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chapter - 1 : organising

 toPic-1
  Meaning, Importance, Steps, Structure of 

Organisation

Revision Notes
 l Meaning of Organising : Organising is an important function of management concerned with bringing together 

various resources and establishing relationship among them for accomplishing of specific objectives. According 
to Theo Haimman, "Organising is the process of defining and grouping the activities of the enterprise and establishing 
relationship with them."

 l Steps in the process of organising.

  Organising Process :

Identification and division of work

Departmentalisaton

Assignment of duties

Establishing reporting relationships

Step 1.

Step 2.

Step 3.

Step 4.

  (1) Identification and Division of Work : The first step in the process of organising involves identifying and 
dividing the total work to be done into small and manageable activities (called jobs) so that duplication of 
efforts and resources can be avoided and the burden of work can be shared among the employees.

  (2) Departmentalisation : The second step in organising is grouping similar / related jobs into larger units called 
departments or divisions. This grouping process is called 'Departmentalisation'.

  (3) Assignment of Duties : Once departments have been formed, it is necessary to allocate work/jobs to the 
members of each department in according with their skills and competencies. In other words, the work must 
be assigned to those who are best fitted to perform it well. It is essential for effective performance.

  (4) Establishing Reporting Relationships : Merely allocating work is not enough. Authority-responsibility 
relationship is established so that each individual may know from whom he/she has to take orders and to 
whom he/she is accountable.

 l Importance of Organising

  In order to perform tasks and meet goals successfully, a business enterprise must perform organising function 
properly. The following points highlight the crucial role that organising plays in any business enterprise :

  (1) Benefits of specialisation : Organising leads to systematic allocation of jobs amongst the workers in 
accordance with their skills and competencies. A worker performs a specific job on a regular basis, which 
allows him / her to gain experience in that area. This reduces the workload, enhances productivity and leads 
to specialisation.

  (2) Effective administration : Organising clarifies jobs / duties and authority-responsibility relationships. This 
helps to avoid confusion and duplication, and enables proper execution of work. Managing the enterprise 
becomes easy and this brings effectiveness in administration.

  (3) Expansion and growth : Organising helps in the expansion and growth of an enterprise. It allows a business 
enterprise to add more job positions, departments and even diversify its product lines. This helps to increase 
customer base, sales and profit.
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  (4) Clarity in working relationships : The establishment of working relationships under 'organising' clarifies 
lines of communication, and specifies who is to report to whom. This helps in fixation of responsibility and 
removes ambiguity in transfer of information and instructions.

  (5) Optimum utilisation of resources : The proper assignment of jobs avoids overlapping/duplication of work, 
which helps in avoiding confusion and minimising the wastage of resources and efforts. Thus, organising 
leads to the best possible use of all material, financial and human resources.

 l Structure of organization

  The various types of organization structures are :

  (i) Line organization : Line organisation refers to a direct chain of command through which authority flows 
from top to bottom. It is also known as scalar organisation or military organisation. It is one of the oldest and 
simplest from of organization.

   A simple chart of Line organisation is given below :
CHART

PRODUCTION DEPARTMENT

BASED ON LINE ORGANISATION

Shareholders

Board of Directors

Chief Executive

Production Manager

Factory Superintendent

Foreman Foreman ForemanForemanForeman

 l Types of Line organization : Line organization can be of two types : 

  (i) Pure line organization : In these organizations activities at a particular level are similar and every employee 
performs same type of work, the divisions are created solely for the supervision and control

  (ii) Departmental line organization : In these type of organizations, the organization is divided into departments. 
Every supervisor and worker performs similar work but work differs in various departments. This makes for 
unity of control and differentiation of work.

General manager

Finance manager Production manager Marketing manager

Supervisor Supervisor

Workers

Supervisor

WorkersWorkers

 l Line and staff organization : This type of organization has been developed to achieve the advantages of both the 
line organization and functional organisation. Here the structure is basically that line organisation remain at line 
but staff officers who are functional experts are provided to advise the line authorities in the performance of their 
duties. This form of organisation may be shown with the help of following chart :
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Board of Directors

Public Relation
manager

General Manager Personal Manager

Production Manager

Foreman

(Staff)

Workers

(Staff)

 l Functional Structure : Under functional structure each major function is organised as a separate department like 
production, sales, financing, etc.

  Functional departments are the most widely used basis for organising activities. It is found in almost every 
enterprise at some level in the organisation structure as it leads to better planning and control of the functions on 
which the survival and growth of the enterprise depend. It facilitates performance of various functions.

Managing Director

Production Manager Finance Manager Marketing Manager

Advertising Sales Customer Service

Personal Manager

Marketing Research

 l Divisional structure : Under the divisional structure, the activities of the organisation are divided into a number 
of division/units which are coordinated by the central head quarter. This structure is most suitable for big firm 
dealing in multiple products and operating in different geographical regions.

 l Formal organisation : Formal organisation refers to the organisation structure which is designed by the 
management to achieve organisational goals. It specifies clearly the authority-responsibility relationship among 
various jobs positions.

  Louis Allen : "The formal organisation is a system of well-defined jobs, each bearing a definite measure of 
authority-responsibility and accountability"

 l Informal organisation : Informal organisation is that type of organisation which is created when people working 
together in the formal organisation interact or communicate with each other during the work. It is based on 
personal attitudes, sentiments, emotions, likes and dislikes.

  Keith Dawis : Informal organisations is a network of personal and social relations not established by the formal 
organisation but arising spontaneously as people associate with one another.

Know the Terms
 l Organising : Management function which is concerned with bringing together various resources and establishing 

relationship among them.

 l Line organisation : A Direct chain of command through which authority flows from top to bottom.

 l Line and staff organisation : Organisation which is having the features of both line and functional organisation. 
Staff experts are employed to suggest the line officers about work.

 l Functional organisation : Under this organisation each major function in organised as a separate department.

 l Divisional Structure : Under this activities of the organisation are divided into a number of divisions.

 l Formal organisation : Organisation structure in which authority-responsibility relationship among various jobs 
positions are clearly specified.

 l Grapevine : The network of informal communication is known as 'grapevine' because the origin and direction of 
flow of informally conveyed messages cannot be easily traced.

 l Informal organisation : Network of personal and social relations not established by the formal organisation but 
arise spontaneously when people interact with each other.
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 toPic-2
  Delegation of Authority

Revision Notes
 l Delegation of Authority is the most important part of management. It involves granting authority to subordinates 

so that they perform the assigned duties. In other words, delegation is the process to get the results through 
others.

 l According to Haimann, "Delegation of authority merely means Granting of authority to subordinates to operate within 
prescribed limits."

 l Importance of Delegation : The importance of delegation is as follows :

  (1) Effective Management : Delegation lightens the burden of the top executives. It enables them to assign the 
routine activities to the subordinates and concentrate on the vital functions like planning, decision-making 
and control. Thus, a manager can increase his effectiveness by using the skills of subordinates through 
delegation of authority.

  (2) Basis of management hierarchy : Delegation of authority establishes superior-subordinate relationships, 
which are the basis of the hierarchy of manager. Everyone knows who has to report to whom.

  (3) Development of Subordinates : Delegation of authority allows the subordinates to take decisions 
independently and thus learn new skills. Thus, it is a technique for developing managers for the future.

  (4) Motivation of Subordinates : Some employees like to have more responsibility as it will satisfy their ego. 
Such employees feel motivated when authority is delegated to them. They get higher job satisfaction. They 
show better performance as a result of trust reposed by the superior in them.

 l Elements of Delegation :

  Followings are the Elements of Delegation.

Elements of Delegation

Authority Responsibility Accountability

  (1) Authority : Authority refers to the right of an individual to command his subordinates and to take action 
withing the scope of his/her position.

   l Authority is needed to discharge a given responsibility.

   l Authority flows from top to bottom of the scalar chain, i.e., the superior has authority over the subordinate. 
The extent of authority is highest at the top management level and reduces successively as we go down 
the corporate ladder.

  (2) Responsibility : Responsibility is the obligation of a subordinate to properly perform the assigned duty.

   l It arises from a superior-subordinate relationship because the subordinate is bound to perform the duty 
assigned to him/ her by his/ her superior.

   l Responsibility flows upwards, i.e., a subordinate will always be responsible to his/ her superior.

  (3) Accountability : Accountability implies being answerable for the final outcome of the assigned task.

   Accountability flows upwards, i.e., a subordinate will be accountable to a superior for satisfactory performance 
of work. He/she will explain the consequences of his/her actions or omissions.

Difference between centralisation and Decentralisation

Sr. No. Centralisation Decentralisation

(i) Centralisation of authority refers to systematic 
and consistent retention of authority for decision 
making at top level management.

Decentralisation means systematic dispersal of 
authority in all departments and all levels of 
management for taking decisions.

(ii) Top management retains absolute authority for 
making all decisions for the functioning of the 
organisation.

The top management retains only authority 
for overall coordination and control of the 
organisation. Other works authority are delegated.
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(iii) Centralisation of authority at the top level of 
management.

Decentralisation of authority takes place at the 
middle and lower of management.

Know the Terms
 l Delegation of authority : It is the process of granting of authority to subordinate for better work.
 l Centralisation : Concentration of power or authority in top management hand.

 l Decentralisation : Systematic disposal of authority in all departments and all levels of management to take 
decisions.



chapter- 2 : Staffing

  toPic-1
	 	 Staffing	 :	 Meaning,	 Steps	 and	 Importances,	

Recruitment	:	Meaning	and	Sources;	selection	:	
Meaning	and	Procedure

Revision Notes
 l Staffing : Staffing function of management simply means putting right people to right jobs. It is the managerial 

function of filling and keeping filled position in at right time the organisation structure.   

 l According to French Wendel : "Staffing is the recruitment, selection, development, utilisation, compensation and 
motivation of human resource of the organisation."

 l Steps Involved in staffing process : Following are the steps in the process of staffing :
 (1) Estimating manpower requirement : Staffing process starts with the estimation of manpower requirement which 

means finding out number and type of employees needed by the organisation in near future.
 (2) Recruitment : It means inducing the people to apply for the job in the organisation. Recruitment of staff can be 

within the organisation as well as from outside.
 (3) Selection : It refers to choosing the most suitable candidates to fill the vacant job position. This process includes 

test, interviews, etc.
 (4) Placement : It means putting the selected candidates on right jobs. In this appropriate job is assigned to all 

selected person. After this selected candidate join the organisation.
 (5) Orientation :  It refers to introduction of new employees to the existing employees, jobs, working groups and the 

organisation so that they many feel at home in the new environment.

 (6) Training and Development :  In order to improve the competence of employees it is necessary to provide training 
and development opportunities to employees. It improves efficiency of work also.

 l Importance of staffing : Staffing function is important due to following reasons :

 (1) Obtaining competent personnel :  Proper staffing helps in discovering and obtaining competent personnel for 
various jobs.

 (2) Higher performance : Proper staffing ensures higher performance by putting right person on the right job.
 (3) Continuous growth : Proper staffing ensures continuous survival and growth of the enterprise through succession 

planning for managers.   
 (4) Optimum utilisation of human resources : Proper staffing helps to ensure optimum utilisation of human 

resources. By avoiding over-staffing, it prevents under utilisation of personnel and high labour costs. At the same 
time, it avoids disruption of work by indicating in advance the shortage of personnel.    

 (5) Key to effectiveness of other function : Staffing is key to effectiveness of other functions as no other function can 
be carried out without staffing.    

 l Recruitment : Recruitment is the process of searching for prospective employees and stimulating them to apply 
for jobs in the organisation.
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  The main objective of recruitment is create a pool of the prospective job candidates. The higher the number of 
people who apply for a job, the higher will be the possibility of getting a suitable employee.

 l Sources of Recruitment : There are two categories of recruitment (i) internal sources. (ii) external sources.

Sources of Recruitment

(A) Internal Sources (B) External Sources

Transfers

Promotions

Campus recruitment

Placement agencies

Employment exchange

Advertisement

Direct recruitment

Labour contractors

Casual callers

Recommendations of employees

 (A) Internal source : It includes the following :

 (1) Transfers : It means shifting employees from one job position to other at the same level of authority.

 (2) Promotion : Promotion is the process of shifting of employees from one job position to other with higher level of 
authority.

 (B) External sources of recruitment includes the following :

 (1) Campus recruitment : Under this system the head of the company goes to education institute to pick up fresh 
graduates or technological know how. This type of recruitment is more common for engineers and MBA's.

 (2) Placement Agencies : Placement agencies provide national wide service of matching demand and supply of 
workforce. These agencies unite the bio-data and record them from various job seekers and send them to suitable 
clients.  

 (3) Employment exchange : The employment exchanges throughout the country register the names, addresses and 
other particular of job seekers. When employees notify job vacancies to these exchanges, they refer the names of 
suitable candidates. Employment exchanges are a good source of recruitment. 

 (4) Advertisement : A new trend of external recruitment is advertisement regarding vacant job position They telecast 
the requirement of the job along with qualification necessary to apply.

 (5) Direct Recruitment : Under this, a notice of vacancies is put on the factory notice board specifying the details of 
the job. People read it and assemble on the gate at the specific date and time for recruitment.

 (6) Labour contractors : Labour contractors is also a part of external recruitment. Under this contractors provide labour 
for different work. They also bring workers to the place of work. Contractors do this work for some commission.

 (7) Causal callers : Generally, the big organisations maintain an application file in which they keep all pending 
applications. Whenever there is a job vacancy, the suitable candidates from the lists or databank of unsolicited 
applicants are called.

 (8) Recommendations of employees : Many firms encourage their employees to recommend the name of their 
relatives, friends and other known people to fill the vacant job position.

 (9) Selection : Selection can be defined as discovering most promising and most suitable candidate to fill up the 
vacant job position in the organisation. Under it the qualification, experience and background of applicants are 
evaluated for the job requirement.  

 l Selection Procedure : The procedure of selection are as follows :

 (1) Preliminary Interview : Preliminary interview is the first step after receipt and scrutiny of the application forms 
in the selection process. It should give an idea of general education, experience, training, appearance, personality 
etc. of the candidate and to obtain his salary requirements. If the applicant is given the Application Blank to fill in 
he appears to have some chance of being selected. 

 (2) Application Blank : A Blank Application Form or Application Blank is an important weeding out device in the 
selection procedure. In preliminary interview the successful candidates are supplied the application blank to get 
a written record of the following informations :

 (i) Identifying Personal Information : These include family background, date and place of birth, age, sex, height, 
citizenship, marital status, etc.
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 (ii) Information regarding Education : It includes information about the applicant's academic career i.e., subjects 
taken at various school, certificate and degree, levels, grade, division or place awarded in school and college, 
technical qualification, etc. 

 (iii) Information regarding Experience : This includes full details of past jobs such as nature of work, job 
responsibilities, periods involved, designation, salaries drawn with allowances, reasons for leaving the 
present assignment, etc.

 (iv) Expected salary and allowances : These also include other fringe benefits and perks.

 (v) Information regarding Community Activities : This consists of details regarding extra-curricular activities, 
hobbies, position held in social organisations such as clubs, management association, etc.

 (vi) Other informations : These may be collected by the management such as references, etc.

    The above information helps the management in screening out the undesirable applicants and in maintaining 
 the record for the future. The form of Application Blank may differ from organisation to organisation and job 
 to job. 

 (3) Employment Tests : Psychological and other tests are becoming increasingly popular as a part of the selection 
process even in India. The personnel department may guide and help in the selection of types of tests appropriate 
for a particular position. There are two types of such tests :

 (i)  Trade Tests : Technical jobs requires trade test for example in recruitment of a stenographer in an office, a test 
can be taken to check his speed in dictation and typing. This test assesses the capabilities of the candidates 
for the type of job offered to them.

 (ii)  Psychological Tests : The industrial psychologists have devised certain tests to assist the management in 
evaluating the performance on the task relating to that of the other candidates.

 l Some of the psychological tests are :

 (a) Aptitude Tests : These are designed to measure the aptitude of applicants and their capacity to learn the 
skills required on a particular job. These are more useful for clerical and trade positions.

 (b) Intelligent Tests : There are various verbal and non-verbal intelligence tests. These aim at testing the mental 
capacity of person with respect to various things. They measure the individual learning ability to grasp or 
understand instructions and by ability to reason and make judgement.

 (c) Interest Tests : These determine the preference of the applicants for occupations of different kinds.
 (d) Knowledge Tests : Knowledge tests measure the depth of the knowledge and proficiency in certain skill 

already achieved by the applicant such as engineering, accountancy, etc.
 (e) Projective Tests : In projective techniques the applicant projects his personality into free responses about 

picture shown to him which are ambiguous. These show many individual traits.
 (f) Personality Tests : These tests determine personality characteristics of the candidate such as co-operation 

as against dominance or to judge the emotional balance and temperamental qualities of a person.
 (g) Judgement Tests : These are used to discover the ability to use the different part of body in a co-ordinated 

manner. They are useful in identifying accident prone candidates for certain manufacturing jobs.

 (4) Employment Interview : The most complex and difficult part of the selection process is the interview whose 
purpose is to determine the suitability of the applicant for the job and of the job-for the applicant.

 (5) Reference Check : Employers generally provides a column in the Application Blank for reference. If the applicant 
passes through all the above steps, an investigation may be made on the references supplied by the applicant 
regarding his past employment, education, character, personal reputation, etc. Reference may be called upon on 
telephone or may be contacted through mail or personal visit to provide additional informations to be recorded.

 (6) Medical Examination : In almost all the companies, in India and aborad, medical examination is a part of selection 
process for all suitable applicants. It is conducted after the final decision has been made to select the candidate. If 
a person had poor health he may generally be absent from such test.

 (7) Final Selection : If a candidate successfully crosses all the above tests he would be declared selected. An 
appointment letter will be given to him mentioning the terms.

Know the Terms
 l Staffing : Putting right people to the right job. It is the managerial process of filling and keeping filled positions.

 l Recruitment : It is the process of searching for prospective employees and stimulating them to apply for jobs in 
the organisation.

 l Selection : It can be defined as discovering most promising and most suitable candidate to fill up the vacant job 
position in the organisation.
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  toPic-2
  Training

Revision Notes
 Difference between Recruitment and Selection

Sr. No. Basis Recruitment Selection

1. Nature Recruitment is a positive process because it 
aims at attracting number of candidates to 
apply for the given job.

Selection is a negative process because 
candidates have to cross several stages, 
e.g., employment test, interviews, etc. 

2. Purpose To attract more and more candidates for the 
vacant job.

To select the most suitable person out 
of the candidates who have applied for 
the job.

3. Sequence It take place before the selection. It is done after the recruitment.

Know the Terms
 l Training : Process of increasing knowledge and skill of the employees.

 l Vestibule training : Training in which employees learn their job in actual work environment.



chapter- 3 : Directing

 toPic-1
 	 Directing	:	Meaning	and	Importance,	

Supervision	:	Meaning	Functions	and	Span	of	
Control

Revision Notes
 l Meaning of Directing :

  In the ordinary sense directing means giving instruction and guiding people in doing work but in the management 
directing refers to the process of instructing guiding, motivating, leading people.

  According to Ernest Dale "Directing is telling people what to do and seeing that they do it to the best of their 
ability."

 l Features of Directing :

  (1) Management Function : Directing is an important function of management. It is through directing that 
management initiates action in the organisation.

  (2) Continuing Function : Directing is continuous process. It does not simply mean issuing an order. A manager 
must continuously guide, inspire and supervise to get things done. The directing function is continuous.

  (3) Pervasive Function : Directing is pervasive as it is performed at all the levels of management. It flows from 
top to bottom.

  (4) Human Element : Directing function plays a very important role in moulding of human behaviour. It is 
interpersonal and intergroup relationship.

  (5) Performance Oriented : Directing is a performance oriented function. The main motive of directing is to 
bring efficiency in performance.
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 l Importance of Directing
  'Directing is the heart of management.'
   The importance of directing in the organisation can be understood by the following points :
  (1) Directing helps to initiate action by people in the organisation towards attainment of desired objectives. 

For example, if a supervisor guides his/her subordinates and clarifies their doubts in performing a task, it will 
help them to achieve work targets given to them.

  (2) Directing integrates employees' efforts in the organisation in such a way that every individual effort 
contributes to the achievement of organisational goals.

   In an organisation, performance of each individual affects the performance of others. So there is a need to 
integrate their efforts, otherwise they may work for cross-purposes. Directing ensures that the individuals 
work for organisational goals.

  (3) Directing helps to bring stability and balance in the organisation : Effective directing helps to bring stability 
in the organisation since it fosters cooperation and commitment among the people by giving them suitable 
rewards and positive encouragement and praise for good performance.

  (4) To Facilitate change : Generally the employees hesitate in accepting the changes but through directing 
function the changes can be implemented more easily through directing. Superior tells the subordinate that 
the changes are better for them also.

 l Elements of Directing : Directing functions of management includes the following elements :
  (1) Supervision, (2) Motivation, (3) Leadership, (4) Communication.
 l Supervision : Supervision means instructing, guiding, monitoring and observing the employees work which 

they are performing task in the organisation.
 l According to Viteless : "Supervision refers to the direct and immediate guidance and control of subordinates in 

the performance of their task."
 l Functions of Supervisor : The various functions of supervisor are as follows :
  (1) Scheduling the work : A supervisor prepares plans and schedules for smooth and even flow of work. 

Scheduling involves laying down the time for different activities.
  (2) Issue orders and instructions : Orders and instructions are given by the supervisor to subordinate about 

how to do work and order to start or stop the work.
  (3) Handling grievances : The supervisor handles all the work grievances of subordinate and takes all possible 

steps to remove them.
  (4) Motivating workers : The supervisor motivates his subordinates by providing proper financial and non 

financial incentives such as appreciation and recognition of work done.
  (5) Monitoring performance : The supervisor monitor the performance of subordinates. He keeps actual 

performance to ensure quantity and quality of work.
  (6) Reporting/Feedback : The supervisor prepares and submits report to the higher authorities. These reports 

relate to progress of work. Regular reports on performance may also be used as feedback to motivate workers 
for hand work.

 l Spans of control / span of supervision : Span of supervision refers to the optimum number of subordinates that 
a manager or supervisor can manage or control effectively. To quote Spriegel, "Span of control means the number 
of people reporting directly to an authority.

Know the Terms
  l Directing : Directing refers to the process of instructing, guiding, motivating, leading people in the 

organisation to achieve its objectives. 
  l Supervision : The supervision means instructing, guiding, monitoring and observing the employees while 

they are performing task in the organisation.
  l Span of control : Span of control means the number of people reporting directly to an authority.

 

   toPic-2
		Motivation	:	Meaning	and	Maslow's	Theory,
		Leadership	:	Meaning	and	Qualities	of	a	Good	Leader

Revision Notes
 l Motivation : Motivation is the process of inspiring employees to work hard to achieve the desired goals of the 

organisation. It involves arousing need and desire in people so as to initiate and direct their behaviours in a 
purposeful manner.
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 l According to William Scott : Motivation means a process of stimulating people to action to accomplish desired 
goals.

  According to Viteles, "Motivation represents an unsatisfied need which creates a state of tension of disequilibrium, 
causing the individual to make it a goal directed pattern towards restoring a state of equilibrium by satisfying the 
need."

 l Maslow's Need Hierarchy Theory of Motivation :

  The famous psychologist Abraham Maslow propounded 'Need hierarchy theory of motivation'. His theory was 
based on human needs. Maslow felt that within every human being, there exists a hierarchy of five needs (as 
shown in figure) :

Basic Physiological
needs

Safety/
security
needs

Affiliation/
belongingness

needs

Esteem
needs

Self-actualisaton
needs

 (1) Basic Physiological Needs : These needs are related to the survival and maintenance of human life. Hunger, 
thirst, shelter and sleep are some examples of these needs at the individual level.

  In the organisational context, basic salary helps to satisfy these needs.

 (2) Safety/Security Needs : These needs provide security and protection from physical and emotional harm, e.g., 
protection against dangers, safety of property, etc.

  In the organisational context, stability of income, pension plans, etc., help to satisfy these needs.

 (3) Social/Affiliation/Belongingness Needs : These needs include affection, acceptance and friendship.

  In the organisational context, belongingness, cordial relations with colleagues, etc., help to satisfy these needs.

 (4) Esteem Needs : Esteem needs refer to those needs satisfaction of which leads to self-confidence, prestige and self-
respect.

  In the organisational context, autonomy status, recognition, etc., help to satisfy these needs.

 (5) Self-Actualisation Needs : These are the needs of the highest order. They are concerned with becoming what a 
person is capable of becoming. These needs include growth and self-fulfillment.

  In the organisational context, these needs are fulfilled by achievement of goals.

 l Role of Need Hierarchy in Motivation :

  Maslow's need hierarchy theory is fundamental to understanding of motivation.

  Maslow's theory is based on the following assumptions :

  (i) People's behaviour is based on their needs. Satisfaction of such needs influences their behaviour.

  (ii) People's needs are in hierarchical order, starting from basic needs to other higher level needs.

  (iii) A satisfied need can no longer motivate a person; only next higher level need can motivate him.

  (iv) A person moves to the next higher level of the hierarchy only when the lower need is satisfied.

 l Leadership : Leadership is a process of influencing the behaviour of people at work towards the achievement of 
specified goals. Leadership indicates the ability of a manager to maintain good interpersonal relations with his 
subordinate and motivate them to contribute for achieving organisational objectives. 
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 l According to George R Terry : Leadership is the activity of influencing people to strive willingly for mutual 
objectives.

 l Features of Leadership : Following are the features of leadership :

  (1) Interpersonal Relations : Leadership is a  process of influencing followers. It involves interpersonal 
relationship between the leader and his followers.

  (2) Followers : Leadership implies the existence of followers. A leader derives his authority from the people 
who accept him as their leader. No one can be a leader without followers.

  (3) Common goal : Leadership is exercised to achieve common goals of the organisation.

  (4) Continuous process : Leadership is continuous process as it requires regular communication between the  
leader and his group.

  (5) Personal quality : Leadership indicates the ability of an individual to influence others.

 l Qualities of a good leader :

  Qualities of a good leader are as follows :

  (1) Intelligence : A leader should be intelligent enough to understand the problems in the right perspective. 
Only a knowledgeable and competent person can instruct subordinates correctly.

  (2) Sound physique : A good leader must have good health and physical fitness. He requires  tremendous 
stamina for hard work.

  (3) Integrity : A leader should be honest and sincere. He should be a role model to others in terms of ethics and 
values.

  (4) Sense of Responsibility : A good leader should have a sense of responsibility so that subordinates can 
depend on him.

  (5) Communication Skills : In order to be a good leader, a good communication skill is must. Communication 
skills enables the leader to understand the followers and motivate them.

  (6) Social Skills : A good leader must be able to win the confidence and loyalty of people. He should have 
capacity to create team spirit among this followers.

  (7) Vision and foresight : A good leader needs vision and foresight skill to take right decisions at right time.

  (8) Self confidence and will power : A good leader should have self confidence and strong will power to 
complete the task and to influence his followers.

Know the Terms
 l Motivation : It is the process of inspiring employees to work to achieve the desired goals of the organisation.

 l Need hierarchy theory : It is a motivation theory given by Abraham Maslow. This theory is based on Human 
Needs.

 l Leadership : Leadership is a process of influencing behaviour of people at work towards the achievement of 
specified goals.

 TOPIC-3
  Communication : Meaning, Objectives, Process. 

Barriers to Communication and Overcome Barriers 
to Communication

Revision Notes
 l Communication : Communication can be defined as transmission or exchange of ideas, views, message, 

information between two or more persons by different means.

  Keith Davis : "Communication is the process of passing information and understanding from one process to 
another."

 l Elements of Communication Process :

  Communication is the process of exchange of information between two or more persons to reach common 
understanding.
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 l The process of communication is represented in the figure below :

Sender Message Media Receiver

Feedback

Encoding Decoding

 l The elements involved in communication process are explained below :

  (1) Sender : Sender means the person who conveys his thoughts or ideas to the receiver.

  (2) Message : It is the content of ideas, feelings, suggestions, order, etc., intended to be communicated.

  (3) Encoding : It is the process of converting the message into communication symbols such as words, pictures, 
gestures, etc.

  (4) Media : It is the path/channel through which encoded message is transmitted to the receiver, e.g., face to 
face, phone call, internet, etc.

  (5) Decoding : It is the process of converting encoded symbols of the sender.

  (6) Receiver : The person who receives communication of the sender.

  (7) Feedback : It includes all those actions of receiver indicating that he has received and understood the 
message of sender.

 l Barriers to communication :

  Communication is essential for effective management. But there are certain barriers which hinder the process of 
communication. These barriers are as follow :

  (1) Personal Barriers : They arise from judgement, emotions and social values of people causing psychological 
distance between people similar to physical distance. People sometimes are guided by their attitudes and 
prejudices while interpreting words. Psychological distance may entirely prevent the communication to 
filter out or simply cause interruption.

  (2) Status Relationships : In the formal organisation structure, superior subordinate relationship may cause 
obstacle to clear understanding. A manager may not communicate to his subordinates his weaknesses or the 
subordinates may communicate to their superiors only those things which they expect would be appreciated 
by the latter.

  (3) Perfunctory Attention : Busy people sometimes fail to understand clearly some of the incoming 
information from the subordinates which they had never expected. They pay maximum attention to those 
communications only which they would have expected to listen or which does not come in clash with their 
personal goals. Sometimes communication break down is caused by the credibility gap, i.e., the amount of 
difference between what one says and what one does.

  (4) Semantic Barriers : Semantic barriers arise from the limitations of the symbolic system itself. The different 
words such as efficiency, productivity, worker's participation, employees' welfare, are differently understood 
by different people. Sometimes, a person distorts communication intentionally, but many a times, they 
understand it according to their own concepts, expectations and frame of references.

  (5) Premature Evaluation : On several occasions, managers start evaluating the information before reaching 
proper understanding. Decision is taken before knowing the full facts. Such a premature evaluation tends to 
inhibit free flow of information and understanding and distorts communication.

  (6) Other Reasons : Communication may also be distorted on account of a number of reasons. It may be 
unnecessarily delayed to miss a profitable business opportunity. Persons desiring to resist changes may 
cause distortion in those communications which seek to introduce new changes. Lack of mutual trust and 
faith between two classes of people may lead to distorted understanding of the communication by the one at 
the cost of the other. Lack of time and pressure of work may also be the barriers to free flow of information.  

 l Steps to overcome barriers :

  Following measures are suggested to overcome the above barriers :

 (1) Use of proper Language : Language is a tool for clarity, not for confusion. Simple, clear and emphatic language to 
be chosen.
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 (2) Control over Emotions : Both the sender and receiver of the message should have control over their emotions. 
they should ensure that the content of the massage is not affected by any negative impact of emotions.

 (3) Feedback : Feedback means the response of reaction to the initial message. It may include receivers acceptance 
and his behavioural response. Along with each communication, there is a need for feedback.

 (4) Use of Informal Channel of Communication : It helps to improve managerial decisions and makes communication 
more effective. For effective communication formal channels must be supplemented with the use of informal 
channels.

 (5) Clarity of Message : The message should be adequate and appropriate of the purpose of communication. It is 
very essential to know the audience for whom the message is meant. It may not be possible to achieve perfect 
communication unless the purpose of communication is clearly defined.

Know the Terms
 l Communication : Communication can be defined as transmission or exchange of ideas, views, message, 

information between two or more persons by different means.

 l Semantic Barriers : It arieses from the limitations of the symbolic system itself.



chapter- 4 : controlling

Revision Notes
 l Meaning: Controlling is a basic managerial function. It is concerned with making necessary measures or 

preventive actions to ensure that predetermined objectives are accomplished. In other words  : controlling is the 
comparison of actual performance with the planned performance, find out deviation and correct them.

 l According to Harold Koontz: Controlling is the measurement and correction of performance in order to make 
sure that enterprise objectives are plans devised to attain them are being accomplished.

 l Steps In the Process of Control:

  Controlling involves the following steps:

  (1) Setting standards of performance.

  (2) Measurement of actual performance.

  (3) Comparison of actual performance with the standards

  (4) Analysis of deviations.

  (5) Taking corrective actions.

Setting of
Standards

(Desired Targets)

Measurement of
Performance

(Actual Results)

Comparison of
Performance with

Standards

Analysis of
Deviations

Corrective Actions
in case of
Deviation

(Feedback)

  (1) Setting performance standard: Standards are criteria against which actual performance would be measured. 
Different standards are used for measuring the performance of different individuals. The standards must be 
achievable.

  (2) Measurement of actual performance: Once the standards of desired performance are fixed, the next step 
is to measure the actual performance. Performance should be measured in same terms in which standards 
are set so that their comparison becomes easier. Several technique are there for measurement like personal 
observation, sample checking, performance reports, etc.

  (3) Comparing actual performance with standard: This step involves comparison of actual performance with 
standards. Such comparison will reveal the deviation between actual and desired result.

  (4) Analysing deviations: The deviations from standards are analysed to identify the causes of deviations 
which may be in the organisation. All deviations need not be brought to the notice of top management.

  (5) Taking corrective action: The final step in controlling process is taking corrective action when deviations go 
beyond the acceptable range, so that deviations do not occur again and standards are accomplished.
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 l Importance of controlling.
  Following points explain the importance of controlling:
  (i) Helps in achieving organisational goals: When the plans are made in the organisation these are directed 

towards achievement of organisational goal and the controlling function ensures that all the activities in the 
organisation take place according to plan.

  (ii) Better Results: Control is the only means to ensure that the plans are being implemented effectively. It 
brings out the shortcomings of planning, organising, staffing and directing and helps in taking corrective 
action to improve the performance of these functions.

  (iii) Ensures order and discipline: In an organisation, employees are entrusted with large sums of money and 
valuable resources. In the absence of controlling, employees may fall into temptations. Controlling helps 
to minimise dishonest behaviour on the part of the employees by keeping a close check on their activities. 
Thus, controlling ensures order and discipline in the organisation.

  (iv) Increase employee motivation: Controlling provides performance standards for all the employees in the 
organisation. So, employees know well in advance what they are expected to do and what are the standards 
of performance on the basis of it.

  (v) Coordination of Activities: Control facilitates coordination of the activities of various units. It integrates 
the complex activities of the various departments of the enterprise. It provides unity of direction to all the 
departments.

  (vi) Judging accuracy of standards: An efficient control system helps management to judge whether the standards 
set are accurate and objective. It keeps a careful check on the changes taking place in the organisation.

 l Management by Exception:
  Management by exception is an important principle of  management as suggested by classical writers on 

management. This principle is based on the belief that an attempt to control everything results in controlling 
nothing. It means that while comparing the actual performance with the standard performance, deviations which 
are not so significant from control point of view should be ignored and the management should concentrate only 
on those deviations which are significant or important for the achievement of managerial objectives.

 l Benefits of Management by Exception:
  The management by exception provides the followings benefits:
  (1) Management by exception saves executives time, because they deal only with exceptional or important 

problems. Routine problems are left to subordinates.
  (2) Executives' efforts are concentrated on fewer but important and major problems which need their attention 

most. As a result, there is better utilisation of managerial talent and energy.
  (3) It facilitates delegation of authority, increases span of management and consequently provides better 

opportunities for self motivated person in the organisation. It is possible because top management 
concentrates itself on strategic problems, whereas operational or routine problems are left to lower level 
management. It lessens the frequency of decisions at higher levels and provides opportunities to lower 
levels to develop themselves.

Know the Terms
 l Controlling: Basic managerial function. It is concerned with taking necessary measures or preventive actions to 

ensure that predetermined objectives are accomplished.
 l Management by Exception: Management should concentrate only on those deviations which are significant for 

achievement of managerial objectives.



chapter- 5 : coordination

Revision Notes
  Coordination is not a sperate function of management. It is the essence of management because it is found in all 

managerial functions. According to James. D. Mooney "Coordination is the orderly arrangement of group efforts, 
to provide unity of action in the pursuit of common purpose." 

  Characteristics of Coordination
  1. Not a Distinct Function of Management : Co-ordination is the very essence of all managerial functions. It is 

not a distinct function of management.
  2.  Managerial Responsibility : Every manager in the organisation is responsible to synchronise the efforts 

of the subordinates. It is inherent in the managerial job. However, when co-ordination lacks, special co-
ordinator is required.
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  3. Conscious and Deliberate Effort on the Part of Managers : This is at all levels in the organisation. It does not 
arise spontaneously or by forces or can it be left to chance.

  4. Relevant for Group Efforts and not Individual Efforts : Coordination needs orderly arrangement of group 
efforts. An individual’s work need not be co-ordinated as he is working in isolation without affecting 
anybody else's functioning.

  5. Continuous and Dynamic Process : Coordination is continuous process because it is achieved through 
the performance of functions. It is dynamic because functions themselves are dynamic and change over 
the period of time. Some kind of co-ordination exists in every organisation but special efforts are made to 
achieve co-ordination of higher degree.

  6. Brings about Unity of Action : Unity of action is the heart of coordination. It involves fixation of time 
and manner of performances of different functions in the organisation and makes the individual efforts 
integrated with the total process. 

  7. A System Concept : Coordination regards an organisation as a system of co-operative efforts. It recognises 
the diversity and interdependence of organisation system and the need for fusion and synthesis of efforts.

  Coordination as the essence of Management :
  Coordination is not a separate function but the very essence of management. The very purpose of management 

is to achieve harmony between individual efforts and accomplishment of group goals.
OR

  It is because the very purpose of management is achievement of harmony between individual efforts towards the 
accomplishment of group goals coordination is inherent in all the functions of management. 

  Coordination is the result which can be achieved through the proper performance of managerial functions.
  l	 In ‘planning’, coordination is required between the master plan of the enterprise and the plans of different 

departments or divisions. There should also be coordination between the objectives and the available 
resources. 

  l During ‘organizing’, there should be coordination between the authority and responsibility of every 
individual. Same work should not be assigned twice. Organization would be ineffective if there is lack of 
coordination between different departments and divisions.

  l While ‘staffing’, coordination is achieved by balancing the skills and abilities of the employees with the jobs 
assigned to them. 

  l While ‘directing’, supervision, motivation and leadership are used to ensure harmonious working of the 
organization. 

  l	 During ‘controlling’, coordination is achieved by ensuring that actual results conform to plans as closely as 
possible.

Know the Terms
 l Coordination : It is the orderly arrangement of group efforts to provide unity of action in the pursuit of common 

purpose.
 l Cooperation : It is a voluntary effort of individuals to work together.



 Unit-4
MaRKeting

chapter - 6 : Marketing : concepts and Functions

 toPic-1
 	 Market	:	Meaning	and	Types,	Features	of	Marketing

Revision Notes
 l In a common parlance, the term market is used to refer a place where buyers and sellers meet to effect the 

purchase and sales. 
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 l	According to Philip Kotler.

  "A market is the set of all actual and potential buyers of a product."

 l According to Jevons :

  "A market means a body of persons who are in intimate business relations and carry on extensive transactions in 
any commodity."

 l Types of Markets :

  Markets can be following types :

  1. On the Basis of Geographical Area :

   (i) Local market : buying and selling in a limited area e.g., : in a village.

   (ii) Regional market : Activities restricted in a particular region, e.g., Southern India.

   (iii) National market : Related to activities of buying and selling within boundaries of a country.

   (iv) International market : Where buyers and sellers of two or more nations are involved.

  2. On the Basis of Volume of Business :

   (i) Wholesale market : Where goods are sold in bulk to the retailers.

   (ii) Retail market : Where small quantities of goods are sold by retailers to the consumers directly.

  3. On the Basis of Position of Buyers and Sellers :

   (i) Primary market : Primary producers sell their farm produce to wholesalers or their agents.

   (ii) Secondary market : Market in which wholesalers sell their products to retailers.

   (iii) Terminal market : Market where retailers sell their products to consumers. 

  4. On the Basis of Nature of Transaction :

   (i) Spot market : Goods are physically transferred from sellers to buyers.

   (ii) Future market : Buyers and sellers enter into a future contract, where actual delivery of goods is not 
needed.

  5. On the Basis of Nature of Consumption :

   (i) Consumers market : When goods are produced for direct consumption of consumers, it is a consumers 
market.

   (ii) Producers market : When goods are used in the process of further production.

  6. On the Basis of Subject of Exchange

   (i) Commodity market : Organised market for sale and purchase of commodities.

   (ii) Money market : Short-term finance market, which provides financing to business enterprises through a 
network of banking system.

   (iii) Capital market : Specialised market for providing long-term finance through a network of financial 
institutions, stock exchanges, investment trusts and insurance companies.

 l Features of marketing : 

  1. Marketing is an integrated process : Marketing is not a single activity. It is rather an integrated process of 
inter-related activities. Interaction between activities gives a unique character to marketing.

  2. Marketing is customer-oriented : Marketing is a customer oriented process as it satisfy the wants of present 
and potential consumer. Customer is the focus of all marketing activities.

  3. Marketing is wider than market : Marketing consists of not only the buyers and sellers but all institutions and 
activities involved in planing, pricing, promoting and distributing want satisfying products and services.

  4. Marketing is goal-oriented : Marketing is goal oriented and its main goal is to satisfy the customer.

Know the Terms
 l Market : Market is the set of all actual and potential buyers of a product.

 l Marketing : It is the process of discovering and translating consumer needs into products and services.

 l Spot Market : This is a market where goods are physically transferred from sellers to buyers.

 l Consumer Market : This is a market where goods are purchased for personal consumption.
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 toPic-2
 	 Comparison	Between	Marketing	and	Selling	

Objectives,	Importance	Meaning	and	Features	of	
Each	Functions	of	Marketing

Revision Notes
 l Comparison between marketing and selling : Marketing differs from selling in the following ways :

  

Sr.
 No.

Basis Marketing Selling

1. Scope/Process It consists of number of activities 
such as identification of customer 
needs, developing the products to 
satisfy these needs, fixing prices and 
attracting the buyers to purchase the 
goods.

Selling is only a part of marketing 
and is concerned with promotion of 
the sale of products.

2. Focus/Transfer of Title Achieving maximum satisfaction of 
the customer's needs and wants.

Transfer of products from sellers to 
consumer.

3. Objective Profit maximisation through 
customer satisfaction.

Profit maximisation with the sales 
maximisation.

4. Start and End of Activities Marketing activities start much before 
the product is produced and continue 
even after the product has been sold.

Selling activities start after the 
product has been developed.

5. Emphasis Developing the product as per the 
customer needs.

Bending the customer according to 
the product.

6. Strategies Marketing uses integrated marketing 
efforts involving strategies in respect 
of product, promotion, pricing and 
physical distribution.

Selling involves efforts like 
promotion and persuasion.

 l Objectives of Marketing : The main  objectives of marketing are as follows :

  (1) Customer Satisfaction : The main motto of marketing is to satisfy customers. All marketing activities begin 
and end with the customers. Customers satisfaction can give rise to business. 

  (2) Creation of Demand : The most important objective of marketing is to create demand for goods and services. 
Advertising, sales promotion and other techniques are used to create demand.

  (3) Profitability and growth : By satisfying customer needs and wants, business profits can be increased and it 
helps firm to grow and to earn sufficient funds.

  (4) Goodwill : Marketing main aim is to build the reputation of the firm over a time. It can be done by selling 
quality products at reasonable prices and  efficient service after the sales.

 l Importance of marketing : Marketing offers the following benefits :

  (1) Large scale production :  With the help of marketing mass selling is possible and thereby it  promotes large 
scale production.

  (2) Generation of Revenue :  Marketing helps the firm in generating revenue. The survival  and growth of a 
business enterprise depends on the effectiveness of marketing.

  (3) Customer satisfaction : Marketing helps to identify and satisfy the needs and wants of customers. Modern 
marketing begins and ends with the customer.

  (4) Employment generation : Marketing helps to generate employment in production by increasing the scale of 
production and distribution.

  (5) Higher standard of living : Marketing helps in improving the living standards of people by offering a wide 
variety of goods and services with freedom of choice.
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 l Functions of marketing : Functions of marketing can be classified into three broad categories :
  (1) Exchange Function.
  (2) Physical supply function.
  (3) Facilitating function.

 1. Exchange function : Exchange function includes two main important function of management :
  (i) Buying and assembling : Buying refers to the purchase of raw material for manufacturing of goods and 

purchase of finished goods for the resale. Assembling is different from buying. It involves collection of a wide 
variety of goods.

  (ii) Selling & Distribution : Selling is the process of binding the customers, create demand and transfer the 
goods for value or money. Effective selling require careful planning and control of marketing activities.

 2. Physical supply function : Physical supply function involve two main functions :

  (i) Transportation : Transportation is the process of carrying of goods  and people from one place to another. It is 
the most important function of marketing. It helps in assembling and selling the goods. It creates place utility 
and widens the market and increase the scale of production. 

  (ii) Storage or warehousing : Storage and warehousing means to hold and preserve the goods till they are sold to 
buyers. Storage is needed so that the goods can be made available to buyers when they required. Warehouse 
is a place which is used to store the goods. It is necessary for mass distribution and for continuous flow of 
goods from seller to buyers. Warehousing perform the following functions :

   (a)  Regular production 
   (b) Time utility.
   (c)  Store of Surplus goods 
   (d) Minimization of risk.

 3. Facilitating function :
  (i) Product planning and Development : Product planning is widely used in marketing as it is the foundation 

of marketing and success of marketing depends upon the product offered to customer. So marketing should 
design and develop the right type of products. The design, colour, size, quality and other features of the 
product should be decided with the need of the customer.

  (ii) Marketing Research : It is the process of system at gathering, recording, and analysis of data about marketing 
problems with the aim of providing useful information for marketing decision making.

  (iii) Standardisation and grading : Standardisation refers to the system of setting up basic standard to which 
the product must conform. It indicates the standard of product. Grading is the process of sorting units of a 
product into defined classes or grades of quality. The goods are graded according to the specific standard.

  (iv) Packaging : It is the process of designing and producing appropriate packages for product. It protects the 
goods from spoilage, breakage, leakage, etc. A package can be container, wrapper or other used in package 
product.

  (v) Pricing : Pricing refers to the process of fixing the price of a product and price should be in terms of money. 
It depends on many factors like degree of competition, market conditions, government regulations, etc. 
Success of business mainly depends on the sound price policy.

  (vi) Brand and labelling : It is the process of giving a distinctive identity to a product by which it is to be known 
and remembered. A brand is a name, term or symbol used to identify the product from other product.

   Labelling requires putting identification mark on the package. It is an important part of product as it provides 
useful information about the product and its producer.
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  (vii) Financing : Financing is an important function of marketing that is required to keep stocks to meet transport, 
storage and other costs and to grant credit.

  (viii) Risk taking : There are many types of risk at each stage of marketing. Risk implies uncertainty of profits or 
dangers of loss due to unavoidable future events. Insurance provides a security against risk.

Know the Terms
  l Selling : Only a part of marketing and is concerned with promotion of the sale.
  l Packaging : The process of designing and producing appropriate package for the product.
  l Brand : It is the process of giving a distinctive identify to a product by which it is to be known.
  l Labelling : It implies putting identification mark on the package. It provides useful information about the 

product and its producer.


Chapter - 7 : Marketing Mix : Meaning and Elements

 TOPIC-1
  Marketing Mix, Product Mix

Revision Notes
 l Every business firm develops an appropriate marketing mix in order to satisfy the needs and wants of its customer. 

Marketing mix refers to the combination of four basic elements like the product, the price, the place and the 
promotion. These four elements are interrelated because decisions in one influence the other.

 l According to William Stanton: "Marketing mix is a systematic combination of four elements – product, price, 
place and promotional qualities used to satisfy the needs of an organisation's target market."

 l Elements of marketing mix: 

Marketing Mix

Product

�
�
�
�
�
�

Product Quality
Branding
Packaging
Labelling
Services
Warranties

Price

�
�
�

Pricing method
Pricing strategy
Price changed
Discount

Place

�
�
�
�

Advertising
Personal selling
Sales promotion
Public relations

Promotion

�
�
�
�

Channel of distribution
Order processing
Transportation
Inventory control

 l Meaning of product: Product means goods and services which is offered to the market for exchange. Product mix is 
the combination of all products offered for exchange by a company. Product can be classified in the following types:

  

Product

1. Consumer
Products

2. Industrial
Products

(ii) Shopping
efforts

required

(i) Durability

(a) Non
Durable

(b) Durable (c) Services

(a) Convenience
products

(b) Shopping
products

(c) Speciality
products

Base 1 Base 2
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 1. Consumer goods: Products which are directly used by the consumer is called consumer goods. Bread, butter, 
TV sets, garments, etc are the examples of it. It can be of two types: on the basis of durability and on the basis of 
shopping efforts required goods.

 (i) On the basis of durability: 

  (a) Non-durable products: These products are tangible goods and consumed with one or few user. Like soap, 
toothpaste.

  (b) Durable product: Durable products are those goods which can be used for several years and have high 
values. TV, Radio, washing machine are the examples of it.

  (c) Services: Services are those non-material goods which directly satisfy the human wants. A few examples of 
services are the services of a doctor, lawyer, domestic servant, etc.

 (ii) On the basis of shopping efforts required:

  (a) Convenience products: These are those goods which can be purchased easily. They are meant for personal 
convenience. News paper, cigarettes, soaps, etc are the examples of it. 

  (b) Shopping products: These products are purchased after a comparative analysis of price, quality, warranty of 
competitive brand. Furniture, TV, computer, etc are the examples of it.

  (c) Speciality products: These products are purchased with some special efforts – Fancy items, jewellery, etc are 
the examples of it.

 2. Industrial products: These products are those products  which are used in the manufacturing of the other 
products. It can be  divided into following types:

  (i) Raw material: These are converted into finished goods, for example cotton used in producing cloth are raw 
material.

  (ii) Supplies: These include goods like nuts, bolts, lubricating oil, computer stationery, etc.

  (iii) Installations: These consist of heavy machinery, production line trucks and other items of high capital value.

 l Meaning of services: Service is  as intangible act that can satisfy the needs of customer. Teacher , doctor, firms, 
banks, etc are providers of service.

 l Features of services: Features of services are as follows:

  (i) Services are intangible.

  (ii) Services are perishable.

  (iii) Services are inseparable.

  (iv) Services are variable.

 l Difference between product and services

  The differences between products and services are: 

Sr. No. Basis Product Service

(i) Tangibility Product can be seen, touched and felt. Services cannot be touched and seen.

(ii) Inseparability A product is fully separable from the 
seller.

It cannot be separated from the seller.

(iii) Durability/ Storage A Product is durable, can be stored. There is simultaneous production and 
consumption of services.

(iv) Replacement Possible. Not possible.

(v) Ownership Transferability can be done. Non-transferable.

 l Branding: Branding is a process to give a distinctive name identification to the product by which it is to be known 
and remembered. It can be in the form of a name term, symbol or design. Lux, Coca-Cola, L.G., Bata are examples 
of brand. 

 l Branding has following advantages / merits:

  (i) It helps consumer to identify and recognise the product.

  (ii) It differentiates the product from the rival products.
  (iii) It ensures standards of quality and design to consumers.

  (iv) It is the basis of advertising and other techniques of mass selling.
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 l Labelling:

  Labelling refers to designing the label to be put on the package. 
  A label is an important feature of a product as it provide useful information about the product and its producer.

 l Functions of Labelling:
  (i) Describe the product and specify its contents: One of the most important functions of labels is to describe 

the product, its usage, manufacturing and expiry dates, cautions in use, etc., and specify its contents.
  (ii) Identification of the product or brand: The label helps the customers to identify the product or brand from the 

various types available. For example, we can easily identify a Cadbury chocolate from the various chocolates 
kept in the shelf of  a  shop by the colour of its label.

  (iii) Grading of products: With the help of label, products can be graded in different categories. For example, 
Brook Bond Red Label, Yellow Label, Green Label, etc.

   (iv) Help in promotion of products: Labels play an important role in sales promotional schemes launched by 
companies. For example, The label on pack of Dettol shaving cream mentions "50% Extra Free", pack of 
Colgate toothpaste mentioning "Save ` 20" or the pack of Dabur Amla hair oil states, "Baalon Main Dum, Life 
Mein Fun".

  (v) Providing information required by law: Labelling performs the function of providing information required 
by law. For example, the statutory warning on the packet of cigarettes, "Smoking is injurious to Health". In 
case of hazardous or poisonous material, appropriate safety warning needs to be  put on the label.

 l Merits of Labelling:
  (i) It prevents overcharging by seller as price of product is printed on the label.
  (ii) A good and colourful label serves as an advertisement for the product and the company.
  (iii) A label is a stamp of good quality and hence it helps developing brand goodwill.

 l Meaning of Packaging: Packing refers to wrapping, crafting, filling so that goods can be protected from spoil- age, 
pilferage and breakage and leakage, etc.

 l Features of good Packaging:
  (i) Convenience: Packaging should be such that the product can be conveniently taken from one place to another 

and should be easily handled by middlemen and consumers.
  (ii) Attractive: The package should be attractive and capable of drawing customers’ attention. It must stimulate 

their interest and awaken desire for the product.
  (iii) Economical: The package should be economical and not costly. High price can be a drawback in selling.
  (iv) Protective: The packaging should be such that the quality, quantity and colour of the product does not 

deteriorate or gets damaged by sun, rain, insect, dust etc.
  (v) Communicative: A good packaging should communicate information to the customers about the brand 

utility and quality of the product.

Know the Terms
  l  Marketing mix: It is a systematic combination of four elements product, price, place and promotion activities 

used to satisfy the need of an organisation.   
  l Services: Those non-material goods which directly satisfy the human wants.
  l Branding: It is a process to have a distinctive  name/ identification to the product
  l Packaging: If refers to wrapping, crafting, filling so that goods can be protected from spoilage, pilferage and 

breakage.

 TOPIC-2
  Price Mix: Meaning, Factors Determining Price

Revision Notes
 l The term price refers to the money value of a product or service. According to Clark: "The price of an article 

or service is its market value expressed in terms of money. It reflects the worth of a product or service and the 
amount of money for which it can be exchanged. 
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 l Factors Affecting/Determining price Determination of Price:

  1. Pricing objectives: Pricing objectives of a firm may include:
   (a) Profit maximization: If the firm decides to maximise profits in the short run, it will charge maximum 

price for its products. But if it wants to maximise its  total profits in the long run, it will charge lower per 
unit price so that it can capture large market share and earn greater profits through increased sales.

   (b) Obtaining market share leadership: If a firm's objective is to obtain larger share of the market, it will 
keep the price of its products at lower levels so that greater number of people are attracted to purchase 
the products.

   (c) Surviving in a competitive market: If a firm is facing difficulties in surviving in the market because of 
intense competition, it will charge the lowest possible price and offer discounts also.

   (d) Attaining product quality leadership: In this case, the firm charges higher prices for providing high 
quality products because it  incurs heavy expenditure on research and development.

  2. Product cost: Product cost includes the cost of procuring, distributing and selling the product. The cost sets 
the minimum level or the floor price at which the product can be sold. It is important that the price should 
recover total costs (fixed costs as well as variable costs) in the long run including a margin of profit over and 
above the costs.

  3. Competition in the market: Competition is another important consideration while pricing a product. When 
a firm does not face any competition (under monopoly situation ), it can enjoy complete freedom in fixing its 
price. But when there is intense competition, a firm should fix lower price of its products to capture a large 
market share.

  4. Quality and Service: An article may be sold at a price above the cost if the customers consider the article is 
of exception quality. On the other hand, the article may not sell even at low price if the quality of product is 
considered to be very poor.

  5. Government Control: Certain products are regulated by the government, so prices are fixed by the 
government. In India maximum prices of edible oils, automobile, medicines, sugar, cement, etc are regulated 
by the government.

  6. Demand: The nature and size of demand in relation to the supply of article is another important factor 
affecting price. Price elasticity of demand plays very important role in determination of price.

Know the Terms
  l Price: It refers to the money value of a product or service. 
  l Profit maximisation: Process in which the firms want to earn more profit.

  l Product cost: Product cost refers to that cost which includes the cost of procuring, distributing and selling   
   the product.

 TOPIC-3
  Place Mix: Meaning, Channels of Distribution and 

Physical Distribution 
Revision Notes
 l Place element of marketing mix refers to distribution of product to customer for consumption. Its main object is 

to make the product available to customers at the right time and right place. 

 l Distribution element involves two broad functions:
  (i) Choice of distribution: It includes all those activities through which the product shall flow from the 

manufacturer Channels of to ultimate users.
  (ii) Physical distribution: It consists of transportation and storage of goods.

 l Types of channel of distribution: A channel of distribution is the route through which products flow from the 
point of production to the point of ultimate consumption. It serves as a connecting link between the producer and 
consumer. It can be following types: 

  (i) Manufacturer-consumer (zero level channel): This is the simplest channel involving direct sale of goods 
from producer to consumer. No middleman is required between the producer and consumer. The producer 
can sell its product through salesman, internet and tele-marketing.
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  (ii) Manufacturer-Retailer (one level channel): Under this system manufacturer sells its product to retailers and 
retailers sell products to the ultimate users.

   For example maruti udyog sells its car though the company approved retailers. Automobiles, home appliances, 
ready made garments are sold through this channel.

  (iii) Manufacturer-Wholesaler Retailer-Consumer (Two level channel): This is the commonly used channel for 
distribution of consumer goods. Under this system manufacturer sells in bulk to the wholesaler who in turn 
sells to a large number of retailers. This channel is used in case of small goods like soap, salt, tea, toothpaste, 
etc.

  (iv) Manufacturer-Agent-wholesaler-retailer-consumer (three level channel):
   This is the longest channel of distribution. Under this system producer hands over his output to the selling 

agent who distribute it among a few wholesalers. Every wholesaler sells goods to retailer and retailer  sells 
goods to ultimate consumer.

Manufacturer Agent Wholesaler Retailer Consumer

 l Choice of channel of Distribution: While choosing a channel of Distribution, the following factors should be 
taken into consideration:

  (1) Product related factors: Product related factors are as follows:
   (i) Bulk and weight: Bulky and heavy products need to be distributed through shorter channel so that 

cost of the transportation can be minimised. Small seized products can be distributed through longer 
channel.

   (ii) Complexity of the project: Technically complex products like heavy machines should use short channel 
of distribution because they require demonstration at the time of sale.

   (iii) Unit value: When the product to be distributed is costly, shorter channel should be adopted. Gold 
jewellery is sold through zero level of channel.

  (2) Market Related Factors: Following are market related factors:
   (i) Nature of the market: In a consumer market longer channels are used but in industrial market short 

channel should be used.
   (ii) Size of the market: When market is made up of many customers indirect channels are required and 

when market consist of few customers direct channel can be used.
  (3) Company related factors: Company related factors which influence the choice of distribution are as follows:
   (i) Volume of output: A firm or company whose volume of output is large should use direct selling method.
   (ii) Financial strength: A company whose financial position is strong and can create its owns channel of 

distribution.
  (4) Middlemen related Factors: The middlemen related factors are as follows:
   (i) Sales Potential: A manufacturer normally prefers a dealer who offers the great potential volume of sales.
   (ii) Costs: Channel should be choiced after comparing the cost of distribution through alternative channels.
   (iii) Legal constraints: Government regulations regarding certain products may influence channel decision. 

for eg: liquor and drugs should be distributed only through licensed shops.

Know the Terms
  l Place /  Distribution element: It refers to distribution of a product to customer for consumption. 
  l Choice of Distribution: It includes all those activities through which the products shall flow from 

manufacturer to ultimate users.
  l Physical distribution: It consist of transportation and storage of goods.

 TOPIC-4
  Promotion Mix

Revision Notes
 l 'Promotion' of goods and services involves informing the customers about the firm's product, its features, quality, 

etc. and persuading them to purchase the same.
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  'Promotion mix' refers to combination of promotional tools (or methods) used by an organisation to achieve its 
communication objectives. These include:

  (i) Advertising: It is the most commonly used tool of promotion which is a paid form of non-personal presentation 
and promotion of ideas, goods or services by an identified sponsor.

  (ii) Personal selling: It involves oral presentation of message in the form of conversation with one or more 
prospective customers for the purpose of making sales. Companies appoint sales persons to contact 
prospective buyers and create awareness about the company's products.

  (iii) Sales promotion: It refers to short-term incentives, which are designed to encourage the buyers to make 
immediate purchase of a product or service, e.g., discounts, contests, free samples, offering extra quantity, etc.

  (iv) Publicity and public relations: Publicity is a non-paid form of non-personal communication. It takes place 
when favourable news is presented in the mass media about the company's products or services, e.g., a news 
covered by TV or newspaper that a company manufactured a car, which runs on water. 

 l Advertising:

  Concept of advertising: Advertising is the most commonly used tool of promotion which tell us about various 
products. According to American Marketing Association, "Advertising is any paid form of non-personal 
presentation and promotion of ideas, goods or services by an identified sponsor."

 l Features of advertising:  Features of advertising are as follows:

  (1) Mass reach: Advertising can reach a large number of people over a vast geographical area. It is a non-personal 
form of communication.

  (2) Help in introducing new products: Advertising helps to provide knowledge of new products and this 
knowledge helps in saving a lot of time and money.

  (3) Enhancing customer satisfaction and confidence: Customer feel more assured about quality and feel more 
comfortable. It's sponsors claim these benefits in advertising.

  (4) Economy: Advertising is a very economical mode of communication if large number of people are to be 
reached. Because of its wide reach, the total cost of advertising gets spread over numerous communication 
links. As a result the per unit cost of reach reduces.

 l Objectives of advertising:  Objectives of advertising are as follows:

  (1) It introduces a new product by making awareness among customers.

  (2) It educates consumers about the various uses of the product.

  (3) It informs consumer about the quality and price of a product and try to attract them to buy it.

 l Sales Promotion:

  Concept of Sales Promotion:

  Sales promotion refers to short-term incentives which are designed to encourage the buyers to make immediate 
purchase of a product or service, e.g., discount, contests, free samples, offering extra quantity, etc.

  Sales promotion techniques are used to boost the sales of a firm. It is usually undertaken to supplement advertising 
and personal selling.

 l Sales Promotion Activities / Techniques / Methods / Tools:

  (1) Rebates: It means offering products at special prices, to clear off excess inventory.

   Example : Offer of Maruti to sell Alto 800 car at a discount of 50,000 for a limited period, say, in the month of 
November.

  (2) Discounts: It means offering products at less than list price. Certain percentage of price is reduced as discount.

   Examples: (i) Bata's offer of  discount up to 25%, (ii) offer of 50 + 20% discount on HMT Watches.

  (3) Refunds: It means refunding a part of price paid by customer on producing some proof of purchase. For 
example, a toothpaste manufacturer may offer to refund ` 15 on sending the empty cover of the pack.

  (4) Product combinations: It means offering another product as gift along with the purchase of a product.

   Examples: (i) Shakti Bhog Atta's offer of ½ kg sugar free with a pack of 1 kg Atta. (ii) Get 2 GB memory card free 
with a Nokia cell-phone.

  (5) Quantity gift: It means offering extra quantity of the product.

   Example: (i) 'Buy three get one free' offer available on Vivel soaps. (ii) '50 grams extra' offer of Rin detergent bar.
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 l Personal Selling:

  Concept of Personal Selling:

  Personal selling is a very effective promotional tool. In simple words, personal selling means—"Selling products 
personally." It involves oral presentation of message in the form of conversation with one or more prospective 
customers for the purpose of making sales.

  Companies appoint salespersons to contact prospective buyers and create awareness about the company's 
product. A salesperson ascertains customer needs, identifies right product, communicates product features 
and benefits and persuades the customer to buy the product. Thus, a salesperson plays three different roles—
persuasive role, service role and informative role.

 l Following are the characteristics / features of personal selling:

  (1) It is a personal form of communication as it involves direct face-to-face interaction between the salesperson 
and the prospective buyer(s) for the purpose of making sales. Thus, there is a two-way communication.

  (2) Personal selling allow a salesperson to develop personal relationships with the customers, which may help in 
repeat sales and direct feedback.

  (3) Personal selling is a flexible tool of promotion. The sales presentation can be adjusted to fit the specific needs 
of the individual customers.

 l Objectives of personal selling: Objectives of personal selling are as follows:

  (1) Main objective of personal selling is to increase sales.

  (2) To introduce new product in the market.

  (3) To do complete job of selling.

  (4) To redress grievances and objections of customers.

  (5) To create the interest and desire created by advertising into demand.

 l Publicity: According to the American Marketing Association, "Publicity is any form of non-paid commercially 
significant news or editorial comment about ideas, products or institutions." In other words, it is an auspice form 
of communication, which reaches the consumer in the form of a news articles through news channels.

 l Features of publicity:

  (1) Publicity covers favourable news about the institution and its products.

  (2) It is made by the newspapers, radio, television, internet, etc.

  (3) It is outside direct control of the organisation.

  (4) Publicity can be negative also.

 l Objectives:

  (i) To aware people about something or someone.

  (ii) To warn people about undesirable activities or goods.

  (iii) To draw public attention to some noteworthy event.

 l Distinguish between advertising and personal selling:  

Basis of distinction Advertising Personal selling

Meaning It involves non-personal persuasive 
communication (not face to face).

It involves personal persuasive 
communication (face to face).

Objective To stimulate and create demand for goods 
and services.

To satisfy the wants of customers which 
results in immediate sales.

Scope/coverage Wide. Restricted to specific customers..

Nature It creates demand for goods. It induces customers to purchase the 
goods.

Feed back No immediate feed back. Immediate feed back.

Type of sale Mass selling. Individual selling.

Media Used Diverse media involving use of oral and 
written words and gestures.

Limited media involving use of oral words 
and gestures.
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Message flexibility Same message / rigid. Message is specific and tailored to each 
customer / flexible.

Suitability More suitable in the initial life of a product. More useful at later stages.

Cost Economical / low. High / Expensive.

 l Difference between Advertising and publicity:

Basis of Distinction Advertising Publicity

Sponsor The identity of the sponsor is clearly 
known.

Identity of the sponsor is not known.

Control The sponsor has control over contents and 
timing of the message.

Media has control over the contents and 
timing.

Nature of message Nature of message is to persuade customer 
in the favour of a product.

Nature of message is to inform public, in 
public interest.

Credibility Less credible. More credible.

Nature Subjective. Objective.

Know the Terms
  l Promotion mix: It refers to combination of promotional tools (methods) used by an organisation to achieve 

its communication objectives.

  l Advertising: It is the most commonly used tool of promotion which tell us about various products.

  l Sales promotion: It refers to short term incentives  which are designed to encourage the buyers to make 
immediate purchase of a product or service.

  l Personal selling: Personal selling means selling products personally. It involves oral presentation of message 
in the form of conversation with one or more customers.



chapter - 8 : consumer Protection

Revision Notes
 l Meaning of Consumer Protection : Consumer Protection has a wide agenda. It not only includes educating consumer 

about their rights and responsibilities, but also helps in getting their grievances redressed. It not only requires a Judicial 
machinery protecting the interest of consumers but also requires the consumers to get together and form protection 
and promotion of their interest.

 l Importance/Need of Consumer protection : The following points highlight the importance of consumer protection :

 (1) From Consumers' point of view :

  The importance of consumer protection from the consumers point of view can be understood from the following 
points :

  (i) Consumer Ignorance : In the light of widespread ignorance of consumers about their rights and reliefs 
available to them, it becomes necessary to educate them about the same so as to achieve consumer awareness.

  (ii) Unorganised Consumers  : Consumers need to be organised in the form of consumer organisation which 
would take care of their interests. Though, in India, we do have consumer organisations which are working 
in this direction, adequate protection is required to be given to consumers till these organisations become 
powerful enough to protect and promote the interests of consumers.

  (iii) Widespread Exploitation of Consumers : Consumers might be exploited by unscrupulous, exploitative and 
unfair trade practices like defective and unsafe products, adulteration, false and misleading advertising, 
hoarding, black-marketing, etc. Consumer need protection against such malpractices of the sellers.

 (2) From the point of view of Business

  A business must also lay emphasis on protecting the consumers and adequately satisfying them. This is important 
because of the following reasons :
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  (i) Long-term Interest of Business : Enlightened businesses realise that it is in their long-term interest to satisfy 
their customers. Satisfied customer not only leads to repeated sales but also provide good feedback which 
helps in increasing customer base of business.

  (ii) Business uses Society's Resources : Business organisations use resources which belong to the society. They 
thus have a responsibility to supply such products and render such services which are in public interest and 
would not impair public confidence in them.

  (iii) Social Responsibility : A business has social responsibilities towards various interest groups. Business 
organisations make money by selling goods and providing services to consumers. Thus, among the many 
stakeholders of business and like other stakeholders, their interest has to be well taken care of.

  (iv) Moral Justification : It is the moral duty of any business to take care of consumer's interest and avoid 
any form of their exploitation. Thus, a business must avoid unscrupulous, exploitative and unfair trade 
practices like defective and unsafe products, adulteration, false and misleading advertising, hoarding, black 
marketing, etc.

  (v) Government Intervention : A business engaging in any form of exploitative trade practices would invite 
government intervention or action. This can impair and tarnish the image of company. Thus, it is advisable 
that business organisations voluntarily resort to such practices where the customers' need and interest will 
well be taken care of.

   In view of the above, the government of India has enacted several regulations designed to provide adequate 
protection to consumers. We shall now discuss some of these regulations :

 l CONSUMER RIGHTS

  The Consumer Protection Act 2019 provides for six rights of consumers. These rights include the following:  

 1. Right to Safety: The consumer has a right to be protected against goods and services which are hazardous to life, 
health and property. For example, electrical appliances which are manufactured with substandard products or 
do not conform to the safety norms might cause serious injury. Thus, consumers are educated that they should 
use electrical appliances which are ISI marked as this would be an assurance of such products meeting quality 
specifications.  

 2. Right to be informed: The consumer has a right to have complete information about the product he intends to 
buy including its ingredients, date of manufacture, price, quantity, directions for use, etc. It is because of this 
reason that the legal framework in India requires the manufactures to provide such information on the package 
and label of the product.  

 3. Right to be assured: The consumer has the freedom to access variety of products at competitive prices. This 
implies that the marketers should offer a wide variety of products in terms of quality, brand, prices, size, etc. and 
allow the consumer to make a choice from amongst these. 

 4.  Right  to  be  heard:  The consumer has a right to file a complaint and to be heard in case of dissatisfaction with  
a  good  or  a  service.  It  is because of this reason that many  enlightened  business  firms have set up their own 
consumer service and grievance cells. Many consumer  organisations are  also working towards this direction and 
helping consumers in redressal of their grievances. 

 5.  Right  to seek redressal:  The consumer has a right  to  get  relief against  unfair  trade  practice of restrictive 
trade practices or unscrupulous exploitation in case the product or a  service falls  short  of  his  expectations. The 
Consumer Protection Act 2019 provides for redressal to the consumers including replacement of the product, 
removal of defect in  the  product,  compensation  paid for any loss or injury suffered by the consumer, etc.

 6.  Right to Consumer Education: The consumer has a right to acquire knowledge and to be a  well informed  
consumer  throughout life. He should be aware about his rights and the reliefs available to him in case of a product 
or service falling  short of his expectations. Many consumer organisations  and some enlightened businesses are 
taking an active part in educating consumers in this respect.

 l METHODS OF CONSUMER PROTECTION

  There are various ways in which the objective of consumer protection can be achieved.

  1. Self Regulation by Business : Enlightened business firms realised that it is in their long-term interest to 
serve the customers well. Socially responsible firm follow ethical standards and practices in dealing with 
their customers. Many firms have set up their customer service and grievance cells to redress the problems 
and grievances of their consumers.

  2. Business Associations : The associations of trade, consumer and business like Federation of Indian Chambers 
of Commerce of India (FICCI) and Confederation of Indian Industries (CII) have laid down their code of 
conduct which lay down for their members the guidelines in their dealings with the customers.

  3. Consumer Awareness : A consumer who is well informed about his rights and the reliefs available to him 
would be in a position to raise his voice against any unfair trade practices or unscrupulous exploitation. In 
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addition to this, an understanding of his responsibilities would also enable a consumer to safeguard his 
interests. 

  4. Consumer Organisations : Consumer organisations play an important role in educating consumers about 
their rights and providing protection to them. These organisations can force business firms to avoid 
malpractices and exploitation of consumers.

  5. Government : The government can protect the interests of the consumers by enacting various legislations 
which provide protection to consumers. The most important of these regulations is the Consumer Protection 
Act, 1986. The Act provides for a three-tier machinery at the district, state and national levels for redressal of 
consumer grievances. The redressal machinery has been explained hereunder :

  THE CONSUMER PROTECTION ACT, 2019

  The Consumer Protection Act (CPA) seeks to protect and promote the consumers' interest through speedy and 
inexpensive redressal of their grievances.

  Key Features of Consumer Protection Act 2019

  The revised Consumer Protection Act provides for the establishment of central consumer protection authority 
which protect, promote and enforce the right of consumers. It also has the authority to impose penalties on the 
violators of consumer rights. The regulatory moves will be aimed at manufacturers, sellers and service providers. 
It will be headed by the Directorate General. 

  Consumer Dispute Redressal Commission (CDRC) 

  In the new CPA, there is a provision to set up CDRCs at National, State and District level. The CDRCs will oversee 
complaints related to : Overcharging Unfair Trade Practices Sale of hazardous goods and services Sale of defective 
goods and services The Consumer Dispute Redressal Commission at the national level will hear complaints for 
goods valued at more than ̀ 10 crores, the CDRCs at the state level will hear complaints between ̀ 1 crore upto ̀ 10 
crores while the CDRCs at the district level will hear complaints for goods or services valued at less than `1 crore.

  The scope of the Act is very wide. It is applicable to all types of undertakings, big and small, whether a manufacturer 
or a trader and whether supplying goods or providing services.

  The Act confers certain rights to consumers with a view to empowering them and to protect their interests.

  REDRESSAL AGENCIES UNDER THE CONSUMER PROTECTION ACT

  For the redressal of consumer grievances, the Consumer Protection Act provides for setting up of a three-tier 
enforcement machinery at the District, State, and the National levels, known as the District Consumer Dispute 
Redressal Forum and State Consumer Disputes Redressal Commission. They are briefly referred to as the 
'District Forum' and 'State Commission', respectively. While the National Commission is set up by the Central 
Government, the State Commissions and the District Forums are set up in each State and District respectively, by 
the state Government concerned. The Figure on redressal agencies shows the hierarchical structure of this three-
tire machinery.

National Commission

State Commission

District Forum

Redressal Agencies under the Consumer Protection Act

  Before studying the set-up and functioning of these redressal agencies let see who can file a complaint under the 
Consumer Protection Act.

  Definition of consumer: A consumer is defined as a person who buys any good or avails a service for a consideration.  
It does not include a person who obtains a good for resale or a good or service for commercial purpose.  It covers 
transactions through all modes including offline, and online through electronic means, teleshopping, multi-level 
marketing or direct selling.

   Rights of Consumers: Six consumer rights have been defined in the Bill, including the right to: 

  (i) be protected against marketing of goods and services which are hazardous to life and property; 

  (ii) be informed of the quality, quantity, potency, purity, standard and price of goods or services; 

  (iii) be assured of access to a variety of goods or services at competitive prices; and 

  (iv) seek redressal against unfair or restrictive trade practices.
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  Who can file a Complaint ? : A complaint before the appropriate consumer forum can be made by :

  (i) Any consumer;

  (ii) Any registered consumers' association;

  (iii) The Central Government or any State Government;

  (iv) One or more consumer, on behalf of numerous consumers having the same interest; and

  (v) A legal heir or representative of a decreased consumer.

  Let us now see how the consumer grievances are redressed by three-tier machinery under the Consumer 
Protection Act.

  1. District Forum : The District Forum consists of a President and two other members, one of whom should 
be a woman. They all are appointed by the State Government concerned. The District CDRC will entertain 
be made to the complaints where value of the goods or services in question, along with the compensation 
and services does not exceed Rs one crore. On receiving the complaint, the District Forum shall refer the 
complaint to the party against whom the complaint is filed. If required, the goods or a sample there of, shall 
be sent for testing in a laboratory. The District Forum shall pass an order after considering the test report 
from the laboratory and hearing to the party against whom the complaint is filed. In case the aggrieved party 
is not satisfied with the order of the District Forum, he can appeal before the State Commission within 30 
days of the passing of the order.

  2. State Commission : Each State Commission consists of a President and not less than two other members. 
one of whom should be a woman. They are appointed by the State Government. The State CDRC will 
entertain complaints when the value is more than ` one crore. The appeals against the orders of a District 
Forum can also be filled before the State Commission. On receiving the complaint, the State Commission 
shall refer the complaint to the party against whom the complaint is filled. If required the goods or a sample 
thereof, shall be sent for testing in a laboratory. The State Commission shall pass an order after considering 
the test report from the laboratory and hearing to the party against whom the complaint is filled. In case the 
aggrieved party is not satisfied with the order of the State Commission, he can appeal before the National 
Commission within 30 days of the passing of the order.

  3. National Commission : The National Commission consists of a President and at least four other members, 
one of whom should be a woman. They are appointed by the Central Government. Complaints with value 
of goods and services over `10 crore will be entertained by the National CDRC The appeals against the 
orders of a state commission can also be filed before the National Commission. On receiving the complaint, 
the National Commission shall refer the complaint to the party against whom the complaint is filed. If 
required, the goods or a sample thereof shall be sent for testing in a laboratory. The National Commission 
shall pass on order after considering the test report from the laboratory and hearing to the party against 
whom the complain is filed.

   An order passed by the National Commission in a matter of its original jurisdiction is appealable before 
the Supreme Court. This means that only those appeals where the value of goods and services in question, 
along with the compensation claimed, exceeded ` 10 crores and where the aggrieved party was not satisfied 
with te order of the National Commission, can be taken to the Supreme Court of India. Moreover, in a case 
decided by the District Forum, the appeal can be filed before the State Commission and thereafter, the order 
of the State Commission can be challenged before the National Commission and no further.

 l ROLE OF CONSUMER ORGANISATIONS AND NGOs

  In India, several consumer organisations and non-governmental organisations (NGOs) have been set up for the 
protection and promotion of consumer interests. Non-governmental organisations are non-profit organisations 
which aim at promoting the welfare of people. They have a constitution of their own and are free from government 
interference. Consumer organisations and NGOs perform several functions for the protection and promotion of 
interest of consumer. These include :

  (i) Educating the general public about consumer rights by organising training programmes, seminars and 
workshops.

  (ii) Publishing periodicals and other publications to impart knowledge about consumer problems legal reporting, 
reliefs available and other matters of interest.

  (iii) Carrying out comparative testing of consumer products in accredited laboratories to test resits qualities of 
competing because and publishing the test results for the benefit of consumers.

  (iv) Encouraging consumers to strongly protests and take an action against unscrupulous, exploitative and 
unfair trade practices of sellers.

  (v) Providing legal assistance to consumer by way of providing aid, legal advice, etc. in seeking legal remedy.
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  (vi) Filing complaints in appropriate consumer courts on behalf of the consumers.

  (vii) Taking an initiative in filing cases in consumer courts in the interest of general public, not for any individual.

  Some of the important consumer organisations and NGOs engaged in protecting and promoting consumers 
interests include the following :

  (i) Consumer Coordination Council, Delhi

  (ii) Common Cause, Delhi

  (iii) Voluntary Organisation in Interest of Consumer Education (VOICE), Delhi 

  (iv) Consumer Education and Research Centre (CERC), Ahmedabad

  (v) Consumer Protection Council (CPC), Ahmedabad

  (vi) Consumer Guidance Society of India (CGSI), Mumbai

  (vii) Mumbai Grahak Panchayat, Mumbai 

  (viii) Karnataka Consumer Service

  (ix) Consumers' Association, Kolkata

  (x) Consumer Unity and Trust Society (CUTS), Jaipur

  l The Contract Act, 1982 : The Act lays down the conditions in which the promises made by parties to a 
contract will be binding on each other. The Act also specifies the remedies available to parties in case of 
breach of contract.

  l The Sale of Goods Act, 1930 : The Act provides some safeguards and reliefs to the buyers of the goods in case 
the goods purchased do not comply with express of implied conditions or warranties.

  l The Essential Commodities Act, 1955 : The Act aims at controlling production, supply and distribution of 
essential commodities, checking inflationary trend in their prices and ensuring equal distribution of essential 
commodities. The Act also provides for action against anti-social activities of profiteers, treaders and black-
marketers.

Know the Terms
 l Consumer Protection Act, 2019: The Consumer Protection Act was passed to promote and protect the right of 

customer.

 l Right to safety : It is the right to be protected against the marketing of goods which are hazardous to life and 
property.

 l Consumer : A person who buys any goods for a consideration which has been paid or partly paid.






