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SUMMER 2005

1. (a) What do you understand by social responsibilities of business? (20)
Ans:
1. Introduction
2. Definition of social responsibility
3. Social Responsibility of business towards different segments of society(diagram)
4. Social Responsibility of business towards different segments of society (explaination)

Introduction:

In the early 20™ century, business firms were concerned with maximizing their profits. In the 1970’s
social activists began to question business enterprise’s singular objective of profit maximization. They
argued that since businesses derive their existence from society they have some obligations towards
it.

The concept of social responsibility became popular after the publication of Howard R. Bowen’s Social
Responsibility of Business. Bowen is of the view that social responsibility is the obligation of the
decision makers to take actions which protect and improve the welfare of the society as a whole along
with their own interest.

At present there is feeling that business should help in overcoming social problems. It should try to
help society even at the cost of reducing its profits. After all, it is the society consisting of workers and
consumers which enables business to earn profits. In a nutshell social responsibility refers to the
obligations and duties of the business to the society.

Definition of social responsibility:

Social responsibility may be taken to mean intelligent and objective concern for the welfare of the
society” [K. K. Andrew]

Social Responsibility of business towards different segments of society: The social
responsibility of the management of business enterprises may be classified into two type’s i.e a.
Internal social responsibility

b. External social responsibility

The former is in relation to the shareholders and the employees of the enterprise while the latter is
with regard to the outsiders i.e. the consumers, suppliers, financiers, the government and the
community at large.
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The specific responsibilities of business firm towards each of these segments and the actions
expected of it are explained as follows —

A)

1

2)
3)
4)
5)
6)
7
8)

B)
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C)

Responsibilities _towards shareholders: The responsibilty of a company to its
shareholders, who are the owners, is indeed a primary one. The fact that the shareholders
have taken a great risk in making investment in the business should be adequately
recognized. The share holders are the real owners of the company. They elect the board of
directors who are trustees and custodians of the property of the company. It is responsibility
of the directors to promote the interests of the shareholders and protect their rightful claims.
The following steps should be taken to safeguard the interests of the shareholders and
protect their rightful claims. The following steps should be taken to safeguard the interests of
the shareholders.

Supplying them periodically all relevant information about the financial standing of the
company through annual reports and financial statements.

Declaring dividends at satisfactory rate.

Giving them full freedom of speech and of voting in the meetings of the company.

Giving them opportunity to elect the directors.

Giving them participation in the process of appointment of auditors of the company.

Promoting minority interests of the shareholders.

Ensuring prudent use of capital supplied by shareholders.

Protecting their right of refund of capital investment.

Responsibility towards the employees — The success of an organization depends to a very
large extent on the morale of the employees and their whole hearted co-operation. The
workers and other employees, managers and other executives are the real soul of a business
undertaking. In the absence of active involvement and interests of the workers and other
employees, no business can prosper and progress. A satisfied employee is an asset of a
business concern. It is the responsibility of the management of the enterprise to introduce
such policies and programmes for the organizational people which will result in building up
their abilities in larger interests of the enterprise. The management is expected to do the
following for the employees.

Giving them opportunity to participate in the decision making process.

Allowing them fair wages, salaries, bonus and other financial and non-financial rewards.
Recognizing their right to strike, membership of trade union and for collective bargaining.
Developing the employees through education and training.

Providing healthy working conditions to the workers.

Maintaining cordial relations with them.”

Reasonable chances and proper system for accomplishment and promotion.

Proper recognition, appreciation and encouragement of special skills and capabilities of the
workers.

Responsibility towards consumers — According to Peter F. Drucker “there is only one valid
definition of business purpose, to create a customer.” Drucker observes the customer is the
foundation of the business and keeps it in existence. The business, no doubt, is
predominantly an economic institution with strong profit motive. It tries to maximize its profits
by selling its products or services to the consumers on cost plus profit basis. Important
responsibilities of the business to the customers are:

Fair and reasonable pricing of the product or service.

Maintaining and gradually developing the quality of its product or service.

Diversifying the markets by expanding the distribution network to the regions which are so far
deprived of the specific goods or services.
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The business firm should not indulge in anti-social and illegal practices like adulteration,
profiteering, black marketing, hoarding etc.

It should not indulge in monopoly formation and concentration of wealth and power but give
encouragement to fair and healthy competition.

Advertising and promoting the products based on truthful and realistic information.

To provide the required after-sales services.

To do research and development to improve the quality and introduce better and new product

Responsibility towards financiers, suppliers etc. — The business concern has to raise
finances from external sources also. It has also to routinely perform dealings with suppliers of
materials. The management of an enterprise should introduce the following measures for
establishing healthy and lasting relations with creditors, suppliers and others.

Keeping them well informed about the financial position of business.

Effecting the payment of interest to the creditors and payment of price to the suppliers on due
dates.

Maintaining good business relations with them.

Responsibility towards government — The government and the business sector are closely
related. The government provides various facilities and assistance to the business concern. It
is expected that the business community should assist the government in many ways. The
obligation of the business towards government may be fulfilled in the following ways.

Strictly adhering to the regulation and laws framed by the government.

Regular payment of taxes imposed by the tax authorities.

Supporting the policies, programs and priorities of the government in the larger interest of the
nation.

Not indulging in corruption practices and unfair trade practices.

Not bribe government servants to obtain favors for the company.

Not try to use political influence in its favor.

Responsibility towards community at large — The business should strive for the following

It should try to accelerate the process of income and wealth generation, eradication of poverty
and unemployment and avoid the wastage of valuable resources.

It should assist in gradual rise in the living standards and quality of life of the community.

It should take care of the environmental balance and introduce measures to regulate
pollution.

It should assist in the spread of education and human resource development.

Contributing to research and development.

Development of backward areas.

Improving the efficiency of the business operations

Contributing to the national effort to build up a better society.

1.(b) Define Training. Briefly explain the importance & various types of training. (20)

Ans:

pwbdPE

Introduction

Definition of training
Importance of training
Types of training
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Introduction:

Training is teaching of basic knowledge and technical skills to the workers to perform a
specific job. This is an organized activity that enables a trainee employee to acquire
knowledge, problem solving ability for performing a required job.

Importance of Training:

1 Training leads to high performance standards, thereby increasing the overall productivity and
ensuring quality product.

1 Trained employees follow uniform procedures in performing jobs resulting into saving of time.

i Trained workers make economic use of materials and avoid wastages that result in the
reduction of production cost.

1 The work of trained employees need not require close and continuous supervision.

I Training prevents dissatisfaction, complaints and absenteeism among workers and develops
a sense of belonging to the organization.

I Training facilitates better management and managers can delegate authority to their
subordinates.

1 Training helps the management to spot out the promising and dependable officers for the
enterprise.

Types of training methods :
The following methods of training are resorted to provide training to the newly appointed workers.

On the Job Training: when the workers are provided training at the workplace itself, it is called as on
the job training. It takes the following forms:

1 Coaching: Under this method immediate superior trains a subordinate. It is learning by doing.
He superior teaches necessary skills and knowledge required by the job.

1 Job Rotation: Under this method workers are shifted from position to position so as to
broaden their experience and to become familiar with the various aspects of operations of the
enterprise.

1 Under Study: under this method a subordinate is prepared and developed to fill the vacancy
caused by the termination, promotion, death or transfer of the superior in the enterprise.

1 Special Project: Under this method a project is assigned to the trainee related to his job and
the field for acquiring the knowledge of the assigned subject.

Off the Job Training: When the workers are provided training outside the workplace, it is called as
off the job training. It removes the individuals from the worries of the workplace enabling them to
concentrate fully on learning. It takes the following forms:

1 Vestibule training: A similar environment to that of workplace is created at the vestibule
school. This training is most suited to the large number of trainees that is not possible at the
workplace. It is very expensive because of duplication of materials and machinery.

1 Classroom Instructions: Experts from the outside and from within the organization are
invited to teach the trainees. A particular subject. Classroom Instructions are supplemented
with case study methods.

1 Seminar and Conference: Seminars and conference are organized from time to time to
discuss regarding the recent developments in the field.
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1 Committee assignments: A temporary committee is formed and assigned a subject related
to the organizational objectives and the committees is asked to submit its recommendations
after study.

1 Role Playing: A specific Role of a manager or superior is assigned to play a trainee
employee for higher training required for higher jobs.

2.(a) What is direction? State the importance & techniques of direction. (20)

Ans: 1.Introduction
2.Definition

3.Importance of direction
4.Techniques of direction

Introduction: Direction is a managerial function performed by the top level officers of management.
Whenever any decision is taken, it should be properly implemented. If not so, there is no use of taking
such a decision. Direction is necessary to in order to achieve proper implementation of direction.
Every manager gives direction to his subordinates and vice versa every subordinate gets direction

from his respective manager.
Definition:

“Directing consists of the process and techniques utilized in issuing instructions and making certain

that operations are carried on as originally planned.”

“Direction is the interpersonal aspect of managing by which subordinates are led to understand and

contribute effectively to the attainment of enterprise objective. [Koontz and O’'Donnell]
Importance of direction:

Direction plays a central role in the process of management. It is said to be the heart of
administration. Directing the large number of employees in a well-coordinated manner and exercising
efficient control over their activities and ensuring that their efforts are directed to productive cause and
they do not in any way indulge in any unproductive, wasteful and any actions likely to prove damaging
, harmful and detrimental to the larger interests of the organization is not layman's job. This requires
on the part of the top management that at different levels of organizational hierarchy the services of
highly skilled, qualified and competent managerial manpower is hired and engaged. It is through these
managers that the organizational activities are efficiently directed and put into motion which results in
the production of quality goods and services. The following points will help stress the importance of

direction function of managers.

1 Initiating production function: Direction initiates action. All other management functions like
planning, staffing and organization becomes relevant only when they are followed by efficient
direction. Koontz and O’Donnell rightly observe that direction is intimately concerned with getting
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things done. One can plan, organize and staff, but nothing is accomplished until subordinates are
taught what to do. The difference between sitting in an automobile with the motor idling and putting
the car into gear. Direction thus gives motion to the machines and materials through the device of
the orders and instructions issued to the employees from time to time.

1 Best utilization of resources: It is one of the prime responsibilities of the manager to see that the
resources employed in the organization are optimized and there is proper and equitable allocation
of human and non-human resources in different areas of work. He has to ensure through
supervision, inefficiencies, damages, pilferages, obsolescence or any other irregularity and the
flow of work takes place in a straight-line direction.

1 Basis of other managerial function: It is through direction that the plans are implemented, the
organizational framework is made dynamic, the staff is actuated and the control is facilitated.

1 Full utilization of capabilities of the employee: Due to individual differences, all employees or
executives cannot be expected to posses similar characteristics, competence and skill. The
manager through his function and leadership skill is in a better position to judge the merits and
competence of each of the employees and accordingly entrust them responsibilities. This facilitates
the fuller use of the employee capabilities.

1 Facilitates attainment of targets: The targets of each department are decided in advance. These
are with regard quantity, quality, cost and time to be consumed in the production work. It is on the
attainment of the targets only that the success of the enterprises depends. As the direction aimed
at getting things done in right earnest, ensuring optimum utilization of men, machine and materials
and containing all types of wastages and issues, the attainment of pre-determined targets is
facilitated.

1 Adaptation to changes: Direction provides dynamism to the organization. Any changes occurring
internally and externally due to ever-changing environment cannot shake the organization and
endangers its existence. It is mainly due to the progressive and forward looking leadership and
motivated employees bearing high morale who are always ready to accept any change.

1 Basis of survival of business: The modern business firms have to perform in highly competitive
enjoinments. Unless the managers are competent enough to develop such strategies and
introduce such tactical steps whereby the risks and uncertainties in business cannot progress and
prosper. If the direction function is effectively performed, the survival of the business even in the
emergent condition is not at stake. A good directing system brings stability to business and opens
the doors for the future expansion and growth in the long run.

1 Integration of all business function: Co-ordination is one of the most significant components of
direction. It is by properly integrating the individual efforts and those of the departments that overall
business objectives can be attained.

I Accelerate the process of manager development: The direction function involves the process of
giving effective leadership to the subordinates. It is on the orders of the leaders that the followers
act and strive to attain the given objectives. It is the leadership behavior which helps accelerates
the process of manager’s development.

Techniques of direction:

1. Consultative technique: Under this technique of direction the subordinates are given an
opportunity to participate in the decision making process, they are taken into confidence, their
opinions are sought and they are consulted on certain important issues of their interest. It is
through periodically held formal and informal meetings with the subordinates that the
organizational policies and programmes are explained to them, their work is co-ordinated, their
weaknesses and deficiencies are pointed out and differences are sorted out.

2. Autocratic technique of direction: the manager has a responsibility of getting the work done
through the subordinates for which purpose he issues them orders and directives from time to
time. In doing so, certain managers may tend to concentrate most of the authority with
themselves, take their own decisions, issue the orders and instructions to the subordinates
through the official channel of command, expect the subordinates to stick to the pre determined
rules and procedures and timely execution of their orders. They closely watch and supervise the
performance of the subordinates and may initiate action against those who are non performers.
This system is called autocratic, authoritarian or dictatorial method of direction.
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3. Free rein technique: According to this technique, the manager assigns the tasks and fixes the
responsibilities and grants almost absolute authority to his subordinates who are free to take
their own decisions, plan and schedule the work, devise procedures and practices and
implement the policies and programs of management. There is least interference of the manager
in all this process. When the manager has full faith and trust in the capabilities and efficiency of
the subordinates, he may give full freedom of decision making and their implementation without
any reservation. Therefore this is also called as laissez faire technique of direction. This
technigue ensures maximum initiative and leadership from the subordinates, boosts up their
confidence and provides them an opportunity of developing their talents and expertise.

OR
(b) Explain meaning, objectives & characteristics of motivation. (20)
Ans:

1. Meaning of motivation
2. Obijectives of motivation
3. Characteristics of motivation

Definition :
The term motivation is derived from the Latin word movere, which means to move.

Stephen P.Robbins defines motivation as “The willingness to exert high levels of effort towards
organizational goals, conditioned by the effort’s ability to satisfy some individual need.”

Motivation can also be defined as a condition that is initiated by a physiological or psychological
deficiency or need in an individual, which causes the individual to behave in a certain manner in
order to achieve a particular goal or incentive.

Motivation consists of three interacting and interdependent elements- needs, drives and
incentives.

3.(a) What are the merits of joint stock company? (5 Marks Each)

Ans:
Definition of joint stock company:

The Companies act 1956, defines a joint stock company as, “an incorporated association which is an
artificial person created by law, having a separate name, a common seal, a separate legal entity &
perpetual succession, where in the liability of its members is limited.”

“A company is an association of many persons who contribute money to a common stock & employ it
for a common purpose.”
[Lord Justice Lindley]

Merits of joint stock company:
The following are the advantages of Joint Stock Company:

1 Accumulation of huge financial resources: The Company form of business facilities
mobilization of large amounts of capital for investment in industries. The company by its
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widespread appeal to investors of all classes can rise huge capital required for large scale
operations. In addition, to can borrow from banks and financial institutions to a large extent.
Economies of large scale production: the company form of business can enjoy all the
benefits of large scale production, such as minimum of cost of production and maximum
profit. Economics in purchase, production, selling, and distribution, etc., would provide goods
to the consumer at the cheaper rates. Large capital enables the size of the business to be
extended and permits the use of expert knowledge and specialization of functions. Thus,
production is increased and efficiency is enhanced.

Scope for expansion: A company can easily expand its managerial capacities and financial
resources. It has a great potential for diversification and growth. It can expand its business by
issuing new shares and debentures as there is no restriction to the minimum number of
members in a public company.

Stability of existence: The organization of a company as a separate legal entity gives it a
character of continuity. As an incorporated body, a company enjoys perpetual existence.
Thus, a company, because of its continuity and stability, can build up a power of endurance
and a high level of efficiency.

Transferability of shares: The shares of a public company are freely transferable. The
shareholders are at full liberty to dispose of their shares to any person they desire. In other
words, shareholders can withdraw their investments from the company at any time they like.
Transferability of shares provides maximum protection to those shareholders who are in the
minority group.

Democratic control: The Company is managed on the principle of democracy. The board of
directors, who manage the company, are elected by the shareholders. The directors are
responsible and accountable to the shareholders. Because of separation between ownership
and management, persons with the managerial ability can occupy positions of control.
Managerial efficiency: A Company can secure the services of highly qualified persons who
are experts in different fields of business management. Through the company, capital and
business ability may be linked together for the benefit of both the individual investor and the
community as a whole.

Stimulation to savings and investment: The Company is an effective media of mobilizing
the scattered savings of the community and investing these savings for commercial purposes.
Insurance companies, banks and other financial institutions invest their money in the shares
of different joint stock companies. It channelizes public small savings into industry.

Tax relief: The Company enjoys higher tax relief as compared to other forms of business.
Company pays lower tax on a higher income as it pays tax on the flat rates. Moreover, a
company gets some tax concessions, if it establishes itself in backward area. Some tax
incentives are available for export promotion also.

Diffused risks: The membership of a public company is large. The business risk is divided
among several members of a company. This encourages investment of small investors.

(b) What are different types of decisions?

Ans: Some of the decisions are discussed below:

il

Programmed decision: They are otherwise called routine decision or structured decision.
The reason is that these type of decisions are taken frequently and they are repetitive in
nature. This decision is taken within the purview of the policy of the organisation. Only lower
level management takes programmed decision and has short-term impact. Granting over time
work, placing purchase order (for materials) etc., are some of the examples of programmed
decisions. There is a clear procedure to take programmed decisions. The decision-maker
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need not ask anything from the Personnel Manager or Board of Directors while taking
programmed decisions.

1 Non-programmed decision: They are otherwise called strategic decisions or basic
decisions or policy decisions or unstructured decisions. This decision is taken by the top
management people whenever the need arises. A careful analysis is made by the
management before taking a policy decision. The management may publish its policy in small
book which is known as policy manual. Policy decision involves heavy expenditure to
management. Starting a new business whether to export or not, acquisition of a business etc.
are some of the examples of non-programmed decision. This decision has a long-term impact
on business. A slight mistake in the policy decision is bound to injure the entire organisation.

1 Major Decision: Major decision relates to the purchase of fixed assets with more value.
Purchase of land, building are some of the examples of major decision. This decision is taken
by the top management.

1 .Minor Decision: Minor decision relates to the purchase of current assets with less value.
Purchase of ink,pen,pencil etc are some of the examples of minor decisions. This decision is
taken by the lower level management people.

1 Operative Decisions: A decision which relates to day-to day operation of an organisation is
known as an operative decision.This type of decision is taken by the middle level of
management people normally. The reason is that they are working at supervisory level and
have a good know;ledge of the operations.The time of payment of overtime wages is fixed by
a middle level management people.lt is an example of overtime wages.

i .Organisational Decision: The decision-maker takes a decision and implements it for
effective functioning of organisation and it is called organizational decision. He takes his
decision on his authority and capacity.

9 Personal Decision:The decision —maker takes the decision for his personal life which is
known as personal decision..He implements this decision in his home and sets right his
personal life.This decision does not reflect his functioning of an organisation. The decision
maker is not a member while taking a personal decision.

1 .Individual Decision: Confusion exists regarding the duifference between individual decision
and personal decision. They are not one and the same. The decision-maker is a member of
an organisation while taking an individual decision. He can implement it in the organisation.
He is delegated with the authority to take individual decision.He considers the policy and the
situation prevailing in an organisation while taking individual decision.

1 Group Decision: A committee is formed by the top management for specific
purposes.Here,the top management feels that no individual can take effective decision to
solve a problem. The top management fixes the time within which the committee is expected
to submit the report with concrete decisions.

1 Departmental Decisions:Here the decision-maker is the department head or the department
manager. He takes the decision to run the department. Department decision has no impact on
other departments.This decision is impacted within the concerned department itself.

(c ) State the importance of delegation of authority.
Ans:

“‘Delegation of Authority is an essential pre-requisite for success in management of large-sized
organizations. It carries importance in both private and public sector enterprises.”

Importance of delegation of authority:
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Reducing the burden of work on the top executives — relieves the workload of top executives
and they can focus more on major responsibilities of planning and control.

Giving opportunity to lower level executive to develop — enhance the abilities of lower cadre
employees to accept new changes and challenges.

Equitable distribution of work — for ensuring completion of work in time adhering to principle of
equity in distribution work along with overall improvement in efficiency.

Scope for increasing efficiency and skill — a chance for subordinate to use hidden talent or
skill for better work performance.

Use of specialist services facilitated

Initiative and leadership facilitation

A symptom of progressive organisation

Greater scope for expansion, growth and diversification of business

A technique of training of lower level executives

No overlapping of work

Workflow is maintained despite absence of any executive

Raising status of lower level executives

No misuse of authority

Better superior-subordinate relations

Ease of co-ordination

(d) Write the importance of employee’s morale.

Ans:

“‘Morale is a mental condition or attitude of individuals & groups which determine their

willingness to co-operate.”

Importance of employee’s morale:

f
f

=

Morale increases the productivity & improvement in the quality of production.

The employees obey the orders & instructions of their officers which enables the production
process to go on smoothly.

It makes the industrial atmosphere favorable.

Morale of employees helps in reducing the cost of production & labor overheads.

It establishes harmonious relations among workers & managers which help to maintain
industrial peace.

Employee’s morale develops the feeling of integrity among them.

It develops the morality among the employees. It develops the feeling of honesty & duty,
obedience among them. As a result of it, the need of supervisor is minimized. The
performance of employees improves.

The managerial activities can be performed easily, effectively & successfully in the enterprise
in which the morale of employee is high because the manager of such enterprise gets full
opportunity to utilize their time.

OR

(e) State the functions of top level management.
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Ans:

Top level management: This level consist of board of directors, the chief executive(i.e.
managing director and the general manager). The main functions of top level management
include the following;

To establish overall long-term goals;

To set the ways of attaining these goals;

To frame policies and make plans and to achieve these objectives;

To set up an organizational framework;

To lay down guide lines for departmental heads;

To assemble the resources (men, materials, machines, money, methods etc.);
To provide overall leadership;

To review the work of executives and evaluate their performance;

To exercise a effective control on various activities;

10 To relate the organization to the external environment

©oNoOkMwNPE

(f) What are the various sources of recruitment?
Ans:

“Recruitment is the process of searching for prospective employees and stimulating them to apply for
the jobs in the organization.”J[Edwin B. Flippo]
Sources of recruitment:

The sources of recruitment are based on the policy followed by the company. The job can be filled up
out of the employees of the company or from outside the company. If the job is filled up out of the
present employees of the company, it is said to be the internal source of the company. If the same job
is filled up from out of the candidates available in the society, it is said to be the external source. A
clear picture of the internal source and external source is given below:

l l

INTERNAL EXTERNAL
Transfers ® Press advertisements
Promotions o Educational institutes
Upgrading e Placement agencies/

Demotion outsourcing

Retired employees Employment exchanges
Retrenched employees Labour contractors
Dependents and Unsolicited applicants
relatives of deceased Employee referrals
employees Recruitment at factory
gate

Internal Sources:

Whenever a job falls vacant, it can be filled up by giving a promotion to the present employee of the
company. It is based on the present employee of the company. In certain cases, a same cadre staff
member is deputed to the job of the company. This is called a transfer. This is also based on the
transfer policy followed by the company.

External Sources :

There are various external sources of recruitment. They are briefly explained below:
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1. Advertisement: When a company wants to inform the public that it has a vacancy, it puts up an
advertisement. The details of the job and the qualification of the candidates are briefly given. The
company may receive the applications in response to the advertisement. After that, a interview
will be conducted. In certain cases, the walk in interview method may be adopted by the
company. In the walk-in- interview method, the applications are received from candidates. The
date and time and place of the interview are mentioned in the advertisement. In this way, a
person can be recruited immediately through an advertisement.

2. Recommendations: Here, recommendation means appointment of a person on getting a
recommendation letter from a person reliable and well-known t the company. In certain cases, an
employee of the company may bring the candidates to the company for the purpose of being
appointed, when the company does not conduct an interview for selection.

3. Gate applicants: The educated unemployed youth may contact the company to get employment.
These candidates may not have any recommendations. Even the company might not have
issued any advertisement for the post. The candidate personally approaches the appointing
authority of the company. If such candidate is found fit for any one of the posts which are vacant
at that time, the candidate is appointed.

4. Employment exchange: The job seekers register their names with their qualifications with the
employment exchange. The company can get a list of candidates who have requisite
qualifications to fit in a job. Out of the listed candidates, any one of them can be selected. The
employment exchange is of two kinds, i.e., public employment exchange and private employment
exchange. The public employment exchange is run by the government. The private employment
exchange is run by a private party. The private party can get the a commission both from the job
seekers and the company. But the public employment exchange does not demand any such
commission both from the seekers and the company.

5. Personnel consultant: Private consultant is a separate specified agency doing the functions of
recruitment of the personnel on behalf of the company. In other words, the functions of personnel
department of any company are performed by the personnel consultants. It receives the
applications from the candidates, verifies the applications, conducts interviews and selects the
candidates. The personnel consultant receives fees from the company for its service.

6. Educational institutions: Universities, colleges and institutions are formed to offer specific
courses. The educational institutions make an arrangement for the campus interview. The
business concerns come to the campus of educational institutions to recruit the students for
various posts. The selected students are requested to join the post after completing the course.

7. Waiting list: The business concerns prepare a waiting list of candidates who have already been
interviewed. But, they are not appointment for lack of vacancy. Whenever a vacancy arises, the
vacancy may be filled up by the company out of the waiting list.

8. Unsolicited applicants: Unsolicited applications means the application received through mail
from the candidate. The application brings the information regarding the name and address of the
candidate, his age, educational qualification, experience, area of interest, etc. If there is any
vacancy at that time, the candidate will be recruited for the specified post. Normally, this type of
application is considered for the posts at the lower level.

(g) What are the advantages & disadvantages of upward communication?

Ans: Upward communication is just the reverse of downward communication. Passings of an
information which starts with the lowest level i.e. subordinates and ends with the chief-executive is
know as upward communication. The information should be passed through the middle level
executive.

There are two types of upward communication . first, there is a feedback of information, in response
to original communication. An executive can understand the subordinates” feelings about their jobs
and working environment. Besides,he can know the extent of performance of work done by adopting
the orders and instructions issued. Secondly, the information is given by the subordinates voluntarily.
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This voluntary information may be relating to complaints,new ideas, different opinions,suggestions of
subordinates,etc. the real picture of the functioning of the organization is know to the top executives
through upward communication.

Advantages of upward communication:
1. The grievances of the subordinates may be redersed at an early date.
2. Upward communication helps the management to take decisions promptly.

Disadvantages of upward communication:

1. Superiors may ignore the information given by the subordinates.
2. The information may be distorted.
3. Sometimes, top executive are unwilling to listen to the grievances and redressing them.

(h) What are the different types of leadership?

Ans: The term leadership style refers to the consistent behavior pattern of a leader as perceived by
people around him. Every leader develops a pattern in the way he handles his subordinates or
followers in various situations. The leadership style is the result of the philosophy, personality and
experience of the leader. It also depends upon the types of followers and the conditions prevailing in
an organization. According to their attitude and behavior patterns leaders are classified as under:

Autocratic or Authoritarian Style Leader:Under this style, the leader expects complete obedience
from his subordinates & all decision-making power is centralized in the leader. The leader forces the
subordinates to obey him without questioning. He is merely the formal head of the organization & is
generally disliked by the subordinates. The style of leadership may be practiced to direct those
subordinates who feel comfortable to depend on the leader.

Laissez-faire or Free-rein Style Leader:Under this type of leadership, maximum freedom is allowed
to subordinates. They are given free hand in deciding their own policies & methods & to make
independent decisions. The leader provides help only when required by his subordinates otherwise he
does not interfere in their work. The style of leadership creates self-confidence in the workers &
provides them an opportunity to develop their talents. But it may not work under all situations with all
the workers and under all situations. Such leadership can be employed with success where workers
are competent, sincere & self- disciplined.

Democratic or Participative Style Leader:Under this style, the supervisor acts according to the
mutual consent & the decisions reached after consulting the subordinates. Subordinates are
encouraged to make suggestions & take initiative. It provides necessary motivation to the workers by
ensuring their participation and acceptance of work methods. It reduces the number of complaints,
employee’s grievances, industrial unrest and strikes. But this style of leadership may sometimes
cause delay in decisions and lead to indiscipline in workers.

Paternalistic Style Leader:This type of leadership is based upon sentiments & emotions of people. A
paternalistic leader is like a father to his subordinates. He looks after the subordinates like a father
looks after his family. He helps guides and protects all of his subordinates but under him no one
grows. The subordinates become dependent upon the leader.

Positive style: A leader motivates his followers to work hard by offering them rewards. A rule is
framed in such way that a reward will be ensured to those who show high efficiency. Positive leaders
promote industrial peace. For example, higher bonus (bonus linked with wages) will certainly
efficiency of the workers. Wages are payable under piece rate system.
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Negative style: A leader forces his followers to work hard and penalises them if the work is not upto
the organisation’s standard. The penalty is given according to the performance. The penalty will be
serve one if the performance has more short comings. For example, if the manager gives ousting
order for continuous absence from duty for ten days even though the worker is absent due to
unavoidable circumstances. It is a negative style.

FORMAL AND INFORMAL LEADERS: From the view point of official recognition from top
management, leaders may be classified as formal & informal leaders.

1 A formal leader is one who is formally appointed or elected to direct and control the activities
of the subordinates.

i1 He is a person created by the formal structure, enjoys organizational authority & is
accountable to those who have elected him in a formal way.

1 The formal leader has a two-fold responsibility. He has to fulfill the demands of the
organization and is also supposed to help, guide and direct his subordinates in satisfying their
needs and aspirations.

A Informal leaders are not formally recognized. They derive authority from the people who are
under their influence. In any organization we can always find some persons who command
respect and who are approached to help guide & protect the interest of the people. They are
known as informal leaders.

A The informal leaders have only one task to perform, i.e., to help their followers in achieving
their individual & group goals.

A Informal leaders are created to satisfy those needs which are not satisfied by the formal
leaders. An organization can make effective use of informal leaders to strengthen the formal
leadership.

4.(a) Write the characteristics of business.

Ans: Definition of business:

“Business is a sum of all activities involved in production and distribution of goods and services for
private profits.” — A. Keith and Carlo

“Economic activities performed for earning profits are termed as business.” — James Stephenson
Characteristics of business: Business activities posses the following characteristics:-

1 Dealing in goods and services : Business deals with goods and services . The goods can
be of two types :(a) consumer goods (e.g., milk, sugar, tea , clothes, etc.) (b) Producer goods.
(e.g. transport , insurance , banking, etc.) Which are intangible and invisible.

1 Production and/or exchange of goods and services with profit motives: The production
and/or exchange of goods and services with a profit motive is the basic features of business.
Earning profit for satisfying needs make the business an economic activity. Business must
earn profits for its survival, growth and expansion. But, besides the profit motives, the service
motive is also essential for the progress of business

= =4

Elements of risk and uncertainty: Risk and uncertainty are the two important features of
business. Profits are an incentive for taking business risks. The element of risks due to variety
of factors [ e.g. (a) change in the demands of goods and services ,(b) change in the taste of
the consumers ,(c) change in the policies of the government,(d trade cycles ,(e) risk of loss
due to fire . earthquakes , pilferages , theft . etc.]

1 Creation of utility: Business makes goods and services to those who need such facilities
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and are willing to pay the price. Man is able to satisfy his wants effectively and economically
with the help of business transactions.

Human activity: Business is an activity which can be excited only by man and women.
Although, for execution of these business activities, human beings can use different non-
human sources.
Economic activity: Only economic form a part of business. Non-economic activities are not
included as business. Economic activities are related to the production and distribution of
goods and services with a profit motive.
Building up of an organization: Every business requires building up its organization.
Organization means division of activities among different individuals and integration of
activities. Tasks are allotted to individuals on the basis of their expertise and efficiency.
Various factors (like land, labour, capital, etc.) are to be procured and combined in definite
proportion for the production of commaodities.
Satisfaction of customer : Businessman always try to satisfy their customers with better
quality of goods , reasonable prices , adequate services, etc. No business can survive for
long without customer’s satisfaction. Customers' sovereignty must always be upheld.
Entrepreneur: An entrepreneur stars the business and arranges for its management. An
entrepreneur makes elaborate arrangements for the promotion of the business. An
entrepreneur gives the shape to the business proposition by providing initial required capital.
An entrepreneur initiates, makes efforts and bears the whole risks of the business. A business
is not possible without an entrepreneur.
Both art and science: Business is an art because it requires personal ability, experience and
understanding.

o On the other hand, it is a science because business has certain principles, laws and

objects like science.

(b) What are the characteristics of functional organization?

Ans: Meaning of functional organization: F.W. Taylor proposed a new type of organization called
functional organization. Under functional organizational, various specialists are selected for various
functions performed in an organization. These specialists will attend to the works which are common
to different function of various departments. Workers, under functional organization, receive
instructions from various specialists. The specialists are working at the supervision level. Thus,
workers are accountable not only to one specialist but also to the specialists from whom instructions
are received. Taylor advocated this organization as a point of the scheme of scientific management.
Directions of work should be decided by functions and not only by mere authority. The need for
functional organization arises out of:

The complexity of modern and large-scale organization;
A desire to use the specialization in full and;
To avoid the work-load of line managers with complex problems and decision-making

Characteristics of functional organization:

1
1
1

il

The work is divided according to specified functions.

Authority is given to a specialist to give orders and instructions in relation to specific function.
Functional authority has right and power to give command throughout the line with reference
to his specified area.

The decision is taken only after making consultations with functional authority relating to his
specialized area.

The executives and supervisors discharge the responsibilities of functional authority.

(c) Write the importance of communication.
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Ans: Following states the importance of communication:

il

An aid to managerial performance: A manager can take appropriate decision with the help
of communication .the problem may be solved without much difficulty by the manager. The
manager can get things done by subordinates through communication .he can impart the
objective of organization to the subordinates through communication. Thus communication
acts as tool of management.

Achieving co-ordination: A large scale business organization employs a large number of
workers.they are working on the basis on division of work and specialization. There is a need
for co-ordination among such workers to attain organization goals. The co-ordination is
obtained through communication. According to Mary Curling Nilen “good communication are
essential to co-ordination they are necessary upward , downward sideways ,through all the
level of authority and advice for the transmission ,interpretation and adoption of policy , for the
sharing of knowledge and information and for the more subtle needs of goods morale and
mutual understanding “.

Help in smooth working : Communication helps the workers to know the real situation
prevailing in an organization. Subsequently, workers perform there duties without any delay,
which leads to the smooth functioning of an organization .according to g.r.terry, “c
ommunication serves as the lubricant fostering for the smooth operations of the management
Increase managerial efficiency: Out of the total time available to the manager ,the manager
nearly spend 80% of his time in transmitting the information to others regarding the business
targets ,rules, programmes. Policies, etc. communication helps the manager discharge his
duties systematically and facilitates him to increase efficiency.

Helps in decision making : good communication system provides all the necessary
information ,which enables the manager to take quality decision in the proper time .again
,these decision are communicated to those who are in need of them . according to chester
barnard , “the first exectives function is to develop and maintain a system of communication”.
Maintaining industrial peace: the main reason for industrial unrest is lack of communication
or improper communication .this creats strained relationship between the management and
the workers. Communication helps both management and workers to understand each other
and facilitates peace.

Aid to lead leadership: management uses the communication as transmitter to forward its
ideas,feelings suggestions and decisions to the employees. In the same way,the employees
express the responses,attitudes and problems through communication to the
management.Under this two way communication,the management can assume itself as a
leader of the employees.

Aid to Job Satisfaction: If the employees know what would be done and for what purpose,
they can perform in a better way and efficiently.Employees know the expectations of the
management.If the performance is not upto the standard,the can improve it. Employees may
wish to know how their performance is correlated with the achievement of objectives. These
are possible through effective communication.If effective communication exists,subordinates
can get job satisfaction.

Saving In time: Effective communication results in the saving of time.A manager can
communicate easily to all his subordinates by sitting in his room. There is no need for a
manager to meet all the subordinates personally.

In turn, the manager can get all the information from his subordinates.This results in the savings of
time and effort of both of them.
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Aid to public  relation: The term  public includes the  customers,potential
customers,shareholders,members of the public,state government and the like.The management can
create good image among the public through effective communication.In this way,the management
can maintain better public relations.

(d) What are the essentials of good control system?
Ans: Definition:

“Management control seeks to compel events to conform the plans.” [Billy E. Goetz]

“Controlling is the measurement of accomplishment against the standards and the correction of
deviations to assure attainment of objectives according to plans.”
[Koontz and O’Donnell]

Essentials of good control system:
There are certain requirements of effective control system. They are briefly explained below:

1. Feedback: Feedback is the process of adjusting future actions based upon the information
regarding past performance. If feedback practice is followed by the management, the control
process will be very easy.

2. Objective: Control should be objective. It means there is a certainty of control. The impartial
appraisal of performance is necessary for certainty of control.

3. Suitability: The control system should conform to the nature of deviations. The control
technique may be used, if there is any need.

4. Prompt reporting: The deviations from standards should be informed without any delay. If there
is any delay caused, exercising control will be of no use.

5. Forward looking: Effective control system must focus how the future actions will conform to
plans. In other words, the control system should provide an aid in planning.

6. Pointing out exceptions: The control system points out the deviations. But, all the deviations
do not have equal impact. If the deviations have high impact, the control system should pay
direct attention to them. Then, the management can take corrective actions.

7. Flexible: The standards or criteria should be altered from time to time. The reason is that the
standards should conform to the present requirements. Hence, the control system should be
flexible in accordance with the changed standards or criteria.

8. Economy: The benefits derived from the control system should be more than the cost of
exercising such a control system.

9. Intelligible: The control system should not be a complicated one. The control system should be
easily understood by an ordinary layman of the organization.

10. Suggest remedial action: The effective control system should disclose the places of failure,
persons for failure and how they have been dealt with.

OR
(e) What are the advantages of co-operative society?
Ans: Definition of co-operative society:

“Co-operative is an association of individuals to secure a common economic goal by honest
means.”[Sir Horace Plunkett]
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“Co-operative society is a voluntary association of individuals which has its objectives in the promotion
of economic interests of its members in accordance with co-operative principles.” [Section-4 of the
Indian Co-operative Societies Act, 1912]

Advantages of co-operative society:
The advantages of a co-operative form of organization can be enumerated as follows:

1) Easy formation: A co-operative society is a voluntary association of persons. It does not
require long and complicated legal formalities at the time of formation. Any ten persons, may
form a co-operative society for the promotion of their economic interests.

2) Limited liability: The liability of the members is limited to the extent of capital contributed by
them as mentioned in the bye-laws of the society.

3) Open membership: Any person can become a member of the society and avail of its
advantages. The minimum number of members required is ten but there is no limited to the
maximum number of members. A member can leave the society by returning his share
whenever he likes.

4) Democratic management: A co-operative society is managed in a democratic way on the
basis of equal voting rights. Thus, every member is able to have a voice in its management.
Every member has an equal say in formulating the policies of the society.

5) Perpetual succession: It is separate legal entity and its life is not affected by the death,
insolvency or conviction of its members. It has a fairly stable life and it continues to exist for a
longer period.

6) State patronage: The policy of the government is to encourage co-operatives in every field.
Co-operatives are given financial assistance and loans at much lower rates of interest. Co-
operatives are exempted from paying stamp duties and registration fees. As regards income-
tax, co-operatives are offered several concessions and reliefs.

7) Service motive: Co-operative societies are started, not for profit, but for service. The
members are provided with financial help and goods and services at concessional rates. A
feeling of co-operation is created is created among the members.

8) Economic advantages: It provides financial assistance to agriculturists & low income group
members. It also provides loans for productive purposes. Moreover, credit co-operatives
protect the members from exploitation from money-lenders.

9) Social advantages: With the help of establishment of co-operative societies, the feeling of
co-operation and democracy increases in the society. Economic power is decentralized. The
poor people can get the advantages of their efficiency by becoming members of a co-
operative society.

10) Moral advantages: Mutual help, self-help, hard work, education, self dependence, savings,
etc., are considered as the basic principles of co-operative societies. It is for avoiding social
tensions, litigation and mutual distrust. Co-operative systems attempt to achieve a wide-
based rural industrialization

(f) Write the traditional principles of organization.
Ans: Definition of organization:

“The establishment of authority relationships with provision for co-ordination between them, both
vertically & horizontally in the enterprise structure.” Koontz & O’Donell.

PRINCIPLES OF ORGANISATION:
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On the basis of past experiences certain principles have been derived for a sound business
organization. Taylor, Fayol, Urwick have spelt out various principles on the basis of their experiences
in the business. Some of those principles are discussed as follows:

il

Principle of objective: The enterprise should set up certain aims for the achievement of
which various departments should work. A common goal so devised for the business as a
whole & the organization is set up to achieve that goal. In the absence of a common aim,
various departments will set up their own goals & there is a possibility of conflicting objectives
for different departments. So there must be an objective for the organization.

Principle of Specialization: The organization should set up in such a way that every
individual should be assigned a duty according to his skill & qualification. The person should
continue the same work so that he specializes in his work. This helps in increasing production
in the concern.

Principle of Co-ordination: The co-ordination of different activities is an important principle
of the organization. There should be some agency to co-ordinate the activities of various
departments. In the absence of co-ordination there is a possibility of setting up different goals
by different departments. The ultimate aim of the concern can be achieved only if proper co-
ordination is done for different activities.

Principle of Authority & Responsibility: The authority flows downward in the line. Every
individual is given authority to get the work done. Though authority can be delegated but
responsibility lies with the man who has been given the work. If a supervisor delegates his
authority to his subordinate, the superior is not absolved of his responsibility, though the
subordinate become s liable to his superior. Theresponsibility cannot be delegated under any
circumstances. Authority & Responsibility always goes hand in hand.

Principle of Definition: The scope of authority & responsibility should be clearly defined.
Every person should know his work with definiteness. If the duties are not clearly assigned,
then it will not be possible to fix responsibilities also. Everybody’s responsibility will become
nobody’s responsibility. The relationship between different departments should also be clearly
defined to make the work efficient & smooth.

Principle of Balance: The principle means that assignment of work should be such that
every person should be given only that much work which can be performs well. If some
person is over worked & the other is underworked, then the work will suffer in both the
situations. The work should be divided in such a way that everybody should be able to give
his maximum.

Principle of Continuity: The organization should be amendable according to the changing
situations. Everyday there are changes in methods of production & marketing systems. The
organization should be dynamic & not static. There should always be a possibility of making
necessary adjustments.

(9) What are the advantages & disadvantages of centralization?

Ans: (refer)

(h) Distinguish between positive & negative motivation.

Ans: Positive Motivation implies the adherence to such ways and means and practices and initiating

such positive stimuli in the form of pay rise, bonus, promotion, higher statues, greater authority,

challenging jobs etc. which assist an employee in not only satisfying his basic needs but also the

sociological and psychological needs. Striving for getting something more is a natural urge of a

human being and this is what provides a basis of positive motivation.
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Negative motivation, on the other hand rests on the principle that an individual tends to perform
better if he has a fear of losing something if he dose not do so. The scheme of negative motivation
does not bring in the rise either in the earnings of the employee nor in his status or position, but it may
cause a loss to him. With the object of protecting himself from such probable loss, the employee

strives to perform better.

4.(a) Distinguish between Business & Profession.

Ans:

DISTINCTION BASIS

BUSINESS

PROFESSION

Meaning

It comprises of production and
distribution of goods and
services.

It involves rendering  of
specialized personal services to
the public.

Remuneration

A businessman earns profit.

A professional earns fees for his
services.

Qualification

A businessman may or may not
posses any qualifications.

A professional must acquire
specific qualification to practice
the profession.

Confidentiality

Business dealing may or may
not require confidentiality to be
maintained.

a professional must maintain
confidentiality about matters
pertaining to his clients.

Risk factor Business activities generally | Providing services to clients
involve a higher degree of | generally doesn’t involve much
monetary risk. of risk.

Examples Manufacturers,traders,etc. Doctors,lawyers,tax

consultants,software
consultants etc.

(b) State the importance of planning.

Ans:

Definition of planning:

Planning is an intellectual process of thinking resorted to decide a course of action which helps
achieve the pre-determined objectives of the organization in future. In simple words a plan is a simple
course of action decided in advance.

Importance of planning:

Planning is an important and basic function of management. Orderly procedure is possible through
planning. Planning states the way through which the objectives are achieved and anticipates the
activities well in advance i.e., planning should take place before doing.  Planning helps the
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businessman get early success. Success without planning is almost impossible in business. So, the
planning function is very important due to the following reasons:

1.

To manage by objectives: All the objectives of an organization are designed to achieve the
framed objectives. However, planning makes the organization focus on the objective for early
achievement.

Convert uncertainty into certainty: Future is full of uncertainties. These uncertainties may
be predicted though forecasting. Then, the planning provides necessary provision to face the
uncertainties. Besides, planning evaluates the alternative course of action for the continuous
growth and prosperity of ht organization.

Economy in operation: Planning selects any one of the available alternatives which will help
produce the best results at minimum costs.

Help in co-ordination: The co-ordination is obtained by the management though planning,
well-published policies, programmes and procedures. So, planning also helps the
management get co-ordination. According to Koontz and O’Donnell, “Plans are selected
courses along which the management desires to co-ordinate group actions.”

Tackling increasing complexities of business: At present, there is need for many people
with different qualifications to run a business. This makes it necessary for the management to
plan the business activities clearly as to who is to do, what is to be done, where is to be done,
when it is to be and how it is to be done.

Effective control: Control is necessary only when there is a deviation in the actual
performance from the planned performance. In the absence of a plan, there are no standards
to compare. In simple words, planning without control are useless and control without
planning is impossible. H.G. Hicks has said that, “Planning is clearly a prerequisite for
effective controlling. It is utterly foolish to think that controlling could be accomplished without
planning, without planning there is no predetermined understanding of the desired
performance.”

Effective utilization of resources: Planning involves deciding in advance of the business
activities. Then, the business activities are completed without any delay. It leads to effective
utilization of resources at the cheapest and in the best manner.

Avoiding business failure: Planning includes the selection of best objectivities, conversion
of uncertainty into certainty, economy in operation, co-ordination, facing the complexities,
effective control and effective utilization of resources and avoiding business failures.

(c ) Write the main characteristics of co-ordination.

Ans: Definition of co-ordination:

“Co-ordination deals with the task of blending efforts in order to ensure the successful attainment of
and objective. It is accomplished by means of planning organizing, actuating and controlling.”[G.R.

Terry]

“Co-ordination is a part of all phases of administration and that it is not a separate and distinct
activity. “[Newman]
Characteristics of co-ordination:

il

Not a separate function of management: Co-ordination is necessary in all functions of
management. So, co-ordination is not separate and distinct function of management.
Managerial responsibility: Every departmental head is responsible to co-ordinate the efforts
of subordinates. It is inherent in the managerial job and responsibility.

Provides unity of action: Unity of action is necessary to obtain common objectives .So, unity
of action is considered to be the heart of the co-ordination process.
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Co-ordination is necessary to all levels of organisation: Co-ordination is not brought by
force or left to chance. So, the top executives should take deliberate efforts to bring co-
ordination.

Relevant of group efforts: Group efforts rather than individual efforts are necessary to bring
co-ordination. An individual cannot work without affecting the functions of others. It
emphasises the group efforts.

Continuous and dynamic process: Co-ordination starts with planning the process and ends
with controlling process. In every organisation, a certain kind of Co-ordination exists. Special
efforts should be taken by the management to achieve high degree of co-ordination.

System concept: An organisation is a system of co-operative efforts. Each department
functions are different in nature and have interdependence in the organisation system. The
organisation runs smoothly with the help of co-ordination. Thus, co-ordination is a system
concept.

( d) Criticize the McGregor’s theory of motivation.

Ans: X THEORY

This theory is based on ‘papa knows best.’ In other words, a manger has a thorough knowledge and
excludes workers from decision-making process. A manager has authority or power to take decisions.
The workers should follow whatever decisions are taken by the manager.

Assumptions of X theory:

CoNoOA~WNE

Workers have an aversion to work inherently.

Workers may find a way to postpone the work completion in laziness.

Workers may do the job half heartedly.

Fear of punishment can motivate the Workers into action.

The Workers may know the hazards of non performance of a work.

No Worker is ready to accept any responsibility.

There is a need for explaining the consequences of being inactive.

Workers are not interested in achievement. They prefer to maintain status quo.
A Worker prefers to be directed by others.

. Workers hate to improve their efficiency. The reason is that they fear losing their present job.
. Worker is also one of the factors of production and does not deserve any special treatment.

. Worker lacks integrity.

. Worker avoids taking decision whenever necessary.

X theory is regarded as the means to supervise and control the workers. Decision making in all
the fields is entrusted with the managers. Workers are allowed to express their suggestions and
emotions. But the decisions are taken by managers and workers are forced to follow the
decisions.

Y THEORY

Y theory is just opposite to X theory. So, X theory is considered as traditional theory and Y theory
is considered as modern theory. Y theory emphasizes the importance of workers in the
accomplishment of enterprise objectives.

Assumptions of Y theory

1.
2.

The average human being has the tendency to work. A job is an natural just like a play.
Once the worker understands the purpose of job, he may extend his co operation for job
completion.
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3. Worker can put in his best efforts for the accomplishment of enterprise objectives early.

4. Worker has self direction, self motivation, self discipline and self control.

5. If right motivation scheme is prepared by the management, the is ready to accept extra
responsibility.

6. The existing worker has competence to work and can take right decisions.

7. A worker expects recognition of the successful accomplishment of task.

8. A Worker may exhibit his efficiency even for non monetary rewards such as participation in
decision making, increased responsibility etc.

9. The potentialities of human beings are not fully utilized by our industry.

According to Y theory, a worker has integrity and readiness to work hard. He is willing to
participate in the decision making process and shows a sense of creativity and imagination. So, X
theory may be said to be a negative and pessimistic one and Y theory may be said to be positive
and optimistic.

SUMMER 2006

Q.)Define Joint Stock Company.Discuss Advantages & disadvantages of joint stock company.
Ans: Introduction

1. Definition of joint stock company
2. Advantages of joint stock company
3. Disadvantages of joint stock company

Introduction:

Joint Stock Company, form of business organization, was evolved to overcome the limitations of sole
proprietorship & partnership.

Joint Stock Company grew up as a convenient form of business organization to solve the needs of
huge capital, managerial skills, limited liability etc. A joint stock company is capable of mobilizing a
larger amount of capital with the provision for limited liability & specialized management to organize a
large scale operation.

Definition of joint stock company:

The Companies act 1956, defines a joint stock company as, “ an incorporated association which is an
artificial person created by law, having a separate name, a common seal, a separate legal entity &
perpetual succession, where in the liability of its members is limited.”

“A company is an association of many persons who contribute money to a common stock & employ it
for a common purpose.”
[Lord Justice Lindley]

Advantages of joint stock company:
The following are the advantages of Joint Stock Company:

1 Accumulation of huge financial resources: The Company form of business facilities
mobilization of large amounts of capital for investment in industries. The company by its
widespread appeal to investors of all classes can rise huge capital required for large scale
operations. In addition, to can borrow from banks and financial institutions to a large extent.

1 Economies of large scale production: the company form of business can enjoy all the
benefits of large scale production, such as minimum of cost of production and maximum
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profit. Economics in purchase, production, selling, and distribution, etc., would provide goods
to the consumer at the cheaper rates. Large capital enables the size of the business to be
extended and permits the use of expert knowledge and specialization of functions. Thus,
production is increased and efficiency is enhanced.

Scope for expansion: A company can easily expand its managerial capacities and financial
resources. It has a great potential for diversification and growth. It can expand its business by
issuing new shares and debentures as there is no restriction to the minimum number of
members in a public company.

Stability of existence: The organization of a company as a separate legal entity gives it a
character of continuity. As an incorporated body, a company enjoys perpetual existence.
Thus, a company, because of its continuity and stability, can build up a power of endurance
and a high level of efficiency.

Transferability of shares: The shares of a public company are freely transferable. The
shareholders are at full liberty to dispose of their shares to any person they desire. In other
words, shareholders can withdraw their investments from the company at any time they like.
Transferability of shares provides maximum protection to those shareholders who are in the
minority group.

Democratic control: The Company is managed on the principle of democracy. The board of
directors, who manage the company, are elected by the shareholders. The directors are
responsible and accountable to the shareholders. Because of separation between ownership
and management, persons with the managerial ability can occupy positions of control.
Managerial efficiency: A Company can secure the services of highly qualified persons who
are experts in different fields of business management. Through the company, capital and
business ability may be linked together for the benefit of both the individual investor and the
community as a whole.

Stimulation to savings and investment: The Company is an effective media of mobilizing
the scattered savings of the community and investing these savings for commercial purposes.
Insurance companies, banks and other financial institutions invest their money in the shares
of different joint stock companies. It channelizes public small savings into industry.

Tax relief: The Company enjoys higher tax relief as compared to other forms of business.
Company pays lower tax on a higher income as it pays tax on the flat rates. Moreover, a
company gets some tax concessions, if it establishes itself in backward area. Some tax
incentives are available for export promotion also.

Diffused risks: The membership of a public company is large. The business risk is divided
among several members of a company. This encourages investment of small investors.
Statutory regulations and control: Formation and working of companies are well regulated
by the provisions of the companies act. These strict regulations safeguard the interests of
shareholders and people who deal with the company. Statutory regulations make the
management healthy, fair and just for all the activities of the company.

Public confidence and popularity: A company is guided and controlled by strict regulations
and government control. This ensures public confidence with regard to investment in shares
and debentures. Since the company’s financial accounts are published and circulated, the
public has enough faith on the activities of the company. Thus, at present, a company enjoys
greater public confidence, better prestige and reputation in the business world as a whole.

Disadvantages of joint stock company:

The following are the disadvantages of a joint stock company:

1 Adherence of too many legal formalities: The formation of company requires adherence of

too many legal formalities. The establishment and running of company would prove to be
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troublesome, because of complicated legal regulations. Moreover, the formation and
management of the company is expensive too.

1 Concentration of power in a few hands: Shareholders of the company have practically no
say in the affairs of the company. The directors of the company become self-centered and
they do not care for the shareholders. In most of the cases, directors try to formulate policies
in order to promote their own interests. Thus, the company form of organization has helped
concentration economic power in few hands.

1 Excessive government control in few hands: A company has to observe too many
provisions of different laws imposed by the government. This affects the smooth functioning of
the company.

1 Undue speculation in shares of the company: Undue speculation in shares of company is
injurious to the interests of the shareholders. Sometimes, directors should indulge in
speculation by misusing inner information of the company for speculative purposes and
personal gain.

1 Fraudulent management: The promoters and directors may indulge in fraudulent practices.
The unscrupulous directors may present a rosy picture of the company in its annual report. In
this way, the innocent and ignorant investors are duped.

1 Bureaucratic control: Quick decisions and prompt action are absent in the management of a
company. It makes a company an inflexible enterprise. As a result, officers and their
assistants do not enforce any decision promptly. Opportunities may be lost because of delay
in decision-making.

1 High nepotism: In companies, employees are selected not on the basis of ability but on the
basis of personal interest of the management. There is scope for a high degree of favoritism
and nepotism and as a result worthless people join the company.

1 Inflexibility in management: A company cannot quickly adjust with the changing conditions
in the market, because of this complex structure and legal obligations. It has, therefore, less
flexibility in management.

1 Monopolistic control and exploitation of consumers: Joint stock companies facilitate
formation of business combinations which ultimately lead to monopolistic control and
exploitation of consumers.

1 Social abuses: Evils of factory system like insanitation, pollution, congestion of cities are
attributed to the company form of organization. Moreover, the close and cordial relationship
between the management and employees is difficult to maintain. It brings about strikes,
lockouts, retrenchment, closure, etc., in the business.

OR

(b) What do you understand by the term organization? Write the advantages of formal
organization.
(20)

Ans:

1. Introduction

2. Definition of organization

3. Definition of formal organization

4. Advantages of formal organization.

Introduction:
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An entrepreneur organizes various factors of production like land, labor, capital, machinery etc. for
channelizing them into productive activities. The product finally reaches consumers through various
agencies. Business activities are divided into various functions; these functions are assigns to
different individuals. Various individual efforts must lead to the achievement of common business
goals. Organization is the structural framework of duties & responsibilities required of personnel in
performing various functions with a view to achieve business goals through organization.

Definition of organization:

“Organization is a harmonious adjustment of specialized parts for accomplishment of some common
purpose or purpose.” L.H.Haney

“The establishment of authority relationships with provision for co-ordination between them, both
vertically & horizontally in the enterprise structure.” Koontz & O’Donell.

CONCEPTS OF ORGANISATION:
There are two concepts of organization:
1. Static concept
2. Dynamic concept

Static concept: Under static concept the term organization is used as a structure, an entity or a
network of specified relationship. In this sense, organization is a group of people bound together in a
formal relationship to achieve common objectives. It lays emphasis on position & not on individuals.

Dynamic concept: Under dynamic concept, the term organization is used as a process of an ongoing
activity. In this sense, organization is a process of organizing work, people & the systems. It is
concerned with the process of determining activities which may be necessary for achieving an
objective & arranging them in suitable groups so as to be assigned to individuals. It considers
organization as an open adoptive system & not as a closed system. Dynamic concept lays emphasis
on individuals & considers organization as a continuous process. .

Definition of formal organization:

The formal organization represents the classification of activies within the enterprise, indicates who
reports to whom & explains the vertical journal of communication which connects the chief executive
to the ordinary workers. In other words, an organizational structure clearly defines the duties,
responsibilities, authority & relationships as prescribed by the top management.

Advantages of formal organization:

1.The definite boundaries of each worker is clearly fixed. It automatically reduces conflict amonmg the
workers. The entire building is kept under control.

2. Overlapping of responsibility is avoided. The gaps between the responsibilities of the employees
are filled up.

3. Buck passing is very difficult under the formal organization. Normally, exact standards of
performance are established under formal organization. It results in the motivating of employees.

4. A sense of security arises from classification of the task.

5. There is no chance for favouritism in evaluation & placement of the employee.
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6. It makes the organization less dependent on one man.

Keith Davis observes that formal organization is & should be our paramount organization type as a
general rule. It is the pinnacle of man’s achievement in a disorganized society. It is man’s orderly,
conscious & intelligent creation of human benefit.

2. (&) What do you understand by the Centralisation of Authority? Discuss its merits &
demerits.

Ans:

1.Definition of Centralisation of Authority
2.Merits of Centralisation of Authority
3.Demerits of Centralisation of Authority
Definition of centralization:

If all rights, privileges, powers and authority are concentrated with the top officials, it is the case
centralisation. It does not permit for distribution and dispersal of decision making powers. There is no
scope for participative management, consultations, communication and counseling with subordinates
for arriving at any decision. Henry Fayol, has rightly pointed out that everything that goes to reduce
the subordinates role is centralisation. Louis Allen observes that centralisation is the systematic and
consistent reservation of authority at central point within an organisation.

Advantages of centralization:

It assists in adopting standard procedures and practices, rules and regulations.

Better flow of work and consistency in routine administration

Improved Customer Service.

Effective appraisal and evaluation of performance of all the units due to uniform policies.
It brings competitive spirit among different units or segments of the organisation.

Saving in costs due to centralized operations, such as centralized buying & selling.

Better co-ordination and control.

=A =4 =4 A4 4 -4 A -4

Greater accuracy of decisions due to more skilled and experienced executives at the top

level.

=

Greater adaptability to change.

If the leadership is strong enough, no fear to survival of business even in adverse conditions.

Disadvantages of centralization:
1 Mars employee initiative and executive development.
1 Restricts the growth of the enterprise
1 Possibility of wrong decisions due to lack of employee participation.
1 Excessive burden of workload on the top executives.
)l

Possibility of delayed decisions and their implementation.
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Low competitive strength due to lack of specialist services. Thus it provides no scope for
division of work and specialization.
Lack of motivation to lower level executives and employees.
Fear of stagnation and static-ness in the business of the firm.
Possibility of misuse of authority, corruptive practices, bureaucratic administration and red-
tapism.

OR

(b) Explain the meaning, importance & factors of motivation. (20)

Ans:

1.Meaning of motivation

2.Importance of motivation

3.Factors of motivation

Meaning of motivation:

The term motivation is derived from the Latin word movere, which means to move.

Stephen P.Robbins defines motivation as “The willingness to exert high levels of effort towards
organizational goals, conditioned by the effort’s ability to satisfy some individual need.”

Motivation can also be defined as a condition that is initiated by a physiological or psychological
deficiency or need in an individual, which causes the individual to behave in a certain manner in order
to achieve a particular goal or incentive.

Motivation consists of three interacting and interdependent elements- needs, drives and incentives.

Importance of motivation:

il

Maximum utilization of factors of production: Workers perform the work sincerely through
the inspiration of motivation. This creates the possibility of maximum utilization of factors of
production viz., labour and capital.

Willingness to work: Motivation influences the willingness of people to work. A man is
technically, mentally and physically fit to perform the work but he may not be willing to work.
Motivation creates a willingness on the part of workers to do the work in a better way.
Reduced absenteeism: Financial incentives schemes coerce the workers to work more.
Financial incentive scheme is framed in such a way that monetary benefits are given on the
basis of number of hours engaged. This reduces absenteeism.

Reduced labour turnover: Motivation has both financial and non financial incentives
schemes. This helps to retain the existing laborers. The enterprise can plan its activities on
long term basis with the help of reduced labour turnover.

Availability of right personnel: Financial and non financial incentives not only retain the
existing employees but also attract the employees from outside the enterprise. In other words,
right people are attracted from outside to work for the enterprise.

Building of good labour relations: Motivation helps to solve the labour problems of
absenteeism, labour turnover, indiscipline and grievances. This ensures building of good
labour relations.

Increase in the efficiency and output: Both workers and management have got benefits
from motivational plans. On the one hand, wages of the workers increase corresponding to
the increase of output and efficiency. On the other hand, the productivity of the organization
and its profits increase due to consolidated efforts of the motivated people.

Sense of belongingness: A proper motivation scheme promotes closer rapport between
enterprise and workers. The workers begin to feel that the enterprise belongs to them and
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consider its interests as their own. Thus there is no difference between workers and
enterprise.

Basis of cooperation: Efficiency and output are increased through cooperation. The
cooperation could not be obtained without motivation, so, motivation is a basis of cooperation.
Helps in realizing organizational goals: Organizational goals are achieved quickly through
motivation. Motivated employees have a feeling of total involvement in the performance of
organization task. Employees may work whole heartedly for the realization of organizational
goals.

Improvement upon skill and knowledge: Employees have promised efficient job
performance or completion. Hence, the employees may improve upon their skill and
knowledge for the job.

Factors of motivation:

1

Motivation is a psychological phenomenon: Motivation is an inner feeling which generates
within an individual. Motivating factors are always unconscious but they are to be aroused by
managerial actions.

Motivation is a continuous process: Motivation is an unending process. Wants are
innumerable and cannot be satisfied at one time. If one basic need is adequately satisfied for
a given individual it lose power as a motivator. But other needs continue to emerge. As
satisfaction of needs is an unending process, so the process of motivation is also unending.
Motivation is related to person in totality: Person in totality, not in part, is motivated. A
person’s basic needs are inter-related because each individual is an integrated organized
whole.

Motivation can be positive or negative: Positive motivation implies the use of incentives
such as increase in pay, reward, promotion etc. for better work whereas negative motivation
is based on penalities such as threat of demotion, termination from services etc. . Negative
motivation is used to improve the deteriorating disciplinary situation.

Monetary incentives: These are direct incentives provided to the employees of an
enterprise. Proper wages, salary, bonus, overtime etc are monetary incentives.
Non-monetary incentives: Safety of work, opportunities of promotion, medical facilities,
education facilities, welfare schemes etc are non monetary incentives.

3. (a) Explain the objects of business. (5Marks each)

AnNs:

Definition of Business:

“Business is an enterprise engaged in the production and distribution of goods for sale in the market
or rendering services for a profit.” —Robert N. Owens

“Business is an institution, organized and operated to provide goods and services to the society under
the incentive of private gain” — H. Wheeler

Objects of business:

Every business enterprise has a certain objectives which regulate and generate its activities.
Objectives are needed in every area where performance and results directly affect survival and
prosperity of a business. Various objectives of business are :

Economic/Business objectives:-

Business is basically an economic activity. Therefore, its primary objectives are economic in nature.
The main economic objectives of business are as follows:
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1) Earning profits — A business enterprise is established for earning some income. It is the hope of
earning that inspires people to start business. Profit is essential for the survival of every business unit.
Just as a person cannot live without food, a business firm cannot survive without profit.

Creating customers — profits are not created by god or by the force of nature. They arise from the
businessman’s efforts to satisfy the needs and the wants of the customers. A business man can earn
profits only when there are enough customers to buy and pay for his goods and services.

Innovations— Business is a dynamism and change. In these days of competition a business can be
successful only when it creates new designs; better machines, improved techniques, new varieties
etc. modern science and technology have created a great scope of innovation in business world.

Social objectives:-

The socials objectives of business are as follows:

Supplying desire goods at reasonable prices- Business is accepted to supply the goods and
services required by the society. Goods and services should be of good quality and these should be
supplied at reasonable prices. It also the social obligation of business to avoid malpractices like
boarding, black-marketing and misleading advertising.

Fair remuneration to employees- Employees must be given fair compensation for their work. In
addition to wages and salary a reasonable part of profit should be distributed among employees in
recognition of their contributions. Such sharing of profits will help to increase the motivation and
efficiency of employees. It is obligation of business to provide healthy and safe work environment for
employees. Good working conditions are beneficial to the organization because these help to
improve the productivity of employees and thereby the profit of business.

Employment generation : business should provide opportunities for gainful employment to members
of society. In a country like India unemployment has become a serious problem and government is
unable to offer jobs to all. Therefore, provision of adequate and full employment opportunities is a
significant service to society. If unemployment problem increases, the socioeconomic environment
cannot be congenial for the growth of business activities.

Human objectives:-

Human objectives of business are given below:

Labor welfare: Business must recognize the dignity of labour and human factor should be given due
recognition. Proper opportunities should be provided for utilizing individual talents and satisfying
aspirations of workers. Adequate provisions should be made for their health, safety and social
security. Business should ensure job satisfaction and sense of belonging to workers.

Developing human resources: Employees must be provided the opportunities for developing new
skills and attitudes. Human resources are the most valuable asset of business and their development
of workers by encouraging creativity and innovation among them. Development of skilled manpower is
necessary for the economic development of the country.

Participative management: Employees should be allowed to take part in decision making process of
business. This will help in development of employees. Such participation will also provide valuable
information to management for improving the quality of decisions. Workers patrticipation in
management will usher in industrial democracy.
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Labor management cooperation: business should strive for creating and maintaining cordial
employer employee relations so as to ensure peace and progress in industry. Employees should be
treated as honorable individual and should be kept informed.

National objectives:-

National objectives of business are as follows:

Optimum utilization of resources : Business should use the nation’s resources in the best possible
manner. Judicious allocation and optimum utilization of scarce resources is essential for rapid and
balanced economic growth of the country. Business should produce goods in accordance with
national priorities and interests. It should minimize the wastage of scarce national resources.

National self-reliance: It is duty of business to help the government in increasing experts and in
reducing dependence on imports. This will help a country to achieve economic independence. This
requires development of new technology and its application in industry.

Development of small scale industries: Big business firms are expected to encourage growth of
small scale industries which are necessary for generating employment. Small scale firms can be
developed as ancillaries who provide inputs to large scale industries.

Organic objectives:-

A Business Enterprise consist of people and it is organized to meant social needs. A business has the
following organic objectives:

Survival — The first objective of business is to survive. It has to ensure that only those activities are
taken up which are beneficial to the society. It should try to create demand for its products so that it is
able to produce profits. A various factors of production are paid out of profits. A losing concern cannot
survive for long.

Growth — A business enterprise may be compared to human anatomy. As a human body grows to
various stages, that is from infancy to child hood, from childhood to adolescence, from adolescence to
adulthood and from adulthood to maturity, a business unit also passes through various phases during
its existence. Business unit tries to utilize its resources properly so that it is able to plough back its
profits for further expansion and diversification. A stagnant business will not be able to face changing
economic, political and social environment. Every business house aims at its proper growth. A
number of plans and policies are framed to facilitate future growth of every unit.

Earn recognition and prestige — A business enterprise always aims to get recognition from those
with whom it deals. This is possible only if its serves them well. It should have good support with the
suppliers and dealers by keeping proper schedules of payments and supply of goods. The consumer
should be supplied good quality products at reasonable prices. Tax payment to the government
should be made timely. All this acts will earn goodwill for the enterprise.

(b) Write the types of planning.
Ans: Types of planning:

1 Strategic and Operational: In strategic plans, the top management determines the general
objectives of the enterprise and the steps necessary to accomplish them in light of resources
currently available and likely to be available in the future. Operational planning on the other
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hand is planning that covers functional areas like production, marketing etc. The distinction of
this can be:

1 Long range & short range : Long range planning sets long term goals for the enterprise &
then proceeds to formulate specific plans for attaining these goals. It involves an attempt to
anticipate, analyse & make decisions about basic problems and issues which have
significance reaching well beyond the present operating horizon of the enterprise. Long term
plans are often called as strategic plans.

1 Administrative & Operational: Administrative planning is done by the middle level
management, which provides the foundation for operative plans. Operative plans on the other
hand is done by the lower level managers to put the administrative plan into action.

1 Adhoc & Standing: Adhoc plans may be constituted for certain specific matters, for example,
project planning or event management. Standing plans are designed to be used over and
over again. They include organizational structures , standard procrdures etc.

1 Formal & Informal: Various types of plans discussed above are of formal nature. They are
prepared systematically by the management. They specify in black & white the specific goals
& the steps necessary to achieve them. They also facilitate the installation of internal control
systems. Informal planning on the other hand is mere thinking by some individuals, which
may become the basis of formal planning in future.

(c ) What are the importance of communication?
Ans: (Refer Q 4. C Summer 2005)

(d) Explain in short the necessity of control.

Ans:

[Definition of control:

Control is the last function of management. The controlling function will be necessary to the
management if other functions of management are performed properly. If there is any imperfection in
the planning and actual performance, control will be needed. The deviations are set right by the
controlling function. This function ensures desired results.

“Management control seeks to compel events to conform the plans.”

[Billy E. Goetz]
“Controlling is the measurement of accomplishment against the standards and the correction of
deviations to assure attainment of objectives according to plans.”
[Koontz and O’Donnell]

Need of control:

Control is necessary as other functions of management. The control is necessary on account of the
following reasons:

Judging the accuracy of standards: The actual performance should be compared with the fully
accurate standards. But, it is very difficulty for a large and complete organization to establish the fully
accurate standards because of the lack of timely information. In such a case, the control is necessary
to judge the accuracy of standards.

Minimize dishonest behavior: A honest person may tempt to misbehave in the absence of control.
Only an efficient control minimizes the dishonest behaviors or maintains honest behavior on the part
of employees.
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3. Better performance: Employees will become lazy in the absence of control. Control facilitates to get
better performance and regulate the efforts of the employees.

OR

(e) What are the responsibilities of business towards different groups?
Ans: (Refer Qla Summer2005)

(f) What are the objects of planning?

Ans:
Definition of planning:

Planning is an intellectual process of thinking resorted to decide a course of action which helps
achieve the pre-determined objectives of the organization in future. In simple words a plan is a simple
course of action decided in advance.

Objects of planning:
Planning in any organization serves to realize the following objectives:

1. Reduces uncertainty: Future is an uncertainty. Planning may convert the uncertainty into
certainty. This is possible to some extent by, planning which is necessary to reduce uncertainty.

2. Brings co-operation and co-ordination: Planning can bring co-operation and co-ordination
among various sections of the organization. The rivalries and conflicts among departments could
be avoided through planning. Besides, planning avoids duplication of work.

3. Economy in operation: As already pointed out, planning selects best alternatives among various
available alternatives. This will lead to the best utilization of resources. The objectives of the
organization are achieved easily.

4. Anticipates unpredictable contingencies: Some events could not be predicted. These events
are termed as contingencies. These events may affect the smooth functioning of an enterprise.
The planning provides a provision to meet such contingencies and tackle them successfully.

5. Achieving the pre-determined goals: Planning activities are aimed at achieving the objectives
of the enterprise. The timely achievements of objectives are possible only through effective
planning.

6. Reduce competition: The existence of competition enables the enterprise to get a chance for
growth. At the same time, stiff competition should be avoided. It is possible to reduce
competition through planning.

(g) What is an internal & external co-ordination?
Ans: Definition of co-ordination:

“Co-ordination deals with the task of blending efforts in order to ensure the successful attainment of
and objective. It is accomplished by means of planning organizing, actuating and controlling.”
[G.R. Terry]

“Co-ordination is a part of all phases of administration and that it is not a separate and distinct
activity.” [Newman]

Internal co-ordination And External co-ordination:

Normally the co-ordination is divided into two types. They are explained below:
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Internal co-ordination: It is the establishment of relationship with a view to co-ordinate the actives of
all the managers, executives, divisions, sub-divisions, branches and other workers.

Internal co-ordination is also sub-divided into the following two types:

Vertical co-ordination: vertical co-ordination refers to that co-ordinations in which a superior
authority co-ordinates his work with that of his sub-ordinates and vice versa. Sales manager co-
ordinates his work with the activities of the sales supervisor. Similarly the sales supervisor is required
to have co-ordination and cordial relationship with his superiors.

Horizontal co-ordination: Horizontal co-ordination refers to the establishment of a relationship
between the person of the same status,. For example, co-ordination between the departmental heads,
supervisors, co-workers, etc.

External co-ordination: External co-ordination is the establishment of a relationship between the
employees of the organization and outsiders of the organization. This relationship is established for
the benefit of the organization as a whole. The following are the outsiders with whom an organization
has to established better relationship:

Market agencies

General public

Competitors.

Customers

Union government, state government, local self-government and other government agencies.
Different institution rendering auxiliary services.

Financial institutions

Different Industrial organizations

Technological Agencies

Different commercial organizations.

TTSemoo0 o

The work of the establishment of a relationship between the employees of the organization and the
outside is entrusted to a person who is designated as public relations officer.

(h) Explain measurement of morale.

Ans: Employees may be unwilling to express their feelings of satisfaction or dissatisfaction with their
jobs to the management. A properly designed programme has therefore to be utilized to test the
morale of individuals. Morale is measured indirectly by checking the extent to which the organization
is achieving the results in terms of productivity profit or other forms of goal achievement. Morale is
measured by indirect factors like absenteeism, labor turnover, quality records etc.

Following are some of the methods of morale measurement:

Observation method:

Interview method:

Questionnaire or attitude surveys:
Projective surveys:

Company records & reports
Conselling:

ouhM~wNPE

4. (a) State the difference between sole trader & partnership firm.

Ans:
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Serial | Basis of Differentiation Sole Proprietorship Partnership
No.
1. Ownership One man Business Minimum-2
Maximum-20
(For general business)
Maximum-10
(For banking business)
2. Management & Control | Vested in the proprietor Vested in the partners.
3. Registration No provision for registration Registration is optional
4, Agreement No agreement is required Itis a result of an agreement
5. | Capital Contributed by the proprietor Contributed by the partners
at an
agreed ratio.
6. Risk Entire risk is to be borne by the Partners are to bear the risk
Proprietor jointly and secerally
7. | Sharing of profits Entire profit goes to the proprigtor Profit is shared by the
partnefs as
per agreed ratio
8. | Stability More stable Less stable
9. Flexible More flexible Less Flexible
10. |Business Secrets Secrets are perfectly maintained | Difficult to maintain secrecy.
11. |Scale of operation Small scale operation Medium scale operation.
12. |Size of Capital Small capital Comparatively higher capital
13. [Rights, duties and Proprietor enjoys absolute rights, Rights, duties and obligations
are
obligations and he is responsible for all depicted in the partnership
deed.
Obfligations.
14. |Legal restrictions and Practically absent Little Restrictions (as per
State regulations Partnership Act, 1932)
15— Scope forexpansion timited-scope forexpansion Morescope forexparnsiom:
16. |Mutual conflict or dispute] No scope for conflict Conflict may arise between
Partners.
17. |Decision making Quick in decision making Delay in decision making.
18. [Liability of members Unlimited liability The partners undertake
trvtmit
ed liability jointly and
severally.
19. Transfer of ownership Does not arise. May be transferred by the
Rights consent of all partners.
20. Legal status No separate legal entity. No separate legal entity.
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(b) What are the sources of recruitment?
Ans: (Refer Q3f Summer2005)
(c) What is centralization & decentralization?
Ans: (Refer Q4(g) Summer2005)
(d) What are the types of control?

Ans: Following are the types of control:

i Standardizing control: Controls are used to standardize performance for increasing
efficiency. Costs may be reduced by time and motion studies, inspections and work
schedules.

1 Preserving control: Company assets are protected or preserved through the allocations of
responsibilities. Proper accounts are maintained for assets and usage of assets are controlled
and put under strict supervision.

1 Delegation of authority control: Control puts some limits to the usage or delegation of
authority. The approval of the top management is necessary to use the delegation of
authority. Policy manual, procedure manual and internal audits are some of the techniques
included in this control.

1 Measurement control: Controls are used to measure the job performance. Performance is
measured through special reports, budgets, standard cost and production per hour or per
employee.

1 Motivating control: Controls are designed to motivate the employees of organization.
Motivation includes promotions, rewards for best opinions and operation, profit sharing and
the like.

OR
(e) Write in short the levels of management.

Ans: On the basis of authority and responsibility, we can identify three levels of management in the
organizational hierarchy, namely,

l. Top level management: This level consist of board of directors, the chief executive(i.e.
managing director and the general manager). The main functions of top level management include the
following;

To establish overall long-term goals;
To set the ways of attaining these goals;
To frame policies and make plans and to achieve these objectives;
To set up an organizational framework;
To lay down guide lines for departmental heads;
To assemble the resources (men, materials, machines, money, methods etc.);
1 To provide overall leadership

Middle level management: It consists of various managers (such as, production manager, purchase
manager, marketing manager, public relation officer, research and development officer etc.). the main
functions of middle level management include the following:

=A =4 =4 -4 -4 -4

1 To establish the link between the top level management and lower management;
i To transmit order, suggestions, policy decisions, and detail instruction downward;
i To carry the problems and suggestion upwards;

i To achieve coordination between the different part of organization;
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1 To build up an efficient start where reward is given according to capacity and merit;
1 To inspire operating managers towards better performance;
1 To motivate employees to achieve higher productivity;

Lower level management: This consist of superintendent, supervisors and foremen who are in direct

touch with the rank and file of workers. It is also called 'operating management’. the main functions of
lower management include the following:
1 To assign job and tasks to subordinates;

= =4 =4 =4 =2

To arrange materials, machinery and tools;

To assist the subordinates by explaining the procedures of work;

To ensure the work of requisite quantity and quality;

To supervise the work of operatives;

To report the problems face by workers to the middle level management.

(f) Explain the types of interviews.

Ans:

There are a number of kinds of interviews conducted by the management. Some of the

interviews are briefly explained below:

il

Direct interview: Under this type of interview, straight-away questions are put before the
applicant to get answers for them. Face to face conversation is the trend towards the
interview. The in-depth knowledge of applicant is not observed under this type of interview.
But, the skills, character, area of interest and attitudes of the applicant can be indentified to
some extent.

Indirect interview: Questions are not raised directly by the interviewer before the
interviewee. The particular applicant is requested to express his views on any topics as he
likes. The interviewer carefully listens to what the applicant expresses. The interviewer does
not interpret the applicant’'s views. The applicant has full freedom of expression. The
personality of the applicant is easily assessed by the management.

Patterned interview: A number of standard question are framed well in advance which are to
be put before the applicant. The answers for these questions are found while framing the
guestions and answers are written near the questions. These are used for a verification
purpose when answers are given by the applicant during the interview. This is the procedure
adopted under this type of interview to evaluate the suitability of the applicant.

Stress interview: Irritating questions are put before the applicant by the interviewer. If any
applicant gets angry when these types of questions are put to him, the particular applicant is
evaluated as unfit for the job. For example, the Interviewer may ask, “How many legs does an
eight legged insect have? Or “Dear Mr. Lakshmanan, what is your name”. These are some
guestions which irritate any body in normal condition. If applicant gets angry over these
guestions, he/she is rejected as unfit for the job.

Systematic in-depth interviewer: Under this type of interview, the interviewer asks any one
of the questions initially. Then, he proceeds step-by-step to get an integrated view of the skills
and personality of the applicants.

Board of panel interview: A group of persons called interviewers ask the applicants
guestions in the area of interest of the applicants. Immediately after the interview, they
evaluate the performance of an applicant based on the answers given by the applicant.
Group interview: It may be otherwise called group discussion or house party technique. A
number of applicants are interviewed simultaneously. A common topic is presented before the
group. One group consists of six to eight members. Each applicant is allotted a number. They
may call others members of the group calling the concerned member’s number. They are
restricted to use their names. The applicants are selected or rejected on the basis of
performance in group discussion.
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(9) Explain the principles of co-ordination.

Ans: Definition of co-ordination:

“Co-ordination deals with the task of blending efforts in order to ensure the successful attainment of
and objective. It is accomplished by means of planning organizing, actuating and controlling.” [G.R.
Terry]

“Co-ordination is a part of all phases of administration and that it is not a separate and distinct
activity.” [Newman}

[Principles of co-ordination:

In order to ensure effective co-ordination, the co-ordination should be based on certain principles.
They are briefly explained below:

Early Start: The co-ordination should be started even from the planning function of management. The
management should prepare the plan after consulting the concerned officials. By this the preparation
of a plan and its implementation will be very easy for the management. Then, there will be no
resistance from the concerned officials.

Personnel Contract: Oral communication brings two persons very close. It means, there is a
possibility of personal contract. An agreement may be arrived on methods; actions and achievement
of objectives through personal contract, ideas, views, opinions, recommendations feelings, etc. are
conveyed to the receivers effectively through personal contact. Personal contact avoids controversy
and misunderstanding. Thus, co-ordination is archived through co-ordination and mutual
understanding and not by force, order or coercion.

Continuity: Co-ordination is a must so long as the organization continues to function. Co-ordination is
the key stone of the organizational structure. So, Co-ordination starts with planning and ends with
controlling.

Reciprocal relationship: This principle states that all factors in a situation are reciprocally related.
Each factor influences other factors and are influenced by the other factors, Thus, the action of one
employee influenced by the action of other employees and vice versa. So, there is a need for
integration of all efforts, actions and interests.

Dynamism: The external environment of business influences the internal activities of the business.
Besides, the internal activates and Co-ordination Decisions are changed according to the
circumstances prevailing. So, co-ordination is modified according to the external environment and
internal actions and decisions. Co-ordination should be a dynamic one.

Simplified organization: Simplified organization also facilitates effective co-ordination. The
management can arrange the departments in such a way, to get better co-ordination among the
departmental heads. If two section of two department’s functions are most similar in nature, these two
departments are put under one executive in charge. This facilitates to get better co-ordination.
Somebody recommended that if there are dissimilar functions between two sections of departments,
these to departments should be handed over to only one executive. This will also ensure better co-
ordination between the two departments. Acceding to Keith and Gabelin, “even though certain
activities are dissimilar, Management may put them under a single executive becaus4e they need
close co-ordination}.

Self Co-ordination: According to this principle, the function of one department affects other
department and in turn, is affected by the functions of other departments. The same department
modifies its functions in such a manner that it may affect other departments favourably. In this way,
co-ordination is achieved. There is a need for affective communication to get self — co- ordination.
Effective communication facilitates a department to appraise the functions of another department.
Clear-cut objectives: The departmental head should know clearly the objective of the organization.
So, management must take necessary steps to explain the objectives to the departmental heads. This
is very useful in achieving the common objectives of the organization collectively. Clear-cut of
objectives and clear explanation of objectives are bound to produce uniformity in action

Clear definition of authority and responsibility: The management should clearly define the
authority and responsibility of each individual and of each department. This will facilitate effective co-
ordination in an organization. Besides, it will reduce conflicts among the individuals. The department
manager has enough authority to exercise over the subordinates who have violated the limits and
other irregularities.
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Effective communication: Effective communication is necessary for proper co-ordination. The
individual and department problems can be solved with the help of co-ordination. In addition, the
efforts of a staff are effectively utilized to achieve the objectives of the organization.

(h ) What is high & low morale?

Ans:

Employee morale effects organizational performance.While high morale causes more increase in
performance,low morale causes less increase or even decrease in performance.As such, it is
imperative for the organization to have employees with high or/and improve low morale to high
morale.

As per researchers, following are the commonly observed symptoms of low morale:

Tardiness
Lack of positive feeling towards work
Lack of pride in work
High rate of absenteeism
High rate of turnover
Bad or disturbed mood
Poor inter-personal relations
Poor or lack of cohesiveness
Increasing employee indiscipline
. Bad industrial relations
. Strikes and sabotages
. Increasing accidents
. Increasing wastages and spoilages
. Decline in the quality of goods
. Decrease in the quantity of goods
Symptoms of High Morale
Just like low morale, high morale is also characterized by certain symptoms. Since high
morale is the opposite of the low morale, the symptoms of high morale are accordingly just
the opposite of the low morale.
Following are the main symptoms of high morale:
1.Feeling of belongingness
2.Group Cohesiveness
3.Team Spirit
4.Commitment to organizational Goals
5.Feeling of organizational belongingness
6.Longer stay with organization
7.Less need for Employee supervision
8.Better inter-personal and industrial relations
9.More peaceful and harmonious atmosphere in the organization
10.Increased adaptability among the group members
11.Less or no strikes and sabotages
12.Less or no wastages and spoilages
13.High level of pride in work
14.Increase in quality and quantity of work performance
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5.(a) Explain whether management is an art or science.

Ans: Management as an art:
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Art refers to the application of skill and knowledge to attain the desired result. Art is concerned with
the practical application of theoretical knowledge. The function of art is to accomplish concrete ends.
It represents the methods of doing specific things and indicates how an objective is to be achieved.
Every art is practical and is concerned with the creation of something.

An art has the following five essentials features:

1. Practical knowledge: Art presupposes the existence of theoretical knowledge. Art is concerned
with the application of theoretical knowledge. Therefore, every form of art has both theoretical
and practical aspects. Management as an art of getting things done through people to
accomplish desired results. Management is concerned with putting the available knowledge into
practice so as to accomplish predetermined goals.

2. Personal skill: Every manager has his own style of working. The taste of management lies in
the skillful use of one’s technical knowledge to ensure maximum productivity and profitability.
The manager has to use his personal skill and knowledge in solving many complicated problems
to accomplish desired results. Therefore, management is a practice and performance.

3.  Result-oriented approach: All managerial activities have to be goal-oriented and result-
oriented. Management is concerned with the establishment and accomplishment of some
definite goals. Management aims at attaining maximum productivity and profitability at the lowest
cost.

4. Constructive skill (i.e., creativity): Art involves practice of basic principles and then infusing
creativity to develop own style of doing. Every artist has as element of creativity in him. This
requires intelligence and imagination. This is true in management as well. Management is
creative in the sense that it is the function of creating situations needed for further improvement.

5. Regular practice aimed at further improvement: Practice makes a man perfect. Art involves
practice of basic principles. Getting work done through people is an art of management. This
objective is attained through regular practice. An efficient manager can convert a challenge into
an opportunity as he regularly practices the art of decision making and leadership.

Management as a Science:

Science is a systematized body of knowledge, which can be acquired through observations and
experimentation. The basis of science is to search for information by means of determining the
cause-effect relationship through observations and experimentation.

The essential features of science are as follows:

1. Systematized body of knowledge: Science is a systematized body of knowledge which is
based on a cause-effect relationship. Management is viewed as a science as it is also a
systematized body of knowledge built up by management practitioners and experts over a period
time. The principles of management make use of scientific methods for observations.

2. Continued observations: Science uses the scientific methods of observations which are
unbiased and objective. The knowledge of management has been acquired through continuous
efforts of many experts and practitioners over a period of years. The methods of observations
followed by management are not completely objective, since management deals with human
beings whose behavior cannot be predicted.

3. Universal validity of principles: Scientific principles represent basic truths. These principles
have universal validity and application. The principles of management can also be verified for
their validity. Principles of management are evolved on the basis of repeated experimentation in
various types of organizations. The fundamental principles of management are universally
applicable. But other principles have no universal applicability under all situations.
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4. Principles based on based on experiment: Scientific principles are first developed through
observations and then tested by repeated experimentation. These principles establish a cause
and effect relationship between various factors. When applied to management the principles of
management also establish a cause and effect relationship (example: faulty planning causes low
productivity etc.).

Thus, management being the social science deals with people and behaviors. Human behavior
cannot be subjected to laboratory experiments as is possible in natural sciences. Management is
not a exact (or accurate science). The principles of management cannot be considered as
fundamental truth. Therefore, management can be regarded as an inexact science, as its
principles do not always have universal observations.

Management as an art as well as science:

Management can be regarded as both science and art because it combines the features of both of
them. In fact, science and art are not mutually exclusive but complimentary to each other. Science,
without art, is a waste and art, without science, is misleading. Only the right mixture of two can make
each other complete. Therefore, science and art of management must go hand in hand.

(b) What is formal & informal organization.
Ans:
(c) Explain the importance of Direction.

Ans: Definition of direction:
“Directing consists of the process and techniques utilized in issuing instructions and making certain that
operations are carried on as originally planned.”
[Haimann]
“Direction is the interpersonal aspect of managing by which subordinates are led to understand and
contribute effectively to the attainment of enterprise objective.”
[Koontz and O’Donnell]

Importance of direction:

Direction plays a central role in the process of management. It is said to be the heart of administration.
Directing the large number of employees in a well-coordinated manner and exercising efficient control over
their activities and ensuring that their efforts are directed to productive cause and they do not in any way
indulge in any unproductive, wasteful and any actions likely to prove damaging , harmful and detrimental to
the larger interests of the organization is not layman's job. This requires on the part of the top management
that at different levels of organizational hierarchy the services of highly skilled, qualified and competent
managerial manpower is hired and engaged. It is through these managers that the organizational activities
are efficiently directed and put into motion which results in the production of quality goods and services.
The following points will help stress the importance of direction function of managers.

l.Initiating production function: Direction initiates action. All other management functions like planning,
staffing and organization becomes relevant only when they are followed by efficient direction. Koontz and
O’Donnell rightly observe that direction is intimately concerned with getting things done. One can plan,
organize and staff, but nothing is accomplished until subordinates are taught what to do. The difference
between sitting in an automobile with the motor idling and putting the car into gear. Direction thus gives
motion to the machines and materials through the device of the orders and instructions issued to the
employees from time to time.

2.Best utilization of resources: It is one of the prime responsibilities of the manager to see that the
resources employed in the organization are optimized and there is proper and equitable allocation of
human and non-human resources in different areas of work. He has to ensure through supervision,
inefficiencies, damages, pilferages, obsolescence or any other irregularity and the flow of work takes place
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in a straight-line direction.

3.Basis of other managerial function: It is through direction that the plans are implemented, the
organizational framework is made dynamic, the staff is actuated and the control is facilitated.

4.Full utilization of capabilities of the employee: Due to individual differences, all employees or
executives cannot be expected to posses similar characteristics, competence and skill. The manager
through his function and leadership skill is in a better position to judge the merits and competence of each
of the employees and accordingly entrust them responsibilities. This facilitates the fuller use of the
employee capabilities.

5.Facilitates attainment of targets: The targets of each department are decided in advance. These are
with regard quantity, quality, cost and time to be consumed in the production work. It is on the attainment of
the targets only that the success of the enterprises depends. As the direction aimed at getting things done
in right earnest, ensuring optimum utilization of men, machine and materials and containing all types of
wastages and issues, the attainment of pre-determined targets is facilitated.

6.Adaptation to changes: Direction provides dynamism to the organization. Any changes occurring
internally and externally due to ever-changing environment cannot shake the organization and endangers
its existence. It is mainly due to the progressive and forward looking leadership and motivated employees
bearing high morale who are always ready to accept any change.

7.Basis of survival of business: The modern business firms have to perform in highly competitive
enjoinments. Unless the managers are competent enough to develop such strategies and introduce such
tactical steps whereby the risks and uncertainties in business cannot progress and prosper. If the direction
function is effectively performed, the survival of the business even in the emergent condition is not at stake.
A good directing system brings stability to business and opens the doors for the future expansion and
growth in the long run.

8.Integration of all business function: Co-ordination is one of the most significant components of
direction. It is by properly integrating the individual efforts and those of the departments that overall
business objectives can be attained.

(d) Explain the characteristics of leadership.
Ans: Definition of leadership:

Leadership may be defined as, “The process of influencing and supporting others to work towards the
achievement of a common goal.”

The individual who exercises influence is called the leader and other members of the group are called
the followers.

In general, leadership is the process of leading, influencing, commanding and directing or guiding
people towards the achievement of a shared common goal.

Characteristics of Leadership:

The important characteristics of Leadership are stated as under:
1 Leadership is a personal quality.
1 It exists only with followers. If there are no followers, there is not leadership.
1 Itis the willingness of people to follow that makes person a leader.

1 Leadership is a process of influence. A leader must be able to influence the behavior, attitude
& beliefs of his subordinates.
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1 It exists only for the realization of common goals.
1 Itinvolves readiness to accept complete responsibility in all situations.

1 Leadership is the function of stimulating the followers to strive willingly to attain organizational
objectives.

1 Leadership styles do change under different circumstances.

1 Leadership is neither bossism nor synonymous with management.

SUMMER 2007
1.(a) Elaborate the concept of Sole Trader. Discuss its advantages & disadvantages.
Ans: Introduction & Concept

1. Definition of Sole Trader
2. Advantages of Sole Trader
3. Disadvantages of Sole Trader

Introduction & Concept:

Sole proprietorship is the oldest, the simplest, and in some respects, the most natural form of
business organizations. In such an undertaking, the proprietor brings his own capital, manages
the business himself, bears all the risks alone & takes all business decisions. Sole proprietorship
is a “one man show”, where an individual by his cleverness, courage, ability, honesty, education &
co-operation tries to make his business a success. A sole proprietorship is an individual who
carries on business exclusively by & for himself. The proprietor not only bears all the risks but
also receives the entire gains from the business.

Definition of Sole Trader:
"Sole proprietorship is an informal type of business owned by one person".

[James L. Lundy]
"Sole proprietorship is a form of business where the individual proprietor is the supreme judge of all
matters pertaining to his business.”
[Kimbell & Kimbell]

Sole proprietorship is a' one man show' where an individual by his cleverness, courage, ability,
honesty, education and co-operation tries to makes his business a success. A sole proprietor is an
individual who carries on business exclusively by and for himself. The proprietor not only bears risks
but also receives the entire gains from the business.

Advantages of Sole Trader:

The sole proprietorship form of business possesses the following significant merits:

1) Easy formation: The sole proprietorship form of business can be established very easily. No
legal formality or other complicated procedure is required to be followed. A person can star
business operations and when he desires. Only license is needed in some special cases (i.e.,
opening a wine shop, etc.)

2) Prompt decision: A proprietor can take decision s regarding his business affairs (e.g., price
policy, credit policy, discount policy, disposal or surplus funds, etc.). He can take spot decision
as and when required.

3) Smooth functioning. There is none to oppose his decision .There, he can function smoothly.

Modern College, Wadi, Nagpur Page 43



Principles of Business Management 113CCA
stYr

He can control his business affairs personally.

4) Incentives of hard work: there is always a direct relationship between the efforts and the
rewards in the case of sole proprietorship. Therefore, the more the proprietor will work, the
more he will earn. It provides incentives to work hard, efficiently and honestly.

5) Flexibility in operations: This form of business can easily adapt to the changing conditions of
the market. The line of the business can easily change and modified according to the change
insocio-economic condition. A proprietor can shadily change, expand or reduces his business
on account of change of market conditions. Thus, he enjoys the flexibility in his business.

6) Maintenance of business secrecy: Maintenance of secrecy is very vital in small scale
business. A proprietor can maintain secrecy regarding his business as he not to consult
anyone on business decisions. Possibilities of maintaining complete secrecy give him greater
competitive strength.

7) Intimate contact with the customers: The proprietor develops close and personal contacts
with his customers. This enables him to cater to the exact requirement of his customers. He
can easily ascertain the nature of taste s, habits and attitudes of his customers. He can also
know their difficulties, complaints easily by keeping personal contacts with the customers.

8) Inexpensive management:. The management of sole proprietor is not expensive at all. All
supervisory and management activities are performed by the proprietor himself, thus
minimizing the additional expenditure on the managerial staff. Moreover, overhead costs of
management are relatively low. This leads to a good deal of savings.

9) Efficiency in management: The proprietor's personal interest is involved in his business. He
tries heart and soul to eliminate all sorts of wastages in order to reduce costs and maximize
profits.

10) Freedom regarding selection of his business: A sole proprietor can select the business of
his choice and he is not required to seek permission from anyone else for this purpose. . He
can also change business according to business requirements and changing circumstances.

11) Minimum government regulation: The business activities of the sole proprietor are least
regulated by law and the government. A sole proprietorship form of business has to comply
with mainly labor laws and tax laws. There is no interference in the day-to-day running of the
business from the Government.

12) Tax advantage: A sole proprietorship form of business enjoys the minimum tax burden as
compared to the other form of business organizations A proprietor is taxed as an individual are
not as a business unit separately. Income tax authorities make no difference between the
proprietor and the business regarding the assessment of income tax.

13) Better control of business functions: A sole proprietor has an absolute control over the
affairs of his concern. The authority and responsibility lies with one person. He himself the
decision s at the appropriate time. He controls all the functions of the business in an effective
way.

14) Healthy relation with the employee: A sole proprietor can maintain direct relation with his
employees. This enables the employer and the employees to understand appreciate the
difficulties among themselves.

15) Social desirability: Large scale business to accumulation of wealth in the hand of a few in the
society. Existence of this form of business helps to avoid concentration of national wealth. It
generates large scale employment opportunities and encourages decentralization of the
economy.

16) Benefits of hereditary goodwill: The goodwill of the business earned by one person during
his lifetime also passes from generation to generation, unless it is close. Thus a sole proprietor
can enjoy the benefits oh hereditary goodwill.

Disadvantages of Sole Trader:

The sole proprietorship form of business suffers from the following drawbacks:

1) Unlimited liability and risk: The principles of unlimited liability for the owner put the
proprietor at great risk in times of losses. The proprietor will always be haunted by the fear of
losing his private property in case of failure of his business.

2) Limited financial resources: The capital and other resources of an individual are always
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limited. An individual proprietor cannot offer much security to raise funds from financial
institutions. Therefore, there appears to be a limited capacity of expansion of business
operations.

3) Limited managerial capability: It is not possible for a single individual to possess expertise
in all fields (i.e. production, finance, personnel, marketing, etc.). So, the decision of the
proprietor may not be balanced due to limited managerial ability.

4) Instability of the business: The continuity and existence of sole proprietorship form of
business is most uncertain. Any uncertain events happening in the personal life of the
proprietor are surely to disturb the smooth working of the business. The business may
suddenly come to an end. with the death or physical incapacity of the proprietor.

5) Uncertainty in purchase and sales: The proprietor is unable to get full advantages of bulk
purchases and increased sales, as he carries on his business on a small scale. This may
leads to a rise in the costs of business operations. This form of business cannot enjoy the
benefits of the large scale production.

6) Weak bargaining position: The proprietor cannot control the market because of his limited
financial resources. Thus, his bargaining power is weak, both as a purchaser and seller.

7) Limited scope for employees: A sole proprietor cannot attract trained and qualified person
for reasons of limited career opportunities. Moreover, a proprietor cannot offer financial
incentives to attract skilled employees because his activities are on a small scale.

8) No check and control: A sole proprietor is the monarch of his business. No outsiders can
question him on his acts and deals. Moreover, there is nobody to help and guide him. There
are no checks and controls on the activities of the proprietor.

9) Too much secrecy causes suspicion: Secrecy is desirable for business operations but too
much secrecy leads to suspicion by the outsiders. The outsiders are unable to assess the
soundness of a proprietorship form of business, because it is not required to publish accounts
of the business.

10) Limited scope for expansion: Due to limited capital, limited managerial capability and
unlimited liability, a sole proprietorship form of business cannot grow and expand to a large
size. Its bargaining position is also weak.

11) Risks of wrong decision: Any wrong decisions taken by the proprietor may bring disaster to
his business fortunes. As he is not assisted by any person, it may leads to wrong decisions.

12) Risks of long absence: Sole proprietorship is a one man show. In the event of a long illness,
the trader may not be able to attend to his business. This leads to heavy losses.

OR
(b) Explain different types of planning. State the components of planning.
Ans: Introduction

1. Definition of planning
2. Types of planning
3. Components of planning

2.(a) Explain the meaning & scope of communication. Write the essentials of effective
communication.

Ans: Meaning of communication:

Scope of communication:

Essentials of communication:

OR

(b) Describe the need & procedure of control.

Ans: (refer Q3(d)Summer2006)
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The process of control involves the following steps:

Step-l: - Establishment of standards: The first step in controlling process is establishing standards.
Standards are the targets against which subsequent performance will be compared. They are by
definition, simply criteria of performance. Control standards are broadly divided into two categories:
1 Quantitative standards: They are generally expressed in physical or monetary terms. Such
standards are setup in respect of production, finances, sales, time and cost etc.
1 Qualitative standards: Standards of quality are based on the level of perfection desired in
respect of certain in tangible items such as goodwill, employee morale, industrial relations etc.

Step-Il: - Measurement of actual performance: The performance should be compared with the
established standards. So, necessary information should be collected about the performance. The
effective management information system provides the necessary information i.e., performance
particulars. If standards are expressed in quantitative terms, quantitative information can be collected.
In others words, if standards are expressed in quantitative terms then quantitative information can be
collected. And if standards are expressed in qualitative terms then qualitative in information’s can be
collected.

Step-lll: - Comparisons of actual with standards: Whenever the actual performance is compared
with standards, the deviations are known to the management. Then, the management may find the
extent of deviations and identify the reasons for deviations. Comparisons are very easy when
standards are expressed in terms of quantity. If results are intangible or qualitative, personal
observation will be used to find out the extent of deviation.

Step-IV: - Taking corrective action: Management has to find out the causes of deviation before
taking corrective action. The causes of deviation may be due to ineffective and inadequate
communication, defective system of wage payment, defective system of selection of personnel, lack
of proper training, lack of motivation, ineffective supervisions and the like. The management has to
take necessary corrective action on the basis of nature of causes of deviations.

3.(a) State briefly the objectives of business.

Ans:( Refer Q3(a) Summer 2006)

(b) Narrate the characteristics of decision making.
Ans: CHARACTERISTICS OF DECISION-MAKING
The following are the characteristic of decision-making:

1. Decision-making is a selection process. The best alternative is selected out of many available
alternatives. If there is only one alternative, there is no decision-making.

2. Decision-making is the end process. Decision-making is preceded by detailed discussion and
selection of alternatives.

3. Decision-making is the application of intellectual abilities to a great extent. An intelligent man
alone can take a good decision.

4. Decision gives happiness to an Endeavour who takes various steps to collect all the
information which is likely to affect a decision.

5. Decision-making is a dynamic process. An individual takes a number of decisions each day.

6. Decision-making is situational. An individual takes decision according to the situation
prevailing. Different decision may be taken to solve the same problem. The reason is that the
situation is changed from time to time.

7. Decision is taken to achieve the objectives of an organization.

Modern College, Wadi, Nagpur Page 46



Principles of Business Management 113CCA
stYr

10.

Decision-maker has the freedom to take a decision which involves the using of resources in
specified ways.

Decision-making involves the evaluation of available alternatives through critical appraisal
methods.

A decision may be both negative or positive. A decision may be direct others to do or not to
do.

(c) Discuss briefly the advantages of delegation of authority.

Ans:

The delegation of authority gives several advantages to the organization. The important

advantages of delegation of authority are given below:

1

Basis of effective functioning: Delegation lays the basis for effective functioning of an
organization. It creates the relationships with others and achieves various objectives of the
organizations. It creates the relationships with the others and achieves various objectives of
the organization.

Saving the time: Delegation of authority enables the superior to allot more time to important
matters like planning, organizing, staffing directing, co-ordinating, controlling and decision-
making.

Reduction of works: Delegation relives the superior from attending the routine matters.
Normally, the routine matters are allocated to the subordinates. It helps the superiors to carry
out more responsible work alone.

Opportunity for development: Delegation of authority gives a very good opportunity to the
subordinate to grow. It helps in identifying the best persons among the various subordinates
for development.

Benefit of specialized service: Delegation helps the superior to get the benefit of
specialized knowledge of various persons at lower levels. For example, production is
delegated to the production manager, sales to the manager, legal matters to the lawyer and
the like.

Delegation of authority enables effective managerial supervision.

1

Efficient running of branches: if the business has any branch, affairs or activities are looked
after by a separate person. He is supposed to be incharge of this branch. When he can get
adequate authority with responsibility he could work for the smooth and effective functioning
of the particular branch.

Interest and initiative: Whenever the delegation of authority takes place, the subordinate
may do the work with the interest. In certain cases, the subordinate by himself takes initiative
do the work properly.

Satisfaction to subordinates: Delegation of authority will satisfy the self actualization needs
of the individuals.

Expansion and diversification of business activity: The subordinate are fully trained in
decision making in various field of the business by using the delegation of authority. This type
of talents of subordinates can be use by the top management in the expansion and
diversification of the business activities.

(d) Indicate the influencing factors of motivation.

Ans: (Refer) OR

(e) What is business? State its importance.

Ans: Definition of business:
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“Business is an enterprise engaged in the production and distribution of goods for sale in the market
or rendering services for a profit.” —Robert N. Owens

“Business is an institution, organized and operated to provide goods and services to the society under
the incentive of private gain” — H. Wheeler

Importance of business:
Business is needed due to following reasons.

1 To remove poverty — The economic development of a country depends upon the growth of
business. Industry, trade and other business activities generate wealth and add to national
income. A country may have abundant natural resources. But it will remain poor until these
resources are utilized productively. Business enterprises make productive use of national
resources so that per capita income of people can increase. Business also makes effective
use of technological improvements to create wealth.

1 To generate employment - The number of persons who seek jobs is rapidly increasing .In a
country like INDIA, agricultural sector is already over-burdened and unemployment has
become a serious problem. Business offers employment to millions of people. There is
unlimited scope for employment in industry and trade due to the visit range of business
activities.

1 Toimprove standard of living — Business helps in increase the purchasing power of people.
It provides them the wide range of products and services to satisfy human wants. Business
firms provide information and education to customers through advertisements and other
means. People can enjoy new and better products to improve their living standards. Increases
in consumption increases demand and production thereby contributing to further progress of
the country.

I To earn foreign exchange — A country cannot produce everything needed by its people. It
has to import certain items for which foreign country is required. Business helps to earn
foreign exchange through exports. It helps to reduce pressure on the country’s balance of
payments and enables a nation to achieve economic independence. A country can obtain
supplies of food and other essential products which does not produce. Similarly, a country
can sell its surplus output to other countries.

1 To promote social welfare — Business can enrich human life and establish a better society.
In the course of business activities people belonging to different religions, castes, and regions
come to one another. Business dealings with the nations provide socially useful, culturally
desirable and politically significant moment.

(f) What are the principles of organization?

Ans: (ReferQ4f Summer2005)

(g) Explain the disadvantages of decentralization.

Ans:

The disadvantages of decentralization are explained below:

1 No proper division of work: The work load of the organisation cannot be evenly divided to
be given to each department.

1 Duplication of work: If the same type of work is performed in more than one departments
i.e., duplication of work, separate machines and equipments are used to be perform the
duplication of work.
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1 No standardization: There is no possibility of adopting a standard procedure to perform the
same type of work in all the departments. Besides, it brings about difficulties in selection and
training in each department.

1 Heavy expenditure: A large number of staff members and supervisors are required under
this department. It leads to increase in the cost of operation.

(h) Enumerate the various qualities of leadership.
Ans: Definition of leadership:

Leadership may be defined as, “The process of influencing and supporting others to work towards the
achievement of a common goal.”

The individual who exercises influence is called the leader and other members of the group are called
the followers.

In general, leadership is the process of leading, influencing, commanding and directing or guiding
people towards the achievement of a shared common goal.

Leadership traits/qualities:

The study of the lines of successful leader reveals that the following important traits should be
possessed by a leader to be effective:

Intelligence: Intelligence means ability to think scientifically, analyze accurately and interpret clearly
and precisely the problems before them. It is the natural quality of a person, to a great extent,
because it is directly related to the brain. Though it is a natural quality, it can be improved with the
help of proper training as well.

Physiological Factors: Physical features of a person determine his personality which, in turn, is an
important factor in determining success of leadership. Height, weight, physique, health & appearance
of an individual have a very strong impact on the personality & success of the leadership.

Emotional Stability: To be successful, a leader must have high level of emotional stability. He must
be consistent in his actions, should not be biased & should know how to control anger. He must be
well adjusted & self confident personality who believes that he can handle most of the situations
successfully.

Intense Inner Motivational Drive: Successful leaders generally have very intense inner motivational
drives. They have the inner urge to keep on accomplishing something all the time. Not only should be

self motivated, but he must have the requisite quality to motivate the others also.

Human Relations Attitude: A leader should always try to develop social understanding with other
people. He should have intimate knowledge about the people & the interpersonal relationships. It is
very important for a leader to possess knowledge of how human beings react to different situations.

Vision & Foresight: A successful leader should have the capability to look into future and visualize
trends and devise his policies and programmes with foresight based on logical programmes.
Empathy: It is the ability of a person to observe the things or situations from the point of view of
others. On the basis of empathy, he can predict and understand the behavior of people but for that he
must have an understanding of the rights, beliefs, values and feelings of other people.

Fairness & Objectivity: A good leader must show fairness and objectivity in his dealings with his
subordinates. He should not be biased & he should not allow himself to become emotionally involved
to the extent that it becomes difficult to make an objective diagnosis & implement the required action.
Technical Skills: Planning, organizing, delegation, analysis, seeking advice, making decisions,
controlling and winning cooperation constitute technical competence of leadership. A leader can win
support from his subordinates with his/her technical skills.
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Open Mind & Adaptability: Flexibility or open mindedness is a quality which makes a leader more
identified with the group. He should not be critical of others. He must accommodate the view point of
others & should be willing to modify his decision on the basis of that.
Art of Communication: To be successful a leader must know how to communicate effectively. Good
communication skills can be used for persuasive, informative & stimulating purposes. A successful
leader is generally an extrovert & a self confident person.
Social Skills: Social skills play a very important part in successful leadership. A leader should know
the plus & minus points of his subordinates. He should have the ability to work with his people in such
a way that he wins their confidence & loyalty. A successful leader is one with whom people cooperate
willingly & not under any pressure.

The above mentioned list of qualities is only suggestive & not exhaustive. A person may not be

having most of the above mentioned qualities & still may be an effective leader.
4.(a) Briefly indicate the characteristics of partnership.
Ans: Definition of Partnership:

“A partnership may be defined as the relation existing between persons, who agree to carry on a
business in common with a view to private gain.”[L.H.Haney]

“Partnership is the relation between persons who have agreed to share the profits of a business
carried on by all or any of them acting for all.”
[Indian Partnership Act, 1932(Section-4)]

Characteristics of Partnership:

The essential elements of a partnership contract are enumerated as follows:

1) Lawful business: The term ‘business’ includes all trades, professions or occupations, the
purpose of a partnership agreements is to carry on a lawful business and nothing else.

2) Name of the business: The partnership firm must have its own name. The name in which
the business is carried on is called the ‘firm name’.

3) Association of persons: At least two persons are needed to make a partnership. The Indian
Partnership Act is silent about the maximum number of members.

4) Profit motive and sharing of profits: Partnership business is formed with the object of
earning profit. The profit earned is to be distributed among the partners as per an agreed
ratio.

5) Contractual relationship: Partnership is a contractual relationship between the persons who

are competent to enter into a contract. Relationship between partners arises from contract
and not from status.

6) Mutual trust and confidence: The successful working of a partnership depends on mutual
trust and confidence of its partners. Partners have the duty to observe utmost good faith in
business dealing.

7) Principal-agent relationship: It is not necessary that the business should be managed by all
the partners. Any one or more partners can run the business on behalf of all the partners.
Each partner is an agent of the firm and his activities bind the firm.

8) Restrictions on transfer of share: No partner can transfer his share in the partnership
without the prior consent of all the other partners. Thus, a partner cannot transfer his interest
at his own will.

9) Unlimited liability: Partnership is based on the principle of unlimited liability. The personal

property of the partners can be attached to satisfy the claims of creditors of the firm, if the
assets of the firm are insufficient to meet the claim of the creditors.

10) Management and control: Every partner has the right to take an active part in the
management of the firm. The unanimous consent of all partners is required to take any major
decision.

(b) Explain the different types of training.
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Ans

: (Refer Q1b Summer2005)

(c) Write about the nature of direction.

Ans

: Definition of direction:

“Directing consists of the process and techniques utilized in issuing instructions and making certain that
operations are carried on as originally planned.”

[Haimann]

“Direction is the interpersonal aspect of managing by which subordinates are led to understand and
contribute effectively to the attainment of enterprise objective.”

[Koontz and O’Donnell]

Nature of direction :

The

following are the features of direction ring out the nature of directing function of management.

It is a dynamic function: Directing is a dynamic and continuing function. A manager has to
continuously direct, guide, motivate, and lead his subordinates. With change in plans and
organizational relationships, will have to change the methods and techniques to direction.

It initiates action: Directing initiates organized and planned action and ensures effective performance
by subordinates toward the accomplishment of group activities. It is regarded as the essence of
management-in- action.

It provides necessary link between various managerial functions: Directing links the various
managerial functions of planning, organizing, staffing and controlling. Without directing the functions of
controlling will never arise and the other preparatory functions of management will become
meaningless. In the words of Haimann, "nothing happens unless and until the business automobile is
put into gear and the accelerator pressed.”

It is a universal function: Directing is a universal function that is performed in all organizations and at
all the levels of management. All managers have to guide, motivate, lead, supervise and communicate
with their subordinates, although more time is spent on directing at higher levels of management.

It is concerned with human relationship: The direction function of management deals with
relationship between people working in an organization. It creates co-operation and harmony among
the members of the group. It seeks to achieve orderly arrangement of group effort to provide unity of
action in the pursuit of common objectives.

(d) Differentiate between financial & non-financial incentives.

Ans:

OR

(e)

Ans

Discuss briefly the various advantages of co-operative society.

: Definition of co-operative society:

“Co-operative is an association of individuals to secure a common economic goal by honest
means.’[Sir Horace Plunkett]

“Co-operative society is a voluntary association of individuals which has its objectives in the promotion
of economic interests of its members in accordance with co-operative principles.”

[Section-4 of the Indian Co-operative Societies Act, 1912]

Advantages of co-operative society:
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The advantages of a co-operative form of organization can be enumerated as follows:

1 Easy formation: A co-operative society is a voluntary association of persons. It does not
require long and complicated legal formalities at the time of formation. Any ten persons, may
form a co-operative society for the promotion of their economic interests.

1 Limited liability: The liability of the members is limited to the extent of capital contributed by
them as mentioned in the bye-laws of the society.

1 Open membership: Any person can become a member of the society and avail of its
advantages. The minimum number of members required is ten but there is no limited to the
maximum number of members. A member can leave the society by returning his share
whenever he likes.

1 Democratic management: A co-operative society is managed in a democratic way on the
basis of equal voting rights. Thus, every member is able to have a voice in its management.
Every member has an equal say in formulating the policies of the society.

1 Perpetual succession: It is separate legal entity and its life is not affected by the death,
insolvency or conviction of its members. It has a fairly stable life and it continues to exist for a
longer period.

I State patronage: The policy of the government is to encourage co-operatives in every field.
Co-operatives are given financial assistance and loans at much lower rates of interest. Co-
operatives are exempted from paying stamp duties and registration fees. As regards income-
tax, co-operatives are offered several concessions and reliefs.

1 Service motive: Co-operative societies are started, not for profit, but for service. The
members are provided with financial help and goods and services at concessional rates. A
feeling of co-operation is created is created among the members.

1 Economic advantages: It provides financial assistance to agriculturists & low income group
members. It also provides loans for productive purposes. Moreover, credit co-operatives
protect the members from exploitation from money-lenders.

1 Social advantages: With the help of establishment of co-operative societies, the feeling of
co-operation and democracy increases in the society. Economic power is decentralized. The
poor people can get the advantages of their efficiency by becoming members of a co-
operative society.

1 Moral advantages: Mutual help, self-help, hard work, education, self dependence, savings,
etc., are considered as the basic principles of co-operative societies. It is for avoiding social
tensions, litigation and mutual distrust. Co-operative systems attempt to achieve a wide-
based rural industrialization.

(f) Explain the selection process in organization.

Ans: Selection is a negative process of hiring workers, because it involves rejection of candidature at
various steps of selection procedure. Selection involves evaluation and choosing among job seekers.
Proper selection of personnel builds up a strong and suitable workforce for the industrial enterprise.

Steps in selection process: A standard selection process involves seven steps as described below:

Preliminary Interview: It is candidates’ initial screening interview to make faster evaluation of
suitability of candidates .Totally unsuitable candidates are eliminated at this stage.

Application Blank: After preliminary interview suitable candidates are provided with blank application
forms for securing information regarding candidates’ qualification, experience age and other
details,which serves as a record for the organization.
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Employment Test: Candidates’ capacity,skill and knowledge, required for the job are judged through
the employment test.

Different tests are conducted for different jobs as below:

Intelligence Test: To judge the candidates’ mental ability to learn, understand and make decisions
intelligence test is conducted.

Aptitude Test: To judge the candidates’ potential to learn the skill required top perform job aptitude
test is conducted.

Proficiency Test: To judge the proficiency and knowledge acquired by the candidate for performing a
job proficiency test is conducted.

Interest Test: To know the special inclination and involvement of the candidate in the specific area
interest is conducted

Personality test: To know the different personality traits of the candidate personality test is conducted.

Interview: Interviews facilitate the enterprise to seek more information about the candidate and his
suitability for the job. It also helps the candidates to know about the terms and conditions, wages and
the enterprise.

Reference Checking: Further information regarding candidates’ education, personal reputation, past
employment, financial condition, police record, etc is obtained through the refrees. The reference
checking is done by malil, telephone or through personal visit.

Medical Examination: It is a part of selection process for all suitable candidates, which ensures the
enterprise healthy employees. It is conducted after the final decision has been taken to select the
candidate

Final Selection: After clearing all the hurdles in the selection procedure, candidate is finally selected
and issued an appointment order. Initially the appointments on probation for a period upto two years.
During this period his performance, ability, character is watched. This period also provides the
candidate sufficient time to get acquainted and adjusted himself with the environment of the
organization. After successful completion of this period his services are confirmed.

(g ) State the advantages of centralization.

Ans: (Refer Q4g Summer2005)

(h) Give a lucid note on : Measurement of morale.
Ans: (ReferQ3h Summer2006)

5. (a) Classify the business activities.

Ans:

Business activities may be divided into five categories:

1) Activities related to production of goods.
2) Activities related to rendering of services.
3) Activities related to distribution of goods.
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4) Activities rendering distribution assistance.
5) Activities rendering financial assistance.

Broadly, business activities may be divided into two main divisions:
A. INDUSTRY

Industry is concerned with the making or manufacturing of goods. It is that constituent of production
which is involved in changing the form of a good at any stage from raw material to the finished
product, e.g., weaving woolen yarn into cloth. Thus industry imparts form utility’ to goods. The goods
produced may either be used by other enterprises as raw materials for further production or as final
products by consumers. When goods are used by other enterprises for further production, they are
known as “producers” goods. The productions of plant, machinery, equipment etc. are examples of
producers’ goods. When goods are finally used by the consumers, they are known as “consumer
goods”. The examples of such goods are cloth, bred, groceries, drugs, etc. an enterprise may produce
materials which will be further processed by yet another concern for converting them into finished
goods. These goods are known as intermediate goods. The examples of this category are — plastics,
rubber, aluminum etc.

Classification of Industry:-
The industries may be classified into under:

1) Primary and genetic industry: Genetic industry is related to the re-producing and
multiplying of certain species of animals and plants with the object of earning profits from their sale.
Nurseries, cattle breeding, fish hatcheries, poultry farms are all covered under genetic industry. The
plants are grown are birds and animals are reared and then sold on profit. No doubt, nature, climate
and environment play an important part in these industries but human skill is also important.

2) Extractive industry: The extractive industry is engaged in raising some form of wealth from
the soil, climate, air, water or from beneath the surface of the earth. These industries are classified
into two categories. In first category, workers merely collect goods already existing. Mining, fishing
and hunting is covered in this category. In the second category, the goods are to be produced by the
application of human skill, i.e., agriculture and forestry. Extractive industries supply basic raw
materials that are mostly the products of the soil. Products of these industries are usually transformed
into many useful products by manufacturing industries.

3) Construction industry: This industry is engaged in the creation of infrastructure for smooth
development of the economy. It is concerned with the construction, erection or fabrication of products.
These industries are engaged in the construction of buildings, roads, dams, bridges and canals.
These industries use the products of other industries such as cement, iron, bricks and wood, etc.
engineering and architectural skills play an important part in construction industry. Engineering and
contracting firms are organized for undertaking operations of construction industry

4) Manufacturing industry: This industry is engaged in the conversion of raw materials into
semi-finished or finished goods. This industry creates from utility in goods by making them suitable for
human use. Most of the goods which are used by costumers are produced by manufacturing
industries. These industries supply machines, tools and other equipments to other industries too. The
products of extractive industry are generally used as raw materials by manufacturing industry which
may be classified as follows :
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a) Analytical industry- in this industry, end product is analyzed and many products are received
as final products. In the processing of crude oil will get kerosene, petrol, gas and diesel etc.
b) Processing industry- in this industry, a product passes through various processes to become

a final product. The finished product of one process becomes the raw material of the receiving
process and soon the final process produces the finished goods. In case if cotton textiles, cotton
passes through ginning, weaving and dyeing processes to become cloth. Sugar industry and paper
industry are other examples of processing.

C) Synthetic industry- in this industry many raw materials are brought together in manufacturing
process to make a final product. In manufacturing cement, rocks, coal etc. are required. Soap making,
plastic paints are other examples of synthetic industry.

B. COMMERCE

Meaning: commerce is concerned with the exchange of goods. It includes all those activities which
are related to the transfer of goods from the place of production to the ultimate consumers. Generally,
commerce and trade are taken as synonyms words. Whereas trade involves buying and selling of
goods, commerce has a wider meaning. Commerce includes trade and aids to trade. Besides trade, it
includes all those activities which help the expansion of trade. The aids to trade include transport,
banking, insurance, warehousing, advertisement and salesmanship. Without the help of such
agencies it is not possible to take goods from one place to another, so that they may reach the
consumers who are spread all over the world. So the service of various agencies which facilitate
transportation of goods, finance various activities, provide storing facilities, help in publishing goods
and undertake various risks, are not only helpful but are necessary for the growth of commerce.

Evelyn Thomas says, “Commercial occupations deal with the buying and selling of goods, the
exchange of commodities and the distribution of the finished products.” This definition deals with only
the trading part of commerce and ignores aids to trade which are also very important. An exhaustive
definition of commerce has been given by James Stephenson who has included both trade and
ancillary services.

“Commerce embraces all those processes, which help to break the barriers between producers and
consumers. It is the sum total of those processes, which are engaged in the removal of hindrance of
persons (trade), place (transport and insurance) and time (warehousing) in the exchange (banking) of
commodities”.

So it can be said that the activities which establish the relationship between producers and consumers
are known as commerce.

Components of commerce
Commerce can be classified into two categories:
1) Trade 2) Aids to trade

Trade — Trade is the process of taking goods from the source of production or place of procurement
to the consumers. The producers cannot come into direct contact with consumers; so there should be
some channel which will facilitate the transmission of goods from the producers to the consumers.
The channel which helps the exchange of goods is called trade.

Classification of trade:-

Trade may be classified as follows:-
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a) Internal trade or home trade — The purchase and sale of goods inside the country is called
internal trade. Goods can be taken to any place but within the boundaries of the country. Internal
trade may be divided as such:

1) Local trade: When the demand for products is limited only to a particular place, it is called local
trade. Goods are produced according to the local needs of the consumers. the producers and the
consumers belong to the same place. The goods traded in local markets are generally goods of daily
use and perishable goods. These goods are vegetables, milk, bread, etc.

2) Provincial trade or state trade: those goods are of durable nature and sent throughout the state or
province. The trade is limited to the boundaries of the state. Sometimes government outs some
restrictions on the sale of goods outside the state. Sometimes goods are produced according to the
needs, requirements or consumes of a particular region of state, then these goods are not required
outside the boundaries of the state.

3) Inter — state trade: The trade conducted throughout the country but within the national boundaries
is called inter-state trade. The goods traded are of durable nature and can be stocked for a longer
period. The production of these goods is on a large scale basis and they are sent to other parts of the
country. Various kinds of textiles, kerosene, petrol, iron, steel, etc. are traded on the inter-state basis.

b) External trade or foreign trade- When trade takes place between two countries, it is called
foreign trade. Two countries are involved in foreign trade. The hindrances of place, time, risk,
exchange are overcome with the help of various agencies. External trade generally requires
permission from the respective countries. External trade may be import trade or export trade.
When goods are purchased from outside countries, it is called import trade. On the other
hand, when goods are sold and sent out to other countries, it is called export trade.

c) Wholesale and retail trade — in wholesale and retail trade, goods are purchased in large
guantities and are sold to retailers. A wholesaler is a link between the producer and the
retailer. This helps the producers in making bulk production and selling in large quantities to
traders. A wholesaler does not come into direct contact with the consumers.

Aids to trade:-

1) Hindrance of person: This hindrance refers to lack of contact between producers and
consumers. The producer is faced with the problem of finding the buyers who need the goods
he has produced and who are able and willing to buy such goods. The consumers do not
know the source of supply of goods which would satisfy his needs at prices he can afford.
Commerce removes these hindrances by means of trade. Trade provides an organized
market where the buyers and sellers can make contact each other. It saves both producers
and consumers from the time -consuming and expensive exercise of locating each other.

2) Hindrance of place: A major problem faced by producers is to send their goods to distant
places without loss through theft, pilferage, damage, etc. Commerce solves these problems
by means of transport, packing and insurance. Modern means of transport carry goods to far-
of places quickly and safely. Packing of goods helps to preserve their quality of goods. Thus,
transportation and packing are useful commercial activities.

3) Hindrance of time: In modern industry goods are produced on a large-scale in anticipation of
demand. There is usually a time gap between the production and the consumption of goods.
Therefore, it become necessary to store the goods until they are sold. This problem is solved
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by warehousing or storage. Warehouses provide suitable storage facilities to protect the
goods from five, rain, pests, etc. warehousing is, thus, an integral part of commerce.

4) Hindrances of exchange: Buying and selling of goods between persons living in different
places requires a common medium of payment. Money serves as common medium of
payment. However, convenient, and safe means of payment are required to settle the
transaction. Banks helps to remove these obstacles in the process of exchange by making
and collecting payments on behalf of their clients. Now businessman can send money from
one place to another in the form of bank-draft, cheque, etc., without facing any risk. Banks
also provide credit in the form of overdrafts, letter of credit, cash credit, discounting of bills,
etc

5) Hindrance of Risk: During transportation and storage, there are several possibilities of loss
or damage of goods. There also exist of theft, burglary deterioration, fire, etc. These risks
cause anxiety among businessman and discourage them from investing money in business.
Insurance helps to remove the hindrance of risks by compensating businessman for financial
loss. It plays a vital a role in the development of trade and commerce.

6) Hindrance of knowledge: Often a producer or merchant finds it difficult to sell his goods and
service because consumers are not aware of their benefits and uses. Advertising and sale
promotion remove this hindrance by bringing goods and services to the knowledge of
consumers. Advertising also persuades people to buy the goods and services.

(b) State the types of decisions.
Ans: (Refer Q3b Summer2005)
(¢) Examine the methods of achieving effective co-ordination.

Ans: Definition:

“Co-ordination deals with the task of blending efforts in order to ensure the successful attainment of
and objective. It is accomplished by means of planning organizing, actuating and controlling.” [G.R.
Terry]

“Co-ordination is a part of all phases of administration and that it is not a separate and distinct
activity. "[Newman]

Methods of achieving effective co-ordination:

In order to ensure effective co-ordination, the co-ordination should be based on certain principles.
They are briefly explained below:

1 Early Start: The co-ordination should be started even from the planning function of
management. The management should prepare the plan after consulting the concerned
officials. By this the preparation of a plan and its implementation will be very easy for the
management. Then, there will be no resistance from the concerned officials.

1 Personnel Contract: Oral communication brings two persons very close. It means, there is a
possibility of personal contract. An agreement may be arrived on methods; actions and
achievement of objectives through personal contract, ideas, views, opinions,
recommendations feelings, etc. are conveyed to the receivers effectively through personal
contact. Personal contact avoids controversy and misunderstanding. Thus, co-ordination is
archived through co-ordination and mutual understanding and not by force, order or coercion.

1 Continuity: Co-ordination is a must so long as the organization continues to function. Co-
ordination is the key stone of the organizational structure. So, Co-ordination starts with
planning and ends with controlling.
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1 Reciprocal relationship: This principle states that all factors in a situation are reciprocally
related. Each factor influences other factors and are influenced by the other factors, Thus,
the action of one employee influenced by the action of other employees and vice versa. So,
there is a need for integration of all efforts, actions and interests.

1 Dynamism: The external environment of business influences the internal activities of the
business. Besides, the internal activates and Co-ordination Decisions are changed according
to the circumstances prevailing. So, co-ordination is modified according to the external
environment and internal actions and decisions. Co-ordination should be a dynamic one.

1 Simplified organization: Simplified organization also facilitates effective co-ordination. The
management can arrange the departments in such a way, to get better co-ordination among
the departmental heads. If two section of two department’s functions are most similar in
nature, these two departments are put under one executive in charge. This facilitates to get
better co-ordination. Somebody recommended that if there are dissimilar functions between
two sections of departments, these to departments should be handed over to only one
executive. This will also ensure better co-ordination between the two departments. Acceding
to Keith and Gabelin, “even though certain activities are dissimilar, Management may put
them under a single executive becaus4e they need close co-ordination}.

1 Self Co-ordination: According to this principle, the function of one department affects other
department and in turn, is affected by the functions of other departments. The same
department modifies its functions in such a manner that it may affect other departments
favourably. In this way, co-ordination is achieved. There is a need for affective communication
to get self — co- ordination. Effective communication facilitates a department to appraise the
functions of another department.

9 Clear-cut objectives: The departmental head should know clearly the objective of the
organization. So, management must take necessary steps to explain the objectives to the
departmental heads. This is very useful in achieving the common objectives of the
organization collectively. Clear-cut of objectives and clear explanation of objectives are bound
to produce uniformity in action

9 Clear definition of authority and responsibility: The management should clearly define the
authority and responsibility of each individual and of each department. This will facilitate
effective co-ordination in an organization. Besides, it will reduce conflicts among the
individuals. The department manager has enough authority to exercise over the subordinates
who have violated the limits and other irregularities.

1 Effective communication: Effective communication is necessary for proper co-ordination.
The individual and department problems can be solved with the help of co-ordination. In
addition, the efforts of a staff are effectively utilized to achieve the objectives of the
organization.

1 Effective supervisor: Effective leadership also helps in proper co-ordination. Leadership
creates confidence in the minds of subordinates and increases the morale of the
subordinates.

1 Effective supervision: Top executives should supervise the work of subordinates to ensure
successful performance as planned. Top executives may entrust this type of work to the
supervisors. When, the top executives find any deviation, they may take immediate steps to
correct them with the help of supervisors and the top executives. Thus supervisors play an
important role in co-ordination.

(d) Evaluate the contribution of Abraham Maslow’s Need Hierarchy Theory of Motivation.

I. Ans: MASLOW’S THEORY OF HIERARCHY OF NEEDS
One of the most appealing theories of human motivation is that of Abraham Maslow. In 1943, Maslow

introduced his theory stating that once the needs at a particular level in the hierarchy of needs are
satisfied, they are no longer a motivating factor. Instead, the needs at the next level in the hierarchy
become the motivators for the individual. The five levels in the hierarchy of needs proposed by
Maslow are described as below:
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1. Physiological needs: This includes hunger, thirst, and sleep.
2. Safety needs: These include security & protection from physical & emotional harm.
3. Belongingness & love needs: These include affection, belongingness, acceptance & friendship.
4. Esteem needs: These include internal esteem factors such as self respect, autonomy,
achievement & external esteem factors such as status, recognition & attention.
5. Self-actualization needs: These include growth, achieving one’s potential, and self-actualization.

Self- actualization is the highest motive, it is the need for self fulfilment, and the need for
becoming everything a person is capable of becoming, using his skills to the fullest and stretching
talents to the maximum.

Research findings about Maslow’s theory:

Maslow’s theory is highly popular, because it is logical & presents an optimistic view of human
nature. Unfortunately, the theory has not been supported by scientific research. The main
difficulties in his theory are:

1. Maslow has organized human needs vertically. But it is possible to do so horizontally.

2. People who have satisfied their “lower” needs do not always seek “higher” ones. Maslow
himself had pointed out that even if all the other needs are satisfied, people do not
automatically become self-actualizing.

3.  Some people aim to satisfy “higher needs even at the cost of “lower” needs.

SUMMER 2008

1.(a) Give the definition & characteristics of Joint Stock company. Explain its merits &
demerits.

Ans: Joint Stock Company, form of business organization, was evolved to overcome the limitations of
sole proprietorship & partnership.

Joint Stock Company grew up as a convenient form of business organization to solve the needs of
huge capital, managerial skills, limited liability etc. A joint stock company is capable of mobilizing a
larger amount of capital with the provision for limited liability & specialized management to organize a
large scale operation.

The Companies act 1956, defines a joint stock companyas, A an i ncorporated
an artificial person created by law, having a separate name, a common seal, a separate legal
entity & perpetual succession, where in the Ii

i A ¢ @amyps an association of many persons who contribute money to a common stock &
employ it for a common purpose. 0
[Lord Justice Lindley]

The following are the advantages of Joint Stock Company:

1) Accumulation of huge financial resources: The Company form of business facilities
mobilization of large amounts of capital for investment in industries. The company by its
widespread appeal to investors of all classes can rise huge capital required for large scale
operations. In addition, to can borrow from banks and financial institutions to a large extent.

2) Economies of large scale production: the company form of business can enjoy all the
benefits of large scale production, such as minimum of cost of production and maximum
profit. Economics in purchase, production, selling, and distribution, etc., would provide goods
to the consumer at the cheaper rates. Large capital enables the size of the business to be
extended and permits the use of expert knowledge and specialization of functions. Thus,
production is increased and efficiency is enhanced.
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3)

4)

5)

6)

7

8)

9)

Scope for expansion: A company can easily expand its managerial capacities and financial
resources. It has a great potential for diversification and growth. It can expand its business by
issuing new shares and debentures as there is no restriction to the minimum number of
members in a public company.

Stability of existence: The organization of a company as a separate legal entity gives it a
character of continuity. As an incorporated body, a company enjoys perpetual existence.
Thus, a company, because of its continuity and stability, can build up a power of endurance
and a high level of efficiency.

Transferability of shares: The shares of a public company are freely transferable. The
shareholders are at full liberty to dispose of their shares to any person they desire. In other
words, shareholders can withdraw their investments from the company at any time they like.
Transferability of shares provides maximum protection to those shareholders who are in the
minority group.

Democratic control: The Company is managed on the principle of democracy. The board of
directors, who manage the company, are elected by the shareholders. The directors are
responsible and accountable to the shareholders. Because of separation between ownership
and management, persons with the managerial ability can occupy positions of control.
Managerial efficiency: A Company can secure the services of highly qualified persons who
are experts in different fields of business management. Through the company, capital and
business ability may be linked together for the benefit of both the individual investor and the
community as a whole.

Stimulation to savings and investment: The Company is an effective media of mobilizing
the scattered savings of the community and investing these savings for commercial purposes.
Insurance companies, banks and other financial institutions invest their money in the shares
of different joint stock companies. It channelizes public small savings into industry.

Tax relief: The Company enjoys higher tax relief as compared to other forms of business.
Company pays lower tax on a higher income as it pays tax on the flat rates. Moreover, a
company gets some tax concessions, if it establishes itself in backward area. Some tax
incentives are available for export promotion also.

10) Diffused risks: The membership of a public company is large. The business risk is divided

among several members of a company. This encourages investment of small investors.

11) Statutory regulations and control: Formation and working of companies are well regulated

by the provisions of the companies act. These strict regulations safeguard the interests of
shareholders and people who deal with the company. Statutory regulations make the
management healthy, fair and just for all the activities of the company.

12) Public confidence and popularity: A company is guided and controlled by strict regulations

and government control. This ensures public confidence with regard to investment in shares
and debentures. Since the company’s financial accounts are published and circulated, the
public has enough faith on the activities of the company. Thus, at present, a company enjoys
greater public confidence, better prestige and reputation in the business world as a whole.

The following are the disadvantages of a joint stock company:

1)

2)

Adherence of too many legal formalities: The formation of company requires adherence of
too many legal formalities. The establishment and running of company would prove to be
troublesome, because of complicated legal regulations. Moreover, the formation and
management of the company is expensive too.

Concentration of power in a few hands: Shareholders of the company have practically no
say in the affairs of the company. The directors of the company become self-centered and
they do not care for the shareholders. In most of the cases, directors try to formulate policies
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3)

4)

5)

6)

7)

8)

9)

in order to promote their own interests. Thus, the company form of organization has helped
concentration economic power in few hands.

Excessive government control in few hands: A company has to observe too many
provisions of different laws imposed by the government. This affects the smooth functioning
of the company.

Undue speculation in shares of the company: Undue speculation in shares of company is
injurious to the interests of the shareholders. Sometimes, directors should indulge in
speculation by misusing inner information of the company for speculative purposes and
personal gain.

Fraudulent management: The promoters and directors may indulge in fraudulent practices.
The unscrupulous directors may present a rosy picture of the company in its annual report. In
this way, the innocent and ignorant investors are duped.

Bureaucratic control: Quick decisions and prompt action are absent in the management of
a company. It makes a company an inflexible enterprise. As a result, officers and their
assistants do not enforce any decision promptly. Opportunities may be lost because of delay
in decision-making.

High nepotism: In companies, employees are selected not on the basis of ability but on the
basis of personal interest of the management. There is scope for a high degree of favoritism
and nepotism and as a result worthless people join the company.

Inflexibility in management: A company cannot quickly adjust with the changing conditions
in the market, because of this complex structure and legal obligations. It has, therefore, less
flexibility in management.

Monopolistic control and exploitation of consumers: Joint stock companies facilitate
formation of business combinations which ultimately lead to monopolistic control and
exploitation of consumers.

10) Social abuses: Evils of factory system like insanitation, pollution, congestion of cities are

OR

attributed to the company form of organization. Moreover, the close and cordial relationship
between the management and employees is difficult to maintain. It brings about strikes,
lockouts, retrenchment, closure, etc., in the business.

(b) State the need & objectives of training. Discuss the important methods for training of
operative personnel.

Ans:

Introduction
Definition of training
Need of training

Objectives of training
Methods of training operative personnel

ANS: Training is teaching of basic knowledge and technical skills to the workers to perform a specific
job. This is an organized activity that enables a trainee employee to acquire knowledge, problem
solving ability for performing a required job.
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Methods of training :The following methods of training are resorted to provide training to the newly
appointed workers.

1)

2)

a)

b)

c)

d)

e)

On the Job Training: when the workers are provided training at the workplace itself, it is called

as on the job training. It takes the following forms:

a) Coaching: Under this method immediate superior trains a subordinate. It is learning by
doing. He superior teaches necessary skills and knowledge required by the job.

b) Job Rotation: Under this method workers are shifted from position to position so as to
broaden their experience and to become familiar with the various aspects of operations of
the enterprise.

¢) Under Study: under this method a subordinate is prepared and developed to fill the
vacancy caused by the termination, promotion, death or transfer of the superior in the
enterprise.

d) Special Project: Under this method a project is assigned to the trainee related to his job
and the field for acquiring the knowledge of the assigned subject.

Off the Job Training: When the workers are provided training outside the workplace, it is
called as off the job training. It removes the individuals from the worries of the workplace
enabling them to concentrate fully on learning. It takes the following forms:

Vestibule training: A similar environment to that of workplace is created at the vestibule
school. This training is most suited to the large number of trainees that is not possible at the
workplace. It is very expensive because of duplication of materials and machinery.

Classroom Instructions: Experts from the outside and from within the organization are invited
to teach the trainees. A particular subject. Classroom Instructions are supplemented with
case study methods.

Seminar and Conference: Seminars and conference are organized from time to time to
discuss regarding the recent developments in the field.

Committee assignments: A temporary committee is formed and assigned a subject related to
the organizational objectives and the committees is asked to submit its recommendations
after study.

Role Playing: A specific Role of a manager or superior is assigned to play a trainee employee
for higher training required for higher jobs.

Advantages of training:-

1) Training leads to high performance standards, thereby increasing the overall productivity
and ensuring quality product.

2) Trained employees follow uniform procedures in performing jobs resulting into saving of
time.

3) Trained workers make economic use of materials and avoid wastages that result in the
reduction of production cost.

4) The work of trained employees need not require close and continuous supervision.

5) Training prevents dissatisfaction, complaints and absenteeism among workers and
develops a sense of belonging to the organization.

6) Training facilitates better management and managers can delegate authority to their
subordinates.

7) Training helps the management to spot out the promising and dependable officers for the
enterprise.
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2.(a) Define Communication. Explain the role & importance of communication in organization.

Ans: (Refer Q2a Summer 2007)
OR

(b) Describe the types & importance of morale. State the benefits of high morale & effects of
low morale.

Ans; : (Refer Q2a Summer 2007)

3.(a) Define the terms management & administration.

Ans: Concept:

‘Management’ and ‘administration’ are absolutely controversial words and their intensive study is,
therefore, necessary. According to British concept, the scope of management is wider than
administration. According to modern concept, management and administrational synonymous. On the
basis of modern concept, there cannot be any clear cut demarcation between the managerial and
administrative functions. Managers have to perform both the functions simultaneously at different
levels of organizational hierarchy.

Administration is a thinking function of the top level management. It sets objectives which
management strives to realize. It lays down the policies under which management operates. It helps
in deciding the field of operation of business activities.

The element of administration increases as one progresses of to higher ranks (or positions) and the
element of management increases as one proceeds to the lower ranks.

Serial Basis of Administration Management
No. Differentiation
1. Meaning It means determination of It means creating the
internal

objectives, targets and policies of| environment towards the
attain-
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an enterprise. ment of goals of
enterprise.
2. Nature of work It is a decision making function. It is an executive
function.
3. Level of Authority It is concerned with top level of It is concerned with
middle and
management. lower level of
management.
4. Scope It is a wider term than manage- It takes the decisions
within the
5. ment. Framework set up by the
admini-
stration.
6. Use of term It is generally used in non It is generally used in
business
business institutions. institutions.
7. Factors influencing decision- Its decision are influenced by Its decisions are
influenced by
making external factors. internal factors.
8. Determination of limits It determines those limits within It functions within the limits

which management has to

determined by the

administration
function.

(b) Point out the advantages of informal organization.

Ans: The following are the advantages of informal organization:

f
f
f
f

Satisfaction of personal and social needs.

Fulfillment of urge for affinity, love and friendship.

Dilution of fatigue, boredom and frustration from working with formal organisation.

Promise of social security in the event of accident, sickness, superannuation or death of the
member.

They are supplementary and supportive to formal organisation in tackling and resolving many
issues and problems.

They assist in making the attitude and behavior of the employees’ positive to the
management. Therefore the management of the formal organisation should give its full
support to informal organisations set up for productive causes.

Useful communication, contact and updated information to the formal organisation.

Greater awareness among the employees about their rights and privileges and an in-built
check on whimsical and dictatorial of the employer.

They provide a good platform for personal development of the members and families. It is
through exchange of information & viewpoints, discussions and deliberations that the junior
members can avail the benefits of the experiences of their seniors. Thus, they serve as a
training ground.

Encourage self help through mutual help, cooperative attitude and spirit-de-corps.
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1 The communication gap is narrowed down, employee morale and motivation gets enhanced,

their frustration is diluted and they take greater interest in their jobs in the formal organisation.
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(¢ ) Highlight on the obstacles in the process of delegation of authority.

Ans: They may be divided, for purpose of understanding into the following three headings:

A Obstacles from the side of delegator
A Obstacles from the side of delegatee
A Obstacles arising from the deficient organisation

These are briefly described below:
Obstacles from the side of delegator

i) Managers-not well versed in the art or skill of delegation
i) Deliberate reluctance to delegate
iii) Lack of confidence in subordinates
iv) Lack of self confidence
v) Lack of confidence of getting work done through people.
Obstacles from the side of delegatee
vi) Inability of subordinates
vii) Deliberate non-cooperation
viii) Lack of initiative, self confidence, vigour and leadership traits
ix) Fear of consequences.
Obstacles arising from the deficient organisation
(1) Lack of proper control mechanism
(2) Lack of proper working conditions
(3) Defective system of communication
(4) Wrong policies of recruitment, selection, training and promotion.
(5) Lack of maintaining healthy industrial relations
(6) Lack of discipline and order.

(d) Explain the procedure of control.

Ans:

Controlling is an on-going function of management. In the process of planning, organizing and
direction there may lie certain in-buit and automatic provision for control, but it is not enough. Setting

up an elaborate and deliberate mechanism of control becomes indispensable.
The following steps are involved in the control process:

i. Determination of Standards
a. Simple easily understandable and attainable definite
b. Measurable
Complementary to main goals & objectives

d. Flexible to meet the needs of changing situation
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iv.

e. Capable of bettering the employee performance and cost reduction.

Measurement of Actual work performance

a. Continuous feedback and flow information about performance of the subordinates
b. Efficient system of reporting the progress

c. Ensuring reliability and accuracy of the information so sort

Comparison of actual with standards and pointing out deviations

If the deviation is beyond tolerance or acceptable limits, the manager should take its
immediate cognizance. The employee should be mad e aware of such deviation. They
should be removing their lapses, deficiency, defects and lacunas. Their full cooperation
should be sort in removing the causes of deviation. Such an action should be timely

without allowing any delay to occur

Taking corrective action

While initiating corrective action it should be seen that it is prompt, quick & timely, definite
and should be in full consideration of its repercussions and impact on the psychology of
employees. If it's found necessary more intensive training and orientations should be
given to the employees, they should be properly guided & supervised and their
performance should be re-appraised.

OR

(e) Explain the social responsibilities of business towards Government.

Ans: (Refer)

(f) What are the sources of recruitment commonly used in the selection of staffing?
Ans: (Refer)

(g) Compare between Centralisation & Decentralisation.

Ans:

(h) Indicate the essentials of good control system.

Ans: (Refer)

(a) State the activities involved in commerce.

Ans: (refer)

(b) Explain the principles of interviewing.

Ans:

Principles of interviewing:
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i. Interviewers’ ability & skill — adequately knowledgeable, skilled and experienced, well-versed
in behavioral sciences so that enable to judge personality traits.
ii. Treating interview as an art — wide reading, practice and experience.
iii. Good environment — formal and pre-planned.
iv. Proper reception and welcome of the interviewees -
V. Spadework for interview
Vi. Avoiding excessive formalities
Vii. Methodical way — adhere to proper and systematic working
viii. Process of deliberation & dialog
iX. Nature of questions — ‘yes’-‘no’ questions should be avoided.
X. Proper scheduling and time planning
Xi. Objectivity
Xii. Rationality of Selection.

(c) Distinguish between communication & co-ordination.

Ans: Refer class Notes

(d) State the important characteristics of leadership.

Ans: (Refer)

OR

(e) Explain the levels of management.

Ans: (Refer)

(f) How is the need of staff determined?

Ans: The need of staffing is determined due to the following reasons:

Employing suitable persons:

Keep pace with new developments
Manpower development

Optimum utilization of manpower
Ensuring job satisfaction

aprwd PR

(g) Mention the advantages of delegation of authority.
Ans:

The delegation of authority gives several advantages to the organization. The important advantages
of delegation of authority are given below:

1 Basis of effective functioning: Delegation lays the basis for effective functioning of an
organization. It creates the relationships with others and achieves various objectives of the
organizations. It creates the relationships with the others and achieves various objectives of
the organization.
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1 Saving the time: Delegation of authority enables the superior to allot more time to important
matters like planning, organizing, staffing directing, co-ordinating, controlling and decision-
making.

1 Reduction of works: Delegation relives the superior from attending the routine matters.
Normally, the routine matters are allocated to the subordinates. It helps the superiors to carry
out more responsible work alone.

1 Opportunity for development: Delegation of authority gives a very good opportunity to the
subordinate to grow. It helps in identifying the best persons among the various subordinates
for development.

1 Benefit of specialized service: Delegation helps the superior to get the benefit of
specialized knowledge of various persons at lower levels. For example, production is
delegated to the production manager, sales to the manager, legal matters to the lawyer and
the like.

V Delegation of authority enables effective managerial supervision.

V Efficient running of branches: if the business has any branch, affairs or activities are looked
after by a separate person. He is supposed to be incharge of this branch. When he can get
adequate authority with responsibility he could work for the smooth and effective functioning
of the particular branch.

V Interest and initiative: Whenever the delegation of authority takes place, the subordinate may
do the work with the interest. In certain cases, the subordinate by himself takes initiative do
the work properly.

V Satisfaction to subordinates: Delegation of authority will satisfy the self actualization needs of
the individuals.

V  Expansion and diversification of business activity: The subordinate are fully trained in decision
making in various field of the business by using the delegation of authority. This type of
talents of subordinates can be use by the top management in the expansion and
diversification of the business activities.

(h) Write a suitable note on Morale of Executives”.

Ans: (refer)

5.(a) Highlight on the importance of Management.

Ans: The importance of management can be enumerated as follows:

Optimum utilization of resources: Management utilizes human and non-human resources
productively. As a result, wastage is eliminated and efficiency is increased. It stimulates the forces of
economic growth. It is a catalyst without which no organization can survive and grow.

Maximum production at minimum cost: An efficient management leads to reduce cost and
increase output through better planning, organizing and control. In the present age of cut-throat
competition, no business can succeed until and unless it is able to provide quality goods and services
at the lowest possible prices. A good management tries to reduce the cost of production by increasing
productivity.

Achievement of group objectives: Management helps in achieving group goals by directing the
activities of the managers towards attainment of group objectives. Management makes the people
realize the objectives of the group and directs their efforts towards the achievement of group
objectives.

Sound organizational structure: Management establishes a sound organization in accordance with
the desired objectives. For this purpose, it divides total work into specific jobs and establishes clear-
cut authority and responsibility relationships among the positions held by people. It encourages the
spirit of co-operation, fellow feeling and mutual understanding among workers.
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Efficient running of business: Management ensures efficient and smooth running of business
through better planning, sound organization, effective control, etc. it encourages human forces to put
in their best performance by improving their skills.

Generation of employment opportunities: Management creates job opportunities by setting up new
business houses and by expanding existing business enterprises. Thus, economic and social needs
of employees can be satisfied.

Increase in profits: Increased profits are the result of either increase in sales revenue or decrease in
cost. Management by reducing costs increases its profits and provides opportunities for further growth
and development.

Improving standards of living: Management improves the standard of living of people by providing
guality goods and services at the lowest possible prices. Moreover, it provides new products to people
with the use of latest technology.

Quick adjustment with external environment: An efficient management enables an organization to
adjust with the complex and ever-changing external environment. Policies and procedures of
management are quickly changed to cope with the changing business environment.

Beneficial to society: Good management techniques make difficult tasks easier and unprofitable
jobs more profitable. The management with its creative nature, designs new products, adopts new
technology, gives the maximum satisfaction to the customers and to the whole society. Thus, proper
management arranges for the production of socially needed essential goods.

(b) Mention the scope of selection process.

Ans: (refer)

(¢ ) What are the basic elements of delegation of authority?
Ans: The following are the three basic elements of delegation:

1 Assignment of duties or responsibilities: This work is being done only at the time, when a
superior has no time to accomplish all the work. The superior automatically assign the work of
responsibility to his immediate subordinate.

1 Delegation of authority: If the work is assigned to any work subordinate, there will be a need
for authority to accomplish it. After the delegation of authority, the subordinate can get
powers to accomplish the tasks in a specified time and in order.

1 Accountability: Accountability means that the subordinate is answerable to his immediate
senior. If there is any mistake or fault committed by the subordinate, the subordinate should
accept responsibility for it. In certain cases, the assignment may be made to the subordinate
if the work is not accomplished for it. In certain cases, the assignment may be made to the
subordinate if the work is not accomplished as per the instructions issued by the superior.
The superior (one who delegates authority) is answerable to the management but not the
subordinate (to whom authority is delegated)

(d) How is the morale of employees measured?

Ans: (Refer)

SUMMER 2009
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1.(a) Define the concept business. Explain its important objectives. Discuss its social

responsibil
Ans: (Refer)

OR

ities towards consumers & government.

(b) Describe the sources & different methods of selection & recruitment.

Ans: (Refer)

2.(a) What
Authority.

is Delegation of Authority? Discuss the importance & elements of Delegation of

Ans: Definition: “Delegation consists of granting authority or the right to decision-making in certain
defined areas & charging the subordinate with responsibility for carrying through an assigned task.”

Importance of delegation of Authority:

il

Delegation is considered to be one of the most important methods of training
subordinates and building morals.

The delegation of authority helps the manager to concentrate on the important work of
planning, organizing and controlling.

Delegation is a universal process, wherever human beings work in groups, one or the
other form of delegation is practiced by them.

In our democratic India, the people delegate their authority to the members of the
legislatures. The members of legislatures delegate their authority to any of the elected
leaders who turn delegates some of his authority to the cabinet chosen by him.

An individual can accomplish several simple and complex works.

Delegation enables a person not only to discharge his responsibility but also to discharge
it effectively and economically.

To a business unit which has different branches situated at different places, there is no
alternative except delegation.

It is acknowledged that delegation of authority is one of the surest and the best methods
of getting better results.

A very good superior can use the delegation of authority as a tool for motivating and
eliminating cumbersome information systems.

Elements of Delegation of Authority:

The followin

g are the three elements of delegation:

1 Assignment of duties or responsibilities: This work is being done only at the time, when a
superior has no time to accomplish all the work. The superior automatically assign the work of
responsibility to his immediate subordinate.

1 Delegation of authority: If the work is assigned to any work subordinate, there will be a need
for authority to accomplish it.

After the delegation of authority, the subordinate can get powers to accomplish the tasks in a
specified time and in order.
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1 Accountability: Accountability means that the subordinate is answerable to his immediate
senior. If there is any mistake or fault committed by the subordinate, the subordinate should
accept responsibility for it. In certain cases, the assignment may be made to the subordinate if
the work is not accomplished for it. In certain cases, the assignment may be made to the
subordinate if the work is not accomplished as per the instructions issued by the superior. The
superior (one who delegates authority) is answerable to the management but not the
subordinate (to whom authority is delegated)

OR

(b) Discuss the concept, characteristic & importance of leadership.
Ans: (refer)

3.(a) Narrate the characteristics of Joint Stock Company.

Ans: Definition of joint stock company:

The Companies act 1956, defines a joint stock company as, “an incorporated association which is an
artificial person created by law, having a separate name, a common seal, a separate legal entity &
perpetual succession, where in the liability of its members is limited.”

“A company is an association of many persons who contribute money to a common stock & employ it
for a common purpose.”

[Lord Justice Lindley]

Characteristics of Joint Stock Company:

The most distinguishing features of a joint stock company may be stated as follows:

1 Incorporated association: A company is an incorporated association. It comes into
existence only after registrations under the Companies Act.

1 Voluntary association: A company is an association of many persons on a voluntary basis.
So, a company is formed by the choice and consent of the members. Shareholders can
withdraw their investments from the company at any time they desire.

1 Artificial legal person: company has a legal personality and as such, it is regarded by the
law as an artificial legal person. A company has the right to acquire and dispose of the
property. It can enter into contract with third parties in its own name. It can sue and be sued
in its own name.

1 Separate legal entity: A company has a legal entity distinct from his members. It is an
artificial person having an independent existence. The principle of separate legal entity was
established in the case of Solomon and Solomon Company Ltd. (1897)

T Common seal: The common seal with the name of the company engraved on it, it is used as
a substitute for its signature. The money cannot sign any documents as it is an artificial
person. Documents issued by a company must bear a common seal and it must be
witnessed by at least 2 directors of the company.

1 Perpetual succession: The Company has perpetual succession as its existence is not
affected in any way by the death, insolvency or exit of a shareholder. A company comes to
an end only when it is liquidated according to the provisions of the Companies Act.

1 Transferability of shares: The shareholders are at full liberty to dispose of their shares to
any person of their choice. Transferability of shares enables the shareholders to increase or
decrease his investment in a company at any time. it ensures the safety of investment in the
share of the company.

T Limited liability: Liability of the member of a limited company is restricted to the face value
of the shares purchased by them. The personal property of the members of a company
cannot be attached to satisfy the claims of the creditors of a company.
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1 Separation of ownership from management: the company is not managed by members
because, the numbers may be large .the authority to manage the whole of the affairs is
conferred by though elected representative of members known as directors. A company act
through its directors. Thus directors are the hand and brains of the company.

 Statutory regulation and government control: A company is governed by the companies
act and it has to follow various provision of the aforesaid Act. Moreover the accounts of the
company must be audited by a chartered accountant .In addition to this a company has to
submit number of returns to the government. In this way company has to comply with
numerous statutory requirements

(b) State the objectives of planning.

Ans: (Refer)

(¢ ) What are the essentials of effective co-ordination?
Ans : ( Refer)

(d) State the need of control.

Ans:

Introduction:

Control is the last function of management. The controlling function will be necessary to the
management if other functions of management are performed properly. If there is any imperfection in
the planning and actual performance, control will be needed. The deviations are set right by the
controlling function. This function ensures desired results.

Definition of controlling:

“Management control seeks to compel events to conform the plans.”
[Billy E. Goetz]
“Controlling is the measurement of accomplishment against the standards and the correction of
deviations to assure attainment of objectives according to plans.”
[Koontz and O’Donnell]

Need of control:

Control is necessary as other functions of management. The control is necessary on account of the
following reasons:

Judging the accuracy of standards: The actual performance should be compared with the fully
accurate standards. But, it is very difficulty for a large and complete organization to establish the fully
accurate standards because of the lack of timely information. In such a case, the control is necessary
to judge the accuracy of standards.

Minimize dishonest behavior: A honest person may tempt to misbehave in the absence of control.
Only an efficient control minimizes the dishonest behaviors or maintains honest behavior on the part
of employees.

Better performance: Employees will become lazy in the absence of control. Control facilitates to get
better performance and regulate the efforts of the employees.

OR
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(e) What are the causes of conflict?

Ans: Following are the causes of conflict:

|l
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Interdependence of departments — possibility of clashes and frictions in the process of
communication between departmental heads.

Limited resources — error in distribution & allocation of resources leads to conflicts.
Dissatisfied employees — inequitable workload, overburdening of work, lack or proper
leadership & motivation, frequent changes in duties, inadequate authority may arise the
feeling of stress, strain, tension and frustration which may be the cause of conflicts.

Lack of Time Management

Lack of foresight and prediction of future events

Unjustifiable demands of workers and their unions

Prevalence of differential systems of payment

Ambiguity of goals

Ambiguity of exact role of the employees and others.

Individual differences

Communication gap.

Imbalance in power distribution

Lack of formal rules and regulations.

Defective appraisal criteria and reward system.

(f) Explain the types of interviewing.

Ans: (refer)
(g9) Narrate the role of communication.

Ans: (Refer)

(h) State the characteristics of control.

Ans: Definition:

“Management control seeks to compel events to conform the plans.” [Billy E. Goetz]

“Controlling is the measurement of accomplishment against the standards and the correction of
deviations to assure attainment of objectives according to plans.”

[Koontz and O’Donnell]

Characteristics of control:

The main characteristics or the features of control are briefly discussed.

1

Continuous process: Controlling is also a continuous process just like other functions of
management. The superior has continuous watch over the entire operations. Besides, he
ensures that all the efforts are made to achieve the desired objectives and if not, necessary
control action will be taken to correct the.
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1  Universal: Control is applied at all levels of management and irrespective of the
organization. The manager of business and non-business concern uses control to regulate
the on-going activities to obtain desired goals. The nature, scope and limit of control
exercised by the manager vary according to the levels of management.

Y Forward looking: Control has links with future. How? Past cannot be controlled. But, the
future activities may be controlled on the basis of past experience. The presence of control
reduces the wattages, losses and deviation from standards.

T Dynamic process: The control technique is changed according to the nature of deviations.
The same technique is not followed throughout the year or a particular period. Besides, the
control results in changes in the performance of other function of management.

Y Control involves management: Control recommends the future course of action on the
basis of evaluation and measurement. Evaluation and measurement are the eyes of the
control process.

Y Influencing factor: The behavior of a responsible person is influenced by the control
process for the effective performance of activates. Control avoids the undesirable
happenings and shapes the future plan. Control influences the people to confirm to the
norms and standards in performance.

1 An essence of action: The corrective action should be taken by the management on the
basis of information available. If it does not do so, the purpose of control will not be achieved.
The corrective action will be taken if there is any deviation from the standards.

1. (a) Differentiate between management & administration.
Ans: (Refer)
(b) State the characteristics of functional organization.
Ans: (refer)
(c ) Discuss in brief the barriers of Delegation of Authority.
Ans: (refer)
(d) Explain the essentials of good control system.
Ans: (Refer)

OR
(e) State the social responsibilities of business towards shareholders.
Ans: (Refer)
(f) State the various objectives of management development.
Ans: The following are the main objectives of management:

Getting maximum results through minimum effort: It is the general objective of every
management to secure maximum results through minimum effort and resources. The optimum use of
men, materials, machines and money will give maximum returns.

Proper utilization of resources: Every management aims at utilizing the factors of production
properly. Management must increase the productivity of the enterprise by securing best utilization of
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its available human and non-human resources. As a result, productivity of resources is increased and
wastage of resources is reduced.

3. Establishing a sound organization: Management establishes a sound organization by dividing the

functions among the managers. It coordinates the activities of different managers so that their united

effort could achieve the objective of the enterprise. It also establishes a clear-cut authority-
responsibility relationship among the positions held by people.

Helpful in achieving predetermined objectives: Management provides a dynamic force in helping

any enterprise to achieve its objectives. It leads an enterprise towards growth and prosperity by

proper planning, organizing, directing, etc.

5. Securing maximum prosperity for employers and employees: Management secures maximum
prosperity for employers by earning high profits at minimum costs. It also secures maximum
prosperity for employees by providing adequate remuneration and other benefits for their services.

6. Improving productivity and efficiency of the labour force: Management creates a favorable
environment where workers can increase their productivity and efficiency. It always considers labour
force more important than other things. It brings about development of human talent by encouraging
initiative, skill and technical competence.

7. Improving discipline and morale: Management introduces discipline in the conduct of group of

individuals through exercise of authority, assignment of responsibility and employing procedures of

evaluation and control. It motivates people and ensures high morale by providing various monetary
and non-monetary incentives to them.

Rightful decision making: Rational management takes right decisions on all matters at the right

time. By taking the right decision, it can remove all problems and can run the business on the right

track. Management as an all-pervasive process should make the right approach towards decision
making.

9. Better life for human beings: Management ensures a better life for human beings by increasing
productivity and employment. It improves the standard of living of the consumers by producing new
varieties of products and thereby creating new tastes, fashions, etc. thus, it provides justice for all.

10. Innovation and expansion: Management creates conditions for expansion and development of the
business. Innovation of the new production technique and technology makes business dynamic. It
provides new ideas, imagination and vision to the organization.

e

®

(g) Mention the techniques of direction.
Ans: (Refer)
(h) Distinguish between positive & negative motivation.

Ans:
Negative motivation:
1 Negative motivation is based on force of fear.
1 If the worker fails to complete the work, they may be threatened with demotion, dismissed,
lay-off, pay-cut etc.
1 The negative motivation gives maximum benefits in the short run.
1 Inthe long run, there are no such benefits available to the organization.
1 Negative motivation results in disloyalty to the group as well as to organization.

Positive motivation:
1 Positive motivation is based on rewards.
1 According to flipps, “Positive motivation is a process of attempting to influence others to do
your will through the possibility of gain or reward.”
1 Praise, participation in decision making process, pride and delegation of authority and
responsibility are some of the methods of positive motivation.

Modern College, Wadi, Nagpur Page 76



Principles of Business Management 113CCA
stYr

5.(a) Write an analytical note on : “ Management in changing environment.”

Ans: An organization works in a given environment. The environment goes on changing with changes
in economic, social, cultural, technological, political, legal fields. A business has to cope up with the
rapid changing environment. The managers today face an increasingly complex & dynamic
environment. The forces of change, from both within & outside the organization are constantly
providing new challenges for management. The twenty-first century would require a complete
overhaul of management functions, roles & skills in order to meet the challenges successfully.

Elizabeth K. Has suggested 5 key elements that are expected to be an integral part of the change
process. These are:

Grater number & variety of channels for taking action & exerting influence.

Relationships shifting from the vertical to horizontal, from chain of command to peer network.
The distinction between managers & those managed is diminishing.

External relationships are inceasingly important as sources of internal wer& influence.
Career development is less intelligible.

=A =4 =4 -4 =4

Stone, Freeman & Gilbert have given 3 challenges which future managers will have to confront as
they deal with a changing world in the doorstep of the 215t century:

1. The need for vision
2. The need for ethics and
3. The need for responsiveness to cultural diversity

(b) Explain the types of interviewing.

Ans: (Refer)

(¢ ) What is internal & external Co-ordination?
Ans: (Refer)

(d) Explain the significance of Motivation.

Ans: (Refer)

WINTER 2008

1.(a) What is meant by social responsibilities of business? State the social responsibilities
towards shareholders & consumers.

Ans: (Refer)
OR
(b) What is Recruitment? Explain the internal & external sources of recruitment.

Ans: (Refer)
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2.(a) Elaborate the concept of co-ordination. Explain the different methods of achieving
effective co-ordination.

Ans: (Refer)
OR
(b) What is meant by control? Explain the devices & techniques of control.

Ans: (Refer)

Write short answers to the following:

a.Narrate the nature of business.

Ans: (Refer)

b.Explain the importance of interviewing.

Ans:

c.Distinguish between formal & informal communication.

Ans:

d.Indicate the effects of low morale.

Ans: (refer)

OR

e.State the characteristics of co-operative societies.

Ans: (Refer)

f. Discuss the nature of planning.

Ans:( Refer)

g. Write the principles of co-ordination.

Ans: (Refer)

h. What are the different styles of leadership?
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Ans: (Refer)

Q.4. Write short answers to the following:

(@) Write a note on “Management in changing environment.”

Ans: (Refer)

(b)State the advantages of line & staff organization.

Ans: (refer)

(¢ ) Explain the importance of direction.

Ans: (Refer)

d.Evaluate Maslows Need Hierarchy Theory of Motivation.

Ans: (refer)

OR

(e) Give the classification of business.

Ans: ( Refer)

(f) Mention the nature of decision making process.

Ans: (refer)

(9) Indicate the essentials of communication.

Ans: Essentials of effective communication

|l

Language: the sender must use simple language and the language Simple language means
using ‘familiar words’ while transmitting .

Clarity: the message should be transmitted in clear words. there should be unambiguous
language. The sender should given the meaning of words instead of making the words speak
for themselves.

Consultation: It is necessary to seek the participation of others in  planning a
communication. It helps the sender to get additional insight into and objectivity of the
message.moreover , those who participate and help communication planning will give active
support to you.

Content of message: the communicater should decide his tone of voice with reference to the
content of the message.sometimes ,the communicator may make his voice loud or shrill in
order to make the communication effective .

Follow up action: follow up action is necessary to find out whether the receiver has
understood the message correctly.the the receiver may take some action after receiving the
message.the sender should know the type of action taken by the receiver .
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Time and opportunity: The sender should consider the interest and needs of the receiver of
message. It helps him to find out the correct time when the message is to be
communicated.in this way ,the sender use the opportunity to convey the message for
enduring and immediate benefites to the receiver .

Training to the communicators: proper training is essential to the communicators to
develop their communication skills.this helps in increasing the effectiveness of communication
considerably.

Action support communication: the actions or attitudes of the sender should support the
message .for example, the sender may raise his hand to convey the message of ‘stop the
work’ . so, the action of sender should not contradict his words or message.

Personnel co-operation: co-operation of the personnel is necessary to make effective
communication.the communication results in strengthening the business concern through the
co-operation of managerial personnel.

Listening: listening is one of the most important tasks of the sender .here,listening refers to
the reactions of the receiver .the sender must learn to listen with the inner ear.the sender
gather useful information through the listening for further communication.so,the sender should
stop talking ,because without stopping the talking ,one cannot listen.

(h) State the methods for measuring morale of employees.

Ans: ( Refer)

Q.5,Answer in brief:

(@) Mention the types of partners.

Ans:l We can classify partners into various categories, depending on the role played by them in their
day-to-day business activities.

(i)

(i)

(iii)

Based on extent of participation:

(a) Active partner (or working partner): An active partner is a partner who not only
contributes capital but also takes an active part in the conduct of the business of the firm.
He is full-fledged partner in the real sense of the term. The active partner is also known
as a ‘working partner’.

(b) Sleeping partner (or dormant partner): a partner who does not take active part in the
management of the business is called a sleeping partner. A sleeping partner only
contributes his capital to the business and shares in the profits or losses of the firm.

Based on sharing of profits:

(& Nominal partner (or Quasi/ Ostensible partner): Nominal partner is a person who
neither contributes capital nor takes an active part in the conduct of the business of the
firm. He only lends his name and reputation for the benefit of the firm. He is not entitled to
receive any benefit or share of profits from the firm.

(b) Partner in profit only: A partner in profit is a person who gets a share of profits but does
not share any losses of the firm. Such a partner is not allowed to take part in the
management but will have to bear all liabilities to third parties.

Based on liabilities:

(a) Limited partner: A limited partner is a partner who has the right to take part in the affairs
and management of the firm. The liability of such a partner is limited to the extent of the
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capital contributed by him. In a partnership firm, all the partners cannot have limited
liability. At least one partner must have unlimited liability.

(b) General partner: In case of a general partnership, the liability of all the partner is
unlimited. A general partner is entitled to participate in the management of the business.

(iv) Based on nature of behavior:

(a) Partner by estoppels: A partner by estoppels is a person who has neither contributed
any capital nor takes any part in the management of the firm. But he conducts himself in
such a manner which leads third parties to believe that he is a partner of the firm. In fact,
he is not a partner of the firm. He is held liable for the debts of the firm to such third
parties who might have entered into contract with the firm under such an impression.

(b) Partner by holding out: If a person is declared by others as a partner of the firm and he
does not contradict it immediately and remains silent, he would be treated as a partner by
holding out. He is liable to such third parties who enter into contract with the firm in the
belief that he is a partner of that firm.

(V) Other partners:

(a) Secret partner: A partner who wants that his name should be kept secret is called a
secret partner. Such a partner is, however, liable for the debts of the firm.

(b) Silent partner: A partner who does not have any voice in the management of the firm is
called a silent partner. Such a partner, however, shares the profits or losses of the firm and
bears the burden of its debts.

(b)Write the advantages of formal organization.

Ans: (refer)

(¢ ) What are the obstacles in the process of delegation of authority?
Ans: ( Refer)

(d)State the major factors of motivation.

Ans: ( Refer)

WINTER 2007
1.(a) Define the term Joint Stock Company. Discuss its characteristics & merits in detail.
Ans: ( Refer)
OR
(b) Explain the process of decision making highlighting its importance.
Ans:

Decision-making is not an easy job. It requires a lot of skill. A decision-making is affected by a number
of factors. So, the manager can take good decisions by adopting a procedure.
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A manager may not be able to take good decision if he fails to follow a sequential set of steps. The
decision-making process depends upon the nature of problem and the nature of organization. The
following is the simple process followed in taking a decision in normal situations:

1.Identification of a problem: Identification of a problem means recognition of a problem. Problem
arises due to difference between what is and what should be. The changes of business environment
from the main reason for creating of a problem. So, the manager should define what the problem is. A
well defined problem is half solved. Then, the manager should find the cause of a problem. This is not
an easy job. Findings of causes of a problem are used to take quality decision. The manager should
continuously watch the decision-making environment and understand the real problem and its causes.

The manager may look into the management reports, find deviations from budget if any, compare the
company’s result with the competitor’s results and efficiency of employees etc. these are used to
identify the problem correctly. Here the manager has to use his experience imagination and
judgement in order to find out the real nature of problem.

2.Diagnhosing the problem: There is a slight difference in problem identification and diagnosing the
problem. A doctor can diagnose he disease of patient. A patient cannot find out what is the real
disease. But, a doctor can do so with the information given by the patient. Information is very useful to
the doctor. In management, the manager is acting as a doctor while diagnosing the problem.

3.Collect and analyze the relevant information: The next step is that required at various levels
information should be collected by the manager. Then, the manager has to study the information with
great care. It is very useful to analyze the problem from different angles, a quality and quick decision
may be taken by the manager. The manager should see that only relevant information alone is
collected and analyzed.

4.Discovery of alternative course of action: Creative thinking is necessary to develop or discover
many alternatives courses of action. If there is no alternative, there is no need of taking decision. If
there are more of alternatives, the manager will have more freedom to take decision. A problem can
be solved in many ways. At the same time, solved problem should not raise again in the future. It is
advisable to the manager that he should discover a number of alternatives. The problem of limiting
factors is also considered by the manager. Some alternatives cannot be selected due to limiting
factors. Time and cost are the probable limiting factors of any organization.

5.Analaysing the alternatives: Next, the pros and cons of available alternatives are analysed. Some
alternatives offer maximum benefits than others. An alternative is compared with other alternatives.
The decision maker can prepare a list of limits for each alternative.

6.Screening of alternatives: The available alternatives are screened in the order of maximum
benefits derived from them. Each alternative is evaluated in terms of risks evolved in implementing
them. Both tangible and intangible factors are considered while evaluating or screening each
alternative.

Tangible factors include profits earned, time taken, money invested, rate of return on investment, rate
of depreciation etc. Intangible factors include public relations, goodwill of the company loyalty of
employees etc. Sometimes, two or more alternatives are equally suitable by nature. The decision-
maker should find the actual difference of alternatives which will be the deciding factor to select an
alternative.

Peter F. Drucker has suggested the following criteria to evaluate the available alternative course of
action:
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a) Risk - Degree of risks involved in each alternative.

b) Economy of efforts — Cost, time and efforts involved in each alternative.

c) Timing or situation — Whether the problem is urgent.

d) Limitations of resources — Physical, financial and human resources available with the
organization.

7.Selection of the best alternative: Now, the decision maker can select the best alternative after
careful evaluation. An alternative which gives maximum benefits to the organizational objectives. The
following approaches may be adopted while selecting an alternative.

A. Experience: A manager can select an alternative on the basis of his past experience. The
past prevailed situation cannot be the same as the present prevailing situation. Situation
changes from time to time. Past decision may be rationally amended to suit the present
situation. So, the past experience helps a lot to the manager in taking a decision.

B. Experimentation: Each alternative is put into practice and the results are observed under
this approach. An alternative which gives best result will be selected. For example, before
an organization selects a production technique, it goes to trial production. The
organization finally selects production techniques which result in a quality production with
minimum loss and expenses. The approach, being expensive and time consuming,
should be used only on limited scale.

C. Research and analysis: This approach is also rarely adopted. In case of critical situation,
a decision is taken under this approach. If a lot of calculations are required, they are
completed with the help of computers.

8.Conversion of decision into action: The future course of action is scheduled on the basis of
selected alternative or decision. Here, the manager has to consider the policy of the management.
The selected alternative decision is comm-unicated to concerned persons. The communication
facilitates easy implementation of decisions. The language of decision should be simple and easily
underdstandable.

9.Implementation: Next, the manager has to implement the decision to achieve desire goals.
Decision-making process comes to an end with the actual implementation of decision implementation
is equally important to the selection of alternatives. Implementation plan should provide for time and
procedure sequence. Necessary resources should also be allocated and responsibility for specific
tasks should be assigned to individuals.

10.Verifying the decision: It is the duty of every manager to see whether he decision is properly
implemented or not. Verification of implementation of decision ensures the achievement of objectives.
The selected alternative may be a ill-chosen one and might cause loss to the organization. This can
be measured with the help of verifying the decision if the managers feels that the selected alternative
is not the best one; an amendment may be made to achieve desired goals. This is the simple process
of decision-making.

2.(a) What is direction? Explain Nature importance & techniques of direction.
Ans: ( Refer)

OR

Modern College, Wadi, Nagpur Page 83



Principles of Business Management 113CCA
stYr

(b) What is meant by Motivation? Critically examine Abraham Maslows Need Hierarchy Theory
of Motivation.

Ans:

Definition: Motivation refers to “degree of readiness of an organism to pursue some designated goal
& implies the determination of the nature & locus of the forces, including the degree of readiness.”

MASLOW’S THEORY OF HIERARCHY OF NEEDS
One of the most appealing theories of human motivation is that of Abraham Maslow. In 1943, Maslow

introduced his theory stating that once the needs at a particular level in the hierarchy of needs are
satisfied, they are no longer a motivating factor. Instead, the needs at the next level in the hierarchy
become the motivators for the individual. The five levels in the hierarchy of needs proposed by
Maslow are described as below:

9 Physiological needs: This includes hunger, thirst, and sleep.

1 Safety needs: These include security & protection from physical & emotional harm.

1 Belongingness & love needs: These include affection, belongingness, acceptance &
friendship.

9 Esteem needs: These include internal esteem factors such as self respect, autonomy,
achievement & external esteem factors such as status, recognition & attention.

1 Self-actualization needs: These include growth, achieving one’s potential, and self-
actualization.

1 Self- actualization is the highest motive, it is the need for self fulfilment, and the need for
becoming everything a person is capable of becoming, using his skills to the fullest and
stretching talents to the maximum.

Research findings about Maslow’s theory:

Maslow’s theory is highly popular, because it is logical & presents an optimistic view of human
nature. Unfortunately, the theory has not been supported by scientific research. The main
difficulties in his theory are:

4. Maslow has organized human needs vertically. But it is possible to do so horizontally.

5. People who have satisfied their “lower” needs do not always seek “higher” ones. Maslow
himself had pointed out that even if all the other needs are satisfied, people do not
automatically become self-actualizing.

6. Some people aim to satisfy “higher needs even at the cost of “lower” needs.

3,Write short answers to the following:

a.Discuss the social responsibility of business towards government.
Ans: (Refer)

b.Explain the components of planning.

Ans: (Refer)

c.Briefly state the types of communication.

Ans: Types of communication can be classified on the following basis:
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1 ON THE BASIS OF ORGANISATIONAL STRUCTURE OR RELATIONSHIP

A Formal communication: The communication flows through the formal channel. Formal
channel refers to the way in which the information is passed & it has arecognised position in
the organization structure. Sometimes, it may be termed as through proper channel. Through
proper channel is an attempt to regulate the flow of communication & to ensure smooth,
accurate & timely passing of information. Thus, informal communication facilitates effective
functioning of an organization.

A Informal communication

1 ON THE BASIS OF DIRECTION OF FLOW OF COMMUNICATION

A Downward communication: a communication which starts from the top level executive & ends
with the lower functionaries through middle management is known as downward
communication.

A Upward communication: upward communication is just the reverse of downward
communication. Passings of an information which starts with the lowest level i.e.
subordinates and ends with the chief-executive is know as upward communication. The
information should be passed through the middle level executive.

A Horizontal or lateral communication:

A Diagonal communication:

1 ON THE BASIS OF WAY OF EXPRESSION

A Oral communication:

A Written communication:

A Gestural or non-verbal communication:

d.Describe the control procedure in brief.
Ans: (Refer)

OR
(e ) State the features of co-operative society.

Ans: (refer)
(f) Briefly discuss the types of decision making.

Ans: (Refer)

(g9) Explain the elements of delegation of authority.
Ans: (refer)

(h) State the importance of motivation.

Ans: (Refer)

4.Write short answers to the following:

(a) Differentiate between Administration & Management.

Ans: ( Refer)
(b) State various types of training.

Ans: ( Refer)

(c) Distinguish between centralization & decentralization of authority.
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Ans: (refer)
d.Explain the effects of low morale.
Ans: (refer)
OR
(e) Explain the concept of management of change.
Ans: (refer)
(f) Briefly discuss the principles of organization.
Ans: ( Refer)
(g )Discuss the terms internal & external co-ordination.
Ans: ( Refer)
(h) Briefly discuss the various types of leadership.

Ans: ( Refer)

5.Answer in brief:

(a) What do you mean by levels of management?

Ans: (Refer)

(b)) Differentiate between line & functional type of organization.
Ans:

Line Organization: This is the oldest as well as the most common type of organization. It is still used
by many concerns especially the small ones. It is also known as the “Military System” as this type of
organization is usually found in the army. The characteristic feature of this type is that line of authority
flows verticality form the top most executive to the lowest subordinate throughout the entire
organizational structure. The authority is greatest at the top and reduces through each successive
level down the organizational scale. A variation of the pure line organization is the departmental line
organization, under which the business enterprise is divided into several departments and the
authority flows downward from the General Manger through the departmental managers to the lower
subordinates. The departmental heads are independent of each other and enjoy equal status.

Functional Organization: In this type of organization the personnel and their work are organized on
the basis of the same type of work of activities. All works of the same type are grouped together and
brought under one department managed by an executive who is an expert. Thus there are separate
functional departments, for the major functions of the business viz., engineering or production,
purchase, sales, finance personnel etc. Each department performs its specialized function for the
entire organization. For example, the purchase department deals with purchases on behalf of the
entire organization, and so on. Now-a-days almost all business concerns usually follow some sort of
functional plan to carry out the primary functions of business. However, it is the rare to find a pure
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functional organization and there is always an element of line organization mixed with it.

(c) State the principles of co-ordination.
Ans: (Refer)
(d) Highlight the essential qualities of effective leadership.
Ans: ( Refer)
WINTER 2006
1.(a) Define the term management. Explain its characteristics & importance.
Ans: ( Refer)
OR

(b) What do you mean by interviewing? Explain the objectives & types of interview.

Ans: In the words of Scott, “ an interview is a purposeful exchange of ideas, the answering of
questions & communication between two or more persons.” Interviewing is a process that enables the
interviewer to judge certain qualities of an interviewee before the prospective candidate is selected.

Objectives of interview:

1 Judgement of Applicant: Interview gives an oppurtunitty to the interviewer to know abouth
the applicant. The information gathered from application blank & tests is judged by talking to
the candidate. It will be a chance to know whether the information is about previous
experience & training etc. supplied by the candidate is justified by him or not. The
appearance, ability to communicate , attitude, nature etc. of the applicant are also judged at
the time of interview.

1 Give information to the applicant: Interview is not undertaken to know about the applicant
only but it is also an opportunity to inform him about the company & job. Applicant is given full
information about the nature of the job.

1 Promote Goodwill: An interview also gives an opportunity to promote goodwill for the
company. The interviewers should be treated with courtesy, if not likely to be selected then
reasons for the same be given, offering constructrive suggestions to them. All these things will
give a good opinion of the company.

(ReferQ................ for kinds of interview)

2.(a) Define the term co-ordination. Discuss its importance & principles.

Ans: Synopsis:

1.Introduction

2.Definitionof co-ordination

3. Importance of co-ordination

4.Principles of co-ordination

Modern College, Wadi, Nagpur Page 87



Principles of Business Management 113CCA
stYr

Introduction:

Various departments or sections are assigned different tasks to perform. They are assigned on the
basis of their specialisation. Employees of each department perform their duties with a view to
achieving common objectives collectively. It is co-ordination. Co-ordination is the process which
ensures smooth interplay of the functions of management. Common objectives are achieved without
much wastage of time, efforts and money with the help of co-ordination.

A modern enterprise consists of a number of departments. In olden days, the enterprise was divided
into departments such as purchase, production, sales, finance and account, personnel, research and
development, public relations and the like. The classification of departments is very large at present.
So the importance of co-ordination has subsequently increased.

Definition of co-ordination:

“Co-ordination deals with the task of blending efforts in order to ensure the successful attainment of
and objective. It is accomplished by means of planning organizing, actuating and controlling.”
[G.R. Terry]

“Co-ordination is a part of all phases of administration and that it is not a separate and distinct
activity.”
[Newman]

Importance of co-ordination :
The effective performance of managerial functions requires co-ordination.

1 Unity in diversity: Effective co-ordination is the essence of good management. There is large
number of employees and each has different ideas, views, opinion, activities and background in a
large organisation. Thus, there is a diversified activity in a large organisation where these
diversified activities will be inefficient in the absence of co-ordination. So, co-ordination is the
main element of unity in diversity.

1 Team work or unity of direction: The efforts, energies and skills of various persons should be
integrated as group efforts to achieve the objectives of organization. In the absence of co-
ordination, the group efforts may be diversified and fail to achieve the objectives. Besides, co-
ordination eliminates the duplication of work which leads to economic and efficient management.

1 Functional differentiation: The organization functions are divided department-wise or section-
wise or division-wise or division-wise. Each department performs different jobs. They are
necessary to achieve the general objectives. Each department tries to perform its function is
isolation from others. It may create a problem. Therefore, co-ordination is necessary to integrate
the functions of the related departments.

1 Specialization: There is a high degree of specialization in the modern industrial world.
Specialists know thoroughly about their respective fields. They are able to judge the scope,
nature and kind of work they perform. But they fail to know the job of others and the importance
of other's performances. This tends to cause dispute among the specialists. Disputes may be
solved with the help of co-ordination

1 Reconciliation of goals: Each department or division has its own goals to achieve within the
stipulated time. There are general goals in relation to an organization. The employees who are
working in the organization also have their own goals. Individuals or employees give more
importance to their own goals than to the department and organizational goals. The department
members give more importance to their own departmental goals than to the organization goals.
Therefore, co-ordination reconciles the employee's goals with both departmental and organization
goals.

1 Large number of employees: Large numbers of employees are working in large organizations.
They have different habits; behaviour is and approaches in a particular situation. Sometimes, they
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do not act rationally. Their behaviour is neither always well understood nor completely
predictable. So, there is every possibility of problems arising in a complex organization. All this
make co-ordination more essential.

1 Empire building: Empire building refers to top portion of line organization. The line officers
always expect co-operation from staff officers. But the line officers are not ready to extend their
co-operation to staff officers. It creates conflicts between line officers and staff officers.
Therefore, Co-ordination is necessary to avoid conflicts between line officers and staff officers.

Principles of co-ordination:

f
f

In order to ensure effective co-ordination, the co-ordination should be based on certain
principles. They are briefly explained below:

Early Start: The co-ordination should be started even from the planning function of
management. The management should prepare the plan after consulting the concerned
officials. By this the preparation of a plan and its implementation will be very easy for the
management. Then, there will be no resistance from the concerned officials.

Personnel Contract: Oral communication brings two persons very close. It means, there is a
possibility of personal contract. An agreement may be arrived on methods; actions and
achievement of objectives through personal contract, ideas, views, opinions,
recommendations feelings, etc. are conveyed to the receivers effectively through personal
contact. Personal contact avoids controversy and misunderstanding. Thus, co-ordination is
archived through co-ordination and mutual understanding and not by force, order or coercion.
Continuity: Co-ordination is a must so long as the organization continues to function. Co-
ordination is the key stone of the organizational structure. So, Co-ordination starts with
planning and ends with controlling.

Reciprocal relationship: This principle states that all factors in a situation are reciprocally
related. Each factor influences other factors and are influenced by the other factors, Thus,
the action of one employee influenced by the action of other employees and vice versa. So,
there is a need for integration of all efforts, actions and interests.

Dynamism: The external environment of business influences the internal activities of the
business. Besides, the internal activates and Co-ordination Decisions are changed according
to the circumstances prevailing. So, co-ordination is modified according to the external
environment and internal actions and decisions. Co-ordination should be a dynamic one.
Simplified organization: Simplified organization also facilitates effective co-ordination. The
management can arrange the departments in such a way, to get better co-ordination among
the departmental heads. If two section of two department’s functions are most similar in
nature, these two departments are put under one executive in charge. This facilitates to get
better co-ordination. Somebody recommended that if there are dissimilar functions between
two sections of departments, these to departments should be handed over to only one
executive. This will also ensure better co-ordination between the two departments. Acceding
to Keith and Gabelin, “even though certain activities are dissimilar, Management may put
them under a single executive becaus4e they need close co-ordination}.

Self Co-ordination: According to this principle, the function of one department affects other
department and in turn, is affected by the functions of other departments. The same
department modifies its functions in such a manner that it may affect other departments
favourably. In this way, co-ordination is achieved. There is a need for affective communication
to get self — co- ordination. Effective communication facilitates a department to appraise the
functions of another department.

Clear-cut objectives: The departmental head should know clearly the objective of the
organization. So, management must take necessary steps to explain the objectives to the
departmental heads. This is very useful in achieving the common objectives of the
organization collectively. Clear-cut of objectives and clear explanation of objectives are bound
to produce uniformity in action

Clear definition of authority and responsibility: The management should clearly define the
authority and responsibility of each individual and of each department. This will facilitate
effective co-ordination in an organization. Besides, it will reduce conflicts among the
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individuals. The department manager has enough authority to exercise over the subordinates
who have violated the limits and other irregularities.

1 Effective communication: Effective communication is necessary for proper co-ordination.
The individual and department problems can be solved with the help of co-ordination. In
addition, the efforts of a staff are effectively utilized to achieve the objectives of the
organization.

1 Effective supervisor: Effective leadership also helps in proper co-ordination. Leadership
creates confidence in the minds of subordinates and increases the morale of the
subordinates.

1 Effective supervision: Top executives should supervise the work of subordinates to ensure
successful performance as planned. Top executives may entrust this type of work to the
supervisors. When, the top executives find any deviation, they may take immediate steps to
correct them with the help of supervisors and the top executives. Thus supervisors play an
important role in co-ordination.

OR

(b) What is meant by control? Elaborate the need & essentials of a good control system.
Ans: ( Refer)

3.(a) Differentiate between sole trader & partnership firm,

Ans : ( Refer)

(b) Explain the meaning & nature of planning.

Ans: (Refer)

(¢) Highlight the obstacles in the process of delegation of authority.
Ans: ( Refer)

(d) Briefly discuss the nature of leadership.

Ans : ( Refer)

OR

(e ) State the importance of business.

Ans: ( Refer)

(f) Briefly describe the selection process.

Ans: ( Refer)

(g ) Discuss the advantages of decentralization of authority.

Ans: ( Refer)

('h) State the meaning & effects of low morale.

Ans: Low Morale: Low morale exists when attitudes inhibit the willingness & ability of an organization
to attain to its objectives. Low morale may be described by words like lack of interest, laziness,
apathy, bickering, jealousy, quarrelsome, pessisimism etc.
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4.(a) Discuss the merits & demerits of joint stock company.

Ans: ( Refer)

(b) Describe in brief the internal sources of recruitment.

Ans: ( Refer)

(c ) Highlight the role & importance of communication.

Ans: ( Refer)

(d) What is motivation ? Distinguish between financial & non financial motivation.
Ans:

Definition: Motivation refers to “degree of readiness of an organism to pursue some designated goal
& implies the determination of the nature & locus of the forces, including the degree of readiness.”

Financial motivation: It is directly or indirectly associated with money. The most important financial
motivators are wages & salaries. Bonus, profit-sharing, vacation pay, free-medical services,
retirement benefits & insurance are some of the other financial motivations.

Non-financial motivation: It is that motivation which is not associated with monetary rewards.
Praise, job roatation, delegation of authority & responsibiliuty, participation, recognition & power are
some of the examples of non-financial motivation. According to Robert Dulin, “ Non-financial
incentives are the psychic rewards or the rewards of enhanced position, that can be secured in the
work organization.”

OR
(e) Briefly explain the process of management.

Ans: Management is a process which brings the scarce human & material resources together &
motivates the people for the achievement of the objectives of the organization. It is regarded as a
distic=nct process performed to determine & accomplish stated objective by the use of human beings
& other resources. The process of management consists of the various functions a manager has to
perform in order to achieve the desired results, viz, planning, organizing, staffing, directing, co-
ordinating, motivating & controlling.

The entire process of management is regarded as a social process as the success of all
organizational efforts depends upon the willing co-operation of the people. Managers guide, direct,
influence & control the actions of others to achieve the stated goals. In the words of E.F.L. Brech, “
Management is a social processs entailing responsibility for the effective & economical planning &
regulation of the operation of an enterprise, & economical planning & regulation of the operation of an
enterprise, in fulfillment of a given purpose or task.

The process of management is on going & continous. The process begins with the identification of a
problem leading to evolution of a plan. Then comes the action of implementation of the plan which
generates consequences in the form of results. The actual results are measured or evaluated &
compared with the plan to find out variances or derivations. The feedback enables corrective action in
the form of re-planning further action to remove deviations & the cycle continues.
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(f) Compare & contrast between formal & informal organizations.
Ans:

(g ) Explain the causes & demerits of centralization.

Ans: ( Refer)

('h) Critically evaluate McGregors Theory X & Theory Y of motivation.
Ans: (refer)

(a) Explain the classification of business activities in brief.

Ans: ( Refer)

( b) Distinguish between Recruitment & Selection of personnel.

Ans:

Both recruitment and selection are the two phases of the employment process. The differences
between the two are:

1. The recruitment is the process of searching the candidates for employment and stimulating
them to apply for jobs in the organisation WHEREAS selection involves the series of steps by
which the candidates are screened for choosing the most suitable persons for vacant posts.

2. The basic purpose of recruitments is to create a talent pool of candidates to enable the
selection of best candidates for the organisation, by attracting more and more employees to
apply in the organisation WHEREAS the basic purpose of selection process is to choose the
right candidate to fill the various positions in the organisation.

3.Recruitment is a positive process i.e. encouraging more and more employees to apply
WHEREAS selection is a negative process as it involves rejection of the unsuitable candidates.

4.Recruitment is concerned with tapping the sources of human resources WHEREAS selection
is concerned with selecting the most suitable candidate through various interviews and tests.

5.There is no contract of recruitment established in recruitment WHEREAS selection results in a
contract of service between the employer and the selected employee.
(c) State the essentials of effective communication.
Ans: ( Refer)
(d)Suggest measures to boost the morale of employees.
Ans:
Morale building is very important for an organization. The manager should constantly make efforts to
improve the morale of employees. Although it may be done either on individual basis or on group
basis or on group basis, the latter is always preferable. This is because, the management can easily
influence the group morale by understanding the group dynamics, which in turn, can automatically

achieving the individual morale.

Following suggestions can help in improving the morale of the employees:

Modern College, Wadi, Nagpur Page 92


http://recruitment.naukrihub.com/
http://recruitment.naukrihub.com/meaning-of-recruitment.html

Principles of Business Management 113CCA
stYr

Two way communication: There should be proper communication between management
and employees. All policies and programmes should be explained to the employee through
down ward communication. The feelings, reaction of the employees should regularly reach
management in an upward communication. The feed-back from the employees will help the
management in required changes in policies etc. Two-way communication will help in
improving the morale of employees.

Proper Incentive system: There should be proper system for monetary and non-monetary
benefits for the employees. The employee showing better performance should automatically
be given incentives. There should be proper promotional awareness for employees who can
undertake higher responsibilities.

Human relation approach: This approach suggests that employees should be treated as
human beings. Their feelings and emotions should be given due weight age. There should not
be any discrimination among employees and groups. The contribution of every employee to
the organization should be recognized and adequate incentives rewards should be offered for
higher performance.

Welfare schemes: There should be proper welfare schemes for the employees and their
families. There should be housing facilities, medical facilities, school for the children’s,
recreation facilities social security’s etc. All these measures will develop positive attitudes in
employees; such schemes will also show management concern for the employees' welfare.

Participation in Management: Workers should be made a part of management by opting
them in decision making bodies. It will encourage industrial democracy in the organization.
The periodical consultation with the workers for making any changes will help in the proper
implementation. The worker will be able to understand the view point of the management on
important decisions concerning the workers. Once workers are associated with the decision
making then they will feel it their responsibility to help in implementing them. Such a step will
enhance the prestige of workers and their morale will improve.

Improve workers Training: The workers should be given proper training so that their
performance on jobs is better. This will give satisfaction and pleasure for working on their job.
If a worker is not suitable for the job or he is deficient in working on a job then it will bring
frustration and tension to him. So better training helps in improving morale of the employees.

WINTER 2005

1,(a) Explain in brief the various brief forms of business organizations.

Ans:

Introduction of business organizations

Forms of business organizations
Sole Trading Concern

- Definition

- Features

- Advantages

- Disadvantages

Partnership Firm

- Definition

- Features

- Advantages
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- Disadvantages
4. Joint Stock Company
5. Hindu Undivided Family

Introduction of business organizations:

“Business organization is an art of establishing effective co-operation among various activities related
to different components of business.”[Mac Farland]

“Business organization is an economic arrangement of persons where all efforts are directed to
achieve a common economical goal.”[G.R.Terry]

Therefore business organization is an economic organization. It is the foundation upon which the
whole management structure is built.

Forms of business organizations:

Ownership forms of Business Organization

Private Sector Public Sector Sector
|
1) Sole Proprietorship 1) Departmental Organization
2) Partnership 2) Public Corporation | 26%
Government
3) Joint Stock Company 3Government Companies

4) Co-operative Society

Sole Trading Concern:

Definition Of Sole Proprietorship:

"Sole proprietorship is an informal type of business owned by one person“[James L. Lundy]

"Sole proprietorship is a form of business where the individual proprietor is the supreme judge of all
matters pertaining to his business.” [Kimbell & Kimbell]

Features of Sole Proprietorship:
The main characteristics of a sole proprietorship form of business are as follows:

1 Capital contribution: The proprietor alone has to arrange for necessary capital and other
assets essential for starting and subsequent operation of his business. The proprietor provides
the entire capital, either from the private resources or by borrowing from relatives or friends.

1 Management and control: The proprietor has full authority over the affairs of the business.
He is free to take decisions. There is no need of consultation from any other person. The
working of the concern is entirely based on his own discretion and decision.

1 Unlimited liability: The liability of a proprietor is always comprehensive and unlimited. He is
liable for all the debts and loans of the business. If the asset of the business is not sufficient to
meet the liabilities, in that case his personal property can be attached.

1 Limited area of operation: The scope of operation of a sole proprietor is limited because of
limited capital, limited managerial ability and limited space.

1 Free from legal formalities: A sole proprietor is free from any legal formalities to be complied
with in the establishment of the business. Sole proprietorship is subject to minimum legal
formalities and government restrictions.

Advantages of Sole Proprietorship:
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The sole proprietorship form of business possesses the following significant merits:

1 Easy formation: The sole proprietorship form of business can be established very easily. No
legal formality or other complicated procedure is required to be followed. A person can star
business operations and when he desires. Only license is needed in some special cases (i.e.,
opening a wine shop, etc.)

1 Prompt decision: A proprietor can take decision s regarding his business affairs (e.g., price
policy, credit policy, discount policy, disposal or surplus funds, etc.). He can take spot decision
as and when required.

1 Smooth functioning. There is none to oppose his decision .There, he can function smoothly.
He can control his business affairs personally.

1 Incentives of hard work: there is always a direct relationship between the efforts and the
rewards in the case of sole proprietorship. Therefore, the more the proprietor will work, the
more he will earn. It provides incentives to work hard, efficiently and honestly.

91 Flexibility in operations: This form of business can easily adapt to the changing conditions of
the market. The line of the business can easily change and modified according to the change
insocio-economic condition. A proprietor can shadily change, expand or reduces his business
on account of change of market conditions. Thus, he enjoys the flexibility in his business.

Disadvantages of Sole Trading Concern:

The sole proprietorship form of business suffers from the following drawbacks:

1 Unlimited liability and risk: The principles of unlimited liability for the owner put the proprietor at
great risk in times of losses. The proprietor will always be haunted by the fear of losing his private
property in case of failure of his business.

Y Limited financial resources: The capital and other resources of an individual are always limited.
An individual proprietor cannot offer much security to raise funds from financial institutions.
Therefore, there appears to be a limited capacity of expansion of business operations.

1 Limited managerial capability: It is not possible for a single individual to possess expertise in all
fields (i.e. production, finance, personnel, marketing, etc.). So, the decision of the proprietor may
not be balanced due to limited managerial ability.

Y Instability of the business: The continuity and existence of sole proprietorship form of business
is most uncertain. Any uncertain events happening in the personal life of the proprietor are surely
to disturb the smooth working of the business. The business may suddenly come to an end. with
the death or physical incapacity of the proprietor.

Y Uncertainty in purchase and sales: The proprietor is unable to get full advantages of bulk
purchases and increased sales, as he carries on his business on a small scale. This may leads to
a rise in the costs of business operations. This form of business cannot enjoy the benefits of the
large scale production.

Definition of Partnership Firm:
“A partnership may be defined as the relation existing between persons, who agree to carry on a

business in common with a view to private gain.”[L.H.Haney]

“Partnership is the relation between persons who have agreed to share the profits of a business
carried on by all or any of them acting for all.”[Indian Partnership Act, 1932(Section-4)]

Features of Partnership Firm:FeFf

The essential elements of a partnership contract are enumerated as follows:

|| Lawful business: The term ‘business’ includes all trades, professions or occupations, the
purpose of a partnership agreements is to carry on a lawful business and nothing else.
1 Name of the business: The partnership firm must have its own name. The name in

which the business is carried on is called the ‘firm name’.
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1 Association of persons: At least two persons are needed to make a partnership. The
Indian Partnership Act is silent about the maximum number of members.

1 Profit motive and sharing of profits: Partnership business is formed with the object of
earning profit. The profit earned is to be distributed among the partners as per an agreed
ratio.

1 Contractual relationship: Partnership is a contractual relationship between the persons

who are competent to enter into a contract. Relationship between partners arises from
contract and not from status.

Advantages of Partnership Firm:

1 Simple formation: It can be formed easily without much expense and legal formalities. Only
an agreement between the partners is required. Registration is also not compulsory.

1 Sufficient resources: A partnership form of business has larger resources as compared to a
sole trade. The combined resources of many individuals would certainly be larger than the
limited capital of a sole trader. Moreover, new partners can be admitted to secure more
capital, managerial ability and organizing capacity.

1 Flexibility of operations: A partner can introduce any changes that he considers desirable to
meet the changing circumstances. There is no legal restriction as long as the firm carries on a
lawful business.

1 Specialization in management: A partnership firm enjoys all the advantages of division of
labor. Division of work among partners is done on the basis of their specialization. It helps in
increasing the efficiency of the business, resulting in more profits.

1 Benefits of combined ability: Under a partnership form of business, several persons pool
their capital, resources, skills, expertise, experience, services, etc. This helps to expand the
activities of the firm.

Disadvantages of Partnership Firm:

The following are the demerits of a partnership form of business organization:

1 Unlimited liability: The liability of the partners is unlimited and they are jointly responsible for all
acts and debts. The creditors can make any or all of the partners liable and recover their dues
even from the private property of partners.

1 Uncertain continuity: There is always uncertainty in continuing this type of organization. Death,
insolvency, insanity of one of the partners may lead to dissolution of the firm. In an atmosphere of
uncertainty, long range planning and innovations are not possible.

1 Limited resources: A partnership firm may not be able to raise adequate capital for expansion
beyond a certain limit. Though the capital is more in partnership than in a sole proprietorship form
of business, still is not sufficient for large scale operations.

1 Lack of harmony: It is a difficult task to maintain harmony among the partners for a long time.
There is a possibility of differences of opinion amongst themselves. Mutual conflicts and lack of
team spirit among partners may lead to loss of reputation and dissolution of the firm.

1 Lack of public confidence: It may not enjoy the confidence of the public because its accounts
are kept secret and there is an absence of publicity. Moreover, the affairs of the firm are not
legally controlled. Therefore, the public may not place much confidence in such firms

Definition of Joint Stock Company:
DDdd The Companies act 1956, defines a joint stock company as, “ an incorporated association which

is an artificial person created by law, having a separate name, a common seal, a separate legal entity
& perpetual succession, where in the liability of its members is limited.”

“A company is an association of many persons who contribute money to a common stock & employ it
for a common purpose.”[Lord Justice Lindley]

Features of Joint Stock Company:Ff
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The most distinguishing features of a joint stock company may be stated as follows:

1 Incorporated association: A company is an incorporated association. It comes into
existence only after registrations under the Companies Act.

T Voluntary association: A company is an association of many persons on a voluntary basis.
So, a company is formed by the choice and consent of the members. Shareholders can
withdraw their investments from the company at any time they desire.

1 Artificial legal person: company has a legal personality and as such, it is regarded by the
law as an artificial legal person. A company has the right to acquire and dispose of the
property. It can enter into contract with third parties in its own name. It can sue and be sued
in its own name.

T Separate legal entity: A company has a legal entity distinct from his members. It is an
artificial person having an independent existence. The principle of separate legal entity was
established in the case of Solomon and Solomon Company Ltd. (1897)

T Common seal: The common seal with the name of the company engraved on it, it is used as
a substitute for its signature. The money cannot sign any documents as it is an artificial
person. Documents issued by a company must bear a common seal and it must be
witnessed by at least 2 directors of the company.

Advantages of Joint Stock Company:

The following are the advantages of Joint Stock Company:

il

Accumulation of huge financial resources: The Company form of business facilities
mobilization of large amounts of capital for investment in industries. The company by its
widespread appeal to investors of all classes can rise huge capital required for large scale
operations. In addition, to can borrow from banks and financial institutions to a large extent.
Economies of large scale production: the company form of business can enjoy all the benefits
of large scale production, such as minimum of cost of production and maximum profit. Economics
in purchase, production, selling, and distribution, etc., would provide goods to the consumer at the
cheaper rates. Large capital enables the size of the business to be extended and permits the use
of expert knowledge and specialization of functions. Thus, production is increased and efficiency
is enhanced.

Scope for expansion: A company can easily expand its managerial capacities and financial
resources. It has a great potential for diversification and growth. It can expand its business by
issuing new shares and debentures as there is no restriction to the minimum number of members
in a public company.

Stability of existence: The organization of a company as a separate legal entity gives it a
character of continuity. As an incorporated body, a company enjoys perpetual existence. Thus, a
company, because of its continuity and stability, can build up a power of endurance and a high
level of efficiency.

Transferability of shares: The shares of a public company are freely transferable. The
shareholders are at full liberty to dispose of their shares to any person they desire. In other words,
shareholders can withdraw their investments from the company at any time they like.
Transferability of shares provides maximum protection to those shareholders who are in the
minority group.

Disadvantages of Joint Stock Company:

The following are the disadvantages of a joint stock company:

1 Adherence of too many legal formalities: The formation of company requires adherence of
too many legal formalities. The establishment and running of company would prove to be
troublesome, because of complicated legal regulations. Moreover, the formation and
management of the company is expensive too.
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1 Concentration of power in a few hands: Shareholders of the company have practically no
say in the affairs of the company. The directors of the company become self-centered and
they do not care for the shareholders. In most of the cases, directors try to formulate policies
in order to promote their own interests. Thus, the company form of organization has helped
concentration economic power in few hands.

1 Excessive government control in few hands: A company has to observe too many
provisions of different laws imposed by the government. This affects the smooth functioning
of the company.

T Undue speculation in shares of the company: Undue speculation in shares of company is
injurious to the interests of the shareholders. Sometimes, directors should indulge in
speculation by misusing inner information of the company for speculative purposes and
personal gain.

1 Fraudulent management: The promoters and directors may indulge in fraudulent practices.
The unscrupulous directors may present a rosy picture of the company in its annual report. In
this way, the innocent and ignorant investors are duped.

Definition of Co-operative society:
“Co-operative is an association of individuals to secure a common economic goal by honest
means.”[Sir Horace Plunkett]

“Co-operative society is a voluntary association of individuals which has its objectives in the promotion
of economic interests of its members in accordance with co-operative principles.” [Section-4 of the
Indian Co-operative Societies Act, 1912]

Features of Co-operative society:

The essential characteristics of the co-operative society are as follows:-

Y Voluntary association: A cooperative organization is totally based on voluntary membership.
Persons having common interests can join as members. No one is forced to become a member or
to continue as a member. A member can leave the society at any time by giving proper notice.

Y Open membership: The membership is open to all, irrespective of their caste, religion, political
affiliations and beliefs. New members are always welcome to a co-operative society. Thus, the
membership here is open and unrestricted.

1 Equality of voting rights: Equality is the essence of co-operative undertakings. Each member
has one vote, irrespective of the number of shares held by him. Thus, the management of a co-
operative society is democratic.

1 Service motive: The formation of co-operative organization is based on service motive rather
than a profit motive. It is basically formed with the object of rendering maximum service to its
members.

1 Distribution of surplus: A co-operative society does not distribute all its surplus in the form of
dividend on shares held by its members. A portion of the surplus is transferred to the statutory
reserve fund and some portion is used to pay dividend on share capital.

Advantages of Co-operative society:
The advantages of a co-operative form of organization can be enumerated as follows:

1 Easy formation: A co-operative society is a voluntary association of persons. It does not
require long and complicated legal formalities at the time of formation. Any ten persons, may
form a co-operative society for the promotion of their economic interests.
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1 Limited liability: The liability of the members is limited to the extent of capital contributed by
them as mentioned in the bye-laws of the society.

1 Open membership: Any person can become a member of the society and avail of its
advantages. The minimum number of members required is ten but there is no limited to the
maximum number of members. A member can leave the society by returning his share
whenever he likes.

1 Democratic management: A co-operative society is managed in a democratic way on the
basis of equal voting rights. Thus, every member is able to have a voice in its management.
Every member has an equal say in formulating the policies of the society.

1 Perpetual succession: It is separate legal entity and its life is not affected by the death,
insolvency or conviction of its members. It has a fairly stable life and it continues to exist for a
longer period.

1

Disadvantages of Co-operative society:

Co-operative undertakings suffer from the following draw backs:

1 Limited resources: Co-operative always suffers due to lack of capital. Societies are not able
to raise huge amounts of capital because their members are persons of meager income.
Therefore, societies are not able to take advantages of large scale production.

1 Inefficient management: The societies are not managed efficiently because they do not get
specialized and professional managers as they cannot afford to pay high remunerations. The
members usually lack experience and managerial capability. Thus, management here is
generally inefficient due to lack of specialization.

i Lack of direct incentives: There is no direct relationship between effort and reward.
Honorary office bearers often do not have incentives to work hard.

1 Lack of secrecy: The affairs of co-operatives are generally exposed to the members. It
become quite difficult for them to maintain secrecy in business affairs. Business secrecy is
leaked out to the members and office bearers of the society.

1 Lack of business elasticity: There is a lack of business elasticity in such co-operative
societies. These societies are unable to compete with other private enterprises.

U NOTE: Such comprehensive (long) answers should be attempted keeping in mind the
time factor.

OR
(b) What is planning? Explain the characteristics & importance of planning.

Ans:

Introduction to planning:

Planning is the most basic function of management. It involves thinking before doing or looking ahead.
It is concerned with anticipating problems and developing their solutions. Each and every person has
to fame a plan to proceed in his schemes. A person whether he is engaged in business or not, has
framed a number of plans during his life. “One of the characteristics of being human is that he makes
plan.”

Planning is the first and foremost function of management. Effective planning facilitates early
achievements of objective, which depends upon the efficiency of the planner. A planner is a person
frames a plan to put his schemes into practice.
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Definition of planning:DeDe

Planning is an intellectual process of thinking resorted to decide a course of action which helps
achieve the pre-determined objectives of the organization in future. In simple words a plan is a simple
course of action decided in advance.

Characteristics of planning:

There are number of ways available to complete a certain job. Planning chooses any one of

the best alternatives out of the available ones. Economy and certainty are considered while selecting
the best alternative. Thus, the nature of planning is briefly discussed below:

1.

Primary of Planning: The functions of management include planning, organization, staffing,
directing and controlling. Eminent writers may add other new ones to these functions or those
which have not been included in these functions. Anyway, writers unanimously accept that
planning is the primary function of all the other functions. The reason is that the manager
wants to achieve the pre-determined objectives in a better way.

Planning contributes to objectives: There is a close connection between objectives and
planning. Planning is based on the objectives. If there is no link between planning and
objectives, the former will only be a mental exercise and of no use. Planning contributes to
the attainment of objectives.

Planning an intellectual activity: Planning includes the selections of the best alternatives
available and thinking before selection of the best alternative. It involves the ability to foresee
mishaps in future which might affect the smooth functioning of an organization. So, planning
is an intellectual activity.

Planning results in higher efficiency: Planning efficiency is measured in terms of input
and output ratios. Planning leads to maximum output with minimum expenditure. This input
and output relationship is not only determined by money, labour hours and production units
but also by the degree of satisfaction available to the individual as well as the group. The
high degree of human satisfaction motivates the workers to produce more within the specified
time.

Planning is a continuous process: Planning does not come to an end with the
establishment of a business concern. Planning in other functions is also required. After the
establishment of a business concern, certain decisions are taken. Planning is necessary to
implement the decisions. A number of decisions are taken during the life time of the business
concern. So, planning is necessary throughout the running of the business concern as a
continuous process.

Planning is flexible: As already pointed out, while planning, any one of the available
alternatives is selected. Planning selects the best alternative based on certain assumptions.
If the assumptions are proved wrong, the selected alternative tends to be an incorrect one.
There is a possibility of a dead log in the functions of the management. Planning has one
more alternative to suit future situations.

Unity and consistency: Every department manages resorts to planning at different time.
The planning is related to the achievements of objectives. In other words, managerial actions
of different mangers are unified in order to achieve the objectives. Policies and procedure of
the organization provide a basis for the consistency of executive behavior and action in
matters of planning.

Planning is common to all: Planning work is done by every person who is working in a
business unit. He may be a managing director or a foreman. Being of a higher place, the
planning for a managing director is to frame the policies and procedure to be adopted. Being
at a lower place, planning for a foreman is to allocate the work to his subordinates. So,
planning is common to all.
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9. Basis for all managerial function: Planning is found at all levels of management. Top
management looks after strategic planning. Middle management looks after administrative
planning and the lower level management looks after operational planning.

10. Getting co-ordination: Planning co-ordinates various business activities. Without planning,
nothing can be co-ordinated.

Importance of planning:

Planning is an important and basic function of management. Orderly procedure is possible through
planning. Planning states the way through which the objectives are achieved and anticipates the
activities well in advance i.e., planning should take place before doing.

Defective planning and inadequate planning leads to failure of the organization. Everybody knows
that no activity could be performed in an organization without planning. Proper planning coordinates
the activities of different sections of people working in an organization. =~ The business unit has to
work in uncertain and ever changing conditions. It is very difficult to continue the business under such
situations. Effective planning can anticipate the uncertain events and helps prepare the workforce to
meet the situation to survive. George R. Terry has rightly said that, “Planning is the foundation of
most successful actions of any enterprise.”

Planning helps the businessman get early success. Success without planning is almost
impossible in business. So, the planning function is very important due to the following reasons:

1 To manage by objectives: All the objectives of an organization are designed to achieve the
framed objectives. However, planning makes the organization focus on the objective for early
achievement.

1 Convert uncertainty into certainty: Future is full of uncertainties. These uncertainties may
be predicted though forecasting. Then, the planning provides necessary provision to face the
uncertainties. Besides, planning evaluates the alternative course of action for the continuous
growth and prosperity of ht organization.

1 Economy in operation: Planning selects any one of the available alternatives which will help
produce the best results at minimum costs.

1 Help in co-ordination: The co-ordination is obtained by the management though planning,
well-published policies, programmes and procedures. So, planning also helps the
management get co-ordination. According to Koontz and O’Donnell, “Plans are selected
courses along which the management desires to co-ordinate group actions.”

1 Tackling increasing complexities of business: At present, there is need for many people
with different qualifications to run a business. This makes it necessary for the management to
plan the business activities clearly as to who is to do, what is to be done, where is to be done,
when it is to be and how it is to be done.

1 Effective control: Control is necessary only when there is a deviation in the actual
performance from the planned performance. In the absence of a plan, there are no standards
to compare. In simple words, planning without control are useless and control without
planning is impossible. H.G. Hicks has said that, “Planning is clearly a prerequisite for
effective controlling. It is utterly foolish to think that controlling could be accomplished without
planning, without planning there is no predetermined understanding of the desired
performance.”

91 Effective utilization of resources: Planning involves deciding in advance of the business
activities. Then, the business activities are completed without any delay. It leads to effective
utilization of resources at the cheapest and in the best manner.
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1 Avoiding business failure: Planning includes the selection of best objectivities, conversion
of uncertainty into certainty, economy in operation, co-ordination, facing the complexities,
effective control and effective utilization of resources and avoiding business failures.

2.(a) What is co-ordination? Explain the importance & methods of effective co-ordination.
Ans: ( Refer) OR

(b) Explain the meaning, nature & importance of employees morale. Ans: (Refer)

3.(a) Distinguish between management & administration.  Ans: ( Refer Q.3.a Winter 2005)
(b) Write the advantages of line & staff organization.

Ans: Following are the advantages of line & staff organization:

1 It facilitates the workers to work faster & better.

1 Specialisation is attained when the staff officers concentrate on planning function & the line
officers concentrate on executive function.

1 It enables the organization effectively utilize the staff officer's experience & advice.

1 The line officers can take sound decisions with the help of proper advice from the staff
officers.

1 A new technology or a new procedure may be introduced in the organization without any
dislocation.

1 A new variety of responsible jobs can be given to skilled workers.

1 The work of line officers would be reduced t some extent if they are relieved of the work of
taking decisions.

1 It promotes the efficient functioning of the line officers.

1 The principle of unity of command is followed in the line & staff organization. Hence, the line
officers can maintain discipline among the workers & exercise control over the workers.

1 A very good opportunity is made available to the young persons to get training.

(¢ ) Distinguish between formal & informal communication. Ans: ( Refer)

(d) Write the objectives of motivation. Ans: ( ReferQ.2.b Summer 2005) OR

(e) State the importance of management in modern business. Ans: ( Refer)

(f) State the various sources of recruitment. Ans: ( Refer)

(g) What are the advantages & disadvantages of decentralization. Ans: (Refer)

(h ) What are the different types of leadership? Ans: ( Refer Q.3.h Summer 2005)
4.(a) State the characteristics of business. Ans: ( Refer Q.4.a.Summer 2005)

(b) What are the characteristics of functional organization. Ans: (Refer Q.4.b.Summer 2005)
(¢ ) Write the main characteristics of co-ordination. Ans: (Refer Q.5.c Summer 2005 )
(d) Distinguish between positive & negative motivation. Ans: ( Refer) OR

(e) What are the advantages of partnership business?

Ans: Definition of Partnership:
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“A partnership may be defined as the relation existing between persons, who agree to carry on a
business in common with a view to private gain. [L.H.Haney]

“Partnership is the relation between persons who have agreed to share the profits of a business
carried on by all or any of them acting for all.”
[Indian Partnership Act, 1932(Section-4)]

Advantages of Partnership :

The following are the merits of a partnership form of business:

f
f

Simple formation: It can be formed easily without much expense and legal formalities. Only
an agreement between the partners is required. Registration is also not compulsory.
Sufficient resources: A partnership form of business has larger resources as compared to a
sole trade. The combined resources of many individuals would certainly be larger than the
limited capital of a sole trader. Moreover, new partners can be admitted to secure more
capital, managerial ability and organizing capacity.

Flexibility of operations: A partner can introduce any changes that he considers desirable to
meet the changing circumstances. There is no legal restriction as long as the firm carries on a
lawful business.

Specialization in management: A partnership firm enjoys all the advantages of division of
labor. Division of work among partners is done on the basis of their specialization. It helps in
increasing the efficiency of the business, resulting in more profits.

Benefits of combined ability: Under a partnership form of business, several persons pool
their capital, resources, skills, expertise, experience, services, etc. This helps to expand the
activities of the firm.

Prompt and balanced decisions: A partnership firm is a combination of abilities, experience
and judgment of different persons. Such a combination of skills facilitates the making of
balanced and sound decisions.

Caution for unlimited liability: Fear of unlimited liability encourages caution and care on
day-to-day activities. Partners are discourages to take hasty and reckless business decisions
in the conduct of the business.

Democratic organization: Every partner can participate in the operation of the business of a
partnership firm. Moreover, all the partners are consulted before taking any decision.
Protection of minority interest: The views and voices of each partner carry equal weight.
All the partners have a right to take part in the day-to-day management. Thus, a partnership
firm protects the minority interests.

Business secrecy: A partnership firm is not expected to publish its final accounts for the
general public. Thus, the partners can keep their business secrets to themselves. The
competitors do not have to know anything about the exact position of the business.

(f) Write the modern principles of organization. Ans: ( Refer Q.3.f. Summer 2007)

(g ) What are the barriers of Delegation of Authority? Ans : ( Refer Q.3.c. Summer 2008)

(h) How an employees morale can be raised? Ans: ( Refer)

5.(a) What are the social responsibilities of business towards consumers & government?

Ans: ( Refer Q.1.a Summer 2005)

( b) Write the importance of employees training. Ans: ( Refer Q.1.b Summer 2005)

( c) State the importance of communication. Ans: ( Refer Q.4.c Summer 2005)

(d) What are the essentials of good control system? Ans: ( Refer Q.4.d. Summer 2005 )
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