
Bihar Board Class 12 Business Studies 2025 Question Paper with
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General Instructions

Read the following instructions very carefully and strictly follow them:

1. The test is of 3 hours 15 Minutes duration.

2. The question paper consists of 138 questions.

3. Candidate must enter his / her Question Booklet Serial No. (10 Digits) in the
OMR Answer Sheet.

4. Minimum 30% marks in each subject (30 out of 100 for theory, adjusted for
practicals where applicable).

5. Use of any electronic appliances is strictly prohibited.

6. Candidates are required to give their answers in their own words wherever
practicable

7. 15 minutes of extra time have been allotted for the candidates to read the
questions carefully.

Section - A

1. ............... creates liquidity.

(A) Organised market
(B) Unorganised market
(C) Primary market
(D) Secondary market

Correct Answer: (D) Secondary market

Solution:

Step 1: Understanding the Concept:
Liquidity refers to the ease with which an asset can be converted into cash without affecting
its market price.
In financial markets, liquidity is provided by a platform where existing securities can be bought
and sold easily.

Step 2: Detailed Explanation:

1



• Primary Market: This is the market where new securities are issued for the first time
(Initial Public Offerings - IPOs). It facilitates capital formation but does not provide liq-
uidity for existing shares.

• Secondary Market: Also known as the stock market or stock exchange, this is where
previously issued securities are traded among investors. It provides a ready market for
buying and selling, thus ensuring that investments can be converted back into cash. This
process is what creates liquidity.

• Organised and Unorganised Markets: These are broader classifications. While the
secondary market is part of the organised market, the term ”secondary market” specifi-
cally refers to the function of providing liquidity.

Step 3: Final Answer:
The secondary market is specifically designed to facilitate the trading of existing securities,
which allows investors to sell their holdings and convert them to cash. Therefore, it is the
secondary market that creates liquidity.

Quick Tip

Remember: Primary Market = New Issues, Secondary Market = Existing Se-
curities. Liquidity is always associated with the ease of trading existing assets, which is
the core function of the secondary market.

2. ............... deals in new issued shares.

(A) Secondary market
(B) Primary market
(C) Both (A) and (B)
(D) None of these

Correct Answer: (B) Primary market

Solution:

Step 1: Understanding the Concept:
The question asks to identify the market that deals with the issuance of new shares. This is a
fundamental concept in capital markets.

Step 2: Detailed Explanation:
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• Primary Market: This market is also known as the New Issue Market (NIM). It is the
place where companies sell new stocks and bonds to the public for the first time to raise
capital. Examples include an Initial Public Offering (IPO).

• Secondary Market: This market deals with the trading of securities that have already
been issued in the primary market. It involves transactions between one investor and
another.

Step 3: Final Answer:
Since the primary market is specifically for new issues of shares and other securities, it is the
correct answer.

Quick Tip

Think of ”Primary” as the first time something is created or issued. A company issues new
shares for the ”first” time in the primary market to get capital directly. Any subsequent
trading of those shares happens in the secondary market.

3. Legally SEBI was established in

(A) 1988
(B) 1990
(C) 1992
(D) 1994

Correct Answer: (C) 1992

Solution:

Step 1: Understanding the Concept:
The question asks for the year when the Securities and Exchange Board of India (SEBI) was
given statutory (legal) status. This is a key fact related to the regulation of India’s capital
markets.

Step 2: Detailed Explanation:

• 1988: SEBI was initially established on April 12, 1988, by the Government of India as a
non-statutory body to regulate the securities market.

• 1992: It was given statutory powers and became an autonomous body on January 30,
1992, with the passing of the SEBI Act, 1992, by the Indian Parliament.
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The key word in the question is ”Legally”, which refers to the point when it received legal
backing through an Act of Parliament.

Step 3: Final Answer:
SEBI was legally established, i.e., granted statutory powers, in the year 1992.

Quick Tip

For SEBI, remember two key years: 1988 (Established) and 1992 (Statutory Pow-
ers). The question will often use words like ”legally” or ”statutory” to specifically ask
for 1992.

4. The future of Stock Exchanges in India is

(A) bright
(B) in dark
(C) ordinary
(D) no future

Correct Answer: (A) bright

Solution:

Step 1: Understanding the Concept:
This question assesses the general understanding of the economic environment and the poten-
tial of the Indian capital market.

Step 2: Detailed Explanation:
The future of stock exchanges in India is widely considered to be bright due to several positive
factors:

• Economic Growth: India is one of the fastest-growing major economies in the world.

• Increasing Investor Participation: There is a growing trend of financialization of sav-
ings, with more people investing in stocks and mutual funds.

• Regulatory Reforms: Strong regulatory oversight by SEBI has increased investor con-
fidence.

• Technological Advancements: The adoption of technology has made trading more ac-
cessible, efficient, and transparent.
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• Global Interest: Foreign investors continue to show strong interest in the Indian market.

Step 3: Final Answer:
Given the positive economic outlook and increasing market participation, the future of Indian
stock exchanges is considered bright.

Quick Tip

For questions about the future prospects of key economic sectors in a growing economy
like India, the answer is almost always positive (e.g., ’bright’, ’promising’).

5. Who is the writer of the book ’Principles of Marketing’?

(A) Philip Kotler
(B) Prof. William J. Stanton
(C) Richard Briskik
(D) Prof. J. P. Verma

Correct Answer: (A) Philip Kotler

Solution:

Step 1: Understanding the Concept:
This is a knowledge-based question that asks to identify the author of a famous textbook on
marketing.

Step 2: Detailed Explanation:
”Principles of Marketing” is a seminal and widely used textbook in the field of marketing. It is
authored by Philip Kotler and Gary Armstrong. Philip Kotler is often regarded as the ”Father
of Modern Marketing” for his significant contributions to the field.

Step 3: Final Answer:
The author of the book ’Principles of Marketing’ is Philip Kotler.

Quick Tip

Philip Kotler is a very important name in marketing studies. Always associate him
with foundational marketing concepts and textbooks like ”Marketing Management” and
”Principles of Marketing”.
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6. Marketing concept is

(A) production-oriented
(B) sales-oriented
(C) customer-oriented
(D) all of these

Correct Answer: (C) customer-oriented

Solution:

Step 1: Understanding the Concept:
The question asks to define the modern ”Marketing Concept”. While several business philoso-
phies exist (production, product, sales), the term ”marketing concept” specifically refers to a
particular customer-centric philosophy.

Step 2: Detailed Explanation:
The evolution of marketing philosophies is as follows:

1. Production Concept: Focuses on mass production and efficiency. Assumes customers
prefer available and affordable products.

2. Product Concept: Focuses on creating the highest quality, best-performing products.

3. Selling Concept: Focuses on aggressive selling and promotion efforts. The goal is to sell
what the company makes, rather than what the customer wants.

4. Marketing Concept: This is a customer-oriented approach. It holds that achieving
organizational goals depends on knowing the needs and wants of target markets and de-
livering the desired satisfactions better than competitors do. The focus is on the customer.

While options (A), (B), and (C) are all marketing philosophies, the ”Marketing Concept” itself
is defined as being customer-oriented.

Step 3: Final Answer:
The modern marketing concept is fundamentally customer-oriented, focusing on satisfying cus-
tomer needs and wants.
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Quick Tip

Don’t confuse the different marketing philosophies. When a question asks about the
”marketing concept,” it almost always refers to the modern, customer-oriented approach,
which is about finding the right products for your customers, not the right customers for
your products.

7. Money spent on marketing is

(A) wastage
(B) unnecessary expenditure
(C) burden on the customer
(D) investment

Correct Answer: (D) investment

Solution:

Step 1: Understanding the Concept:
This question asks for the modern business perspective on marketing expenditure.

Step 2: Detailed Explanation:

• Wastage/Unnecessary Expenditure: In the past, marketing was sometimes seen as a
non-essential cost. However, in a competitive environment, this view is outdated. Poorly
executed marketing can be a waste, but marketing itself is not.

• Burden on the Customer: While it is true that the cost of marketing is ultimately
factored into the product’s price and borne by the customer, this is not how a business
views the expenditure internally.

• Investment: Modern businesses view marketing as an investment. Money is spent with
the expectation of generating future returns, such as increased sales, enhanced brand eq-
uity, customer loyalty, and long-term profitability. Like any investment, it carries risks
but is essential for growth.

Step 3: Final Answer:
From a strategic business viewpoint, money spent on marketing is an investment aimed at
achieving business objectives.
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Quick Tip

In modern business terminology, any expenditure that is expected to generate future
returns is considered an ”investment,” not just a ”cost.” This applies to marketing,
research & development, and employee training.

8. Marketing expenditure is a burden on

(A) industry
(B) businessmen
(C) customers
(D) all of these

Correct Answer: (C) customers

Solution:

Step 1: Understanding the Concept:
The question asks who ultimately bears the financial burden of a company’s marketing costs.

Step 2: Detailed Explanation:
Marketing expenditure, like all other costs of doing business (production, salaries, rent, etc.),
must be recovered by the company to remain profitable. The primary source of revenue for a
company is the sale of its products or services to customers.
Therefore, all costs, including marketing, are built into the final price of the goods. When a
consumer buys a product, a portion of the price they pay goes towards covering the marketing
expenses incurred by the company. While the businessman pays for it initially and it’s a cost
for the industry, the economic burden is passed on to the end consumer.

Step 3: Final Answer:
The ultimate burden of marketing expenditure is transferred to the customers through the
pricing of products and services.

Quick Tip

Remember that in a market economy, all costs of production and sales are ultimately
paid for by the final consumer. The price of a product reflects all the expenses incurred
in bringing it to the market, plus a profit margin.

9. For business, marketing is
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(A) compulsory
(B) necessary
(C) unnecessary
(D) luxury

Correct Answer: (A) compulsory

Solution:

Step 1: Understanding the Concept:
The question asks about the importance of marketing for a modern business.

Step 2: Detailed Explanation:
In today’s highly competitive market, a business cannot survive or succeed without marketing.
Marketing is the process through which a business identifies customer needs, creates products
to satisfy them, and communicates the value of those products to the target audience. Without
marketing:

• Customers would not be aware of the product.

• The business would not understand market needs.

• Sales would not be generated, and the business would fail.

While ”necessary” is also correct, ”compulsory” captures the critical, non-negotiable nature of
marketing for survival and growth. It’s not optional; it must be done. In this context, it implies
a practical compulsion rather than a legal one.

Step 3: Final Answer:
Given its critical role in connecting a business with its customers and generating revenue, mar-
keting is considered compulsory for business success.

Quick Tip

In business studies questions, distinguish between ’necessary’ and ’compulsory’. While
many things are necessary, ’compulsory’ implies something is absolutely essential and
unavoidable for survival, which is true for marketing in a competitive landscape.

10. Costliest means of sales promotion is

(A) Advertisement
(B) Personal selling
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(C) Sales promotion
(D) Public relations

Correct Answer: (B) Personal selling

Solution:

Step 1: Understanding the Concept:
The question asks to identify the most expensive tool of the promotion mix when measured on
a per-contact basis.

Step 2: Detailed Explanation:
Let’s analyze the cost structure of each promotional tool:

• Advertisement: While the total cost of an advertising campaign (like a TV ad) can be
very high, it reaches millions of people. Therefore, the cost per person reached is relatively
low.

• Personal Selling: This involves face-to-face interaction between a salesperson and a po-
tential customer. The costs include a salesperson’s salary, commission, training, travel,
and other expenses. Since this effort is directed at one or a few individuals at a time, the
cost per contact is extremely high.

• Sales Promotion: This includes tools like discounts, coupons, and contests. The cost
varies, but it is generally designed to reach many customers at once.

• Public Relations: Often aims for earned media coverage, which can be low-cost or even
free, although managing it requires resources.

Step 3: Final Answer:
Comparing the cost per individual contact, personal selling is by far the most expensive method
of promotion.

Quick Tip

When comparing the costs of promotional tools, always consider the ”cost per contact”.
Advertising has a high absolute cost but a low cost per contact. Personal selling has a
high cost per contact due to its one-on-one nature.

11. Supervisor is ............. of the workers.
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(A) Friend
(B) Guide
(C) Philosopher
(D) All of these

Correct Answer: (B) Guide

Solution:

Step 1: Understanding the Concept:
The question asks to define the primary role of a supervisor in relation to the workers they
manage.

Step 2: Detailed Explanation:
A supervisor’s role is multi-faceted, but its core function within the management hierarchy is
to oversee and direct the work of employees.

• Guide: This is the most accurate description of their primary function. A supervisor
guides workers on what to do, how to do it, and ensures that they meet the required
standards. They provide instruction and direction.

• Friend: While a good supervisor should maintain a friendly and supportive relationship
with workers, being a ”friend” is not their formal role.

• Philosopher: A supervisor might offer advice and wisdom, but this is not their main
responsibility.

• All of these: While a supervisor may embody aspects of all three, their fundamental
and most important role is that of a guide. In management studies, the supervisor is the
immediate guide and link between management and workers.

Step 3: Final Answer:
The most accurate and primary role of a supervisor is to be a guide for the workers.

Quick Tip

For role-based questions in management, always choose the option that describes the core,
formal function. While a manager can be a friend or philosopher, their job description is
centered around guiding and directing subordinates.

12. direction is related to employees.
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(A) Top level
(B) Middle level
(C) Lower level
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks at which level of management the function of ’direction’ is performed. Di-
rection is one of the core functions of management (along with Planning, Organizing, Staffing,
and Controlling).

Step 2: Detailed Explanation:
Direction is a pervasive function of management, meaning it is performed by managers at all
levels in the organization.

• Top Level Management: Directs middle-level managers and sets overall organizational
direction.

• Middle Level Management: Directs lower-level managers and implements the plans
set by the top level.

• Lower Level Management (Supervisory): Directly guides and motivates the non-
managerial employees (workers) to perform their tasks.

Since direction involves instructing, guiding, and motivating subordinates, it is essential at ev-
ery level where there is a superior-subordinate relationship.

Step 3: Final Answer:
Direction is related to employees at all levels of management.

Quick Tip

Remember that core management functions like planning, directing, and controlling are
”pervasive,” meaning they apply to all levels of management and all types of organiza-
tions.

13. Supervision is
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(A) Necessary
(B) Unnecessary
(C) Wastage of time
(D) None of these

Correct Answer: (A) Necessary

Solution:

Step 1: Understanding the Concept:
The question asks about the importance of supervision in an organizational context. Supervi-
sion is a key element of the directing function.

Step 2: Detailed Explanation:
Supervision involves overseeing the work of subordinates to ensure that they are performing
their tasks efficiently and effectively, according to the plans and instructions. It is essential for:

• Ensuring work is completed on time and meets quality standards.

• Providing on-the-job guidance and training.

• Maintaining discipline and resolving conflicts.

• Motivating employees and providing feedback.

Without supervision, there would be a lack of direction, coordination, and control, leading to
inefficiency and chaos. Therefore, it is absolutely necessary.

Step 3: Final Answer:
Supervision is a necessary function for effective management and organizational success.

Quick Tip

Any question about a core management function or element (like supervision, planning,
motivation, control) will almost always conclude that it is necessary, essential, or impor-
tant for the business.

14. Direction is required at what level of management ?

(A) Top
(B) Middle
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(C) Lower
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
This question is a repetition of the concept in Question 12, asking where the management
function of direction is required.

Step 2: Detailed Explanation:
As previously explained, direction is a pervasive function of management. Every manager,
regardless of their level, has to direct their subordinates.

• Top Level: Directs the entire organization towards its goals.

• Middle Level: Directs departmental activities and subordinate managers.

• Lower Level: Directly supervises and directs the workforce.

Therefore, direction is an integral part of management at all levels.

Step 3: Final Answer:
Direction is required at all levels of management - top, middle, and lower.

Quick Tip

Be aware that exams sometimes repeat questions or concepts in slightly different wording.
Recognize the underlying principle: core management functions are pervasive and apply
to all levels.

15. Element of direction is

(A) Supervision
(B) Motivation
(C) Leadership
(D) All of these

Correct Answer: (D) All of these
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Solution:

Step 1: Understanding the Concept:
The question asks to identify the components or elements that make up the management func-
tion of ’Directing’.

Step 2: Detailed Explanation:
The directing function of management is a broad process that involves getting work done
through others. It is comprised of four main elements:

1. Supervision: Overseeing employees at work.

2. Motivation: Inspiring and encouraging employees to perform to the best of their ability.

3. Leadership: Influencing the behavior of employees to work willingly towards achieving
organizational goals.

4. Communication: The process of passing information, experience, opinion, etc., from one
person to another. (Though not listed as an option, it is the fourth element).

Since options (A), (B), and (C) are all key elements of directing, the correct choice is (D).

Step 3: Final Answer:
Supervision, motivation, and leadership are all elements of direction.

Quick Tip

Remember the four pillars of Directing: Supervision, Motivation, Leadership, and Com-
munication. If a question lists any combination of these and an ”All of these” option, it
is likely the correct answer.

16. Direction is not the ............. aspect of management.

(A) Practical
(B) Theoretical
(C) Inter-personal
(D) Positive

Correct Answer: (B) Theoretical

Solution:
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Step 1: Understanding the Concept:
The question asks to identify which characteristic does NOT describe the directing function of
management. It is a fill-in-the-blank question asking what direction is *not*.

Step 2: Detailed Explanation:
Let’s analyze the nature of the directing function with respect to the given options:

• Practical: Direction is highly practical. It is the ’action’ phase of management where
plans are put into motion. So, direction *is* a practical aspect.

• Inter-personal: Direction involves interaction between superiors and subordinates (lead-
ing, motivating, communicating). Thus, it *is* an inter-personal aspect.

• Positive: Effective direction should be positive, aiming to create a work environment
where employees are motivated and willing to contribute. So, it *is* (or should be) a
positive aspect.

• Theoretical: The theoretical groundwork for management is laid during the planning and
organizing stages. Direction, in contrast, is the application of these plans and principles.
It is about doing, not just thinking. Therefore, direction is primarily a practical function,
not a theoretical one.

Step 3: Final Answer:
The statement ”Direction is not the theoretical aspect of management” is correct. Direction
is the execution and practical aspect. Therefore, ’Theoretical’ is the correct word to fill in the
blank.

Quick Tip

Think of the management functions in sequence: Planning and Organizing are more
theoretical and structural. Staffing, Directing, and Controlling are about execution and
are therefore more practical and action-oriented.

17. Direction is

(A) Compulsory
(B) Necessary
(C) Unnecessary
(D) Wastage of time

Correct Answer: (A) Compulsory
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Solution:

Step 1: Understanding the Concept:
The question asks about the importance of the ’Directing’ function in management. Directing
is the process of instructing, guiding, counseling, motivating, and leading people in the organi-
zation to achieve its objectives.

Step 2: Detailed Explanation:

• Direction is the heart of the management process. It is the function that initiates action.
Without proper direction, other functions like planning, organizing, and staffing become
ineffective.

• While ’Necessary’ is also correct, ’Compulsory’ implies a stronger degree of indispensabil-
ity. In a modern competitive environment, a business cannot function or survive without
the active process of direction. It is a fundamental and unavoidable requirement.

• It converts plans into performance, making it a compulsory link between preparation and
results.

Step 3: Final Answer:
Given its critical role in putting plans into action and managing the human resources, direction
is considered a compulsory function of management.

Quick Tip

When evaluating core management functions (Planning, Organizing, Staffing, Directing,
Controlling), they are always considered essential. Often, ’Compulsory’ is used in exam
questions to represent this highest level of importance.

18. The leader takes work from his subordinates

(A) by tact
(B) by rod
(C) by threatening
(D) none of these

Correct Answer: (A) by tact

Solution:
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Step 1: Understanding the Concept:
The question asks about the appropriate method an effective leader uses to get work done from
their subordinates.

Step 2: Detailed Explanation:

• By tact: This implies using skill, sensitivity, and diplomacy in dealing with others. An
effective leader influences, persuades, and motivates their team rather than forcing them.
This aligns with modern leadership theories.

• By rod (force) and by threatening: These are forms of coercion and negative mo-
tivation. They represent an autocratic and outdated leadership style that can lead to
resentment, low morale, and poor long-term performance.

The essence of leadership is to make people want to follow and contribute willingly, which is
achieved through tact and influence.

Step 3: Final Answer:
An effective leader gets work done from subordinates by using tact, skill, and influence.

Quick Tip

In leadership questions, always choose the option that reflects a positive, influential, and
motivational approach over a forceful or coercive one.

19. In horizontal communication flow of suggestion is

(A) upward
(B) downward
(C) at parallel
(D) all of these

Correct Answer: (C) at parallel

Solution:

Step 1: Understanding the Concept:
The question asks about the direction of flow in horizontal communication. Communication
flows in an organization can be downward, upward, or horizontal (lateral).

Step 2: Detailed Explanation:
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• Upward communication: Flow of information from a lower level to a higher level (e.g.,
a subordinate giving a suggestion to a manager).

• Downward communication: Flow of information from a higher level to a lower level
(e.g., a manager giving an order).

• Horizontal communication: Takes place between two or more persons who are at the
same level in the organizational hierarchy. This is also known as lateral communication.
The flow is parallel. It is used for coordination, problem-solving, and sharing information
among peers, which can include giving suggestions to each other.

Step 3: Final Answer:
In horizontal communication, the flow of information, including suggestions, occurs between
individuals at the same level, hence it is ”at parallel”.

Quick Tip

Associate the direction with the hierarchy: Upward = to a superior, Downward = to
a subordinate, Horizontal/Parallel = to a peer or colleague at the same level.

20. Management control is done by

(A) lower level managers
(B) middle level managers
(C) top level managers
(D) all level managers

Correct Answer: (D) all level managers

Solution:

Step 1: Understanding the Concept:
The question asks which level of management performs the function of controlling. Controlling
is the process of monitoring performance, comparing it with goals, and correcting any devia-
tions.

Step 2: Detailed Explanation:
Controlling is a pervasive function, meaning it is performed by managers at all levels.

• Top Level Managers: Are responsible for strategic control, monitoring the overall per-
formance of the organization against its strategic goals.
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• Middle Level Managers: Focus on tactical control, controlling the performance of their
respective departments and ensuring their plans are being implemented correctly.

• Lower Level Managers: Are responsible for operational control, which involves day-to-
day control over the work of subordinates to ensure tasks are completed as per standards.

Since every manager is responsible for the performance of their subordinates, every manager
must exercise control.

Step 3: Final Answer:
Management control is performed by all level managers.

Quick Tip

Like planning and directing, controlling is a fundamental and pervasive function of man-
agement. This means it is an essential part of the job for every manager, regardless of
their level.

21. Management is an art of

(A) doing work himself
(B) taking work from others
(C) both (A) and (B)
(D) none of these

Correct Answer: (B) taking work from others

Solution:

Step 1: Understanding the Concept:
This question asks for a fundamental definition of management.

Step 2: Detailed Explanation:
The most classic and widely accepted definition of management is that it is the art of getting
things done through and with other people in formally organized groups. While a manager
may perform certain tasks themselves, their primary role is not that of an individual contrib-
utor. Their success is measured by the results achieved by their team. Therefore, the core of
management is orchestrating the efforts of others.
Option (A) describes the work of an individual operator or specialist, not a manager.
Option (C) is incorrect because the essence of ’management’ is delegation and direction, not
self-performance.
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Step 3: Final Answer:
Management is fundamentally the art of taking work from others and guiding their efforts to
achieve common goals.

Quick Tip

A simple way to remember the definition of management is ”getting things done through
others”. This distinguishes a manager’s role from a non-manager’s role.

22. The nature of management is

(A) as an inborn ability
(B) as an acquired ability
(C) both (A) and (B)
(D) none of these

Correct Answer: (C) both (A) and (B)

Solution:

Step 1: Understanding the Concept:
The question explores the nature of management skills - whether they are innate or learned.

Step 2: Detailed Explanation:
This is a classic debate in management theory.

• As an inborn ability (Art): Some people possess natural traits like charisma, com-
munication skills, and decision-making instincts that make them effective leaders. This
supports the idea that management is partly an inborn art.

• As an acquired ability (Science/Profession): Management is also a systematic body
of knowledge with well-defined principles and techniques. These can be taught and learned
through formal education, training, and practical experience. This supports the idea that
management is an acquired skill.

The modern consensus is that management is a blend of both. A person can be a more effec-
tive manager if they have some innate qualities and supplement them with formal training and
knowledge.

Step 3: Final Answer:
The nature of management encompasses both inborn talents and abilities that are acquired
through learning and practice.
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Quick Tip

When asked about management being an art vs. a science, or inborn vs. acquired,
the most comprehensive answer is usually ”both”. Effective management requires the
creativity of an artist and the systematic approach of a scientist.

23. ”Management is the development of men and not the direction of things.” This
statement is of

(A) Lawrence A. Appley
(B) R. C. Davis
(C) Keith and Gubelline
(D) George R. Terry

Correct Answer: (A) Lawrence A. Appley

Solution:

Step 1: Understanding the Concept:
This is a knowledge-based question that requires identifying the author of a famous manage-
ment quote.

Step 2: Detailed Explanation:
The quote, ”Management is the development of men and not the direction of things,” is fa-
mously attributed to Lawrence A. Appley, a former president of the American Management
Association. This statement emphasizes the human-centric view of management. It suggests
that a manager’s primary role is to nurture and develop the skills and potential of their em-
ployees, rather than simply managing physical resources or ”things”.

Step 3: Final Answer:
The statement was made by Lawrence A. Appley.

Quick Tip

Certain quotes are landmarks in management thought. This particular quote by Lawrence
Appley is crucial as it highlights the shift towards a human relations approach in man-
agement.

24. The foremost need in development of a country is of

(A) Physical resources
(B) Economic resources
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(C) Efficient management
(D) None of these

Correct Answer: (C) Efficient management

Solution:

Step 1: Understanding the Concept:
The question asks to identify the most critical factor for a country’s development.

Step 2: Detailed Explanation:

• Physical and Economic Resources: These resources (like land, minerals, capital) are
undoubtedly important. However, their mere existence does not guarantee development.
Many countries are rich in resources but remain underdeveloped.

• Efficient Management: This is the activating factor. Efficient management organizes
and utilizes the physical and economic resources of a country effectively. It creates poli-
cies, builds institutions, and directs human effort towards productive ends. Countries
like Japan and Singapore have very few natural resources but have achieved remarkable
development through efficient management of their available resources, especially human
capital.

Therefore, efficient management is considered the ultimate resource that determines the pace
and quality of a nation’s development.

Step 3: Final Answer:
The foremost need for the development of a country is efficient management, as it is the key to
unlocking the potential of all other resources.

Quick Tip

Remember that management is the factor of production that brings all other factors
(land, labor, capital) together. The same principle applies on a macro level to a country’s
development.

25. Management is a delicate responsibility as it involves

(A) Money
(B) Machine
(C) Men
(D) Materials
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Correct Answer: (C) Men

Solution:

Step 1: Understanding the Concept:
The question asks why management is considered a ”delicate” responsibility by pointing to one
of the key resources it handles.

Step 2: Detailed Explanation:
Management deals with various resources, often summarized as the 5 M’s: Men, Money, Ma-
chines, Materials, and Methods.

• Money, Machines, and Materials are inanimate and predictable resources. While managing
them requires skill, it is largely a technical or procedural task.

• Men (People): The human element is the most complex and unpredictable factor. People
have emotions, feelings, ambitions, and social needs. Managing them requires interper-
sonal skills, empathy, and careful handling. A wrong decision can demotivate an entire
team. This complexity is what makes management a particularly ”delicate” responsibility.

Step 3: Final Answer:
Management is a delicate responsibility because it primarily involves managing ’men’ (people),
who are complex and sensitive beings.

Quick Tip

Whenever a question uses words like ”delicate,” ”complex,” or ”challenging” in the con-
text of management, the answer is most likely related to the human or personnel aspect.

26. Maximum incentive giving function of management to employees is

(A) Staffing
(B) Motivation
(C) Organisation
(D) None of these

Correct Answer: (B) Motivation

Solution:

Step 1: Understanding the Concept:
The question asks to identify the management function most directly concerned with providing

24



incentives to employees.

Step 2: Detailed Explanation:

• Staffing: This function is about recruitment, selection, and placement of employees.
While a good job placement can be motivating, it is not the primary incentive-giving
function.

• Organisation: This function deals with creating a structure of roles and responsibilities.

• Motivation: This is a key element of the Directing function. Motivation is the process
of stimulating people to action to accomplish desired goals. It directly involves the use of
incentives, both financial (like salary, bonuses) and non-financial (like recognition, respon-
sibility), to encourage high performance.

Step 3: Final Answer:
The management function that is centered around providing incentives to employees is moti-
vation.

Quick Tip

Associate the word ”incentive” directly with ”motivation”. The entire purpose of moti-
vation as a management function is to create a will to work among employees through
various incentives.

27. How many levels of management are there?

(A) 4
(B) 3
(C) 2
(D) 1

Correct Answer: (B) 3

Solution:

Step 1: Understanding the Concept:
This is a fundamental knowledge question about the structure of management hierarchy.

Step 2: Detailed Explanation:
In most organizations, the management hierarchy is traditionally divided into three broad levels:
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1. Top-Level Management: Consists of the Board of Directors, CEO, and other chief
executives. They are responsible for setting the overall objectives and policies of the or-
ganization.

2. Middle-Level Management: Includes departmental heads, branch managers, etc. They
act as a link between top and lower management and are responsible for implementing the
plans and policies set by the top level.

3. Lower-Level Management: Also known as supervisory or operational management. It
consists of supervisors, foremen, etc., who directly oversee the work of the non-managerial
employees.

Step 3: Final Answer:
There are generally considered to be three levels of management.

Quick Tip

The three-tier structure (Top, Middle, Lower) is the standard model for management
levels taught in business studies. Remember this classic pyramid structure.

28. Coordination is established

(A) between groups
(B) between departments
(C) between management and employees
(D) all of these

Correct Answer: (D) all of these

Solution:

Step 1: Understanding the Concept:
The question asks where coordination is required within an organization. Coordination is the
process of synchronizing the activities of various individuals and departments to achieve orga-
nizational goals smoothly.

Step 2: Detailed Explanation:
Coordination is a pervasive and all-encompassing function. It is needed everywhere in an or-
ganization:

• Between groups: To ensure different teams working on a project are aligned.
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• Between departments: To link the activities of different functional areas, like market-
ing and production. This is horizontal coordination.

• Between management and employees: To align organizational goals set by manage-
ment with the actions of employees. This is vertical coordination.

Since coordination is needed to integrate all parts of the organization, it must be established
across all these relationships.

Step 3: Final Answer:
Coordination is established between groups, between departments, and between management
and employees.

Quick Tip

Think of coordination as the ”thread” that binds all organizational activities together.
It is needed both vertically (up and down the hierarchy) and horizontally (across depart-
ments and teams). Therefore, it applies to all organizational relationships.

29. Coordination is

(A) voluntary
(B) necessary
(C) unnecessary
(D) wastage of time

Correct Answer: (B) necessary

Solution:

Step 1: Understanding the Concept:
The question asks about the nature and importance of coordination.

Step 2: Detailed Explanation:

• Voluntary vs. Deliberate: Coordination is not an automatic or voluntary process.
It is a deliberate and conscious function of management that must be actively pursued.
Cooperation might be voluntary, but coordination requires planned effort.

• Importance: Coordination is considered the ”essence of management.” Without it, the
efforts of individuals and departments can pull in different directions, leading to chaos,
duplication of work, and failure to achieve goals. It harmonizes all activities. Therefore,
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it is absolutely necessary for organizational effectiveness and efficiency.

Step 3: Final Answer:
Coordination is a necessary and deliberate function of management.

Quick Tip

Do not confuse coordination with cooperation. Cooperation is the willing attitude of
individuals to help each other. Coordination is a much broader, systematic effort by
management to ensure all parts of the organization work together in harmony. It is
always necessary.

30. According to George R. Terry, the functions of management are

(A) 2
(B) 4
(C) 6
(D) None of these

Correct Answer: (B) 4

Solution:

Step 1: Understanding the Concept:
This is a knowledge-based question about the classification of management functions by a spe-
cific management theorist, George R. Terry.

Step 2: Detailed Explanation:
Different authors have classified the functions of management differently. However, one of the
well-known classifications was provided by George R. Terry. He identified four main functions
of management:

1. Planning: Deciding in advance what to do, how to do it, when to do it, and who is to do it.

2. Organizing: The process of defining and grouping activities and establishing authority
relationships among them.

3. Actuating: This involves leading, motivating, and communicating with subordinates to
achieve objectives. It is similar to the ’Directing’ function.
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4. Controlling: The process of measuring performance and taking corrective action to en-
sure desired results.

Step 3: Final Answer:
According to George R. Terry, there are 4 functions of management.

Quick Tip

While there are many classifications (e.g., Henri Fayol’s 5 functions - POCCC, or the
modern POSDC), George R. Terry’s 4 functions (Planning, Organizing, Actuating, Con-
trolling) are a standard part of management literature.

31. Method(s) of development is/are

(A) position rotation
(B) short-term syllabus
(C) development on the job
(D) all of these

Correct Answer: (D) all of these

Solution:

Step 1: Understanding the Concept:
The question asks to identify valid methods of employee development. Employee development
refers to formal education, job experiences, relationships, and assessment of personality and
skills that help employees prepare for the future.

Step 2: Detailed Explanation:
There are numerous methods for employee development, which can be broadly categorized.
Let’s analyze the given options:

• Position rotation (Job Rotation): This is an on-the-job training method where an
employee is moved through different jobs to give them a broader experience of the busi-
ness. It is a key development tool.

• Short-term syllabus (Off-the-job training): This refers to formal, classroom-style
training programs, workshops, or courses that employees attend. It is a common method
for developing specific knowledge or skills.
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• Development on the job: This is a broad category of methods where learning and
development occur in the actual work environment. It includes coaching, mentoring, com-
mittee assignments, and job rotation itself.

Since all three are established and widely used methods for employee development, the correct
answer is ’all of these’.

Step 3: Final Answer:
Position rotation, short-term courses, and on-the-job development are all methods of employee
development.

Quick Tip

Employee training and development methods are generally categorized into two types:
On-the-Job (like job rotation, coaching) and Off-the-Job (like classroom lectures, simu-
lations). All options provided fall under these categories and are valid methods.

32. Method(s) of training is/are

(A) Job rotation training
(B) On the job training
(C) Apprenticeship training
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks to identify the methods of training. Training is the process of imparting
skills and knowledge to employees for a specific job.

Step 2: Detailed Explanation:
Training methods are broadly classified into On-the-Job methods and Off-the-Job methods.
Let’s analyze the given options:

• Job rotation training: This is an on-the-job method where employees are moved through
a series of different jobs to gain a variety of skills and a broader perspective of the orga-
nization.

• On the job training (OJT): This is a general category of training where employees learn
skills while performing their actual job. It includes methods like coaching, job rotation,
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and apprenticeship.

• Apprenticeship training: This is a structured on-the-job method that combines prac-
tical, hands-on experience with theoretical classroom instruction. It is common for skilled
trades.

Since all the given options are valid and recognized methods of training, the correct answer is
(D).

Step 3: Final Answer:
Job rotation, on-the-job training, and apprenticeship training are all established methods of
employee training.

Quick Tip

Recognize that some training methods are specific examples of a broader category. For
instance, Job Rotation and Apprenticeship are types of On-the-Job Training. When
options include both the category and its examples, and an ”All of these” choice is
available, it is often the correct answer.

33. Staffing is

(A) to plan
(B) to control
(C) to direct
(D) to appoint the persons on work

Correct Answer: (D) to appoint the persons on work

Solution:

Step 1: Understanding the Concept:
The question asks for the definition of ’Staffing’, which is one of the key functions of manage-
ment.

Step 2: Detailed Explanation:
The five primary functions of management are Planning, Organizing, Staffing, Directing, and
Controlling.

• Planning: Deciding future courses of action.
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• Controlling: Monitoring and correcting performance.

• Directing: Instructing, guiding, and motivating employees.

• Staffing: This function is concerned with finding the right people for the right job. It
includes recruitment, selection, placement, training, and development of personnel. The
core idea is putting people to jobs.

Therefore, ”to appoint the persons on work” accurately summarizes the essence of the staffing
function.

Step 3: Final Answer:
Staffing is the management function that involves appointing persons to work positions within
the organization.

Quick Tip

To remember the management functions, use the acronym POSDC: Planning,
Organizing, Staffing, Directing, and Controlling. This helps in distinguishing each func-
tion from the others.

34. Selection of executives is

(A) Lower level executives
(B) Middle level executives
(C) Top level executives
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks at which management level the process of selecting executives occurs. An
’executive’ is a person with managerial responsibility in an organization.

Step 2: Detailed Explanation:
The selection process is a crucial part of staffing. It involves choosing the most suitable can-
didates to fill vacant positions. This process is applied at all levels of the management hierarchy:

• Lower level executives (Supervisors, Foremen): Selection is done to fill first-line
management roles.
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• Middle level executives (Department Heads, Branch Managers): Selection is
critical for these roles that link top and lower management.

• Top level executives (CEO, CFO, Directors): The selection process for these posi-
tions is often the most rigorous and has the greatest impact on the organization.

Since the selection of personnel is a necessary function for all managerial positions, it applies
to all levels.

Step 3: Final Answer:
The selection of executives happens at all levels of management: lower, middle, and top.

Quick Tip

Remember that the term ’executive’ can apply to any managerial role. The fundamental
processes of human resource management, like selection, are applicable throughout the
entire organizational structure.

35. Objective of development is

(A) Opportunities of promotion
(B) Better performance
(C) Increase in skills
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks about the objectives of employee development. Development refers to the
overall growth of an employee, focusing on building their capabilities for future roles and chal-
lenges.

Step 2: Detailed Explanation:
Employee development is a strategic process with multiple interrelated objectives that benefit
both the individual and the organization:

• Increase in skills (C): Development programs are designed to enhance the existing skills
of employees and build new ones, making them more versatile and competent.
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• Better performance (B): As employees’ skills and knowledge increase, their perfor-
mance in their current and future roles naturally improves.

• Opportunities of promotion (A): By preparing employees for higher responsibilities,
development makes them eligible candidates for internal promotions, which helps in suc-
cession planning and boosts employee morale.

All three options are key objectives of a comprehensive development program.

Step 3: Final Answer:
The objectives of development include increasing skills, which leads to better performance and
creates opportunities for promotion.

Quick Tip

Think of the objectives of development as a chain reaction: Development leads to an
increase in skills, which results in better performance, which in turn opens up
opportunities for promotion.

36. The manager is

(A) Boss
(B) Owner
(C) Leader
(D) None of these

Correct Answer: (C) Leader

Solution:

Step 1: Understanding the Concept:
The question asks to define the role of a modern manager.

Step 2: Detailed Explanation:

• Boss: This term has an autocratic connotation, implying someone who simply gives or-
ders and commands. While a manager has formal authority, the role is more than just
being a boss.

• Owner: A manager is typically an employee of the organization, not the owner, unless
it’s a very small business.
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• Leader: The modern view of management emphasizes that an effective manager must also
be a leader. They need to influence, motivate, and guide their team towards achieving
goals, not just rely on formal authority. Leadership is a key component of the manager’s
directing function.

Therefore, ’Leader’ is the most appropriate and comprehensive description of what an effective
manager should be.

Step 3: Final Answer:
In modern management theory, a manager is expected to be a leader to their team.

Quick Tip

Remember the saying: ”A boss drives their employees, but a leader coaches them.” For
management questions, the term ’leader’ is generally preferred over ’boss’ as it reflects a
more effective and collaborative approach.

37. The leader has ..................... authority.

(A) Informal
(B) Formal
(C) Personal
(D) Government

Correct Answer: (B) Formal

Solution:

Step 1: Understanding the Concept:
The question asks about the type of authority a leader in an organizational context possesses.

Step 2: Detailed Explanation:
In an organization, there are two types of leaders:

• Formal Leaders: These are individuals appointed by the organization to a position of
authority (e.g., managers, supervisors). The authority they hold is Formal Authority,
which is derived from their official position in the organizational hierarchy.

• Informal Leaders: These are individuals who emerge as leaders due to their personal
qualities, skills, or influence, without any formal appointment. Their authority is Infor-
mal Authority.
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When the question uses ”The leader” in a general management context, it typically refers to a
formal leader (a manager). Therefore, the authority associated with this role is formal.

Step 3: Final Answer:
A leader in a formal organizational position has formal authority.

Quick Tip

Distinguish between authority types: Formal Authority comes with the job title. In-
formal Authority is earned through respect and influence. An effective formal leader
utilizes their formal authority and also builds informal authority.

38. Grapevine communication is

(A) Informal
(B) Formal
(C) Written
(D) None of these

Correct Answer: (A) Informal

Solution:

Step 1: Understanding the Concept:
The question asks to classify ’grapevine’ communication.

Step 2: Detailed Explanation:

• Formal Communication: This follows the official chain of command or lines of author-
ity within an organization (e.g., reports, memos, official meetings).

• Informal Communication (Grapevine): This is the unofficial communication net-
work that exists in every organization. It does not follow any prescribed lines and spreads
rapidly in all directions. It is the channel for rumors, gossip, and other unofficial informa-
tion.

Grapevine is the established term for this informal network.

Step 3: Final Answer:
Grapevine communication is informal communication.
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Quick Tip

The term ”grapevine” is synonymous with the informal communication channel in an
organization. Think of it as the office rumor mill.

39. The main element(s) of direction is/are

(A) 2
(B) 3
(C) 4
(D) 6

Correct Answer: (C) 4

Solution:

Step 1: Understanding the Concept:
This is a direct question asking for the number of key elements that constitute the ’Directing’
function of management.

Step 2: Detailed Explanation:
The directing function is a broad process that involves getting work done through employees.
It is universally accepted to have four main components or elements:

1. Supervision: Overseeing the work of subordinates.

2. Motivation: Inspiring and stimulating employees to perform well.

3. Leadership: Influencing the behavior of others to achieve goals.

4. Communication: The exchange of ideas, facts, and feelings to create common under-
standing.

Step 3: Final Answer:
There are 4 main elements of the directing function of management.

Quick Tip

To remember the elements of directing, you can use the acronym S-M-L-C: Supervision,
Motivation, Leadership, Communication.
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40. Supervision is the ............. level of management.

(A) Top
(B) Middle
(C) Low
(D) All of these

Correct Answer: (C) Low

Solution:

Step 1: Understanding the Concept:
The question asks to associate the function of supervision with a specific level of management.

Step 2: Detailed Explanation:
While managers at all levels oversee their subordinates, the term ’supervision’ specifically refers
to the direct, day-to-day oversight of the non-managerial workforce (the operational employ-
ees). This is the primary function of lower-level management. Therefore, this level is often
called the ’Supervisory Level’.

• Top Level: Focuses on strategy and policy.

• Middle Level: Focuses on departmental implementation.

• Lower Level: Focuses on direct supervision of work.

Step 3: Final Answer:
Supervision is most closely associated with the low level of management.

Quick Tip

Remember the alternative names for the levels: Top Level (Strategic), Middle Level
(Tactical), and Lower Level (Supervisory/Operational). This makes the answer clear.

41. Principle of management is

(A) Dynamic
(B) Flexible
(C) Universal
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(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks for the fundamental characteristics or nature of management principles.

Step 2: Detailed Explanation:
The principles of management are general guidelines for decision-making and behavior. They
have several distinct characteristics:

• Universal: They are applicable to all types of organizations (business, educational, gov-
ernment) and at all levels of management, though their application might differ.

• Flexible: They are not rigid rules like principles of pure science. Managers can modify
them to fit the specific situation and needs of the organization.

• Dynamic: Management principles are continually evolving and being adapted in response
to changes in the business environment.

Since all the given options correctly describe the nature of management principles, the answer
is (D).

Step 3: Final Answer:
The principles of management are dynamic, flexible, and universal in nature.

Quick Tip

Management principles are not a set of hard-and-fast rules. Think of them as a toolkit
of general guidelines that must be applied creatively and adapted to the situation. This
implies they are flexible, dynamic, and universally relevant.

42. When was scientific management introduced ?

(A) 1913
(B) 1832
(C) 1903
(D) 1923
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Correct Answer: (A) 1913

Solution:

Step 1: Understanding the Concept:
The question asks to identify the period when the concept of Scientific Management was intro-
duced.

Step 2: Detailed Explanation:
Scientific Management is a theory of management that analyzes and synthesizes workflows,
with the main objective of improving economic efficiency, especially labor productivity. It was
pioneered by Frederick Winslow Taylor.

• F.W. Taylor began his experiments in the 1880s and 1890s.

• He presented his ideas in his paper ”Shop Management” in 1903.

• His most influential and famous work, the book ”The Principles of Scientific Man-
agement,” was published in 1911.

The period around the publication of his book is considered the formal introduction of the
theory to a wider audience. The year 1913 falls squarely in this era of its introduction and
popularization. While 1903 is also a significant date, 1913 represents the peak of its introduc-
tion phase. Given the options, 1913 is a very appropriate answer.

Step 3: Final Answer:
Scientific management was introduced in the early 20th century, with key publications in 1903
and 1911. The year 1913 represents the period when the movement was being widely dissemi-
nated.

Quick Tip

Associate F.W. Taylor and Scientific Management with the first two decades of the 20th
century (1900-1920). Key dates are 1903 (”Shop Management”) and 1911 (”The Princi-
ples of Scientific Management”).

43. Liberalisation policy in India has been

(A) Successful
(B) Unsuccessful
(C) Total failure
(D) None of these
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Correct Answer: (A) Successful

Solution:

Step 1: Understanding the Concept:
The question asks to evaluate the outcome of the liberalization policy initiated in India in
1991. Liberalization involved reducing government regulations and opening up the economy to
private and foreign investment.

Step 2: Detailed Explanation:
The economic liberalization in India, part of the New Economic Policy of 1991, has been widely
regarded as successful. The key impacts include:

• High Economic Growth: India’s GDP growth rate accelerated significantly in the post-
liberalization era.

• Increase in Foreign Investment: The opening up of the economy attracted substantial
Foreign Direct Investment (FDI).

• Growth of the Private Sector: The policy ended the ”License Raj,” allowing the pri-
vate sector to flourish and compete.

• Control of Inflation and Fiscal Deficit: Over time, the reforms helped in managing
inflation and reducing the fiscal deficit.

While there have been challenges and criticisms, the overall consensus among economists is
that the policy has been a major success in transforming the Indian economy.

Step 3: Final Answer:
The liberalization policy in India has been largely successful in boosting economic growth and
integrating India with the global economy.

Quick Tip

When assessing major economic policies like liberalization in India, the general academic
and practical consensus points to success, despite some negative consequences. Focus on
the big picture, such as GDP growth and increased foreign investment.

44. Which of the following is an example of social environment ?

(A) Money supply in the economy
(B) Consumer Protection Act
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(C) Constitution of country
(D) Composition of family

Correct Answer: (D) Composition of family

Solution:

Step 1: Understanding the Concept:
The business environment is composed of several dimensions: Economic, Social, Technological,
Political, and Legal. The question asks to identify an element of the social environment.

Step 2: Detailed Explanation:
Let’s analyze the options:

• Money supply in the economy (A): This is a factor of the Economic Environment.

• Consumer Protection Act (B): This is an act of parliament, making it a part of the
Legal Environment.

• Constitution of country (C): This is the fundamental law of the land, placing it in the
Political and Legal Environment.

• Composition of family (D): The social environment includes the customs, traditions,
values, beliefs, and demographic features of society. The structure and composition of
families (e.g., nuclear vs. joint families), family values, and lifestyle trends are core com-
ponents of the social environment.

Step 3: Final Answer:
The composition of the family is an example of the social environment as it relates to the
structure and customs of society.

Quick Tip

To distinguish between the dimensions of the business environment, remember these key-
words: Social (customs, values, society), Economic (money, income, markets), Legal
(laws, courts), Political (government, stability), Technological (innovation, methods).

45. Economic environment of business is influenced by

(A) Economic policy
(B) Economic system
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(C) Economic development
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks to identify the factors that influence the economic environment of a business.
The economic environment consists of economic factors that affect business operations.

Step 2: Detailed Explanation:
The economic environment is shaped by a combination of factors at the national and interna-
tional level.

• Economic policy (A): Government policies such as fiscal policy (taxation, government
spending) and monetary policy (interest rates, money supply) have a direct impact on
business.

• Economic system (B): The type of economic system (e.g., capitalist, socialist, mixed)
determines the role of the private sector and the government in the economy, which fun-
damentally influences business.

• Economic development (C): The stage of economic development, indicated by factors
like GDP, per capita income, and infrastructure, affects the demand for goods and services
and the overall business climate.

All these elements are integral components of the economic environment.

Step 3: Final Answer:
The economic environment is influenced by the country’s economic policy, economic system,
and stage of economic development.

Quick Tip

The economic environment is a broad concept. When you see options that cover major
economic aspects like policy, systems, and development stages, and an ”All of these”
option is available, it is very likely the correct answer.

46. Planning is
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(A) Goal-oriented
(B) Objective-oriented
(C) Mental process
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks for the characteristics of the management function of planning.

Step 2: Detailed Explanation:
Planning is the primary function of management and has several key features:

• Goal-oriented / Objective-oriented (A, B): Planning is always done with an end
purpose. It begins with the setting of goals and objectives, and all plans are directed
towards achieving them. These terms are often used interchangeably.

• Mental process (C): Planning is an intellectual activity that involves thinking, fore-
sight, imagination, and sound judgment. It requires managers to make decisions based on
logical and rational thinking rather than guesswork. It is a process of thinking before doing.

Since all the given options are fundamental characteristics of planning, the correct answer is (D).

Step 3: Final Answer:
Planning is a goal-oriented and objective-oriented activity that is fundamentally a mental pro-
cess.

Quick Tip

Remember the key features of planning: it’s primary, pervasive, continuous, futuristic,
involves decision making, and is a mental exercise. Any of these could appear in a
question.

47. Which of the following is not a limitation of planning ?

(A) Rigidity
(B) Wastage of time
(C) Basis of control
(D) Huge cost
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Correct Answer: (C) Basis of control

Solution:

Step 1: Understanding the Concept:
The question asks to identify which of the given options is a feature or benefit of planning,
rather than a limitation.

Step 2: Detailed Explanation:
Let’s analyze each option:

• Rigidity (A): This is a limitation. Once plans are made, managers may be reluctant to
change them even if circumstances change, which can lead to inflexibility.

• Wastage of time (B): This is a limitation. The planning process can be very time-
consuming, and there may not be enough time to implement the plans.

• Huge cost (D): This is a limitation. Planning can be an expensive process due to the
costs of gathering information, conducting analysis, and paying experts.

• Basis of control (C): This is a key importance or benefit of planning, not a limita-
tion. Planning provides the standards and objectives against which actual performance is
measured and evaluated in the controlling function. Without planning, there is no basis
for control.

Step 3: Final Answer:
”Basis of control” is an importance of planning, not a limitation.

Quick Tip

To answer ”which is not...” questions, carefully evaluate each option. Three options
will share a common theme (in this case, limitations/disadvantages), while one will be
different (an advantage/feature).

48. Planning is

(A) Necessary
(B) Unnecessary
(C) Wastage of time
(D) Wastage of money

45



Correct Answer: (A) Necessary

Solution:

Step 1: Understanding the Concept:
The question asks about the fundamental role of planning in management.

Step 2: Detailed Explanation:
Planning is the first and foremost function of management. It involves setting objectives and
determining a course of action to achieve them.

• Necessary (A): Without planning, the activities of an organization would be chaotic and
directionless. It provides the foundation for all other management functions (organizing,
staffing, directing, controlling). Therefore, it is absolutely necessary for any organized
effort.

• Unnecessary (B): This is incorrect. No goal-oriented activity can succeed without plan-
ning.

• Wastage of time (C) and Wastage of money (D): While it is true that planning can
be time-consuming and costly (these are its limitations), these are side effects of a crucial
process. Calling it a ”wastage” implies it has no value, which is false. The benefits of a
good plan far outweigh the costs.

Step 3: Final Answer:
Planning is a necessary and primary function of management.

Quick Tip

Don’t confuse the limitations of a process with the process’s fundamental nature. While
planning costs time and money, its role is indispensable, making it ’necessary’.

49. Budget refers to

(A) planned target of performance
(B) use of handling future activities
(C) systematic action
(D) statement of expected results expressed in numerical terms

Correct Answer: (D) statement of expected results expressed in numerical terms

Solution:
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Step 1: Understanding the Concept:
The question asks for the definition of a budget. A budget is a type of plan.

Step 2: Detailed Explanation:
A budget is a formal plan that quantifies an organization’s objectives for a specific future pe-
riod. Let’s analyze the options:

• (A), (B), and (C) are all related to planning but are too general. A plan can be a target,
a way to handle future activities, or a systematic action.

• (D) statement of expected results expressed in numerical terms: This is the
precise and universally accepted definition of a budget. The key elements are that it’s a
”statement of expected results” (a plan) and it is ”expressed in numerical terms” (quantita-
tive). For example, a sales budget is expressed in currency and/or units, and a production
budget is expressed in units.

Step 3: Final Answer:
A budget is a statement of expected results expressed in numerical terms.

Quick Tip

The keyword for a budget is ”quantitative” or ”numerical terms”. Any definition of a
budget must include this aspect.

50. The planning is ............. step of management.

(A) First
(B) Medium
(C) Last
(D) Optional

Correct Answer: (A) First

Solution:

Step 1: Understanding the Concept:
The question asks about the position of planning in the sequence of management functions.

Step 2: Detailed Explanation:
Management is a process consisting of a series of interrelated functions. The generally accepted
sequence is:
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1. Planning: Setting objectives and deciding the course of action.

2. Organizing: Arranging resources and activities to implement the plan.

3. Staffing: Recruiting and placing the right people in the jobs.

4. Directing: Guiding and motivating the employees.

5. Controlling: Monitoring performance and ensuring it conforms to the plan.

As seen from the sequence, planning is the primary or first function. All other functions are
performed within the framework of the plans laid out.

Step 3: Final Answer:
Planning is the first step of management.

Quick Tip

Remember that planning has ”primacy” among management functions. You cannot
organize, direct, or control without first having a plan.

51. In a business enterprise controlling is needed

(A) at the time of establishment of business
(B) at the time of operation of business
(C) at the end of the year
(D) continuously

Correct Answer: (D) continuously

Solution:

Step 1: Understanding the Concept:
The question asks about the timing and frequency of the controlling function in a business.

Step 2: Detailed Explanation:
Controlling is the management function of monitoring organizational performance towards the
attainment of organizational goals. It is not a one-time activity.

• While control mechanisms are needed at establishment (A), during operation (B), and at
year-end (C), these are just specific points in time.
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• An effective control system works continuously (D). Managers must constantly monitor
performance, identify deviations from the plan, and take corrective action as and when
needed. Waiting until the end of the year would be too late to fix problems. Therefore,
controlling is an ongoing, dynamic process.

Step 3: Final Answer:
In a business enterprise, controlling is needed continuously.

Quick Tip

Core management functions like planning and controlling are continuous processes, not
discrete events. A business must always be planning for the future and controlling its
present activities.

52. Controlling is the ............. function of management.

(A) first
(B) second
(C) third
(D) last

Correct Answer: (D) last

Solution:

Step 1: Understanding the Concept:
This question asks for the position of the controlling function in the linear sequence of man-
agement functions.

Step 2: Detailed Explanation:
As established in the solution for question 50, the sequence of management functions is Plan-
ning, Organizing, Staffing, Directing, and Controlling.

• Planning is the first function.

• Controlling is the function that comes at the end of the process. It measures the results
of the other functions against the standards set during planning.

It is important to note that while it is the last function in the sequence, it also provides feedback
that initiates a new planning cycle, making management a continuous loop. However, in the
linear sequence, it is considered the last.
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Step 3: Final Answer:
Controlling is the last function of management in the process sequence.

Quick Tip

Think of the management process as a cycle: Plan -¿ Do -¿ Check -¿ Act. ’Planning’ is
the start, and ’Controlling’ (Check) is the final step before the cycle repeats.

53. Effective controlling is

(A) Static
(B) Pre-determined
(C) Dynamic
(D) All of these

Correct Answer: (C) Dynamic

Solution:

Step 1: Understanding the Concept:
The question asks for a key characteristic of an *effective* control system.

Step 2: Detailed Explanation:

• Static (A): A static or rigid control system would be ineffective because the business envi-
ronment is constantly changing. A system that cannot adapt will quickly become obsolete.

• Pre-determined (B): While the *standards* used in controlling are pre-determined dur-
ing the planning phase, the control process itself should not be rigid. This option describes
the standards, not the nature of the control system.

• Dynamic (C): An effective control system must be dynamic. This means it should be
flexible enough to adjust to changes in the environment, organizational goals, and unfore-
seen challenges. It should be reviewed and revised periodically to ensure its relevance and
effectiveness.

• All of these (D): This is incorrect because ’Static’ is the opposite of what an effective
control system should be.

Step 3: Final Answer:
Effective controlling must be dynamic to adapt to the changing business environment.
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Quick Tip

In management, any process described as ”effective” is almost always ”dynamic” and
”flexible,” not ”static” or ”rigid.” Businesses operate in a changing world, and their
management systems must reflect this.

54. Control is a ............. managerial function.

(A) compulsory
(B) necessary
(C) optional
(D) none of these

Correct Answer: (B) necessary

Solution:

Step 1: Understanding the Concept:
The question asks to classify the nature of the controlling function within management. Control
is a fundamental part of the management process, alongside planning, organizing, staffing, and
directing.

Step 2: Detailed Explanation:

• Compulsory vs. Necessary: While very similar, ’necessary’ implies that the function
is essential for achieving a purpose. ’Compulsory’ can imply that it is required by an
external rule. In the context of management functions, they are performed because they
are essential for organizational success. Without control, management cannot know if its
plans are being achieved or take corrective action. Thus, it is a necessary component of
the management cycle.

• Optional (C): Controlling is not optional. An organization without a control system
would be unable to track its progress or correct its mistakes.

Therefore, ’necessary’ is the most accurate description of the control function’s inherent impor-
tance to management.

Step 3: Final Answer:
Control is a necessary managerial function as it is essential for ensuring that organizational
objectives are met.
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Quick Tip

All five core functions of management (Planning, Organizing, Staffing, Directing, and
Controlling) are considered fundamental and necessary for any organization to succeed.
None of them are optional.

55. An efficient control system helps to

(A) accomplish organisational objectives
(B) boost employees morale
(C) judge accuracy of standards
(D) all of these

Correct Answer: (D) all of these

Solution:

Step 1: Understanding the Concept:
The question asks about the benefits or purposes of an efficient control system.

Step 2: Detailed Explanation:
An efficient control system provides multiple benefits to an organization:

• Accomplish organisational objectives (A): This is the primary purpose of control. It
measures progress towards goals and helps in taking corrective actions to ensure that the
objectives are achieved.

• Boost employees morale (B): A good control system provides clear standards of per-
formance and provides employees with feedback about their work. When implemented
fairly and constructively, it can motivate employees and boost their morale.

• Judge accuracy of standards (C): By comparing actual performance with pre-set stan-
dards, managers can determine if the standards are realistic. If deviations are consistent,
it may indicate that the standards themselves need to be revised.

Since an efficient control system contributes to all these aspects, the correct answer is (D).

Step 3: Final Answer:
An efficient control system helps in accomplishing objectives, boosting employee morale, and
judging the accuracy of standards.
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Quick Tip

Think of an effective control system as a navigation tool. It not only tells you if you’re on
course to your destination (objective) but also helps you check if your map (standards)
is accurate and keeps the crew (employees) informed and motivated.

56. The source of fixed capital is not

(A) Issue of debentures
(B) Issue of shares
(C) Creditors
(D) Loan from IFCI

Correct Answer: (C) Creditors

Solution:

Step 1: Understanding the Concept:
The question asks to identify which option is NOT a source of fixed capital. Fixed capital refers
to the long-term funds used to acquire fixed assets like land, buildings, and machinery.

Step 2: Detailed Explanation:

• Issue of debentures (A): Debentures are long-term debt instruments, making them a
primary source of fixed capital.

• Issue of shares (B): Equity shares provide permanent capital to the company and are a
major source of funds for fixed assets.

• Loan from IFCI (D): Loans from financial institutions like the Industrial Finance Cor-
poration of India are typically long-term loans intended for capital expenditure, thus a
source of fixed capital.

• Creditors (C): This usually refers to trade creditors, who supply goods or services on
credit. This credit is short-term (usually a few weeks or months) and is used to finance
current assets (like inventory). It is a source of working capital, not fixed capital.

Step 3: Final Answer:
Creditors are a source of short-term working capital, not long-term fixed capital.
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Quick Tip

Remember the basic rule: Long-term assets (fixed assets) should be financed with long-
term funds (fixed capital), while short-term assets (current assets) are financed with
short-term funds (working capital).

57. Modern approach of financial management is

(A) procurement of funds
(B) utilisation of funds
(C) both (A) and (B)
(D) none of these

Correct Answer: (C) both (A) and (B)

Solution:

Step 1: Understanding the Concept:
The question compares the modern approach to financial management with the traditional one.

Step 2: Detailed Explanation:

• Traditional Approach: Focused narrowly on the procurement of funds (A), i.e.,
raising money from various sources, especially for long-term needs.

• Modern Approach: Takes a broader view. It is concerned not only with the procure-
ment of funds but also with their effective and efficient utilisation of funds (B). This
involves investment decisions (where to put the money) and dividend decisions (how to
distribute the profits).

Thus, the modern approach covers both raising and using funds to maximize the value of the
firm.

Step 3: Final Answer:
The modern approach to financial management includes both the procurement and the utilisa-
tion of funds.

Quick Tip

Think of the difference this way: Traditional Finance = ”How do we get money?”. Mod-
ern Finance = ”How do we get money, AND how do we use it wisely?”.
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58. Main function(s) of financial management is/are

(A) Financial planning
(B) Procurement of funds
(C) Allocation of net profit
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks to identify the key functions performed under financial management.

Step 2: Detailed Explanation:
Financial management involves several crucial functions to manage the financial resources of
an organization effectively:

• Financial planning (A): This involves estimating the firm’s capital requirements and
determining its capital structure. It’s the blueprint for the company’s financial future.

• Procurement of funds (B): This is the financing decision, which involves selecting the
sources of funds (e.g., equity, debt) and raising the required capital.

• Allocation of net profit (C): This is the dividend decision, where management decides
how much of the profit should be distributed to shareholders as dividends and how much
should be retained for future investment.

All these are core, indispensable functions of financial management.

Step 3: Final Answer:
Financial planning, procurement of funds, and allocation of net profit are all main functions of
financial management.

Quick Tip

Remember the three major decisions in financial management: Investment (use of
funds), Financing (procurement of funds), and Dividend (allocation of profit). Fi-
nancial planning underpins all of these.
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59. Financial manager takes decision as to

(A) Financial
(B) Investment
(C) Dividend
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
This question asks to identify the key decision-making areas for a financial manager.

Step 2: Detailed Explanation:
The entire scope of financial management can be broken down into three fundamental decisions
that a financial manager must make to maximize shareholder wealth:

1. Investment Decision (B): This relates to the selection of assets in which funds will be
invested by the firm. It is the most crucial decision and involves capital budgeting.

2. Financial Decision (A): This relates to determining the optimal mix of debt and equity
for financing the firm’s investments. It is also known as the capital structure decision.

3. Dividend Decision (C): This relates to determining how much of the firm’s after-tax
profit is to be distributed to shareholders and how much is to be retained in the business
for growth.

Step 3: Final Answer:
A financial manager takes financial, investment, and dividend decisions.

Quick Tip

These three decisions—Investment, Financing, and Dividend—are the pillars of corporate
finance. Almost every topic in financial management can be categorized under one of
these three decisions.

60. Financial management is

(A) Art
(B) Science
(C) Both art and science
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(D) None of these

Correct Answer: (C) Both art and science

Solution:

Step 1: Understanding the Concept:
The question asks about the nature of financial management, specifically whether it is an art
or a science.

Step 2: Detailed Explanation:

• Financial Management as a Science: It is considered a science because it has a sys-
tematic body of knowledge consisting of well-defined principles, theories, and techniques
(e.g., time value of money, capital budgeting models, ratio analysis). It provides a struc-
tured and analytical framework for decision making.

• Financial Management as an Art: It is an art because the application of these princi-
ples and techniques requires skill, judgment, intuition, and creativity. A financial manager
must make decisions in a dynamic and uncertain environment, which requires more than
just mechanical application of formulas.

Since it combines a structured body of knowledge with the skillful application of that knowl-
edge, financial management is both a science and an art.

Step 3: Final Answer:
Financial management is both an art and a science.

Quick Tip

For most management disciplines (general management, financial management, market-
ing), when asked if it’s an art or a science, the correct answer is almost always ”both”.

61. Traditional approach of financial management was discarded during

(A) 1910-20
(B) 1920-30
(C) 1930-40
(D) 1940-50

Correct Answer: (C) 1930-40
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Solution:

Step 1: Understanding the Concept:
The question asks to identify the period when the traditional approach to financial management
started to be discarded or replaced by the modern approach.

Step 2: Detailed Explanation:
The traditional approach, which focused mainly on raising long-term funds, was prevalent in
the early 20th century. The major turning point that exposed its limitations was the Great
Depression of the 1930s.

• During the 1930-40 decade, widespread business failures and bankruptcies shifted the
focus of finance from just raising capital for expansion to issues of liquidity, survival, and
reorganization.

• This period highlighted the importance of defensive financial management and working
capital management, which were neglected by the traditional approach. This began the
transition towards a more analytical and comprehensive view of financial management.
The shift was further consolidated in the subsequent decades.

Step 3: Final Answer:
The process of discarding the traditional approach of financial management began in earnest
during the 1930-40s, spurred by the challenges of the Great Depression.

Quick Tip

Associate the decline of the traditional approach in finance with the Great Depression
(1930s). Major economic crises often lead to fundamental shifts in management and
economic theories.

62. Feature of sound financial planning is

(A) Simplicity
(B) Liquidity
(C) Economy
(D) All of these

Correct Answer: (D) All of these

Solution:
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Step 1: Understanding the Concept:
The question asks for the characteristics or essential features of a good financial plan.

Step 2: Detailed Explanation:
A sound financial plan is crucial for the success of any business. Its key features include:

• Simplicity (A): A financial plan should be simple and easy to understand so that it can
be implemented effectively. Unnecessary complexity should be avoided.

• Liquidity (B): The plan must ensure that the company maintains sufficient cash and
liquid assets to meet its short-term obligations and day-to-day expenses.

• Economy (C): The plan should aim to raise capital at the lowest possible cost. It should
be economical. Another related feature is flexibility, meaning the plan can be adapted to
changing conditions.

Since all the listed options are desirable features of a sound financial plan, the correct answer
is (D).

Step 3: Final Answer:
Simplicity, liquidity, and economy are all features of sound financial planning.

Quick Tip

When evaluating features of a ”sound” or ”good” plan (financial or otherwise), look for
positive, practical attributes like simplicity, flexibility, economy, and foresight.

63. Determinant of working capital is

(A) size of enterprise
(B) period of manufacturing process
(C) availability of raw material
(D) all of these

Correct Answer: (D) all of these

Solution:

Step 1: Understanding the Concept:
The question asks to identify the factors that determine the amount of working capital a busi-
ness needs. Working capital is the capital required for day-to-day operations.
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Step 2: Detailed Explanation:
The working capital requirement of a firm is influenced by many factors:

• Size of enterprise (A): Larger businesses generally have higher sales and larger-scale
operations, which necessitate a greater amount of working capital compared to smaller
businesses.

• Period of manufacturing process (B): This is a key part of the operating cycle. The
longer it takes to convert raw materials into finished goods, the more capital is tied up in
work-in-progress, thus increasing the need for working capital.

• Availability of raw material (C): If raw materials are scarce or their supply is un-
reliable, a company may need to hold larger inventories as a buffer. This increases the
working capital requirement.

All these factors have a direct impact on a company’s working capital needs.

Step 3: Final Answer:
The size of the enterprise, the length of the manufacturing process, and the availability of raw
materials are all determinants of working capital.

Quick Tip

Think of working capital as the ”lifeblood” of a business. Factors like the nature of the
business, scale of operations, operating cycle length, and credit policies all affect how
much of this lifeblood is needed.

64. Fixed capital is required

(A) For payment of routine expenses
(B) For purchase of land
(C) For purchase of stock
(D) For payment to creditors

Correct Answer: (B) For purchase of land

Solution:

Step 1: Understanding the Concept:
The question asks to identify the purpose for which fixed capital is used. Fixed capital is long-
term capital used to acquire long-term assets.
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Step 2: Detailed Explanation:

• Payment of routine expenses (A): Daily or routine expenses like salaries, rent, and
utility bills are operational costs financed by working capital.

• Purchase of land (B): Land is a fixed asset (a long-term asset). The funds required to
purchase such assets are referred to as fixed capital.

• Purchase of stock (C): Stock (inventory) is a current asset. It is financed by working
capital.

• Payment to creditors (D): Creditors are a current liability, and payments to them are
part of the working capital cycle.

Step 3: Final Answer:
Fixed capital is required for the purchase of fixed assets, such as land.

Quick Tip

Fixed Capital for Fixed Assets. Working Capital for Current Assets and Current Liabil-
ities. This simple rule helps solve many related questions.

65. The determinant of bonus decision is

(A) Amount of profit
(B) Liquidity of funds
(C) Age of the company
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks for the factors that influence a company’s decision to issue a bonus. A bonus
can refer to bonus shares (stock dividend) or a cash bonus to employees. The factors are largely
similar and relate to the company’s financial health and stability.

Step 2: Detailed Explanation:
Several factors are considered before making a bonus decision:
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• Amount of profit (A): The primary requirement for any bonus is the availability of
sufficient profits. Bonus shares are paid out of accumulated profits and reserves. Cash
bonuses are paid from current profits.

• Liquidity of funds (B): A strong cash position (liquidity) is crucial, especially for cash
bonuses. Even for bonus shares, a healthy liquidity position indicates financial stability,
making the company more comfortable with such decisions.

• Age of the company (C): Mature, well-established companies are more likely to have
a long history of stable profits and large accumulated reserves, making them better candi-
dates for issuing bonuses compared to younger, growing companies that need to reinvest
all their profits.

All these factors play a role in the decision-making process.

Step 3: Final Answer:
The decision to issue a bonus is determined by the amount of profit, the liquidity of funds, and
the age of the company, among other factors.

Quick Tip

Decisions about profit distribution (like dividends and bonuses) are always influenced
by three key things: Profitability (Do we have the money?), Liquidity (Do we have the
cash?), and Stability/Growth Prospects (Should we pay it out or reinvest it?).

66. Who controls the money market in India ?

(A) Finance Department
(B) RBI
(C) Financial Institutions
(D) SEBI

Correct Answer: (B) RBI

Solution:

Step 1: Understanding the Concept:
The question asks to identify the main regulator of the money market in India. The money
market deals with short-term borrowing and lending.

Step 2: Detailed Explanation:
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• Finance Department (Ministry of Finance): Sets the overall fiscal policy for the
country but does not directly regulate the day-to-day functioning of the money market.

• RBI (Reserve Bank of India): As India’s central bank, the RBI has the primary re-
sponsibility for regulating and controlling the money market. It manages liquidity, sets
key interest rates (like the repo rate), and oversees the participants (primarily banks).

• Financial Institutions: These are participants in the money market (e.g., banks, mutual
funds), not regulators.

• SEBI (Securities and Exchange Board of India): SEBI is the regulator for the cap-
ital market, which deals with long-term funds (stocks, bonds, debentures).

Step 3: Final Answer:
The Reserve Bank of India (RBI) controls the money market in India.

Quick Tip

Remember the division of responsibility: RBI regulates the Money Market (short-
term funds). SEBI regulates the Capital Market (long-term funds).

67. Which is the main problem of money market ?

(A) Lack of capital
(B) Hundi
(C) Lack of market
(D) None of these

Correct Answer: (A) Lack of capital

Solution:

Step 1: Understanding the Concept:
The question asks to identify a major problem of the money market, particularly in the context
of India.

Step 2: Detailed Explanation:
The Indian money market has several structural issues, though it has developed significantly
over the years.
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• Hundi (B): Hundi is an indigenous financial instrument. The existence of a large unorga-
nized sector that uses instruments like hundis is a feature that leads to a lack of integration,
but Hundi itself is not the problem.

• Lack of market (C): This is vague. While certain segments of the market (like the
commercial bill market) may be underdeveloped, it’s not accurate to say there’s a ”lack
of market” overall.

• Lack of capital (A): This refers to the shortage of funds in the market. The Indian
money market often faces seasonal shortages of funds, leading to high volatility in interest
rates. During the busy agricultural season, the demand for short-term credit increases,
often creating a scarcity of capital. This is considered one of the significant structural
problems.

Step 3: Final Answer:
A main problem of the Indian money market is the seasonal shortage of funds, which can be
described as a lack of capital.

Quick Tip

Key historical problems of the Indian Money Market include the dichotomy between
organized and unorganized sectors, lack of an integrated interest rate structure, and
seasonal stringency (shortage) of funds. ”Lack of capital” is the best fit among the given
options to represent this shortage.

68. Money market deals in

(A) Short-term funds
(B) Medium-term funds
(C) Long-term funds
(D) None of these

Correct Answer: (A) Short-term funds

Solution:

Step 1: Understanding the Concept:
The question asks to identify the type of funds the money market deals with. Financial markets
are broadly divided into the money market and the capital market based on the maturity of
the financial instruments.

Step 2: Detailed Explanation:
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• Money Market: This is the market for borrowing and lending of short-term funds. The
maturity period of instruments in the money market is generally up to one year. Exam-
ples include Treasury Bills, Commercial Paper, and Certificates of Deposit. Its primary
function is to provide liquidity.

• Capital Market: This is the market for medium-term and long-term funds. It deals with
financial instruments with a maturity of more than one year, such as shares and debentures.

Step 3: Final Answer:
The money market deals exclusively in short-term funds with a maturity of up to one year.

Quick Tip

A simple way to remember: Money Market = Short-term (up to 1 year). Capital
Market = Long-term (more than 1 year).

69. The number of stock exchanges in India at present is

(A) 21
(B) 23
(C) 24
(D) none of these

Correct Answer: (B) 23

Solution:

Step 1: Understanding the Concept:
This is a factual question about the number of recognized stock exchanges in India. It’s im-
portant to note that this number has changed over time.

Step 2: Detailed Explanation:
For a long period, especially in the late 1990s and early 2000s, there were 23 recognized stock
exchanges in India, including the Bombay Stock Exchange (BSE), the National Stock Exchange
(NSE), and various regional stock exchanges.
However, due to SEBI’s regulations regarding minimum net worth and turnover, many regional
stock exchanges have ceased operations or been de-recognized.
As of the current date, the number of recognized stock exchanges is much lower (currently 7,
including BSE, NSE, MSEI, etc.).
Given the options, this question is from an older examination paper when the number was
indeed 23. Therefore, in the context of this specific paper, 23 is the correct answer.
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Step 3: Final Answer:
At the time this question paper was likely set, there were 23 recognized stock exchanges in India.

Quick Tip

For factual questions like this, be aware that the correct answer can change over time.
If you encounter such a question in a modern exam, the answer would be the current
number. For older papers, you must answer based on the context of that era.

70. Capital market deals in

(A) Short-term funds
(B) Medium-term funds
(C) Long-term funds
(D) None of these

Correct Answer: (C) Long-term funds

Solution:

Step 1: Understanding the Concept:
The question asks to identify the type of funds the capital market deals with. This is the
counterpart to the money market.

Step 2: Detailed Explanation:

• Capital Market: This is the segment of the financial market where long-term funds are
raised and invested. It deals with securities having a maturity period of more than one
year. It includes both the primary market (new issues) and the secondary market (trading
of existing securities like stocks and bonds).

• Short-term funds (A): These are dealt with in the money market.

• Medium-term funds (B): While sometimes considered a separate category, medium-
term funds (typically 1-5 years) are generally grouped under the capital market. The
option ’Long-term funds’ is the most comprehensive and standard answer.

Step 3: Final Answer:
The capital market is the market for medium and long-term funds. Out of the given options,
’Long-term funds’ is the most appropriate answer.
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Quick Tip

Remember the distinction: Money Market = Short-term liquidity. Capital Market =
Long-term investment and capital formation.

71. The birthplace of concept of marketing management is

(A) England
(B) America
(C) France
(D) Japan

Correct Answer: (B) America

Solution:

Step 1: Understanding the Concept:
This is a knowledge-based question about the origin of modern marketing management con-
cepts.

Step 2: Detailed Explanation:
While trade and selling have existed for centuries, the formal discipline of marketing manage-
ment, with its structured concepts like the marketing mix, market segmentation, and consumer
orientation, largely developed in the United States during the 20th century.
American companies were among the first to move from a production-oriented to a market-
oriented approach, and American academics like Philip Kotler, Peter Drucker, and Theodore
Levitt were instrumental in shaping the field.

Step 3: Final Answer:
The birthplace of the modern concept of marketing management is considered to be America
(the United States).

Quick Tip

For questions about the origins of modern management and marketing theory, the United
States is often the correct answer, as much of the foundational academic work and cor-
porate application occurred there in the post-industrial era.

72. Consumer Protection Act is effective in India from

(A) 1986
(B) 1987
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(C) 1988
(D) None of these

Correct Answer: (B) 1987

Solution:

Step 1: Understanding the Concept:
The question asks for the year the Consumer Protection Act, 1986, came into effect in India.

Step 2: Detailed Explanation:
The Consumer Protection Act was a landmark piece of legislation. There are two key dates
associated with it:

• Enactment Date: The Act was passed by the Parliament and received the President’s
assent on December 24, 1986.

• Effective Date (Commencement Date): The provisions of the Act were brought into
force in stages. The main provisions came into effect on April 15, 1987.

Since the question asks when the Act became ”effective,” the correct answer is 1987.

Step 3: Final Answer:
The Consumer Protection Act, 1986, became effective from the year 1987.

Quick Tip

Be careful to distinguish between the year an Act is passed (enacted) and the year it
becomes effective (commences). For the original CPA, it’s Passed: 1986, Effective: 1987.
(Note: This Act has been replaced by the Consumer Protection Act, 2019).

73. Under the Consumer Protection Act, complainant means

(A) Consumer
(B) State Government
(C) Central Government
(D) All of these

Correct Answer: (D) All of these

Solution:
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Step 1: Understanding the Concept:
The question asks to identify who can be a ”complainant” under the Consumer Protection Act.

Step 2: Detailed Explanation:
The definition of a ”complainant” under the Consumer Protection Act (both the 1986 Act and
the newer 2019 Act) is quite broad. It includes:

• A consumer to whom goods are sold or services provided.

• Any recognised voluntary consumer association.

• The Central Government or any State Government.

• One or more consumers, where there are numerous consumers having the same interest.

• In case of death of a consumer, their legal heir or representative.

Since a consumer, the State Government, and the Central Government are all explicitly in-
cluded in the definition, the correct answer is ”All of these”.

Step 3: Final Answer:
Under the Consumer Protection Act, a complainant can be a consumer, the State Government,
or the Central Government.

Quick Tip

The scope of who can file a complaint under the Consumer Protection Act is very wide
to ensure broad protection. It’s not limited to just the individual consumer.

74. District Forum can settle disputes

(A) up to 5 lakhs
(B) up to 10 lakhs
(C) up to 15 lakhs
(D) up to 1 crore

Correct Answer: (B) up to 10 lakhs

Solution:
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Step 1: Understanding the Concept:
The question asks about the pecuniary jurisdiction (the monetary limit of the value of disputes)
of the District Forum under the Consumer Protection Act, 1986. This limit has been changed
over time.

Step 2: Detailed Explanation:
According to the Consumer Protection Act, District Forums are empowered to handle consumer
complaints involving amounts up to Rupees 10 lakhs. This means that any dispute where the
claim amount is Rupees 10 lakhs or less can be filed in a District Forum.

Step 3: Final Answer:
Upto 10 Lakh Rupees

Quick Tip

Always be aware of the latest amendments when studying legal topics. The pecuniary
jurisdiction under the Consumer Protection Act has changed multiple times. For the
CPA 1986, the final limit for the District Forum was 20 lakhs. For the new CPA 2019, it
is now 50 lakhs.

75. Non-government organisation working in India is

(A) Voice
(B) Common Cause
(C) Both (A) and (B)
(D) None of these

Correct Answer: (C) Both (A) and (B)

Solution:

Step 1: Understanding the Concept:
The question asks to identify the non-governmental organizations (NGOs) from the given op-
tions that work in India, particularly in the area of consumer rights and public interest.

Step 2: Detailed Explanation:

• Voice (Voluntary Organisation in Interest of Consumer Education): This is a
prominent consumer rights NGO based in New Delhi. It works on issues of consumer
protection, education, and advocacy.

• Common Cause: This is a well-known public interest organization (NGO) in India that
works on issues of governance, accountability, and public policy. While its scope is broader,
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it takes up causes that affect citizens, similar to a consumer rights group.

Since both are active NGOs in India, the correct option is (C).

Step 3: Final Answer:
Both Voice and Common Cause are non-governmental organisations working in India.

Quick Tip

It’s helpful to be familiar with the names of a few major consumer organizations and
NGOs in your country, as they are often used as examples in questions related to consumer
protection and social environment.

76. The machinery for settlement of consumer disputes is

(A) One-tier
(B) Three-tier
(C) Two-tier
(D) None of these

Correct Answer: (B) Three-tier

Solution:

Step 1: Understanding the Concept:
The question asks about the structure of the dispute resolution system established under the
Consumer Protection Act.

Step 2: Detailed Explanation:
The Consumer Protection Act (both the 1986 and 2019 versions) establishes a three-tier quasi-
judicial machinery for the redressal of consumer grievances. This structure is set up at different
geographical levels:

1. District Commission (formerly District Forum): At the district level.

2. State Commission: At the state level.

3. National Commission: At the national level.

A consumer can file a complaint at the appropriate level based on the value of the claim. There
is also a provision for appeal from a lower level to a higher level commission.
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Step 3: Final Answer:
The machinery for the settlement of consumer disputes is a three-tier system.

Quick Tip

Remember the three levels of the consumer dispute redressal machinery: District, State,
and National. This structure is a core feature of consumer protection law in India.

77. In India, Entrepreneurial Development Programme has been

(A) Successful
(B) Unsuccessful
(C) Need of improvement
(D) None of these

Correct Answer: (A) Successful

Solution:

Step 1: Understanding the Concept:
The question asks for an overall assessment of the Entrepreneurial Development Programmes
(EDPs) in India.

Step 2: Detailed Explanation:
Entrepreneurial Development Programmes are designed to identify, train, and support poten-
tial entrepreneurs. While there are always areas for improvement, the overall impact of these
programs in India is considered successful.

• They have contributed to the growth of small and medium enterprises (SMEs), which are
the backbone of the Indian economy.

• They have helped in generating employment and fostering a culture of innovation and
self-reliance.

• Government initiatives like Startup India, Make in India, and various training institutes
(like EDII) are evidence of a sustained and successful push towards entrepreneurship.

While option (C) ’Need of improvement’ is also true for any program, in the context of a general
evaluation, the program’s positive contributions lead to the classification of ’Successful’.
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Step 3: Final Answer:
Overall, the Entrepreneurial Development Programme in India has been successful in promot-
ing entrepreneurship and economic growth.

Quick Tip

For broad evaluative questions about major government initiatives in a growing economy,
the intended answer is often positive (’Successful’) unless there is widespread documented
failure of the program.

78. The attitude of Indian government machinery towards entrepreneurial devel-
opment programme is

(A) Destructive
(B) Negative
(C) Constructive
(D) Non-cooperative

Correct Answer: (C) Constructive

Solution:

Step 1: Understanding the Concept:
The question asks to characterize the attitude of the Indian government towards entrepreneur-
ship development.

Step 2: Detailed Explanation:
The Indian government, especially since economic liberalization, has actively promoted en-
trepreneurship. This is evident through:

• Policy Initiatives: Launching major programs like Startup India, Stand-Up India, and
Make in India.

• Financial Support: Creating schemes like MUDRA loans and various venture capital
funds to provide funding to new businesses.

• Institutional Support: Establishing and supporting institutions like the Entrepreneur-
ship Development Institute of India (EDII) and various incubation centers.

This proactive and supportive stance can be best described as constructive. The government
sees entrepreneurship as a key driver of economic growth and job creation. Options (A), (B),
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and (D) are contrary to the observed government actions.

Step 3: Final Answer:
The attitude of the Indian government machinery towards entrepreneurial development pro-
grams is constructive.

Quick Tip

When assessing government attitude towards key economic drivers like entrepreneurship,
look at the policies and schemes in place. In recent decades, the Indian government’s
approach has been clearly supportive and promotional.

79. Entrepreneurial Development Institute of India was established by

(A) Maharashtra Government
(B) Gujarat Government
(C) Madhya Pradesh Government
(D) Tamil Nadu Government

Correct Answer: (B) Gujarat Government

Solution:

Step 1: Understanding the Concept:
This is a factual question about the establishment of the Entrepreneurial Development Institute
of India (EDII).

Step 2: Detailed Explanation:
The Entrepreneurial Development Institute of India (EDII), an autonomous and non-profit in-
stitute, was set up in 1983. It was sponsored by apex financial institutions – namely the IDBI
Bank Ltd., IFCI Ltd., ICICI Bank Ltd., and State Bank of India (SBI). The Government of
Gujarat pledged twenty-three acres of land and provided financial support.
Among the given options of state governments, the Gujarat Government played a key role
by providing land and support, making it the correct choice in this context.

Step 3: Final Answer:
The Entrepreneurial Development Institute of India was established with the support of the
Gujarat Government and all-India financial institutions.

74



Quick Tip

Associate the Entrepreneurial Development Institute of India (EDII) with its location.
Since it is located in Ahmedabad, it makes sense that the Gujarat Government was a key
supporter in its establishment.

80. Entrepreneurial Development Institute of India is situated in

(A) Ahmedabad
(B) Mumbai
(C) New Delhi
(D) Chennai

Correct Answer: (A) Ahmedabad

Solution:

Step 1: Understanding the Concept:
This is a straightforward factual question asking for the location of the Entrepreneurial Devel-
opment Institute of India (EDII).

Step 2: Detailed Explanation:
The campus of the Entrepreneurial Development Institute of India (EDII) is located in Bhat,
Gandhinagar district, which is in the metropolitan area of Ahmedabad, Gujarat. Therefore,
among the given options, Ahmedabad is the correct location.

Step 3: Final Answer:
The Entrepreneurial Development Institute of India is situated in Ahmedabad.

Quick Tip

Remembering the locations of key national institutes is important for general knowledge
in business studies exams. EDII is a premier institute for entrepreneurship and is located
in Ahmedabad.

81. According to Koontz and O’Donnel, the main functions of management are

(A) 5
(B) 4
(C) 3
(D) none of these
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Correct Answer: (A) 5

Solution:

Step 1: Understanding the Concept:
The question asks for the number of main management functions as defined by Harold Koontz
and Cyril O’Donnel, who were prominent management theorists.
Their classification is one of the most widely accepted frameworks for understanding the pro-
cess of management.

Step 2: Detailed Explanation:
Koontz and O’Donnel, in their book ”Principles of Management: An Analysis of Managerial
Functions,” outlined five key functions of management. These functions form a continuous
process that managers perform to achieve organizational goals. The five functions are:
1. Planning: Deciding in advance what to do, how to do it, when to do it, and who is to do
it. It bridges the gap from where the organization is to where it wants to be.
2. Organizing: The process of identifying and grouping the work to be performed, defining
and delegating responsibility and authority, and establishing relationships for the purpose of
enabling people to work most effectively together in accomplishing objectives.
3. Staffing: Manning the organization structure through proper and effective selection, ap-
praisal, and development of personnel to fill the roles designed into the structure.
4. Directing (or Leading): This function involves influencing, guiding, supervising, and
motivating subordinates for the achievement of organizational goals. It is the action-oriented
part of management.
5. Controlling: The process of measuring actual performance against the standards, and
taking corrective action when necessary.

Step 3: Final Answer:
Based on the classification by Koontz and O’Donnel, there are five main functions of manage-
ment. Therefore, option (A) is the correct answer.

Quick Tip

Remember the acronym POSDC for Koontz and O’Donnel’s functions: Planning,
Organizing, Staffing, Directing, and Controlling. This is a fundamental concept in man-
agement studies and frequently appears in exams.

82. Coordination is established by

(A) Top level management
(B) Middle level management
(C) Lower level management
(D) None of these
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Correct Answer: (A) Top level management

Solution:

Step 1: Understanding the Concept:
Coordination is the process of integrating the activities of different units of an organization to
achieve organizational goals effectively. It is considered the essence of management. The ques-
tion asks which level of management is primarily responsible for establishing this coordination.

Step 2: Detailed Explanation:
While coordination is a function performed by all managers at all levels, the primary respon-
sibility for establishing the overall framework and policies for coordination rests with top-level
management. Here’s why:

• Top Level Management: Sets the overall goals and strategies for the entire organization.
They design the master plan and structure, ensuring that all departmental activities are
aligned with the main objectives. They create harmony and unity of direction across the
whole enterprise.

• Middle Level Management: Is responsible for coordinating the activities within their
specific departments and also with other departments. They act as a link between top and
lower management.

• Lower Level Management: Focuses on coordinating the activities of the workers at the
operational level to ensure that work is completed according to plans.

The fundamental responsibility for integrating all the parts of the organization into a cohesive
whole lies at the top. Top management ensures that there is a balance between the activities
of different departments.

Step 3: Final Answer:
Therefore, coordination is primarily established by top-level management, who set the direction
and framework for the entire organization.

Quick Tip

Think of coordination as conducting an orchestra. The conductor (Top Management)
ensures all the musicians (different departments and employees) play in harmony to
create a beautiful symphony (achieve organizational goals). While section leaders (Middle
Management) coordinate their groups, the overall coordination comes from the conductor.

83. In the nature of social responsibility of management applies the rule of

(A) ’Buyer beware’
(B) ’Seller beware’
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(C) Both (A) and (B)
(D) None of these

Correct Answer: (B) ’Seller beware’

Solution:

Step 1: Understanding the Concept:
The question relates the concept of social responsibility of management to two legal maxims:
’Buyer beware’ (Caveat Emptor) and ’Seller beware’ (Caveat Venditor). Social responsibility
refers to a business’s obligation to act in ways that serve both its own interests and the interests
of its stakeholders, including society at large.

Step 2: Detailed Explanation:

• ’Buyer beware’ (Caveat Emptor): This is a traditional principle where the buyer was
responsible for checking the quality and suitability of goods before a purchase is made.
The seller had no obligation to volunteer information about the product’s defects. This
principle puts the onus entirely on the consumer.

• ’Seller beware’ (Caveat Venditor): This is a modern principle that places the re-
sponsibility on the seller to ensure the product is safe and as described. It suggests that
sellers can and should be held responsible for the quality of their products.

The modern concept of social responsibility of management aligns with the principle of ’Seller
beware’. A socially responsible company is expected to be ethical, transparent, and account-
able. This includes:
- Providing safe and high-quality products.
- Disclosing all relevant information about the product.
- Handling consumer complaints and grievances fairly.
- Avoiding deceptive advertising.
This shift from ’buyer beware’ to ’seller beware’ is a direct result of increased consumer pro-
tection laws and a growing expectation for businesses to act responsibly.

Step 3: Final Answer:
The nature of social responsibility of management is consistent with the rule of ’Seller beware’,
where the onus is on the business to act ethically and responsibly towards the consumer.

Quick Tip

Remember that social responsibility moves beyond just profit-making. It involves ethical
conduct towards all stakeholders (employees, customers, society). The shift from Caveat
Emptor to Caveat Venditor reflects this evolution in business ethics.
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85. Management should find ’one best way’ to perform a task. Which principle of
scientific management is defined in this sentence ?

(A) Universal
(B) Flexible
(C) Absolute
(D) Behavioural

Correct Answer: (A) Universal

Solution:

Step 1: Understanding the Concept:
The phrase ”one best way” is a cornerstone of F.W. Taylor’s Scientific Management theory.
It advocates for using scientific methods, such as time and motion studies, to determine the
most efficient method for performing any given task, rather than relying on tradition or rule-
of-thumb. The question asks to classify this principle based on the given options.

Step 2: Detailed Explanation:
Let’s analyze the options in the context of the ”one best way” principle:

• (B) Flexible: This is incorrect. The idea of a single ”best way” is inherently rigid and
standardized, not flexible.

• (D) Behavioural: This is incorrect. The behavioural school of management focuses on
the psychological and social aspects of human behavior in organizations, which came later
as a reaction to the perceived mechanical nature of scientific management.

• (C) Absolute: While the principle seeks a definitive method, ’absolute’ might be too
strong a term. Management principles are generally not considered absolute laws like in
physics.

• (A) Universal: This is the most fitting option. Taylor believed that the principles of
scientific management, including the search for the ”one best way,” could and should be
applied to all kinds of work and in all types of organizations. The goal was to develop a uni-
versal science of management that would replace older, unscientific methods everywhere.
Therefore, the principle’s intended application is universal.

Step 3: Final Answer:
The principle of finding ’one best way’ is meant to be a universal approach, applicable to all
management situations to enhance efficiency. Therefore, ’Universal’ best describes the nature
of this principle among the given choices.
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Quick Tip

Associate F.W. Taylor and Scientific Management with key phrases like ”one best way,”
”time and motion studies,” ”differential piece-rate system,” and ”science, not rule of
thumb.” Understanding these core ideas will help you answer related questions quickly.

86. By scientific management workers

(A) are benefitted
(B) suffer loss
(C) are not affected
(D) none of these

Correct Answer: (A) are benefitted

Solution:

Step 1: Understanding the Concept:
The question asks about the intended effect of scientific management on workers. Scientific
management, as proposed by F.W. Taylor, aimed to increase productivity and efficiency for the
mutual benefit of both employers and employees.

Step 2: Detailed Explanation:
According to the theory of scientific management, workers were expected to benefit in several
ways:

• Higher Wages: Taylor advocated for a ”differential piece-rate system.” In this system,
a standard output was determined through scientific study. Workers who produced the
standard output or more were paid at a higher rate per piece, while those who produced
less were paid at a lower rate. This provided a direct financial incentive for workers to be
more productive.

• Reduced Fatigue: By finding the ”one best way” to perform a task, scientific manage-
ment aimed to eliminate unnecessary movements and reduce physical strain and fatigue,
making the work easier and safer.

• Training and Development: The theory emphasized selecting the right people for the
job and then providing them with proper training to perform their tasks efficiently, leading
to skill enhancement.

While critics argue that it led to monotony and dehumanization of work, the explicit goal and
core premise of the theory was that increased efficiency would lead to greater prosperity for
both the company (profits) and the workers (wages).

Step 3: Final Answer:
Therefore, according to the principles of scientific management, workers are intended to be
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benefitted, primarily through higher earnings.

Quick Tip

For exam purposes, unless a question specifically asks for criticisms of scientific manage-
ment, assume it’s asking about the intended theory. Taylor’s main argument was that
”maximum prosperity” for the employer could not exist without ”maximum prosperity”
for the employee.

87. By scientific management profits are

(A) Increased
(B) Reduced
(C) Not affected
(D) None of these

Correct Answer: (A) Increased

Solution:

Step 1: Understanding the Concept:
This question asks about the impact of applying scientific management principles on a com-
pany’s profits. The central goal of scientific management is to enhance organizational efficiency
and productivity.

Step 2: Detailed Explanation:
The application of scientific management principles leads to an increase in profits through sev-
eral mechanisms:

• Increased Output: By optimizing work methods (”one best way”) and providing in-
centives for higher production (differential piece-rate system), the overall output of the
workforce increases significantly.

• Cost Reduction: Scientific management focuses on eliminating waste in terms of time,
effort, and materials. This standardization and efficiency lead to a lower cost of production
per unit.

• Improved Quality Control: Standardization of processes helps in maintaining a con-
sistent quality of products, reducing defects and rework costs.

When output increases and costs decrease, the direct result is a rise in the company’s profitabil-
ity. This was a core promise of Taylor’s system: a more efficient operation benefits everyone,
with employers reaping higher profits.
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Step 3: Final Answer:
The implementation of scientific management leads to enhanced efficiency and productivity,
which in turn results in increased profits for the organization.

Quick Tip

Remember the direct chain of logic in scientific management: Scientific Methods →
Increased Efficiency → Increased Productivity → Lower Costs & Higher Out-
put → Increased Profits & Higher Wages. This helps connect the concepts easily.

88. By scientific management working hours of workers are

(A) increased
(B) decreased
(C) not affected
(D) none of these

Correct Answer: (B) decreased

Solution:

Step 1: Understanding the Concept:
The question asks about the effect of scientific management on the working hours of employees.
This relates to the core idea of improving labor productivity.

Step 2: Detailed Explanation:
The primary focus of scientific management is to increase efficiency, meaning getting more out-
put for the same or less input (time, effort). Here’s how it affects working hours:

• Elimination of Wasted Time: Through methods like time and motion studies, scientific
management identifies and eliminates inefficient actions and unnecessary steps in a work
process.

• Increased Productivity: By performing tasks in the ”one best way,” workers can pro-
duce their target output in less time.

• Potential for Shorter Workdays: When productivity per hour increases dramatically,
it becomes possible for a company to achieve its production goals in fewer hours. This can
lead to a reduction in the length of the workday without a loss in output or pay. Henry
Ford, a practitioner of scientific management principles, famously reduced the workday
from nine to eight hours while also increasing wages, finding that productivity actually
improved.
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Therefore, a logical outcome of successfully implementing scientific management is the ability
to achieve the same or greater results in less time, allowing for a decrease in working hours.

Step 3: Final Answer:
By making work more efficient and productive, scientific management can lead to a situation
where the same amount of work is done in less time, resulting in decreased working hours for
workers.

Quick Tip

Do not confuse ”working harder” with ”working smarter.” Scientific management is about
working smarter. Increased efficiency means less wasted time, which logically allows for
shorter working hours to achieve the same output.

89. By scientific management consumers

(A) are not affected
(B) suffer exploitation
(C) are benefitted
(D) suffer loss

Correct Answer: (C) are benefitted

Solution:

Step 1: Understanding the Concept:
The question asks about the impact of scientific management on consumers. Scientific man-
agement, pioneered by F.W. Taylor, focuses on increasing efficiency and reducing waste in
production processes.

Step 2: Detailed Explanation:
The principles of scientific management lead to several outcomes that are advantageous for
consumers:

• Lower Prices: Increased efficiency and elimination of waste in production lead to lower
costs for the company. These cost savings can be passed on to consumers in the form of
lower prices for goods and services.

• Better Quality Products: Scientific management emphasizes standardization of work
processes and methods. Standardization helps in maintaining consistent quality and re-
ducing the number of defective products that reach the market.
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Therefore, consumers benefit from scientific management by getting better quality products
at more affordable prices. The ideas of exploitation or loss are generally associated with the
critique of its impact on workers, not consumers.

Step 3: Final Answer:
By leading to lower production costs and standardized quality, scientific management ultimately
benefits the consumers.

Quick Tip

Think of the entire production chain. Scientific Management → Efficiency → Lower
Costs → Lower Prices & Better Quality → Consumer Benefit. This logical flow makes
it easy to remember the impact on different stakeholders.

90. The propounder of administrative management was

(A) Fayol
(B) Taylor
(C) Terry
(D) None of them

Correct Answer: (A) Fayol

Solution:

Step 1: Understanding the Concept:
The question asks to identify the main proponent of the Administrative Management theory.
This school of thought focuses on the overall management of an organization, rather than in-
dividual tasks.

Step 2: Detailed Explanation:
Let’s look at the key figures in management thought:

• Henri Fayol: A French mining engineer, is widely regarded as the father of Adminis-
trative or General Management. He focused on the functions of management (Planning,
Organizing, Commanding, Coordinating, Controlling) and developed 14 principles of man-
agement that act as guidelines for managerial decision-making. His perspective was from
the top management level downwards.

• F.W. Taylor: Is known as the father of Scientific Management. His focus was on im-
proving efficiency at the shop-floor or operational level by scientifically analyzing tasks.

• George R. Terry: Was another influential management author, but he is not considered
the primary founder of the administrative management school like Fayol.
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Therefore, Henri Fayol is the correct answer.

Step 3: Final Answer:
The primary propounder of administrative management theory was Henri Fayol.

Quick Tip

To avoid confusion, remember: Taylor = Scientific Management (bottom-up, shop-
floor focus) and Fayol = Administrative Management (top-down, overall organiza-
tion focus).

91. “A plan is a trap to capture the future.” This statement is of

(A) Newman
(B) Hurley
(C) Allen
(D) Terry

Correct Answer: (C) Allen

Solution:

Step 1: Understanding the Concept:
This question requires the identification of the author of a famous definition of ’planning’ in
management literature. Such definitional questions are common in management exams.

Step 2: Detailed Explanation:
The statement, “A plan is a trap to capture the future,” is a well-known quote by Louis A.
Allen, a management consultant and author.
The quote metaphorically explains the purpose of planning. The ”future” is uncertain and
constantly moving. A ”plan” acts as a ”trap” or a framework that we create in the present to
manage and control the events of the future, ensuring that we move towards our desired goals
despite the uncertainty. It helps in anticipating future events and preparing to deal with them.

Step 3: Final Answer:
The given statement about planning was made by Louis A. Allen.

Quick Tip

For competitive exams, it’s beneficial to memorize a few key definitions of management
functions (Planning, Organizing, etc.) from prominent authors like Koontz, Terry, Allen,
and Fayol, as they are often asked directly.
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92. ............... organisation is automatically formed.

(A) Functional
(B) Informal
(C) Formal
(D) Divisional

Correct Answer: (B) Informal

Solution:

Step 1: Understanding the Concept:
The question asks to identify the type of organization that is formed automatically or sponta-
neously, rather than being deliberately designed. This involves distinguishing between formal
and informal organizations.

Step 2: Detailed Explanation:

• Formal Organisation: This is the official structure of an organization, deliberately cre-
ated by top management to achieve organizational goals. It defines roles, responsibilities,
authority, and communication channels. Functional and Divisional structures are types of
formal organizations.

• Informal Organisation: This is a network of personal and social relationships that arise
spontaneously as people associate with one another in a work environment. It is not
created by management but emerges naturally based on common interests, friendships,
and social needs. It is formed ”automatically.”

Since the informal organization is not consciously designed but emerges on its own from the
interactions of employees, it is the one that is automatically formed.

Step 3: Final Answer:
The informal organisation is formed automatically based on social interactions among employ-
ees.

Quick Tip

Remember the keyword: Formal = Designed, Informal = Spontaneous. Formal
structures are on the organization chart; informal structures are the social networks
within it.

93. There is no favouritism in ............... organisation.
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(A) Formal
(B) Informal
(C) Departmental
(D) Functional

Correct Answer: (A) Formal

Solution:

Step 1: Understanding the Concept:
The question asks in which type of organizational structure is favoritism absent or minimized.
This requires comparing the characteristics of formal and informal organizations.

Step 2: Detailed Explanation:

• Formal Organisation: This structure is based on defined rules, regulations, procedures,
and policies. Decisions regarding promotions, rewards, and responsibilities are meant to
be based on objective criteria like merit and performance, not personal relationships. The
system is designed to be impersonal and professional, thus minimizing favoritism.

• Informal Organisation: This structure is built on personal relationships, friendships,
and social affiliations. Because it is based on emotions and personal connections, it can
be a breeding ground for favoritism, where individuals may receive preferential treatment
due to their social standing within the group rather than their official performance.

While no system is perfect, the formal organization is explicitly designed to prevent favoritism.

Step 3: Final Answer:
In a formal organisation, there are established rules and procedures which help to ensure that
there is no favoritism.

Quick Tip

Associate Formal Organization with objectivity, rules, and impartiality. Associate
Informal Organization with subjectivity, personal relationships, and potential for bias.

94. ............... depends upon the sweet will of the employees.

(A) Formal organisation
(B) Functional organisation
(C) Informal organisation
(D) Departmental organisation

Correct Answer: (C) Informal organisation
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Solution:

Step 1: Understanding the Concept:
The question asks which type of organization’s existence is based on the voluntary choice or
”sweet will” of the employees. This again contrasts the nature of formal and informal structures.

Step 2: Detailed Explanation:

• Formal Organisation (and its types like Functional, Departmental): Membership
and adherence to the rules of the formal organization are a condition of employment.
Employees do not have a choice whether to be part of the formal structure; it is mandatory.

• Informal Organisation: This organization exists only because employees choose to asso-
ciate with each other. It is a voluntary network. If employees no longer wish to interact or
share a common interest, the informal group may dissolve. Its existence and membership
are entirely dependent on the ”sweet will” and personal preferences of its members.

Therefore, the informal organization is the one that depends on the voluntary participation of
employees.

Step 3: Final Answer:
The formation and continuation of an informal organisation depend entirely on the sweet will
of the employees.

Quick Tip

Remember that you are required to be part of the formal organization to keep your
job, but you choose your friends and social groups at work, which form the informal
organization.

95. In case of informal organisation authorities are

(A) Decentralised
(B) Centralised
(C) Equally distributed
(D) None of these

Correct Answer: (A) Decentralised

Solution:

Step 1: Understanding the Concept:
The question deals with the nature of authority (or influence) within an informal organization.
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It’s important to distinguish this from the formal authority in a formal structure.

Step 2: Detailed Explanation:

• Authority in Formal Organisation: Authority is formally delegated from top to bot-
tom. It is hierarchical and centralized to a degree, depending on the organizational policy.

• Authority in Informal Organisation: In an informal setting, ”authority” is more
accurately described as ”influence.” This influence is not delegated by management but is
earned based on personal qualities like expertise, charisma, experience, or social skills.

– It is not centralised because there is no single designated leader; different individuals
can be influential in different situations.

– It is not equally distributed because some members will naturally have more influ-
ence than others.

– It is best described as decentralised because the power and influence are spread out
among various members of the group rather than being concentrated at a single point.
Influence can flow in any direction—sideways, upwards, or downwards.

Step 3: Final Answer:
In an informal organization, authority (influence) is not concentrated in one person but is
spread among its members, making it a decentralized system.

Quick Tip

In an informal group, the ”leader” might change depending on the task. The person best
at organizing a party might not be the same person everyone goes to for technical advice.
This shows the decentralized and fluid nature of authority.

96. The organisational steps are

(A) 2
(B) 4
(C) 6
(D) 8

Correct Answer: (B) 4

Solution:

Step 1: Understanding the Concept:
The question asks for the number of key steps involved in the process of organizing. Organizing
is a fundamental function of management that involves arranging resources and tasks to achieve
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objectives.

Step 2: Detailed Explanation:
The process of organizing typically consists of the following four essential steps:
1. Identification and Division of Work: The total work is divided into specific jobs and
tasks. This is done to ensure specialization and avoid duplication of effort.
2. Departmentalisation or Grouping Jobs: Similar and related jobs are grouped together
into larger units called departments, divisions, or sections. This can be done on the basis of
function (e.g., marketing, finance) or product.
3. Assignment of Duties: Once departments are created, the responsibility for each job is
assigned to an individual, matching the job with the individual’s skills and competencies.
4. Establishing Reporting Relationships: A clear hierarchy is established, specifying who
reports to whom. This creates a structure of authority and responsibility and ensures clear
lines of communication.
While some authors might break these down into more sub-steps, these four represent the core,
universally accepted process.

Step 3: Final Answer:
The organisational process is widely recognized as comprising four main steps.

Quick Tip

Remember the acronym I-G-A-E to recall the steps of organizing: Identification of work,
Grouping jobs, Assignment of duties, Establishing relationships.

97. ............... comprises lower level in hierarchy of the organisation.

(A) Vice-President
(B) Production Manager
(C) Chief Operation Officer
(D) Foreman and Supervisor

Correct Answer: (D) Foreman and Supervisor

Solution:

Step 1: Understanding the Concept:
The question requires identifying which of the given job titles belongs to the lower level of
management in a typical organizational hierarchy.

Step 2: Detailed Explanation:
The levels of management are generally classified into three categories:
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• Top-Level Management: This level consists of executives who are responsible for the
overall direction and management of the organization. Titles include CEO, President,
Vice-President, and Chief Operation Officer (COO).

• Middle-Level Management: This level acts as a link between top and lower manage-
ment. They are responsible for implementing the plans and policies set by the top level.
Titles include Departmental heads like Production Manager, Sales Manager, etc.

• Lower-Level Management (or Supervisory/Operational Level): This level is di-
rectly responsible for overseeing the work of the non-managerial workforce (the employees
actually doing the work). Titles include Foreman, Supervisor, Section Officer, etc.

Based on this classification, the Foreman and Supervisor directly manage the workers and are
part of the lower-level management.

Step 3: Final Answer:
Foreman and Supervisor are positions that fall under the lower level of the organizational hi-
erarchy.

Quick Tip

Think of the hierarchy as a pyramid. Top management is at the peak (few people,
broad decisions), middle management is in the middle (implements plans), and lower
management is at the base (many people, direct supervision of work).

98. ............... gives shape to the organisational structure.

(A) Extent of delegation
(B) Span of management
(C) Number of employees
(D) Planning

Correct Answer: (B) Span of management

Solution:

Step 1: Understanding the Concept:
The question asks which management concept is a primary determinant of the shape of an
organization’s structure. The shape of an organization is often described as ”tall” or ”flat.”

Step 2: Detailed Explanation:

• Span of Management (or Span of Control): This refers to the number of subordinates
that a manager can effectively and efficiently supervise. The span of management directly
influences the number of hierarchical levels in an organization.
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– A narrow span (a manager supervises few subordinates) results in a tall structure
with many levels of management.

– A wide span (a manager supervises many subordinates) results in a flat structure
with fewer levels of management.

• Extent of delegation influences decentralization but not the fundamental shape.

• Number of employees influences the size, not necessarily the shape.

• Planning is a function that precedes organizing and provides the objectives, but the span
of management is the structural element that defines the shape.

Thus, the span of management is the key factor that gives the organizational structure its
characteristic shape.

Step 3: Final Answer:
The Span of Management is the principle that gives shape (tall or flat) to the organisational
structure.

Quick Tip

Remember: Narrow Span = Tall Structure (like a skyscraper). Wide Span = Flat
Structure (like a bungalow). This visual analogy helps in remembering the relationship
between span of control and organizational shape.

99. Training of employees is

(A) Necessary
(B) Unnecessary
(C) Compulsory
(D) Wastage of money

Correct Answer: (A) Necessary

Solution:

Step 1: Understanding the Concept:
The question asks about the importance or nature of employee training in a modern organiza-
tional context.

Step 2: Detailed Explanation:
Training is the process of enhancing the skills, capabilities, and knowledge of employees for
doing a particular job. Let’s analyze the options:
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• (B) Unnecessary / (D) Wastage of money: These are incorrect. In today’s dynamic
business environment, skills can become outdated quickly. Training is a crucial investment,
not an expense, that leads to increased productivity, improved quality, higher employee
morale, and reduced supervision.

• (C) Compulsory: While some training might be mandatory (e.g., safety training), the
term ”compulsory” might be too strong for all types of training. It’s a management
decision rather than a universal compulsion in all cases.

• (A) Necessary: This is the most appropriate description. Training is essential for an
organization to adapt to change, improve performance, and achieve its goals. It is a
necessary function for both the employee’s career growth and the organization’s success.

Step 3: Final Answer:
Training of employees is a necessary activity for organizational effectiveness and employee de-
velopment.

Quick Tip

View training as an investment, not a cost. A well-trained employee is more efficient,
makes fewer mistakes, and is more motivated, leading to a positive return on the invest-
ment for the company.

100. Development of employees involves

(A) Promotion
(B) Transfer
(C) Training
(D) All of these

Correct Answer: (D) All of these

Solution:

Step 1: Understanding the Concept:
The question asks what activities are included under the umbrella of ’employee development’.
Employee development is a broader concept than training, focusing on the overall growth of an
individual for future responsibilities.

Step 2: Detailed Explanation:
Employee development is a long-term process aimed at preparing employees for future chal-
lenges and career advancement. It encompasses a variety of methods:

• (C) Training: This is a core component, focusing on imparting specific skills and knowl-
edge for the current or future job.
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• (A) Promotion: This involves moving an employee to a higher-level position with more
responsibility, which is a key part of career development.

• (B) Transfer: This involves moving an employee to a different job at the same level (job
rotation). It helps in developing a broader set of skills and a better understanding of the
overall organization, contributing to their development.

Since development is a holistic process aimed at an employee’s overall growth, it includes train-
ing for skills, promotions for career progression, and transfers for wider experience.

Step 3: Final Answer:
The development of employees is a comprehensive process that involves promotion, transfer,
and training, among other activities. Therefore, all of the given options are part of employee
development.

Quick Tip

Remember the difference: Training is job-oriented (short-term, specific skills). Devel-
opment is career-oriented (long-term, overall growth). Development is a broader concept
that includes training as one of its methods.

1. Is scientific management inhumane ?

Solution:

Step 1: Understanding the Concept:
The question requires a critical discussion of Scientific Management, a theory developed by
F.W. Taylor. The term ”inhumane” implies a disregard for human well-being, emotions, and
intellectual needs. We need to evaluate the arguments for and against this criticism.

Step 2: Arguments for Scientific Management being Inhumane:

• Mechanistic Approach: It tends to view workers as mere cogs in a machine, expected to
perform specific, repetitive tasks without deviation. This can lead to the dehumanization
of work.

• Loss of Autonomy: The principle of ”one best way” determined by management re-
moves the worker’s ability to use their own skills, creativity, or judgment. This can be
demotivating and mentally stifling.

• Monotony: The extreme specialization of tasks leads to boring and repetitive work,
which can cause dissatisfaction and mental fatigue.
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• Social Isolation: It focuses purely on the individual’s task performance and ignores the
social needs of workers and the importance of informal group dynamics.

• Pressure and Stress: The emphasis on meeting performance standards set by time-and-
motion studies can create immense pressure on workers.

Step 3: Arguments Against Scientific Management being Inhumane (Taylor’s Per-
spective):

• Mutual Prosperity: Taylor’s stated goal was ”maximum prosperity for the employer,
coupled with maximum prosperity for each employee.” He believed efficiency would benefit
everyone.

• Higher Wages: The differential piece-rate system was designed to reward productive
workers with significantly higher pay, directly linking effort to financial gain.

• Reduced Fatigue: By scientifically designing jobs, Taylor aimed to eliminate unneces-
sary movements, reducing physical strain and making work easier.

• Scientific Selection and Training: It advocated for matching workers to jobs they are
best suited for and providing them with proper training, which can lead to better perfor-
mance and job satisfaction.

Step 4: Conclusion:
While the principles of scientific management have led to massive gains in productivity, its
classic application is often considered inhumane by modern standards. It largely ignores the
psychological and social aspects of work. Modern management theories have sought to balance
the quest for efficiency with a greater focus on human factors, motivation, and job enrichment.
Therefore, in its purest form, scientific management can indeed be inhumane, but its principles,
when modified and combined with other approaches, remain influential.

Quick Tip

For critical evaluation questions like this, always present a balanced view. Start with the
criticisms (the ”inhumane” aspect), then provide the counter-arguments or the original
intent of the theory, and finally, offer a concluding summary.

2. What is the role of legal environment in business ?

Solution:
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Step 1: Understanding the Concept:
The legal environment consists of the laws, regulations, government policies, and court deci-
sions that affect business activities. Every business is required to operate within this framework.
Non-compliance can lead to penalties, fines, and even closure.

Step 2: Key Roles of the Legal Environment:

• Provides a Framework for Operations: Laws like the Companies Act provide rules
for the formation, operation, and dissolution of a company. The Contract Act governs all
business agreements, making them legally enforceable.

• Protection of Consumers: Legislation such as the Consumer Protection Act safeguards
consumers against unfair trade practices, defective products, and poor services. It gives
consumers rights and a mechanism for grievance redressal.

• Regulation of Competition: Laws like the Competition Act aim to prevent monopolies
and restrictive trade practices, ensuring a level playing field for all businesses.

• Protection of Employees: Labor laws regulate aspects like minimum wages, working
hours, safety at the workplace, and social security (e.g., provident fund, gratuity), pro-
tecting the rights of employees.

• Environmental Protection: A growing body of environmental laws requires businesses
to operate in an eco-friendly manner, control pollution, and manage waste, ensuring social
responsibility.

• Ensuring Tax Compliance: The legal environment specifies various direct and indirect
taxes (like GST, corporate income tax) that a business must pay to the government.

• Facilitating International Business: Laws related to foreign exchange (like FEMA)
and customs regulate imports, exports, and foreign investments.

Step 3: Conclusion:
The legal environment plays a pivotal role by setting the rules of the game for business. It
ensures that businesses operate ethically and responsibly towards all stakeholders—customers,
employees, government, and society at large. A sound knowledge of the legal environment is
essential for managers to avoid legal trouble and make strategic decisions.
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Quick Tip

When answering questions about the business environment, always try to mention specific
examples of laws or acts (e.g., Companies Act, 2013; Consumer Protection Act, 2019) to
add weight and credibility to your answer.

3. Define business environment.

Solution:

Step 1: Core Definition:
The business environment refers to the aggregate of all conditions, events, and influences that
surround and affect a business. These factors and forces can present both opportunities and
threats to an enterprise. A business must constantly adapt its strategies to changes in its en-
vironment to survive and thrive.

Step 2: Components of the Business Environment:
The business environment is broadly classified into two categories:

1. Internal Environment: These are factors within the organization that can be controlled
or influenced by the business. They include:

• Corporate Culture

• Objectives and Policies

• Resources (Financial, Physical, Human)

• Organizational Structure

2. External Environment: These are factors outside the organization over which the busi-
ness has little to no control. The external environment is further divided into:

• Micro Environment (Task Environment): Factors that directly affect the busi-
ness’s operations, e.g., Customers, Suppliers, Competitors, Intermediaries, and Public.

• Macro Environment (General Environment): Broad societal forces that affect
all businesses in an economy, often remembered by the acronym PESTLE:

– Political Environment (government stability, policies)

– Economic Environment (inflation, interest rates, income levels)

– Social Environment (customs, traditions, values, trends)

– Technological Environment (innovation, automation)

– Legal Environment (laws and regulations)

– Environmental/Ecological Environment (weather, climate, resources)

Step 3: Key Features:

• Dynamic: It is constantly changing.
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• Complex: It consists of numerous interrelated factors.

• Uncertain: Future changes are difficult to predict accurately.

• Relativity: Its impact differs from country to country and even region to region.

Quick Tip

A good definition includes three parts: the core meaning (sum of all forces), its compo-
nents (internal/external, micro/macro), and its key characteristics (dynamic, complex,
etc.). This provides a complete and structured answer.

4. What do you mean by delegation of authority ?

Solution:

Step 1: Core Definition:
Delegation of authority is a managerial process where a manager assigns a part of their work
and the associated authority to a subordinate. It is essential for efficient management because
no manager can perform all tasks themselves. Delegation empowers subordinates, reduces the
workload of superiors, and facilitates organizational growth.

Step 2: The Three Elements of Delegation:
Delegation is a three-legged stool; it cannot stand without all three elements being present and
balanced.

1. Authority: This refers to the right of an individual to command their subordinates, take
action, and make decisions within the scope of their position. When work is delegated, the
subordinate must be given sufficient authority to carry it out. Authority flows downwards.

2. Responsibility: This is the obligation of a subordinate to properly perform the assigned
duty. When a subordinate accepts a task, they become responsible for its completion.
Responsibility flows upwards. A subordinate is responsible to their superior.

3. Accountability: This is the answerability for the final outcome of the assigned task.
While authority and responsibility can be delegated, accountability cannot. The sub-
ordinate is accountable to the superior for their performance, but the superior remains
ultimately accountable to their own boss for the work they delegated. Accountability also
flows upwards.

Step 3: Principle of Parity:
For delegation to be effective, there must be a balance, or parity, between the authority granted
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and the responsibility assigned. Giving responsibility without sufficient authority makes it im-
possible for the subordinate to perform the task. Conversely, giving authority without corre-
sponding responsibility can lead to its misuse.

Quick Tip

Remember the key principle: Authority is delegated, Responsibility is assumed,
and Accountability is imposed. Most importantly, a manager can never delegate
their ultimate accountability.

5. Distinguish between Training and Development.

Solution:

Step 1: Understanding the Concepts:
Both training and development are key functions of Human Resource Management aimed at
improving employee capabilities, but they differ in their scope, focus, and timeline.

Step 2: Key Differences:
The distinction can be drawn on the following bases:
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Basis of Distinction Training Development

Meaning It is a process of imparting spe-
cific skills

It is a process of learning and
growth.

and knowledge for a particular
job.

for the overall growth of an em-
ployee.

Focus Job-oriented. Focuses on im-
proving

Career-oriented. Focuses on
preparing

performance in the current role. employees for future challenges
and roles.

Scope Narrow. It focuses on a specific
technical

Broad. It encompasses the over-
all personal

or operational skill. and professional growth of an in-
dividual.

Time Horizon Short-term. It has a defined
timeframe

Long-term and continuous pro-
cess.

to achieve a specific objective.

Objective To meet the present needs of the
job.

To meet the future needs of the
employee
and the organization.

Initiative Usually taken by the manage-
ment to

Usually a self-driven process, al-
though

improve worker efficiency. supported by the organization.

Example Learning to operate a new soft-
ware.

Attending a leadership skills
workshop.

Step 3: Conclusion:
In essence, training is a subset of development. Training makes an employee better at their
current job, while development prepares them for the future. An organization that invests in
both training and development ensures it has a skilled workforce for today and a pipeline of
capable leaders for tomorrow.

Quick Tip

For ”distinguish between” questions, a tabular format is the best way to present your an-
swer. It makes the contrasts clear, is easy to read, and helps you score well by highlighting
the key points of difference systematically.

6. ”Management is a profession.” Discuss.

Solution:

Step 1: Understanding the Concept of a Profession:
A profession is a specialized occupation that requires formal education, has a governing body,
follows a code of conduct, and is driven by a motive of service. Examples include doctors,
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lawyers, and chartered accountants. To discuss whether management is a profession, we must
compare it against these established characteristics.

Step 2: Characteristics of a Profession and How Management Compares:

1. Well-defined Body of Knowledge:

• Profession: Every profession has a systematized body of knowledge that can be
acquired through instruction.

• Management: This feature is present in management. There is a vast body of
knowledge comprising principles, theories, and concepts developed over time. This
knowledge is taught in universities and business schools worldwide (e.g., MBA pro-
grams).

2. Restricted Entry:

• Profession: The entry into a profession is restricted through a prescribed qualification
or an examination (e.g., a doctor must have an MBBS degree).

• Management: This feature is not strictly present. Anyone can be appointed as a
manager regardless of their educational qualifications. While an MBA is a desirable
qualification, it is not a mandatory prerequisite for becoming a manager.

3. Professional Association:

• Profession: All professions are affiliated with a professional association which regu-
lates entry, grants certificates of practice, and formulates a code of conduct (e.g., the
Bar Council for lawyers).

• Management: This feature has partial presence. There are several management
associations (like the All India Management Association - AIMA), but it is not com-
pulsory for managers to be members of such associations.

4. Ethical Code of Conduct:

• Profession: All professions are bound by a code of conduct which guides the behavior
of its members.

• Management: This feature is present. Associations like AIMA have laid down a
code of conduct, but its adherence is not legally enforceable for all managers.

5. Service Motive:

• Profession: The basic motive of a profession is to serve their client’s interests.

• Management: The primary goal of a business is usually profit maximization. How-
ever, there is a growing emphasis on social responsibility and serving all stakeholders,
which aligns with the service motive.

Step 3: Conclusion:
Management does not meet all the exact criteria of a profession. The lack of restricted entry
and a universally enforceable code of conduct are major differences. However, it is rapidly
moving in that direction with the growth of formal management education and an increasing
focus on ethics. Therefore, it is best described as being on the path to professionalization, or
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as an emerging profession.

Quick Tip

When asked to ”discuss” a statement, always break it down by comparing the subject
(management) against the key characteristics of the concept (profession). Conclude with
a nuanced summary that acknowledges both the similarities and the differences.

7. What do you mean by feedback ?

Solution:

Step 1: Core Definition in Communication:
In the context of the communication process, feedback is the final and one of the most critical
steps. It is the transmission of the receiver’s response or reaction to the sender’s message.
Feedback closes the communication loop and makes communication a two-way process rather
than a one-way event.

Step 2: The Role and Importance of Feedback:

• Confirms Understanding: Feedback lets the sender know whether the receiver under-
stood the message as intended. A nod, a question, or a summary from the receiver all act
as feedback.

• Enables Corrective Action: If the message was misunderstood, feedback allows the
sender to clarify, rephrase, or provide more information to ensure the correct meaning is
conveyed.

• Improves Communication Effectiveness: Continuous feedback helps both the sender
and receiver to improve their communication skills. The sender learns how to be clearer,
and the receiver learns how to be a better listener.

• Enhances Motivation and Performance: In a managerial context, providing construc-
tive feedback to employees about their performance is essential for motivation, learning,
and improvement. It tells them what they are doing right and where they need to improve.

Step 3: Forms of Feedback:
Feedback can be provided in various forms:
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• Verbal: Spoken words, such as asking questions (”Do you mean we should postpone the
meeting?”) or making comments (”I agree with that point.”).

• Non-Verbal: Body language, such as nodding in agreement, frowning in confusion, or
maintaining eye contact to show engagement.

• Written: Replying to an email, filling out a survey form, or submitting a written report.

• Formal: Scheduled performance appraisals, suggestion boxes, official surveys.

• Informal: A quick chat in the hallway, a casual comment in a meeting.

Step 4: Conclusion:
Feedback is an essential element that transforms communication from a simple transmission
of information into a dynamic, interactive process. Without feedback, the sender can never
be sure of the effectiveness of their message, making it a cornerstone of effective personal and
organizational communication.

Quick Tip

To explain feedback effectively, always link it to the communication cycle (Sender →
Encoding → Message → Decoding → Receiver → Feedback). This shows that you
understand its role in completing the loop.

8. Write two advantages of budgetary control.

Solution:

Step 1: Understanding Budgetary Control:
Budgetary control is a management control technique where budgets are prepared for future
periods, and actual results are then compared with the budgeted standards. The purpose is to
identify deviations and take corrective actions to ensure that organizational objectives are met.

Step 2: Two Main Advantages:

1. Facilitates Planning and Coordination:

• Planning: The process of creating a budget forces managers to think ahead, antici-
pate future conditions, and set clear, quantifiable goals for their departments and the
organization as a whole. It translates strategic plans into actionable financial terms.
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• Coordination: Budgeting requires all departments (e.g., sales, production, market-
ing) to work together. The sales budget must be coordinated with the production
budget, which in turn must be coordinated with the purchasing budget. This ensures
that all parts of the organization are working in harmony towards common goals.

2. Provides a Basis for Control and Performance Evaluation:

• Control: A budget acts as a benchmark or standard. By comparing actual revenues
and expenditures with the budgeted figures, managers can monitor performance in
real-time. This allows them to identify problems (e.g., cost overruns) early and take
timely corrective measures.

• Performance Evaluation: The comparison of actual vs. budgeted results provides
an objective basis for evaluating the performance of departments and individual man-
agers. It helps in identifying areas of efficiency and inefficiency and forms the basis
for accountability.

Other advantages include motivating employees to achieve targets, optimizing resource alloca-
tion, and improving communication.

Quick Tip

Remember that a budget serves two main functions of management: Planning (by
setting goals) and Controlling (by measuring performance against those goals). This is
an easy way to recall two primary advantages.

9. Explain the technique of budgetary control.

Solution:

Step 1: Definition:
Budgetary control is a system of management control and accounting in which all operations
are forecasted and planned in advance to the extent possible and the actual results compared
with the forecasted and planned ones. It acts as a tool for both planning and controlling orga-
nizational activities.

Step 2: The Process of Budgetary Control:
The technique involves a series of sequential steps:

1. Setting Objectives and Policies: The process begins with the top management defin-
ing the overall objectives of the organization for the budget period. This provides the
foundation for all departmental budgets.
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2. Preparation of Budgets: Based on the objectives, various functional budgets are pre-
pared. This starts with the sales budget, which is the key budget. Following this, other
budgets are created, such as:

• Production Budget: Estimates the number of units to be produced.

• Material Budget: Estimates the raw materials required.

• Cash Budget: Forecasts cash inflows and outflows.

• Capital Expenditure Budget: Plans for long-term asset purchases.

All these functional budgets are consolidated into a Master Budget, which represents
the overall financial plan for the organization.

3. Measurement of Actual Performance: Throughout the budget period, actual perfor-
mance data (revenues, costs, etc.) is collected and recorded.

4. Comparison of Actual and Budgeted Performance: The actual results are system-
atically compared with the budgeted figures. The differences between the two are known
as variances. Variances can be favorable (when actual performance is better than bud-
geted) or unfavorable (when actual performance is worse than budgeted).

5. Analysis of Variances and Reporting: The identified variances are analyzed to deter-
mine their causes. Management by exception is often applied here, meaning that significant
variances are investigated more closely. Reports are prepared and sent to the responsible
managers.

6. Taking Corrective Action: Based on the analysis, managers take necessary corrective
actions to address the deviations. This could involve improving operational efficiency, re-
vising unrealistic budgets, or changing strategies. This step closes the control loop.

Quick Tip

The process of budgetary control is a classic example of the general control process:
Set Standard (Budget) → Measure Performance (Actuals) → Compare (Find
Variances) → Take Corrective Action. Memorizing this basic control cycle will help
you answer any question on control techniques.

10. What is capital budgeting ?

Solution:
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Step 1: Core Definition:
Capital budgeting is the process of planning for capital expenditures. It involves making in-
vestment decisions in long-term assets or projects whose returns are expected to extend beyond
one year. These decisions are crucial because they involve substantial fund outlays, are often
irreversible, and significantly impact the firm’s future profitability and growth.

Step 2: The Capital Budgeting Process:
The process typically involves the following stages:

1. Project Identification: Generating proposals for potential investment projects.

2. Project Screening and Evaluation: Assessing the proposals by analyzing their costs
and benefits. This involves forecasting the project’s future cash flows (both inflows and
outflows).

3. Project Selection: Choosing the most profitable projects based on the evaluation. This
is done using various capital budgeting techniques.

4. Implementation: Acquiring the necessary funds and implementing the selected project.

5. Performance Review: Monitoring the project after implementation by comparing actual
performance with the projected performance.

Step 3: Key Techniques for Evaluation:
Several techniques are used to evaluate and rank investment proposals:

• Non-Discounting Techniques (ignore time value of money):

– Payback Period (PBP): Calculates the time required to recover the initial invest-
ment.

– Accounting Rate of Return (ARR): Calculates the average annual profit as a
percentage of the investment.

• Discounting Techniques (consider time value of money):

– Net Present Value (NPV): Calculates the present value of future cash inflows
minus the initial investment. A positive NPV is acceptable.

– Internal Rate of Return (IRR): Calculates the discount rate at which the NPV
of a project is zero. A project is accepted if its IRR is greater than the cost of capital.

– Profitability Index (PI): The ratio of the present value of future cash inflows to
the initial investment.

Quick Tip

Remember the key characteristic of capital budgeting decisions: they are long-term
and involve large investments. Examples include buying new machinery, building a
new factory, or launching a new product line. This distinguishes them from short-term
working capital decisions.
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11. Explain in brief the secondary objectives of SEBI.

Solution:

Step 1: Understanding SEBI’s Role:
The Securities and Exchange Board of India (SEBI) is the regulatory body for the securities
and commodity market in India. Its primary objectives are to protect the interests of investors,
promote the development of the securities market, and regulate the securities market. The
secondary objectives are the specific functions and actions SEBI undertakes to achieve these
primary goals.

Step 2: Key Secondary Objectives (Functions):
SEBI’s objectives are realized through its various functions, which can be categorized as pro-
tective, developmental, and regulatory. The secondary objectives are essentially these functions:

1. Regulation of Market Participants:

• To regulate the business of stock exchanges and any other securities markets.

• To register and regulate the working of intermediaries such as stockbrokers, sub-
brokers, merchant bankers, underwriters, and portfolio managers.

• To register and regulate the working of mutual funds, venture capital funds, and
collective investment schemes.

2. Protection of Investors:

• To prohibit fraudulent and unfair trade practices relating to securities markets (e.g.,
price rigging).

• To prohibit insider trading in securities, which is an unethical practice.

• To promote investor education and the training of intermediaries in the securities
market.

3. Development of the Market:

• To promote self-regulatory organizations (SROs).

• To conduct research and publish information useful to all market participants.

• To adapt the market to new technologies and practices, like promoting dematerialisa-
tion of shares and screen-based trading.

These functions are secondary in the sense that they are the means by which SEBI achieves its
three overarching primary objectives.

Quick Tip

A simple way to remember SEBI’s functions/secondary objectives is with the acronym
PDR: Protective (protects investors), Developmental (develops the market), and
Regulatory (regulates intermediaries).
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12. What is OTCEI ?

Solution:

Step 1: Core Definition:
The Over The Counter Exchange of India (OTCEI) was incorporated in 1990 and started trad-
ing in 1992. It was India’s first screen-based, nationwide stock exchange. The term ”Over The
Counter” refers to a market where trading happens directly between two parties without the
supervision of an exchange, but OTCEI was set up as a formal exchange to bring transparency
to this segment.

Step 2: Key Features of OTCEI:

• Target Companies: It was specifically created for small and medium-sized companies
with a paid-up capital of 30 lakh to 25 crore, which found it difficult to get listed on larger
exchanges like the Bombay Stock Exchange (BSE).

• Nationwide and Screen-Based: It was a fully computerized exchange with terminals
spread across the country, offering a transparent trading environment. This was a signifi-
cant innovation at the time.

• Sponsors and Market Makers: Listing on OTCEI required a company to be sponsored
by a member of the exchange. The exchange also had a system of ”market makers” who
would provide two-way quotes (buy and sell prices) for the scrips, ensuring liquidity.

• Transparency and Efficiency: It aimed to provide faster settlement cycles and greater
transparency compared to the traditional outcry system prevalent in other exchanges.

Step 3: Current Status:
With the advent of nationwide electronic trading on BSE and the National Stock Exchange
(NSE), and the creation of SME platforms on these major exchanges, the relevance of OTCEI
diminished over time. SEBI allowed OTCEI to exit the stock exchange business, and it is no
longer an active exchange. However, it played a pioneering role in introducing screen-based
trading and catering to the needs of small companies in India.

Quick Tip

Remember the three key things about OTCEI: 1. For Small Companies, 2. First
Screen-Based Exchange in India, 3. No longer active, but was a historical mile-
stone.

13. Explain the importance of consumer protection.
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Solution:

Step 1: Understanding Consumer Protection:
Consumer protection refers to the laws, regulations, and actions taken to protect the rights of
consumers and to help them make informed decisions in the marketplace. It aims to prevent
businesses from engaging in fraud or specified unfair practices to gain an advantage over com-
petitors or to mislead consumers.

Step 2: Importance from the Consumer’s Point of View:

• Consumer Ignorance: Many consumers are unaware of their rights and the reliefs avail-
able to them. Consumer protection educates them about these rights.

• Unorganised Consumers: Consumers are often scattered and not united, making them
vulnerable to exploitation by organised and powerful businesses. Protection laws provide
a platform for their voices to be heard.

• Widespread Exploitation: Consumers can be exploited through various unfair trade
practices like adulteration, false advertising, hoarding, black marketing, and selling defec-
tive goods. Protection laws provide safeguards against such practices.

• Safety: It ensures that consumers are protected from products and services that are
hazardous to health and life.

Step 3: Importance from the Business’s Point of View:

• Long-Term Interest of Business: A business that satisfies its customers builds goodwill
and a loyal customer base. Satisfied customers lead to repeat sales and are key to long-term
success.

• Social Responsibility: Businesses have a responsibility towards various stakeholders,
including consumers. Protecting consumer interests is a fundamental part of fulfilling this
social responsibility.

• Moral Justification: It is the moral duty of any business to protect the interests of its
customers. Ethical businesses avoid any form of exploitation.

• Government Intervention: If a business engages in unfair practices, it invites govern-
ment intervention and regulation, which can harm its reputation and freedom of operation.
Proactive consumer protection can avoid this.

• Competitive Advantage: A company known for its excellent customer service and fair
practices gains a strong competitive advantage and enhances its brand image.

Quick Tip

When explaining the importance of a concept, always try to analyze it from the perspec-
tives of all relevant stakeholders. Here, discussing the importance for both ”consumers”
and ”businesses” provides a comprehensive answer.
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14. Why is entrepreneurship regarded as a creative activity ?

Solution:

Step 1: Understanding Entrepreneurship and Creativity:
Entrepreneurship is the process of designing, launching, and running a new business. Creativ-
ity is the act of turning new and imaginative ideas into reality. Entrepreneurship is inherently
creative because it is built upon the foundation of innovation.

Step 2: Entrepreneurship as a Creative Activity:
According to economist Joseph Schumpeter, the core of entrepreneurship is ”creative destruc-
tion,” where new innovations destroy old industries and create new ones. This creativity is
manifested in several ways:

1. Introduction of a New Product or Service: Entrepreneurs create value by identify-
ing unmet customer needs and developing novel products or services to satisfy them. For
example, the creation of the smartphone was a highly creative act that combined commu-
nication, computing, and entertainment.

2. Introduction of a New Method of Production: Entrepreneurs often devise more
efficient or effective ways to produce or deliver existing goods. Henry Ford’s assembly line,
for instance, was a creative innovation in manufacturing that made cars affordable for the
masses.

3. Opening of a New Market: This involves identifying and tapping into a customer
segment that was previously unserved. For example, low-cost airlines creatively targeted
a market of budget-conscious travelers who were previously excluded from air travel.

4. Discovery of a New Source of Supply: Finding new sources of raw materials or com-
ponents can lower costs and create a competitive advantage, which is a creative business
strategy.

5. Creating a New Form of Organization: Entrepreneurs can design innovative business
models or organizational structures that change how an industry operates. For example,
the franchise model or the platform-based business models of companies like Uber and
Airbnb are creative organizational innovations.

Step 3: Conclusion:
Entrepreneurship is not merely about starting a business; it is about perceiving an opportu-
nity and creating something of value from it. This process of identifying problems, combining
resources in new ways, and bringing novel solutions to the market is fundamentally a creative
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and innovative activity that drives economic dynamism and growth.

Quick Tip

Link entrepreneurship directly to innovation. Use Schumpeter’s five types of innovation
(new product, new method, new market, new source, new organization) as a framework
to explain the creative aspects of entrepreneurship.

15. State two examples of non-monetary incentives.

Solution:

Step 1: Understanding Non-Monetary Incentives:
Non-monetary incentives are rewards that are not related to pay or financial benefits but are
used to motivate employees. They cater to higher-level psychological and social needs, such as
the need for recognition, achievement, and personal growth, as described in Maslow’s hierarchy
of needs.

Step 2: Two Examples Explained:

1. Status and Job Title:

• Description: Status refers to the ranking of positions within an organization. Giving
an employee a higher-ranking job title, a more prestigious office, or other symbols of
authority and importance can satisfy their esteem needs.

• How it Motivates: A higher status provides a sense of accomplishment, recognition,
and social standing, which can be a powerful motivator for many individuals even
without a corresponding salary increase. For example, being promoted from ’Senior
Engineer’ to ’Principal Engineer’.

2. Career Advancement Opportunity:

• Description: This involves providing employees with clear opportunities for growth
and promotion within the organization. This can be achieved through well-defined
career paths, training programs for higher-level skills, and internal promotion policies.

• How it Motivates: The prospect of career advancement motivates employees to
perform well and remain with the organization. It fulfills their needs for growth and
self-actualization, as they see a long-term future for themselves in the company.

Other common examples include:

• Job Enrichment: Making a job more interesting and challenging.

• Employee Recognition Programmes: Publicly acknowledging good work (e.g., awards,
certificates).
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• Job Security: Providing a stable and secure work environment.

• Employee Participation: Involving employees in decision-making processes.

• Organizational Climate: Fostering a positive and supportive work culture.

Quick Tip

When asked for examples, it’s always better to not just name them but also briefly explain
how each example works as an incentive to demonstrate a deeper understanding of the
concept.

16. Explain the importance of management.

Solution:

Step 1: Understanding Management:
Management is the process of planning, organizing, staffing, directing, and controlling resources
(human, financial, physical) to achieve organizational goals effectively and efficiently. Its im-
portance can be seen in its impact on the organization, its people, and society at large.

Step 2: Key Points of Importance:

1. Helps in Achieving Group Goals: Management gives a common direction to individ-
ual efforts. It integrates the efforts of various individuals in the organization and ensures
that they are all working towards the achievement of the overall goals of the organization,
rather than at cross-purposes.

2. Increases Efficiency: The aim of a manager is to reduce costs and increase productivity.
This is achieved through better planning, organizing, directing, and controlling. By mak-
ing the optimum utilization of all resources like men, money, materials, and machinery,
management leads to efficiency in operations.

3. Creates a Dynamic Organisation: Every organization operates in a constantly chang-
ing environment. Management helps people in the organization to adapt to these changes
so that the organization is able to maintain its competitive edge. It helps the organization
to survive and grow in the face of environmental changes.

4. Helps in Achieving Personal Objectives: A good manager motivates and leads their
team in such a manner that individual members are able to achieve their personal goals
(like competitive salary, career growth, peer recognition) while contributing to the overall
organizational objective. Management reconciles personal goals with organizational ob-
jectives for harmony.
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5. Helps in the Development of Society: An efficiently managed organization contributes
significantly to society. It provides good quality products and services at fair prices, cre-
ates employment opportunities, adopts new technology for the betterment of people, and
contributes to the GDP of the country, thereby leading to growth and development.

Quick Tip

A useful acronym to remember the importance of management is GEDS: It helps achieve
Group goals, is Efficiency-oriented, creates a Dynamic organization, and helps in the
development of Society.

17. State any two functions of top level management.

Solution:

Step 1: Understanding Top Level Management:
Top-level management consists of the senior-most executives of the organization, such as the
Board of Directors, Chairman, Chief Executive Officer (CEO), and President. They are re-
sponsible for the welfare and survival of the organization and have the ultimate authority.

Step 2: Two Main Functions:

1. Determining Objectives and Framing Policies:

• Description: This is the primary function of top management. They set the long-
term vision, mission, and objectives for the entire organization. For example, they
might set a goal to increase market share by 10% over the next five years.

• Action: Based on these objectives, they formulate the master plans and policies to
guide the organization’s actions. This involves making strategic decisions about which
markets to enter, which products to launch, etc.

2. Organising and Assembling Resources:

• Description: Top management is responsible for securing the necessary resources to
carry out the organization’s plans. This includes arranging finance, acquiring fixed
assets like land and machinery, and appointing key managerial personnel for middle
levels.

• Action: They design the overall organizational structure and create the framework
within which middle and lower-level managers will operate. They are responsible for
the overall organization of the enterprise.

Other important functions include:
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• Controlling and Monitoring Performance: They are responsible for the overall per-
formance of the organization and take corrective actions when necessary.

• Liaison with the Outside World: They act as the face of the company, dealing with
the government, media, suppliers, and other external stakeholders.

• Integrating Diverse Elements and Coordinating Activities: They ensure that all
departments and divisions work in harmony towards the common organizational goals.

Quick Tip

Think of top management as the ”brain” of the organization. They do the high-level
thinking: setting the overall direction (objectives) and gathering the necessary tools
(resources) to move in that direction.

18. What is scalar chain ?

Solution:

Step 1: Core Definition:
The scalar chain is the principle that states there should be a clear and unbroken line of author-
ity and command in an organization, running from the top management down to the lowest
level employees. It essentially represents the hierarchy of the organization.

Step 2: How it Works:
According to Fayol, all communication should ideally flow through this established chain. For
example, if a subordinate ’E’ wants to communicate with a superior ’A’, the message should
pass upwards through their immediate superiors ’D’, ’C’, and ’B’. This ensures that everyone
in the chain is kept informed and that authority is not undermined.

Hierarchy: A → B → C → D → E

In this chain, ’E’ reports to ’D’, ’D’ to ’C’, and so on. Communication should follow this path.

Step 3: The Concept of ’Gang Plank’:
Fayol was practical and understood that strictly following the scalar chain could cause signif-
icant delays, especially in large organizations. To overcome this problem, he introduced the
concept of the ’Gang Plank’.

• Definition: A Gang Plank is a provision for direct communication between two employees
at the same level of authority in different departments, but only in case of an emergency
and with the prior knowledge and permission of their immediate superiors.

• Purpose: It acts as a shortcut to speed up communication and decision-making, prevent-
ing delays without completely disrupting the formal chain of command. For instance, if
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’E’ in the production department needs to coordinate urgently with ’P’ in the sales de-
partment (who is at the same level), they can use a ’gang plank’ to communicate directly,
after informing their respective superiors ’D’ and ’O’.

Step 4: Conclusion:
The principle of scalar chain promotes orderly communication and ensures unity of command.
However, the introduction of the ’gang plank’ shows that the principle should be applied with
flexibility to maintain efficiency.

Quick Tip

When explaining the scalar chain, always remember to include the concept of the ’Gang
Plank’. It shows a deeper understanding of the principle, acknowledging both its impor-
tance for order and its potential drawback of causing delays.

19. Explain the importance of planning.

Solution:

Step 1: Understanding Planning:
Planning is the primary function of management. It involves deciding in advance what is to be
done, when it is to be done, how it is to be done, and by whom it is to be done. It bridges the
gap between where we are and where we want to go.

Step 2: Key Points of Importance:

1. Planning Provides Direction: By stating objectives and goals in advance, planning
provides a clear sense of direction for the actions of the organization and its employees. It
ensures that everyone is working towards the same goals. Without a plan, activities would
be chaotic and aimless.

2. Planning Reduces the Risk of Uncertainty: Business operates in an uncertain envi-
ronment. Planning helps managers to look into the future, anticipate changes, and develop
responses to deal with them. It helps to foresee risks and take necessary precautions to
minimize their impact.

3. Planning Reduces Overlapping and Wasteful Activities: Since planning coordi-
nates the activities of different departments and individuals, it helps to avoid confusion
and misunderstanding. It ensures clarity in thought and action, which helps in minimizing
useless and redundant activities, leading to efficiency.
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4. Planning Promotes Innovative Ideas: Planning is fundamentally a thinking process.
It forces managers to think creatively about the future and find better ways of performing
tasks. It provides the scope for new ideas to emerge, which can be translated into concrete
plans.

5. Planning Facilitates Decision Making: Planning involves setting goals and identifying
alternative courses of action to achieve them. A manager has to evaluate each alternative
and select the most viable one. This process helps in making rational and thoughtful
decisions rather than haphazard ones.

6. Planning Establishes Standards for Controlling: Planning provides the goals or
standards against which actual performance is measured. If there were no pre-determined
goals (plans), there would be no benchmark for comparison, and the function of controlling
would be impossible. Therefore, planning is a prerequisite for controlling.

Quick Tip

Remember that planning is the foundation of all other management functions. You
cannot organize, direct, or control without a plan. Linking planning to other functions,
especially controlling, is a key point to make in any answer.

20. Distinguish between objectives and policies.

Solution:

Step 1: Understanding the Concepts:
Objectives and policies are both important elements of the planning process. Objectives define
the destination (what to achieve), while policies define the path or the rules of the road to get
there (how to act while achieving it).

Step 2: Key Differences:
A clear distinction can be made using a tabular format:
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Basis of Distinction Objectives Policies

Meaning Objectives are the end points to-
wards

Policies are general statements
or

which all activities are directed. understandings that guide
thinking and
action in decision-making.

Nature They are the desired results or
goals. They

They are principles and rules of
action.

represent the ”what” and ”why.” They represent the ”how.”

Scope Objectives are usually specific
and are

Policies are broad and provide
flexibility

expressed in quantitative terms. and discretion to the manager.

Purpose They provide the main direction
for all

They provide a framework
within which

organizational activities. decisions must be made to
achieve objectives.

Hierarchy Objectives are set by top man-
agement

Policies are generally framed by
top and

and then cascade down. middle management.

Example To increase annual sales by 20%. The policy may be ”We only sell
on a cash

To reduce customer complaints
by 15%.

basis” or ”We prioritize promot-
ing from
within the company.”

Step 3: Relationship:
Objectives and policies are closely related. Policies are derived from objectives. The main
purpose of a policy is to ensure that decisions made across the organization are consistent and
contribute towards achieving the pre-defined objectives. For example, if the objective is to be
a leader in customer satisfaction, a policy might be ”All customer complaints must be resolved
within 24 hours.”

Quick Tip

Remember the simple analogy: Objective = Destination (e.g., reach the city center).
Policy = Rule of the road (e.g., follow all traffic signals, do not exceed the speed
limit). The policy helps you reach the destination safely and correctly.

21. What is meant by informal organisation ?

Solution:

Step 1: Core Definition:
The informal organization refers to the social structure of an organization that emerges from
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the day-to-day interactions of employees. It exists alongside the formal organization but is not
reflected in the official organization chart. It is a natural outcome of people working together
and forming social groups.

Step 2: Characteristics of an Informal Organisation:

• Spontaneous Origin: It is not deliberately created by management. It originates auto-
matically from the personal and social interactions among employees.

• Based on Common Interests: Groups are formed based on shared interests, tastes,
friendships, and sentiments.

• No Fixed Rules: The norms and behaviors in an informal organization are not written
or rigid. They evolve over time based on group consensus.

• Informal Communication (Grapevine): Communication flows in all directions and is
not restricted by the formal scalar chain. This network is often called the ”grapevine.”

• Lack of Fixed Structure: It is a complex web of social relationships and does not have
a defined structure or hierarchy. Leadership is informal and is based on who the group
members look up to.

• Voluntary Membership: Employees become members of these groups by choice, not by
compulsion.

Step 3: Advantages and Disadvantages:

• Advantages: It can lead to faster communication through the grapevine, fulfill the social
needs of employees leading to higher job satisfaction, and provide support to its members.

• Disadvantages: It can spread rumors, resist change introduced by management, and
prioritize group interests over organizational goals.

Step 4: Conclusion:
The informal organization is an unavoidable and important part of any enterprise. A smart
manager does not try to eliminate it but understands its dynamics and leverages it to support
the achievement of formal organizational goals.

Quick Tip

Contrast the informal organization with the formal one to make the definition clearer.
Key contrasts are: Spontaneous vs. Deliberate, Social Needs vs. Org. Goals,
Grapevine vs. Scalar Chain, No Rules vs. Written Rules.

22. Explain the internal sources of recruitment.
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Solution:

Step 1: Understanding Internal Recruitment:
Internal recruitment is the process of seeking applicants for potential employment from among
the people who are already employed by the organization. It is a strategy of ’promoting from
within’ before looking for candidates externally. This method is generally faster and less ex-
pensive than external recruitment.

Step 2: Main Internal Sources/Methods:

1. Transfers:

• Definition: A transfer involves the horizontal movement of an employee from one
job, department, or location to another, usually without a significant change in salary,
status, or responsibility.

• Purpose: Transfers are often used to fill vacancies in departments where there is a
shortage of staff from departments that have a surplus. It is also a tool for employee
training, giving them a broader experience of the organization’s functions (job rota-
tion). It can also help resolve interpersonal conflicts or address employee grievances.

2. Promotions:

• Definition: A promotion is the vertical movement of an employee to a higher position
in the organizational hierarchy. It comes with increased responsibility, status, facilities,
and pay.

• Purpose: Promotions are a powerful motivational tool. They reward performance
and loyalty, boosting employee morale. Filling higher-level vacancies with internal
candidates ensures that the person is already familiar with the company’s culture and
policies. It creates a chain of promotions, as the vacancy created by the promoted
employee can also be filled internally.

3. Lay-offs:

• In some cases, employees who were temporarily laid off due to a lack of work can be
recalled to fill vacancies when the situation improves.

Step 3: Advantages of Internal Sources:

• Motivates Employees: It boosts morale and encourages employees to work harder with
the hope of promotion.

• Cost-Effective: It is cheaper as it saves costs associated with advertising, screening, and
selection processes.

• Faster Process: The recruitment and selection process is quicker as candidates are readily
available.

• Reliable: The organization is already aware of the skills, abilities, and work ethic of the
candidates.
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Quick Tip

Remember the two main internal sources with a simple mnemonic: Transfers are hor-
izontal (sideways move), Promotions are vertical (upward move). This helps
distinguish between them easily.

23. What is informal communication ?

Solution:

Step 1: Core Definition:
Informal communication is the unofficial channel of communication that arises from the social
interactions between members of an organization. It does not follow the formal lines of au-
thority and communication defined by the organizational hierarchy (the scalar chain). It is a
natural byproduct of people working together.

Step 2: The ”Grapevine”:
The network of informal communication is popularly known as the grapevine. The term origi-
nates from the American Civil War, where telegraph lines were strung loosely from tree to tree,
resembling grapevines, and the messages were often distorted. The grapevine has several key
characteristics:

• Speed: It transmits information very rapidly, often faster than formal channels.

• Multi-directional: Unlike formal communication which is typically vertical, the grapevine
can flow in any direction—up, down, and sideways—between employees of any level or de-
partment.

• Distortion: The information passing through the grapevine is often subject to distortion,
additions, and subtractions, which can lead to rumors and misinformation.

• Inevitable: It is a natural part of any organization and cannot be eliminated by man-
agement.

Step 3: Types of Grapevine Networks:
There are several patterns the grapevine can follow:

• Single Strand Chain: Information passes from one person to another in a sequence.

• Gossip Chain: One person non-selectively tells everyone they encounter.

• Probability Chain: Information is passed randomly.

• Cluster Chain: One person tells a selected group of trusted colleagues, who then tell
other trusted colleagues. This is the most common pattern.

Step 4: Advantages and Disadvantages:
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• Advantages: Fulfills social needs, spreads information quickly, and can provide managers
with valuable feedback about employee morale and concerns.

• Disadvantages: Often carries incomplete or inaccurate information (rumors), can dam-
age reputations, and may undermine formal authority.

Quick Tip

Always associate informal communication with the term ”grapevine.” Mentioning its
key characteristics like speed and its potential for spreading rumors will show a compre-
hensive understanding.

24. Distinguish between Leader and Manager.

Solution:

Step 1: Understanding the Concepts:
While the terms ’leader’ and ’manager’ are often used interchangeably, they represent different
concepts. Management is a formal position in an organization, while leadership is a quality of
influencing people. An individual can be a manager, a leader, both, or neither.

Step 2: Key Differences:
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Basis of Distinction Manager Leader

Source of Authority Authority comes from a formal
position

Authority (influence) comes
from the

in the organization’s hierarchy. followers, based on trust and re-
spect.

Focus Focuses on systems, structure,
and the

Focuses on people and their mo-
tivation.

present. Asks ”how” and
”when.”

Focuses on the future. Asks
”what” and ”why.”

Approach Administers and maintains the
status quo.

Innovates and develops new
ways of doing things.

Manages through planning,
budgeting,

Leads through establishing a vi-
sion, aligning

organizing, and controlling. people, and inspiring them.

Relationship Has subordinates. The relation-
ship is formal

Has followers. The relationship
is often

and based on authority. informal and based on personal
influence.

Objective Aims to achieve organizational
goals by

Aims to achieve shared goals by
inspiring

directing and controlling re-
sources.

commitment and passion.

Risk Attitude Tends to be risk-averse and fo-
cuses on

Is often a risk-taker and chal-
lenges the

minimizing deviation from the
plan.

status quo.

Quote ”Managers do things right.” ”Leaders do the right things.”

Step 3: Conclusion:
A manager’s job is to ensure that the work is done correctly and efficiently, maintaining order.
A leader’s role is to inspire and create a vision that people want to follow. An ideal executive
combines the qualities of both a manager and a leader, creating what is known as a ’manage-
rial leader’. They can not only plan and organize but also inspire and motivate their team to
achieve greatness.

Quick Tip

A powerful way to summarize the difference is with the quote by Warren Bennis: ”Man-
agers are people who do things right, and leaders are people who do the right
thing.” This captures the essence of the distinction between execution (management)
and vision (leadership).

25. How does the control simplify the task of a supervisor ?
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Solution:

Step 1: Understanding the Role of a Supervisor and the Control Function:
A supervisor is a lower-level manager responsible for the direct oversight of employees per-
forming the work. The controlling function involves setting standards, measuring actual per-
formance, and taking corrective action. This function provides a systematic framework that
greatly simplifies the supervisor’s job.

Step 2: Ways in which Controlling Simplifies a Supervisor’s Task:

1. Provides Clear Standards of Performance: The control process begins with setting
clear, measurable standards (e.g., ”produce 100 units per day,” ”achieve a customer sat-
isfaction score of 9/10”). These standards give both the supervisor and the employees a
clear understanding of what is expected. The supervisor’s task is simplified because they
don’t have to rely on subjective judgment; they can measure performance against these
pre-defined benchmarks.

2. Enables Management by Exception: A key principle of control is ’Management by
Exception’, which states that a manager should only focus on those activities where per-
formance significantly deviates from the standard. This simplifies the supervisor’s job
immensely. Instead of monitoring every single detail of every employee’s work, the su-
pervisor can focus their limited time and attention only on the significant problems or
exceptions that require their intervention.

3. Facilitates Objective Feedback and Appraisal: By comparing actual performance
against set standards, a supervisor can provide objective and constructive feedback to em-
ployees. The conversation is based on facts and data (”Your output was 90 units against
a target of 100”) rather than personal opinions. This makes performance appraisals fairer
and simplifies the difficult task of evaluating subordinates.

4. Identifies Need for Corrective Action: The control system automatically flags devi-
ations. This simplifies the supervisor’s task of problem-solving. It helps them to quickly
identify not just that there is a problem, but often where the problem lies (e.g., a specific
machine is underperforming, or a particular employee needs more training), allowing them
to take targeted corrective actions.

Quick Tip

Focus on Management by Exception. This is the most powerful way control simplifies
a supervisor’s work. It allows them to move from being a micromanager who checks
everything to a strategic overseer who focuses only on what’s important.
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26. What is meant by working capital ?

Solution:

Step 1: Core Definition:
Working capital is a financial metric that represents the operational liquidity available to a
business. It is essential for the smooth functioning of a company’s daily activities, such as
purchasing raw materials, paying wages, and meeting other short-term obligations.

Step 2: Concepts of Working Capital:
There are two main concepts of working capital:

1. Gross Working Capital (GWC):

• This refers to the firm’s total investment in its current assets.

• Current assets are assets that are expected to be converted into cash within one year
or one operating cycle.

• Examples of Current Assets: Cash in hand/bank, marketable securities, bills
receivable, debtors (accounts receivable), inventory (raw materials, work-in-progress,
finished goods), and prepaid expenses.

•
Gross Working Capital = Total Current Assets

2. Net Working Capital (NWC):

• This is the more common and analytical concept. It is the excess of current assets
over current liabilities.

• Current liabilities are obligations that are due for payment within one year.

• Examples of Current Liabilities: Bills payable, creditors (accounts payable), out-
standing expenses, and short-term loans.

•
Net Working Capital = Current Assets - Current Liabilities

• A positive Net Working Capital indicates that the company has enough short-term
assets to cover its short-term liabilities, signifying good short-term financial health.
A negative NWC can be a sign of liquidity problems.

Step 3: The Operating Cycle:
Working capital is also known as circulating capital because it is constantly being converted
from one form to another in a cycle. For example, cash is used to buy raw materials, which are
converted into finished goods. When the goods are sold on credit, they become debtors. When
the debtors pay, it becomes cash again. The time taken to complete this cycle is the operating
cycle, and managing working capital means managing this cycle efficiently.
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Quick Tip

Remember the formula: NWC = CA - CL. A positive NWC is generally a good sign
of liquidity. Think of it as the money a business has to ”work with” in the short term
after covering its immediate bills.

27. What is meant by Financial Management ?

Solution:

Step 1: Core Definition:
Financial Management refers to the strategic planning, organizing, directing, and controlling
of the financial activities and resources of an organization. It is the application of general
management principles to the financial functions of an enterprise. The core goal is to ensure
that the firm has sufficient funds, that they are sourced in the most optimal way, and that they
are used effectively and efficiently.

Step 2: Primary Objective:
The primary objective of modern financial management is Wealth Maximization. This
means maximizing the market value of the company’s shares. It is considered superior to the
traditional objective of profit maximization because it considers the time value of money, risk,
and the long-term health of the company.

Step 3: Key Decisions in Financial Management:
Financial management revolves around making three fundamental types of decisions:

1. Investment Decision (Capital Budgeting):

• This decision relates to the careful selection of assets in which the firm’s funds will be
invested.

• It involves long-term decisions (like buying new machinery, known as capital budget-
ing) and short-term decisions (like managing inventory and cash, known as working
capital management).

• The Goal: To invest in projects that generate a return greater than the cost of
capital.

2. Financing Decision (Capital Structure):

• This decision is concerned with raising finance from various long-term sources.

• It involves deciding the optimal mix of debt (borrowed funds) and equity (owner’s
funds) in the company’s capital structure.

• The Goal: To create a capital structure that minimizes the overall cost of capital
and maximizes the firm’s value.

3. Dividend Decision:
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• This decision relates to the distribution of profits. The financial manager must decide
how much of the profit should be distributed to the shareholders as dividends and how
much should be retained in the business for future investment (retained earnings).

• The Goal: To find a dividend policy that maximizes the market value of the firm’s
shares.

Quick Tip

Remember the three pillars of financial management: Investment, Financing, and
Dividend decisions. Any question about financial management can usually be answered
by relating it back to one or more of these three core decisions.

28. Distinguish between Advertisement and Personal selling.

Solution:

Step 1: Understanding the Concepts:
Both advertising and personal selling are key components of the promotion mix in marketing,
but they use very different approaches to communicate with customers.

Step 2: Key Differences:
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Basis of Distinction Advertisement Personal Selling

Form of Communication Impersonal. There is no di-
rect contact

Personal. It involves a face-
to-face

between the marketer and the
customer.

interaction between the buyer
and seller.

Communication Flow One-way communication
from the

Two-way communication. It
allows for

marketer to the audience. immediate feedback and dia-
logue.

Reach and Audience Reaches a mass audience si-
multaneously.

Reaches a very limited num-
ber of

It is a tool for mass market-
ing.

customers at a time.

Cost Cost per person reached is
very low,

Cost per person reached is
very high.

but the total absolute cost is
high.

Flexibility Inflexible. The message is
standardized

Highly flexible. The salesper-
son can

and cannot be adjusted to in-
dividual

tailor the sales presentation
to the specific

customers. needs and reactions of the
customer.

Time Covers the market in a short
time.

Takes a long time to cover the
entire market.

Feedback Feedback is not immediate; it
is gathered

Feedback is immediate. The
salesperson can

through market research. gauge the customer’s reaction
on the spot.

Media Uses mass media like TV, ra-
dio,

Relies on the skills of the sales
force.

newspapers, and the internet.

Suitable For Standardized products,
FMCG.

Industrial goods, complex,
and expensive products.

Quick Tip

The core difference lies in the word ”personal.” Advertising is impersonal mass
communication, while Personal Selling is personal one-to-one communication.
All other differences (flexibility, cost per person, feedback) stem from this fundamental
distinction.

29. Explain in brief the components of physical distribution.
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Solution:

Step 1: Understanding Physical Distribution:
Physical distribution, also known as logistics, is a key component of the ’Place’ element of the
marketing mix. It covers all the activities involved in moving finished products from the end
of the production line to the final consumer. The goal is to make the right product available
at the right place, at the right time, and in the right condition, at a minimal cost.

Step 2: Key Components:
There are four major components of physical distribution:

1. Order Processing:

• Description: This is the starting point of the distribution process. It involves re-
ceiving the customer’s order, checking its accuracy, recording the entry, checking the
customer’s creditworthiness, and transmitting the order to the warehouse for dispatch.

• Importance: The speed and accuracy of order processing directly impact customer
satisfaction. An efficient system reduces the order cycle time.

2. Warehousing:

• Description: This involves the storing and protecting of goods before they are sold.
There is often a time lag between the production and consumption of goods, and
warehousing bridges this gap. Decisions here include where to locate warehouses and
whether to use public or private facilities.

• Importance: Warehousing provides time utility and helps to stabilize prices by
matching supply with demand.

3. Inventory Control:

• Description: This involves managing the level of inventory (stock of goods). A
firm must decide how much inventory to hold. Holding too much inventory increases
storage and capital costs, while holding too little can lead to stock-outs and lost sales.

• Importance: Effective inventory control ensures that products are available when
customers want them, without incurring excessive costs. It’s a critical balancing act.

4. Transportation:

• Description: This is the physical movement of goods from the place of production to
the place of consumption. It is the most visible component of logistics. Key decisions
involve choosing the mode of transport (e.g., road, rail, air, sea, pipeline).

• Importance: Transportation provides place utility. The choice of transport mode
affects the cost, speed, and condition in which the goods arrive, all of which impact
customer satisfaction.
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Quick Tip

Remember the acronym OWIT to recall the components: Order Processing,
Warehousing, Inventory, Transportation. The goal of managing these components is
to balance customer service levels with distribution costs.

30. What is Consumer Protection Act ?

Solution:

Step 1: Core Definition:
The Consumer Protection Act (CPA) is a social welfare legislation designed to protect and pro-
mote the rights and interests of consumers in India. It replaced the earlier Act of 1986 with a
new Act in 2019 to address the challenges of a modern marketplace, including e-commerce and
digital transactions. The fundamental objective is to provide simple, speedy, and inexpensive
redressal of consumer grievances.

Step 2: Key Objectives of the Act:

• To protect consumers against the marketing of goods and services which are hazardous to
life and property.

• To inform consumers about the quality, quantity, potency, purity, standard, and price of
goods or services.

• To assure consumers, wherever possible, access to a variety of goods and services at com-
petitive prices.

• To ensure that consumer interests will receive due consideration at appropriate forums.

• To provide a mechanism for redressal of consumer grievances.

• To educate consumers about their rights.

Step 3: Consumer Rights under the Act:
The Act enshrines six key rights for consumers:

1. Right to Safety: Protection from hazardous goods.

2. Right to be Informed: Access to information about the product.

3. Right to Choose: Access to a variety of products at competitive prices.

4. Right to be Heard: The right to have consumer interests heard in appropriate forums.

5. Right to Seek Redressal: The right to get relief against unfair trade practices.

6. Right to Consumer Education: The right to acquire the knowledge and skill to be an
informed consumer.
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Step 4: Three-Tier Redressal Machinery:
The Act establishes a three-tier quasi-judicial system for resolving consumer disputes:

• District Consumer Disputes Redressal Commission (District Commission): For
claims up to 1 crore.

• State Consumer Disputes Redressal Commission (State Commission): For claims
between 1 crore and 10 crores.

• National Consumer Disputes Redressal Commission (National Commission):
For claims exceeding 10 crores.

The Consumer Protection Act, 2019 also introduced new concepts like the establishment of a
Central Consumer Protection Authority (CCPA) to regulate and prevent unfair trade practices,
rules for e-commerce, and provisions for product liability.

Quick Tip

When asked about the Consumer Protection Act, always mention the three-tier redres-
sal machinery (District, State, National Commissions) and the six consumer
rights. These are the cornerstones of the legislation. Mentioning the new Act of 2019
shows your knowledge is up-to-date.

31. Explain the principles of scientific management of Taylor.

Solution:

Step 1: Introduction to Scientific Management:
Frederick Winslow Taylor (F.W. Taylor) is known as the father of Scientific Management. His
primary concern was to increase efficiency in production by eliminating waste and standardiz-
ing work methods. He proposed four fundamental principles to guide management.

Step 2: Explanation of the Four Principles:

1. Science, Not Rule of Thumb:

• Meaning: Taylor advocated that each job in the organization should be based on
scientific inquiry and not on intuition, experience, or hit-and-miss methods (rule of
thumb).

• Method: This involves conducting studies like time study, motion study, and fatigue
study to determine the ”one best way” of performing a job. This best way should
then be adopted as the standard method for all workers.

• Example: Instead of letting each worker decide how to load iron pigs onto a rail car,
management should scientifically determine the most efficient sequence of motions,
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the right tools, and the optimal rest intervals to maximize output without tiring the
worker.

2. Harmony, Not Discord:

• Meaning: Taylor emphasized that there should be complete harmony and proper un-
derstanding between management and workers. He called for a ”Mental Revolution,”
where both sides change their thinking and attitude towards each other.

• Method: Management should share the gains of increased productivity with the
workers, and workers should work with discipline and loyalty. This creates a positive
relationship, replacing the old discord and suspicion with cooperation.

3. Cooperation, Not Individualism:

• Meaning: This principle is an extension of ’Harmony, Not Discord’. It empha-
sizes mutual cooperation between workers and management, instead of individualism.
Competition should be replaced by cooperation.

• Method: Management should actively involve workers in decision-making that affects
them and welcome their suggestions. Work and responsibility should be almost equally
divided between management (planning the work) and workers (executing the work).

4. Development of Each and Every Person to His or Her Greatest Efficiency and
Prosperity:

• Meaning: Industrial efficiency depends on the efficiency of the workers. Worker
efficiency, in turn, depends on proper selection and training.

• Method: Taylor advocated for a scientific process for selecting employees. After
selection, they must be given training suited to their capabilities to learn the ”one
best method.” This ensures that each employee can work at their maximum potential,
leading to their greatest efficiency and prosperity (higher wages) and also for the
company (higher profits).

Quick Tip

To remember Taylor’s principles, focus on the core idea of replacing old, arbitrary meth-
ods with a scientific approach to increase efficiency for the mutual benefit of both manage-
ment and workers. The ”Mental Revolution” is a key concept underlying these principles.

32. Explain the policies and procedure by giving suitable examples.

Solution:

Step 1: Defining Policy:
A policy is a general statement or understanding that guides the thinking and decision-making
of managers. Policies define the boundaries within which decisions can be made, ensuring that
they are consistent with and contribute to organizational objectives. They are guides to thought
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and action and often answer the ’why’.

• Characteristics: Policies are typically broad, flexible, and stated in general terms. They
allow for some discretion and interpretation by the manager.

• Example: A company might have a Recruitment Policy that states, ”Our policy is to
recruit the most qualified person for any open position.” Another example is a Pricing
Policy like ”We will not be undersold,” or a Sales Policy such as ”We sell goods on a
cash basis only.”

Step 2: Defining Procedure:
A procedure is a series of related, chronological steps that must be followed in a specific order
to accomplish a task. Procedures are guides to action, not thinking. They detail the exact
manner in which a certain activity must be accomplished and answer the ’how’.

• Characteristics: Procedures are specific, rigid, and detailed. They leave very little room
for discretion or deviation. They are typically found in operational areas of a business.

• Example: To implement the Sales Policy of ”cash sales only,” the company would
establish a Sales Procedure which might include the following steps:

1. Greet the customer and showcase the products.

2. Once the customer selects a product, generate an invoice.

3. Direct the customer to the cashier’s counter.

4. The cashier accepts only cash or debit/credit card payments (no credit).

5. Issue a receipt and hand over the packaged product.

Step 3: Relationship and Difference:

• Relationship: Procedures are the operational steps to implement policies. A policy is
established first, and then procedures are developed to carry it out.

• Difference: The key difference is that policies guide decision-making and allow for man-
agerial discretion, while procedures detail the exact sequence of steps to be taken and
allow for no discretion. A policy is a guide to thinking, while a procedure is a guide to
action.

Quick Tip

Think of it this way: Policy is the ’What’ and ’Why’ (What’s our rule? Why?
To be fair/efficient etc.). Procedure is the ’How’ (How do we follow this rule?
Step 1, Step 2...).

33. Distinguish between centralisation and decentralisation.
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Solution:

Step 1: Understanding the Concepts:
Centralisation and decentralisation are concepts that relate to the degree of authority that is
held at different levels of the management hierarchy. They represent two ends of a spectrum
regarding the delegation of authority.

• Centralisation: It is a situation where decision-making power is retained by top manage-
ment. Subordinates are expected to follow the instructions of their superiors, and there is
very little delegation of authority.

• Decentralisation: It is the systematic and planned delegation of authority to the lowest
levels of the organization, except for that which can only be exercised at the central points.
It empowers lower-level managers to make decisions relevant to their areas of operation.

Step 2: Key Differences:
Basis of Distinction Centralisation Decentralisation

Meaning Concentration of authority at
the top.

Systematic dispersal of author-
ity.

Flow of Authority Authority flows downwards but
is

Authority is delegated and
flows

mostly retained at the top. throughout the organization.

Decision Making Decision-making is slow as it is
done

Decision-making is faster as de-
cisions

by a few top executives. are taken at the point of action.

Role of Subordinates The role of subordinates is lim-
ited to

The role and importance of
subordinates

implementing the decisions of
superiors.

increases as they are involved
in decisions.

Burden on Top Mgmt Top management is heavily
burdened

The burden on top manage-
ment is

with operational decisions. reduced, allowing them to fo-
cus on strategy.

Suitability Suitable for small organiza-
tions or in

Suitable for large, diversified

times of crisis requiring firm
control.

organizations operating in dy-
namic environments.

Control Provides tight and unified con-
trol.

Control is more relaxed; focus
is on results.

Step 3: Conclusion:
According to Henri Fayol, no organization can be completely centralised or completely decen-
tralised. A balance is needed. The degree of centralisation or decentralisation depends on
factors like the size of the organization, the competence of subordinates, the nature of the
business, and the management’s philosophy.
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Quick Tip

Remember that centralisation and decentralisation are not an ’either/or’ situation but a
matter of ’how much’. An easy way to remember is: Centralisation = Power at the
Center, Decentralisation = Power Distributed.

34. What do you mean by staffing ? Is it a part of Human Resource Management ?

Solution:

Step 1: Defining Staffing:
Staffing is a key function of management that involves manning the organization structure
through proper and effective recruitment, selection, placement, appraisal, and development of
personnel to fill the roles designed into the structure. The main purpose of staffing is to put
the right person in the right job at the right time.
The staffing process includes the following key components:

• Manpower Planning: Estimating the number and type of employees an organization
will need in the future.

• Recruitment: Identifying and attracting potential candidates for jobs.

• Selection: Choosing the most suitable candidates from the pool of applicants.

• Placement and Orientation: Placing the selected person in their job and introducing
them to the organization.

• Training and Development: Enhancing the skills and knowledge of employees.

• Performance Appraisal: Evaluating an employee’s performance against standards.

• Promotion and Career Planning: Managing the career progression of employees.

• Compensation: Determining wages, salaries, and other rewards.

Step 2: Relationship with Human Resource Management (HRM):
The question of whether staffing is part of HRM requires understanding the scope of HRM.

• Human Resource Management (HRM) is a broader and more strategic concept. It is
the part of management that is concerned with people at work and with their relationships
within an enterprise. HRM’s aim is to ensure that the organization is able to achieve
success through people.

• Scope of HRM: HRM includes the entire spectrum of managing the human resources
of an organization. This includes not only the staffing function (recruitment, selection,
training) but also aspects like managing employee relations, maintaining personnel records,
managing compensation and benefits, ensuring legal compliance, and fostering a positive
organizational culture.
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Step 3: Conclusion - Is Staffing a part of HRM?
Yes, staffing is a fundamental part of Human Resource Management. In modern
business, the traditional, narrower concept of ”staffing” is seen as one of the key operational
functions within the much broader and more strategic framework of HRM.

• In smaller organizations, the line managers may perform the staffing function directly.

• In larger organizations, there is a dedicated Human Resource Department that manages
all HRM activities, including the entire staffing process.

Therefore, staffing is the component of HRM that focuses on the procurement and development
of employees.

Quick Tip

Think of HRM as a large circle representing everything related to managing people in an
organization. Staffing is a smaller, very important circle inside it that deals specifically
with finding, hiring, and developing those people.

35. Distinguish between Management and Leadership.

Solution:

Step 1: Understanding the Concepts:
While the terms ’management’ and ’leadership’ are often used interchangeably, they represent
different concepts. Management is a formal position in an organization, while leadership is a
quality of influencing people. An individual can be a manager, a leader, both, or neither.

Step 2: Key Differences:
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Basis of Distinction Management Leadership

Meaning The process of dealing with or
controlling

The ability to influence a group
towards

things or people to achieve ob-
jectives.

the achievement of a vision or
goals.

Source of Authority Authority is formal and comes
from the

Authority (influence) is informal
and is

position in the organization’s hi-
erarchy.

granted by the followers.

Focus Focuses on systems, structure,
and the

Focuses on people, vision, and
the future.

present. Asks ”how” and
”when.”

Asks ”what” and ”why.”

Approach Administers and maintains the
status quo.

Innovates and develops new
ways of doing things.

Manages through planning and
controlling.

Leads through inspiring and mo-
tivating.

Relationship Has subordinates. Has followers.

Risk Attitude Tends to be risk-averse and
seeks stability.

Is often a risk-taker and thrives
on change.

Core Idea ”Doing things right.” (Effi-
ciency)

”Doing the right things.” (Effec-
tiveness)

Step 3: Conclusion:
A manager’s job is to ensure that the work is done correctly and efficiently, maintaining order
and stability. A leader’s role is to inspire and create a vision that people want to follow, often
driving change. While management is a position, leadership is a relationship. The most effec-
tive executives combine both management skills and leadership qualities. They can not only
plan and organize but also inspire their team to go above and beyond.

Quick Tip

A powerful way to summarize the difference is with the quote by Warren Bennis: ”Man-
agers are people who do things right, and leaders are people who do the right
thing.” This captures the essence of the distinction between execution (management)
and vision (leadership).

36. Explain the various steps involved in the process of control.

Solution:

Step 1: Understanding the Control Process:
Controlling is a fundamental management function that ensures that activities in an organiza-
tion are performed as per the plans. It helps in identifying deviations from the set goals and
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taking corrective actions. The process of control is a continuous cycle involving several steps.

Step 2: The Steps in the Control Process:

1. Setting Performance Standards:

• The first step is to establish standards of performance. Standards are the criteria or
benchmarks against which actual performance will be measured.

• Standards should be specific, measurable, achievable, relevant, and time-bound (SMART).
They can be quantitative (e.g., produce 100 units per day) or qualitative (e.g., im-
prove employee morale). These standards are derived from the objectives set during
the planning stage.

2. Measurement of Actual Performance:

• Once the standards are set, the next step is to measure the actual performance of
employees or departments.

• Performance should be measured in an objective and reliable manner. Techniques for
measurement include personal observation, sample checking, and performance reports.
The measurement should be in the same units as the standards for easy comparison.

3. Comparison of Actual Performance with Standards:

• This step involves comparing the actual performance with the established standards.
The comparison will reveal any deviation or variance between the planned and actual
results.

• If performance matches the standard, it is considered to be under control.

4. Analysing Deviations:

• All deviations need to be analyzed to determine their causes. It is neither efficient nor
economical to control every deviation. Therefore, managers use:

– Critical Point Control: Focus on Key Result Areas (KRAs) which are critical
for the success of the organization.

– Management by Exception: A manager should only focus on significant devi-
ations that are beyond a permissible limit. Trivial deviations can be ignored.

The causes of significant deviations (e.g., unrealistic standards, defective materials,
faulty machinery, inefficient workers) must be identified.

5. Taking Corrective Action:

• This is the final and most important step. If deviations are significant, the manager
must take corrective measures to get back on track.

• Corrective action might involve improving the work process, providing additional
training to employees, repairing or replacing machinery, or even revising the stan-
dards if they are found to be unrealistic. If there is no deviation, no action is needed.
This step ensures that deviations do not recur.
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Quick Tip

Remember the control process as a continuous feedback loop. The results of the corrective
action feed back into the planning and execution process, helping to improve future
performance. The acronym S-M-C-A-T (Set Standards, Measure, Compare, Analyse,
Take Action) can help you remember the steps.

37. Explain the qualities of a good leader.

Solution:

Step 1: Understanding Leadership Qualities:
Leadership is the ability to influence others to work willingly towards achieving common goals.
While there is no single universally agreed-upon list, several qualities are consistently identified
as essential for effective leadership.

Step 2: Key Qualities of a Good Leader:

1. Integrity and Honesty: This is the most important quality. A leader must be ethical,
honest, and trustworthy. People will not follow someone they do not trust. Integrity means
being consistent in one’s values, words, and actions.

2. Vision: A good leader has a clear and compelling vision of the future. They can see where
the team or organization needs to go and can articulate this vision in a way that inspires
others to follow.

3. Communication Skills: A leader must be an excellent communicator. They need to be
able to clearly explain the vision, goals, and tasks to their team. This includes not just
speaking and writing effectively, but also being a good listener.

4. Confidence and Decisiveness: Effective leaders are self-confident and believe in their
ability to succeed. This confidence inspires trust in their followers. They must also be
decisive, able to make quick and firm decisions, especially under pressure.

5. Ability to Motivate: A leader must be able to inspire and motivate their followers to
give their best. They understand the needs and desires of their team members and use
this understanding to encourage them towards achieving goals.

6. Empathy: Empathy is the ability to understand and share the feelings of another person.
A good leader is able to put themselves in the shoes of their followers, understand their
problems, and support them. This builds loyalty and a strong team spirit.
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7. Competence and Knowledge: A leader should have sufficient knowledge and compe-
tence in their field of work. This expertise earns them the respect of their followers and
enables them to guide the team effectively.

8. Initiative and Responsibility: A good leader does not wait for opportunities to come to
them; they take the initiative to create them. They are also willing to take responsibility
for the outcomes, both good and bad, and do not blame others for failures.

Quick Tip

When explaining leadership qualities, try to group them into categories like personal traits
(integrity, confidence), interpersonal skills (communication, empathy), and professional
skills (vision, knowledge). This provides a more structured and comprehensive answer.

38. Discuss the methods of training.

Solution:

Step 1: Categorization of Training Methods:
Training methods are the various techniques and approaches used to impart skills and knowl-
edge to employees. They are generally categorized based on the location where the training
takes place.

• On-the-Job Training (OJT): These methods involve learning by doing. The trainee
learns the job skills in the actual work environment, under the guidance of a supervisor or
an experienced employee.

• Off-the-Job Training: These methods involve training the employee away from their
immediate work location. This allows them to focus on learning without the pressure of
daily work.

Step 2: Discussion of On-the-Job Methods:
These methods are suitable for technical and skills-based jobs.

1. Apprenticeship Training: This is used for skilled trades (e.g., electrician, plumber).
The trainee (apprentice) works under the guidance of a master craftsman for a prescribed
period. It involves both theoretical instruction and practical, hands-on experience.

2. Coaching: In this method, a superior acts as a coach to a subordinate. The coach guides,
instructs, and provides feedback to the trainee on how to perform their job effectively. It
is a one-to-one interaction.

3. Job Rotation: This involves shifting the trainee from one job to another, and from one
department to another. The purpose is to provide the trainee with a broader experience
and understanding of the various functions of the organization.
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4. Internship Training: This is a joint program between educational institutions and busi-
ness firms. Students get an opportunity to apply their theoretical knowledge in a real-world
setting, and companies get access to fresh talent.

Step 3: Discussion of Off-the-Job Methods:
These methods are often used for managerial and conceptual training.

1. Classroom Lectures/Conferences: This is a traditional method where information is
conveyed to a large group of trainees through lectures, presentations, and discussions. It
is effective for imparting theoretical knowledge and principles.

2. Vestibule Training: This method involves creating a simulated work environment away
from the actual shop floor. The trainee learns on the actual equipment they will be using,
but in a controlled, stress-free environment. It is used for training on delicate or dangerous
machinery.

3. Case Study Method: Trainees are given a case (a written description of a real-life
business problem) to analyze and discuss. They are expected to identify the problem,
analyze its causes, and suggest solutions. This method develops analytical and decision-
making skills.

4. Computer Modelling/Simulations: This involves creating a programmed model that
simulates a real-life work situation. Trainees can experiment with decision-making in a
risk-free environment. It is often used for training in complex problem-solving.

Step 4: Conclusion:
The choice of a training method depends on various factors such as the training objectives, the
number of trainees, the complexity of the skills to be learned, and the cost and time available.
Often, a blend of both on-the-job and off-the-job methods is the most effective approach.

Quick Tip

Remember the key distinction: On-the-Job = Learning while Earning/Doing (prac-
tical, less costly). Off-the-Job = Learning away from Work (theoretical, allows
focus, can be expensive).
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