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1.1 Introduction

An important feature of the people —
organization relationship is the need for
control. Conirol systems exit in all
spheres of the organization and are a
necessary part of the process of man-
agement. It is concerned with the mea-
sure of success in achieving the goals
and objectives of the organization. The
manager needs to understand the na-
ture of control and how best to imple-
ment control systems in order to im-
prove organizational performance.
Management’s assures that an orga-
nization carries out its strategies effec-
tively and efliciently. Effectively mean
doing the right things. Efficiently means
doing them well. ic, maximizing output
while minimizing input.

1.2 The purpose of management control

The management control process be-
gins after strategies and goals have been
established. Management control involves
the allocation of resources to accomplish
the strategies and ascertain that either the
strategies are being accomplished or modi-
fication are being approved. So manage-
rial control systems as a means of check-

ing progress to determine whether the ob-
jectives of the organization are being
achieved. Control completes the cycle of
managerial activities. The whole purpose
of management control is the improvement
in performence. The following diagram is
illustrated the purpose of management con-
trol.

Control Basic activities
Process of management
— > Clarification of ob-
_ jectives
g ¢ o o B
Checking - » Planning

progress and-— - » Organising
Improving —» Directing

performance » Controlling

1.3 The nature of Management control

Different approaches to organization
and Management have illustrated different
approaches to the nature of control. The
classical approach placed emphasis on
structure and formal organization sets of
principles to guide managerial actions, stan-
dardized procedures, and the assumption
of rational and logical behaviour and it
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emphasized a high level of control is nec-
essary for efficiency. .

The human relations approach placed
emphasis on the social organization and
on the importance of groups and informal
relationship. It places emphasis on the so-
cial needs of individuals within the work
organization see a high level of control on
self-defeating.

In terms of the open systems model of
the organization control emphasizes the
interrelationships among inputs, outputs
and the series of activities which lead to
the outputs. Control can be seen as a me-
diator between the input and output pro-
cess. It helps to maintain the working of
the organizational systems. Eg. Budgetary
control is a mediator relating to financial
resources. Inventory control and produc-
tion control relate to material resources.
Staffappraisal is a control mediator in hu-
man resources. The organization as an
opeh system is subject to changes in its
environment. The operation of manage-
ment control system will need, therefore,
to be responsive to external influences.

The contingency approacii takes the
view that there is no one, best structure.
The most appropriate organization struc-
ture, and systei: of management, includ-
ing methods of control, depend upon con-

" tingencies ofthe situation.

The nature of management control is

an organization variable. It may beé that

control systems provide a better means of
predicting certain facets of organizational
behaviour than the classification of tech-
nology.

1.4 Elements of a Management con-

trol system.

Whatever the nature of control there
are five essential elements in a manage-
ment control system. It is explained by the

following diagram. .
(1) Planning ——-»! ;’Desiligq glllls_u
(2) Establishing - - -> Standards of
performance
(3)Moniloting ..., Actual |
. ‘performance |
¢y Comparing —-—> Deviations
QCoﬁ'ective Action &————
s
(5) Rectifying

1) Planning what is desired

2) Establishing standards of performance .
3) Monitoring actual performance

4) Comparing actual achievement against
the planned targets

'5) Taking corrective action
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1.5 Classification of control systems.

There are various types of control. A
business organization is a net work of in-
teracting control systems which are ex-
pected to complement each other in
achieving the ocrganizational objectives.
Some of these are quantitative in nature

. while some others are qualitative. Eg.

Employee performance appraisal systems
are qualitative, whereas production con-
trol systems and inventory control systems
are quantitative. Among the quantitafive
control systems, “budgetary control sys-
tems”, and “standard costing system”, are
the most important accounting control sys-
tem.

It is described there are two main as-
pects of control of particular relevance to
the study of organization behaviour.

(i) Personal —mechanical

(i) Unitary —fragmented
Using the two scales together, it can be
identified four categories of control.

Personal  Mechanical
Unitary Y A2
 (integrated) i ! b ){* |
Fragmented: Bl *‘i B2

Al: Firms with unitary and mainly per-
sonal conirols.

A2: Firms with unitary and mainly im-
personal administrative or mechani-

cal controls.

Bl: 'Firms with fragmented and mainly
personal control

B2: Firms with fragmented and mainly
impersonal administrative or me-
chanical controls.

The normal process of industrial and
technical development would move a firm
in the direction of

:Al—Bl —B2 — A2

1.6 Characteristics of an effective con-

trol system are as follows.

(i) Toracontrol system to be meaningful
it must be understand by those in-
volved in its operation

(i) Controls should conform with the
structure of tlie organization and be
related to decision centers respon-
sible for performance.

(i) An effective control system should re-
poit deviations from the desired stan-
dard of performance as quickly as
possible.

(iv) The control system should draw at-
tention to the critical activities which
are important to the success of the
organization.

(v) To be effective a control system must
be flexible. ‘

(vi) The control system should be consis-
tent with objective of the activity to
which relates.
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(vii) Control system should themselves be
subject to a continual review to en-
sure that they are effective and a'ppro-
priate int terms of the resuit they pro-
duce.

(viii) An important additional feature un-
derlying all aspects of an effective
managementi control system is the need
to consider the behavioural implica-
tions. It should be recognized that the
activities of a management control sys-
tem raise important concsideration of
the human factor and of the manage-
ment people.

1.7 Behavioural factors in manage-
ment control systems
The effectiveness of management con-
trol systems will depend upon both their
design and operation, and the attitudes of
staff and the way they respond to them.
Control systems provide and interface
between human behaviour and the pro-
cess of management. The amount of con-
trol is exercised has significant effects on
the adjustment of organization members
and on the performance of the organiza-
tion. There are five general propositions
which help explain some of these effects.
) Zontrol has both practical and sym-
bolic implications. Control implies
what an individual must or must not
do, restrictions, and areas of freedom
of choice. b

i)) The exercise ot a control has a posi-
tive value for most members of the
.organization. Most people prefer to
exercise some control and authority
in their work situation than when they
are powerless and do not exercise
‘control.

i) The exercise of control helps the mem-
ber to identify with the organizational
system. The exercise of control im-
plies compatibility with the intentions
ofthe controller. Psychologically, the
system is an extension of the person
exercising control. The person who
exercise control is less alienated and
is more likely to identify with and sup-

‘port the aims of the organization.

iv) The exercise of control can result is
frustrating as well as satisfying conse-
quernces. Individuals who are unable

“to exercise control tend to be less sat-
isfied with their work situations and
are often alienated and apathetic.

v} People who exercise control in orga-

nizations may be more willing to ac-
cept control over themselves. Be-
cause of the greater loyalty to, and
identification with the organization
people may more readily accept in-
creased control anfthe need to con-
form to the regulations and norms of
the organization.
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1.8 Resistance to control! system
Control systems can help fulfil pcople’s

needs at work and their presence may be
welcomed by some member of staff. How-
ever, control systems are perceived as a
threat to the need satisfaction of the indi-
vidual. Contro! over the behaviour is re-
sented and there is a dislike of those re-
sponsible for the operation of the control
" system. The amount of resistance is de-
termined by both the nature of the control
system and the characteristics of the
individuls involved. The resistance to con-
trol systems is most likely to be presented
in the following situations.

1 The control system measures perfor-
mance in a new area.

ii. The control system replaces a system
that peoples have a high investment is
maintaining.

. The standards are set without partici-
pation

iv. The results from the control systeni are
10t fed back to the people whose per-
formance is measured.

v. The resuits from the control syslem‘ are
fed to higher levels in the organization
and are used by the reward system.

vi. The people who are affected by the
system are relatively satisfied with things
as they are and they see themselves as
committed to the organization.

vit. The people who areaffected by the system
atelow inselfesteemandauthoritarianism.

1.9 Conclusions

Control systems are bound to be
viewed with a certain amount of suspicion,
and possible resentment by members of
staff. Therefore, if control systems are to
be successful in leading to improved per-
formance and organizational effectiveness,
they require attention to factors which in-
fluence human behaviour.

The manager should attempt to enlist
the co-operation of staffand help them to
feel that decision which are taken in their
own interests.

Motivation is an important aspect in
the operation of a control system. Lack of
positive motivation can lead to frustrated
behaviour resulting in lack of commitment
to the aims of the organization and poor
job performance. This may lead to in-
creased control. Brech points out “No
method of control will prove effective un-
less the emiployees are motivated in some
way o achieve good results”

The operations of groups and the in-
formal organization can influence the func-
tioning of control systems. In order to
maintain co-operation and commitment of
staff the manager must continually review
at both the mdividual and group level the
operation of the control system and the
progress made in achieving objectives.

The structure of an organization and
its pattern of management can effect the
imiplementaion of control system. Organi-
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zation with a mechanistic structure are
more readily suited to the operation and
implementation of traditional systems con-
trol. The organic system is more suited for
conditions of change and for uncertain en-
vironment influences.

The nature and form of management
control systems are also influence by spe-
cific feature of organizational design. Eg.
The extent of divisionalisation and delega-

tion, and the scope of the hierarchical pyra-

mid structure wil effect the means of con-
trol over the behaviour of staff.

The exercise of control is an expres-
sion of leadership style and systems of
management. The style of managerial lead-
ership is a function of the manager’s good
attitudes towards people can hﬁprove the
organizational performance. The manager

-must understand the nature of leadership
and factors which determine the effective-
ness of the leadership process to imple-
ment the successful management control
systen. '

A system of Management by objec-
tives may allow staff to accept greater
responsibility and to make a higher level
of personal contribution. Participation is
inherent if Management by Objectives is
to work well, and there is an assuniption
that most people will direct and contiol
themselves villigly if they share in the sei-
ting of their objectives. The system of man-

“agement by Objectives can be applied as

an effective method of control related to
performance appraisal and career pro-
gression.

The above factors should be consid-
ered in exercise of control system to
achieve the high effectiveness and improve
the organizational performance.
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THE RESENT APPROACH OF PRICING IN
| MARKETING MANAGEMENT

1.0 MARKETING

Marketing is the management process
which identifies, anticipates and supplies
customer requirements efficiently and
profitably. It covers not only selling activities,
advertising and sales promotion but also
other activities and functions such as
product design, production, production
control, quality control, after sales service
and credit, for customers. Morec
subsequently, marketing can be seen as
creating the environment in which selling
will take place. Thus marketing is a key
factor in business. “The term marketing,
must be understand not in the old sense of
making a sale — selling” but rather in the
new sense of satisfying customer needs.
Process of identilying there needs and
satisfying consumers needs and in a
profitable manner. '

2.0 MARKETING MANAGEMENT

Marketing management as the
analysis, planning implementation, and
control of programs designed to create,
build, and maintain beneficial exchanges,
with target buyers for the purpose of
achieving ,organizational objectives.
Marketing managers include sales
managers and salcs people, advertising
executives, sales promotion people,
marketing researchers, product, managers,
pricing specialists and others.

Most people thing of marketing
management is finding enough customers

for the company’s current out put but this
is too limited a view. The organization has
adesired level of demand for its products.

At any time there may be no demand,
adequate demand, irregular demand, or too
much demand, and marketing management
must find ways to deal with these ditTerent
demand states. Marketing management is
concerned not only with finding and
increasing demand, but also with changing
or even reducing it. Thus marketing
management seeks to affect the level timing
and nature of demand in a way that will
help the organization achieve its objectives.
Simply put marketing management is
demand management.

3.0 Market mix

When marketing there products
firms need to create a successful mix of
the right product sold at the right price. In
the right place. Using the most suitable
promotion.

3.1 The four Ps’

The ingredient of the marketing mix are
often referred to as the four PS; product
price, place, and promotion. A mix is made
of ingredients which are together to meet a
common purpose.

3.2 A perfect mix

To create the right marketing mix
business have to meet the following
conditions.

-
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hie product has to have the right features
The price must be right consumers will need
to they in large numbers to produce a
healthy profit. '
The goods must be in the right place at the
right time. Marketing sure that the goods
arrive. When and where they are wanted
is an impotrtant operation.
The target group needs to the made aware
of the existence and availability of the
product through promotion. Successful
promotion helps a firm to spread cost over
a large output.

4.0 The Signification of pricing

Almost every organization operating in
the modern competitive world; be it a
commercial entity or non-profit marking
organization, the pricing decision have a
considerable impact on the organization’s
survival competitiveness most organization
operate with the main intention to generate
profit thus enabling then to survival in the
market place. Even for non-profit
organization that needs to generate some
amount of profits to manage day-to-day
operation for obvious reasons the pricing
of decision organization have major impact
on the levels of profitability.

As consumers we have general

understanding of what is meant by price. It

is a momentary value that the customer has
to pay to the marketer or firm acquires
goods or services which a customer has a
need the concept of pricing interpreted in
many forms.

It can be anything from the monthly
rental you pay to your landlord for the
occupancy of an annex or the subscription

fee to a professional body of study. In
markeling terms pricing takes a different
definition pricing is could be define as the
economic value of satisfaction in a more
simple term it is the value a customer
spends to satisfy a need wont.

To a marketer pricing is the economic
value of satisfaction to the economist it’s
the opportunity cost and to the accountant
its the techniques used to calculate the break
even point. -

5.0 Factors Affecting a Pricing Decision
Before we can understand how pricing

decisions are made, its important to know

the factors that effect an organizations

pricing strategy. Broadly there factors

cffecting a pricing decision. They are,

Cost

Customers

Competitors

)
0.0

(d

.

L)

(d

*.

L)

*

Lo

L)

Company considerations

4.1 Cost

Cost of the key factors affecting an
organization’s pricing decision. As an
accountant it is quite straightforward that
cost has a positive corelation with the firm
pricing. For an example a jeweler’s price
for his product will vary according to the
international market prices for goid. Since
most of the organizations are dependent (or
their raw material from foreign sources the
cost will vary depending on the market
prices prevailing in the international
markers. In providing information on cost,
the accountant plays a vital role. The term
cost is a very broad term. It could denote
several meanings. Accountant use diflerent
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toolsto analyse information regarding to cost
of'a producl er service

Amuiy the information that we need 1o set
a price is,

¢ Total Cost

Marginal cost

Experience/ Learning curves

Average cost

Variable cost

Fixed cost

Economics of scale

$ @ S & © &

4.1.2. Company consideration
Broadly organizations can be
categorized in two sectors. The private
scctor, whose main objective is profit
maximization and public companies, whose
mine goal is social or public welfare. Even
though the company’s objectives may vary,
the latter needs to earn marginal amounts
of profits for its day to operations. Thus
firms such as Sri Lanka Railway, Sri Lanka
‘Transport Board, ctc., needs to earn some
degree of profits to run their operation, even
though the profit margins may be not as
attractive as in the private scctor.
Depending on the role and function of
the organization, the pricing strategy will
vary. Thus ina public limited company, since
their main objcctive is social welfare, the
pricing will reflect the ability for every
customer in the target market to have
access to the product or service in concern.

4.1.4 Competitor Actives

The third factor cffecting pricing
decisions is the competitors. In this day age
it's scldom that you find organization’s
compeling with out competition. Overall
firms should have an in depth understanding

ofthe direct and indirect competitors. The
cxtend of competition  affects the price
clasticity of demand and this has a

retrospective elfect on pricing.

In an environment in which competitors
are numerous and active and where the
entry barriers are low, such as the
communication, computers, education
industries, price competition is likely to be
intense and price elasticity high. On the
other hand when the number of competitors
is low and where the entry barriers are high
price competition generally does not exists.
{he tobacco industry is and example for
such a market condition

4.1.3 Consumer consideration

Organizations produce products mainly
for customer to purchase and consume.
Wiiat happens of the price of the product
is too high for the consumer? He would not
purchase the product. Since the consuimer
may not suve the pecessary economiic
consideralion acquire the product. On the
other hand what if'thie product is priced too
fow for the consumer. Yet again the
customer would not prefer the product, since
the theories of economic teaches us that
man is a rational man, and he tries to get
the maximum from his limited financial
FCSOUICes.

5
>

The Product Lile Cycle
Legal consideration
Taxation, tarifls and dutics
Channel consideration
Government subsidics
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5.0 Selection of a Pricing Method
Since pricing is one of the most

impoitant mixes of marketing, the firm

should be cautious when setting the pricing

for a product or service offering. Among

the decision that needs attention are

1. The company’s marketing objectives

2. Pricing objectives and policies of the firm

3. The economic consideration of the target

market

4. Asses the cost of production and other

overheads '

5. Audit and compare the competitors

offering and their pricing structure

6. Select an appropriate pricing strategy

When a firm has to select a pricing
strategy there are many options from which
the firm can choose. After considering and
evaluating the above 5 steps, the firm can
take the 6" step selection an appropriate
pricing method.

I. Cost oriented pricing method
2. Competitor based pricing

3. Market skimming

4. Market penetration

5. Perceived value pricing

0. Psychological pricing

0.0 Pricing techniques
1. Cost — plus pricing.

A common way to make pricing
decisions is to calculate how much it cost
to do a particular job or activity, and then
add on a given percentage as a return for
the job or activity. This is sometimes known

“as a mark-up.
For example, a business may decide that it
will cost 100 to do a small repair jobon a
car, including patts, labour, use of premises

and cquipment, etc. The business works on
the basis of making a 20% return on all the

- work that it does. It therefore charges the

customer 1[20.

2. Hour — based pricing.

Many small business are able to work
out that their typical costs are for every
hour of work they do, e.g. for gardening,
sign writing, photography, etc. The business
owner is then able to charge a standard
chaige per hour.

. Penetration pricing.

When a firm brings out a new product
into a new or existing market, it may feel
that it iceds to make a lot of sales very
quickly in order to establish itself and to
make it possible to produce larger
auantities. it may thercfore start off by
offering the product at quite a low price.
When market penetration has been
achicve J, prices can be raised.

4. Skimming.

When you bring out a new product, you
may be able (o start off by charging quite a
nigh price. Somne customers may want to
be the first to buy your product because
they want to be associated with your
product before anyone else.

The word skimming comes from the
idea of skimming the top layer of cream
first, allowing the cream to build up again,
skimming off the second layer, and so on.

lFor example, you could sell an
exclusive dress at an exclusive price to
wealthier customers. The next season you
could lower the price, making it accessible
to a less wealthy group of customers. Later
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on, you could mass — produce the dress so
thatitis available at a low price to the mass
market,

5. Destroyer pricing

Destroyer pricing involves selling your
good at a very low price in order to destroy
new competitors or existing competitors.
Forexample, in the mid— 1990s The times
newspaper engaged in a price — cutting
campaign to take sales away from rivals.
Other newspapets followed suit, and the
eventual result was that in November 1995
the Today newspaper went out of business.

8. Pricing and the Company’s Decision
These are the information the
marketing department will require belore
the price for a product.
a. The ability to achicve company
objectives. :
b. The nature and structure of competition
The competitive offerings and their
pricing '
. The anticipated levels of demand
The stages of the preduct in the life
cycle
Positioning strategy
g. Legal consideration
h. Consumer’s disposable income
t. The needs of the customer
J- Effects of seasonality or other wisc

N
o

‘(‘2

o o

3!

8.0 Price Adjustment Pelicies

Having set the price of the product or
service, sometimes the firm might need to
restructure its pricing to suit a customer’s
requirement for varying reasons. Thus the
companies need to have price adjustment

policies. There are three types of price
adjustment policies available to marketer.
l. Discounts

2. Discriminative pricing

3. Promotional pricing

8.1. Discounts

This is where from the selling price a
discount is offered to the customer, for
instances such as carly payment, for being
a loyal customer, or for bulk purchase.

8.2, Discriminative pricing

This is where for the same product or
services the organization charges different
pricing sfabs. This can be done for two
reasons. :

a) To gain full capacity. Examples in
the case of a cinema, an airlines
ticketing where there are different
pricing structures to gain the
maximum possible number of
Luslo ers.

b) "tusmoothen demand. Example as
in the case of a telephone company,
who would want to have equal
demand as much as possible. Thus
they would charge a premium
pricing during peak hours to reduce
congestion on the lines cconomy
pricing during non peak hours to
encourage usage.

Mr. E. Ratnam
Senior Lecturer,

i

Department of Commerce
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L. Introduction

In growing modern: world every
organization and individuals give high priority
to productivity. While the term productivity
has acquired a wide meaning, it was
originally used only to rate workers with
respect to their skills. Those who produced
more in a day by working faster or harder
were said to have a higher productivity.
Actually the term productivity considers not
only human element in the work but the
other factors such as machine, material,
marketing, energy and etc also. So
improvement in productivity says us the
particular organization functions better than
carlier. But it does not mean eflicient work
only, there must be effectiveness also. Thus
the term productivity includes efficiency and
effectiveness. Since the term productivity
considering effectiveness the formula of
productivity should be corrected as follows.

Productivity = useful outputs

in puts
Definition
Most of the writers defined productivity
as “the relationship inputs and outputs
of a productive system”.,

2. The expression of productivity
Productivity can be expressed on
a total factor basis or on a partial basis.
Total factor productivity is the ratio of
“outputs to all inputs.
Productivity
- Out puts
labour + capital + material + energy

But partial factor productivity is the
ratio of outputs to onc or two or three of
thesc inputs. Partial factor productivity will
be measured as follows.

The productivity of workers is usually
expressed in terms of output per man-
hour and is called labour productivity.
Productivity in relation to machine is
measured in terms of the output for
machine hour or output per kilowatt of
clectricity consumed. In the case of
material, productivity is estimated in
terms the output per unit measure of the
particular material or unit value of the
material used.

Example: A Dental clinic treats
average 108 patients per day. Treatment
time 9.00 a.m 10 9.00 p.m and threc nurses
work there. '

Average labour productivity will be
calculated as follows.
Total outputs
Labour inputs
108 patients — [08 patients
3 x 12 hours 36 hours
= 3 patients served / hours

Factors affecting the productivity

In the literature on productivity, a
partial list of factors is often given. This
results from a behavioural economic, or
technical point of view which emphasizes
onc particular approach to productivity
improvement. The [actors affecting the
productivity can be shown with the help of
the productivity wheel.
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According to the productivity wheel,
external, product, process, capacity,
inventory, work force and quality affect
productivity.

External factors include government
regulations, business competition, customer
demand, The external factors may affect
both volume of output and availability of
scarce inputs.

in deciding the level of productivity
capacity and inventory factors are very
important. The following factors are listed
under this category which are; capacity
planning, inventory and (level of inventory,
lead time, quality of inventory and ctc)
related other factors and parchasing. As
far as inventory concerns, it is said that
every organization should maintain optimum
level of inventory. Excess or short supply
should be avoided. These two situations
cause decline in productivity. Since an
organization maintains excess capacity, its’
inventory investment will be idle. Duc to
the cost of capital this idle investment affects

WORK FORCE

Process selectic:

Automation

Rrocess £) ow

Layout

& &§D
\Droduct

i
Oty [ Purcha-{valye \ verSI
enginec

Fing

efficient operation of the organization. So
cxcess capacity contributes to adverse in
productivity on the other hand too little
inventory will lead to lost sales, reduced
volumes, and eventually lower productivity. .
Today soluticn to this problem, for repetitive
manufactuting fim, is to adopt just in time
inventory systein.

The another factor is product. Product
is a factor which can greatly affect
productivity. It is generally recognized that
R & D leads to new product technologics
which improve productivity on the other
hand, too much product innovation may
slow down process innovation and lcad to
productivity decline. Product diversity may
lead to greater productivity through
increased sales and economies of scale. But
product diversity may reduce productivity
too, by unfocusing the process and
spreading operations (oo thin.

Product design also can be uscd to
improve the level of productivity. If the
process matches the types of production, it

alypt oid i
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will increase efficiency in the operation.
The other factors include in to the process
are provass flow, automation, and layout.
Withina given process, there are many ways
1o organize the flow of information, material,
and customers. Thesc flows can be
improved by better layouts or by process
flow analysis, with resulting increases in
productivity. One of the key methods used
to improve productivity in the past has been
automation. Automation is technology or
machine usage instead of human elements
in the production or work, it can still be a
powerful key to the improvement of
productivity in the future.
Work force in the production system
rclates to number of factors including
selection and placement, training, job design,
organizational structure, supervision,
rewards, goals (MBO) and Unions. The
management of human resources in
operations should be viewed as an
integrated task beginning with the
recruitment and sclection of workers and
proceeding through the motivation of
workers, the measurement of results, and
the giving of rewards for performance. The
recruitment, selection, and placement of
workers determines the ‘raw material of
human resources available to the firm.
These resources can be made productive
through training within a given
organizational context. The organization
context itself can be altered through job
design, supervision, or authority relationship.
I“inally, rewards and goals can be uscd to
‘motivate the work force within the given
organizational context and the available
level of training.

The final aspect in the productivity
wheel is quality. Obviously poor quality
leads to poor productivity. Because ol the
poor quality, repetition of the work increases
so clliciency start sto decline. Now a days
opcrations management experts suggest o
adopt total quality management aspect to
overcome most of the poor productivity
problems. In doing so, organizaticns
practice a zero delect programme. i.c.,
doing correct things tirst time and every
time. On the other hand it is important to
spread out the quality theme among
employees of the particular organization.

National Productivity

Productivity improvement is the engine
behind economic progress and corporate
profits. Productivity is also essential to wage
increases and personal income. A country
whichdoes not improve its productivity will
seon reduce 115 standard of living. Although
national productivity is often measured as
aratio ol output divided by input, different
ratio are possible, depending on the
assumption made. The total factor
productivity ratio is obtained by dividing total
output, measured by GNP, by the total of
labour and capital inputs. Thus we have,

Totai lactor productivity

GNP
Labour + capital

There arc also two partial productivity
ratios. One for labour and other for capital:

Labour productivity GNP

Labour hours
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GNP
capital

Capital productivity =

The total factor productivity ratio is the
best one to use when describing national
productivity, because it includes all inputs
which used for earning gross national
product for the given period of time. Labour
productivity ratio gives labour credit for the
whole GNP output, even though changes
in output may be due to increase utilization
of capital. National productivity ratios are
typically expressed as index overtime. The
ratio from one time period is compared with
the base period to derive a percentage of
increase or decrease in the productivity
ratio. These indexes are typically calculated
for annual and quarterly time periods. In
the national level improved productivity
brings many benefits to the nation.

i) Increase in productivity creates
more real per capita income.

i) Improved productivity is the
favourable effect on a nation’s
world trade balance. Since our
industries compete in world markets,
trade balanccs are directly affected
by productivity in other countries.

iii) increased productivity will also tend
to mitigate the cffect of inflation.
Growth in productivity helps to
maintain wage stability. Without off
setling ihcreases in productivity,
wages increases are purely
inflationary.

As lar as individual firm concerns
productivity growth is a way to incrcase
profits. As a matter of [act, in some cascs

increascd productivity may be a better way
to improve profits than increased sales.

Productivity ratios within firms
Productivity ratios must also be developed
at each level of the firm. There are three
principles whichshould be followed inmeasuring
productivity at lower level in the firm.
i) Department managers should be asked
to develop their own measures, perhaps
with the assistance of staff. By doing
this a firm will be able to develop a sct
ol'measurement unique to itsell.
All productivity measurement should
be linked in hierarchical fashion.

e JUmpratioe e oo

| |

I\/farkcting
|
‘\

b Dept. A
~ Dept. B

operations  Personnel

Dept. A
Dept. B

i) Productivity ratios should incorporate afl
job responsibilitics to the extent possibic.
This may require construction of several
productivity ratios or a weighted overall
ratios. Whatever ratios arc defined,
they should represent a rcasonable
measure of the total job.

Some examples ol productivity measures
for units or individual activitics arc,

Sales lorce productivity
__Sales
Sales people
Markcting productivity
Sales or profit
Total marketing inputs

afplab A
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Productivity of credit employces
Accounit receivable
Creditemployces

Marketing productivity

Today most of the organizations
give high priority to marketing productivity.
Because they spent a significant amount
of money to promote their products or
services. So knowing the cost effectivencss
of their function is inevitable activity to
them. Marketing produclivity can be
expressed as :

Marketing outputs

Marketing inputs

Sevin, quoted by Richard MS Wilson,
defined marketing productivity in more
specific terms as ........... Ssoedioiy the ratio
of sales or net profits (effect produced)
to marketing costs (energy expended)
for a specific scgment of the business.
This equates productivity and profitability,
which seems acceptable 1o come wrilers
but not to others. The major ub;ection to

Sevin’s definition is due to the effect of

inflation since sales, net profit and costs are
all financial flows subject to changes in
relative prices. For example, any increase
in the value of sales {rom one period to
another during inflationary times will be
made up of two elements

i) An incrcase due to a higher

physical volume of sales;

i) Anincrease due to higher prices.

Ifthe value of rupee was constant this
would remove the problems.

Conclusion

This article covered mainly productivity
measurement, its importance and the
factors aflfecting the productivity..
Productivity is measured in various ways
by different parties, and it is important to
both of product and scrvice sectors. In the
firm level, it is a way of increasing profit
and satisfaction of employces when sharing
the benelits given by the productivity among
employees also. In the national level, it
enhances standard ol'living of the people
by helping to increase the gross national
product. Thus it is necessary to understand
importance of productivity, and the factors
affecting the productivity to enhance the
level of productivity.
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Many methods of costing are in-
clude in cost accounting such as process
costing. Job costing stranded costing, batch
costing, marginal costing etc. Like as life
cycle costing is introduced earlier. Life cycle
costing is a technique. Which takes account
ofthe total cost of physical assets. Although
life cycle costing says during its economic

- life benefits from the assets, maintenance,
repairs and others. If we purchase the physi-
cal asset all the details of purchasing are

- included. Inlife cycle costing are in the cost-

7 ing they are as follows.

1. productlife cycle.

2. customer life cycle.

3. Service and project life cycle.

This articles will examine the concept
of product life cycle and the product life
cycle is an attempt to recognize distinct
stages in the sales history of the product
customer life cycle are involved the cus-
tomer details.

Service and project life cycle says
about the services and different between.
Research and development. '

Definition. 1:1
The term life cycle cost has been

defined as follows. It includes the costs

for and disposing of physical. Assets, in-
cluding the feasibility studies, research de- -
sign, development, production, mainte-
nance, replacement and disposal as well
as support, training and operating costs
generated by the acquisition use mainte-
nance and replacement of permanent
physical assets.

Life cycle costing is a technique
which takes account of the total cost of
owning a physical asset or making a prod-
uct, during its economic life. The life cycle
cost of a capital asset can be grouped into
three broad categories.

1. Initial cost
2. Operating costs
3. Disposal costs
-The capital costs and set — up cost of

a fixed assets can be listed as follows.
If the asset is If the asset is
constructed “in purcha
house” sedased from

a supplier
I. Research and 1. Acquisition
development
2. Design specifica- 2. Installation
tion

3. Manufacturing 3 Commissioning

associated with a acquiring, using, caring
el &1 ' -
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4, Quality control
and testing
5. Design modifica-

4.0Obtaining spares

5. Recruitment and

tion training of op-
erations staff
and maintenance

engineers .
6.Recruitmentand 6. Purchase of
training of opera- auxiliary mainte -
tions engineers. staff and mainte-

nance nance
equipment.

The operating costs for an item of capi-
tal equipment include not just operatorcosts
and maintenance costs, but also indirect
materials, tools, and costs of support ser-
vices such as materials handling quality con-
trol, energy costs, continued training re-
quirements for new staffand so on. .

Factors which ought to be taken into
account with operating costs include the
following.

(i) The cost oflost production during
downtime due to preventive main-
tenance work or break down re-
pairs.

(i) The cost of poor performance, ifthe
equipment produces poor quality out
put.

(i) The cost of low utilisation, because
the equipment did not meet the origi-
nal specifications exactly and so can-

not be used for every thing it was
initially intended.

Disposal cost can be significant for

a fixed asset, because the asset must be

demolished or dismantled and removed,

.and the site made good for other use.

These cost may be offset by the disposal
value ofthe asset.

‘Traditional management account-
ing system in general report costs at the
physical production stage of the life cycle
and do not accumulate costs over the en-
tire life cycle. They do not therefore, asses
a product’s or project’s profitability over
its entire life but rather on a periodic basis.
Life cycle costing, on the other hand tracks
and accumulates actual costs and revenues
attributable to each product or project over
the entire products / project life cycle and
hence the total profitability of any given
product / project can be determined.

Finally life cycle costing is defined
in (CIMA) official Terminology as “The
maintain once of physical asset cost records
over the entire asset lives, so that decision
concerning the acquisition, use or disposal
of the assets can be made in a way that

“achieves the optimum asset usage at the

lowest possible cost to the entity the texm is
also applied to the profiling of cost over a
product’s life, including the pre-production.
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Stage |

Production
Cos

Marketing

Pre - Production 3
service and

Cost
support cost

1:2 Maintainability and avallablllty of

capiial asset.

Two concepts useful for life cycle cost-
ing are maintainability and availability.

(a) Maintainability is a measure of the case
with which an asset can be given rou-
tine maintenance, or repaired if it
breaks down.

(b) Availability is the percentage of the
time for which an asset is capable of
performing a specified functionto a
specified standard of performance.
An asset availability breakeven chart

can then be drawn, to show how profit-

ability might vary with asset availability,
since a higher a availability should result in

Asset acquisition appraisals concen-
trate on the earning capacity of the invest-
ment in terms of the return on capital in-
vested or the period required to recover
the capital outlay. This emphasis is justi-
tied. But determination of earning capac-
ity is a function not only of the investment,
but also of the vtilisation obtained and the
cost of maintaing the asset. All too fre-
quently the reliability and availability ofa
physical asset are regarded as constants.

1:3 Optimising life cycle costs.

To optimise life cycle costs for a capital

asset it is necessary to do the following.

(a) Asses what capacity or quantity of
capital asset are required, and their
cost.

(b) Quantity the other life cycle cost in
addition to purchase cost, for each
option.

(c) Optimise the trade — off between ac-
quisitibn costs. Commissioning costs,
operating costs, maintenance costs,
disposal cost and so on over the eco-
nomic lives of each asset option.

1.4 Life cycle costing and management
confrol.

Once life cycle costing has been used
for capital investment appraisal, the aim of
life—cycle. Management should then switch

higher output and sales.
Rs
Cost/
RevemLe
: Asset availability %
1 Qﬁml:Sl.D =

2~ 2002



to control, that is monitoring actual life cycle
cost and comparing them with the expected
costs.

These expected cost may be allocated
to specific stages in the product evolves
through its life cycle and through each stage
of its development or use, cost figures
should be gathered for what the various
costs of the product are and these should
be compared with the expected costs
where there is excess spending over the
expected level, the variance should be re-
ported, and corrective action should be
taken where appropriate. |

Control action might consist of ac-
tion to reduce costs of the existing asset,
but it will also include the following types
of action.

(a) Action to improve the design or speci-
fications for future capital purchase
(b) Action so improve the life cycle cost-
ing techniques that are being used, so
that future capital asset purchase de-
cision will better. :
Management accounts have the role
of putting money values to physical assets
and operations. They should be able to

provide life—cycle cost information but in
practice they often don’t and can’t “finan-
cial and costing concepts and practices are
not necessarily geared to generating life

. cyclecosting information for optimising the

costs of asset ownership management ac-
countancy reports relate to a financial year
or lesser period of time rather than to the
variable length of an asset life cycle.
X Ltd is a mechanical engineering com-
pany specialising in the manufacture of
brass values using general purpose lathes
X Ltd’s. Cost of money is 12/=

A number of lathes have reached
the end of their useful lives and X Ltd’s
managing Director has asked you to ad-
vise on replacement strategy after giving

- youthe following information.

Itmay be that we will still be mak-
ing brass value in: 20 years time. However
it forecast that our markets will adopt new
technology in five to ten years time at which
point our production facility would abruptly
becomes redundant.

The costs associated with the purchase
and maintenance of two alternative mod-
els of lathes are as follows.
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Useful life PurchascPrice Maintenance
Cost per year

Year | -5 6-10 11-15
Model A 15yrs 60000 2000 2800 3900
Model B 10yrs 45000 3100 5300 =

_ The resedual value of a lathe drops by one third of its purchase price during the first

’ year of its ownership and there after declines by 4% of purchase price (model A) and 6% of
purchase price (model B) per year new model B lathes can be rented on tue following terms.
Annual rentals (including maintenance costs) paid in advance of 10200(first year) 10250(sub-
sequent four years) and 10995(final five year). The lathes are returned to the hire at the end of
ten years.
b) The rental may be terminated at any tinre on paymest of a penalty thus would be 10000

decking by 10/- per year with each year of the rental agreement completed.

Required. e

a) Advise which of the options (purchase A, purchase B, rent B) is to continue for at
least 20 years advise which of the options 10 most economic assuming that value
production is to continue for only five years.

b) Draw adiagram in order to iliustrate fully the sensitivity of the three options the
time at which value production Ceases between years and 10 in particular the
diagram should show the number of years productians' requested in order to
make buying and renting a model B lathe equally viable.

- Solutions. :
- a) Ifvalue production continues for 20 years.
purchase A :

year cashflowRs Discount factor 12%  present value Rs
0 60 000 1.000 60 000
1-5 2000 3.605 L |72l
6-10 2 800 2.045 5726
11-15 3900 1.161 4528
| (6 400)w, 0.183 (1171)
' 76293

Equivaleost annual cost (:- 6.811, the cumulative discount factor at 12% for 15 years)




purchase B :

~ year cashflowRs Discount factor 12%  present value Rs
-0 45 000 1.000 45000

1-5 3100 3.605 11176

6-10 5300 2.045 - 10839

10 (5 700)w, 0, 322 v (1895)

65180

Equivaleost annual cost (:- 5650, the cumulative discount factor at 12% for 10 years)

Rent B(00,) - :

year cashflowRs Discount factor 12%  present value Rs
0 10 200 1.000 10200

1-4 10 250 3.037 31129

5-9 10 995 2.291 25190

Equivaleost annual cost (:- 5.650, the cumulative discount factor at 12% for 10 years)

+ If value production is to continue for at least 20 yezu"s‘ then model A should be purchased,

since this results in the lowest equivalent annual cost.

Workings.

1.

Residual value of model A :

Rs 60 000 - ( 1/3 x Rs 60 000) — ( 14 x 0.04 x Rs 60 000) = Rs 6 400
Residual value of model B

Rs 45 000 —( 1/3xRs 45 000) - (9x0.06xRs 45000) =Rs 5 700

The rentals are paid in advance and therefore the first rental is at the beginning of

‘yearl,i~e year 0, and so on. The lathes are returned at the end of ten years, therefore

the net present value must be dividend by the commutative factor for ten years to
derive the EAC. '
If value production continues for only five years

purchase A :

year cashflowRs Discount factor 12%  present value Rs
0 60 000 - 1.000 ‘ 60 000
1-5 2 000 3.605 7210
3 (30400)w,  0.567 (17237)
Npv 49973
2002
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year cashflowRs Discount factor 12%  present value Rs

0 45 000 1.000 : 45 000
1-5 3100 3.605 - 11176
5 (19 200) (wy) 0.567 " (10 856)
Npv 45290

RentB: .
year cashflowRs Discount factor 12%  present value Rs
0 10 200 1.000 10 200
1-4 10250 3.037 31129
5 5000 (wy) 0. 567 _ . 2835

Npv 44 164 ,

Since each options has the same time horizen the Npvs can be compared directly value
production continues so only five tears then model B should be rented.
Workings. '
4. Residual value of model A :
Rs 60 000 —(1/3 x Rs 60 000) - ) 4 x 0.04 x Rs 60 000) =Rs 30 400
5. Residual valuesofmodel B: ' _
' Rs 45 000 —(1/3 x Rs 45 000) — (4 x 0.06 x Rs 45 000) = Rs 19200
6. Penalty payment =Rs 10 000 —(5 xRs 1000) =Rs 5000
b) Ifproduction continues for only ten years.
year cashflowRs Discountfactor 12% present value Rs

PurchaseA 0 . 60 000 (from,a)
1-5 72°110 (from,a)
6-10 5726 (from,a)
10 (15 400) (w,) 0.322 (5 925) (from,a)
i Npv. 67011
Purchase B y : Npv 65 180 (from,a)
RentB

’ Npv 66519 (from,a)
Working.
7. Residual value of model A
Rs 60 000 —(1/3 x Rs 6 000) - (9 x 0.04) x Rs 60 000) = 18 400
_ If production continues for only seven years.
' year cashflowRs Discount factor 12%  present value Rs

PurchaseA 0 60 000
| =5 " 7210
6-7 2800 0.959 2685

7 (25600)(w,) 0.452 L11571)
' Npv 58324
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45 000
11176
5300 0.959 5083
* (13800) (w,) 0.452 (6 238)
'. Npv 55021

Purchase B

10 200
~4 | . 31129

6 10995 1.074 11 809
(3000) (w,)) 0.452 1356
Npv 54494

Rent B

Workings.
8. Residual valueofmodel

A =Rs 60 000 —(1/3 x Rs 60 000) - (6 x 0.04) x Rs 60 000) =Rs 25 600
9. 9.Residual value of model =~

B =Rs 45000 —(1/3 x Rs 45 000) - (6 x 0.06) x Rs 45 000) =Rs 13 800
10. 10. Penalty payment= Rs 10 000 — (7 x Rs 1 0600) =Rs 3 000

Sensitivity of the three options to the time at which production ceases.
Is required in order to make buying and renting model B equally viable.

Conclusion.

Life cycle costing says about the physical. Asset, maintenance and its optlmlsatlons
Life cycle costing are related with management control life cycle costing is Explaried based
on many methods of costing techniques products life cycle customer life cycle and service
and project life cycle is not menhoned as deeply in this article. Life cycle costing is ex-
plained with an Example.
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S Le)Lb afll(p 1o L&) et meuf & e

@euRauTmaupm  Wsioishasd (Wpaeuflenuil .
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1. Ms-outlook

2. Outlook Express
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7. var el (E — Commerce)
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Q@miesti® [HIed eutIBeITD  HbHwneles

Qeuerlwnenr  gyialleo / UIpGomd  pHred

egeipned www.fabmart.com oid6g
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Introduction ,

As mentioned in the previous chap-
ters services are one from of pmdxicls
could be either tangible or intangible. Ser-
vices are the intangible components of
products. Increasingly customers are de-
manding amixture of both goods and ser-
vices. A BMW car might sound a tangible
product, but consider the after sales ser-
vices and other service ingredients that
makes up the product? Customers today
are more concerned about the marketers
" offer to them.

The service industry has gathered
momentum since of late. With the increas-
ing demand from customers for a better
service, organizations have gone that ex-
{ra mile to satisfy the customers by prac-
ticing concepts such as customer care and
customer relationship management. A
further catalyst is the grow(h of the service
such as leasing, travel, information tech-
nology etc. life style changes have also
accelerated the growth in the service in-
dustries. Today traveling overseas is no
. more a luxury. Which mc—:ansilmt market-
ers have to cater to the 1
dation and even entertainment of the in-
ternational traveler. Since families have

, ACCOIMMo-

now a higher disposable income than a
decade ago, they are demanding services
such as entertainment. Today customets

are increasingly demanding janitorial ser-

vices at their homes, a service that was

once confined to the business environ-
ments.

A service can be defined as an intan-
gible product involving a deed, a perfor-
mance, or an effort that cannot be physi-
cally possessed. Services are fundamen-
tally classified info two sectors. They are,

a. Customer Services
b. Business Services

Cuslomer services could be defined
as services rendered unto the end user. This
will include services like preparation of tax
files, medical consultation, house cleaning
and maintenance etc. Where as industrial
services or business services are service
provided to organizations. Installations,
leasing, marketing research and advertis-
ing are some of the services demanded by
the business sector of the market. There
are three main reason for the growth in the
business two business service. They are
a. Specialization - the relegation of non-

organizational task such as leasing, ad-

vertising to external agencies.

b. Technology —as most organizations
are beginning to embrace information
technology, the demand for web de-
signers, system engineers have in-
creased in the recent past.

¢. Flexibility —customers are demanding
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that organizations should be more flex-
ible. Firms are now catering to the
pressures of the customers by provid-
ing a better service that never. Banks
such as Seylan are practicing Satur-
day banking and extended hours to
cater to such needs and wants of the
customer. |

Characteristics of a Service

The problems in services are that they
are different from the other forms of prod-
ucts. First of all lets understand the char-
acteristics of a service. Services such as
banking, medical examination, legal con-
sultations etc. have the following charac-
teristics. ‘

a. Intangibility
b. Inseparability
c. Perishability
d. Heterogeneity

Intangibility means that a service can-
not be touched, felt or smelt. Thus ser-

vices cannot be stored for future consump-

tion nor it cannot be protected by patent.
Inseparability means that the service

Category

1. Type of markets
Consumer
Industrial

2. Degree of Labour Intensiveness

High Labour intensiveness
Low Labour intensiveness

provider and the service taker should be
at the same location for the service to take
its effect. Thus centralized mass produc-
tion like goods is impossible in a service,
which has to be then tailor made to indi-

vidual preferences.

Perishability would mean that the rate
of consumption would be instant. The ser-
vice provided cannot be reversed and can-
not be piled up.

Heterogeneity would mean that a ser-
vice couldn’t be standardized or quality
assured.

Service Categories.

Service are diverse group of products.
Many organizations provide more than one
type of service Lo the customer. Service
can be analyzed based on the five category

classification scheme. The five categories
are

a. Typeofmarket

b. Degree of labour intensiveness.
c. The degree of custon:er contact.
d. Theskill of service provided

e. The goal of the service provider

Example

Day Care center, the Service of a Barber
Consulting, Installations, After Sales Service.

Education, Repairs.
Public transport, Tele communications
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3. The degree of customer interface
High
Low

4. Theskill of service provided
High
Low

- Gbal of the service provider
Profit
Non — Profit

The Extended Marketing Mix for a
- Service Organization

The standard marketing mix for goods
is the traditional 4 P’s. They are (he prod-
uct, price, place, and promotions. In ser-
vice marketing we have to learn extra 4
P’s. This is known as the extended mat-
keting mix or the service mix of market-

ing.

: They are
a. People

Process

b
c. Physical evidence
d. Period.

People

People are the primary reason for a
service to exist. Because of this reason a
service becomes intangible and insepa-
rable. The manner in which a customer

Health care, Hotels
Postal Service, home deliveries.

Legal advice, medical examination
Domestic Service.

Financial service
Governinents, Police Force

perceives a service as excellent depends
upon the individual who is actually pro-
viding the service at the point of contact.
Often the extent to which the customer is
happy or delighted with the service will
depend up tie attitude, skills and the ap-
pearance of the service provider. In fact,
most often customers will purchase a ser-
vice primarily because of the people that
they deal with. That is the reason why we
prefer to consult our preferred doctor
when we are not feeling well or go to the
same barber for our haircut.

Physical Evidence

~ This term relates to those factors that
can help the service provider to service
the customer and shape his perceptions
and image ofthe service. Imagine yourself
walking into a five star hotel to have your
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meals. Now imaging you are walking to a
small wayside boutique to have your meals.
Is there a difference? Yes of course. The
difference is the environment of the five
star hotels is very much different {from the
wayside boutique. This is the physical evi-
dence or they physical environment. This
is the reason why in certain organization
you have a television set or there are a
couple of magazines at the lobby area. This
is done with the intention ofkeeping the
customer occupied and not wonders
around. Most companies have the walls
painted with their corporate colours and
have matching furniture to keep in line with
their corporate image. HSBC’s physical
environment is red and white in colour to
keep inline with the corporate image.

Process .
This is the service mix that caters to
the manner in which the service is deliv-
ered. The system of delivery becomes an
important factor in service marketing. Ina
bank it would mean how has a customer
proceed to encash a cheque. Shoulid the
customer wait in a long queue? Should he
fill a number of paners or forms? Thus we
see most state banks, such as the Péoples
bank have become automated in order to
service the customer at a faster speed. The
- more the paper work the less attraclive is
the service to the customer. A number of
factors are included in this element of ser-

-vice. In includes the system of ordering,

order processing, process of dealing with
customer complaints, parking and book-
ing facilities etc.

Period

Not many textbooks speak of this ser-
vice mix. But its relevance is vital for a ser-
vice to be successful. Period refers to the
time taken by the organizations to service
the customer. A longer duration will indi-
cate that the firm is ine[ficient or nor both-
ered about the customer. In this competi-
tive business world organizations are em-

bracing the information technology to pro-

vide solution to expedite the time taken to
service the client. No customer would like
to wait in a queue in the bank to get his
cash deposited. The longer the waiting
period for the customer to satisfy his need,
the greater ilic chances are that he would
be angry or dissatisfied customer is high.

The Marketing Mix and Service

The marketing mix has direct influence
onthe service mix. The following text will
explain as to how to incorporate the mar-

keting mix n the service.

The Product and Service

As i the case of product, tools such
as product life cycle and the new product
development process will apply to a ser-
vice in ils entirety. But unlike the product
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mix the service mix will be more concemed
of making decisions of
a. The type and ranges of services 1o
. deliver i

b. The attributes of the service
c. Warranties, after sales elc.

However it should be noted that-the
adoption rate for a service would not be
the same as in a service. Further in the new
product development process, ideas for
new services takes on a particular signifi-
cance and can be extremely difficult to
generate.

The Pricing and Service

Here again the basic price methods will
« apply when pricing a service. Unlike prod-
ucts there would not be any physical at-
tributes to base the price upon, instead the
service provider should ensure to deliver
an effective service to the customer. In the
customer my, the pricing will be perceived
on the service standard the customer to
receives. Since services are perishable, the
demand should match the supply.

Place and Service

Due to services been perishable, it
cannot be stored. Thus neither physical
distribution nor intermediaries would be
" needed in service marketing. However
there are certain intermediaries such as fi-
nancial service agents, travel agents who

acts on behalf of the principal are increas-
ing in the service industry.

Promotions and Service

Ouce again the intangibility of the ser-
vices raises a special consideration in ser-
vice marketing. Unlike a product, the mar-
keter should stress upon the benefits rather
than the features of the service. American
Express credit cards promotes the benefit
of it been delivered within one day no
matter which part of the world you may
be in, if your card is stolen or lost.

In service marketing personal
selling plays a vital role. Medical repre-
sentative promote the features of new
pharmaceutical product, whilst travel
agents also conduct personal selling,
marketing their tours and travel.

V. Vijeyendran
Final Year
Commerce
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1. INTRODUCTION.
- There should be atleast a sound phi-
losophy in every planned activity. The re-
sult of such an activity, whether good or
bad depends on the philosophy. In this
manner all organization, whether business
or non—profit have been following some
philosophies for their planned marketing
activities. Each of these philosophies has
been built up on the foundation of certain
beliefs. The cuntribution of marketing to
an organization, its customers and the so-
ciety at large are actually the results of these
beliefs. the purpose of this article is to ex-
plain the basic beliefs of the marketing
philosophies. Five such philosophies were
identified by Philip Kotler. They are,
a. Production concept.

- b.  Product concept.
c. Selling concept.
d. Marketing concept
e.

Societal marketing concept.

2. Production concept.
Productionmeanscreating utility value with
time, on the foundation oftwo basic main beliefs.
They are,
i. Consumers will favour those
products that are widely avail-
able.

ii. Consumers will favour those
products that are low in cost.

2.1 Widely available products.

If the products have to be widely
available a company must produce them
in large quantities. Then it miust taken all
necessary actions to distribute them
widely. To produce a product in large
quahtity there must be an excess demand, -
which means demand exceeds the supply.
Otherwise the company will incur a loss
because of finding Il difficult to sell the ex-
cess products.

2.2 Low in cosf.

This beliefhias a sound link with the
above mentioned one. To achieve low cost
a company must produce in large quantity
in more efficient way then its competitdré.
In the mass productlon system companies
produce large quantities which give way
to low unit cost because of dividing the
overheads among many products.

2.3 Applicability.

There are siluation in every country
demands exceeds supply atleast for few
products. Therefore some companies pro-

- duce in large quantities using mass produc-
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tion system. In the past sonie companies
incurred a great loss because they didn’t
consider the demand for their products.

An important aspect of mass produc-
tion technology was the low unit cost. To
achieve low unit cost a company must fol-
low an efficient way of production. There
. areatleast two main ways of increasing ef-
ficiency. One is economy and the other is
managerial. Efficiency is core aspects of
management. Since Taylor’s managenient
thinkers have been considering in improv-
ing efficiency. They have been considering
to produce more using time and motion
study with some given inputs. But the eco-
nomics theory means efficiency as change
in technology with increase of inputs. Fur-
ther, some service organizations also use
this concept such as medical, dental and
some govermnment agencies.

" 3. Product concept.

A product may be anything that can
be offered to satisfy a need or want. Prod-
uct includes product, services places, ac-
tivities, organization and ideas. There are
two basic beliefs behind the product con-
cept of marketing philosophy.

i. Consumers will favour those prod-
ucts that offer the most quality, pet-
formance or innovative features.

1. Managers focus their energy on mak-
ing superior products and improv-
ing them overtime.

3.1 Quality products

In eatlier days there was no big com-
panies. There were few people who knew
the art of production through their gen-
erations or their employers. They spent
many days to finish a product. They were
popular because of their fine artistic work.
As they produced in small amounts they
highly maintained the quality of their prod-
uct. But under the mass production sys-
tem companies could not maintain the
quality. The plus point of this belief is that
customers will always prefer quality prod-
ucts.

3.2 Superior product.

Competition became intensified among
companies. There are many varieties of
products so a customer must choice for a
particular need. Therefore to attract the
customers than that of its rival. As a result
of this comipetition, customers can get high
quality product and the society can get
highest belief through the effective use of
their tesources.

3.3 Applicability.

This marketing concept evolved dur-
ing the time of guild system of produc-
tion. Even in present time this concept is
highly applicable in the case of excellent
artists, musians ticket for a company in
an industry.

" afplab -
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4. Selling concept. ,
When a man produces anything in ex-
- cess of his need he has to sell it. If he finds
it difficult to sell those products. he starts
to persuade, advertise and so on. Selling
concept also has two basic beliefs.
They are,
i. Consumer, if left alone, will not ordi-
~ narily any enough of the
organization’s products.
il. The organization must therefore un-
dertaken an aggressive selling and
promotion effort.

‘4.1 Not buying enough product. |
. Consumers have needs and wants.
" Sometimes they do not know what their
needs are. Companies can create new
wants by innovating new products. There-
fore an excess supply of products in the
markets. As a result of this companies
realises that consumers, if left alone will not
~ ordinarily buy enough of the company;s
products. For some products such as in-
surance, encyclopedias and fimeral plots are
reluctant to buy enough.

4.2 Organizations aggressive selling
and promotion effort. ‘

The meaning of aggression is attract the
other personal territory. So this will annoy
~ psychological means to intrude consumer’s
mind. Competition, innovation, newtech-
nology, changing taste all these things re-

sults in gluttering of products in the mar-
kets. Therefore there is no way except ag-
gressive selling and promotion effort.

4.3 Applicability.

Through this concept people become
to know some of their hidden needs and
the availability of new products by selling

. and promotion. Different produce also will

be needed till the differences of wants ex-
ist among consumers. Therefore in the
complex business world this marketing
concept will be applicable in many in-
stances. The selling and concept is also
practiced in the nonprofit area by fund rais-
ers, college adnyissions officers and politi-
cal parties. A polilical party spend more
money on advertisement to get votes.

5. Marketing concept.
Business mmeans creating custom-
ers. Creating custoiners means satisfying

“their'needs at an affordable price which

they can pay. Therefcre customers needs,
wants, demands are the corner stones of
marketing. The above three concepts pro-
duction, product, selling have their own
limitation in applicability due to not con-
sider the corner stones of marketing. -
Therefore the marketing concept chal-
lenges the above three philosophies. The
basic beliefs of marketing concepts are,

i. Determining the needs wants of tar-

get market.
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il. Determining the desired satisfaction
more effectively and efliciently than
competition.

5.1 Determining needs and wants.

Actually understanding the customers
needs and wants are not always a simple
task. Management can’t know what are the
customers needs and wants without re-
* searching them. In general, company can
respond to customers requests by giving
customers what they want or what they
need. To determine the need and wants the
company must meet to customers real
needs rather than any competitors.

5.2 Determining desired satisfaction

Determining desired satisfaction of
target customers is very hard. Basically a
company’s sales each period come from
two groups. They are,

New customers.

Repeat customers.

Italways cosis more to attract new cus-
tomers than to retain current customers. There-
fore, custonier retention is more critical than
attraction. The key to customer retention is
determine the customer satisfaction.

5.3 Applicability.

In today world market many compa-
nies focus on customer needs and satis-
faction. One Japaness Lexus executive

told that, “My company’s aim goes be-
yond satisfying the customer, our aim is to
delight the customer”. Further some com-
panies are getting a measure of customer
satisfaction.

For example : Apple computer,
Procter and Gamble.

6. Societal marketing concept.

The ideas of business and marketing
themselves are not curse to the society.
But they ways the people use them turn
into curse also. As a result of this curse
there are voices against business and mar-
keting. Therefore business have to con-
sider not only on their own profit but also
the welfare of the society, when conduct-
ing their activities. The basic beliefs of the
societal marketing concept are,

i. Todetermine the needs, wants and
interest of the target market.

ii. To determine the desired satisfaction
‘more effectively than competitors.

iii. To preserve and enhance the con-
sumers’ and the society’s well — be-
ing.

The first two beliefs are the same as in
the marketing concept but the third is the
important to addition of this concept.

6.1 Preserving and enhancing the con-
sumers’ and the society well being.
In recent years age of environment
deteriotation., resource shortage, explo-
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sive population growth, world hunger and

poverty and neglected social services had

increased. Now the companies are begin-
ning to factor in society’s interests m their
decision making.

So the companies must efficiency pre-
serve had enhance the consumers’ and the
society’s well — being to achieved notable
sales and profit gains through adopting this
concept.

6.2 Applicability. ;
Societal marketing concept must be
applied in all countries. But many coun-
tries not consider this. In recent years en-
vironmental population, water population
also increased. Although some companies

can gﬁide organization in carrying out their
task. The basic beliefs behind the market-
ing concepts were evolved in different times
during the course of the development of
marketing,

Each marketing philosophy, con-

“tains certain basic beliefs has been em-

considers the social and environment wel-

fare.
Forexample : One of the UK’s most

ployed by the markers in different situa-
tions and in different level. So the market-
ing philosophies should enable an organi-
zation to use its resources to anticipate and
meet market needs and to survive by de-
veloping a sustainable competitive edge its
rivals.
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INTRODUCTION

People play fundamental roles in
establishing and sustaining a firm'’s success.
. The “Human element” must be considered
in making almost every type of the opera-
tions management decision well designed
jobs increase productivity, product qual-
ity and job design and other elements of
the operations system, establishes the em-
ployees’ work activities. The time required
to perform different work activities is im-
portant for several reasons. Indicate the
reasons

Work measurement techniques
are intended to reveal the work content of
ajob. Inorder that diﬂeient_ tasks may con-
+ tent of a job. Inorder that different tasks
may be compared, the work content is al-
ways measured in the same units, those of
time. frequently it is assumed that the prin-
cipal use of work measurement data is in
establishing the basis for financial incen-
tive schemes. There are, infect, many other
uses for work measurement data.

This article presents an over view
of many of'the more common methods that
organizations use to estimate the times re-
quired to perform jobs.

2. DEFINITION.

. Work measurement techniques
are used to establish a time standard for a
qualified worker to perform a specific job
at a defined level of performance with the
necessary tools in a normal job environ-
ment..

Method study alone is not sufficient
for developing new or improved ways of
doing a task or job; a firm must know how
lbng it will take to do the job. This is impor-
tant for a number of reasons, among the
most common of which are the deciding
what resources will be required to meet
specific capacity levels, deciding how much
to pay people, assessing how much to
charg'e.customers and choosing among al-
ternative ways of doing a job.

Work measurement is carried out

" in order to set standards for measurement

is carried measuring three things.

i  The quantity of work produced by a
group or person (output)

i The Quality of work produced (num-

ber of errors in relation to out put)

The time spent on work produced

Bi
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3. USE OF WORK MEASURE- study and keeping counts and
MENT OR OBJECTICVES OF - records.
WORK MEASUREMENT.

The setting of standards and record- Work measurernent is widely used
ing of actual results for evaluation should riot in manufacturing operations where the
be made in a vacuum : how ever interesting work or atleast some parts of the work
the resulting may be, it will not be worth its are repetitive. Fewer service operations
cost in time, effort and money if itisnot ap- use of work measurement. Slowness in
plied for the benefit of the organisation. Mea- -making use of work measurement in ser-
surement must have specific (useful) cbjec- vice setting has been attributed to several
tves. characteristics, generally related to the fact
i Comparing resuits from a present sys- that the worl is typically imore variable and

term with an intended altemative. much of it is mental. it is difficult to count
i Finding out why costs are rising or mental work or to performance — rate it.
productivity falling f ~ Many early methods of work mea-
it Identifying errors and their over all ef- suremnent in manuihicturing involved detes-
fects mining. The time needed to perform small
v Indentifying bottle necks and idle time elements of a task. When a tangible pro-
v. Evaluating the worth of a particular cess is beii g observed, it is oflen easicr to
‘employee or post (for wage setting) determiue vzt elements are invelved and

necessary.

4. WHERE WORK MEASURE In many services it is more difficult

MENT CAN BE APPLIED o measure the quantity and quality of out-
Mauny jobs uiofiices and factories can put. Consequently, new approaches to
be studied and ineasured. There are work measurement are being applied {
three generai criteria for measurable non manufacturing activities. The trend in
jobs: work measurement is toward macro mea-
(1) The work shouid be identifiable in surement, or measurement of larger ele-
terms of the number of units a per- ments olthe job. These techniques can be
son performed. used to measure direct or indivect work-
- (2) The work should be performed in ers if the conditions mentioned above are
a reasonably consistent manner. met. In many Instaiice, acomputer is em-
(3) There should be a sullicient volume ployed.
—__ofthe work to justify performing a
2002 - 15- similob



5. METHODS USED IN SETTING

STANDARDS

Several methods of work measuremient
are used to set time standards. Standards
can be set up by stop watch time study,
standard data, predetermined motion times,
historical records, work sampling, and em-
ployee selftiming.

5.1 TIME STUDY
During the time Study, a stop waich
or other device is used to determine the
exact time required to complete a specitic
set of tasks. The resultant time is adjusted
for fatigue and other allowances and then
becomes a time standard. It is usually con-
sists of six steps, as follows.
(a) The job is broken down 1 to a

number of separate elements and

a description of each element is

recorded on the time study sheet
Each element is timed and re-
corded on the study sheet a num-
ber of times.
The performance of each element
is rated — this is the study
engineer’s assessment of the speed
and effectiveness of the operaior
in carrying out that particular ele-
ment.

{d) The times are translated in to ba-

5.2 STANDARED DATA

Several jobs in a company may con-
tain the same work slenient. It is not nec-
essary to tinie these work elements in ev-
ery job if a reasonable standard already
has been determined from one or more
previously studied jobs. A company can
maintain a database of work element
duration’s obtained through previous time
studied conducted at its facilities, that is,
standard data. If the (1

the elements of a new job are available in

mes required for all

stardard data, they can be mtaled to ar-
rive at tiie normal time for the job.

5.3 PREDETERMINED MOTION
TIME SYSTEMS (PMTS)

The scheme of synthetic times is built
up by individual fin

cumstances of e

been built uy

eral companic

r-—o
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volve measurement of ven
1

f:'.(‘l.'?l{.‘!.);(i‘u;’.,’]":'I:‘.En‘:l' hatil mo! .”Zf%‘;aii':ixms;

common application 18 in ligh repetitive and

complex operations involving large numbers

of operators. Obvicusly

11§ 18 mMore ap-

propria ¢ manual work than

for clerical tasks a activity,

IEIT 15 oL g

or Lack u?'iii} f-iov-;z:nc:‘ vou may be con-

sulted on iix;: t-.a:zpic of work measurement

sictime by production stafl, sc it will do yotino harm
Basic = observed time x observed rating to be aware of it.
standard | mtmg ( ie 100] }
aypi” otk 98 - 2002



54 HISTORICAL RECORDS

Standards are some times developed
by counting the out put ofa department,
person, or work center over some time
during which a consistent type of work is
being performed, then dividing the out put
by the number of worker — hours ex-
pended. The method s simple, but it tends
to be, Less accurate than most other meth-
ads because it disregards adjustiments for
the wotler’s paco and for delays. That is,
it 15 assumed that the level of diligence while
records were collected was satisfactory.

The accuracy of standards set by this
method can be improved by conducting work
samipling while historical data are being col-
lected so that the work pace and percentage
of time lost to delays can be estimated. The
data can then be adjusted for delays or an
abnormal work pace.

5.5 WORK SAMPLING / ACTIVITY
SAMPLING APPROACH.

Work sampling involves the use of
random samples to determine the propor-
tion of total time spent on specified activi-
ties.

5.5.1 STEPS IN ACTIVITY SAM-
PLING.
(1) Examination of the process to be
sampled.
{a) Consuitation with operators
(b) Identification of activities

(2) Preminary study

(a) Random observations

(b) Design of performa for data col-

lection

(¢) Confirmatlon ¢factivities

(d) Establishment of number of obser-

vations in full study for desired ac-
curacy.
(3) Fullstudy

(a) Random observations uvet a rep-

reseitative period

(b) Calculation of per-zeninge

occuraince of activities.

(¢) Calculation of per—centage occur-

rences.
To determine the number of ob-
servation in the full study using the
following formula.
N =4P (100 - P)
LZ
Here N =Number of observa-
tions ’
P = Percentage occut-
rence of desired activity
L = Required percentage
accuracy.

Suppose the preliminary study indicated
that 35% ofthe time is spent is felt that an
accuracy of 2% is desirable. Then the for-
mulaimplies. N = 4x35x(100-35)

2R &
= 2275 observations

The technique of activity sampling, al-
though quite simple, is very powerful. It
can be used in a variety of ways, in a vari-
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ety of environments both manufacturing
and manufacturing, '

5.6 SYNTHETIC TIMING

With in an organization same ele-
ments ofwork will recur, even if the actual
by adding together the times for these ele-
ments. The procedure for building up and
using standard data is as follows.

(a) Completed time studies of the
component element in a job are
classified and filed. :
These are examined (some times
~months, or even years later) to
identify the common features.
When a sufficient number of ele-
menis are available it is possible
to make tables of the times and to
reduce the figures to simple charts
or algebraic expressions in some
cases. : _ .

A specialist can now divide the
total work into operations and
each operation into elements. To
get the total work content of the
job he will consult the tableg or
data the values will be entered on

a “breakdown” sheet.

' 5.7 ANALYTICAL ESTIMATING
Analytical estimating is a fall back tech-
nique for use when adequiafe data do not
exist to permil either synthetictiiming or the
use of PM'T'S, Tihe techiminue relies on esti-
mating frony expericncednd compatison

with other jobs. It is only used if approxi-
mation is acceptable.

6. CONCLUSION

Among the work measurement tech-
niques presented, which appear most suit-
able for “WHITE COLLAR WORK-
ERS” Since white collar jobs are typically
labour intensive and minimally automated,
the same measurement techniques em-
ployed in the service sector would seen
appropriate. We suggest a combination of
historical data and work sampling. When
predetérmined time study can be used on
more routine white collar jobs it can be a

~ useful approach too.
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1.0 INTRODUCTION.

Leadership may be defined in
terms of totality of function Performed by

executive as individuals and as a group.

_ Leader ship {s ability to pel'étlade
others to which seek defined objectives
enthusistically. It is the human factor which

binds a group together and motivates them

towards goals. “Thees” Leadership isthe
process of influencing the activities of an
individual or group for goal achivement in
a given situation. Leadership process Con-
sist three factors. Leader the follower and
other Variable.

The leadership has certain basic
charaeteri stics. These are as follows.

1. Leadership is basically personal qual-
ity. This quality motivates the individual
to be with leaders.

2. Leaderexercising his leadership, tries
to influence the behaviour of individu-
als around him to fulfil certain deter-
mined objectives.

3. Leadertries to influence the individual
to behave in a particular manner.

4. Thereisarelationship between leader
and individuals followers which arises
out of individuals followers which arises
out of funciicning for acommon goal.

5. Leadership is a continious process of
influencing behaviour.

6. Leadershipis exercisedinaparticular

situation.

1.1 Difference between leadership and
manager ship. The situation vari-
able also affect the effectiveness
ofleadership.

The illusion of equating managing’
with leading is not only wrong, It is also be
mis leading leadership is different from

- manager ship. They are not synonymous.

Leadership entails influencing activities of
group in pr her to accomplish certain goals
in consist the behaviour of both leader and

- followers. In rnanagerial leaders. One per-

son excerts social ihfluence our member
ofa group.

Leadership is “ability to get people
to do what you waiit them to do because
they want do it” This statement also has
motivational aspects referring to the ways
and methods of gelling people to want to

~do what ever is to be done the implication

for the technology manager is that you are
manage things but you can only lead
people.

Leadership, then, is simply a mana-
gerial style, managlng is much broader then
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leading leadership part of the manager ship.
A manager has to perform all five function
management planning organizing, staffing,
directing, controlling, leadership function
come under derecting, through which be-
havior is directed to get maximum use of
ability of subordinates.

Leadership has been seen in organi-
zation un organization to achiving own goal
and others goal but managership only has
been seen in organization.

Remember that not all managers are
leader and not all leaders are managers.

MANAGERS

Manager is a personal who man-
aging organization in other ward manager
the term manager is person who get thing
done through other people he is working
under the organized institution.

ROLE DIFFERENT BETWEEN

MANAGER AND LEADER.

I. Seek to solve problem. But Seek to in-
fluence the action and thoughts of other
people. '

II. Their energies are directed towards
goals resource organization strues. But
Their energies and directed to warts
getting people to do when they want
because they want to do it.

III. Tend to adopt in personal attitudes to
wards. But Organizational goals,
managirial goals offten arise from ne-
cessities. Tend to adopt personal ac-
tive actitudes.

Organizational goals the influence the di-
rection a company takes through chang-
ing the way people thing about what is
disirable possible and necessary.

IV. Essective management takes superior
administrative analystical and inter per-
sonal skills. But Effective leadership
takes superior conceptual skills. Vision
and a keen commitment to certain mis-
sions and a set of beliefs.

V. A concem for power is essential to goals
management. But Influencing people
with out having to use power is the key
to leader effectiveness.

QUALITIES OF LEADERS.
. Ifaleader should be success full
leader who must have following qualities.
1. Emotional stability a leader stood have
high-level of emotional stability he
should be free from bias, is consistent
in action and well and (refrain) avails
from anger he has no anti social atti-
tudes. He is self confident any belives
that he can meet must situation suc-
cessfuﬂy.

2. Human Relation a successful leader
should have adequate knowledge of
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human rations that is how he should
deal with human beings. He should
have intimate knowledge of people and
their relationship to each other.

LEADERS

| ;
Autocratic

FHJP STYLE
}

—
Participative Free —rein

.Leadership Leadership Leader ship

I\
I

Strictautocrat

o ey
Henevolent IncomPelent

Autocrat Autocrat
Autocratic Leader ship.

This is also known as authoritation
directive or namsthelic style. In authocratic
leadership style. A manager centralises
Lecision—making power in himself. There
are three categories of autocratic leader-
ship.

. Strict Autocrai.

He follows Autocraice styles in a very
strict sense. His methort of influencing
subordinate’s. He haviour is through nega-
tive motivation. That is by criticizing sub-
ordinates imposing penalty. Benevolent
Autocrat.

He also centralizes Lecition mak-
ing power in him. But his motivation style
is positive. He can be effective in getting
efficiency in many situations.

In competent Autocrat.
Some times superiors adopt Autocratic

leadership style test to hide their in compe-

tency. Because in other styles they may be
exposed before their subordinates. How-
ever this cannot be uses fora long time.

3. Social skills a successful leader has so-
cial skill. He understands people and
knows their strengths and weaknesses.

4. Communicative skills a successful
leader knows how to communicate
effectively. Communication has-great
force in getting the acceptance from
the receivers of communication.

5. Technical skills.

6. Objectivity —objectivity implies that
what a leader does should boset on
relevant facts any information. He must
assess these without bias or presudies.

7. Empathy

8. Motivatily skills.

9. Intelligence.

10. Moral sensitivities.

11. Imagination originality.

12. Restraint.

13. Drive and letermination.

14. Responsibility

15. Selfreliance

16. Dynamic physical characteristics.

17. Improbability.

18. Social responsiveness.
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CATEGORIES OF LEADERS

There are many categories of lead-

ers have been sean in the warts. They con-

' cern with social organization administra-

tion and house administration.

1.

2.
3.
4

LA

The Administator
The Policy make:.
The burcauciat
The expert.

The idealigist

S © e

The charismatic leader.
The Political leader
The symbolic leader
The futher figure

0 The 1ehg,10us leader.
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Sri Lanka described long ages as
the peal of the Indian Ocean, a paradise
of the towists and againnay of the east has
doing the last two decades undergone a
terrible and destructive period due to the
civil war. It was aptly described by Bishop
Header in his poem as the “Isle where ev-
ery prospect pleases and man himself is
vile”. The war torn period has left empty
coffers to the government, untold damages
to properties both public and private the
loss and valuable young lives mained and
werippled yoaths without a future and chil-
dren without parents.

Now itisthetask ofevery member of
the society to build up the nations economy and
there by buildanew society. Many countries are
willing to help us with gifts—gifts of money and
gifts of ideas. While atthemoment gift of money
ismost welcome, it is the gift of ideas that would
help ustohelp ourselves.

Sri Lanka is the democratic coun-
try and government is elected every five or
six years. Each government has its own
policy for development. What the previous
government followed for the country’s de-
velopment may not be followed by the fol-
lowing government, so that there is no con-
tinuity in economic development as a result
the growth of the country’s development

has been horizontal and not vertical.

A there is to be a continuous ver-
tical growth in the development of the
country irrespective of the government that -
comes to the power the economic devel-

_opment of the couritry should be built on

tlle"cfeveloplnellt started by the previous
government but this should be on a firm
foundation.

This is possible only if we have a
dream of what our country is going to be.
It should be not only a dream but a dream
that should come true. The words incred-
ible inventions conquest of the highest
mountains, trip to the moon, and million-
aires having trips in spaceshipé were all
dreams that come true. We must have a
vision as the objective of development
could we build our country towards the

" desired goal whichever the government

that comes to power.

‘To achieve the vision or dream for
country we need the gift of money (for a
short period) and the gift of ideas. The gift
of money is only a short term path since
once the gift of money is over we have to
look for some other countries for more
money where as when we get the gift of
ideas. We could go on building one on top
of the other till we achieve our vision.

~ We could get ideas by taking ideas
from other couniries have achieved their
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objectives. But just aping them would not
help our country. Each country has its own
resources, problems, culture and techno-
logical development. Our country has its
own problems specific to itself. ‘

It is here that we need national
mined and patriotic people. For more than
the “Brain Drain” past twenty yeals there
has been “Brain Drain” scientists, doctors,
engineers and technological / experts — al-
most all of them have left our country seek-
ing greener pastures. They must be given
incentives to stay in our country to buildup
this vision and achieve our dream for our
country. Entrepreneres should be encour-
aged without interference from the gov-
ernment and build their own industries and
dovetail them also towards building up this
vision. They must be told in their thanking
leaving out conservative ideas. It is this
boldness in the leaders thinking that had

- made America the leader of development

among all nat10ns _

Schonls must instill in the minds of
the students this vision for our country. Uni-
versities also in addition to teaching and
reach must help in bringing about this dream

. of our country come to reality. Most of

the students passing out of the university
expect the government to give them em-
ployment. Politicians to get cheap popu-
larity give employment’s by “ehits” in the

. government sector. The number of ‘‘ra

tio” of persons employed in the govern-

ment service is very much higher than the
number employed by big companies in
other parts of the world.

Sri Lanka is a tourist paradise with
its Scenic beauty. It is surround on all sides
by the sea. Even though tourists have been
taken to place of interest by land there has
been no luxury crises beautiful sand dunes
at manatkadu, casuarina beach in kyte,
Beach at vallalai, keeremalai are some of
of places in Jaffna, where these luxury
cruises could be organised in Jaffa.

Vallai area could be developed as
a sanctuary for birds migrating from other
countries. A building could be put up in
the middle of the vallai waters for bird
watchers.

Innovators and creative thinkers
must be encouraged. Sri Lanka has great
potentialities. It people with visions are al-
lowed to make use of the potentials. Sri
Lanka could become a “Dream Country”
for other nations we have waited patiently
for more than twenty years for the war to
be over. Why can’t be patient for some
more years to bring about these changes
and make Sri Lanka a real “Paradise Isle”

A Karthika
1% Year,
Comimerce.
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1.0 Introduction

Today communication activities
are indispensable for information transmis-
sion in the modern world. The administra-
tion of an organization is impossible with-
out communication. Communication solves
operational problems and helps the man-
agement to get over crisis situation. °

Communication is a process of pass-
ing information and ideas from one person
to another, which results in manual under-
standing among human beings. This covers
all media from speech and writing to tone of
voice gestuue facial expression, bodily pos-
ture all conveying some meaning or the other
to others. Within the company, the basic
communication activities ofamanageritivolve
reporting to his superior instructing his sub-
ordinates and interacting with other manag-
ers. There is also a need for him to commu-
nicate with people outside the company. Tele-
vision and news papers play an impértant
role in communication.

2.0. Importance of commutation.

1. Itisalsoanessential factorin planning
organizing coordinating and control-
ling.

2. It is the basis of direction and leader
ship

3. Comnmunication is the activity to which
managers devote an overwhelming
proportion oftheir time

3.0 Characteristics of communication

% Itegral part of management process :-
Communication is the foundation of
co-operative group activity which goes
on as a result of the inter change of
facts, information, ideas, opinions and
sentiments between two or more per-
sons. Communication connects the
component patts of an organization,
and provides measns for direction and
guidance and impels people to action.

+ Communication - a two - way pro-
cess:-
When one person transmits a message
the man at the receiving end may not
attach the same meaning to it as was
intended by the sender. Sometimes
wishful thinkin g colours the know the
reaction to the commuunication whether
it is rightly understood or not. In this
sence, commuiication must be re-
garded as a two - way process and
even a circular process, in which the
sender must take into account the re-
action ofhis receiver. .

4.0 The Process of Communication
There are four components in the

Communication process. They are:

The Symbols:- ‘
These are words Either spoken or

2002
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what we want to express. They may also
be figures charts or pictures.

The channels:- ;
These are media used to convey the
message words may be expressed by de-
livering a prepared speech or through a
conversation written words may be ex-
pressed in a letter memo or a report.

The Sender:-

The sender is the person who has a
message to be transmitted to another person.
The message may be come information ideas
or feetings. The sender chooses the symbols
and channels to convey his messege.

The Receiver:-

The receiver is also known as the
listner audience or decoder after getting
the message,the receiver has to interpret
or decode it to understand the meaning.

Feed- ?

We caun express the process of com-
munication throug a diagram.

5.0. Methods of communication;- -
There are three different categoi‘ies
or comunuinication such as ;
1. Formal and informal
2. Verbal and writting
3. Down word, up word and hori-
zontal

S.1.Formal and informal communication:-
formal is the office channel or sysstem
of communication . informal commu-
nication hasits origin in the social
relationships inside and outside the
organization. Informal communica-
tion spreads information fast.

5.2. Nerbal and written communication ;-
for sending information downward ,
the media to be used depend on the
type of audience and on how it is to
be transmitted. Verbal media are face
to face communication which com-
prise spoken orders or
instructions. There is exchange if views
questioning and explaining,checking
and recheking between two parties
till they come to the best possible.
mutual understanding . This type of
communication is best for selling an
idea, pursuading and influencing the
other parties.

‘Verbal communicatrion saves
time for the executive. Fealure
films, Telephone,and plant broadcests
are some of the audiovisual means of
verbal communication.

The written medium is employed inthe
case of important and complicated
mattrs which require to be handled in
aspecific and uniform manner, as in
the case of working instructions on the
shop,floor, written messages can be
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3.3

5.4

verified and checked foraccuracy.
written orders usually go down
in the form of letters or office memo
circulars boardnotices policy and pro-
cedural manuals employee hand —
books and performance appraisal
One of the disadvantages of writ-
ten communication is that keeping the
material update is alittle dificcilt.

Downward communication;-
The down ward flow of communi-
cation consists mostly of orders per-
taining to policies and proced'ures.
these orders contain directives and
instructions to the subordinates in re-
spect or their respective positions.

Upward communication:-

The upward flow of communicativion
has increased with modern manage-
ment paying mote attention to sug-
gestions from below and giving:more
apportunities to the staffto partici-
pate in the decision making.

Horizontal Communication;-
With the increase in size and complex-
ity of business establishment onthe one
hand and specialization within the or-
ganization on the other there are now
more levels of management through
which communication must flow.
Horizontal intercourse therefore
has become necessary for coordi-

nation of efforts, conference, com-
mittee work,contacts face-to-face or
through telephone are important
forms of horizontal communication.

6. Successful and effevtive communi-
cation.

Communication is successful when the
information idea or feeling which the sender
intends to transmit to the ieceiver is effec-
tively transferred . communication is a two-
way-process. it is equally important for the
sender to be also a good listner in order to
get feedback from his receiver. This feed
back is necessary if the sender wants to
know whether his message has been received

“and interpreted the way he intends it to be.

An effective communication keeps
the following points in mind.
" Who is the receiver?
% Isthe message meant for a specific
person ?
¢ What is the most important point in
the message ?

7. Impact of Technology on Commu-
nication.
During the past decade modem tech-
nology has influencel ho people communi-
cate shiophisticated office machines, tele-

phones, pagers, telex, fascimle machine and

other electronic equipment have affected the

process of communication significantly.
For example documents can be trans-

mitted almost instantaneously through the
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fascimle (fax) machine.the pager, the car
phone,the handledphone have made it
easier to contact people whoare always
on the move.with a sophisticarted tele-
phone system teleconferencing enables
person from different locations to talk to
one another. with the availability of the
personal computers with a modem, some
managers can stay at home and perform
their work over the telephone line con-
nected to the office.

8.0 Barriers to effective communication.
The obstacles that reduce the effec-
tiveness of communication are known as
communication barriers a clear under-
standing of these barriers is essential ifa
manager wants to ensure effective com-
munication the following are the scme
barriers in effective communication. -
1. luck of communication policy.
Legal limitations.
unfavourable climate.
poor listening.
poor strategy of communication.
Overconfidence in one obilify to
know what others are thinking,
Lack of clarity.
8. toomany items in the same mes-
sage.
9. Too many links in the circulation
chain resulting in loss of detail and

SNl RER LI, T
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i distortion.

10. Lack of motivation.
11. failureto seek on instant response
and lack of follow-up.

9.0. Conclusion;

Communication may be defined as the
process by which people attempt to
share meanings through symbolic
messeges. The process of communi-
cation is important to managers be-
cause it enables them to carry on their
management functions.process of
communication include the
sender,message,channel,receiver and
feedback. feedback is the receiver’s
reaction to the sender’s message .
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