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         ON TIPS 
                  NOTES
Note making is a skill that we use in many walks of life: at school, university and in the world of 
work. However, accurate note making requires a thorough understanding of the concepts. We, at 
Oswaal, have tried to encapsulate all the chapters from the given syllabus into the following ON 
TIPS NOTES. These notes will not only facilitate better understanding of concepts, but will also 
ensure that  each and every concept is taken up and every chapter is covered in totality. So, go ahead 
and use these to your advantage… go get the OSWAAL ADVANTAGE!!

CHAPTER 1 : Business Environment

  Business environment can be defined as “the forces factors, and institutions with which the 
businessman has to deal with to achieve its objectives.”

  Features : The main features of business environment are :
  l All the external forces  l Specific and general forces
  l Inter-relation   l Dynamic
  l Relativity  l Uncertainty 
  Importance of business environment : The understanding and awareness of business environment 

is must due to following points:
  l It enables the firm to identify opportunities and get first mover advantage.
  l It helps the firm to identify the threat and early warning signals.
  l It helps to adjust and adapt with rapid changes.
  l It helps in increasing company's image.
  l It helps in formulation of policies and procedures.
  l It increases the efficiency and performance of the enterprise.
  Dimensions of Business Environment :
  (i) Micro Environment (ii) Macro Environment
  Micro Environment : Micro Environment refers to those internal and external factors which exercise 

a direct influence on the working and performance of an individual business organisation. It has 
two broad categories as follows:

  Internal factors : It refers to all those factors which exist within a business firm. These factors are 
controllable because the firm has control over these factors. The main internal factors which influence 
business organisations are as follows:

  l Top management structure  l Corporate culture
  l Mission and objectives  l Human and other resources
  External factors : The external factors refers to those individuals and groups or agencies with which 

business organisation is constantly interacting.
  Micro Environment consists of the following external elements :
  l Customers : Including individuals, households, government departments, etc.
  l Competitors : A company may have both direct and indirect competitors.
  l Suppliers : Suppliers refer to those people and group who supply raw materials.
  l Middlemen : Middlemen like agents, wholesalers, and retailers serve as a link between the 

company and its customers.
  l Financers : The shareholders, financial institutions, debenture holders and banks provide finance 

to the company. Financial capacity policies and attitude of financers are important factors for the 
company.
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  Macro Environment : Macro Environment is the general environment or remote environment which 
may affect all business enterprises. Macro Environment is also known as indirect action environment. 
Forces in the macro environment are uncontrollable and non-measurable. Success of an enterprise 
depends on its ability to adapt to the macro environment. Macro environment consists of the 
following components:

  l Economic Environment  l Social Environment
  l Political Environment  l Legal Environment
  l Technological Environment
  Legal Environment : Legal environment constitutes the laws and various legislations passed in the 

parliament which has affected the business institutions. Trade Mark Act, Essential Commodity Act, 
Weights and Measures Act, etc. are common laws.

  Technological Environment : Technological environment refers to the state of technology in the area 
of manufacturing, mining, constructions, transportation, etc. The businessman must closely monitor 
the technological changes taking place in the competitive markets. Technological changes always 
bring quality improvement and more benefit for customers.

  SWOT is acronym for strengths, weaknesses, opportunities and threats. It is formed for analszing 
and formulating an effective strategy that can capitalize on the opportunities and neutralize the 
threats faced by an organization. SWOT analysis is a systematic and logical approach to understand 
the environment of a business organization.

  Strength (S) : Strength is an inherent capability of the company which it can use to gain strategic 
advantages over its competitors.

  Weakness (W) : Weakness is an inherent limitation of the company which creates strategic disadvantages 
for it. The firm may face problems due to poor management and ineffective polices, etc.

  Opportunity (O) : An opportunity is a favourable condition in the company's external environment 
which enables it to strengthen its position. Economic liberalization and globalization offers 
opportunities to companies which want to enter banking, insurance and telecommunication sectors.

  Threat (T) : Threat is an unfavourable condition in the company's external environment which 
causes a damage or risk to its position. A competition from multinational corporations is a threat 
for Indian firms.

CHAPTER 2 : Finance and Capital

  Business Finance : Business finance refers to the money employed in the business. It is the 
arrangement of cash and credit in the business firm at all times. Business finance may be defined 
as planning, raising, managing and controlling all the money and capital funds of any kind used 
in connection with business.

  Importance of finance for business
  Finance is the lifeblood of business. No business firm can carry on its operations smoothly and 

successfully without the finance. Importance of finance for business is as follows:
  (i) In business, finance is required for:
   l	Establishing an enterprise
   l	Purchase of fixed assets and current assets
   l	Expansion, growth and modernization of business.
  (ii) The firm can meet its liabilities in time.
  (iii) The firm can take advantages of business opportunities.
  (iv) The firm can carry on its business smoothly and without any interruptions.
  (v) The firm can face recession, trade cycles and other crisis more easily and confidently.
  Sources of finance for different types of business firms
  Capital requirements differ according to the nature and size of the business. Requirement of capital 

for different types of business firms are as follows:



OSWAAL ISC Combined Sample Question Papers for Semester-1, COMMERCE, Class - XII10

  Sources of finance for sole proprietorship firm:
  (i) Owned capital and retained earnings
  (ii) Loans from friends and relatives
  (iii) Loans from banks and financial institutions
  (iv) Long term loans from state financial corporations
  (v) Short term finance from commercial banks
  Sources of finance for partnership
  (i) Owned capital contributed by partners in agreed ratio
  (ii) Retained profits
  (iii) Loan from commercial banks and financial institutions
  (iv) Short term loans from suppliers of raw materials and finished goods
  Sources of finance for joint stock company
  (i) Issue of shares
  (ii) Retained earnings
  (iii) Issue of debentures and bonds
  (iv) Long term loans from financial institutions
  (v) Short term loans from commercial banks
  Financial Planning : Financial Planning is the process of determining the objectives, polices and 

procedures, programmes and budgets to deal with the financial activities of an enterprise. Financial 
planning involves both short term and long term planning. The steps in financial planning are as 
follows :

  (i) Determination of financial objectives
  (ii) Estimation of capital requirements
  (iii) Determination of kinds of securities to be issued
  (iv) Formulation of financial policies, procedures and budgets
  Importance of Financial Planning : 
  (i) It facilitates collection of optimum funds
  (ii) Preparation for future challenges
  (iii) Helps in operational activities
  (iv) It helps in fixing the capital structure
  (v) Helps in coordination
  (vi) Linking present and future
  (vii) Financial control
  Capital Structure : Capital Structure means the proportion of debt and equity used for financing 

the operations of business.

  
Capital Structure =

 

Debt
Equity

  In other words, it represents the proportion of debt capital and equity capital in total capital of 
the firm.

  Meaning of Fixed Capital : Fixed capital refers to the funds required for acquisition of fixed assets 
that are to be used repeatedly over a long period of time. Fixed assets are those assets which are 
required for permanent use by the company and are not meant for resale.

  Factors affecting Fixed Capital :
  (i) Nature of the business (ii) Size of the business
  (iii) Type of technique (iv) Growth prospects
  (v) Diversification (vi) Level of collaboration
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  Working Capital : Working Capital is that portion of capital which is required for holding current 
assets like stock of materials and finished goods, bills receivable and cash for meeting current 
expenses like salaries, wages, rent, etc. Working capital is also known as “Circulating capital or 
Revolving capital” because it keeps on circulating or revolving in business.

  (i) Permanent working capital : It refers to the minimum amount of working capital which is 
required to operate the minimum level of business activity. It is permanently locked up in 
current assets.

  (ii) Temporary working capital : It is that working capital which is required in addition to the 
permanent working capital. It is required to meet seasonal and special needs of the business.

  Factors affecting working capital
  (i) Nature of business (ii) Scale of operations
  (iii) Business cycle fluctuation (iv) Technique of production
  (v) Growth prospects (vi) Inflation

CHAPTER 3 : Source of Finance for a Joint Stock Company

  Types : A joint stock company requires two types of finance:
  (i) Long term finance (ii) Short term finance. 
  Sources of Long Term Finance :
  (i) Equity shares (ii) Preference shares
  (iii) Retained earnings (iv) Debentures
  (v) Loans from commercial banks (vi) Loans from financial institutions.
  Equity shares : Equity shares are the shares of joint stock companies issued to the public as the main 

source of long term finance. It is the Owner's capital therefore it is also known as owner's equity.
  Features of equity shares : 
  (i) Owner's Capital : Equity shareholders are the actual owners of the Joint Stock Company and 

they bear the primary risk. Equity shares are issued before other sources of finance.
  (ii) Voting right : Equity shareholders are the actual owners of the company so they have voting 

rights.
  (iii) Participation in management : They have full right to participate in the management of the 

company.
  (iv) Permanent Capital : Equity capital is permanent in nature because it is repaid in the last in 

the event of winding up of the company.
  Preference Shares : Preference shares are those which carry the following two rights:
  (i) They have a right to receive dividend at a fixed rate before any dividend is paid on the equity 

shares.
  (ii) When the company is wound up, they have a right on the return of capital before that of 

equity shares.
  Features of preference shares :
  (i) Rate of dividend (ii) Payment of capital
  (iii) Arrears of dividend
  Bonus Shares/Bonus Issue : When a company has large amount of undistributed profits, they issue 

fully paid up shares to their existing shareholders, free of charge. This is known as Bonus shares. 
Issue of bonus shares is also known as bonus issue or capitalization of profits of the company. A 
company must follow certain conditions before issue of bonus shares. These are as follows:

  (i) There should be adequate undistributed profits.
  (ii) SEBI guidelines must be followed in case of bonus issue.
  (iii) Board of Directors of the company must pass a resolution for issuing the bonus shares.
  (iv) Articles of Association of the company must permit the issue of bonus shares.
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  Rights Share or Right Issue : When a public company limited by shares wants to increase its 
subscribed capital by issue of new shares but before issue, the company first gives issue offer to 
its existing equity shareholders, this type of issue is called right issue. These shares are offered to 
existing members at a price lower than the market price. This right is called pre-emptive right.

  Employee Stock Option Plans (ESOP) : An employee stock option plan is a scheme under which an 
employee of the company is given a right to purchase a specified number of its shares at a particular 
price (usually below the market price) during a given period of time under Section 62 (1)(b) of The 
Companies Act, 2013.

  Sweat Equity Shares : A company may issue sweat equity shares as per section 54 of Companies 
Act, 2013. Sweat equity shares means equity shares issued by the company to its employees or 
directors at a discount or for consideration other than cash for providing know how or making 
available intellectual property rights. Such shares cannot be resold by their holders within a period 
of 3 years shares. This is called lock in period.

  Meaning of Debentures : According to Section 2 (30) of the Companies Act, 2013 “debenture includes 
stock, bonds and any other instrument of a company, whether constituting a charge on the assets 
of the company or not.”

  Characteristics or Features of Debentures :
  (i) A debenture is issued under the seal of the company.
  (ii) It contains a contract for the repayment of principal sum on a specified date.
  (iii) A debenture is issued by a company in the form of a certificate, which is a written 

acknowledgement of debt taken by the company.
  (iv) A debenture holder receives interest on his debentures at a fixed rate, as mentioned in the 

certificate.
  Loans from Financial Institutions : Indian Government has set up several special institutions in the 

country to provide long term and medium term finance to business organization. These institutions 
have become a major source of finance for the modernization and expansion of the existing concerns. 
These institutions are not simply financial institutions. They also provide promotional, technical and 
managerial services. IFCI, IDBI, ICICI, SIDBI are well-known development banks in the country. In 
addition, the LIC, General Insurance Corporation, SFCs (State Financial Corporations), NIDC, NSIC, 
UTI, etc., also help in providing finance to industries. 

  Short Term Loans from Commercial Banks : Commercial banks usually provide short term finance 
because most of their deposits are short term deposits. However, in some cases, commercial banks 
also provide term loans for medium and long periods especially to Small Scale Medium Enterprises 
(SSMEs).

  Loans and Advances : A loan is a direct advance made in lump sum which is credited to a separate 
loan account in the name of the borrower. The borrower withdraws the full amount in cash 
immediately and undertakes to repay it in one or more instalments.

  Cash Credits : It is a revolving credit agreement under which a borrower is allowed to borrow up 
to a certain limit. Unlike a loan, it is a running account from which the amounts can be withdrawn 
and paid back from time to time, subject to the stipulated amount.

  Bank Overdraft : It is a kind of temporary financial accommodation extended by a bank to its 
regular customers. Under this arrangement, a customer having a current account with the bank is 
allowed to withdraw a specified amount. A business enterprise can enter into this arrangement to 
take care of a temporary (a few days) shortage of working capital. Interest is charged on the amount 
actually overdrawn and not on the amount sanctioned by the bank.

  Trade Credit : Trade credit is the credit extended by one business firm to another as incidental to 
sale or purchase of goods and services. In other words, trade credit is the credit extended by sellers 
to buyers at all levels of production and distribution process down to the retailer.

  Instalment Credit : Instalment credit refers to the facility of buying machinery, equipment and 
other durable goods on credit. The buyer has to pay a part of the price of the assets at the time 
of delivery and the balance is payable in a number of instalments. The supplier charges interest 
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on the balance due and the interest in included in the amount of installment itself. Some suppliers 
provide installment credit through finance companies and commercial banks. A business firm may 
also buy fixed assets on hire purchase basis. Under this arrangement, the ownership of the asset 
remains with the supplier until all the installments are paid by the buyer.

  Factoring (Accounts Receivable Financing) : 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 organization is relieved of the cost and effort of 
collecting debts and bad debts.

  Customer Advances : In certain cases, manufacturers or suppliers of goods require the customers 
to deposit an advance payment at the time of booking before the delivery of goods. The customers 
advance represents a part of the price of the goods ordered by the customers to be supplied at a 
later date. This arrangement is used in case of products which are in short supply or which involve 
a waiting period for delivery, e.g., automobiles, telephone connection, etc.

CHAPTER 4 : Banking Latest Trends

  RTGS : Real Time Gross Settlement (RTGS) is a system of transferring of funds from one bank to 
another bank on real-time and gross basis.

  Real Time means there is no waiting period in payment-transaction. The transaction is settled as 
soon as it is processed.

  Gross settlement means the transaction is made on one to one basis without bunching or netting 
with any other transaction.

  RTGS facility is available within specified time.
  Presently, it is available between 9.00 a.m. and 4.30 p.m. on weekdays and 9.00 a.m. and 2.00 p.m. 

on Saturday, excluding bank holidays.
  RTGS is primarily meant for transferring funds involving a large amount. Presently, minimum 

amount which may be transferred through RTGS is `2 lakh. There is no limit on maximum amount 
to be transferred.

  NEFT : National Electronic Funds Transfer (NEFT) is a system that facilitates individuals and 
organisations having bank accounts to transfer funds from their accounts electronically to individuals 
or organisations having bank accounts.

  Transfer of funds from one bank branch to another or from one bank to another is settled in batches.
  There is no minimum or maximum amount that can be transferred through NEFT when one has 

a bank account.
  NEFT transactions take place in batches.
  NEFT cannot be used to receive foreign remittances.
  Demand Draft : A demand draft is a negotiable instrument similar to a bill of exchange. A bank 

issues a demand draft to a client (drawer), directing another bank (drawee) or one of its own 
branches to pay a certain sum to the specific party (payee).

  The following are the essential features of a Demand Draft :
  (i) It is drawn by one office of a bank upon another office of the same bank.
  (ii) It is payable on demand; and
  (iii) Its payment has to be made to the person whose name is mentioned therein or according to 

his order.
  Electronic Banking (E-Banking)
  Electronic banking means banking transactions carried out with the help of computer system. Any 

user having a PC and a browser can access the bank website and avail the banking services.
  E-banking gives the following advantages :
  (i) Customers get 24 hours and 365 days-a-year services.
  (ii) Customers can make the permitted transactions from residence or office and even while 

travelling.
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  (iii) Customers feel a sense of security. They do not face the risk of carrying cash.
  (iv) Unlimited access to the bank increases customer satisfaction.
  The main forms of electronic banking are as follows :
  (i) Electronic Funds Transfer System (EFTS) : Under this system, money can be transferred from 

one account to another account. For example, a bank transfers wages and salaries directly from 
the company's account to the accounts of employees of the company.

  (ii) Direct Credits : Salary, pension, dividend on shares, interest on debentures, commission, 
royalty, etc. are directly credited to the bank account of a person.

  (iii) Direct Debits : Loan instalment, school fees, insurance premium, telephone bills, electricity 
bills, water bills, club membership fee, credit card dues, etc. are directly debited to the bank 
account of the account holder.

  Electronic fund transfer offer the following advantages :
  (i) Payments are made on due dates (ii) There is no loss in transit
  (iii) There is no mishandling of cash (iv) Transactions are effortless
  Automated Teller Machine (ATM) : A customer can withdraw or deposit money with the help of 

this machine by inserting his ATM card and typing his personal identity number (PIN). It provides 
24 hours money without a human cashier, clerk or bank teller.

  Debit Card : A person can get a debit card by depositing money in the bank. The card holder can 
make payment for the goods purchased or services. When the customer presents his debit card, 
the terminal automatically transfers money from the buyer's account to the seller's account. Debit 
card can also be used to withdraw money from the ATM.

  Features of Debit Card are as follows :
  (i) Issued by bank account holder at the time of opening a saving or current account.
  (ii) Meant to facilitate withdrawal of money through ATM.
  (iii) Used to check account balance, transfer money, etc.
  (iv) Used for shopping and making online payments.
  (v) Can be used to the extent customer has balance in his/her bank account.
  Credit Card : Anybody having good reputation can obtain a credit card from a bank. A person 

need not have money in his bank to get a credit card. The card holder can buy goods and services 
with the help of credit card. He keeps on depositing the money used as per the agreement with 
the bank.

  Features of Credit Card are as follows :
  (i) Issued by finance company or a bank.
  (ii) Issued at the discretion of issuer after satisfying himself of the credit worthiness of applicant.
  (iii) Allows holder of credit card to buy merchandise without actually paying for it at the time of 

sale.
  (iv) User has to pay monthly bill which includes the transacted amount along with a fee using use 

the card.
  Tele Banking : Under this system, the personal computer of a customer is linked by telephone to 

the bank's computer. The customer can get information about the balance in his account and latest 
transactions on the telephone. This facility is available round the clock.

  Core Banking Solution (CBS) : Under this system, a customer becomes 'customer of the bank' rather 
than ‘customer of a branch’. By opening a bank account in one branch, the customer can operate 
the same account in all the CBS branches of the same bank anywhere across the country. It offers 
the following facilities:

  (i) Cash withdrawal facility from any of the CBS branches.
  (ii) Updating of pass book at all CBS branches.
  (iii) The facility of centralised corporate limits in all the CBS branches.
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  SMS Alert : Under this service, customer gives his/her mobile number. The bank records the mobile 
number in its computer system in the customer's account. Whenever, a transaction takes place in 
the customer's account, the customer receives information about withdrawal and deposits by an 
SMS on his/her mobile phone. The SMS states the nature and amount of transaction, date of the 
transaction and the balance in the account on that date.

  Advantages of Mobile Banking:
  (i) Available 24 × 7. (ii) It is secure.
  (iii) It is convenient. (iv) Cost saving technology.
  (v) Novel way of selling banking and service products by bank.

CHAPTER 5 : Management Concept, Nature & Significance

  Concept of Management : Management is essential for all organizations: big or small, profit or 
non-profit. Management is necessary so that individual may make their best efforts towards group 
objective. According to modern concept, management is a process of getting things done through 
others with the aim of achieving goals effectively and efficiently.

  Modern Definition insists on:
  Management as a Process : Management is a process which denotes the functions that managers 

perform to get things done. These functions include planning, organising, staffing, directing and 
controlling.

 l Management as a Discipline : The term 'management' has been used to denote neither the activity 
nor the personnel who performs it, but as a body of knowledge, a practice and a discipline. Here 
management refers to the principles and practices of management as a subject of study.

 l Management as a Group : Management has become a very common term. People use the term 
'management' to denote a team or group of managers who run an organisation. Management of 
an enterprise is represented by the group of people who perform managerial functions for the 
accomplishment of its goals. These people are individually known as 'Managers'.

 l Management as an Activity : Like various other activities performed by human beings such as 
writing, playing, eating, cooking, etc. management is also an activity because a manager is one who 
accomplishes the objectives by directing the efforts of others.

  According to Koontz, “Management is what a manager does”.
  Objectives of Management :
  (i) Profitability (ii) Quality goods at fair prices
  (iii) Rightful decision-making (iv) Change and innovation
  (v) Discipline and morale.
  Characteristics of Management :
  (i) Management is Goal-oriented (ii) Management is all Pervasive or Universal
  (iii) Management is a Continuous Process (iv) Management is a Group Activity
  (v) Management is a Dynamic Function
  Management is a Science as well as an Art : Management has an organized body of knowledge 

consisting of distinct concepts, principles and techniques which have wide application. So it is 
treated as a science. The application of these concepts, principles and techniques requires specialised 
knowledge and skills on the part of the manager. Since the skills acquired by a manager are his 
personal possession, management is viewed as an art. The skills can be learnt through training and 
experience.

  Management is an Art due to following reasons :
  (i) Personal Skill (ii) Practical Knowledge
  (iii) Regular-oriented approach (iv) Regular Practice
  (v) Creativity
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  Management is a Science due to following reasons :
  (i) Systematized body of knowledge
  (ii) Use of scientific methods
  (iii) Continued observation
  Management is profession due to following reasons :
  (i) Body of specialised knowledge and techniques
  (ii) Formalised methods of acquiring training and experience
  (iii) Establishment of professional associations
  (iv) Code of conduct
  Management is intangible : Management is intangible. It can be felt in the form of results but not 

seen. For example, when we are not able to produce the desired quantity, we say it is the result of 
poor management.

  Importance of Management : Peter F. Drucker refers to management as the dynamic life-giving 
element of every business enterprise. Management is the thinking organ that provides vision to 
the business. It is also the integrating force for the accomplishment of business objectives. The 
importance of management to a modern business is discussed below:

  (i) Accomplishment of organisational goals
  (ii) Efficient utilization of resources
  (iii) Dynamic organisation

CHAPTER 6 : Principles of Management

  Concept of Principles of Management : The principles of management are statements of fundamental 
truth which can be used by managers as guidelines for decision-making and action under different 
situations. Over the years, a number of management thinkers including Henry Fayol, F.W. Taylor 
and James D. Mooney have derived certain generalization from their experience as managers. These 
generalizations are termed as principles of management.

  Nature of Principles of Management :
  (i) Universal application (ii) General guidelines
  (iii) Flexibility (iv) Influence on human behaviour
  (v) Evolutionary/formed by practice and experiments
  (vi) Contingent.
  Need of Principles of Management :
  (i) Providing useful insights into reality (ii) Optimum utilisation of resources
  (iii) Meeting environmental challenges (iv) Fulfilling social responsibility
  (v) Better administration.
  Taylor's Principles of Scientific Management : F.W. Taylor laid the foundations of management as 

a science consisting of fundamental principles. He was the expert to suggest the use of scientific 
methods. Therefore, Taylor is known as the “Father of Scientific Management”.

  “Scientific management is the art of knowing exactly what you want your men to do and then 
seeing that they do it in the best and cheapest way”.   —F.W. Taylor

  The Basic Principles of Scientific Management are as follows :
  (i) Science, not Rule of Thumb (ii) Harmony, not Discord
  (iii) Maximum, not Restricted Output (iv) Division of Work and Responsibility
  (v) Scientific Selection, Training and Development of Workers.
  Science, not Rule of Thumb : This principle requires development and application of scientific 

methods. Taylor advocated that the traditional' rule of thumb' methods should be replaced with 
the scientific methods.
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  Division of Work and Responsibility : Taylor suggested separation of planning from operational 
work. Management should concentrate on planning the job of workers and workers should 
concentrate on performance of work.

  Principles of Management Developed by Fayol :
  (i) Division of Work : Work is to be divided into small tasks and it should be completed by a 

specialised worker only. 
  (ii) Authority and Responsibility : There should be a balance between authority and responsibility. 
  (iii) Discipline : Obedience of organisational rules and employment agreements. 
  (iv) Unity of Command : Each employee should receive orders in a hierarchy and should be 

responsible to only one superior. 
  (v) Unity of Direction : A group of activities having same objective must have one head and 

one plan. 
  (vi) Subordination of Individual Interest to General Interest : Organisational interest should 

supercede individual interest. 
  (vii) Remuneration of Employees : Pay and compensation should be fair to both the employees 

and the organisation. 
  (viii) Centralisation and Decentralisation : Balance the involvement of the subordinates through 

decentralisation and retention of final authority with managers through centralisation. 
  (xi) Scalar Chain : A chain of authority and communication should be there, from top to bottom 

levels of management. 
  (x) Order : People and resources should be in suitable places at appropriate time for maximum 

efficiency. 
  (xi) Equity : Kind and just behaviour with all employees without discrimination. 
  (xii) Stability of Personnel : Minimise employee turnover to maintain organisational efficiency. 
  (xiii) Initiative : Encourage employees to take initiative in thinking and executing the plans. 
  (xiv) Esprit de Corps : Promote a team spirit of unity and harmony among the employees. 

CHAPTER 7 : Planning

  Planning : It means setting objectives and formulating an action plan to achieve them. It includes 
deciding in advance-what to do, how to do and who is to do it.

  Process of Planning :
  (i) Setting objectives (ii) Developing premises
  (iii) Identifying alternative courses of action (iv) Evaluating alternative courses
  (v) Selecting an alternative (vi) Implementing the plan
  Importance of Planning :

  (i) Provides directions (ii) Reduces the risks of uncertainty
  (iii) Reduces overlapping and wasteful activities
  (iv) Promotes innovative ideas (v) Facilitates decision making
  (vi) Establishes standards for controlling
  Features of Planning :

  (i) Planning focuses on achieving objectives : It defines objectives and prepares action plan to 
achieve them.

  (ii) Planning is the primary function of management : It lays down the basis for all other functions 
of management.

  (iii) Planning is pervasive : It is required in all organisations, at all levels and in all departments.
  (iv) Planning is continuous : Once a plan is framed and implemented, it is followed by another 

plan and so on.
  (v) Planning is futuristic : It involves looking ahead and preparation for the future.
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  Limitations of Planning :

  (i) Leads to rigidity (ii) May not work in a dynamic environment
  (iii) Reduces creativity (iv) Involves huge costs
  (v) Time-consuming (vi) Planning does not guarantee success
  Different types of plans are as follows :

  (i) Objectives (v) Methods
  (ii) Strategy (vi) Rules
  (iii) Policies (vii) Programmes
  (iv) Procedures (viii) Budgets
  (i) Objectives : Objectives are the ends towards which the activities are directed. They are the 

end result of every activity.
  (ii) Strategy : A strategy is a comprehensive plan to achieve the organisational objectives. 
  (iii) Policies : Policies are the guiding principles which govern action usually of routine and repetitive 

nature. They are general statements which guide thinking and action of the organisational 
members.

  (iv) Procedures : Procedures are the required steps established in advance to handle future 
conditions. The sequence of steps to be followed by employees in different situations must be 
predetermined so that everyone follows the same step. The procedure can be defined as the 
exact manner in which an activity is to be accomplished.

  (v) Methods : Methods can be defined as formalised or systematic way of doing routine or repetitive 
jobs. The managers decide in advance the common way of doing a job.

  (vi) Rules : Rules are specific regulations which must be followed by the employees in an 
organisation. Rules serve as boundaries of behaviour. They are specific statements telling the 
employees what must or must not be done.

  (vii) Programmes : A Programme is a concrete scheme of action worked out by the management 
to accomplish certain objectives. A programme is action based and result oriented. It provides 
practical guidelines to managerial activities.

  (viii) Budgets : A budget is a single-use plan since it is prepared for a particular period of time. A 
budget is a statement of expected results expressed in quantitative terms. Since it is a statement 
of expected results, it is also used as an instrument of managerial control.


