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Ans.1 (a)  The following characteristics would be apparent in the working of ABC Limited 
because of its inappropriately designed organisational structure: 

   
  (i)  Conflicts and lack of coordination: Lack of clarity of goals and individuals 

working at cross-purposes give rise to conflicts and a non-conducive team 
environment resulting in poor coordination between the planning and actual 
operational levels. 

  (ii)  Delays and inappropriate decisions: Lack of proper and timely 
communication of information to the relevant individuals on account of 
insufficient delegation of authorities and inappropriate reporting channels 
resulting in delays and inappropriate decisions. 

  (iii)  Low motivation and morale: Low level of motivation and poor morale 
amongst the employees due to lack of clarity of job descriptions and 
inappropriate or complex reporting lines. 

  (iv)  Rising costs: Tall hierarchal structures at management positions and 
excessive red-tape at the expense of genuine productive work resulting in high 
operating costs. 

  (v)  Inability to seize business opportunities: Lack of coordination and 
communication among the various operating and planning and research 
departments resulting in failure to identify and seize new business 
opportunities as they emerge from time to time.  

  (vi)  Inability to adapt to external changes in business environment: Lack of 
coordination among the key management and the various departments which 
prevents the company from foreseeing the changes in business environment 
and utilize its physical assets  at optimum levels. 

    
 (b)  A Virtual Organisation is an organisation which does not have an identifiable 

physical existence as it does not have a head office or operational premises. A 
Virtual Organisation conducts its operations by means of IT systems and 
communication networks through a chain of business contacts to which it 
outsources all its operations. A critical factor for the successful operation of a 
Virtual Organisation is the ability to manage the different external relationships and 
co-ordinate their activities to achieve positive business outcomes. A Virtual 
Organisation may or may not have any employees. 

  
  
Ans.2 The  leadership styles enunciated by Tannenbaum and Schmidt are:  
    
 (i) Tells The manager makes all the decisions and announces the 

decisions to the team. 
 (ii) Tells and sells The manager makes the decision and then ‘sells’ the decision to 

the group. The manager explains the reasons for the decision 
and emphasises its benefits for the team. 

 (iii) Tells and talks The manager makes the decision, presents the decision to the 
team with the background rationale that led to the decision and 
then invites comments. The team is able to appreciate reasons 
for the decision and offers its concurrence to the issues and 
implications involved in the decision. 

 (iv) Consults The manager announces a provisional decision and invites 
discussions from the group members. The manager then 
considers the viewpoints expressed by the members and may 
review or modify the decision. The team members are thus in a 
position to exercise influence over the decision. 
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 (v) Involves The manger presents the problem to the team and suggests 
certain options. The manager invites suggestions concerning the 
various alternative steps to resolve the problem. The manager 
makes the decision. The team members are therefore closely 
involved in the decision process. 

 (vi) Delegates  The manager explains the situation to the team and defines the 
parameters and asks the team to reach a decision. The manager 
therefore delegates the decision-making function entirely to the 
team within the stated boundaries.  

 (vii) Abdicates The manager authorizes the team to identify the problem, 
discuss various options, reach a decision and develop action 
plans to implement the solution within the limits of the leader’s 
own authority. 

  
 The Leadership style which may be best suited are: 
 Delegated style – The decision has to be reached quickly and the staff comprises of 

competent individuals who fully understand the issues and can offer valuable input. 
 OR 
 Abdicated style – Since the staff is highly competent and the leader is probably an 

extremely busy individual, he may purse an abdicated style of leadership particularly 
because the situation warrants quick decision and any delay may result in missed 
opportunities. 

  
  
Ans.3 (a)  Reservations and assigning tables to the customers should be the responsibility of 

the supervisory staff at the restaurants.  The supervisory staff would determine the 
number of persons in a group, the location and capacity of the individual tables and 
advance reservations made by groups and their timings.    

 (b) Selection of standard menu would be a decision to be taken by the management at 
the Head Office because the affluent clientele would expect an elaborate variety of 
items in the menu and its consistent good quality at all the restaurants.  However, 
the managers at the restaurants may be consulted to incorporate any local 
preferences.   

 (c) Offering suggestions to customers regarding selection of menu should be handled 
by waiters taking the orders.   These waiters are fully conversant with the menu and 
can offer suggestions which more fully cater to the tastes and preferences of 
customers, particularly of those customers who come to the restaurant regularly.    

 (d) Decisions regarding décor of the restaurant, selection of furniture, etc. should be 
taken at the Head Office because they involve capital expenditure and also the 
management would want to retain a uniform design and outlook of the restaurants 
at all the locations.  

 (e) Decisions regarding procurement of perishable items of daily consumption should 
be taken by the supervisory staff in consultation with the managers at the individual 
restaurants   as the prices and demand of these items vary considerably from day-to-
day at each location.        

   
   
Ans.4 (a)  Skilled negotiators take the following measures to keep the negotiation process on 

track without creating deadlocks to achieve positive outcomes:  
   
  (i)  They offer convincing explanations why they want to uphold their existing 

positions and the reasons why they cannot accede to the concessions sought 
by the other party.   
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  (ii)  They express their willingness to review the issues of concessions or benefits 
sought by the other party sometime in the future.  

  (iii)  They make efforts to close the current deal by agreeing to offer benefits and 
concessions in any future contract or deal if the other party shows its 
willingness to finalize the present contract.  

  (iv)  They mention discreetly the adverse consequences of a failure to reach an 
agreement and the benefits which would accrue to both the parties by 
finalizing the deal without any further loss of time. 

    
 (b)  Conflicts are a common phenomenon in organisational settings due to the 

following reasons: 
   
  (i)  incompatibility of goals; 
  (ii)  differences over interpretation of facts; 
  (iii)  disagreements due to differences in expectations; 
  (iv) rivalry among the departments/individuals for scarce resources. 
   
 (c)  Conflicts may be beneficial for an organisation in the following situations: 
   
  (i)  Conflicts are instrumental in bringing about radical changes to alter existing 

power structures and entrenched attitudes which lead to complacency in the 
organisation. 

  (ii)  Conflicts encourage innovation and testing of new ideas and eliminate 
attitude of groupthink. 

  (iii)  Conflicts bring emotions and differences in the open and therefore result in 
release of internal hostile feelings. 

  (iv)  Conflicts result in constructive levels of tension within the organisation and 
motivate individuals to perform at their optimum capabilities.    

  
  
Ans.5 Progressive organisations seek to achieve the following advantages by implementing  

formal goal setting systems: 
  
 (i)  Achieve greater departmental coordination and co-operation which would lead to 

realisation of overall organizational goals. 
 (ii)  All the departmental heads and their subordinates would be fully aware of their 

responsibilities and duties which they would have to perform during the next 2-3 
years. 

 (iii)  Strengthen the relationships between the departmental manager and subordinates 
because it would promote an environment of team effort and the manager would 
not be considered as an arbitrary decision maker. 

 (iv)  Incorporate self-correcting characteristics, as slippages in the performance, if any, 
would be identified immediately and corrective measures can be taken. 

 (v)  Help to identify deficiencies among the workers leading to development of 
appropriate training programs. 

 (vi)  Provide knowledge to employees to know in advance the basis on which their 
performance appraisal would be determined and they would therefore be able to 
perform in a more focused manner. 

 (vii) Facilitate close monitoring of the market trends and adapt to the changes in the 
tastes and preferences of the consumers. 
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Ans.6 According to Herzberg, two groups or categories of factors cause dissatisfaction or 
satisfaction in a work environment.  Factors which cause dissatisfaction among 
employees are hygiene factors   and those which result in satisfaction are motivator 
factors.   

  
 Herzberg identified the Hygiene factors  and Motivator  factors as follows: 
  
 Hygiene Factors: 
  company policy     supervision  relationship with boss 
  working conditions  salary  relationship with colleagues 
  
 Motivator Factors: 
  achievement  recognition  the work itself 
  responsibility  advancement  growth 
  
 Herzberg argues that factors causing satisfaction and factors causing dissatisfaction are not 

opposite. According to him, 
  
 (i) The opposite of dissatisfaction is not satisfaction; it is not being dissatisfied. 
 (ii) The opposite of satisfaction is not dissatisfaction; it is not being satisfied. 
  
 Management must therefore address to two different categories of factors concerning 

employees:   
  
 (i) Management must give adequate attention to the hygiene factors. If employees are 

content with their hygiene factors they will not be dissatisfied   
 (ii) Motivator factors are necessary to   motivate employees and keep them satisfied.   

Herzberg maintains that motivation can be achieved through job enrichment which 
is making the work more interesting and fulfilling.   

  
  
Ans.7 The well-entrenched market players possess the following sustainable advantages which 

are deterrents to  potential new entrants who may pose competitive threats:  
  
 (i) Economies of scale – In an industry which offers significant economies of scale, the 

big firms are able to achieve substantially lower costs vis-a-vis the small producers. 
It is therefore difficult for a new firm to enter the market as it would not be able to 
initially achieve economies of scale and its average costs would be higher than those 
of the existing large-scale producers. Consequently, the existing firms are able to 
deter potential competition from new entrants. 

   
 (ii) Capital investment requirements – If a new entrant to the market would have to 

make substantial initial capital investments in physical assets, this will act as a 
deterrent to new firms from entering the market. This is because they would incur 
substantial losses if their new business venture does not succeed and would 
therefore not want to take such high investment risks. 

   
 (iii) Access to distribution channels – In certain markets, there are only a limited 

number of distribution outlets or distribution channels. A new entrant would face 
difficulties in gaining access to these established distribution channels; this would be 
deterrent to new competitors from entering this market. 
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 (iv) Technical Know-how – It is time-consuming and expensive for a new entrant in a 
market to acquire the know-how and experience as it would have to undergo the 
learning curve experience. This time period and the high expenses during the initial 
setting-up period would be a deterrent to the prospective rivals. 

   
 (v) Switching costs – Switching costs are the costs that a buyer would have to incur in 

changing from an existing supplier to a new supplier. In certain industries, 
switching costs can be prohibitively high for a customer. High switching costs can 
be strong deterrent to new entrants to break into such a market.  

   
 (vi) Government regulations – Regulations within an industry, granting of rights can 

make it difficult for new entrants to break into a market, e.g. it might be necessary 
to obtain a license to operate, or to become registered in order to operate in an 
industry. Companies which already operate in such an industry might have the 
benefit of patent rights that are deterrents to new competitors. 

   
   
Ans.8 Michael Porter’s theory of Value Chain states that  the following  primary activities make 

significant contribution towards the success of any business enterprise: 
  
 (i) Inbound Logistics – These activities are concerned with receiving and handling 

purchased materials and components and storing them until needed.  
   
 (ii) Operations – These activities relate to conversion of raw materials into products 

which customers want to purchase.  
   
 (iii) Outbound Logistics – These activities deal with storage of finished goods and their 

distribution and delivery to the customers.  
   
 (iv) Marketing and Sales – These activities pertain mainly to the 4Ps of marketing and 

selling including products, place, price and promotion. 
   
 (v) Service – These activities include services after the point of sale, such as 

installation, warranties, repairs and maintenance and providing training to 
customers’ employees. An important aspect of service is often the responsibility of 
customer call centers or customer care-service personnel. 

  
  
Ans.9 (a)  The five elements or ‘building blocks’ in a typical  organisation structure as 

suggested by Mintzberg are: 
   
  (i)  Strategic Apex – This is the top level management with overall responsibility 

for the organisation. 
  (ii)  Operating Core – This comprises of those individuals who perform basic 

work of the organisation. 
  (iii)  Middle Line – These are the managers who interact with the strategic apex 

and the operating core to achieve the objectives of the organisation. 
  (iv)  Support staff – These individuals render supporting services in the 

organisation, i.e. secretarial staff, repairs and maintenance personnel, 
cleaning staff, etc. 

  (v)  Techno structure – The staff which provides technical support services such 
as accountants and I.T. specialists who do not have line management 
responsibilities and are in staff positions. 
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 (b)  Perception is the process which enables individuals to organise and interpret their 
sensory impressions in order to give meanings to their environment.  Perception 
enables individuals to frame their responses towards objects and individuals.   
Perceptions may or may not be in accordance with the objective real situation.   

   
  Perception may be influenced by: 
  (i)  attitudes  (ii)  motives   
  (iii)  interests  (iv)  experience   

  (v)  expectations  (vi)  beliefs   

  
   
Ans.10 (a) Server: A server is a computer that has been optimized to facilitate other computers 

over a network. Servers usually have powerful processors as well as large memory 
and hard drives. 

   
  File Servers are used to manage the data files that are accessible to the users of the 

network.   All the shared data files of the system are held on a file server or are 
accessible through a file server.   

   
  Network Servers are used to route messages from terminals and other equipment 

in the network to other parts of the network.   Network servers therefore manage 
and control the routing of messages within computer networks.   

   
 (b) LAN – Local area network 
  A LAN is a computer network covering a small geographical area such as a home, 

office, group of buildings, etc.  
   
  WAN – Wide area network 
  A WAN is a computer network that covers a broad area i.e. a network that 

communicates across regional, metropolitan or national boundaries over a long 
distance.  

   
  The distinguishing features of LAN and WAN are: 
   
  LAN WAN 

  (i) Due to its localised nature, the 
data transfer speeds are high. 

(i) Data transfer speeds are much lower 
than with LANs due to the greater 
distance that information must travel. 

  (ii) Due to its localised nature, the 
data transfer speeds are high. 

(ii) WANs exist under collective or 
distributed ownership and 
management covering long distances. 

  (iii) Due to its localised nature, the 
data transfer speeds are high. 

(iii) Setup costs are typically higher due to 
the need to connect to remote areas.  

  (iv) Due to its localised nature, the 
data transfer speeds are high. 

(iv) Maintaining a WAN is more difficult 
(and expensive) than maintaining a 
LAN due to its wider coverage. 

  (v) Due to its localised nature, the 
data transfer speeds are high. 

(v) In contrast to LANs, the data 
transmission error rate tends to be 
significantly higher. 
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Ans.11 A sound Personnel Management Reporting System would enable the management to  

obtain  the following information: 
  
 (i)  Report of headcount, i.e. number of employees in the organisation. 
 (ii)  Report of salaries and wage expenses during a specific period. 
 (iii)  Report of employee absence and leaves availed and accrued. 
 (iv)  Report of age profile of employees. 
 (v)  Report of tenure profile of employees. 
 (vi)  Report of medical benefits availed by the employees during a particular period. 
  
 Appropriate security around a Personnel Management System is important because it 

contains significant amount of sensitive and confidential information. 
  

(THE END) 

 

 

 
 


