
 
Class XII 

Business Studies 
Cycle 6 

16th August to 10th September, 2021 (17 Working Days) 
 

Chapter 3: Business Environment 
 

Business Environment refers to the forces factors and institutions with which the business 
has to deal with to achieve its objectives (internal and external factors both) 
 
Dimensions of Business Environment 
 Economic Environment 

Interest Rates, Flow of Money in the Economy, Tax Rates, GDP, Inflation Rates etc
  
 Social Environment 

Attitudes of People, Education System, Literacy Rate, Consumption Habit, Life 
Expectancy, Birth rate Death Rate etc 

 Political Environment 
Political System, Constitution of the country, Political Stability, Political Ideology, 
Country’s relationship with other Foreign Countries 

 Legal Environment 
Various Legislations passed by the Government like The companies Act 1956, Trade 
Union Act 1926, Factories Act 1948, Industrial Disputes Act 1947, Consumer 
Protection Act 1986 

 Technological Environment 
Scientific Improvement, Innovations, Technological Advancement in Computers, 
Information technology etc 

 
Characteristics or Nature of Business Environment 
 All the external forces as it involves all the forces of business environment in totality 
 Specific and general forces include internal factors such as the stake holders of the 

business and the external factors that are not within the control of business 
 Inter relation exists of different environmental factors with each other  
 Uncertainty as it is very difficult to predict the happenings in the future 
 Dynamic as the environment is constantly changing and never stagnant 
 Complex since a business may be impacted by changes in multiple factors and so it is 

difficult to narrow down on any single factor 
 Relativity as business environment differs from region to region or country to country 

 
Importance of Business Environment 
 Enables the Firms to Identify Opportunities and get the First Mover Advantage  
 Helps the Firm to identify the threats and Early warning Signals 
 Helpful in Tapping and Assembling Resources 
 Helps to Adjust and Adapt with Rapid Changes 
 Assist in Planning and Policy Making 
 Improvement in Performance 



Chapter 6: Staffing 
 

Staffing is that part of management function that is concerned with obtaining, utilizing and 
maintaining a satisfactory workforce. It involves putting people to jobs. 
 
Importance of Staffing 
 Helps in discovering and obtaining competent people for various jobs 
 Enhances performance by putting the right person at the right job 
 Leads to continuous survival and growth of the organization  
 Leads to optimum utilization of resources by avoiding over staffing and under 

staffing 
 Improves employee morale and satisfaction by compensating on the basis of their 

performance  
 
Process of Staffing 

1. Estimating the Manpower Requirement by undertaking Workload analysis and 
Workforce analysis to understand the no of employees required and type of 
employee required to avoid overstaffing or under staffing 

2. Recruitment is the process of searching for prospective employees and getting them 
to apply for the job 

3. Selection is the process of choosing the best candidates from those available for the 
organization and enhancing the self-esteem of those selected 

4. Placement and Orientation – Placement refers to the employees occupying the post 
for which the he or she has been selected. Orientation is the process of introducing 
the selected employees to the other employees and familiarisng them with the rules 
and policies of the organisation 

5. Training and Development- Training is a process by which the skills, aptitude, and 
abilities of the employees is enhanced so as to improve the performance if the 
employee.  Development refers to the learning opportunities designed to help 
employees grow 

6. Performance Appraisal involves evaluation of the performance of the employees 
periodically as per the targets/standards  

7. Promotion and Career Planning – Promotion refers to employees being placed in 
positions of increased responsibility, higher pay and better job satisfaction  

8. Compensation refers to all forms of pay or rewards going to employees  in the form 
of direct financial payments (time bound or performance based) like wages, salaries, 
commission, incentives, bonuses etc 

 
Recruitment is the process of searching for prospective employees and getting them to apply 
for the job 

 
Internal Sources of Recruitment 
 Transfers involves shifting an employee from one job to another, or one department 

to another, or one branch to another, without any major change in duties and 
responsibilities  

 Promotions leads to shifting an employee to higher responsibilities , facilities, status 
and in turn improve the motivation, satisfaction and loyalty of the employee 

Merits of Internal Sources 
 Employees are motivated to improve their performance 
 Simplifies process of selection and placement 



 Transfer is a tool of training to prepare employees for higher jobs. Also there is no 
need for induction training 

 Transfer has the benefit of shifting workforce from the surplus departments to those 
where there is  shortage of staff  

 It is cheaper for the organisation to fill jobs internally  
Limitations of Internal Sources 
 Scope of getting fresh talent is reduced 
 Employees become complacent if promotions are time bound 
 This source is not available for newly set up businesses 
  Spirit of competition between employees may be weakened 
 Frequent transfers may reduce productivity of the employees 

 
External Sources of Recruitment 
 Direct recruitment involves placing a notice on the notice board specifying the 

details of the jobs available (Used for vacancies of unskilled or semi skilled workers) 
 

 Casual callers – Most organization maintain a list/database of job seekers who may 
have applied earlier , and that can be used to fill vacancies in a cost effective manner 

 Advertisement in newspaper or trade journals is used for recruiting for senior 
positions or professionals (Advantage-Wide choice of prospective candidates, 
Disadvantage –A flood of response) 

 Employees Exchange are run by government and help s a link for recruitment of 
unskilled or skilled workers 

 Campus Recruitment is when colleges and management institutes through their 
liaison with large corporates who recruit qualified persons for different jobs 

 Placement Agencies and Management Consultancies provide a nation wide service 
in matching personnel for technical and professional positions for their clients on 
commission basis 

 Recommendation of Employees is  when an existing employee introduce their 
friends or relatives to the company thereby taking care of the preliminary screening 
easily 

 Labour Contractorsprovide a large number of unskilled  workers at a short notice 
through their contacts  (Disadvantage-Contacts are lost of the labour contractor leave 
the job) 

 Web Publishing through special websites that are designed and dedicated for 
providing information on job opportunities to job seekers and recruiters  

 
Merits of External Sources 
 Qualified Personnel can be attracted to apply for suitable positions 
 Wider Choice as a large number of applicants apply when jo(Disadvantage – 

Expensive) 
 Competitive Spirit is aroused as the existing staff gets an opportunity to compete 

with new talent and that makes everyone work harder 
 
Limitations of External Sources 
 Dissatisfaction among existing staff as their chances of promotion get reduced 
 Lengthy Process  as the business has to notify vacancies and initiate a selection 

which is time consuming 
 Costly Process as a lot of money may have to be spent on advertisement processing 

applications 



Sources of Internal Recruitment 
Sources of External Recruitment (Read from NCERT Text Book) 
 
Selection is the process of choosing the best candidates from those available for the 
organisationa and enhancing the self esteem of those selected 
 
Process of Selection 

1. Preliminary screening helps in eliminating unqualified or unfit applicants on the 
basis of the information provided on their application form/bio data 

2. Selection tests of different kind to measure certain characteristics of individuals  
o Intelligence Test is psychological test to measure an individuals intelligence 

quotient that indicates an individuals ability to take decisions and make 
judgments 

o Aptitude Test is a measure to show an individuals potential to learn new 
skills  

o Personality Test provides an idea about the persons emotional  and value 
system and maturity level  

o Trade Test is a measure of the level of proficiency in the area of professional 
skills possessed by the applicant 

o Interest Test help to learn the pattern of interest areas of a person 
3. Employment Interview is a formal in-depth conversation conducted to evaluate the 

applicant’s suitability for the job (Professors, Previous Employers etc) who may help 
in verifying the information provided by the applicant 

4. Selection Decision is take by the manager after considering results of the selection 
tests and interviews 

5. Medical Examination to assess the fitness level of the candidate 
6. Job offer through a letter of appointment which also indicate the date on which the 

candidate is to join duties  
7. Contract of Employment includes all the basic information related to the candidate 

including his job duties, responsibilities, remuneration, leave rules etc,  after the 
necessary documents are furnished by him or her 

 
Training is a process by which the skills, aptitude, and abilities of the employees is enhanced 
so as to improve the performance if the employee.   
 
Development refers to the learning opportunities designed to help employees grow 
 
Benefits of Training and Development to the Organisation 
 It is a systematic learning that is better than trial and error method of learning 
 It improves  productivity of the employee in terms of quantity and quality of output 
 It prepares managers that may take charge of important affair of the business in future 
 It increases employee morale and thereby reduces absenteeism and labour turnover  
 It helps employees adjust quickly in changing business environment 

 
Benefits of Training and Development to the Employees 
 It improves skills and knowledge of the individual employee thereby improving the 

possibility of his or her career growth 
 Improves his earnings through better performance 
 Reduces risks of accidents as employees get more efficient in handling machines 
 Improves the job satisfaction, self confidence and morale of the employees 



 
 
Methods of Training 
 On The Job Training refers to the methods that are applied at the workplace, while 

the employee is actually working (learning while doing) 
 Off The Job Training refers to the methods that are used away from the work place 

(learning before doing) 
 
Techniques of On The Job Training 
 Apprentice Training puts the trainee under the guidance of a master trainer to 

acquire higher level of job related skills (plumber, electrician etc) 
 Internship in which through the cooperation between an educational institute and 

corporate houses, selected individuals carry on regular studies to acquire practical 
knowledge and skills 

 Induction or Orientation is a process of receiving and welcoming an employee 
when he first joins the company and providing him basic information that will help 
him or her settle down quickly 

 
Techniques of Off The Job Training 
 Vestibule Training where the employees learn to use the equipment and machinery 

in a simulated environment that is created (especially when the employee will be 
working n sophisticated machinery and equipment) 

_________________________________________________________________________________ 
 

Case Studies  

  

Q. 1. “Our assets walk out of the door each evening, we have to make sure that they 
come back the next morning.” This statement relates to which function of 
management.  Explain the importance of this function. 

 

 Q. 2. A. Describe the various internal sources of recruitment. 

B. Describe the various External sources of recruitment.  

  

Q. 3. Zenith Ltd. is a highly reputed company and many people wanted to join this 
company.  The employees of this organization are very happy and they discussed how 
they came in contact with this organization. 

Aman said that he was introduced by the present Sales manager, Mr. John. 

Benu said that he had applied through the newspaper and was appointed as H.R. John. 

Vaibhav said that he was neither related to any of the employee of the organization 
nor there was any advertisement in the newspaper even then he was directly called 
from HM Ahmedabad from where he was about to complete his MBA. 

1. The above discussion is indicating an important function of management.  Name 
the function of management. 

2. The management function identified in part (a) follows a particular 
process.  Explain the step of this process which is being discussed in the above 
para. 

  



  

Q. 4. Blue Heavens Ltd. purchased a new hi-tech machine from Germany for 
manufacturing high quality auto components in a cost effective manner.  But during 
the production process, the manager observed that the quality of production was not 
as per standard.  On investigation it was found that there was lack of knowledge 
amongst the employees of suing these hi-tech machines.  So, frequent visit of 
engineers was required form Germany.  This resulted in high overhead charges. 

Suggest what can be done to develop the skills and abilities of employees for 
producing high quality products by using these hi-tech machines.  Also state how the 
employees or the organization will benefit from your suggestion. 

  

Q. 5. Ms. Neeta recently completed her Post-Graduate Diploma in Human Resource 
Management.  A few months from now a large steel manufacturing company appointed 
her as its Human Resource Manager.  As of now, the company employs 800 persons 
and has an expansion plan in hand which may require another 200 persons for various 
types of additional requirements.  Ms. Neeta has been given complete charge of the 
company’s Human Resource Department. 

(a) State any two functions she must be performing. 

(b) What problems do you foresee in her job?  What steps is she going to take to 
perform her job efficiently?                                                                                                                                         

  

Q. 6. Name the methods of recruitment in the following cases: 

1. A company gets applications on and off even without declaring any 
vacancy.  However, as and when the vacancy arises, the company makes use of 
such applications. 

2. Casual vacancies of unskilled or semi-skilled jobs when there is a rush of order 
or when some permanent workers are absent. 

3. Recruitment by which most of the senior positions of the industry as well as 
commerce are filled.                                                                                                                                      

  

Q. 7. Anuroop runs a law firm in Hyderabad.  His firm offers valuable financial and 
legal consultancy services to the clients.  Whenever the firm hires any new employees, 
on the first day of their joining, they are welcomed to the organization and are given 
details about hours of work, holiday requests, sickness procedure, dress code, lunch 
arrangements, introduced to the daily operations and key people in the workplace, 
etc.  They are also familiarized with the organistion’s policies and procedures, 
including complaints and dispute resolution, sexual harassment, emergency exits and 
evacuation procedure. 

In the context of the above case: 

1. Name the type of training which is being referred to in the above lines. 

2. Identify and explain the human needs of the new employees that the being 
fulfilled by Anuroop through this training. 

  

Q. 8. Srija runs an NGO under the name ‘Sarthak’ in Delhi.  The organization is 
engaged in offering waste paper recycling services to all kinds of institutions in the 
Delhi NCR region.  It also manufactures custom made paper stationery out of recycled 



paper on order for the interested institutions at a very competitive price.  The website 
of ‘Sarthak’ provides a link to a Careers site where in the people desirous of joining 
the NGO can use simple Job Search to find the right opportunity for themselves.  The 
NGO also keeps a database of unsolicited applicants in its office so that job seekers 
may be notified of future opportunities when they arise. 

In context of the above case: 

Identify the two sources of external recruitment being used by the NGO ‘Sarthak’ by 
quoting lines from the paragraph. 

  

Q. 9. Prateek has started an advertising agency in Gurgoan.  One of the page on his 
company’s website contains the following information, “Welcome to all the visitors 
of this page who are looking for an opportunity to make a career in the field of 
advertising.  The openings are available in the company at various levels, so don’t 
miss the chance.”  This page includes a link to provide further details about the 
vacancies available in terms of the desired qualifications, experience, personality 
characteristics and so on.  Through a continuous assessment of the number and types 
of human resources necessary for the performance of various jobs and accomplishment 
of organizational objectives and in relation to the number and type available, he gets 
the information on this page updated. 

In context of the above case: 

1. Identify and explainthe steps in the staffing process being carried out byy Prateek 
by quoting lines from the paragraph. 

2. Name the concept that relates to the details about the vacancies available in terms 
of the desired qualifications, experience, personality characteristics and so on. 

  

Q. 10. Aakanksha, Nikita and Parishma are the owners of a handicraft unit in the urban 
area of Dibrugarh in Assam, which is involved in the manufacturing and marketing of 
Sital Pati, traditional mats and Jappi (the traditional headgear). 

They decided to shift this manufacturing unit to a rural area with an objective of 
reducing the cost and providing job opportunities to the locals. 

They followed the functional structure in this organization with a view to increasing 
managerial and operational efficiency. 

They assessed and analysed the type and number of employees required, keeping in 
mind that they had to encourage the women, and the people with special needs 
belonging to the rural area. 

State the next three steps that they will have to undertake, for obtaining a satisfied 
workforce for their handicraft unit.                                                                                                                                                   

  

  

Q. 11. A company x Ltd. is setting up a new plant in India for manufacturing auto 
components.  India has highly competitive and cost-effective production base in this 
sector.  X Ltd. is planning to capture about 40% of the market share in India and also 
export to the tune of at least $5 million in about 2 years of its planned operations.  To 
achieve these targets, it requires a highly trained and motivated workforce. You have 
been retained by the company to advise it in this matter. 

(i) which sources of recruitment the company should rely upon? 



(ii) Which methods of training should company initiate?                                                                           

Q. 12. The quality of production is not as per standard. On investigation it was 
observed that most of the workers were not fully aware of proper operation of the 
machinery. What could be the way to improve the 
accuracy?                                                                                                                                      

  

Q. 13. The employers of ‘Food Darbar,’ a restaurant, are trained through a structured 
programme that provides training in each area within the restaurant.  The trainees 
learn the skills necessary for running each of the 12 workstations in the restaurant, 
from taking orders to the cooking area.  This enables the employees to gain a broader 
understanding of all parts of the business and how the restaurant functions as a 
whole.  The trainee gets fully involved in the department’s operations and also gets a 
chance to test her won aptitude and ability.  When employees are trained by this 
method, the organization finds it easier at the time of promotions, replacements or 
transfers. 

In context of the above case: 

1. Name the type of training which ‘Food Darbar’ provides to its employees. 

2. Distinguish between training and development on the basis of meaning, purpose 
and scope. 

  

Q. 14. Deeksha is the general manager of a firm offering Telemarketing 
services.  Telemarketing is a method of direct marketing in which a representative of 
the company solicits prospective customers to buy products or services, either over 
the phone or through a subsequent face to face, or Web conferencing appointment 
scheduled during the call.  Deeksha ensures that all the call centre representatives are 
well versed with the local languages to that they can interact effectively with the 
prospective buyers.  Moreover, the employees are provided training to improve upon 
their troubleshooting skill so that they do not spend too much time with every 
customer.  By acquiring these skills the callers are able to add value to their message 
and also shorten the call durations, leading to increased customer satisfaction and 
profitability of the business. 

As a part of the firm’s policy, Deeksha encourages women, persons from backward 
communities and persons with special abilities to assume responsible positions in the 
organization. 

In context of the above case: 

1. Identify the type of communication barriers that Deeksha is able to overcome by 
ensuring that all the call centre representatives are well versed with the local 
languages. 

2. What are benefits of training employees to an organization? 

 

  

Q. 15. Bhuvan Ltd. is highly reputed company.  The employees of this organization 
discussed how they came in contact with this organization.  Reena said she was 
introduced by the Purchase manager (Mr. John. Neetu said she applied through 
newspaper and was appointed as Finance manager). 

Indu said she was directly called by the company from her IIM institute after 
completing MBA. 



1. Identify the different sources of recruitment. 

2. Name the function of management discussed in above para. 

  

Q. 16. Mr. Anil Garg is working as Managing Director of “CLS Packaging 
Limited”.  He is not in favour of selling waste material in the marked.  Instead he is 
planning to make himself new products of this material.  For this purpose, a new unit 
will have to be set up. Accordingly, he decided to establish this unit in an area where 
large number of persons are unemployed and so labour is available at cheap rate. 

In order to attract workers to this new unit, a special Remuneration Scheme was 
introduced.  As per this scheme, workers will get their remuneration on the basis of 
their work.  There will be two rates of wages: higher wage rate and lower wage rate.  A 
worker who will work up to a given standardized unit or beyond will be paid his/her 
remuneration at a higher rate.  On the other hand, a worker who will work less than 
the given standardized units will be paid his/her remuneration at a lower rate. 

In order to operate this new unit, Mr. Garg established a separate ‘Waste Material 
Division’.  It consisted of four departments, such as, Purchase, sales, Production and 
Accounts.  Company required four managers to run these departments, of these, two 
managers were appointed from the existing business, by way of promotion; while the 
other two were selected out of the waiting list maintained by the company. 

1. Which form of organization structure is being adopted by the company? 

2. Identify and given the meaning of wage payment scheme adopted by the company 
to motivate the workers. 

3. What methods of recruitment have been adopted by the company? 

4. Identify these two values that Mr. Garg has been dedicating to the society by 
establishing this new unit.                                                                                                                      

  

Q. 17. Sahil the director of garments company, is planning to manufacture bags for 
the utilization of waste material of one of his garments unit.  He decided that his 
manufacturing unit will be get up in a rural area of Orissa where people have very less 
job opportunities and labour is available at very low rate.  He also thought of giving 
equal opportunities to men and women.  For this he selected S. Chatterjee, Indrajeet 
Kaur, Aslam and Sarabjeet as heads of Sales, Accounts, Purchase and Production 
departments. 

1. Identify and state the next two steps that Sahil has to follow in the staffing process 
after selecting the above heads. 

2. Also identify two values which Sahil wants to communicate to the society by 
setting up this manufacturing unit.                                                                                                                                        

  

Q. 18. The workers of ‘Gargya Ltd.’ are unable to work on new computerized 
machines imported by the company to fulfil the increased demand.  Therefore, the 
workers are seeking extra guidance from the supervisor and the supervisor iis 
overburdened with the frequent calls of workers. 

Suggest how the supervisor, by increasing the skills and knowledge of workers, can 
make them handle their work independently. 



Also state any three benefits that the workers will derive by the decision of the 
supervisor.                                                                                                                         
                               

Q. 19. Anushka is doing a course in fashion designing form an institute of repute.  As 
a part of the course, she has been asked to take on-the-job training in an export house 
for a fortnight in order to gain an insight about various practical aspects related to 
designing.  Anushka, through the references from her senior, joins an export house 
owned by an upcoming designer, Nandita. 

In context of the above case: 

1. Name and explain the type of training which Anushka has been asked to 
undertake. 

2. Explain briefly any one method for providing off-the-job training. 

 

Q. 20. Which source of external recruitment is deal for a manufacturing 
organization?  Why? 

 

Q. 21. Name the methods of training: 

1. The trainee learns under the guidance of a master worker. 

2. Trainees learn on the equipments they will be using, but training is conducted 
away from the actual work floor. 

3. Trainees work in some factory or office to acquire practical knowledge and skills 
alongwithregularstudies.                                                                                                                                     

  

Q. 22. A company is manufacturing paper plates and bowls.  It produces 1,00,000 
plates and bowls each day.  Due to local festival it got an urgent order of extra 50,000 
plates and bowls per day. 

1. Name the source of recruitment of labour the company needs to fulfill its order. 

2. Explain any two merits of this method.                                                                                             

  

Q. 23. Your school has some vacancies of teachers.  The eligible staff has been 
promoted to half of the posts.  Suggest any three ways through which right type of 
people may be invited to fill up rest of the 
vacancies.                                                                                                                                                           

  

Q. 24. What kind of tests will primarily be used while selecting these people in an 
organization?  Give reason. 

1. An interior decorator 

2. A computer operator 

3. A public dealing officer 

4. Aschoolteacher                                                                                                                        

Ans. The type of tests primarily to be used for selection are the following: 

1. Interest tests as these tests are used to know the pattern of interest or involvement 
of a person. 

2. Trade tests as these tests measure the existing skills of the individuals. 



3. Personality tests as these provide clues to a person’s emotions, reactions, maturity 
and value system, etc. 

4. Intelligence tests as these tests are indicators of a person’s learning ability or 
ability to make decisions and judgements. 

  

Q. 25. Ramesh is working under the guidance of Harsh, a carpenter for the last three 
years to learn the different skills of this job.  Name the method of training Ramesh is 
undergoing.                                                                           

 

Q. 26. The workers of a factory remain idle because of lack of knowledge of hi-tech 
machines.  Frequent visit of engineer is made which causes high overhead 
charges.  Suggest the method of training that should be given to the 
employees.  Explain.  (3 marks) 

Ans. Workers are needed to be given appropriate training to learn the use of hi-tech 
and sophisticated machines.  The suitable method of training in the case is vestibule 
training .  it is an off-the-job method of training in which employees learn their jobs 
on the equipment they will be using, but the training is conducted away from the actual 
work floor.   Actual work environments re created in a classroom and employees use 
the same materials, files and equipment. 

  

Q. 27. Identify and explain the following: 

1. It is a managerial decision-making process as to predict which job applicants will 
be successful if hired. 

2. It is the process of differentiating between applicants in order to identify and hire 
those with a greater likelihood of success in job. 

3. It is the process of choosing from among the candidates from within the 
organization on from the outside, the most suitable person for the current position 
or for the future position.                                                        

 
 
 
 
 

 
Directing 

Directing refers to the process of instructing, guiding, counseling, motivating, and leading 
people in theorganisation to achieve its objectives 
 
Features of Directing 
 Directing initiates action as it is a key managerial function that a manager performs 

along with planning, organizing, staffing and controlling  
 Continuous function as it takes place throughout the life of the organization 

irrespective of the people who occupy the positions of manager 
 Directing takes place at every level and engages all managers from top executive to 

supervisor, i.e. it takes place wherever there is superior subordinate relationship 
 Directing flows from top to bottom as every manager can direct his immediate 

subordinate and take instructions from his immediate superior  
 



Importance of Directing 
 To initiate action through supervision, communication and motivation of employees 

so that they achieve organizational goals 
 To integrate employees effort in such a way that every individual effort lead to the 

achievement of organizational goals 
 Means of motivation as directing guides employees to fully realize their potential an 

capabilities by motivating and providing effective leadership  
 Brings Stability and Balance in the organization since it fosters cooperation and 

commitment among the employees  
 To facilitate change as effective motivation, communication and leadership helps to 

reduce resistance amongst employees. 
 
Elements of Directing 
 Supervision is the process of guiding the efforts of subordinates by mangers at every 

level to accomplish  the desired objectives  
 Motivation  
 Leadership 
 Communication 

 
Supervision is the process of guiding the efforts of subordinates by mangers at every level to 
accomplish  the desired objectives 
 
Motivation is the process of making subordinates in an organization act in a desired manner 
to achieve certain organizational goals  
Features of Motivation 
 Motivation is an internal feeling that includes desire, urges, drives within a person 
 Motivation produces goal directed behavior as an employee enhance his or her 

performance to achieve the set targets 
 Motivation can be positive or negative in the form of awards, rewards, promotion, 

etc or penalty, punishment, stopping increments etc 
 Motivation is a complex process as different individuals have different expectations, 

and their perception of the world is also different 
 
Process of Motivation 
 Unsatisfied need  
 Tension 
 Drives 
 Search Behaviour 
 Satisfied Need 
 Reduction of Tension 

 
Importance of Motivation 
 Motivation helps to improve  performance levels of employees and organization 

since they devote all their energies towards optimal performance  
 Motivation helps to change negative attitudeto positive attitude through suitable 

positive and negative reinforcement  
 Motivation reduces employee turnover and reduces cost of fresh recruitments 

and training as managers identify the suitable motivational needs of each employee 
to encourage them 



 Motivation helps to reduce absenteeism as through sound motivational efforts all 
negative factors such as poor work environment, inadequate incentives, inadequate 
rewards etc are removed 

 Motivation helps managers to introduce changes easily as the managers encourage 
the employees to suitably equipped to adjust to changes in the business environment  

 
Maslow’s Need Hierarchy 
 Basic Physiological Needs like hunger, thirst, shelter, sleep etc which cn be 

satisfied through basic salary 
 Safety or Security Needs to provide physical and emotional security which can 

be satisfied through job security, stable income, pension plan etc 
 Affiliation or Belonging Needs like affection, sense of belongingness, 

acceptance, friendship etc 
 Esteem Needs like self respect, autonomy status, recognition, attention etc 
 Self Actualisation Needs are the highest in the need hierarchy that leads the 

person to optimally utilize his or her potential and they include need  for self 
fulfillment, growth and achievement 

 
Assumptions of Maslow’s Theory 
 People’s behavior is influenced by satisfaction of  their needs 
 People’s needs are hierarchical in order 
 A need once satisfied will not motivate any longer; in such a case only the next 

level need will satisfy the person 
 A person moves to the higher level need in the need hierarchy only if the lower 

need is satisfied 
 
Incentives refer to all such measures which are used to motivate people and improve their 
performance 
 
Types of Incentives 
 Financial incentives refer to incentives which are in direct monetary form or  

measurable in monetary terms and can be provide individually or on group basis 
 Non Financial incentives mainly focus on the psychological, social and emoti0nal 

needs of the people and are not intended to provide a money driven satisfaction 
 
Financial Incentives 
 Pay and Allowances –Salary, which is the basic monetary incentive, includes 

dearness allowance etc and also systematic pay hike or increments that are generally 
performance oriented 

 Productivity Linked Wage Incentives link the productivity of the workers to their 
wages 

 Bonus is offered over and above the wages or salary to the employees 
 Profit Sharing aims at providing a share of profit of the organization to the 

employees to enhance their productivity and performance 
 Co Partnership or Stock Option are incentives wherein the company offers shares at 

a set price below the market price o their employees to generate a feeling of 
ownership among the em-loyees to improve their performance 

 Retirement Benefits such as provident fund, pension, gratuity etc provide long term 
financial security to the employees 



 Perquisites such as car allowance, housing, medical aid, children’s education etc over 
and above the salary to motivate emplowyees and managers 

 
Non Financial Incentives 
 Status means ranking of positions by giving authority, responsibility, rewards, 

recognition, perquisites etc to persons holding managerial positions to enhance social 
and esteem needs of an individual 

 Organisational Climate are characteristics that like rewards orientation, individual 
autonomy, risk taking etc that influences the behavior of employees  

 Career advancement opportunity through skill development programmes and sound 
promotion policy creates room for employees growth 

 Job Enrichment is concerned with designing jobs with greater variety of work, 
higher knowledge and better skills 

 Employee recognition Programmeto acknowledge the employees work with a show 
of appreciation by congratulating him or her, displaying achievement on the the notice 
board, giving a certificate or award, distributing mementos etc 

 Job security means giving the employee some assurance about the stability of his 
future income which makes the employees work with a greater zeal 

 Employee Participation  means involving employees in decision making in policies 
that may concern them by forming joint management committees etc 

 Employee Empowerment means giving more power to subordinates to make people 
feel that their jobs are important 

 
Leadership indicate the ability of an individual to maintain good impersonal relations with 
followers and motivate them to contribute for achieving organizational objectives 
 
Features of Leadership 
 Leadership indicates the ability of an individual to influence others 
 Leadership tries to bring a change in others  
 Leadership indicates the interpersonal relations between the leaders and followers 
 Leadership is used to achieve common organizational goals 
 Leadership is a continuous process 

 
Importance of Leadership 
 A good leader always produces good result through their followers 
 A good leader maintains personal relations  and helps followers in fulfilling their 

needs by providing them confidence, support and encouragement  
 A good leader plays an important role in introducing changes by persuading, guiding 

and inspiring people to accept changes 
 A good leader handles conflict effectively by giving room to the employees to vent 

their feelings 
 Leadership provides training to the subordinates  

 
Qualities of a Good Leader 
 Physical Features-Attractive personality 
 Knowledge – Competent and knowledgeable to instruct subordinates 
 Integrity – Role model to others with high level of honesty 
 Initiative – Grabs opportunities and uses them to the advantage of the organization 
 Communication Skills – Good speaker, listener, teacher, counselor, persuader 
 Motivational Skills – Effective motivator 



 Self Confidence – High level of self confidence and self esteem 
 Decisiveness – Decision maker 
 Social Skills – Sociable and friendly with colleagues and followers 

 
Styles of Leadership 
 Autocratic or Authoritarian is a centralized style of leadership whereingives orders 

and instructions to his or her subordinates and expect them to be obeyed. 
Communication is one way and the leader may not be very flexible.  

o Advantage- Facilitates quick decision making especially in an organization 
where work has to be performed in a given time 

o Disadvantage – Employees may suffer from frustration and low morale 
o Suitability- Employees competence is low and time bound productivity has to 

be ensured 
 Democratic or Participative leader makes action plans in consultation with his or 

her subordinates by encouraging them to participate in the decision making process. 
o Advantage – Employees morale is high and they perform their duties 

effectively 
o Disadvantage – There is moderate supervision 
o Suitability – When subordinates are competent and experienced to participate 

in the decision making process 
 Laissez faire or Free rein Leader does not believe in use of power unless it is 

absolutely necessary and so the employees are given a high degree of independence to 
formulate their objectives 

o Advantage – May lead to employees growth in terms of his or her potential 
o Disadvantage – This style may not be effective in many circumstance 
o Suitability – When subordinates are highly competent, skilled and expert in 

their fields 
 
Communication is a process by which people exchange ideas, views, facts, feelings to reach 
a common understanding 
Elements of Communication  
 Sender is the source of communication 
 Message is the content o ideas, feelings, suggestions etc 
 Encoding is the process of converting the message into communication symbols 
 Media is the path though which the message is transmitted 
 Decoding  is the process of converting encoded symbols of the sender 
 Receiver is the person who receives the information 
 Feedback includes all the actions of the receiver indication that he or she has received 

the message of the sender 
 Noise means any kind of obstruction to communication 

 
Importance of Communication 
 Communication acts as the basis of coordination by clear explanation of 

organizational goals, how to achieve them and the inter relation between different 
individuals in a group 

 Communication helps in smooth working of the organization as it assists the 
managers in coordinating the human and physical elements of the enterprise 

 Communication acts as the basis for decision making as only through 
communication the relevant information is communicated  



 Communication increases managerial efficiency as the managers communicate the 
targets and goals to be achieved, instructions to achieve them, and allocates jobs and 
responsibilities accordingly 

 Communication promotes cooperation and industrial peace through mutual 
understanding between workers and managers 

 Communication establishes effective leadership as only a leader with good 
communication skills will instruct clearly for targets to be met on time 

 Communication boosts morale and provides motivation as it is able to influence, 
motivate and satisfy the subordinates. 

 
Types of Communication 
 Formal Communication flows through the official channels designed in the 

organizational structure, i.e. between the superior and the subordinate or between 
managers at the same level in the managerial hierarchy. It can be oral or written, but 
generally recorded for future reference.  

 Informal Communication also known as the grapevine takes place without 
following the formal lines of communication and may spread in any pattern or 
direction, disregarding the levels of authority. It is needed to fulfill the needs of the 
employees to interact with each other.  

 
Formal Communicationflows through the official channels designed in the organizational 
structure, i.e. between the superior and the subordinate or between managers at the same level 
in the managerial hierarchy. It can be oral or written, but generally recorded for future 
reference. 
Types of Formal Communication on the basis of direction 
 Downward Communication is a vertical communication wherein the 

communication flows from superior to the subordinate. For example-notice for 
employees to attend a meeting 

 Upward Communication is a vertical communication wherein the communication 
flows from subordinate to the superior. For example-application for grant of leave 

 Diagonal Communication 
 Lateral or Horizontal Communicationtakes place between one division and another 

or one departmental manager with another departmental manager. For example-
Discussion between Production Manager and Marketing manager about the product 
design, delivery schedule etc 

 
Networks of Formal Communication is the pattern through which communication flows 
within the organisation 
 Single Chain Network 
 Wheel Network exists between superiors and subordinates an information flow 

through many levels in an organization through a single chain 
 Circular Network is one in which the communication is slow as one person 

communicates to his or he adjacent persons in a circle 
 Free Flow Network is one where the communication is fast since each person 

communicates freely 
 Inverted V Network is one in which a subordinate s allowed to communicate with 

his superior and also his superior’s superior 
 



Informal Communicationtakes place without following the formal lines of communication 
and may spread in any pattern or direction, disregarding the levels of authority. It is needed to 
fulfill the needs of the employees to interact with each other. 
 
Grapevine Communication Network is generally an informal system of communication 
that may spread throughout the organization in any or every direction by completely 
disregarding the levels of authority 
 
Types of Grapevine Communication Network 
 Single Strand Network is one in which each person communicates with another 

person in a sequence 
 Gossip Network is one in which each person communicates with all on non selective 

basis 
 Probability Network is one in which each person communicates randomly with other 

individuals  
 Cluster Network is one in which each person communicates with only those people 

he or she trusts 
_____________________________________________________________________ 

 
Case Studies  

Q. 1. Ayesha Ltd. Assured their employees that in spite of recession no worker will be retrenched 
from the job. 

(i) Name and explain the type of incentive offered to the employees. 

(ii) Explain one more incentive of the same category. 

  

Q. 2. Blue Birds Ltd. Offers to its employees issue of shares at a price which is less than the market 
price. 

(i) Name and explain the type of incentive offered to the employees. 

(ii) Explain one more incentive of the same category. 

   

Q. 3. ABC Ltd. Is not able to achieve its objective on analyzing, they found that employees were not 
given their best, so he decided to announce an incentive plain, which offers various incentives to 
employee workers at different level for achieving their target. 

(i) Which element of directing is used by manager? 

(ii) Suggest incentive suitable for: 

1. Employees operating at lower level. 

2. Employees operating at higher level. 

 Q. 4. Mr. John faced lot of problems regarding the policy on teaching.  He directly consulted the 
principal about his problem ignoring the Headmistress who is immediate superior of Mr. John as he 
feels more free to communicate with principal. 

(i) Name the pattern of communication followed by Mr. John. 

(ii) State any other two patterns. 

  

Q. 5. Is directing required at planning stage?  Name the element of directing function under which: 

(i) the superiors oversee the activities of their subordinates. 

(ii) the superiors assure the subordinates that their needs will be taken care of. 

(iii) the superior attempts to influence the behavior of people at work towards the realization of 
specified goals. 

(iv) the superior share information with the subordinates in order to reach common understanding.                

  



Q. 6. Amit and Mikki are working in the same organization but in different departments.  One day at 
lunch time Mikki informed Amit that due to computerization some people are going to be retrenched 
from the organization. 

Name which type of communication is this.  State any two limitations of this type of 
communication.         

  

Q. 7. You are working at the middle level of management.  Your superior, a top management 
personnel, sent a message for you which you received and well understood.  Is the communication 
process complete?  Give reason.                                                                                                                                               

   

Q. 8. Rakesh is working under his superior Neeraj.  He always communicates useful ideas and 
suggestions to his superior regarding reduction of cost, improvement in the product, etc. Neeraj 
implements his suggestions and has always found favourable results, but he never appreciates Rakesh 
for his suggestions.  Now Rakesh decided not to communicate any suggestion or idea to 
Neeraj.  Identify the factor which acts as a communication barrier.                    

  

Q.9. Ankur is working as a production manager in an organization.  His subordinate Saurabh 
discussed with hi a method o production which will reduce the cost of production.  But due to some 
domestic problems and Ankur’s mind being pre-occupied he is not in a position to understand the 
message.  Saurabh got disappointed by this.  Identify the factor which acts as a communication 
barrier.                                                                                            

  

Q.10. Rajat a Sales Manager, achieved his sales target one moth in advance.  This achievement as 
displayed on the notice board and the CEO of the Company awarded a certificate for the best 
performance to him.  Name the incentive provided to Rajat.                                                                                                                                

   

Q. 11. A behavior study was done on total of 100 employees of an organization.  Group A (of 50 
employees) were appreciated by the manager for their work and initiative for new idea.  All these 
employees were given option of flexible working hours and were paid wages at a higher piece rate.  On 
the other hand, Group B (of remaining 50 employees) was criticized for their poor performance.  Their 
increments were stopped and they were paid wages at a lower piece rate. 

(a) Identify and explain the feature of motivation highlighted in the above case. 

(b) What type of leadership is followed by the manager?  Justify your answer.                                            

   

Q. 12. In a company, Mr. Kshitij always explains management policies to workers and brings workers’ 
problems to the notice of management.  At what post does Mr. Kshitij work in this 
company?                                                            

  

Q. 13. Prachi is working in an MNC.  She has been given an option to buy the shares of the company 
at an amount less than the market price because of her performance as an incentive.  Identify which 
incentive is being given to her.                                                          
               

Q. 14. Ms. Snigdha, Production Manager and Mr. Sarthak, Marketing manager of an electronics 
company are not on talking terms with each other.  Because of that they do not transfer complete 
information to each other. 

(a) Identify the element of directing which becomes ineffective due to the behavior of the managers. 

(b) Also, explain the factor which led to their such behavior.                                                                      

  

Q. 15. Huma is working in a company on a permanent basis.  As per job agreement she had to work 
for 8 hours a day and was free to work overtime.  Huma worked overtime, due to which she fell ill 
and had to take leave from her work.  No one showed concern and enquired about her health.  She 
realized that she was fulfilling only some of her needs while some other needs still remained to be 
fulfilled. 

(i) By quoting the lines from the above para, identify the needs of Huma which she is able to fulfil. 



(ii) Also explain two other needs of Huma followed by the above needs, which still remained to be 
satisfied. 

  

Q. 16. Mr. Nath, a recently appointed production manager of Suntech Ltd.  Has decided to produce 
jute bags instead of plastic bags as these are banned by the government.  He set a target of producing 
1000 jute bags a day.  It was reported that the employees were not able to achieve the target.  After 
analysis he found that employees were demotivated and not putting in their best for achieving the 
target.  Mr. Nath’s beaviour is good towards the employees.  His attitude is always positive.  So he 
announced various incentive schemes for the employees like; 

 Installing award or certificate for best performance. 

 Rewarding an employee for giving valuable suggestion. 

 Congratulating the employees for good performance. 

1. Identify the functions of management highlighted in the above paragraph. 

2. State the ‘incentive’ under which the employees are motivated. 

                 

 Q. 19. Mrs. Rajlaxmi is working as the Human Resource Cosultant in a firm manufacturing cosmetic, 
which is facing a problem of high employee urnover.  The CED of the company has invited 
suggestions from her for retaining the talented employees & reducing the employee turnover.  Mrs. 
Rajlaxmi recommends that the good employees be rewarded in a way that it creates a feeling of 
ownership among the employees and at the same time makes them contribute towards the growth of 
the organization. 

(a) Identify the incentive and explain its type, which has been suggested by Mrs. Rajlaxmi to the CEO 
of the company. 

(b) Also explain any two other incentives of the same type. 

  

Q. 21. Rajiv is working as Personal Manager in a company.  The specialty of the company is that 
financial position of all the employees is good.  The employees working here are honest punctual and 
hardworking.  The CEO of the company asked him to suggest a method of motivation.  The CEO 
asked him to suggest a method which is happily accepted by all the employees. 

Rajiv spoke to many employees in this connection.  Some employees suggested give more importance 
to individual autonomy, another suggested good performance should be appreciated another group 
suggested to award, certificate, trophies to recognize the good performance.  Mr. Rajiv mixed all and 
suggested a method of motivation to CEO.  The CEO happily accepted that and it was immediately 
implemented.  With in few days the company’s growth rate appeared to have become fast. 

1. Identify the functions of management indicate in the above paragraph. 

2. Which motivation methods were suggested by different group of employees. 

3. Which motivation method combine all the above stated and was  suggested by personal manager. 

Q. 22. Pramod was a supervisor at a ‘Annapurna Aata’ factory.  The factory was producing 200 
quintals of Aata every day.  His job was to make sure that the work goes on smoothly and there was 
no interruption in production.  He was a good leader who would  give orders only after consulting his 
subordinates and work out the policies with the acceptance of the group. 

Identify and describe the leadership style being adopted by Pramod. 

  

Q. 24. Smita had been working as an assistant manager with ‘Johnson Enterprises’ for the last ten 
years.  She was very popular amongst her colleagues because of her commitment and dedication 
towards the work. When the manager senior to her retired, all her colleagues thought that now Smita 
would be promoted.  But to everyone’s surprise the vacant post was filled by an outsider, Mrs. 
Rita.  Smita felt demoralized and her performance started declining.  She would abstain herself often 
and could not meet her targets. 

Mrs. Rita was a good leader, who would not only instruct her subordinates but would also guide and 
inspire them.  She noticed Smita’s hebaviour and felt that her performance could be improved.  She 
started involving Smita in decision making-issues related to the organization and made her a part of 
high level joint-management committed.  Smita was now punctual in office and her performance 
started improving. 



1. Identify the function of management being performed by Rita. 

2. Name the element of the above function of management which helped Rita to improve Smita;s 
behavior. 

3. State any three features of the element identified in (ii) above. 

  

Q. 25. Rahim was working in an enterprise on daily wages basis.  It was difficult for him to fulfill 
the basic needs of his family.  His daughter fell ill.  He had no money for his daughter’s treatment.  To 
meet the expenses of her treatment, he participated in a cycle race and won the prize money.  The 
cycle company offered him a permanent pensionable job which he happily accepted. 

(i) By quoting the lines from the above para identify the needs of Rahim that are satisfied by the offer 
of cycle company. 

(ii) Also, explain two other needs of Rahim followed by above that are still to be satisfied. 

  

Q. 26.Y Ltd. Is a bank functioning in India.  It is planning to diversify into insurance 
business.  Lately, the government of India has allowed the private sector to gain entry in the insurance 
business. Previously, it was the prerogative of LIC and GIC to do insurance business.  But now with 
liberalization of the economy and to make the field competitive other companies have been given 
licences to start insurance business under the regulation of ‘Insurance regulatory and development 
Authority’. 

Y Ltd. Plans to recruit high quality employees and agents and exercise effective direction to capture 
a substantial part of life and non-life insurance business. 

1. Identify how the company can supervise its employees and agents effectively. 

2. What financial and non-financial incentives can the company use for employees and agents 
separately to motivate them? 

3. How can the company ensure that higher order needs i.e., esteem and self actualization as 
specified by Maslow are met? 

4. How can the company follow formal communication system? 

5. How can informal communication help to supplement formal communication? 

  

Q. 27. Prateek is working in a multinational company in Noida. He was running a temperature for the 
last many days. When his blood was tested, he was found to be positive for malaria.  He was admitted 
in a hospital and a blood transfusion was advised by the doctors as his condition was very 
serious.  One of his colleagues sent a text message to his superior, Mr. B. Chatterjee. Mr. B. Chatterjee 
immediately sent a text message to the employees of the organization requesting them to donate blood 
for Prateek. When the General Manager came t o know about it, he ordered for fumigation in the 
company premises and cleaning the surroundings. 

1. From the above paragraph, quote lines that indicate formal and informal communication. 

2. State any two features of informal communication. 

  

Q. 28. Roshan is the chief of ‘Khidmat’ restaurant located in the city of Bangaluru. The place is 
known for its exquisite Mughlai cuisine especially mutton briyani and kababs.  All the food is 
prepared under Roshan’s purview.  The various activities in the kitchen are initiated in accordance to 
his instructions.  He is very clear and specific in issuing instructions to his subordinates in order to 
ensure smooth working of the department.  He personally oversees the method followed by the chefs 
for preparation of each dish.  He misses no opportunity to praise his subordinates for their good 
work.  All his team members feel very happy and satisfied under his direction.  He provides constant 
guidance to them in order to improve upon its taste and presentation and also encourages them to 
innovate and be more creative in their work. 

In the above context: 

1. Identify the various elements of directing mentioned in the above paragraph by quoting lines 
from the paragraph. 

2. Describe briefly any two points to highlight the importance of directing as a function of 
management. 

 



Q. 29. Neeraj has been working as a sewing machine operator in an export house for the past ten 
years. His basic work is to seam the parts of a garment together, and attach buttons, hooks, zippers, 
and accessories to produce clothing.  Considering the fact that Neeraj is an experienced operator, he 
is well versed with the fundamentals of industrial production and possesses good communication 
skills. The plant superintendent in the factory recommends Neeraj’s name to the production manager 
for the post of supervisor which will fall vacant after a month on the retirement of the present 
supervisor.  Consequently, Neeraj is assigned the post of supervisor and his salary is increased 
accordingly.  Moreover, as per the policy of the export house, he is offered free medical aid and 
education to his two children. 

In the context of the above case: 

1. Identify the type of source of recruitment used by the export house to fill up the post of 
supervisor.  Give any two advantages of using this source. 

2. Identify the types of financial incentives offered to Neeraj by quoting lines from the paragraph. 

  

Q. 30. Sunidhi has started a designer studio in the basement of her residence after completing her 
masters in fashion designing.  She has appointed ten employees to take care of the various aspects of 
the work.  She interacts regularly with each employee to tell exactly what is expected of him/.her and 
what he/she needs to do to be regarded as a good performer.  At the same time she allows a free work 
environment wherein the employees openly chit chat with each other in order to fulfil their social and 
emotional needs.  Sometimes, these interactions also lead to spreading rumours which are not 
authentic. 

In the context of the above case: 

1. Name and explain the two types of communication being referred to in the above paragraph. 

  

Q. 31. Gagan has joined as a Managing Director of True Help Ltd., a company engaged in the business 
of providing road side assistance to the vehicle owners.  He was previously working in an automobile 
company.  As a part of the joining incentive, the company has allotted him 400 shares of the company. 

In context of the above case: 

1. Identify the type of source of recruitment used by True Help Ltd. to fill up the post of Managing 
Director. 

2. Identify the type of financial incentive offered to Gagan.  Also, state any one other method that 
can be used to offer financial incentives to the employees. 

Q. 32. Mr. Naresh is working as a Production Manager in Vohra Ltd.  His subordinates are mostly 
engineers and qualified technicians. 

As a manager, he is very strict, does not listen to any suggestions or feedbacks given by his 
subordinates.  He expects them to following his instructions without any questions and does not allow 
them to give suggestions. 

1. What leadership style does the manager follow? 

2. Is such a leadership style beneficial for the company?  Explain. 

 
 


