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A Manager is a person responsible for the work performance of group members. He or she 

has the formal authority to commit organizational resources.  

 

Management is the process of using organizational resources to achieve organizational 

objectives through the functions of planning, organizing and staffing, leading, and 

controlling.  

 

Managerial jobs are typically divided into three levels: 

    

TYPES OF MANAGERS  

Managerial jobs can be divided into functional and general managers, administrators, 

entrepreneurs and small-business owners, and team leaders. 

A.  Functional and General Managers 

Functional managers supervise the work of employees engaged in specialized 

activities, such as accounting and quality control. General managers are responsible 

for the work of several different groups performing a variety of functions. Company 

presidents and division heads are general managers. Key tasks of general managers 

include shaping the work environment and crafting a strategic vision. 

B.  Administrators 

An administrator is a manager who works in a public or nonprofit organization 

(including educational institutions) rather than in a business firm. The fact that 

individual contributors in nonprofit organizations are sometimes referred to as 

administrators often causes confusion.  

  

C. Entrepreneurs and Small-Business Owners 

Entrepreneurs are people who begin a new business based on an innovative idea for a 

product or service. A small-business owner operates a small business that is not 
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necessarily entrepreneurial (innovative). A major characteristic of both entrepreneurs 

and small-business owners is their passion for their work.  

 

Recent research has identified three roles, or activities, within entrepreneurial work 

that arouse passion: opportunity recognition, venture creation, and venture growth. 

D.  Team Leaders 

A team leader coordinates the work of a small group of people, while acting as a 

facilitator and catalyst. Team leaders are found at many organizational levels, and are 

also referred to as project managers, process managers, and task-force leaders. 

 

All of the managerial jobs describe above vary considerably on the demands placed 

on the job holder, such as some CEO jobs more demanding and stressful than others. 

  

THE PROCESS OF MANAGEMENT  

 

Managerial work can be regarded as a process, a series of actions that brings about a goal. 

To achieve that objective, the manager uses resources and carries out the four managerial 

functions.  

1. Planning. Planning involves setting goals and figuring out ways of reaching them.                         

Planning is the central function of management. 

2. Organizing and Staffing. Organizing is the process of making sure the necessary  

human and physical resources are available to carry out a plan and achieve  

organizational goals. Staffing involves ensuring there are the necessary human  

resources to achieve organizational goals. Hiring is a typical staffing activity.        

(Organizing and staff is now often referred to as talent management.) 

3. Leading. Leading is the managerial function of influencing others to achieve                                  

       organizational objectives. Leadership is the interpersonal aspect of management. 

4. Controlling. Controlling is the managerial function of ensuring that performance 

conforms to plans. Controlling involves comparing actual performance to a  

predetermined standard. Computerized controls are widely used. 

      

THE FIVE MANAGERIAL SKILLS  

  To be effective, managers need to possess technical, interpersonal, conceptual,  

diagnostic, and political skills. 

 

A. Technical Skill 

       Technical skill involves an understanding of and proficiency in a specific activity that  

involves methods, processes, procedures, or techniques. Budget preparation is an 

example of a technical skill. 

B. Interpersonal Skill 

Interpersonal (or human relations) skill is the manager’s ability to work effectively as 

a team member and to build cooperative effort in the unit. Communication skills are 

an example of an important interpersonal skill. An important subset of interpersonal 

skills for managers is multiculturalism, or the ability to work effectively and conduct 

business with people from different cultures. Many managers at all levels ultimately 

fail because their interpersonal skills are not good enough for the demands of the job. 
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C. Conceptual Skill 

 Conceptual skill is the ability to see the organization as a total entity (the “big picture”). 

 Strategic planning requires conceptual skill. The need for conceptual skill continues to 

   grow. 

D. Diagnostic Skill 

Diagnostic skill involves investigating a problem and then choosing a course of 

action to solve it. 

E. Political Skill 

 Political skill is the ability to acquire the power necessary to reach objectives. 

Managers high in political skill possess a keens sense of astuteness and understanding of 

people.  Negotiating and forming alliances are examples of political skills. Political skill 

should be regarded as a supplement to job competence and other basic skills. 

 

 

THE EVOLUTION OF MANAGEMENT THOUGHT AND APPROACHES TO 

MANAGEMENT  

  

Management as a practice has an almost unlimited history. As a formal study, management 

began in the 1700s as part of the Industrial Revolution.     

 

The Classical Approach to Management: The classical approach to management encompasses 

scientific management and administrative management. The focus of scientific management 

was on the application of scientific methods to increase individual workers’ productivity.  

  

1. Administrative management was concerned primarily with how organizations  should be 

managed and structured. One of the key contributions of the classical school has been to 

study management from the framework of planning, organizing, leading, and controlling. 

Alfred D. Chandler J., the Harvard University business historian, was a key figure in 

promoting the importance of the classical approach to management. His famous thesis is 

that a firm’s structure is determined or chosen by its strategy; other wise the firm 

becomes inefficient.  

 

2. The Behavioral Approach: The behavioral approach to management emphasizes 

improving management through the psychological makeup of people. The theme of the 

behavioral (or human resources) approach is to focus on understanding people. Three 

direct cornerstones of the human resources approach are the Hawthorne studies, Theory 

X and Theory Y, and Maslow’s need hierarchy.  

 

3. Quantitative Approaches to Management:    The quantitative approach to management is 

a group of methods to managerial decision making that is based on the scientific method. 

Frequently used quantitative tools and techniques of the quantitative approach include 

statistics, linear programming, network analysis, decision trees, and computer 

simulations. Frederick Taylor’s work provided the foundation for the quantitative 

approach to management. However, operations research stemming from World War II is 

the true beginning of quantitative approaches to management.  
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4. The Systems Perspective: The systems perspective is a way of viewing problems more 

than a specific approach to management. It is based on the concept that an organization is 

a system, or an entity of interrelated parts. If you adjust one part of the system, other 

parts will be affected automatically. From a systems viewpoint, the organization also 

interacts with the outside world, transforming inputs (such as money and material) into 

outputs (such as products and services). Two other systems concepts are important. 

Entropy is the tendency of a system to run down and die if it does not receive fresh inputs 

from its environment. Synergy means that the whole is greater than the sum of its parts.  

 

5. The Contingency Approach: The contingency approach of management emphasizes that 

there is no one best way to manage people or work. A method that leads to high 

productivity or morale in one situation may not achieve the same results in another. The 

contingency approach is derived from the study of leadership and organization structures. 

Common sense also contributes heavily to the contingency approach.  

 

6. The Information Technology Era and Beyond: The information technology era began in 

the 1950s with data processing. By the late 1980s, the impact of information technology 

and the Internet began to influence how managers manage work and people.Two 

economists report that the impact of the Internet on business is similar to the impact of 

electricity at the beginning of the 20th century. The history of management is being 

written each year in the sense that the practice of management continues to evolve.  

 

 Essay Type Questions:  

 
1. Why do organizations hire managers?  
2. Identify and describe seven different managerial roles. Indicate which ones you would enjoy 

the most at this stage of your career. 
3. Which basic skills are needed by managers? 
4. What are the functions of Management? 

5. Explain the different approaches to Management. 

 

   Objective Type Questions:  

 

1. Management is the process of  

a. maintaining the status quo. 

b. planning, organizing and staffing, leading, and controlling. 

c. keeping labor from taking over. 

d. facilitating groups. 

 

 

 

2. Crafting a strategic vision is typically the responsibility of a 

a. first-level manager. 

b. middle-level manager. 

c. staff professional. 

d. top-level manager. 

 

 

 

3. Three roles or activities within entrepreneurial work that arouse passion do NOT include: 
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a. opportunity recognition 

b. venture growth 

c. human resources 

d. venture creation 

 

 

 

4. Nick is a successful entrepreneur, so he probably emphasizes which of the following 

dimensions in his work? 

a. innovativeness 

b. minimizing risks 

c. reacting to events rather than being proactive 

d. a love for the status quo 

 

 

 

5. On the job, Candice coordinates the work of a small group of people and acts as a catalyst. 

Her job title is most likely 

a. vice president. 

b. CEO. 

c. plant general manager. 

d. team leader. 

 

 

  

6. An important role for the team leader is to 

a. act as a catalyst and facilitator. 

b. tightly control the work of team members. 

c. set a strategic direction for the firm. 

d. avoid interactions with team members. 

 

 

 

7. Sherri Jackson is a sales manager. She searches the Internet to find new potential markets for 

her products. Jackson is most directly making use of ____ resources. 

a. human 

b. financial 

c. physical 

d. information 

 

 

8. Which function of management is most involved with energizing, directing, activating, and 

persuading others? 

a. leading 

b. controlling 

c. planning 

d. organizing and staffing 
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9. With respect to creating visions, leaders often fail because they do not 

a. have fancy enough visions. 

b. convert their visions into results. 

c. use visions for inspiration. 

d. bribe people for accomplishing a vision. 

 

 

 

10. Controlling is primarily concerned with 

a. making rational decisions. 

b. comparing actual performance to a predetermined standard. 

c. influencing people to perform better. 

d. laying out work in a logical manner. 

 

 
 

Fill in the Blanks:  

1. Management is both ___________ and __________. 

2. Management is necessary to ensure_____________.  

3. A framework of an establishment is called__________. 

4. Management is the art of ___________ through formally organised groups. 

5. The 4 M’s of Management may be identified as ________.  

 

 

 

 

Unit – II 

 

Planning and Decision Making: General framework for planning- planning process, types 

of plans, Management by Objectives; Development of Business Strategy; 

Decision making and Problem Solving- Programmed and non programmed decisions, steps in 

problem solving & decision making; Bounded rationality& influences on decision making; 

Group problem solving & decision making, Creativity & Innovation in managerial work.  

 

 

GENERAL FRAMEWORK FOR PLANNING:  

 

Three types of planning can be differentiated. Strategic planning is establishing master plans 

that fit the destiny of the firm. Tactical planning translates strategic plans into specific goals 

for organizational units. Operational planning identifies the specific procedures and actions 

required at lower levels in the organization.  

 

A. Define the Present Situation  

Defining the present situation includes measuring success and the examining internal  

capabilities (strengths and weaknesses of the firm) and external threats and opportunities. 

 

B. Establish Goals and Objectives 

Planning begins with setting the goals and objectives to be accomplished. 

  



7 
 

C. Analyze the Environment to Forecast Aids and Barriers to Goals and Objectives 

  

To help define the present situation, the manager attempts to predict which internal and  

external factors will foster or hinder the attaining of the desired ends. Both intuition  

and formal forecasting techniques can be used to make these predictions. 

 

D. Develop Action Plans for Reaching Goals and Objectives  

Action plans are the specific steps needed to accomplish goals and objectives. A major  

reason for not attaining goals is the failure to develop action plans. 

  

E. Develop Budgets  

Most action plans require money. It is therefore necessary to develop realistic budgets  

to support these action plans. 

   

F. Implement the Plans  

Plans can be beneficial to the organization only if they are implemented; too many  

plans are developed and then forgotten. One estimate is that 70 percent of the time  

when CEOs fail, the major cause of the failure is poor execution, not poor planning. 

  

G. Control the Plans  

Controlling the plans means evaluating progress and making any necessary adjustments  

for lack of progress. Control involves gathering the necessary feedback. 

 

H. Make Contingency Plans  

The purpose of contingency plans is to develop an alternative in case the original  

plans cannot be implemented successfully or at all. An exit strategy might be part of  

the contingency plan.  

 

 

MANAGEMENT BY OBJECTIVES: 

 

 

Management by objectives (MBO) is a systematic application of goal setting and 

planning to help individuals and firms be more productive. Its key elements are as 

follows: 

    

   1.  Establishing organizational goals 

   2.  Establishing unit objectives 

   3.  Reviewing subordinates’ proposals 

   4.  Negotiating or agreeing 

   5.  Creating action plans to achieve objectives 

   6.  Reviewing performance 
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LEVELS OF STRATEGY, COMPETITIVE FORCES, AND TYPES OF 

STRATEGIES 

 

Three more perspectives for understanding strategy are its levels, competitive forces, and  

 types. 

 

A.  Levels of Business Strategies 

  

A strategy chosen to reach an important goal depends considerably on the level of the  

organization. Corporate-level strategy is concerned with the total direction of the  enterprise 

and the selection of businesses. The business-level strategy focuses on how to compete in 

each of the businesses. Functional-level strategies specify actions required to implement 

strategies at the corporate and business level. Under ideal circumstances, the activities of 

managers and other workers at the functional level support the business-level and corporate-

level strategies.  

 

 B. Five Competitive Forces  

 

 Before choosing the most appropriate strategy or strategies for the business, it is helpful to 

examine the relevant competitive forces. According to Michael Porter, five competitive 

forces  shape business strategy: (a) the power of customers to affect pricing and profits, (b) 

the power of suppliers to influence price, (c) the threat of similar or substitute products, (d) 

the level of competition that impacts investment in marketing and research, and (e) the threat 

of new market entrants to intensify competition and further impact pricing and profitability.  

 

According to Porter’s analysis, strategy can be viewed against the competitive forces or as 

finding a position in a industry where the forces are weaker. 

 

C. Types of Business Strategies 

 

Eight types of business strategies are presented here under the level they most nearly  fit. 

Managers tend to think in terms of the strategy type rather than worrying about  which level it 

best fits.           

1.  Corporate-Level Strategies.  Three examples of corporate-level strategies are 

strategic alliances, diversification, and sticking to core competencies.    

            

2.  Business-Level Strategies. Three examples of business-level strategies are  product 

differentiation, focus (concentration on a specific regional or buyer market), and cost 

leadership.  

      

3.  Functional-Level Strategies. Two examples of functional-level strategy are  finding 

and retaining the best people, and high speed. High-speed managers focus  in speed in all of 

their business activities, including speed in product development, sales response, and 

customer service.  

     

A strategy must be selected carefully, and when agreed upon it must be executed 

carefully. Jumping from strategy to strategy to revitalize a company can lead to failure. 

Although strategies must be given a reasonable chance to work, current thinking suggests that 

strategic plans and strategy must remain flexible to adapt to changing circumstances.  
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DECISION MAKING:  

 

A problem is a discrepancy between ideal and actual conditions, while a decision is 

choosing among alternatives. 

 

 NONPROGRAMMED VERSUS PROGRAMMED DECISIONS  

  

Unique decisions are nonprogrammed decisions (or nonroutine). When a problem has not    

taken the same form in the past or is extremely complex or significant, it calls for a  

nonprogrammed decision. A well-planned and highly structured organization reduces the  

number nonprogrammed decisions. Handling a nonprogrammed decision properly requires 

original thinking.  

 

A programmed decision is repetitive or routine, and made according to a specific 

procedure 

  

BOUNDED RATIONALITY AND INFLUENCES ON DECISION MAKING  

   

Decision making is seldom logical and systematic. One factor is that intuition enters into  

making major decisions. Herbert A. Simon has proposed that bounds (or limits) are present in   

decision making. 

 

Bounded rationality means that people’s limited mental abilities, combined with external 

influences over which they have little or no control, prevent them from making entirely 

rational decisions.  

 

GROUP PROBLEM SOLVING AND DECISION MAKING 

 

Most major, nonprogrammed decisions in organizations are made by groups. 

 

 Group  decisions result when several people contribute to a final decision. They are an 

integral part of participative management.    

 

A.  A General Method of Group Problem Solving  

When a group decision has to be made, workers typically hold a discussion rather than using 

a formal decision-making technique. The steps outlined in Exhibit 5-4 contribute to  effective 

group decision making.  

 

B. A Specific Method of Group Problem Solving: The Nominal Group Technique  

      

  The nominal-group technique (NGT) allows for finding alternatives to problems and  

 evaluating those alternatives. Group members react to each others' suggestions   

 individually and without interacting with each other at early stages of the meeting.  

  

Members present one idea for the problem at hand, and other group members evaluate  

these contributions, through discussion and ratings. The steps involved in the NGT are as 

follows: 
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     1.  Group members are selected and assembled. 

     2.  The group leader presents a specific question. 

     3.  Individual members write down their ideas independently. 

    4.  Each participant, in turn, presents one idea to the group without discussion. 

    5.                After each group member has presented his or her ideas, the group clarifies 

            and  evaluates the suggestions.  

    6.           The meeting ends with a silent, independent rating of the alternatives.   

 

 CREATIVITY AND INNOVATION IN MANAGERIAL WORK 

 

Creativity is an essential part of problem solving and decision making. It is the process 

of developing novel ideas that can be put into action. By emphasizing the application of 

ideas,  creativity is closely linked to innovation. 

    

 A. The Creative Personality  

Creative people are generally emotionally open and mentally flexible. They are 

therefore able to overcome the traditional way of looking at things, “think outside the 

box.” Creative thinkers break the rules. A key part of being creative is to think 

laterally.  

Lateral thinking spreads out to find many different solutions to a problem. Vertical 

thinking, in contrast, is an analytical, logical process that results in few answers.  

 

 B. Conditions Necessary for Creativity 

 Certain individual and organizational conditions are necessary for, or at least enhance, 

the production of creative ideas. 

 

Expertise, Creative-Thinking Skills, and Internal Motivation. Creativity takes place 

when three components join together. Expertise refers to the necessary knowledge to 

put the facts together. Creative-thinking skills are important, such as knowing how to 

keep digging for alternatives, and not getting caught in the status quo. Motivation for 

creativity centers on being motivated primarily by the  satisfaction and challenge of 

the work itself. The flow experience is a condition of  heightened focus, productivity 

and happiness. 

 

Environmental Need Plus Conflict and Tension.  Factors outside the individual are 

also important. An environmental need must stimulate the setting of a goal, and there 

should be enough conflict and tension to put people on edge. 

 

Encouragement from Others. Encouragement, including a permissive atmosphere that 

welcomes creativity facilitates creativity. Not punishing for mistakes also  helps. A 

study suggested that encouragement from family and friends, as well as  from a 

supervisor, enhances job creativity. 

 

 

The Creative and Innovative Organization [ 

       Certain managerial and organizational practices foster creativity. The atmosphere  

       must encourage creative expression, such as not punishing people for making  

       honest mistakes. In general, a permissive atmosphere is appropriate for nurturing  

     innovation. Financial rewards for creative suggestions are useful.   
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Organizational Programs for Improving Creativity: 

 

Another aspect of the creative organization is formal programs or mechanisms for  

creativity improvement: 

 

1. Creativity Training: A variety of techniques are used to encourage more flexible 

thinking, such as engaging in child play, squirting each other with water guns, and 

scavenger hunts. Cerebral techniques, such as asking “what if” questions, are also 

used. 

 

       2. Brainstorming.  The best-known method of improving creativity and generating  

fresh solutions to problems is brainstorming in which group members spontaneously 

generate numerous solutions to a problem without being discouraged or controlled. The 

presence of a trained facilitator enhances the productivity of brainstorming sessions. 

Assigning fieldwork to brainstorming participants prior to the meeting can be helpful. 

Natural light in the room may stimulate brainstorming. Microsoft used brainstorming to 

find a new name for its search engine, with “Bing” the result. The rules of 

brainstorming can also be regarded as goals, such as giving everybody an opportunity 

to contribute. 

 

       3.   Systematically Gathering Idea.  A powerful approach to developing an innovative 

   organization is to systematically gather ideas from people inside and outside the firm. 

  Under a program of idea quotas, being creative becomes a concrete work goal.  Using 

  quotas, creative ideas receive a financial reward. Wooden suggestions boxes have 

   been replaced by an online system for offering suggestions.  

 

4.    Appropriate Physical Surroundings.  The general idea is that creativity is facilitated 

 when the physical environment allows for the flow of ideas. However, many workers 

 need private space to do their best creative thinking.  

 

 

Essay Type Questions:  

 

1. Summarize a generalized framework for planning and apply it to enhance your 

planning  skills. 

2. Distinguish between Programmed and Non Programmed Decisions. 

3. Understand the major factors influencing decision making in organizations. 

4. Appreciate the value and potential limitations of group decision making. 

5. Understand the nature of creativity and how it contributes to managerial work. 

 

 

Objective Type Questions:  

 

1. Planning is  

a. a complex and comprehensive process involving interrelated stages. 

b. organizing, implementing, and controlling. 

c. finding the best person for a job. 

d. communicating effectively with stakeholders.  
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2. Strategic plans are designed to 

a. implement operational plans. 

b. establish day-by-day procedures. 

c. shape the destiny of the firm. 

d. carrying out the functions of management. 

 

 

3. The purpose of tactical planning is to 

a. establish a general purpose for the organization. 

b. translate strategic plans into specific goals and plans for organizational units. 

c. tell entry level workers what to do on a daily basis. 

d. compensate for past mistakes. 

 

 

4. Branch manager Hector establishes recycling goals for his branch to support the company's 

strategic goal of being a good environmental partner. What is Hector doing? 

a. tactical planning 

b. strategic planning 

c. long-range planning 

d. vision formulation 

 

 

5. A study of CEO failure indicated that 70 percent of the time their failures were attributed to 

a. poorly developed plans. 

b. poor execution, not poor planning. 

c. over-ambitious plans. 

d. lack of adequate cost controls. 

 

 

 

6.   A problem is technically defined as a discrepancy between the 

a. past and present. 

b. future and present. 

c. person's wishes and desires. 

d. ideal and actual conditions. 

 

 

7.  The purpose of decision making is to 

a. analyze a problem. 

b. solve a problem. 

c. collaborate.. 

d. involve people in the decisions. 

 

 

8. In making a decision, the alternative should be chosen that most clearly 

a. is favored by top management. 

b. achieves the goal of the decision. 

c. saves the organization money. 

d. leads to innovation. 
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9. A major reason that decision making is often not such a rational process is that there are 

a. too many stages in decision making for most people to cope with. 

b. natural biases against diagnosing problems. 

c. few bounds to human decision-making capability. 

d. limits to how much information people can process and recall. 

 

 

10. The purpose of a heuristic in decision making is to 

a. simplify the decision-making process. 

b. find a rapid way to explore more alternatives. 

c. obtain input from a large number of people. 

d. evaluate whether a decision was effective. 

 

Fill in the Blanks:  

 

1. Planning is _______________ oriented. 

2. ___________ planning is responsible for Top Management.  

3. _________ bridges gap between present and future. 

4. Selecting a course of action from among the different alternatives is ____________. 

5. Identifying a college for admission is an example of _______________________.  
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Unit- III Organization and HRM 

 

Principles of Organization: organizational Design & Organizational Structures; 

Departmentalization, Delegation; Empowerment, Centralization, Decentralization , 

Recentralization; Organizational Culture; Organizational Climate and Organizational 

change. 

Human Resource Management & Business Strategy:  

Talent Management models and Strategic Human Resource Planning; Recruitment & 

Selection; Training and Development; Performance Appraisal.  

 

 

Work can be divided into jobs for individuals and groups. Work is also subdivided 

through an organization structure—the arrangement of people and tasks to accomplish 

organizational goals. A bureaucracy is a rational, systematic, and precise form of 

organization in which rules, regulations, and techniques of control are precisely defined. 

Most other forms of organization derive from bureaucracy. 

 

     Principles of Organization  

The essence of bureaucracy can be understood by identifying its major characteristics 

and principles. 

   1. Hierarchy of authority.  The dominant characteristic of a bureaucracy is that 

each  organizational unit is controlled and supervised by a higher one. 

   2. Unity of command.  A classic management principle, unity of command, 

states that  each subordinate receives assigned duties from one superior only and is 

accountable  to that superior. 

  3. Task specialization.  Each unit of the organization and each employee concentrates  

 on one function. 

 4. Responsibilities and job descriptions: In a highly bureaucratic organization, each 

employee has a precise job description, and policy and procedure manuals are kept 

current and accessible. 

 5. Line and staff functions. Bureaucracies differentiate line from staff functions. Line  

     functions are involved with the primary outputs of the firm, and staff functions  

advise line    functions. 

 

 Types of organization structure 

        The Project and Matrix Organization  

Departments are not well suited to performing special tasks involving multiple 

specialties. A solution to this problem is the project organization, in which a 

temporary group of specialists work under one manager to accomplish a fixed 

objective.  

 

The best-known application of project management is the matrix organization, a 

project structure superimposed on top of a functional structure. The matrix can 

therefore capitalize upon the advantages of both the project and functional 

groupings. In a large matrix structure, big projects function as mini-companies. A 

distinguishing feature of the matrix is that the project managers borrow resources 

from the functional departments. Users of the matrix structure include banks, 

insurance companies, aerospace companies, and educational institutions. Colleges 
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often use matrix structures for setting up special interest programs, including an 

executive MBA program.  

  Flat Structures, Downsizing, and Outsourcing 

A major approach to making an organization less bureaucratic is to reduce its 

number of layers. Downsizing and outsourcing lead to a flat structure. 

 

1.  Flat Structures: When an organization accumulates too many layers, top management 

may decide to create a flat organization structure, a form of organization with 

relatively few layers. A flat structure is less bureaucratic because fewer managers 

review the work of others, and the structure is less authority-laden. A flat structure 

leads to a wider span of control, the number of workers reporting directly to a 

manager. Flat structures widen the span because the remaining managers usually have 

more direct reports. 

 

 

2. The Horizontal Structure (Organization by Team and Process)    

    Instead of assigning people to specific tasks, a group of people can be concerned  

  with a process such as filling an order or developing a new product. Instead of  

  focusing on a specialized task, all team members focus on the purpose of the  

  activity. A horizontal structure is the arrangement of work by teams that are  

  responsible for accomplishing a process. The employees take collective 

 responsibility for customers. 

  

 

Organisational Structure:  

 

The informal organization structure is a set of unofficial relationships that emerge to 

take care of events and transactions not covered by the formal structure. The informal 

structure supplements the formal structure by adding a degree of flexibility and speed. 

Informal structures are also referred to as informal networks because of the focus on how 

people use personal contacts to obtain information in a hurry and get work done.  

 

The informal organization can be revealed by social network analysis, the mapping and 

measuring of relationships and links between and among people, groups, and 

organizations. The nodes in the network are the people, and the links show relationships 

or flow.  

 

A network map is useful in spotting talented people whom others consult. 

 

Also as part of informal networks, information technology influences all the organization 

structures described in this chapter because people can solve problems by working 

together without worrying about who reports to whom. 
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DEPARTMENTALIZATION 

 

Work is divided into departments to minimize confusion and to increase efficiency. 

Departmentalization is the process of subdividing work into departments.  

     

Functional departmentalization is an arrangement in which departments are defined by 

the function each one performs, such as accounting or purchasing. The advantages and 

disadvantages of the functional organization follow those of bureaucracy. 

Departmentalization by function is well suited for large batch processing and for 

specialization. The disadvantages of functional organization are partially due to its size and 

complexity. As with any form of departmentalization, a major problem is that the people 

within a unit may not communicate sufficiently with workers in other units. 

Geographic departmentalization is an arrangement of departments according to the     

geographic area or territory served. All the firm’s activities in one geographic region report 

to one manager. A key advantage of geographic departmentalization is that it allows for 

decision making at the local level. Disadvantages include high costs, because of the 

duplication of effort and the fact that management may have difficulty controlling the 

performance of field units. 

  

Product-Service Departmentalization is the arrangement of departments according to 

the products or services they provide. This arrangement makes the most sense when the 

   product or service has its own unique demands. Organizing by product or service gives 

major attention to the product or service, allowing it the maximum opportunity to grow and 

prosper.  In a smooth-running organization with open communication, the various product 

or service units cooperate with each other for mutual benefit. Yet this structure can be 

expensive because of duplication of effort, and control of the separate units may be 

difficult. 

   Product-service departmentalization also takes the form of creating organizational groups to 

better serve customer needs—also referred to as customer departmentalization.  

 

  HUMAN RESOURCE MANAGEMENT AND BUSINESS STRATEGY  

  The modern role for human resource professionals is that of a partner in helping the  

organization attain its business strategy. Without effective human resource management,  the 

company cannot accomplish high-level goals such as competing globally, grabbing  market 

share, and being innovative. A specific way HRM contributes to business strategy  is by 

helping to build high-performance work practices. An integration of 92 studies found that 

organizations can increase their performance 20 percent by implementing high-performance 

work practices.  

Talent management:  

It is the heart of human resource management. Talent management  follows a logical 

flow of events (a) awareness of legal aspects, (b) human resources planning; (c) 

recruitment; (d) selection, (e) orientation, training, and development, (f) 

compensation, and (g) performance evaluation. A major strategy of talent 

management is to retain valuable employees, and any aspect of staffing can contribute 

to retention. The main reasons for turnover are individual, environmental, and 

workplace factors. 
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  Staffing begins with strategic human resources planning, the process of  

  anticipating  and providing for the movement of people into, with, and out of an 

         organization to support the firm’s business strategy. (An alternative term is strategic 

  talent management planning.) 

 

  Planning helps identify the gaps between current employee competencies and  

  behavior and the competencies and behavior needed in the organization’s future. The

   four basic steps in strategic human resource planning are planning for (1) future  

  needs, (2) future turnover, (3) recruitment, selection, and layoffs, and (4) training and 

  development.  

 

  

 Delegation of Responsibility and Empowerment  

  Delegation refers to assigning another person the formal authority and 

responsibility for accomplishing a specific task. Delegation is closely tied in with 

empowerment, the process by which managers share power with group members, 

thereby enhancing the employee’s feeling of personal effectiveness. Delegation and 

empowerment lie at the heart of effective management. To delegate and empower 

effectively, the manager should: (a) Assign duties to the right people, (b) delegate the 

whole task and step back from the details,  (c) give as much instruction as needed, (d) 

retain some important tasks, and (e) obtain feedback on the delegated task.   

 Decentralization is the extent to which authority is passed down to lower 

levels in an  organization. (The term also refers to decentralization by geography.) 

Centralization is the extent to which authority is retained at the top. Certain 

conditions usually foster decentralization, such as when important decisions are made 

low in the management hierarchy. A centralized firm exercises more control over 

organizational units than does a decentralized firm. Some firms can be centralized and 

decentralized simultaneously, such as fast-foot franchise operations. 

 

  An advanced technique of juggling the forces of centralization and 

decentralization simultaneously is for decentralized units to remain somewhat 

autonomous, yet cooperate with each other for the common good. Johnson and 

Johnson is a first-rate example. Microsoft Corp. is another company in which top-

level management has searched for ways to get better cooperation across division in 

order to enhance innovation. 

  

  Organizational (or corporate) culture is the system of shared values and 

beliefs that actively influence the behavior of members of the organization. 

 

Determinants of Organizational Culture  

Many forces shape a firms culture. Often its origin lies in the values, administrative practices, 

and personality of the founder. Culture responds to and mirrors the conscious and 

unconscious choices, behavioral patterns, and prejudices of top-level managers. The society 

helps form the organizational culture, as does the industry in which the firm operates. 

  

Dimensions of Organizational Culture  

Organizational culture is complex, yet six dimensions capture its essence. Key dimensions 

include (a) values, (b) relative diversity, (c) resource allocation and rewards, (d) degree of 

change, (e) a sense of ownership, and (f) strength of the culture.  
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Human Resource Management (HRM) has emerged as a major function in organisations. 

Human Resource Management is the organizational function that deals with issues related to 

people such as compensation, hiring, performance management, organization development, 

safety, wellness, benefits, employee motivation, communication, administration, and training. 

The administrative discipline of hiring and developing employees so that they become more 

valuable to the organization.  

 

Human Resource management includes:  

1. conducting job analyses,  

2. planning personnel needs, and recruitment,  

3. selecting the right people for the job,  

4. orienting and training,  

5. determining and managing wages and salaries,  

6. providing benefits and incentives,  

7. appraising performance,  

8. resolving disputes,  

9. communicating with all employees at all levels. Formerly called personnel management.  

10. Maintaining awareness of and compliance with local, state and federal labor laws.  

11. These are also called as functions of human resource management for the purpose of 

effect you utilization of human resource. 

 

Recruitment: Applications are invited at this stage for further scrutiny and short listing. 

Before advertising for the position, it common to check up of the position could be filled in 

internally. 

 

Selection: The process of identifying the most suitable persons for the organization is called 

selection. Selection is also called a negative function because at a stage the applications are 

screened and shortlisted 

based on the selection criteria. The main purpose of selection is to choose the right person for 

the right job. The job analysis, job description, and job specifications are carried out before 

the position is 

advertised. These provide adequate insight about nature of the job, its description, and its 

specifications and further focus on what type of person is to be selected for a given position. 

These simplify the process of selection. 

Selection process involves the following stages: 

1.  Initial screening/Short listing 

2. Comprehensive application/bio data screening 

3. Aptitude or written rests 

4. Group discussion 

5.  Personal interviews 

6.  Group discussion 

7. Personal interviews 

8.  Medical examination 

9.  Employment offer letter 
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TRAINING AND DEVELOPMENT 

 

Training: Training is short-term process of utilizing systematic and organized procedure by 

which the staff acquires specific technical knowledge and functional skills for a definite 

purpose. The focus 

of training is the job or task. 

Training Needs: 

- High turnover among the new recruits 

- Increase in wastage of materials 

- Increase in the number of rejected units of production 

- Increase in the number of customer complaints 

- Increase in the accident rate 

- Reduced productivity levels 

- Increase in machine breakdowns 

 

PERFORMANCE EVALUATION (OR APPRAISAL)  

 

 A performance evaluation (or appraisal) is a formal system for measuring, evaluating, and 

reviewing performance. Research indicates that performance has three major components: 

task performance, citizenship performance, and counterproductive performance.  

 

An offshoot of evaluating employees against a performance standard is to use forced 

rankings in which employees are measured against each other. One ranking approach is 

forcing employees into the categories of “Top 20%, Vital 70%, and Bottom 10%.” When 

bottom-group employees are fired, the system is called “rank and yank.” Forced rankings are 

highly controversial. The concerns include that managers are forced to rank some good 

workers as “bottom performers,” teamwork suffers, and that discrimination occurs.  

 

The emphasis on team structures has led to teams being evaluated, as well as multi-rating 

systems. A widely-used performance appraisal is 360-degree feedback, in which a person is 

evaluated by a sampling of all the people with whom he or she interacts. Self-assessment is 

also included. The 360-degree survey can also be used to supplement a traditional 

performance appraisal. However, 360-dgree feedback is used more often for development 

than appraisal.  

 

 

Essay Type Questions:   

 

1. Explain how human resource management is part of business strategy.   

2. Present an overview of recruitment and selection. 

3. Present an overview of employee orientation, training, and development. 

4. Explain different organisational Structures.  

5. Write Short Notes on (i) Performance Appraisal  (ii) Recruitment and selelction.   

 

Objective Type Questions:  

1. Which one of the following is not a method of job evaluation? 

 a) Ranking method  b) Point method 
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 c) Grading method  d) field review method 

2. Which one of the following is not a technical problem in effective performance 

appraisal? 

 a) Central tendency  b) constant error  

 c) Distortion   d) Resentment by subordinates 

3. Which one of the following types of appraisal system is more relevant for promotion 

decision? 

 a) Potential appraisal  b) current performance appraisal  

 c) Grading system  d) forced choice method 

4. Which one of the following is not an objective of modern performance appraisal 

system? 

 a) Salary increase  b) Identifying training needs  

 c) Promotion decision  d)  punishing the employees 

5. Appraisal based on results is based on 

 a) Management by objectives  b) critical incidents 

 c) Graphic scales   d) grading system 

6. Job rotation involves  

 a)  Moving job more motivating b) making job more motivating 

 c) Enlarging the activities  d) upgrading the job to a higher rank 

7. A stress interview is also know as 

 a) Patterned interview   b) directive interview 

 c) Non-directive interview  d) none of these 

8. In regard to staffing function, which combination of activities is sequential order is 

correct? 

 a) Job analysis, recruitment, selection, placement 

 b) Recruitment, selection, placement, job analysis 

 c) Selection, job analysis, placement, recruitment, 

 d) Placement, recruitment, selection, job analysis 

 

9. Which one of the following sources is most relevant for recruiting managerial 

personnel? 

 a) Employment exchange  b) advertisement 

 c) Gate hiring    d) trade unions 

10. Man power planning is also known as 
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 a) Organizational planning  b) human resource planning 

 c)  Job planning    d)  manpower inventory planning 

                                                        

Fill in the Blanks:  

      

1. Organisational culture ensures ____________ and _______________. 

2. The guide to management action in HRM is ____________________. 

3. Personnel Policy means _______________. 

4. Man power palnning ends with___________________. 

5. Talent management models are designed to create______________. 

 

 

 
Unit- IV 

 

Leading and Motivation  

Leadership and Management; Power & Authority, Leadership Styles; Behavioral 

Leadership, Situational Leadership, Leadership Skills, Leader as Mentors & Coach, 

Leadership during adversity& Crisis; Handling employee and customer complaints, Team 

Leadership. 

Motivation- Types of motivation; Relationship between types of motivation, Performance 

and Engagement, Content motivational theories - Needs Hierarchy theory,  Two Factor 

theory, Mc Gregor Theory X and Theory Y. 

 
 

LEADERSHIP is the ability to inspire confidence and support among the people who are 

needed to achieve organizational goals. Leadership ability is important at every 

organizational level. 

 

 THE LINK BETWEEN LEADERSHIP AND MANAGEMENT 

 Managers must know how to lead as well as manage. Management is more formal and 

scientific than leadership, while leadership involves having a vision of what the 

organization can become. C-level executives are supposed to exercise strategic leadership 

that sets the course for the organization. Effective leadership and management are both 

required in the modern workplace because to be an effective leader, one must also be an 

effective manager. Exhibit 10-1 presents a stereotype of the difference between leadership 

and management. 

 

POWER is the ability to get others to do things and to control resources.  

 

AUTHORITY is the formal right to accomplish the same ends. 

 

   TYPES OF POWER  

Leaders use different types of power to influence others, and team members have 

their sources of power. (1) Legitimate power is the authentic right of the leader to 

make certain requests. (2) Reward power is the leader’s control over valuable 

rewards. (3) Coercive power is the leader’s control over punishments. (4) Expert 

power is the leader’s job-related knowledge as perceived by subordinates. (5) 
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Referent power is based on the loyalty of group members and the desire to please 

the leader. (6) Subordinate power is any type of power that employees can exert 

upward.  

 

 Despite some constraints on leadership power, a small number of executives abuse 

power such as using company funds for private use, such as having the company pay for 

home renovations 

 

 LEADERSHIP STYLE is the typical pattern of behavior a leader uses to influence 

employees to achieve organizational goals. Much of the balance of this chapter relates to 

leadership styles. 

    

 

       LEADERSHIP DURING ADVERSITY AND CRISIS  

An important role of both managers and leaders is to help the group deal with adversity 

and crisis, including a business downturn, sudden surge in workload, hurricane, product 

recall, or workplace violence. Ten behaviors and actions are particularly relevant for a 

leader dealing with adversity and crisis. 

1.  Make tough decisions quickly. 

2.  Serve as a model by being resilient. 

3.  Present a plan for dealing with the adversity or crisis. 

4.  Appear confident and trustworthy. 

5.  Focus on the future. 

6.  Communicate widely about the problem. 

7.  Change to meet changing circumstances. 

8.  Stick with constructive core values. 

9.  Divide problems into smaller chunks. 

10.            Lead with compassion. 

 

 

MOTIVATION  
 

Motivation is the expenditure of effort to accomplish results.  

 

Strong motivation does not inevitably lead to high productivity and performance; ability, 

skills, and the right equipment are also indispensable. The relationship is P = M × A, 

where P refers to performance, M to motivation, and A to ability. Skill and technology 

contribute to ability.  

 

ENGAGEMENT in the diagram is essentially an extension of  motivation, referring to 

the level of commitment workers make to their employer.   

 

A study of prosperous business firms suggested that these organizations are able to 

sustain high performance because they achieve the emotional commitment of their work 

forces. 

 

Gaining commitment is especially important in the current era because several studies 

have found that most American workers are not fully engaged in their work. A member of 

the Gallup organization concluded that, “We’re running an economy at about 30 percent 

efficiency.” Group norms also influence performance 
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 MOTIVATION THROUGH NEED SATISFACTION 

 

People are willing to expend effort toward achieving a goal because it satisfies one of their 

important needs. A need is a deficit within an individual.  

 

Self-interest is a driving force referred to as “What’s in it for me?” or WIIFM. 

  

Maslow’s Need Hierarchy  

 

The widely quoted Maslow’s hierarchy of needs arranges needs into a pyramid-shaped 

model with basic physiological needs at the bottom and self-actualization at the top. Lower 

order needs, called deficiency needs, must be satisfied to ensure a person’s existence, 

security, and require for human contact. Higher-order needs, or growth needs, are concerned 

with personal development and reaching one’s potential.  

 

 

Herzberg’s Two-Factor Theory  

 

The key point of the two-factor theory of work motivation is that job factors that satisfy 

and motivate people are different from those that prevent dissatisfaction. A satisfier is a job 

factor that, if present, leads to job satisfaction. Internal aspects of job tend to be satisfiers and 

motivators. Dissatisfiers, or hygiene factors, are noticed primarily by their absence.  

 

Theory X and Y  

 

In 1960, Douglas McGregor formulated Theory X and Theory Y suggesting two aspects of 

human behaviour at work, or in other words, two different views of individuals (employees): 

one of which is negative, called as Theory X and the other is positive, so called as Theory Y. 

According to McGregor, the perception of managers on the nature of individuals is based on 

various assumptions. 

 

Implications of Theory X and Theory Y 

 Quite a few organizations use Theory X today. Theory X encourages use of tight control and 

supervision. It implies that employees are reluctant to organizational changes. Thus, it does 

not encourage innovation. 

 Many organizations are using Theory Y techniques. Theory Y implies that the managers 

should create and encourage a work environment which provides opportunities to employees 

to take initiative and self-direction. Employees should be given opportunities to contribute 

to organizational well-being. Theory Y encourages decentralization of authority, teamwork 

and participative decision making in an organization. Theory Y searches and discovers the 

ways in which an employee can make significant contributions in an organization. It 

harmonizes and matches employees’ needs and aspirations with organizational needs and 

aspirations. 
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Objective Type Questions:  

 

1. In organizations, leadership can be exerted 

a. by many people, as well as managers. 

b. only by the top two levels of management. 

c. only on permanent assignments. 

d. by people with or without leadership capability. 

 

 

 

2. Management focuses on 

a. continuous improvement of the status quo. 

b. change that compels a group to innovate. 

c. eliciting cooperation and teamwork. 

d. having a vision 

 

 

 

3. Team members must identify with the leader in order for the leader to exercise ____ power. 

a. reward 

b. coercive 

c. legitimate 

d. referent 

 

 

 

4. A key aspect of leading by example is for the leader to 

a. set high goals for group members. 

b. be assertive with group members. 

c. appeal to the rationality of group members 

d. show a consistency between actions and words. 

 

 

 

5. Leading by values is similar to influencing people through 

a. giving them rewards for good deeds. 

b. the organization culture. 

c. being assertive. 

d. exchange of favors. 

 

 

6. Employee commitment often comes about as a consequence of 

a. being well motivated over time. 

b. threats of punishment. 

c. being motivated for a single task. 

d. having the appropriate job skills. 

 

 

 

7. According to recent evidence about employee engagement, most American workers are 
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a. so engaged in their work they risk becoming alcoholics. 

b. usually engaged in their work for the first four hours of the day. 

c. so unengaged in their work they are a liability to their employer. 

d. not fully engaged in their work. 

 

 

   

 

8. The final group of needs in Maslow's need hierarchy is 

a. physiological needs. 

b. esteem needs. 

c. self-actualizing needs. 

d. social needs. 

 

 

  

9. A factor contributing today to the relevance of the need hierarchy is that 

a. job security has reached new heights in recent years. 

b. money is no longer a significant motivator. 

c. so many workers have to worry about satisfying basic needs. 

d. many companies sponsor programs of self-actualization. 

 

 

 

10. Drives or needs are hardwired into our brains include the:   

a. drive to acquire scare goods. 

b. drive to bond. 

c. drive to comprehend. 

d. all of the choices 

 

 

 

Fill in the Blanks:  

 

1. Celebrities possess  _______________ power. 

2. The _________ manager is responsible to create an appropriate motivational climate 

in an organization. 

3. Force = expectancy x _______________.  

4. Leader has ___________ teaches valuable lessons in life. 

5. The right to give orders is called______________. 
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Unit- V 

 

 Controlling Essentials:  

 

Controlling Types and Strategies for control, Steps in Control Process, Budgetary and  

Non- Budgetary Controls. Characteristics of Effective Controls, Establishing control 

systems, Control frequency and Methods.  

 

CONTROL:  

 

The control function of management involves measuring performance and then taking 

corrective action if goals are not being achieved. Controls can make positive 

contributions to an organization, including motivation, by providing measurements of 

good performance. 

 

CONTROLLING AND THE OTHER MANAGEMENT FUNCTIONS  

Controlling has been referred to as the terminal management function because it takes 

place after the other functions have been completed. Controls help evaluate whether the 

other functions have been carried out properly. The control function is also used to 

measure the effectiveness of the control system. 

  

TYPES AND STRATEGIES OF CONTROL 

 

Controls can be described by time perspective, by when they are applied, and by whether 

they are internal or external. 

  

The Time Element of Controls place prior to the performance of an activity, as when 

quality standards are established. Concurrent controls monitor activities while they are 

being carried out. Computerized supervisory systems are usually concurrent controls. 

Feedback controls evaluate an activity after it is carried out, as with a financial 

statement. 

 

External versus Internal Controls  

The traditional controls are external, and assume that people must be controlled by 

external forces. External controls are often effective but may discourage employee 

commitment. To be effective, internal controls require employee participation and a 

problem-solving attitude about performance deviations. 

  

STEPS IN THE CONTROL PROCESS  

Control involves setting standards, measuring performance, and taking corrective action 

is needed. 

  

A. Setting Appropriate Performance Standards  

Control begins with setting standards that are realistic and acceptable to the people 

involved. Historical information is important, as well as profit and loss considerations. 

    

B. Measuring Actual Performance 

Effective performance measurement requires managers to: (1) agree on the specific aspect 

of performance to be measured, (2) agree on the accuracy of measurement needed, and 

(3) agree on whom will use the measurements. 
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C. Comparing Actual Performance to Standards 

To make good comparisons, the range of acceptable deviations must be agreed upon in 

advance. A deviation indicates the size of the discrepancy between performance 

standards and actual results. Then the results of the comparison between the actual 

performance and the standards must be communicated to the right people. 

 

D. Taking Corrective Action 

After making an evaluation of the discrepancy between the actual performance and the 

standard, the manager has three courses of action: Do nothing, solve the problem, or 

revise the standard. 

1. Do Nothing  If things are proceeding according to plan, no corrective action is 

  required, but a compliment about meeting standards might be in order. 

2. Solve the Problem The big payoff from control concerns correcting deviations from

  standard performance. Sometimes minor adjustments are sufficient to correct the 

 problem. At other times drastic action may be necessary. 

3. Revise the Standard Revising the standard is necessary when it appears that the 

 standard was unrealistically difficult or easy. 

  

 NONBUDGETARY CONTROL TECHNIQUES 

  

Nonbudgetary control techniques are of two types. Qualitative control techniques are 

methods based on human judgments about performance that result in a verbal rather than 

a numerical evaluation.  

 

Quantitative control techniques are methods based on numerical measures of 

performance. Controls are widely used to keep costs at acceptable levels, particularly with 

respect to reducing variable costs. 

 

 

BUDGETS AND BUDGETARY CONTROL 

 

A budget is a spending plan for a future period of time, expressed in numerical terms. 

Budgets are an inescapable part of management. Topics related to budgeting also 

included here are managing cash flow and cost cutting, the balanced scorecard, and 

activity-based accounting. 

    

  TYPES OF BUDGETS  

 

All budgets can be classified as fixed or variable. A fixed budget allows for expenditures 

based on a one-time allocation of resources. A flexible budget allows for variation in the 

use of resources, based on activity. Seven specific types of budgets are as summarized in 

Exhibit 15-7.   

 

   SUGGESTIONS FOR PREPARING A BUDGET   

 

Judgment and political tactics enter into budget preparation. Several suggestions for  

preparing a sensible budget are: (1) Leave wiggle room, (2) Research the competition, (3) 

Embrace reality [such as by studying the facts and taking a historical perspective], (4) Do 

not neglect intuition.   
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BUDGETS AND FINANCIAL RATIOS AS CONTROL DEVICES  
  

  As part of control, budgets and financial ratios are used to measure performance.1.  

Budgets and the Control Process  Planned expenditures are compared to actual 

expenditures, and corrective action is taken if the deviation is significant.  

           

Financial Ratios and the Control Process. An advanced method of using budgets  for 

control is to use financial ratios. The gross profit margin is the difference  between 

sales and the cost of goods sold, divided by sales.  

 

The profit margin is the return on sales, or net income divided by sales. (The term 

margin is also used for profit margin.) The return on equity is the ratio between net 

income and  owner’s equity. Revenue per employee is the revenue divided by the 

number of employees. 

 

Other Measures of Financial Health Economic Value Added (EVA) refers to how much 

more (or less) the company  earns in profits than the minimum amount its investors 

expect to  earn. The minimum amount is also the cost of capital used to finance a firm’s 

assets. EBITDA is earnings before interest, taxes, depreciation, and amortization, and is a 

rough measure of the success of a company.  

 

Pro-forma is a financial statement that excludes write-downs or good will and other one-

time charges not relevant to future earnings. Pro-forma is also referred to as “earning 

excluding bad stuff.” Net debt refers to a company’s debt minus the cash and cash 

equivalents it has on hand.  

 

CHARACTERISTICS OF EFFECTIVE CONTROLS  

 

To increase the chances that a control system will be effective, the controls should have 

certain characteristics. Some of the more important characteristics of a control system are 

that it must: (1) be accepted, (2) be appropriate and meaningful, (3) provide diagnostic 

information, (4) allow for self-feedback and self-control, (5) provide timely information, 

(6) allow employees control over the results measured, (7) not contradict itself, (8) allow 

for random variations from standard, (9) be cost-effective, and (10) not limit innovation.  

 

Essay Type Questions:  

 

1. Explain why managers give so much importance to controlling function. Illustrate. 

2. Analyse controlling as process. 

3. What are the characteristics of effective controls?  

4. Explain budgetary and non-budgetory control devices. 

5. How do you establish control systems in Production Department?  

 

  Objective Type: 

 

  1. The purpose of a preventive (or pre-control) is to prevent 

a. existing problems from escalating. 

b. problems caused by a deviation from performance. 

c. feedback controls from creating damage. 

d. quality standards from being too demanding. 
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2. An example of a feedback control is a(n) 

a. financial report. 

b. quality specification. 

c. in-process inspection of parts. 

d. a field visit by top-level management. 

 

 

 

3. A control system begins with 

a. measuring performance. 

b. agreeing on accuracy of measurement needed. 

c. agreeing on who will use the measurements. 

d. setting appropriate performance standards. 

 

 

 

4. In its technical meaning, a budget is a plan for 

a. allocating resources. 

b. spending money. 

c. saving money. 

d. developing financial strategy. 

 

 

 

5. Office manager Gus has spent all his annual money for paper towels, so he requests that until 

the end of the budget cycle, employees bring their own paper towels to the office. What 

type of budget does Gus most likely have? 

a. pro-forma 

b. master 

c. flexible 

d. fixed 

 

 

 

6. Dunkin' Donuts franchise manager Julie estimates how much her three stores will take in next 

year, as well as how much she will spend. Julie is most likely preparing which type of 

budget? 

a. revenue and expense 

b. capital expenditure 

c. cash 

d. production 

 

 

7. Which of the following is a recommended technique for preparing a sensible budget? 

a. Budget liberally for income, and conservatively for expenses. 

b. Budget conservatively for income and liberally for expenses. 

c. Do not allow for wiggle room. 

d. Go light in terms of basing budgets on historical information. 

 



30 
 

 

 

8. In calculating the profit margin, net income is 

a. subtracted from cost of goods sold. 

b. added to profits. 

c. divided by sales. 

d. subtracted from sales. 

 

 

 

9. The financial ratio, revenue per employee is often used as a(n) 

a. measure of productivity. 

b. measure of return on capital. 

c. index of growth potential. 

d. index of bankruptcy potential. 

 

 

 

10. The EVA (economic value added) is a guide to estimating how much a company earns in 

comparison to 

a. competitive firms. 

b. a stock index such as the Dow Jones industrial average. 

c. the cost of capital. 

d. the average return on government bonds. 

 

 

Fill up the Blanks:  

 

1. The guidelines against which actual performance is measured are called______. 

2. Preliminary Controls are also called _________________. 

3. Concurrent controls are applied in ____________________.  

4. _____________ is a plan of Expenditure/ receipt. 

5. The budget that shows the details of long term investment proposals is called______.  

                   


