
  

  
 
                                        QUESTIONS  

NUMBER ONE  

Organizations are becoming increasingly influenced by their external environment.  In 
what ways does the understanding of the external environment factors enable 
managers to make better decisions?                                                      
(Total: 20 marks) 
 
NUMBER  TWO  

Explain how the ideas of scientific management thinkers contribute to the 
development of concepts and principles of modern work management in 
organizations.   (Total: 20 marks) 
  
NUMBER  THREE 

a) To manage organizations effectively, managers require effective control system.  
Identify and explain the control systems which may be used by a manager to 
monitor and accomplish tasks in an organization.        (15 
marks) 

b) What are the drawbacks of control systems?                                       (5 marks) 
                                                                        (Total 20 
marks) 
 
NUMBER FOUR  

Managers spend over eighty percent of their time communicating.  Why is there need 
for effective communication in an organization and what steps should be taken to 
ensure that organizational communication is improved?         (Total 20 
marks) 
 
NUMBER  FIVE  

TLB Ltd. operates a chain of supermarkets.  Its strategy has been to adjust product 
prices to accommodate differences in customers, products, locations and other 
variables.  The market has become increasingly competitive and TLB Ltd. has decided 
to change its strategy.  In future, it will provide a high quality service by introducing 
Total Quality Management (TQM) techniques in every supermarket. 
Explain the relevance of a programme of TQM for TLB Ltd. in the implementation 
of its new strategy.                                          (Total: 20 
marks) 
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NUMBER  SIX 

a) In what ways does the introduction of computers contribute to efficient 
operations and management of an organization?      (10 marks) 

b) Discuss how organizations have been affected by computerization problems                                                                                                                      
(10 marks) 

                                                                                                             (Total 20 
marks) 

 
 
NUMBER SEVEN 
Managers must live in two time dimensions at once:  the present and the future and 
this inevitably causes a conflict between focusing on the present demands of the day 
and creating space in which to plan strategically for the opportunities for tomorrow. 
 
How can managers improve their personal time management so that both these 
activities can be achieved effectively?                          (Total 20 
marks) 
 

 

NUMBER  EIGHT 

Organizations are going through a period of major technological change, which is 
obviously a great challenge to management particularly in the area of employee 
resistance to change. 
Give reasons for employee resistance to change and the techniques, which may be 
used to overcome the resistance.               (Total: 20 
marks)  
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                                         ANSWERS   
 
NUMBER  ONE 

Managerial decisions are affected by the external environment.  Organizational 
performance depends on the successful management of the opportunities, challenges 
and risks presented by the external environment. 
 
A host of external factors influence a firm’s choice of direction and action and 
ultimately organizational structure and internal processes. 
 
Every firm is surrounded by 3 subcategories of environments: 
a) The operating environment comprising labour, creditors, suppliers, customers and 

competitors. 
b) The industry environment which comprise forces driving industry competition. 
c) The remote external environment which comprise economic, social, political, 

technological and ecological factors. 
 
One popular technique of analyzing the external environment is the SLEPT analysis 
which divides the environment into five related but separate systems - social, legal, 
economic, political and technical. 
 
The social and cultural environment 
The firm is influenced by changes in beliefs, values, habits and attitudes of society e.g. 

 With the shift away from 9 - 5 working days to more flexible forms in some 
companies, supermarkets open until late and also IT now allows people to bank 
throughout the night. 

 The number of women employees have also steadily increased and new policies 
have to be designed to cater for their ‘speed needs’ 

 Demographic changes affect demand e.g. emigration or falling birth rates.  
Changes in tastes and fashions also affect manufacturers especially in the fashion 
industry. 

 
Legal environment 
The legal environment is concerned with how a firm does its business and covers law 
of contract, treatment of workers, laws about the environment and legislation on 
competitive labour. 

 The law can affect the firm in several ways: strict health and safety regulations 
increase costs.  Premises failing to meet higher standards could be closed down or 
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have their products banned.  Tobacco companies are at present faced with the 
prospect of a ban on advertising. 

 Management must also bear in mind other legal and regulatory parameters e.g. tax 
regulations and minimum wage allowed. 

 The government sometimes can become an unbeatable competitor by allowing 
itself sole rights over certain businesses e.g. communications or by fully owning 
certain natural resources.  Organizations must make strategic forecasts in such 
cases. 

 
The Economic Environment 
The current state of the economy can affect how a company performs.  The 
economic influences include taxation levels, inflation, interest rates, GNP, the balance 
of trade and government subsidies. 
 
A downturn in the economy will lead to corporate failures especially for suppliers of 
goods with a high-income elasticity of demand e.g. house owners or property 
management firms such as Lloyd Masika, Regent e.t.c. 
Deflationary government fiscal policy and central bank monetary policy can have a 
highly damaging impact on business. 
 
The Political Environment 
The organization must react to the attitude of the political party in power at that time.  
The government is the nation’s largest supplier, employer, customer and investor and 
any change in government spending priorities will greatly affect business. 
 
Political influence will include legislation on trading, dividends, employment, 
privatization and unemployment. 
 
Most governments take actions on monopolies and restrictive practices, provide 
financial assistance to some ailing industries and take action to protect the 
environment. 
 
The Technological Environment 
This environment changes very rapidly and organizations must be constantly aware of 
what is going on. 
 
A lot of new technology is found in communications particularly the Internet and also 
in Information Technology. 
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Technological changes influence production techniques, the type of products made 
and the services provided. 
 
Failing to exploit IT and new production technology will lead to an organization 
falling behind its rivals and losing its competitive edge.  Most companies now deliver 
services through IT especially banks. 
 
Technology has led to the emergence of substitutes e.g. videos at home as opposed to 
going for cinemas. 
 
Managers should seek to understand that their firms are environment dependent and 
their decisions must take into account the external environmental factors. 
 

Competition 
Competitors are organizations that offer similar or alternative products or services to 
the customer.  Therefore the organization must compete for resources and also for 
market share.  Knowledge of competitors is very important for corporate success.  
The competitors’ strengths and weaknesses must be evaluated so as to develop 
competitive strategies.  Competitors affect a firm’s pricing decisions, location of 
industry, employment, product quality and attributes. 
 
NUMBER  TWO 

Prior to 1900, there was no systematic way of managing work.  Management was 
highly individualistic, adhoc, autocratic and not at all standardized.  The classical era, 
to which the scientific management belongs, marked the first attempt at developing 
and documenting guidelines to help managers move away from this approach. 
 
FW Taylor is regarded as the father of scientific management.  To discover better 
ways of management, he conducted a wide variety of experiments most of which 
involved time and motion studies. 
 
Taylor wanted to: 
(i) Know how long it should take a worker or a machine to perform a given task. 
(ii) Develop uniform standards of work. 
(iii) Find a method of matching workers to jobs 
(iv) Learn better ways to supervise and motivate personnel. 
 
Taylor’s main contributions: 

 Determining one best way of performing tasks:  managers should study work 
scientifically and determine one best way of performing the ob using Time and 
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Motion Studies.  This measures all tasks movements made by a worker and 
eliminates those that do not lead to activity. 

 Scientific method of selecting personnel:  workers must be scientifically selected 
and trained so that they can be more productive on their jobs.  Taylor knew some 
workers were more suited to a job than others. 

 Financial incentives:  workers should be given financial motivation to increase 
production efficiency.  At that time, the most common type of wages were hourly 
rates.  Taylor felt that motivation would be enhanced by piece-rate, a financial rate 
whereby workers would be paid according to what they produce other than the 
number of hours worked. 

 Functional foremanship:  Taylor advocated that responsibility be divided between 
managers and worker.  Managers should plan, direct and control the work process 
while workers should be responsible for performing actual tasks. 

 Each task must be scientifically designed so that it can replace the old ‘Rule of 
thumb’ method. 

 Encourage friendly interaction between management and employees but a clear 
separation of duties remain. 

 
Taylor however faces the following criticisms 

 He assumed workers are primarily motivated by money. 

 He regarded an organization as a machine and workers as part of it. 

 He failed to consider informal relationships in organizations characterized by 
social activities, rise of informal group leaders e.t.c. 

 He relied too much on his own experience and it is dangerous to generalize from 
just one experience.  Current organizations are faced with rapid change and 
competition. 

 
Other thinkers: 
 
Henry L Gantt: 
Gantt is one of the leading contributors to the scientific management theory. 
 
He believed that the piece rate system developed by Taylor was not having the desired 
level of impact and focused his attention on techniques that would further motivate 
workers. 
 
His main contributions are: 

(i) Bonus:  He developed the idea of bonus wage system. Production goals were 
set for workers and if the worker achieved the goals, a bonus in addition to the 
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day’s wage was provided.  The bonus was extended to the manager in charge of 
the subordinate. 

 
(ii) Gantt Chart:  This is a technique which shows on a graph, the scheduling of 

work to be done during any given period e.g. a chart might show which 
machine will be used or has been used for various tasks over time.  The chart is 
especially used today in many organizations especially manufacturing firms for 
production control and scheduling. 

 
Gilbreths  
A team of husband and wife, Frank and Lilian Gilbreths. 
 
Lilian focused on ways of promoting the welfare of the individual worker.  To her, the 
ultimate aim of scientific management was to help the workers reach their full 
potential as human beings. 
 
Frank studied motion and fatigue.  He found out that for every motion that was 
eliminated, fatigue was reduced. 
 
Main Contributions 
a) Three position plan of promotion:  This was intended to serve as an employee 

morale booster and also for development.  According to the plan, the worker 
carried out his present job, prepared for the next higher one and trained his 
successor, all at the same time.  Thus the worker is always a doer, learner and 
teacher. 

b) Job rotation:  Employees can be developed though rotating them in various tasks 
to improve performance. 

c) Training and development of workers:  This will improve worker productivity. 
 
NUMBER  THREE 

a) Control is a process that attempts to assure that the actual activities performed 
match the desired goals that have been set.  Control assures that deviations from 
the goals are corrected.  It provides feedback that can aid in setting future goals 
and standards.  Control systems are mechanisms. 

 
The control systems a manager can use may be classified into three categories:  
managerial discretion, timing and information. 
 
Managerial Discretion 
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This relates to the amount of discretion a manager has in completing the task i.e. the 
freedom or authority to make decisions or choices about a particular situation.  Such 
systems may be either cybernetic or non cybernetic. 
 
Cybernetic control systems are self-regulating i.e. they have built-in devices to 
automatically correct any deviations that may occur.  They are self-regulating and self 
operating, they eliminate the need for people overseeing tasks.  This system is useful 
for tasks and processes in which all of the steps and standards are very well known e.g 
the use of robots in production. 
 
Non cybernetic control systems are those in which managers use their own discretion 
in making decisions about how best to complete an activity and meet performance 
goals.  Quality circles allow the discretion of work groups in determining how best to 
complete a job and eliminate problems. 
 
Timing 
Steering controls anticipate results and guide an activity before the operation begins 
e.g. in new product development, demand is predicted, production schedules are set 
and expected delivery dates are defined beforehand. 
 
Yes-No controls assess an activity while it is in progress.  At checkpoints, progress is 
okayed, corrective action is taken or progress is halted.  Yes-No controls are used in 
scheduling of and timing of steps or procedures such as the Critical Path Method 
(CPM) or Project Evaluation and Review Technique (PERT). 
 
Post-action controls measure and evaluate the results of an activity after it is 
completed.  They provide information for rewards and planning.  They rely on 
feedback received from the system. 
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Information 
Control systems are designed to monitor and evaluate certain activities, therefore they 
are designed to accumulate and evaluate certain types of information - financial, 
physical and administrative. 
 
Information about financial resources is usually in the form of figures that show the 
amounts allocated and spent e.g. budgets, capital expenditures and cash flows. 
 
In production, information about scheduling, inventories, quality control and 
materials has to be collected, stored and retrieved. 
 
Human resource (administrative) information is collected showing records e.g. 
absenteeism, pay rises, training and performance evaluations. 

 
b) Drawbacks of control systems 
 
Game playing 
People look at controls as something to be beaten.  Many people look at rules and 
regulations as things to circumvent, the budget is frequently a version of ‘pad the 
budget,’ tax forms are never sincerely filled and most organizations ‘use’ every penny 
allocated to them - to justify that more resources are needed in the next budgetary 
season. 
 
These games are played within the procedures of the control system. 
 
Sabotage 
One form of sabotage is to create confusion.  Experts may complicate projects so that 
management cannot understand them or the resources to support the project. 
 
Inaccurate information 
Managers may supply inaccurate information to make themselves appear better while 
subordinates may report what they perceive management wants to hear. 
 
Realistic reports and expenses may not be reported if they contradict what 
management expects. 
 
Management may ask for information that has not been collected and subordinates 
may make up numbers or give their best guess. 
 
Illusion of control 
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Appearing to be in control is particularly important at the upper levels of the firm.  
Managers attempt to appear in control and to assure their superiors that everything is 
in order and flowing smoothly. 
 
Even in performance evaluation sessions, subordinates will attempt to appear in 
control and to deny the existence of any negative deviations from standards. 
 
NUMBER  FOUR 

Communication is the process of creating, transmitting and interpreting ideas, facts, 
opinions and feelings.  It is a process that is essentially a sharing one, a mutual 
interchange between two or more persons. 
 
The need for effective communication in an organization 
Communication is an integral part of management because it is only through it that a 
manager can make himself understood by his employees.  A manager must receive 
and give ideas, reports, instructions and give demonstrations. 
 
Besides through communication, a manager keeps the organization in touch with the 
external environment (customers, suppliers, dealers, government etc). 
 
Communication is therefore essential for affecting organizational performance.  
Effective and efficient communication results in better organizational performance. 
 
Effective communication helps managers to: 

 Establish and disseminate goals of an enterprise. 

 Develop plans for their achievement. 

 Organize human and non human resources. 

 Select, develop and appraise staff. 

 Control performance. 

 Direct, lead and motivate employees. 
 
How to improve organizational communication 
It is the responsibility of every manager to keep improving the process and making it 
more effective. 
 
Some ways of making communication more effective include: 
 

 Brevity - the message should be as brief and simple as possible.  A wordier 
message has higher chances of distortion. 
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 Appropriate vocabulary - the words and statements used by the sender should be 
those known and understood by the receiver.  Technical jargon should be avoided. 

 Accuracy - Irrelevant issues must be avoided. 

 Completeness - the message should be such that it contains all the needed 
information.  Nothing must be left to be guessed. 

 Selectivity - managers should send out and receive only that information they 
require.  Information overload can be confusing. 

 Use of visual devices - oral communication becomes more effective if 
complemented with visual aids. 

 Timeliness - information must be given at the time when it is required.  Untimely 
information is as bad as no information at all. 

 Empathy - the sender should try as much as possible to identify with the position 
and situation of the receiver. 

 Effective feedback system - there should be a mechanism of sending feedback 
within the organization. 

 Economy - the benefits of communication should justify its costs. 
 
NUMBER  FIVE 

The meaning of TQM 
TQM is relevant for TLB Ltd because TQM is designed to achieve customer 
satisfaction.  The key to TQM is for everyone to have well defined customers - an 
extension of the word, beyond the customers of the company, to anyone to whom an 
individual provides a service. 
 
Quality has to be managed in TQM, it will not just happen on its own.  TQM aims at 
getting quality right the first time. 
 
Staff recruitment - especially additional personnel may be needed to meet the 
requirements of TQM. 
 
Training and development is also part and parcel of TQM, which requires that 
employees and suppliers be trained to know what is expected of them.  Management 
should also encourage education and self-improvement at every level. 
 
Implementing TQM 
There is no one best way to implement TQM; each organization has to implement it 
in the manner that suits it the most. 
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Many firms start with an awareness program to educate both managers and other 
employees on what TQM means and how it will affect their jobs.  This involves 
encouraging managers to attend seminar and discussions on TQM, read about TQM 
and visit other firm already practicing TQM. 
 
The next step is a customer survey to find out their expectations about the firm and 
identify areas where these expectations aren’t being met. 
 
The results of the survey will form the starting point of implementing a quality 
program.  Implementation will be done step-by-step beginning with departments of 
greatest weakness. 
 
The process of TQM 
1. Analysis of customers’ needs.  They may need quality products efficient services 

etc.  Needs assessment may be carried out through a market survey using 
interviews and the questionnaire. 

2. Assessment of the degree to which these needs are being met. 
3. Establishment of the gap between the current state and the desired. 
4. Establishment of quality standards capable of satisfying customers’ needs. 
5. Putting in place programmes necessary to meet the standards.  These programmes 

may include training and development, incorporating quality objectives into 
strategic plans, forming quality teams (quality circles) and rewards for quality 
improvement. 

 
Elements of companies that follow TQM 

 There is absolute commitment by the chief executive and all senior managers to 
doing what is needed to change the culture.  Alongside this is total commitment to 
the program at every level. 

 Quality is everybody’s responsibility and it is customer driven not organization 
driven. 

 There is customer satisfaction. 

 There is real commitment to a continuous improvement of all processes. 

 Communication is excellent and multi-way. 

 Attention is focused first on the process and second on results. 

 There is an absence of strict control systems. 
 
CONCLUSION 
Implementation of TQM as a new strategy will help TLB  Ltd greatly.  The operations 
of the organization will be strengthened, team spirit will improve, the competitive 
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strength of TLB  will improve and all in all, TLB will meet its customer needs, which 
will make it remain very competitive. 
 
NUMBER   SIX 

Introduction 
The global trend towards an increasingly competitive market place has forced 
companies to find new ways of gaining competitive advantage.  The potentially critical 
role Information Technology (IT) can play in achieving this goal is well recognized. 
 
IT can be broadly defined as the convergence of computer technology and 
communications technology.  Many organizations’ activities have been enhanced 
through the use of computers. 
 
a) How computers contribute to efficient operations and management of an 

organization. 

 Computers have improved the level of efficiency and accuracy of information. 

 It has increased the volume of information that can be processed. 

 The speed at which information becomes available to more people. 

 The use of computers have eliminated cumbersome manual operations e.g. in 
accounting department where clerks have to deal with so many records. 

 Computers can reduce the cost of operations to the management in terms of space 
and the number of record clerks to be employed. 

 Complete computerization of organizational activities have made operations more 
efficient by making for it easier not only for users but also for managers to access 
virtually all information pertaining to activities of other departments and other 
sections of the organization.  Hence there is improved communication between 
the various functional units. 

 IT results in better customer service especially since staff can handle customer 
queries by accessing the organization data files. 

 The planning and control of the production department is enhanced with systems 
such as ‘Just-in-Time’ (JIT), ‘Materials Requirements Planning’ (MRP), ‘Computer 
Aided Design’ (CAD) and ‘Flexible Manufacturing System’ (FMS).  Stock control 
is likely to be easier as well. 

 
Effects of computerization problems in an organization 

 High displacement rates of employees at clerical and worker level. 

 Loss of data due to e.g. black outs delay operations and affect decision making. 

 Rapid changes in the use of computer languages and programmes make the cost of 
training and acquiring new packages expensive. 

Download more at www.ebookskenya.co.ke



  

 Security problems with data e.g. viruses or intruders.  These may cause huge losses 
to the organization. 

 Computer virus and computer bugs may affect the use of computers resulting to 
distortion and disappearance of data. 

 Resistance to change. 

 IT leads to changes in organizational structure as it encourages a tendency towards 
decentralization of authority with its associated problem. 

 Health problems may result from over use or poor use of the computer. 

 Easy access of information by lower level workers may lead to potential loss of 
status and power by managers.  Computers may therefore trigger emotional 
problems and stress to both managers and their subordinates. 

 
NUMBER  SEVEN 

Managers need to manage their time effectively - it is difficult to save time and 
managers simply lose more and more of it as days, weeks, months and years progress.  
They often find that by the end of the day, no more hours are remaining for doing 
any work. 
 
Managers must budget their time so that they can perform their daily tasks and have 
time for future strategic plans. 
 
Potential ways of wasting time: 

 Chatting too much on personal matters not related to work. 

 Long group or committee meetings. 

 Too many interruptions during working time. 

 Disorganization as a result of poor management. 

 Very little delegation. 

 Indecisiveness. 

 Lateness and absence. 
 
Ways to improve personal time management 

 Daily goals - know what you want to accomplish each day.  Prioritize and tackle 
the most important goal first. 

 Deadlines - set specific deadlines with time targets to achieve these tasks.  
Deadlines should be realistic and achievable. 

 Taking notes - use a notebook or diary all the time.  Keep a record of meetings 
and discussions as well as appointments, things to do and contacts of the people 
you deal with. 

Download more at www.ebookskenya.co.ke



  

 Use telephone - this should be the main communication link as it is quick for 
solving problems and is a two-way communication method. 

 Self-motivation - this will help managers accomplish tasks within a specified 
period. 

 Action-oriented - be action oriented.  If you plan to do something, do it. 

 Work plan - plan work in detail for today and tomorrow.  At the end of each day 
examine ways in which time has been wasted. 

 Managerial questions such as what to delegate or what priorities there are in 
decision-making process will help a manager find more efficient ways of attaining 
goals and objectives. 

 Avoid doing everything -  do the most important things that lead to significant 
results.  Delegate where possible.  A manager is a busy entrepreneur. 

 Reflective thinking - acquire this area of learning from one’s past experience, 
present and potential future activities. 

 Review and evaluate your experience - a review of past experiences will 
determine which ones were interesting and productive, this will help in choice of 
future activities. 

 Working in blocks of time - work undisturbed for a give block of time when you 
feel most effective. 

 
Managers must consider time as their major asset and invest wisely in managing their 
personal time.  They must concentrate on what is important, recognize time 
constraints, minimize disruptions and get information quickly.  All these will serve to 
create time to perform all their managerial tasks effectively. 
 
NUMBER  EIGHT 

There is not much point in ‘change for change’s sake’, and most people a need to be 
persuaded of the need to change.  Some people fear it.  Resistance to change in an 
organization usually happens because of lack of clear understanding of the effects of 
change. 
 
a) Reasons for employee resistance to change 

 Uncertainty - people are not sure of what might happen, whether they will be able 
to perform in the new setting.  This is insecurity. 

 Self interest - people fear change because it threatens their self-interest 

 They fear to lose control over others 

 They fear to lose position of expertise  

 They fear that the information they control may become accessible to others. 
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 Loss - people fear loss and therefore resist change e.g. fear to lose an income.  
This is economic loss. 

 Social loss - change may lead to loss of status symbols e.g. title, large office etc 

 Inconvenience - new procedures and techniques may have to be learned.  There 
could also be physical relocation. 

 Union opposition - labour union representatives usually oppose any changes 
proposed by management. 

 Destiny - even though change may be for the better, resentment arises when 
employees realize they have no control over their destiny. 

 
Other sources of resistance to change include: 

 Obsolescence of skills 

 Ego defensiveness 

 Peer pressure 

 Plain desire to maintain the status quo. 
 
b) How to overcome resistance to change 

 Provide information in advance: i.e. the reason for change, its nature, timing and 
impact on both the organization and the individual. 

 Encourage participation: If subordinate participation is encouraged in establishing 
the change, they will support change. 

 Guarantees against loss:  Give truthful guarantees that there will be no lay offs or 
pay reductions as a result of the changes. 

 Make only necessary changes:  Don’t make changes for the sake of change; every 
change introduced must be justified. 

 Build trust:  If a manager is trusted by employees’ resistance is likely to be less. 

 Counseling:  This will not only prevent rebellion but have some chance of 
stimulating voluntary adaptation. 

 Allow for negotiation:  Allow employees and managers to give their views and 
come to a consensus. 

 Maintain useful customs and informal relationships:  when possible changes could 
be made to coincide with the culture and personnel within the organization. 

 
Managerial decisions are affected by the external environment.  Organizational 
performance depends on the successful management of the opportunities, challenges 
and risks presented by the external environment. 
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A host of external factors influence a firm’s choice of direction and action and 
ultimately organizational structure and internal processes. 
 
Every firm is surrounded by 3 subcategories of environments: 
a) The operating environment comprising labour, creditors, suppliers, customers and 

competitors. 
b) The industry environment which comprise forces driving industry competition. 
c) The remote external environment which comprise economic, social, political, 

technological and ecological factors. 
 
One popular technique of analyzing the external environment is the SLEPT analysis 
which divides the environment into five related but separate systems - social, legal, 
economic, political and technical. 
 
The social and cultural environment 
The firm is influenced by changes in beliefs, values, habits and attitudes of society e.g. 

 With the shift away from 9 - 5 working days to more flexible forms in some 
companies, supermarkets open until late and also IT now allows people to bank 
throughout the night. 

 The number of women employees have also steadily increased and new policies 
have to be designed to cater for their ‘speed needs’ 

 Demographic changes affect demand e.g. emigration or falling birth rates.  
Changes in tastes and fashions also affect manufacturers especially in the fashion 
industry. 

 
Legal environment 
The legal environment is concerned with how a firm does its business and covers law 
of contract, treatment of workers, laws about the environment and legislation on 
competitive labour. 

 The law can affect the firm in several ways: strict health and safety regulations 
increase costs.  Premises failing to meet higher standards could be closed down or 
have their products banned.  Tobacco companies are at present faced with the 
prospect of a ban on advertising. 

 Management must also bear in mind other legal and regulatory parameters e.g. tax 
regulations and minimum wage allowed. 

 The government sometimes can become an unbeatable competitor by allowing 
itself sole rights over certain businesses e.g. communications or by fully owning 
certain natural resources.  Organizations must make strategic forecasts in such 
cases. 
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