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Nature and
Significance of
Management

� Recognition
To earn fame�
Expansion in market�

� Fulfil social needs
Employment opportunity�
Social Services�

� Survival of Business
Profit Earning�
Growth of Business�

� Well defined body of knowledge

Professional association�
Ethical code of conduct�

� Systematized body of knowledge

Principles based n experiment� o

Universal validity of principles�

� .Coordination integrates group efforts

Coordination ensures unity of action� .

It is a continuous process� .

It is the .� Responsibility of all managers

M
an

ag
em

ent

Management has been defined as the process of
.getting things done with the aim of achieving goals

� Intangible .Management is an force
Management is a goal oriented process.�
Management is all pervasive.�
Management is multidimensional.�
Management is a continuous process.�
Management is a group activity.�
Management is a dynamic function.�

�Management helps in achieving group’s goals.

Management increases efficiency� .

Management creates dynamic organization� .

Management helps in the development of society� .

Concept

� Betterment of Organisation

Establishing proper balance�
between departments

Specialisation in work�

Coordination is a process through which
harmony is established among different
activities of an organisation.

Importance

� .Planning : Determining in advance what to do

Assigning duties� .Organizing :

To assign right� job to right person.Staffing :

Influencing and motivating employees to perform tasks� .Directing :

To make control on managerial performance� .Controlling :

Top
Mana-
gement

Middle

Management

Operational Management

� eExistence of theor tical knowledge

Personalised application�
Based on practice and creativity�

Mind map : learning made simple Chapter - 1  
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Principles of
ManagementTa

ylor's
Scientific

M
anagement

Workman

Factory manager

Planning Incharge Production Incharge

Instruction
Card clerk

Route
clerk

Time and
Cost clerk

Speed
Boss

Gang
Boss

Repair
Boss

Inspector

Disciplinarian

A anagerial Principle is a broadM
and general guideline for decision

umaking and behavio r. They are not
as rigid as pure science. They deal

uwith human behavio r so to be applied
creatively according to demand of
situation. � Universal Applicability

General Guidelines�
Formed by Practice and Experiment�

� Flexible

Ca and Effect Relationship� use

Contingent�

� TScience not rule of thumb : here is only one best method to perform
.a task

Harmony not Discard : There should complete harmony between� be
management and workers.

Cooperation not individualism Development of each and every person� :
.to his or her greatest efficiency and prosperity

�Division of work
Authority and responsibility�
Discipline�
Unity of direction�
Subordination of individual interest�
to general interest
Remuneration of employees�
Centralization and decentralization�
Scalar chain�
Order�
E uity� q
Stability of personnel�
Initiative�
Esp rit orps� i De C

Basis Fayol Taylor

Perspective Top level of
Management

Shop Floor level
of Management

Applicability Universally
applicable

Applicable to
specialised
situations

Personality Practitioner Scientist

Status Father of
General

management

Father of
Scientific

management

� Help to take scientific decision

Meeting changing environment requirements�
Optimum utilisation of resources�
Provide mangers with insights into reality�

Techniques

� To Maintain quality
standards.
To set up performance�
standards.
To achieve target on time.�� Method Study

Motion Study�
Time Study�
Fatigue Study�

Wages are paid on
the basis of work done

It advocates the cooperation between
workers and management.
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Business
Environment

�Economic Environment : Includes interest

,rates, inflation rates  etc.

Social Environment : Includes social forces� like

, v ,customs, traditions alues, social trends  etc.

Technical Environment : It includes nnovation,� i

i ,mprovements  etc.

Political Environment : It includes political�
c .onditions of a country

Legal Environment : It includes various policies� ,

.rules and regulations of the government

� It enables the firm to identify opportunities
.and getting the first mover advantage

It helps the firm to identify threats and early�

It helps in ping useful resources� co .

It helps in oping with changes� c .

It helps in assisting in planning and policy�

It helps in improving performance� .

warning sign la s.

formation.

Business Environment refers to the

surroundings or totality of forces in

which the business exists

� Totality of external forces

Specific and general forces�
Inter– relatedness�
Dynamic nature�
Uncertainty�
Complexity�
Relativity�

Globalization

Liberalization
Abolish licensing requirement i most industriesn

Disinvestment of public sector
Integration of the various economies of
the world leading towards the emergence
to a cohesive global economy

A situation where the Central Bank of the
country withdraws the old currency notes
of certain denomination as an official mode
of payment.

Mind map : learning made simple  Chapter - 3
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Planning

Im
porta

nce of Planning

� Setting objectives for the organization

Developing premises�
Identifying alternative course of action�
Evaluating alternative courses�
Selecting an alternative�
Implementing the plan�
Follow up actions�

Planning is deciding in advance what to do and how to do

� Provides Direction

Reduces the risks of uncertainity�
Promotes innovation ideas�
Facilitates decision making�
Establishes standards for controlling�

�Planning leads to rigidity in the organizational work.

Planning may not work in a dynamic environment� .

Planning reduces creativity� .

It is a time consuming process� .

Planning provides only base for success but it is not a�
guarantee of success.

D a j .eveloped for one time event or pro ect

, p , p ,� Programmes : These outline objectives olicies rocedure  etc.

d .� Budget : Estimation of income an expenditure

It is used for activities that occur
.regularly over a period of time

� Objectives : These are ends which
the management seeks to achieve
by its operation.

It refers to future decision� Strateg :ies

defining the organizations’ direction
.and scope in the long run

Policies are general� Polic :ies

statements that guide thinking or
channelize energies towards a
particular direction.

These are routine steps� Procedure :s

.to on how to carry out activities

These provide the� Method :s

prescribed ways or manner in which
a task to be done.

They inform what is to be� Rules :

.done
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Organising

Meaning

Functional Structure

Divisional Structure

Importance

Importance of Organising

An organization structure in which
departments are created on the

.basis of different functions

An organization structure in which
various departments are created on

,the basis of products territory or
.region

It is a system of well–defined Jobs, each
,bearing a definite measure of authority

.responsibility and accountability

It is a network of personal and social relations
not established or repaired by the formal
organization but arising spontaneously as

.people associate with one another

It refers to systematic effort to delegate to the
,lowest level all authority except that which

can be exercised at central point

� wthIt facilitates gro

It gives relief to top management�
elps in quick decision making� It h

It develops managerial talent to the future�

Organ is the process of defining and groupingising

the activities of the enterprise and establishing authority

.relationships among them

�Identification and division of work

Departmentalization�
Assignment of duties�
Establishing reporting relationships�

�Effective management

Employee development� s’

Motivation of employees�
Better coordination�

Authority : It implies the right of an individual to take decisions and to command his subordinates.

It is an obligation of a subordinateResponsibility : .

It implies being answerable final outcome.Accountability : for the

It refers to the downward transfer of authority
afrom superior to subordinate to operate within

prescribed limit.

�Benefits of specialization

Clarity in working relationship�
Optimum utilization of resources�
Effective administration�
Expansion and growth�

Mind map : learning made simple  Chapter - 5
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Staffing
Discovering + obtaining competent personnel
Higher performance
Continuous survival & growth of enterprise

uOptimum tilisation of human resources.
Improve job satisfaction

Employing people
Job Analysis
Developing compensation plan
Training + Development
Maintaining labour relations
Grievance handling
Providing social security to employees

So
u

rc
es

Merits

No induction of fresh talent
Not suitable for a new enterprise
Lack of competition
Not suitable in case of frequent transfers

Employee motivation
Simple Process
Do not need much training
Shifting surplus work force
Economical

Web ublishingP
Advertising on television, newspaper, etc.
Labour ontractorsC
Recommendation of employeess
Campus ecruitmentR
Management consultants & lacementP
Agencies
Casual Callers
Direct Recruitment
Employment Exchange

M
erits

Wide choice
Qualified & trained personnel
Competitive spirit
Fresh alentt

Lengthy process
Costly process
Dissatisfaction among existing employees

Avoids wastage of efforts and money
Enhances employee productivity
Equip future managers
Increase employee performance
Obtains effective response to environment

Classroom lectures/conferences (seminars are conducted to convey specific information,
procedure,etc.)
Films (relevant visuals are shown)
Case Study  ( heoretical knowledge on practical experience of individuals/organizations)t
Computer Modelling(computer programmed to imitate real life situations)
Programmed nstructions (prearranged set of instructions are followed)I

Apprenticeship rogrammers(putting trainee under guidance of master worker)P
Coaching ( instruct and guide as a coach)seniors
Internship(practical knowledge imparted along with educational course)
Job rotation (shifting trainee to different departments)

External

Estimating Man Power Requirements
Requirement
Selection
Placement & Orientation
Training & Development
Performance Appraisal
Promotion and career planning

Better career opportunities
Increased performance
Increased efficiency
Increased morale and satisfaction

Transfer
Promotion

Process:

Preliminary screening (to eliminate unqualified and unfit applicants)
Selection tests (to measure certain characteristics of applicants)
Employment (in–depth conversation to checks applicant suitability)
Reference and background checks (to gain additional information)
Selection decision (Final decision)
Medical examination (to gain fitness details)
Job offer (through the letter of appointment)
Contract of employment (once the application accepts the job offer)

Managerial function of filling
and keeping filled positions
in organization structure

Mind map : learning made simple  Chapter - 6
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Directing

Principles of Directing

Unity of command (one superior only from whom instructions received)
Managerial communication (must be effective)
Follow through (after giving instructions)
Leadership
Use of informal organization
Appropriateness of direction technique (use of proper techniques of
leadership & motivation)
Maximum individuals (contribution by employees)
Harmony of objectives (employee & organization objectives must be
harmonised)

� Initiates action

� Leads to integrated group activity

Attemts to get maximum out of individuals�
Helps to implement changes�
Provides stability and balance in the organisation�

Process of instructing, guiding,
counselling, motivating and
leading people to achieve

.organizational objectives

Functions of Supervisor:
Maintains relations with workers
Link between workers & management
Maintains unity among workers
Ensures achievement of targets
On–the–job training to workers
Analyses performance & gives feedback

Maslow's Need

Hierarchy Theory

Levels of Needs:
Basic Physiological needs like hunger,
thirst, shelter.
Safety and Security needs like job security
needs like job security, pension.
Social needs like friends, sense of
belongingness.
Self Esteem needs like status, self respect,
Self Actualization needs like growth,
self–fulfillment.

Fi
nan

cia
lPay & allowances

Productivity linked incentives
Bonus
Profit sharing
Stock option
Retirement benefits
Perquisites

Status
Organizational climate
Employee participation
Employee empowerment
Employee recognition
Job security
Job enrichment
Career advancement

N
on

-F
in

an
ci

al

Autocratic or Authoritarian
Gives orders & expects subordinates to obey orders
Democratic or Participative
Actions & takes decision in consultation with subordinates
Laissez Faire or Free Rein
Does not believe in use of power unless absolutely essential

Vertical
(superior to subordinate or vice-versa)
Horizontal (across departments)

Fear and challenge to authority
Lack of confidence in subordinates
Unwillingness to communicate
Lack of proper incentives

Makes people to contribute
positively
Provides confidence &
support to employees
Clarifies & inspires to
accept changes
Manages conflict
Trains subordinates

Sender : one who conveys thoughts
Message : content of the thought
Encoding : converting thoughts into words, pictures, etc.
Media : path of transferring encoded thought.
Decoding : converting encoded thoughts into understanding
Receiver : one who receives message
Feedback : actions of receiver indicating understanding
of message
Noise : obstruction to communication

Body language and gesture decoding
Technical jargon
Unclarified Assumptions
Faulty translation
Use of symbols with different meanings
Badly expressed message

�Organizational policy (may cause delay
in process)
Rules and Regulations (rigid rules may�
adversely affect the process)
Status (creates psychological distance�
between superior and subordinates)

Complexity in organization structure.�
Organisational Facilities ( if these are not�
provided, people fail to make effective
communication, e.g., complaint box,
suggestion box, etc.)

based)

Premature evaluation
Lack of attention
Poor retention
Distrust

Without following
formal line of
organizational
structure

Clarity of ideas before communication
Communicate as per needs of receiver
Consult before communication
Be aware of tone and content of message
Ensure feedback
Follow–up
Be a good listener

Mind map : learning made simple  Chapter - 7
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Controlling

Importance

Accomplishing organizational goals
Judging accuracy of standards
Making efficient use of resources
Improving employee motivation
Ensuring order and discipline
Facilitating coordination in action

Setting Performance Standards: (Yardsticks against which actual
performance is measured)

Difficulty in setting standards,
e.g., human behavior, job satisfaction
Little/ No control on external factors,
e.g., government policy, technological changes
Resistance from employees
Costly

Measurement of Actual Performance: (Can be measured through various
ways like financial ratios, personal observation, sample checking, etc.)

Comparison of Actual Performance with standards: (Compare with
standards, comparison of performance of salesman in termse.g.,

of units sold in a week against standard output for the week.)

Analysing Deviation :

� Critical Point Control – Control system should focus on key result areas KRAs, 7% increase in labour coste.g.,

needs immediate attention as compared to 18% increase in stationery charges.

Management by exception – Manager should give attention to significant deviations. 3% increase in labour� e.g.,

cost can be ignored if it is in permissible limit.

Taking Corrective Action: ( if project is running behind schedule,e.g.,

then additional workers and equipments could be assigned.)

Measurement of accomplishment against
standards and correcting the deviation

Planning based on facts makes
controlling easier & effective.
Controlling improves future
planning from information
based on past experience.

Mind map : learning made simple  Chapter - 8
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Financial
Management

Profit maximization (maximize returns to shareholders)
Wealth maximization (maximize market price of the shares)M

ean
in

g

Optimal procurement & usage of funds

Working capital (required

Factors affecting:
Amount of earnings
Stability of earnings

Growth Opportunities
Cash Flow Position
Shareholders Preference
Taxation Policy, etc.

Nature of business (manufacture needs more)
Scale of operations (larger organization needs more)
Choice of technique (capital intensive needs more)
Technology upgradation  (industry with upgrading
technology needs more)
Growth prospects (higher growth prospects need more)
Diversification (diversified firm needs more)
Financing alternatives (if market has leasing options, then
needed less)
Level of collaboration (collaborated firm needs less.)

Factors Affecting:

Nature of business (manufacturing firm needs more)
Scale of operations (higher scale needs more)
Business cycle (during boom, needs more)
Seasonal factors(during season, needs more)
Production cycle (longer cycle needs more)
Credit allowed (liberal credit policy needs more)
Credit availed (liberal credit availed needs less)
Operating efficiency (efficient firm needs less)
Availability of raw material (In case of scarce resources, needs more)
Growth prospects (more growth potential needs more)
Level of competition (more competition needs more)
Inflation (during inflation needs more)

Factors Affecting:

Factor Affecting choice of Capital Structure:
Cash flow position
Interest coverage ratio = (high ratio, low risk)
Debt service coverage Ratio = Profits after tax + Depreciation+Interest + Depreciation+
Non cash expenses / Preference Dividend + Interest+ Repayment obligation
(high ratio, more debt)
Return on Investment (high return, more equity)
Cost of debt (low cost, more debt)
Tax rate (high tax rate, more debt)
Cost of equity (as debt and risk increases, cost increases)
Floatation costs (less in case of debt)
Risk consideration (low risk, more debt)
Flexibility (if already high debt, more debt not possible)
Control (more equity, less control over management)
Regulatory frame work (legal requirements)
Stock market conditions
Capital structure of other companies.

To ensure availability of
funds whenever required
To see that the firm does
not raise finance
unnecessarily

�Prepares for future challenges.

Helps in avoiding business�
shocks and surprises.

Helps in coordination.�
Helps to eliminate wasteful efforts.�
Facilitates financial control.�

Cost of funds
Risk
Flotation cost (cost of raising funds)
Cash flow position of the company
Fixed operating costs (like rent,
insurance salaries etc.)
Control considerations (more the debt,
less control over company)
State of capital market (whether boom or
depression)

Factors Affecting:

Helps in mobilization of financial resources at a lower cost
and development of these in the most profitable activities.

Factors Affecting:
Cash flow of the project
Rate of return
Investment criteria involved (on
the basis of budgeting techniques)

Factors Affecting:
�Nature of the Business
Credit Policy�
Prince level Change�
Market competition, etc.�

Mind map : learning made simple  Chapter - 9
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Financial
Markets

A market for creation and
exchange of financial assets

Reducing the cost of transactions
Providing liquidity to financial assets
Facilitating price discovery
Mobilization of savings and channeling
them into the most productive uses

Regulate stock exchanges
Protect rights of investors
Prevent trading mal practices
Regulate and develop code of conduct

Types

Money Market Capital Market
(a) Participants are RBI, banks and financial institutions (a) Participants are companies, individuals, Banks, etc.
(b) Instruments are T–bills, CP, CD, etc. (b) Instruments are shares, debentures, bonds, etc.
(c) Huge sums of money are transacted (c) Low value instruments
(d) Maximum tenure–1 year Instrument (d) Medium or long term instrument
(e) High liquidity instruments (e) Not perfectly liquid
(f) Safer market (f) Risky market
(g) Low returns (g) High returns

Treasury bill
Commercial Paper
Certificate of Deposits
Call Money

Instruments:

Market for sale and purchase
of previously issued securities.

�Regulatory Functions : To regulate
functioning of securities market.

Development Function : To promote�
the development of securities market.

Protective Function : To protect�
interests of the investors.

Institution or body of individuals
(incorporated or not) which is
constituted for the purpose of
facilitating buying and selling
of securities.

� Providing liquidity and marketability
to existing securities

Pricing of securities�
Safety of transaction�
Contributes to Economic Growth�
Spreading of Equity Cult�
Providing scope for speculation�
Economic Barometer�

Executing order

Contract note

Settlement

Opening Demat Account with Depository:

�Demat account refers to an account which an Indian citizen must open
with the depository participants to trade in listed securities in electronic form.

Depository is an institute/organisation which holds securities in electronic form�

Placing the order

Selecting Broker

Offer through prospects
Offer for sale
Private placement
Rights issue
e– IPOs (electronic –Initial public offers)

Where in securities are sold for the first time
Methods of floatation :

Mind map : learning made simple  Chapter - 10
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Mar etingk
Management

Combination of variables
chosen by firm to prepare
its market offering

Elements (4PS
)

Purchased as
inputs for
producing
other goods

Convenience products
Shopping products
Specialty products

Non-durable products
Durable products
Services

One level channel
(Manufacturer – Retailer – Consumer)
Two level Channel
(Manufacturer – Wholesaler – Retailer – Consumer)
Three level channel
(Manufacturer – Agent – Wholesaler – Retailer – Consumer)

Product related factors
Company characteristics
Competitive factors
Market factors
Environmental factors
Economic constraints
Legal restrictions

Impersonal form of paid communication :
Paid form, Impersonal, Identified sponsorFeatures:

Mass reach,Merits:

Enhances customer satisfaction and confidence,
expressive, economical

Less forceful, Lack of feedback,Limitations :

Inflexible, Less effective
Adds to cost, UnderminesObjections to advertising :

Social values, Confuses buyers, Encourages sale of
inferior goods, Some advertisements are in bad taste.

M
ark

etin
g

Exchange mechanism for goods/services.
Addition of customer value to product.
Creation of market offering.
Identification & satisfaction of needs.

Selling
Vs. M

arketing

Marketing Management Philosophies

Production Concept
Product Concept
Selling Concept
Marketing Concept
Societal Marketing Concept

Direct channel

Personal form, DevelopmentFeatures :

of relationship
Flexible, Direct feedback,Merits :

Minimum wastage

Attracts attention, Useful in newMerits :
product launch, Synergy in total efforts

Reflects crisis, SpoilsLimitations :
product image

Rebate,Commonly used techniques :
Discount, Refunds, Product combinations,
Quality gifts, Contests, etc.

Refers to planning, organising,
directing and controlling of activities
which facilitate exchange of goods

M
ea

nin
g

Consists of all those activities, which
satisfy needs and wants of present
and potenital customers better than
the competitors.

Gathering and Analysing Market Information,
Marketing Planning,
Product Designing and Development,
Standardization and Grading,
Packaging and labelling,
Branding,
Pricing & Promotion,
Physical Distribution & Transportation,
Storage,
Customer Support Services.

Role:
� Develop Goodwill

Affect public opinion�
Improve Reputation�

Cost of the product
Utility and demand
Extent of competition
Government and legal regulations
Pricing objectives
Marketing methods

Factors affecting price determination:

The process of giving a
name, sign of symbol to a
product is called branding.

Brand– e.g., Timex, Rolex, etc.
Maggie,Brand Name– e.g.,

Nike, etc.
Nike (   ),Brand Mark– e.g.,

Audi (     ), etc.
A brand orTrade Mark– e.g.,

part of a brand that is given
legal protection.

�

Act of designing and producing
the container or wrapper of product.
Levels of packaging–

Primary packaging : e.g.,

Toothpaste tube.
Secondary packaging : e.g.,

Cardboard box for toothpaste tube.
Transportation packaging : e.g.,

Corrugated box to keep 50 or 100
toothpaste boxes.

C
S

E
c

P

Direct channel (zero level) (Manufacturers- consumer)
Door to Door selling, mail order selling, etc.E.g.,

Process of attaching or putting
labels on the product, datee.g.,

of expiry, manufacturing date,
how to use product, etc.

Mind map : learning made simple  Chapter - 11
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Consumer
Protection

District forum:
President and two other members (1 must be a woman)
Value of goods/services < 20 lakhs
State commission:
Resident & two more members (1 must be a woman)
20 Lakhs < value of goods/services < 1 crore
National commission:
President & four more members (1 must be a woman)
Value of goods/services > 1 crore .

Remove defect/ deficiency
Replace defective product
Refund the price
Pay compensation
Pay damages
Discontinue unfair trade practices
Discontinue sale of hazardous product
Withdraw hazardous product
Pay 5% or more of value of goods to consumer welfare fund

Role of C
onsum

er

Functions

Im
portant ones

Consumer oordination Council, DelhiC
Common ause, DelhiC
VOICE, Delhi
Consumer rotection ouncil, AhmedabadP C
Mumbai Grahak Panchayat, Mumbai
CUTS, Jaipur

Educate public
Publish periodicals
Test consumer products
Encourage consumers to protest
Provide legal assistance
File complaints

C
o

n
su

m
er

s'
P

o
in

t
o

f
V

ie
w

Business Point of View

Government intervention
Moral justification
Social responsibility
Uses society's resources
Consumer satisfaction is long-term interest

The Consumer

Protection Act, 1986

Consumer Rights

Right to consumer education
Right to seek redressal (or relief)
Right to be heard (to file a complaint)
Right to choose
Right to be informed (about the product)
Right to safety

Be aware about goods & services
Buy standardized goods
Learn associated risks
Read labels carefully
Get a fair deal
Obtain cash memo
File complaint
Form consumer societies
Buy legal goods only
Respect environment

Widespread exploitation
Unorganized & absence of associationsconsumers
Consumer Ignorance

W
h

o
is

C
on

su
m

er

A Consumer is one that buys
goods for the consumption
and not for resa le or
commercial purpose. The
consumer also hires service
for a consideration.

� One or more consumer on
behalf of numerous consumer.

Any consumer�
Any registered Consumer’s�
Association

Government�
Legal heirs of a deceased�
consumer

Who can file a

complaint
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