
                             QUESTIONS 
 
NUMBER  ONE 

“Some management experts feel that control (that is, setting standards, measuring 
performance against them and taking corrective action when needed) hinders 
creativity. Others take the opposite view”.  
With the help of examples give arguments in support of each view.     (Total: 20 
marks) 
 
NUMBER  TWO 

a) Clearly distinguish between corporate mission, vision and core values. 

                                                                                                             (10 
marks) 

b) What are the key qualities of a good corporate vision?                                   (10 
marks)            (Total: 20 marks) 

 
NUMBER THREE  

With the help of examples, evaluate the statement that “the leader is more important 
than the followers as the key to an organisation‟s success”.      (Total: 20 
marks) 
  
NUMBER  FOUR 

a) Define the “Peter Principle” as a management concept.                   (4 marks) 
b) To what extent is the concept valid in modern management practices?    (16 

marks) 
            (Total: 20 marks) 
 
NUMBER  FIVE  

Many organisational decisions are made by groups in form of committees, task forces, 
review panels, study teams or similar groups. What are the advantages and 
disadvantages of group decision making?          
(Total: 20 marks) 

 
NUMBER SIX 

A marketing director is planning to launch a product, which is claimed to be of 
superior quality to the existing products, into a competitive but growing market. What 
factors should she bear in mind when setting the price?                                        
(Total: 20 marks)   

Download more at www.ebookskenya.co.ke

PRINCIPLES AND PRACTICE OF MANAGEMENT - BLOCK REVISION MOCK 3



NUMBER  SEVEN 
In manufacturing industries, inspection in many stages and areas takes place to ensure 
a satisfactory standard of quality in the finished product. 
Discuss the different stages and areas where inspection may take place in a 
manufacturing process.                         (Total: 
20 marks) 
 

NUMBER  EIGHT-Replaced  

Exactly what constitutes the management task is often unclear or misunderstood. 
 
Required: 
a) Explain the five main duties of a manager, according to the writer Henri Fayol.     
                                                             (10 Marks) 
b) Explain the differences between the role of a supervisor and that of a manager.    
                                                                                                                         (10 
Marks)  
                               (Total: 20 marks) 
 
 
 

 

 

                                                     ANSWERS   

 

 

NUMBER ONE 

  
The case for control 
Controls is essential as the best of plans may go awry. It also helps mangers monitor 
environmental changes and their effects on the organization‟s progress. 
 
Control creates better quality by spotting process flaws and correcting them. 
Employees are empowered to inspect and improve their own work. TQM changes 
many attitudes about, and approaches to achieving effective control. 
 
Control helps cope with change.  Change is an inevitable part of an organisation‟s 
environment. Markets shift. Competitors offer new products and services that capture 
the public imagination. The control function aids mangers in responding to the 
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resulting threats or opportunities, by helping them detect changes that are affecting 
their organization‟s products and services. 
 
Control creates faster cycles in creating and delivering products to customers. 
Control adds value to a company‟s offering (products) against those of its competitors 
in the form of above-average quality. 
 
Control facilitates delegation and teamwork by letting the manger monitor employees‟ 
progress without hampering employees‟ creativity or involvement with the work. 
 
The case against control 
Trying to control too many elements of operations can annoy and demoralize 
employees, frustrate their managers and waste valuable time, energy and money. 
 
Managers may focus on easy-to-measure factors such as the number of people served 
in a restaurant, and ignore harder-to-measure factors such as dinner satisfaction. Yet 
dinner satisfaction could be more important in the long-run than the number of 
people served in a given period. 
 
Most of the problems can however be avoided by an analysis that identifies key 
performance areas and strategic control points. 
 
 

 

NUMBER TWO 

a) CORPORATE  MISSION,VISION AND CORE VALUES 
 
Corporate Mission: 
A mission statement is an organization's vision translated into written form. It makes 
concrete the leader's view of the direction and purpose of the organization. For many 
corporate leaders it is a vital element in any attempt to motivate employees and to give 
them a sense of priorities. 

A mission statement should be a short and concise statement of objectives and 
priorities. In turn, objectives are specific objectives that relate to specific time 
periods and are stated in terms of facts. The primary goal of any business is to 
increase stakeholder value. The most important stakeholders are shareholders who 
own the business, employees who work for the business and clients or customers 
who purchase products and/or services from the business. 
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A mission statement underpins the vision. It is necessarily more limited than a vision 
statement, and defines the organization‟s market positioning. It is a brief and 
focused statement of purpose that communicates the essence of the organization to 
its stakeholders and to the public. It relates to how the organization is going to d 
business in order to fulfil its vision. 
 

Questions Addressed by Mission Statements  
 What is the purpose of organization? 
 What is unique about the organization? 
 What are its principal products and markets? 
 What are its values? 
 Where is it hoping to be in five or ten years' time? 

 
Corporate Vision 
Vision is a short, succinct, and inspiring statement of what the organization intends 
to become and to achieve at some point in the future, often stated in competitive 
terms.  
 
Vision refers to the category of intentions that are broad, all-intrusive and forward-
thinking.  It is the image that a business must have of its objectives before it sets out 
to reach them. It describes aspirations for the future, without specifying the means 
that will be used to achieve those desired ends. 
 
A vision statement has been described as “a view of a realistic, credible, attractive 
future...a target that beckons.” 
Good vision statements are inspirational, clearly understood and brief enough to 
remember. 
There are a variety of approaches to developing a vision statement, including: 
o Reviewing the analysis of strengths, weaknesses, opportunities and threats; 
o Holding brainstorming sessions; 
o Drawing graphic visions of the future; 
o Conducting imaginary future trips through the agency or community; 
o Pretending you are a planning committee from the future that is writing a report 

on accomplishments in the intervening years; and 
o Exploring visions developed for other agencies or communities. 

"To choose a direction, an executive must have developed a mental image of the 
possible and desirable future state of the organization. This image, is called a vision, 
and may be as vague as a dream or as precise as a goal or a mission statement." 
(Warren Bennis, a noted writer on leadership) 

At General Electric (GE) the vision is 'We bring good things to life'. 
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The Ford Motor Company vision is 'to become the world's leading consumer 
company for automotive products and services'. 

 
A vision statement presents an image of what an organization aspires to become. It 
explains the organization‟s significance and how it will improve whatever marketplace 
in which it participates. Stated clearly the vision is where the organization wants to go, 
its destination. 
 
NB:  
In short, if the vision statement is where the organization wants to go i.e. its 
destination, the mission statement articulates how it will reach the destination i.e. its 
transportation 
 
Core Values 
These are the few key principles that the organization seeks to uphold as it carries on 
its business. These guide the organization‟s vision. They are considered as being 
fundamental to the success of the entity‟s operations and stimulate relations with 
outsiders. 
For instance, the United Nations Core Values are Integrity, 
Professionalism, and Respect for Diversity.  
 
b) The key qualities of a good corporate vision: 

The corporate success depends on the vision articulated by the chief executive or the 
top management. For a corporate vision to have any impact on the employees of an 
organization: 

i) It should be conveyed in a dramatic and enduring way. 
ii) It should inspire, usually asking employees for the best, the most or the greatest. 
iii) It should keep organizational stretch in itself 
iv) It should be communicated constantly, and 
v) It should keep linking the events of today to its stipulations, underscoring the 

relationship between the two. 
 
A good corporate vision may also contain commitment to:  
 Developing a great new product or service 
 Serving customers through the defined service portfolio 
 Ensuring quality and responsiveness of customer services 
 Providing an enjoyable work environment for employees 
 Ensuring financial strength and sustainable growth of the company for the benefit 

of its stakeholders 
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QUESTION THREE 

  
 
Good leaders are made not born. If you have the desire and willpower, you can 
become an effective leader. Good leaders develop through a never-ending process of 
self-study, education, training, and experience. This guide will help you through that 
process.  

To inspire your people into higher levels of teamwork, there are certain things you 
must be, know, and, do. These do not come naturally, but are acquired through 
continual work and study. The best leaders are continually working and studying to 
improve their leadership skills.  

Leadership is a complex process by which a person influences others to accomplish a 
mission, task, or objective and directs the organization in a way that makes it more 
cohesive and coherent. A person carries out this process by applying her leadership 
attributes (belief, values, ethics, character, knowledge, and skills). Although your 
position as a manager, supervisor, lead, etc. gives you the authority to accomplish 
certain tasks and objectives in the organization, this power does not make you a 
leader...it simply makes you the boss. Leadership makes people want to achieve high 
goals and objectives, while, on the other hand, bosses tell people to accomplish a task 
or objective. 

When a person is deciding if he respects you as a leader, he does not think about your 
attributes. He observes what you do so that he can know who you really are. He uses 
this observation to tell if you are a honourable and trusted leader, or a self serving 
person who misuses her authority to look good and get promoted. Self serving leaders 
are not as effective because their employees only obey them, not follow them. They 
succeed in many areas because they present a good image to their seniors at the 
expense of their people. 

The basis of good leadership is honourable character and selfless service to your 
organization. In your employees' eyes, your leadership is everything you do that 
effects the organization's objectives and their well being. A respected leader 
concentrates on what she is [be] (beliefs and character), what she knows (job, tasks, 
human nature), and what she does (implement, motivate, provide direction).  
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What makes a person want to follow a leader? People want to be guided by those they 
respect and who have a clear sense of direction. To gain respect, they must be ethical. 
A sense of direction is achieved by conveying a strong vision of the future. 

 
Two Most Important Keys of Leadership  

i) Trust and confidence in top leadership was the single most reliable predictor of 
employee satisfaction in an organization. 

ii) Effective communication by leadership in three critical areas was the key to 
winning organizational trust and confidence:  
o Helping employees understand the company's overall business strategy. 
o Helping employees understand how they contribute to achieving key business 

objectives. 
o Sharing information with employees on both how the company is doing and 

how an employee's own division is doing - relative to strategic business 
objectives. 

So basically, you must be trustworthy and you have to be able to communicate a 
vision of where you are going.  
 
The four major factors of leadership are the: 
Follower - Different people require different styles of leadership. For example, a new 
hire requires more supervision than an experienced employee. A person with a poor 
attitude requires a different approach than one with a high degree of motivation. You 
must know your people! The fundamental starting point is having a good 
understanding of human nature: needs, emotions, and motivation. You must know 
your employees' be, know, and do attributes. 
 
Leader - You must have a honest understanding of who you are, what you know, and 
what you can do. Also, note that it is the followers, not the leader who determines if a 
leader is successful. If a follower does not trust or lacks confidence in her leader, then 
she will be uninspired. To be successful you have to convince your followers, not 
yourself or your superiors, that you are worthy of being followed. 
 
Communication - You lead through two-way communication. Much of it is 
nonverbal. For instance, when you "set the example," that communicates to your 
people that you would not ask them to perform anything that you would not be 
willing to do. What and how you communicate either builds or harms the relationship 
between you and your employees. 
 
Situation - All situations are different. What you do in one leadership situation will 
not always work in another situation. You must use your judgment to decide the best 
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course of action and the leadership style needed for each situation. For example, you 
may need to confront a employee for inappropriate behavior, but if the confrontation 
is too late or too early, too harsh or too weak, then the results may prove ineffective. 
 
Various forces will affect these factors. Examples of forces are your relationship with 
your seniors, the skill of your people, the informal leaders within your organization, 
and how your company is organized. 
 
NUMBER  FOUR 

a)   

The Peter Principle concept was introduced by Canadian sociologist Dr. Laurence 
Johnston Peter in his humoristic book of the same title. In his book, he describes the 
pitfalls of the bureaucratic organization witnessed during his extensive research into 
business organizations. 

This follows from the use of promotion as a reward for success. As long as a person 
is competent in his current position, he will be promoted to the next higher one. By 
iteration, the only way a person can stop being promoted is to reach a level where he 
is no longer able to do well, and thus does not appear eligible for promotion. 

The theory was set out in a humorous style in the book The Peter Principle, first 
published in 1969. Peter describes the theme of his book as hierarchiology. The 
central principle is stated in the book as follows: 

 
In a Hierarchy Every Employee Tends to Rise to His Level of Incompetence. 

The Peter Principle has attained such renown that The American Heritage Dictionary 
defines it as "The theory that employees within an organization will advance to their 
highest level of competence and then be promoted to and remain at a level at which 
they are incompetent." 

The principle is based on the observation that in such an organization new employees 
typically start in the lower ranks, but when they prove to be competent in the task to 
which they are assigned, they get promoted to a higher rank.  
This process of climbing up the hierarchical ladder can go on indefinitely, until the 
employee reaches a position where he or she is no longer competent. At that moment 
the process typically stops, since the established rules of bureaucracies make that it is 
very difficult to "demote" someone to a lower rank, even if that person would be 
much better fitted and more happy in that lower position.  
The net result is that most of the higher levels of a bureaucracy will be filled by 
incompetent people, who got there because they were quite good at doing a different 
(and usually, but not always, easier) task than the one they are expected to do. 
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b) The validity of the Peter Principle in Modern Management Practices 

According to Dr. Peter, work is accomplished by those employees who have not 
reached their level of incompetence. Thus we can see why organizations still function 
even as the Peter Principle causes some employees to accept one too many 
promotions. Dr. Peter provides an insightful analysis of why so many positions in so 
many organizations seem to be populated by employees who seem incompetent. This 
concept is likely to be ignored by most senior managers since to admit one's 
organization is suffering from the Peter Principle is admission that people have been 
improperly promoted. This, in turn, suggested that senior management might have 
attained their own level incompetence. 

Example: 

If you're a proficient and effective software developer, you're most likely 
demonstrating peak competence in your job right now. As a result of your 
performance, your valuable contribution results in a promotion to a management 
position. In this new position, you now do few of the original tasks which gained you 
acclaim. In fact, little of your current job remains enjoyable, therefore your heart is no 
longer in your work, and it shows. Given this, promotions stop, and there you stay, 
until you retire or your company goes under due to mismanagement. 

Companies will attract and expand on a certain level of incompetence. Once a 
company forms a culture of incompetence, only the incompetent staff will remain, 
and the competent ones will tire of trying to soar with eagles while surrounded by 
turkeys, and therefore leave. 

The end result is that non-growing companies are more likely to have incompetent 
employees at many levels of the organizational structure whereas growing companies 
add new positions and employees so fast that the inevitable results of the Peter 
Principle may be forestalled so long as growth continues. 

Management consultants who recognize that the Peter Principle is in full swing in 
their clients organization often recommend percussive sublimations and lateral 
arabesque for high ranking employees to make room for new employees, because new 
employees are not yet at their level of incompetence thus they can actually do the 
work they were hired to do which increases total output of the organization. 

The employee's eventual incompetence is not necessarily a result of the higher-ranking 
position being "more difficult" - it may be simply that the position is different from 
the position in which the employee previously excelled, and thus requires different 
skills which the employee may not possess. An example used by Peter involves a 
factory worker whose excellence at his work results in him being promoted into a 
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management position, in which the skills that got him promoted in the first place are 
no longer of any use. 

One way that organizations attempt to avoid this effect is to refrain from promoting a 
person until that person already shows the skills or habits necessary to succeed at the 
next higher position. Thus, a person is not promoted to manage others if he/she does 
not already show leadership, for instance. 

Some have observed that individuals perform worse after being promoted. The Peter 
Principle, which states that people are promoted to their level of incompetence, 
suggests that something is fundamentally misaligned in the promotion process. This 
view is unnecessary and inconsistent with the data. Below, it is argued that ability 
appears lower after promotion purely as a statistical matter. 
 
Being promoted is evidence that a standard has been met. Regression to the mean 
implies that future ability will be lower, on average. Firms optimally account for the 
regression bias in making promotion decisions, but the effect is never eliminated. 
Rather than evidence of a mistake, the Peter Principle is a necessary consequence of 
any promotion rule. Furthermore, firms that take it into account appropriately adopt 
an optimal strategy. 
 
Usually, firms inflate the promotion criterion to offset the Peter Principle effect, and 
the more important is the transitory component relative to total variation in ability, 
the larger the amount that the standard is inflated. The same logic applies to other 
situations. For example, it explains why movie sequels are worse than the original film 
on which they are based and why second visits to restaurants are less rewarding than 
the first. 
 
NUMBER FIVE 

Advantages of Group Decision Making 
i. Use of groups in decision making tends to lead to higher quality decisions that a 

single individual working alone might have obtained. 
ii. More information is available to the group than is available to an individual – 

members have varying experiences, education and qualifications. 
iii. A group is likely to generate more alternatives – so each person may have their 

own differing ideas. 
iv. Acceptance of the decision will probably be greater than it would be if an 

individual made the decision alone – it involves an element of democracy. 
 
Disadvantages of Group Decision Making 
i. Groups tend to take longer to reach a decision, because all members may wait to 

discuss every aspect of the decision. 
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ii. The group may try too hard to compromise to the exclusion of a superior decision 
that the group could have attained with more effort. 

iii. A single individual may dominate the process – setting aside all the potential 
advantages of group decision making. 

iv. Groups may succumb to group thinking i.e. become interested in maintaining 
cohesiveness and good feelings towards one another and lose sight of the groups 
original objectives. 

v. Here the group makes decisions that protect its members and individuals and the 
group as a whole rather than decisions that are in the best interest of the overall 
organization. 

 
NUMBER  SIX 

FACTORS TO BE CONSIDERED WHEN SETTING PRICE: 
The company‟s pricing decisions are influenced by a number of internal company 
factors and external environmental considerations. The internal factors include: 
o The company‟s marketing objectives 
o Marketing mix strategy 
o Costs 
o Organization 
 
The external factors include: 
o The nature of the market and demand 
o Competition 
o Other environmental factors 
 
  
 
1. The marketing objectives: the company decides what it wants to accomplish 

with a certain product. If the company has selected its target market and market 
positioning carefully, then its marketing mix strategy, including price, will be fairly 
straightforward. The clearer a firm is about its objectives, the easier it is to set 
price. Examples of common objectives are survival, current profit 
maximization, market-share maximization, and product-quality leadership. 

 
2.    Marketing Mix Strategy: Price is only one of the marketing mix tools that the 

company uses to achieve its marketing objectives. Price decisions must be 
coordinated with product design, distribution, and promotional decisions to form 
a consistent and effective marketing program. Decisions made for other marketing 
mix variables may affect pricing decisions e.g. producers who use many resellers 
and expect these resellers to support and promote their products may have to 
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build larger reseller margins into their prices. The decision to develop a high-
quality position will mean that the seller must charge a higher price to cover higher 
costs. 

 
3.    Costs: Costs set the floor for the price that the company can set for its product. 

The company wants to charge a price that covers all its costs for introducing, 
distributing, and selling the product, including a fair return for its effort and risk.  
The company must watch its costs carefully.  If it costs the company more than 
competitors to produce and sell a comparable product, the company will have to 
charge a higher price than competitors or make less profit, putting it at a 
competitive disadvantage. 

 
4.    Organizational Considerations: Management must decide who within the 

organization is responsible for setting price. Companies handle pricing in a variety 
of ways.  In small companies, prices are often set by top management rather than 
by the marketing or sales department. In large companies, pricing is typically 
handled by divisional or product line managers. 

 
External Factors Affecting Pricing Decisions 
 

1. The nature of the market and the demand: 
Cost set the floor for prices, and the market and demand set the ceiling. Both 
consumer and industrial buyers balance the price of a product or service against the 
benefits of owning it.  Thus, before setting prices, the marketer must understand 
the relationship between price and demand for its product. 
Considerations here include: 
o Pricing in different types of markets 
o Consumer perceptions of price and value 
o Analyzing the price-demand relationships 
o Price elasticity of demand 

 
2.    Competitors’ Prices and Offers: Competitors‟ prices and their possible reactions 

to the company‟s pricing strategies affect pricing. Consumers evaluate a product‟s 
price and value against the prices and values of comparable products. The 
company‟s pricing strategy may affect the nature of the competition it faces-a high 
price, high-margin strategy may attract competition, whereas a low-price, low-margin 
strategy may discourage competitors or drive them out of the market. 

 
3.    Other external Factors: When setting prices, the company must also consider 

other factors in its external environment e.g. economic conditions can have a 
dramatic impact on the effectiveness of different pricing strategies. Economic 
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factors such as inflation, boom or recession, and interest rates influence pricing 
decisions because they affect both the costs of producing a product and consumer 
perceptions of the product‟s price and value. 

 
The company must consider what impact its prices will have on other parties in its 
environment. How will resellers react to various prices? The company should set 
prices that allow resellers a fair profit, encourage their support, and help them to sell 
the product effectively. The government is another important external influence on 
pricing decisions. Marketers need to know the laws affecting price and make sure their 
pricing policies are defensible. 

 
NUMBER  SEVEN 

  
Despite advances in technology used in manufacturing processes, there is still no 
substitute for quality assessment of the resulting products of the manufacturing 
process. By employing an independent and objective inspection and testing, problems 
can be identified and prevented at source, prior to shipment or during production.  
 
Customers are often located thousands of miles away from their product source. They 
often need to verify that their interests are being well protected and that quality 
products are being manufactured. 

There is thus a critical need to monitor the entire quality related process at all stages 
from development through the manufacturing process to delivery. The inspection 
areas covered typically include:  

 On-Site Quality Audit Services  
 Product Development and Evaluation  
 Specification Recommendation  
 Factory Evaluation  
 Pre-Production Inspection  
 During Production Inspection  
 Final Random Pre-shipment Inspection  
 Supervision of Loading  
 Production and Delivery Monitoring  
 
The role of inspection is to ensure “Quality Assurance” i.e. 
a) an appropriate infrastructure or “quality system” encompassing the Procedures, 

Processes, and Resources  
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b) the systematic actions necessary to ensure adequate confidence that a product (or 
service) will satisfy given requirements for “Quality”  

 
The stages involved in quality inspection may vary from organisation to organisation, 
but typically include: 
1. Ensuring products are developed correctly 
2. Identifying managerial responsibilities 
3. Providing Standards of Procedure (SOPs) for production and control 
4. Organizing supply and use of correct starting materials 
5. Defining controls for all stages of manufacture and packaging 
6. Ensuring finished product correctly processed and checked before release 
7. Ensuring products are released after review by authorized person 
8. Providing storage and distribution  
9. Organizing self-inspection 
 
Basic tasks involved in the quality assessment process include: 
1. Checking whether ingredients are of the required purity 
2. Checking whether proper storage containers are used 
3. Checking correct labelling of finished products 
4. Release of batches by the authorized person 
5. Retained samples of starting materials and products 
6. Establish QC procedures 
7.  Environmental monitoring 
 
NUMBER  EIGHT-  

Professional accountants are often employed in a managing as well as an accountancy 
capacity. This requires an understanding of the responsibilities and duties of a manger 
and of the lower level of management, that of supervision. 
aaa)))   The duties of a manger were first detailed by the writer Henri Fayol.  He detailed 

five „elements of management‟ which guide the management task. These are: 
I. To forecast and plan („prevoyance‟): To look into the future and set objectives 

in an attempt to understand and control the future. This element is  further 
subdivided into the need for unity (each department‟s objectives being wielded 
together for the common good of the organization); continuity in short and 
long-term forecasting; flexibility in the need to adapt to circumstances and 
precision in attempting accurate future actions. 

II. To organize: To build the human and material structure of the organization. 
III. To command (draws on the military roots of management theory): To maintain 

activity amongst the workforce.” Command” may be an outdated idea, modern 
writers would suggest that „motivation‟ is more appropriate, although 
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„command‟ has a clear meaning in terms of the ultimate responsibility of 
management. 

IV. To co-ordinate: Fayol saw this as the process of binding together, unifying and 
harmonizing the activities of those employed in the organization. 

V. To control: That which brings conformity with established rules and command, 
through ensuring that targets are achieved and objectives met. This idea again 
draws on the military roots of management theory. 

VI. Supervision is an important and integral part of the task and process of 
management. The role of supervision is a    critical one because of the direct 
contact and responsibility for the work of others. 

It used to be said that a manager did his or her job by getting others to do theirs; 
in many ways this sums up the role of the supervisor. The role differs from that 
of the management in that the supervisor is unique, being the interface between 
management and the workforce and is the direct link between the two. 

The role of the supervisor differs from that of the manager in that he or she: 
i. Is in direct physical contact with non-mangers on a frequent basis 
ii. Is the front line of management 
iii. Has the chief responsibility for seeing that others fulfil their duties 
iv. Has a dual loyalty and must be loyal both upwards and downwards 
v. Has to face and resolve problems firsthand and often quickly 
vi. Actually directs the work of others 
vii. Directly enforces discipline 
viii. Due to the closeness to others, has direct knowledge and ability in health, safety 

and employment legislation 
ix. Often has responsibility for negotiation and industrial relations within the 

department 
 
However, management must ensure that supervisors understand organisational 
objectives and make clear the powers and limits of the supervisor‟s authority and 
responsibilities. 
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