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 Section-A  (16 Marks)

 Q.1. (i)  At Support .com, there is no reward or appreciation for a good suggestion. Thus, the subordinates do 
not want to offer any useful suggestions to their superiors. Which type of barrier to communication 
has been created in the firm?
(a) Semantic barrier
(b) Personal barrier
(c) Organisational barrier
(d) Psychological barrier [1]

(ii) Capital structure shows: 
(a) debtor-creditor ratio.  
(b) fixed assets-current assets ratio.   
(c) debt-equity ratio. 
(d) interest coverage ratio. [1]

(iii) Which one of the following is NOT counted as a Current Asset?
(a) Inventory
(b) Cash
(c) Account receivable
(d) Equipment [1]

(iv) A trader wants to transfer funds electronically through NEFT, but he does not have a bank account. What is the 
maximum amount that he can transfer? 
(a) 65,000   (b) 50,000.
(c) 49,000   (d) 45,000 [1]

(v) Esprit de corps means   . [1]
(a) buyer beware 
(b) product is our strength 
(c) service is our motto 
(d) union is strength  [1]

(vi) Select and write the odd one out of the following:  
(a) Different elements of business environment are closely interrelated. 
(b) Business environment is rigid in nature. 
(c) Business environment is difficult to predict. 
(d) Social and cultural forces exercise significant influence on business. 
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 (vii) State whether the following statements are True or False.  

(a) The minimum amount of funds that can be transferred through RTGS is ` 2,00,000. 

(b) Micro environment refers to an environment which is in direct contact with a specific business 
organisation. 

(c) Warranty is not a part of place and promotion elements of marketing mix. 
(d) Packaging is an innovative function.  [4]

 (viii) function of management is related to placing the right person in the right job.  [1]
 (ix)    is the hidden force that links all the functions of management.    [1]
 (x) When the photostat machines were introduced in the market, the carbon paper industry was adversely affected. 

Which component of macro environment is responsible for it?  [1]
 (xi) Sushant went to a shop to buy detergent. The shopkeeper forced him to buy a particular brand of detergent 

out of the various available brands, irrespective of the willingness of Sushant. Which right of Sushant, as a 
consumer, has been violated?   [1]

 (xii) Business environment differs from country to country and region to region. Which feature of business 
environment is being referred to here?  [1]

 (xiii) Assertion : Advertising costs are extracted from the consumers in the form of higher prices.  [1]
  Reason : Advertising helps in increasing sales and thereby in reducing cost. 

(a) Both  Assertion  and  Reason  are  true,  and  Reason  is  the  correct explanation of Assertion. 
(b) Both Assertion and Reason are true, but Reason is not the correct explanation of Assertion. 
(c) Assertion is true but Reason is False. 
(d) Assertion is False but Reason is true.

  Section-B  (32 Marks)

 Q. 2. (i) Sometimes effective plans fail to achieve the desired result. In the light of this statement, explain any four 
limitations of planning.

OR

 (ii) Organization is an important tool to achieve objectives of the enterprise. In the light of this statement, explain 
any four points on the importance of organization.  [4]

 Q. 3. The management of Raj Ltd. has asked their finance manager to design the capital structure for the organization. 
Explain any four factors that the finance manager will consider while planning the capital structure.

 Q. 4. Explain trade credit and factoring as sources of finance for a business enterprise.
OR

  Give any two advantages and any two disadvantages of public deposits. [4]

 Q. 5. Why is management considered an art?  [4]

 Q. 6. Explain the need for principles of management.  [4]

 Q. 7. Explain any four functions of a supervisor.  [4]

 Q. 8. Manu bought an electric iron of a reputed brand for ` 500, but it caused an electric shock while in use. Manu 
wants to exercise his right as an aggrieved consumer.

  Identify and explain the Right under which he can protect himself. Explain any two remedies available to him as 
an aggrieved consumer.

 Q. 9. (i) Branding adds to the cost of the product, yet it has several benefits. State any four advantages of branding. 
 [4]

 (ii) A number of factors affect the fixation of the price of a product. Explain any four such factors.

  Section-C  (32 Marks)
 Q.10. (i) Explain any five features of business environment.  [5]
 (ii) What is meant by social environment? Explain any two components of social environment.  [3]
 Q.11. (i) What are debentures? Explain any four advantages of raising funds through the issue of debentures.  [5]
 (ii) State any three features of a credit card.  [3]

OR
 (i) State any five differences between shares and debentures.  [5]
 (ii) Explain any three advantages of raising finance through financial institutions.  [3]
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 Q.12. (i) State any three differences between the principles of Taylor and Fayol?  [5]
 (ii) Organizing involves a series of steps that need to be taken to achieve the desired goals. Explain these 

steps.  [3]
 Q.13. Read the case given below and answer the questions that follow.  
  After pursuing a course in gemology from Australia, Raj started a workshop in Surat to support his father’s 

jewellery business in Delhi. He was used to speaking in English, but the local skilled workers could understand 
only Hindi and Gujarat. As a result, Raj started facing problems in the work due to miscommunications between 
him and the workers. He was not able to get the jewellery designs made in the desired manner.  

 (i) Define the term communication.  [2]
 (ii) Identify the type of communication barrier between Raj and his workers.  [1]
 (iii) Suggest any three measures by which Raj can  make his communication effective.  [3]
 (iv) With reference to planning as a function of management, explain the term programme as a type of a plan. 

 [2]
nn
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Answers

 Section-A
 1. (i) (c) 

Explanation: Organisational Barrier occurs when 
there is a complexity in the organisation. In this 
case the suggestions given are not rewarded 
making the subordinates feel reluctant to give 
suggestions to the superiors, making it clear that 
there is some flaw in the organisation’s structure.

(ii) (c) Explanation: The capital structure 
refers to the shares and debts used for 
the company’s assets and operations, 
thus it shows the debt-equity ratio of 
the firm. 

(iii) (d) 
Explanation: The Equipment is a Fixed Asset as 
it cannot be converted to cash in a short period 
of time.

(iv) (b) 
Explanation: In case one does not have a bank 
account, the maximum amount that can be 
transferred through NEFT system is ` 50,000. 

(v) (d)

 Explanation: Esprit de corps, a French expression 
translated as “group spirit,” is a concept found in 
administrative management theory developed 
by Henri Fayol (1841-1925). Esprit de corps is a 
sense of group cohesion within an organization 
and between employees.

(vi) (b) 

 Explanation: Business environment is 
highly flexible and keep changing. It is not 
static or rigid that is why it is essential to 
monitor and scan the business environment 
continuously. 

(vii) (a) True
 (b) True
 (c) True
 (d) True

(viii) Staffing

(ix) Coordinating

(x) Technological Environment.

(xi) Right to Choose.

(xii) Relativity
(xiii) (b) 

Explanation: Advertising cost is extracted from 
the customers making it higher as it forms the 
part of the distribution expenses.

 Section-B
 2. (i) The limitations of planning are as follows: 

•	 Planning leads to rigidity: Once plans are 
made to decide the future course of action the 
management may not be in a position to change 
them. 

•	 Planning reduces creativity: Planning is done 
by the top management. Middle and lower 
management are neither allowed to deviate from 
plan nor are they permitted to act on their own. 
They only carry out orders. 

•	 Planning may not work in dynamic environment: 
Business environment is very dynamic as 
there are continuous changes taking place in 
economic, political and legal environment. It is 
very difficult to forecast these future changes. 

•	 Planning does not guarantee success: Previous 
successful plans may not work again in the 
future. It is not a solution to all the problems.

OR
(ii) In order to perform tasks and meet goals 

successfully, a business enterprise must perform 
organizing function properly. The following 
points highlight the crucial role that organising 
plays in any business enterprise: 

•	 Benefits of specialization: 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 specialization. 

•	 Effective administration: Organizing 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. 

•	 Expansion and growth: Organizing helps in the 
expansion and growth of an enterprise. It allows 
a business enterprise to add more job positions, 
departments and even diversity in its product 
lines. This helps to increase customer base, sales 
and profit. 

•	 Clarity in working relationships: The 
establishment of working relationships under 
'organizing' 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. 

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

 3. Various factors influencing capital structure are:
 (i) Position of cash flow: Size of projected cash flow 

must be considered before issuing debt. Cash 
flow must not only cover fixed cash payment 
obligations but there must be sufficient cash for 
smooth working of the business.

 (ii) Return on Investment (RoI): It refers to the 
earning expected from the investment. If RoI of a 
company is high, it can opt for trading on equity 
to increase the earning per share. Thus, it is an 
important determinant of the extent of trading 
on equity.

 (iii) Cost of capital: It may be defined as the 
payment made by company to obtain capital. 
Thus, interest is the cost of debentures or loan 
and dividend paid by the company is the cost of 
equity and preference share capital. The rate of 
dividend on preference shares is fixed which is 
generally lower than that of equity shares. The 
cost of debentures is generally lower and tax 
deductible.

 (iv) Flotation cost: Raising funds through debt or 
equity involves same cost. Loan from bank may 
not cost too much. Thus, the flotation costs may 
also affect choice of capital structure.

 4. Trade credit: Trade credit is the credit extended by 
one trader to another for the purchase of goods 
and services. Trade credit facilitates the purchase of 
supplies without immediate payment. Such credit 
appears in the records of the buyer of goods as 
‘sundry creditors’ or ‘accounts payable’. Trade credit 
is commonly used by business organizations as a 
source of short-term financing.

  Factoring: The finance companies or factors provide 
finance to business organizations through the 
purchase of accounts receivables. The debtors of 
the firm make payments to the finance company. 
The business organisation is relieved of the cost 
and effort of collecting debts and bad debts. 
                                      [ISC Marking Scheme, 2014]

OR

  The merits of public deposits are: 
•	 The procedure of obtaining deposits is simple 

and does not contain restrictive conditions as are 
generally there in a loan agreement. 

•	 Cost of public deposits is generally lower than 
the cost of borrowings from banks and financial 
institutions. 

•	 Public deposits do not usually create any charge 
on the assets of the company. The assets can 
be used as security for raising loans from other 
sources. 

•	 As the depositors do not have voting rights, the 
control of the company is not diluted. [Any 2]

  The major limitations of public deposits are as 
follows: 

•	 New companies generally find it difficult to raise 
funds through public deposits. 

•	 It is an unreliable source of finance as the public 
may not respond when the company needs 
money. 

•	 Collection of public deposits may prove difficult, 
particularly when the size of deposits required 
is large. 

•	 This method is not reliable because it is difficult to 
predict whether the company can procure such 
deposits to the desired level. The depositors may 
not respond favour ably when the conditions of 
the company are not satisfactory. 

•	 The interest of the depositors is not fully 
protected. These depositors are unsecured and 
no charge is created over the assets of company. 
In the event of failure of the company, the 
depositors have no assurance of getting their 
money back. 

•	 Such deposits also create unhealthy trends in 
the capital market. There are numerous rates 
of interest offered by different companies. This 
is detrimental to the development of the capital 
market. 

•	 People who are the in charge of concern with 
the help of surplus deposits begin to indulge 
in speculative business. They tempt the 
management to indulge in overtrading which 
may endanger the savings of the investors. 

•	 When companies utilise the deposits to finance 
their capital expenditure, the money is blocked 
up and it becomes very difficult for the company 
to repay it for a long period.  [Any 2]

 5. Management is considered as an art due to 
following reasons: 
•	 Personal Skill: Management is an art as in it, one 

has to use his personal skills and knowledge in 
solving many complicated problems to achieve 
the objectives of the enterprise. It is an art of 
dealing with people to accomplish desired 
results. It is personalized like most arts in the 
sense that every manager has his own method of 
doing the things. Hence, there are differences in 
the performance of different managers in spite 
of their possessing equal technical qualifications. 

•	 Practical Knowledge: Just as a person cannot 
be called a musician even if he knows the 
technicalities of music unless he plays musical 
instruments, similarly, person cannot be called a 
manager even if he learns by heart the principles 
of management, unless, he can apply these 
principles in practice while taking managerial 
decisions. Management does not merely mean 
the knowledge but practice which makes it 
effective and useful. 

•	 Result-oriented approach: Management aims 
at achieving maximum productivity at lowest 
costs. It is concerned with accomplishment of 
objectives. In this sense it is a result-oriented 
approach. It has to ensure that, projects are 
completed in time, targets of production and 
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sales are achieved, a fair return on capital 
investment is secured and so on.

•	 Regular Practice: One cannot be a good manager 
unless he regularly practice this art of decision-
making and leadership. As an artist, the manager 
always tries to attain higher goals in order to 
reach the stage of absolute perfection. This 
efficiency and effectiveness is attained through 
regular practice. An experienced manager 
moulds the enterprise according to the situations 
and also alters the environment itself. 

•	 Creativity: Management is one of the most 
creative art as it is concerned with getting 
work done through others by motivating them 
to work and by coordinating their activities.  
 [Any 4]

 6. The need and significance of management principles 
arises because of the following reasons: 
•	 Providing Useful Insights into Reality: The 

knowledge of management principles makes it 
easy to analyses the manager's job and define the 
scope of his duties. The nature of management 
can be clearly highlighted by properly 
understanding the principles. It is through 
the application of management principles that 
a manager can deal with complex business 
problems. 

•	 Optimum utilisation of resources: The 
management principles insists on planned 
activities and systematic organization of men 
and materials in the organization. Principles 
are designed to get maximum benefits from the 
human efforts and other resources. 

•	 Meeting Environmental Challenges: Every 
business operates in a dynamic environment. 
Changes in economic, social, political, 
technological and legal environment creates 
challenges for the business. The managers can 
apply the management principles suitably to 
deal with different kinds of situations. They 
need to be flexible and careful in dealing with 
various environmental challenges. 

•	 Fulfilling Social Responsibility: Management 
itself is a part of society and it takes inputs from 
the society and supplies output to the society. If 
the management is efficient, the resources of the 
society will be better utilized. Better products at 
lower prices will be made available to the society. 
This will improve the quality of life of the people. 
Management principles have an important role 
in developing efficient managers who will work 
for social objectives. 

•	 Better Administration: Proper understanding 
of the principles of management helps the 
managers in formulation of effective plans and 
policies.  [Any 4]

 7. The functions of a supervisor are:
•	 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. 

•	 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. 

•	 Guiding subordinates: It is the primary 
function of a supervisor to guide and advise his 
subordinates. 

•	 Motivating workers: The supervisor motivates 
his subordinates by providing proper financial 
and non-financial incentives such as appreciation 
and recognition of work done. 

•	 maintaining discipline: The supervisor 
enforces the rules and regulations among his 
subordinates. He ensures that workers follow 
the prescribed rules and work procedures while 
doing their jobs. 

•	 Handling grievances: The supervisor handles all 
the work grievances of subordinates and takes 
all possible steps to remove them. 

•	 Monitoring performance: The supervisor 
monitors the performance of subordinates. He 
keeps track of the actual performance to ensure 
quantity and quality of work. 

•	 Ensuring safety: The supervisor ensures that 
workers use safety devices. He also makes 
arrangements to detect and remove all types of 
hazards and minimise industrial accidents. 

•	 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. 

•	 Serving as a linking pin: The supervisor acts 
as a link between management and workers. 
On the one hand, he communicates the policies 
and decisions of management to workers. On 
the other hand, he conveys the suggestions, 
grievances and complaints of workers to 
management.  (Any four)

 8. Manu can protect himself under the Right to safety. 
The consumer has right to be protected against 
goods and services which are harmful. For instance, 
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.

  The remedies available to him are:
•	 He can go to the seller and ask him/her to either 

replace the product or remove the defect from 
the product. In order to do that he needs to take 
his receipt of purchase.

•	 He can move to the district forum and then file 
a case against the brand as the good’s worth is 
below ̀  20 lakh. If his case is not solved within 30 
days, he can move to the state forum.

 9. (i) The advantages of Branding are:
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•	 Helps in Product Identification : If a customer 

is satisfied with a particular brand of a product, 
he/ she need not make a close inspection every 
time. Thus, branding greatly repeats purchase of 
the products. 

•	 Ensures Quality : Branding ensures a particular 
level of quality of the product. Thus, whenever 
there is any deviation in the quality of the product, 
the customer can recourse to the manufacturer 
or marketer. This builds up confidence of the 
customer and helps in increasing his/her level of 
satisfaction. 

•	 Status Symbol : Some brands become status 
symbol because of their quality. The consumers 
of those brands of product feel proud of using 
them and adds to the level of satisfaction of the 
customers.

•	 Facilitates advertising and sales promotion: 
Brand helps in advertising and building 
consumer loyalty. This is a way of building up 
consumer preference for the product. 

•	 Capitalizes on brand exposure: It helps 
companies introduce their products into new 
markets. Thus, the companies can tap new 
markets and increase revenue.  [Any 4]

OR

  (ii) The factors affecting Pricing strategy are:
•	 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. 

•	 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. 

•	 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. 

•	 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.

 Section-C
 10. (i) The features of Business Environment are:

•	 All the external forces: Business Environment 
includes all the forces, institutions and factors 
which directly or indirectly affect the Business 
Organizations.

•	 Specific and general forces: Business 
environment includes specific forces such as 
investors, customers, competitors and suppliers. 
Non-human or general forces are Social, Legal, 
Technological, Political, etc. which affect the 
Business indirectly.

•	 Inter-relation: All the forces and factors of 
Business Environment are inter-related to each 
other. For example with inclination of youth 
towards western culture, the demand for fast 
food is increasing.

•	 Uncertainty: It is very difficult to predict 
the changes of Business Environment. As 
environment is changing very fast for example 
in IT, fashion industry frequent and fast changes 
are taking place.

•	 Dynamic: Business environment is highly 
flexible and keep changing. It is not static or rigid 
that is why it is essential to monitor and scan the 
business environment continuously.

•	 Complex: It is very difficult to understand 
the impact of Business environment on the 
companies. Although it is easy to scan the 
environment but it is very difficult to know how 
these changes will influence Business decisions. 
Some-time change may be minor but it might 
have large impact. For example, a change in 
government policy to increase the tax rate by 
5% may affect the income of company by large 
amount.

•	 Relativity: The impact of Business environment 
may differ from company to company or country 
to country. For example, when consumer 
organization CES published the report of finding 
pesticides in cold drinks, resulted in decrease in 
sale of cold drinks, on the other hand it increased 
the sale of juice and other drinks.

•	 Universality: The concept of business 
environment is universally applicable to all types 
of business irrespective of their size, location or 
type. The conditions may vary but the basic 
concept remains the same. [Any 5]

 (ii) Social Environment consists of the customs and 
traditions of the society in which business is 
existing. It includes the standards of living, taste, 
preferences and education level of the people 
living in the society where business exists. The 
business man can not overlook the components 
of social environment as these components play 
very important role in the business. 

  Components of social environment:
•	 Culture and Traditions: Traditions mean the 

social practices that have passed down from 
one generation to another. The festivals prove 
to be a profitable period for electronics, sweets, 
greeting cards and restaurant businesses. The 
business should plan it’s strategies according to 
the traditions and social practices of a country.

•	 Social Trends: Social trends in a society are 
proportional to the demand for the product.

•	 Values: Values can be called as the standard 
society keeps about itself. Such as freedom, social 
justice and equal opportunities.

 11. (i) The companies can raise long-term funds by 
issuing debentures that carry assured rate of 
return for investors in the form of a fixed rate of 
interest. It is known as debt capital or borrowed 
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capital of the company. The debenture is a 
written acknowledgement of money borrowed. 
It specifies the terms and conditions, such as rate 
of interest, time of repayment, security offered, 
etc. These are offered to the public to subscribe in 
the same manner as is done in the case of shares.

  Merits of Debentures:
•	 Debentures are secured loans. On winding up of 

the company, they are repayable before making 
any payment to the equity and preference 
shareholders.

•	 The debenture-holders get assured return 
irrespective of profit.

•	 Issue of debentures enables the company to 
provide high return to equity shareholders 
when the earnings of the company are good. 
This is called Trading on Equity.

•	 Debenture-holders have no right either to vote 
or take part in the management of the company. 
So by issuing debentures, the company raises 
additional capital without diluting the control 
over its management.

•	 Interest paid on debentures is treated as an 
expense and is charged to the profits of the 
company. The company thus, saves income tax. 
 [Any 4]

 (ii) The features of a Credit Card: 
•	 The Credit Card does not require the user to 

deposit advance money with the issuer of the 
Card. However, the user may be asked to open 
an account. 

•	 The card contains personal details / name / 
address / validity / date of the card holder. 

•	 The card contains the Name and address of the 
bank. 

•	 Credit card allows credit facility to the cardholder. 
•	 The cardholder has to make payment after using 

the card. 
•	 The cardholder pays some charges for the credit 

card. 
•	 Some incentives / gifts may be available to the 

cardholder. 
•	 A credit card has a cash withdrawal limit along 

with credit limit. 
•	 Add on card facility, free of cost for family 

members of the card holder. 
•	 Annual fee, depending upon the variant of 

Credit Card may be levied on the card 
•	 Additional charges on delayed payment is 

charged on the card.

OR
 (i) The difference between debentures and shares are:

Sl. 
No.

Basis of 
Difference

Shares Debentures

(i) Capital v/s 
Loan 

A share is a part of capital of the company, 
therefore shareholders are the owners of the 
company.

A debenture is a part of loan and 
debenture holders are the creditors of the 
company.

(ii) Dividend V/s 
interest

A shareholder gets dividend from the 
company.

A debenture holder gets interest from the 
company.

(iii) Profit Dividend is paid only when there are profits. If the rate of interest is fixed than it must 
be paid irrespective of profit/loss.

(iv) Unsecure or 
secure 

A share is always unsecured hence they bear 
more risk.

Debentures are secured on the assets of 
the company hence, they bear no risk.

(v) Voting rights Shareholders have voting rights in the 
company.

A debenture holder do not have any 
voting right in the company.

(vi) Payment Payment of share capital is made after the 
repayment of debentures.

Payment of debenture is made before the 
repayment of share capital.

[Any 5]

 (ii) The advantages of raising funds from financial 
institutions 

 (i) Financial institutions provide long-
term finance, which are not provided by 
commercial banks; 

 (ii) Besides providing funds, many of these 
institutions provide financial, managerial 
and technical advice and consultancy to 
business firms;

 (iii) Obtaining loan from financial institutions 
increases the goodwill of the borrowing 

company in the capital market. 
Consequently, such a company can raise 
funds easily from other sources as well;

 (iv) As repayment of loan can be made in easy 
installments, it does not prove to be much 
of a burden on the business;

 (v) The funds are made available even during 
periods of depression, when other sources 
of finance are not available.  

(Any three points)
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 12. (i) The difference between Henry Fayol’s Principle of management and Taylor’s principle of Management are:

Sr.No. Basis F.W. Taylor Henry Fayol

1. Meaning / Focus F.W. Taylor, is a father of scientific 
management who introduced four 
principles of management, for increasing 
overall productivity

Henry Fayol is a father of modern 
management who laid down 14 
principles of management, for 
improving overall  administration /
efficiency.

2. Concept Scientific management General theory of administration.

3. Emphasis/
Perspective

Low level management Top level management

4. Applicability Applies to specialised organisations only Universally applicable

5. Basis of formation Observation and experimentation. Personal experience

6. Orientation Production and engineering Managerial functions

7. System of wage 
payment

Differential payment system. Sharing of profit with managers

8. Approach Engineer’s approach Manager’s approach

9. Personality Scientist / Father of scientific management Practitioner / Father of modern 
management

[Any 3] 

 (ii) The steps in the process of organising are:
•	 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 so that duplication of 
efforts and resources can be avoided.

•	 Departmentalization: The second step in 
organising is grouping similar/related jobs into 
larger units called departments or divisions. 
Their grouping is called Departmentalization.

•	 Assignment of Duties: Once department have 
been formed. It is necessary to allocate work/
job to the members of each department in 
accordance with their skills and competencies. In 
other words, the work must be assigned to those 
who are best fitted to perform it.

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

 13. (i) Communication can be defined as transmission 
or exchange of ideas, views, message, information 
between two or more persons by different 
means. It helps in coordination of activities in the 
organisation.

 (ii) Semantic Barrier communication between Raj 
and his worker.

 (iii) The ways in which Raj can make his 
communication effective are:

•	 Well Drafted Message: The message to be 
transmitted must be clear and concise. it is very 
essential to know the audience for whom the 
message is meant. 

•	 Two way communication: The communicator 
and the listener, both should participate in the 
process of communication. It should be a two-
way traffic involving both telling and listening. 

Sharing of information helps to improve 
understanding. 

•	 Sound organisation Structure: The chain of 
command should be short as to speed up the flow 
of information. The authority and responsibility 
of every position should be made clear. 

•	 Consistency: Communication should be 
consistent with the goals and policies of the 
organisation. There should be no contradiction 
between words and actions. 

•	 Empathetic listening: One should be a good 
listener to communicate effectively. Superiors 
should develop the habit of patient listening. 
This will encourage free flow of information 
from the subordinates. Control over emotions is 
necessary. 

•	 Motivation: The message should be so designed 
as to motivate the receiver to take the desired 
action. A sense of mutual trust and confidence 
should be developed to promote free flow of 
information. 

•	 Feedback: Communication is complete when 
the response or reaction of the receiver becomes 
known to the sender. Therefore, The receiver 
should be encouraged to express his reactions. 

•	 Open door policy: Managers should keep 
their doors open to encourage employees to 
communicate. 

•	 Gestures and tone: Words in the message must 
be reinforced through appropriate gestures or 
facial expressions. (Any three)

 (iv) A programme is a comprehensive plan designed 
to implement the policies and accomplish the 
objectives. It is a concrete or well defined scheme 
designed to accomplish a specific objective. It 
also indicates who should do what and how. 
Programmes may be of two types – major and 
minor. A sound programme should be stable 
enough to meet internal demand and to in 
still confidence. At the same time. It should be 
flexible enough to take care of external changes.  
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