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IntroductionIntroductionIntroductionIntroduction    

The idea of Growth Mindset is about the progressive way people think about their own 

abilities and talents. The idea was initially introduced by professor Carol Dwacks from 

Stanford University. She emphasises that, those with a growth mindset do not simply rely on 

“talent” but instead face challenges by digging in, working hard and doing whatever it takes 

to create success. The growth mindset inspires risk-taking, experimentation, the willingness 

to stumble, and even “fail” and to persist. They are on a life-long journey of growth and 

learning and they are able to trust that they will come out ahead. 

 

This is in contrast to the “fixed” mindset where people hold onto their talent for dear life as 

the proof of whether they can be successful and are afraid to make mistakes for fear that this 

will unmask their lack of talent and intelligence. Those with a fixed mindset hold themselves 

back and avoid challenge, feeling that they have to be “perfect” or else they are failures.-

Professor and Researcher-professor Carol Dwack 

 

Change our MindsetChange our MindsetChange our MindsetChange our Mindset    

Most people addicted to live a life with fixed mindset because it much easier to spent. That’s 

why we don’t see many, many great leaders around us that much in our country. Most 

importantly that is how our society have trained our mindsets, just to be comfortable with 

some small tasks and if it still feels difficult we can complain, resist or even protest against. 

The reason is we are trained to develop a fixed mindset that limits our imagination and to 

drive us to the find a conventional job in the given system. The way an entrepreneur thinks is 

totally different from someone who keep doing a 8 hour job. Being an entrepreneur is to get 

rid of this fixed mindset and develop a growth mind set within. Most of amazingly successful 

entrepreneurs in Sri Lanka and around the world are not really university graduates or smart 

people from rich families. In most cases they are from poor families and perhaps are from 

rural localities. The most common denominator that can be found is the Growth Mindset they 

have built throughout their early stages of life despite the failure in formal education.  
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Ask Yourself, On Which Side You Would Stay and Why? 

 

 

 

 

 

Explain Why? 

 

 

    

How to Spot a Fixed Minded PersonHow to Spot a Fixed Minded PersonHow to Spot a Fixed Minded PersonHow to Spot a Fixed Minded Person    

Some interesting phrases to understand a fixed minded person. 

Listen carefully and he/she would tell you most of the following things when you ask right 

questions: 

• I know challenges but I don’t like challenges. 

• Failure means, no one can do it. 

• Why don’t you focus on one thing and just do it? 

• Its not a feedback or advice it’s a personal attack on me. 

• Its better to settle down, taking risk is too dangerous. 

• You did it? Well, it is not a big deal; so many people have done it. 

• Success comes from skills and money. 

• I cannot bare the work pressure. 

• You know what, I just give it up. I don’t care. 

• I need a fixed job and fixed salary. 

• That problem is a difficult one to solve. 

• I don’t need you to try new things, just do what I say. 

• This is not the good time to test new things, because it may fail again. 

Easy to do, 
Comfortable 
and Stable 

Challenging, 
Risky and 

Progressive 
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Growth Mindset of Emerging EntrepreneursGrowth Mindset of Emerging EntrepreneursGrowth Mindset of Emerging EntrepreneursGrowth Mindset of Emerging Entrepreneurs    

 

    

Compare the DifferenceCompare the DifferenceCompare the DifferenceCompare the Difference    

Following table compares the difference between Fixed Mindset Vs Growth Mindset 

Fixed Mindset Growth Mindset 

• My abilities are limited and unchangeableMy abilities are limited and unchangeableMy abilities are limited and unchangeableMy abilities are limited and unchangeable    • My abilities and talents can be improved 

gradually with practice and sometimes rapidly 

• Failure is permanent and I can’t move forwardFailure is permanent and I can’t move forwardFailure is permanent and I can’t move forwardFailure is permanent and I can’t move forward    • Failure is a chance to learn and even pivot 

• I take critical feedback as a personal attackI take critical feedback as a personal attackI take critical feedback as a personal attackI take critical feedback as a personal attack    • Take feedback and even criticism as a 

chance to improve and to develop new 

solutions or systems 

• Focus on easier tasks and smaller targetsFocus on easier tasks and smaller targetsFocus on easier tasks and smaller targetsFocus on easier tasks and smaller targets    • Focus on effort as they love to take 

challenges and try new things 

• Never bother to enhance talents because Never bother to enhance talents because Never bother to enhance talents because Never bother to enhance talents because 

everything is difficult for themeverything is difficult for themeverything is difficult for themeverything is difficult for them    

• Invest more time on building talents because 

that’s what they believe in 

Every Business Start-up needs a paradigm shift in their Fixed Mindset.  

Mastered Skills  

Challenging Challenges 

Unstoppable Effort 

Inspire with Feedback 

Learning from Setbacks 
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• When they face and obstacle When they face and obstacle When they face and obstacle When they face and obstacle 

give up or resist or protestgive up or resist or protestgive up or resist or protestgive up or resist or protest    

• Focuses on simple performance Focuses on simple performance Focuses on simple performance Focuses on simple performance 

measurementsmeasurementsmeasurementsmeasurements    

• Less likely take risksLess likely take risksLess likely take risksLess likely take risks    

Five Factors to Develop Growth MindsetFive Factors to Develop Growth MindsetFive Factors to Develop Growth MindsetFive Factors to Develop Growth Mindset

For Trainers it is essential to understand the five main factors contribute to Growth Mindset. 

Following diagram depicts the five main factors and how they differ in the minds of two types 

of people. 

Growth MindsetGrowth MindsetGrowth MindsetGrowth Mindset    

How many of us keep quitting How many of us keep quitting How many of us keep quitting How many of us keep quitting 

when it is too when it is too when it is too when it is too difficult or when we difficult or when we difficult or when we difficult or when we 

fail? People with Growth Mindsets fail? People with Growth Mindsets fail? People with Growth Mindsets fail? People with Growth Mindsets 

will never give up, no matter how will never give up, no matter how will never give up, no matter how will never give up, no matter how 

Business Start
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When they face and obstacle When they face and obstacle When they face and obstacle When they face and obstacle ––––    answer is to answer is to answer is to answer is to 

    

• Obstacles are chances to do experi

and discover new solutions

Focuses on simple performance Focuses on simple performance Focuses on simple performance Focuses on simple performance • Focuses on continues improvements towards 

growth 

• Risk is the opportunity to test creativity and 

imagination 

Five Factors to Develop Growth MindsetFive Factors to Develop Growth MindsetFive Factors to Develop Growth MindsetFive Factors to Develop Growth Mindset    

ainers it is essential to understand the five main factors contribute to Growth Mindset. 

Following diagram depicts the five main factors and how they differ in the minds of two types 

How many of us keep quitting How many of us keep quitting How many of us keep quitting How many of us keep quitting 

difficult or when we difficult or when we difficult or when we difficult or when we 

fail? People with Growth Mindsets fail? People with Growth Mindsets fail? People with Growth Mindsets fail? People with Growth Mindsets 

will never give up, no matter how will never give up, no matter how will never give up, no matter how will never give up, no matter how 
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Obstacles are chances to do experiments 

and discover new solutions 

Focuses on continues improvements towards 

Risk is the opportunity to test creativity and 

ainers it is essential to understand the five main factors contribute to Growth Mindset. 

Following diagram depicts the five main factors and how they differ in the minds of two types 
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many times they fail, they will thrive. many times they fail, they will thrive. many times they fail, they will thrive. many times they fail, they will thrive.     

Never give up; you might be closer to reaching your goal than you think 

B Y  D A V I D  M C E L R O Y  

 

Self EvaluationSelf EvaluationSelf EvaluationSelf Evaluation    

Read the statements in the following assessment form and ask yourself  “Do I agree or 

disagree?” Based on your perception tick mark your answer in any of the four columns; 

Totally agree/Agree/Disagree and Totally Disagree. 

Statement Tota

lly 

Agre

e 

Agr

ee 

Disagre

e 

Totall

y 

Disag

ree 

1. Do a business just to earn my living     

2. I like to have a permanent income     

3. I’m afraid of facing challenges     

4. When there is a failure we have to be careful 

and wasting time on trying 

    

5. We have to focus on our everyday survival     

6. Most of feedback an advice of others are 

personal attack on me 

    

7. It’s better to settle down because taking risk is 

too dangerous 

    

8. It’s too late to learn everything now to start 

something new. 

    

9. Success comes from skills and money.     

10. Pressure is very high in doing business.     

11. If it is difficult I just give it up. I don’t care.     
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12. I need a fixed job and fixed salary.

13. Problems are killing us, no one to solve

14. I don’t want to try new things, just wanted to do 

only what I’m doing. 

15. This is not the good time to test new things, 

because it may fail again. 

Total the tick marks in each column

Multiply total with numbers of 

Total Marks 

    

    

    

Growth Mindset ScaleGrowth Mindset ScaleGrowth Mindset ScaleGrowth Mindset Scale    (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your 

mark)mark)mark)mark)    

 

 

 

    

    

    

    

Highly Fixed 
Mindset 

Moderately 
Fixed 

Mindset

Business Start
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d salary.   

re killing us, no one to solve.   

I don’t want to try new things, just wanted to do   

This is not the good time to test new things,   

Total the tick marks in each column   

of each column 1x...

=... 

2x.

..=.

.. 

 

(Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your 

rately 
Fixed 

Mindset 

Emerging 
Growth  

Mindset Growth 
Mindset 

Super 
Growth 

Mindset 
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3x....=..

... 

5x....

=... 

(Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your (Mark the total score in the scale below and draw a green line from 0 to your 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 10 

What you could do based on yWhat you could do based on yWhat you could do based on yWhat you could do based on your scoreour scoreour scoreour score    
    

Highly Fixed MindsetHighly Fixed MindsetHighly Fixed MindsetHighly Fixed Mindset    

If your score comes under (15-25) this category, you are a person who look for a permanent 

job and not ready to start a business. You probably don’t like to try new things and take 

risks. May be you have already missed so many opportunities in personal growth. You need 

to look for ways to develop a growth mindset by leaning about business and 

entrepreneurship. 

    

Moderately Fixed MindsetModerately Fixed MindsetModerately Fixed MindsetModerately Fixed Mindset    

26 to 45 range is called the people with moderately fixed mindsets. They prefer jobs but also 

like to start a business or have an idea/s in mind. You have to learn about business by taking 

part in business training so that you can develop growth mindset. Study more about great 

entrepreneurs in the world and learn how to unleash your real potential. 

    

Emerging Emerging Emerging Emerging     Growth  MindsetGrowth  MindsetGrowth  MindsetGrowth  Mindset    

You have already developed a certain level of growth mentality and have lots of potentials. 

You probably have done some experiments and already taken up risky interventions towards 

personal growth. Developing a proper business plan and getting advice are necessary for 

the next step towards improving your growth mindset. Develop a purpose for your life and 

business and get advice to design a business model so that you will be able to overcome 

difficulties in personal growth. 

    

GGGGrowth Mindsetrowth Mindsetrowth Mindsetrowth Mindset    

People with real growth mindset are able to score more than 61. You are a person with 

capabilities to start or improve your own business. You can think of diversifying the business 

to new products or services or new markets. You need master planning skills and people 

management skills. 
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Super Growth MindsetSuper Growth MindsetSuper Growth MindsetSuper Growth Mindset    

Powerful entrepreneurs would normally score up to this level. You are a role model to others 

and can coach others to develop growth mindset. 

Misconceptions of the growth mindsetMisconceptions of the growth mindsetMisconceptions of the growth mindsetMisconceptions of the growth mindset    

Across the business world, “growth mindset” has become a buzzword in many major 

companies, even working its way into their mission statements. But when we probe, we often 

discover that people’s understanding of the idea is limited. Let’s take a look at three common 

misconceptions. 

 

1.1.1.1. I already have it, and I always have.I already have it, and I always have.I already have it, and I always have.I already have it, and I always have.    People often confuse a growth mindset with 

being flexible or open-minded or with having a positive 

outlook — qualities they believe they’ve simply always had. 

We may call this a false growth mindset. Everyone is 

actually a mixture of fixed and growth mindsets, and that 

mixture continually evolves with experience. A “pure” growth 

mindset doesn’t exist, which we have to acknowledge in 

order to attain the benefits we seek. But if you are en 

entrepreneur you have to see what fixed mindset behaviors 

do I process and how to transform them? What changed I 

should make and how? 

 

2.2.2.2. A growth mindset is just about praising and rewarding effort.A growth mindset is just about praising and rewarding effort.A growth mindset is just about praising and rewarding effort.A growth mindset is just about praising and rewarding effort.    This isn’t true for 

students, entrepreneurs and not true for employees in 

organizations. In both settings, outcomes matter. 

Unproductive effort is never a good thing. It’s critical to 

reward not just effort but learning and progress, and to 

emphasize the processes that yield these things, such as 

seeking help from others, trying new strategies, and 

capitalizing on setbacks to move forward effectively.  
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3.3.3.3. Just espouse a growth mindset, and good things will happen.Just espouse a growth mindset, and good things will happen.Just espouse a growth mindset, and good things will happen.Just espouse a growth mindset, and good things will happen.    Mission statement of 

your business is wonderful. You can’t argue with lofty 

values displayed on office walls like growth, 

empowerment, or innovation. But what do they mean to 

you, as the leader, if the company doesn’t implement 

policies that make them real and attainable? They just 

amount to lip service. Entrepreneurs who embody a 

growth mindset should engage in appropriate risk-taking, knowing that some risks 

won’t work out. They are committed to the growth of every team member, not just in 

words but in deeds, such as broadly available development and advancement 

opportunities. And they continually reinforce growth mindset values with policies. 

 

If you are an entrepreneur you have to be careful since there are times we have our own 

fixed-mindset triggering moments. When we face challenges, receive criticism, or fare poorly 

compared with others, we can easily fall into insecurity or defensiveness, a response that 

inhibits growth. Our work environments, too, can be full of fixed-mindset triggers. A company 

that plays the talent game makes it harder for people to practice growth-mindset thinking and 

behaviour, such as sharing information, collaborating, innovating, seeking feedback, or 

admitting errors. 

 

Professor Carol Dweck 

 

21 Ways to Improve Your Growth Mindset21 Ways to Improve Your Growth Mindset21 Ways to Improve Your Growth Mindset21 Ways to Improve Your Growth Mindset    
 

1.1.1.1. Acknowledge and embrace imperfectAcknowledge and embrace imperfectAcknowledge and embrace imperfectAcknowledge and embrace imperfections.ions.ions.ions.    
    

Hiding from your weaknesses means you’ll never overcome them. It you are going to 

start a business means you are going to confront with risks and challenges. No one 

is perfect neither you are. Being imperfect means to know how to improve further. 

You always feel like you are in a journey of growth. When you compare your past 
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with you rather than with other, you realise how perfect you have become and how 

perfect you will be. 

 

2.2.2.2. View challenges as opportunities.View challenges as opportunities.View challenges as opportunities.View challenges as opportunities.    
    

Challenges are the essence of personal growth. But the society has defined them for 

us as some miserable threats that often come towards in bad times. This is a myth. 

Having a growth mindset means relishing opportunities for self-improvement. When 

you know how to turn negative challenge in to an opportunity by rephrasing the 

challenge and writing down it as a highly positive sentence, you will realize the power 

of opportunity. Always turn challenge or threat in to a totally opposite phrase, it will 

become an opportunity. 

 

3.3.3.3. Try different learning tTry different learning tTry different learning tTry different learning tactics.actics.actics.actics.    
    

Don’t stick to videos, when you want to learn about something. Just try a mix of ways 

such as books, articles, newspapers, audios, videos, internet, seminars, real 

experiments, advisory sessions and workshops. There’s no one-size-fits-all model for 

learning. What works for one person may not work for you. Learn about learning 

strategies. 

Most important thing is to keep yourself in the learning process throughout. Great 

thing you could to is to read about at least 10 great entrepreneurs/achievers in the 

world every month. 

 

4.4.4.4. Follow the research on brain plasticity.Follow the research on brain plasticity.Follow the research on brain plasticity.Follow the research on brain plasticity.    
    

Your brain has amazing ability to expand and rebuild neuron-networks with what you 

do every day. The brain isn’t fixed; the mind shouldn’t be either. What you have to do 

it to engage in activities that helps the brain to rebuild new neuron networks. 

According to Neuroscientists when we learn something new or go some place new 

our brain keeps creating new neuro-connections by building networks of neurons 

inside our brain.  
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Things you can enhance brain plasticity; 

-Practicing new skills 

-Learning new things 

-Positive relationships 

-Spending time with nature 

-Being kid to others not expecting 

-Exploring new places 

-Reading and telling stories 

-Doing exercises 

-Engaging in some adventurous activates 

-Meditation 

 

5.5.5.5. Replace the word “failing” with the word “learning.”Replace the word “failing” with the word “learning.”Replace the word “failing” with the word “learning.”Replace the word “failing” with the word “learning.”    
    

The word Fail does not exist in the real world. It is not the time where you have to 

decide to stop what you do but to restart what you have been doing. When you make 

a mistake or fall short of a goal, you haven’t failed; you’ve learned. Never rush to 

decide or judge whether you (or what you do) succeed or failed. Actually failure is a 

short-term setback that gives us the opportunity to interpret the life lessons of it. 

Failures are disguised teachers that come to us to give the best lesson we should 

learn in our lifetime. So, whenever you make a mistake or unable to achieve what 

you wanted, don’t see them as failures, but see them life lesson at all times. 

 

6.6.6.6. Stop seeking approval.Stop seeking approval.Stop seeking approval.Stop seeking approval.    
    

Seek to enrich your ideas not to approve them. When you prioritise approval over 

learning, you sacrifice your own potential for growth. Always believe in your unlimited 

inner potential for growth. If it is a business idea you love to implement, no one can 

decide where to do it or not. Of course you need some inspiration, enrichment and 

guidance from others to shape up your business idea you love to initiate. People with 

growth minds would never underestimate their own ability as well as the contribution 

of others to decide and do the right thing.  
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7.7.7.7. Value both the process and end result.Value both the process and end result.Value both the process and end result.Value both the process and end result.    
    

Use “process Thinking”. Everything around the business ecosystem are 

interconnected processes and even your business idea is a small process of a big 

process. Intelligent people enjoy the iterative learning process. Sometimes they don’t 

mind when it continues beyond an expected time frame. Laying out the process of 

achieving the goals or running the business is as important as defining the end 

results of it. 

Process thinking will expand our view on our business operations and helps us to 

see unlimited interconnected parts of the entire operation. Growth Minded people as 

questions such as; how does it connect to other things and what new connections we 

may have to make? 

    

8.8.8.8. Cultivate a Cultivate a Cultivate a Cultivate a sense of purpose.sense of purpose.sense of purpose.sense of purpose.    
    

Short and medium term achievements are very important for business success. Bust 

the most important thing is to focus on much bigger life purpose of doing business. 

Dweck’s research also showed that subjects (of her research) with a growth mindset 

had a greater sense of purpose. Having a great purpose means to keep the big 

picture in mind. Purpose of Steve Jobs was not build the most valuable brand in the 

world but to give the whole world/people, some exciting electronic devises that 

entertain, inspire and make people happy. That purpose has driven Apple to become 

the most valuable brand in the world. Having a bigger purpose means to be 

motivated by yourself and to motivate millions of other people. 

 

9.9.9.9. Take a Skill InventoryTake a Skill InventoryTake a Skill InventoryTake a Skill Inventory    
    

Growth can be measured in many way and the number of skills/talents you have 

developed is one aspect. You also can find out and rate the most important skills and 

the skills you are specialised with. In other words skills you have mastered the most 
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can be rated based on your own criteria to se the current growth in skill set and if you 

do its is easy to compare the growth of skills in few years from now. 

    

10.10.10.10. Celebrate growth with others.Celebrate growth with others.Celebrate growth with others.Celebrate growth with others.    
    

Every small achievement need to be celebrated and every learning need to be 

incorporated in your growth process. If you truly appreciate growth, you’ll want to 

share your progress with others. You can also celebrate growth and achievements of 

others and get inspire. 

    

11.11.11.11. Emphasise growth over speed.Emphasise growth over speed.Emphasise growth over speed.Emphasise growth over speed.    
    

Learning fast isn’t the same as learning well, and learning well sometimes requires 

allowing time for mistakes. If you want to develop growth mindset, you have to allow 

the flow of knowledge in to your mind and have to invest more time on practicing new 

skills. If there is a delay due to learning requirement, you have to take that time. The 

more sweat on training means we are going to take less time to mart victory in the 

battle. 

    

12.12.12.12. Portray criticism as positive.Portray criticism as positive.Portray criticism as positive.Portray criticism as positive.    
    

Don’t listen to the words of criticism but listen to the meaning that makes. If there is a 

good point in that meaning, take is seriously, who ever said that? But the words 

uttered by someone make no sense, just let it go. Don’t even try to react. If the 

meaning of any criticism makes sense, there must be a concept in that meaning. You 

don’t have to use that term, “constructive criticism,” but you do have to believe in the 

concept. 

 

13.13.13.13. Opportunities for reflection.Opportunities for reflection.Opportunities for reflection.Opportunities for reflection.    
    

How often do you reflect your growth and learning? Is it daily basis, weekly or 

monthly? Reflecting on what we lean is one of the most important thing that we all 
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have to allocate some reasonable time every day. Having a coffee in the evening and 

reflecting on your learning by writing them on your note book will make your day full 

of tiny but remarkable achievements. 

 

14.14.14.14. Place effort before Place effort before Place effort before Place effort before talent.talent.talent.talent.    
    

It is not always the talent which make you a winner but the number of attempts you 

made till you mark the victory. Hard work should always be rewarded before inherent 

skill. No one is talented when they start trying for something for the first time. We are 

eager to appreciate what we achieve and what talents we have. But hardly 

appreciate the endurance of our effort we maintain that sharpen our talents while 

ensuring the result. 

 

15.15.15.15. Highlight the relationship between learning and “brain Highlight the relationship between learning and “brain Highlight the relationship between learning and “brain Highlight the relationship between learning and “brain 

training.”training.”training.”training.”    
    

Your brain has one hundred billion neurons and they can make connections as much 

as the number of stars in the universe. Potential of your brain is unlimited and so 

does the potential in your mind. The brain is like a muscle that needs to be worked 

out, just like the body. Make sure to engage things that make your brain get proper 

training every day. 

    

16.16.16.16. Use the word “yet”Use the word “yet”Use the word “yet”Use the word “yet”    
    

Professor Dweck says “not yet” has become one of her favourite phrases. Whenever 

you feel you are struggling with a task or a skill, just tell yourself that haven’t 

mastered it yet. Never say that I cannot do it, but say I still have time. The word Yet, 

give the sense of hope and motivation to keep the momentum throughout. We tend 

to say that, I should have done it! But never use that phrase and instead use the 

word “Yet”. 
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17.17.17.17. Learn from other people’s mistakes.Learn from other people’s mistakes.Learn from other people’s mistakes.Learn from other people’s mistakes.    
    

It’s not always wise to compare yourself to others, but it is important to realise that 

humans share the same weaknesses. Compare yourself today with who you are 

some 10 years ago. Humans used to compare themselves with the richest people in 

the planet and that is something you should never do in your lifetime. You are the 

only one, you can call “Me” in this world and there is no other persona like you in this 

planet. SO, why do you compare yourself with some totally different individual or his 

wealth or talents? 

 

18.18.18.18. Make a new goal for every goal accomplished.Make a new goal for every goal accomplished.Make a new goal for every goal accomplished.Make a new goal for every goal accomplished.    

    
You’ll never be done chasing goals and learning. Just because your education is 

over or you complete a degree, doesn’t mean you should stop being interested in a 

subject. Growth-minded people know how to constantly create new goals to keep 

themselves stimulated. 

 

19.19.19.19. Take risks in the company of others.Take risks in the company of others.Take risks in the company of others.Take risks in the company of others.    
    

Stop trying to save face all the time and just let yourself goof up now and then. It will 

make it easier to take risks in the future. Both risk and opportunity are connected to 

different interconnected processes around you. Amazingly there are always the 

people-factor that influence those processes and connections. So, when and if you 

know the people they will help you to mitigate risks. If you have already built great 

relationships, you may have anticipated hundred strategies to overcome risks in your 

business o profession. 

 

20.20.20.20. Think realistically about time and effort.Think realistically about time and effort.Think realistically about time and effort.Think realistically about time and effort.    
    

You need to be productive against time but you also need to be realistic. 100 meter 

Olympic athletes have to practice 10 years to run a race of 10 seconds. This looks 

crazy but that’s how champions with growth mindset, invest time and effort 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 19 

realistically in a bigger scale to get what they want. It takes time to learn. Don’t 

expect to master every topic under the sun in one sitting. 

    

21.21.21.21. Take ownership over your attitude.Take ownership over your attitude.Take ownership over your attitude.Take ownership over your attitude.    

    
Our decisions come from our own mind, based on the way it process information. It 

also based on the learning we accumulated throughout. When you develop growth 

mindset, you know what you are thinking and how you make decisions. Put your 

fullest attention on how your mind comes in to conclusions and make decisions and 

have a certain power to navigate your thought process. This is a skill that every 

growth minded person should master every day. Once you develop a growth 

mindset, own it. Acknowledge yourself as someone who possesses a growth 

mentality and be proud to let it guide you throughout your educational career. 

 

Case CollectionCase CollectionCase CollectionCase Collection    
 

Apple 

That time Apple was not actually making a big progress in profitability and computer market 

was highly competitive. CEO, Steve Jobs was getting lots of feedbacks from customers and 

competitors and he was analysing the challenges ahead. He was crazy to find a new way a 

destructive way to innovate the market system. He was hungry and eager to go for 

something really big. Apple was good at making computers, Mc/Mackintosh was their brand 

and that’s what they were specialised about.  

Suddenly At one of the production meetings with engineers and innovators of Apple, Steve 

Job was talking about making a music device that is useful for those who travel and a very 

special one to give them the opportunity to store a huge collection of albums. Highly 

experienced Apple engineers, strongly condemn his idea of shifting production from 

computers to music devices. There was a big debate throughout and finally despite counter 

arguments, Steve decided to go for this new production and that made Apple a profit making 
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company again and the product was iPod. The decision expanded the market size of the 

company several times and opened multiple opportunities for the future. 

 

CBL 

At a time CBL was making several kinds of biscuits and no big different form their 

competitors. It was a difficult time and market leader by the time was so aggressive. Growth 

minds start brainstorming new ways to face the challenges. After learning from the prevailing 

market development and the behaviour of competitors, CBL came up with a new range 

biscuits, new tastes and branding campaigns that are uncommon and unique to CBL. Not a 

single competitor could replicate the new products and branding strategies and in a very 

short period of time CBL became the market leader and still is the unbeatable leader. 

 

Thierry Henry  

When Thierry Henry first moved to Arsenal, he was short on confidence and low on goals; in 

fact, he failed to score in his first 8 games. At the time, he said "I've literally had to go back to 

school and be re-taught everything about the art of striking". This quote helps as young 

people often only see the end product and not the work that has gone in to getting there. 

Cool quotes are one thing, but to really capture student's attention, show them his 

Twitter bio which further drives home his point. 

 

Google 

In the late 1990s, Larry Page was struggling to sell his product to various businesses. 

Fortunately for him, no-one wanted to buy it, so he set up his own company, Google. He is 

an advocate of moon-shot thinking, which in his words is 'having a healthy disregard for the 

impossible'. 
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Growth MindsetGrowth MindsetGrowth MindsetGrowth Mindset    GameGameGameGame    

Give some instructions to your audience to get ready for a question game and they have to 

write down the answers individually, on a sheet of paper. Tell them that, “I’m going to tell you 

a story and ask questions”, Ask your audience the following questions, carefully and tactfully 

to raise curiosity of participants; 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Question Question Question Question ––––1. How do you put giraffe in to a refrigerator in three steps?1. How do you put giraffe in to a refrigerator in three steps?1. How do you put giraffe in to a refrigerator in three steps?1. How do you put giraffe in to a refrigerator in three steps?    

Let them write the answers and give them one minute to do it. 

Answer – Open the door of fridge, put the elephant and close the door. 

Discussion – Ask the audience to tell their answers and share with them the right 

answer. 

Lesson is Lesson is Lesson is Lesson is ––––    Don’t be too serious, when the question is simple.Don’t be too serious, when the question is simple.Don’t be too serious, when the question is simple.Don’t be too serious, when the question is simple.    

Question Question Question Question ––––    2. How to put an elephant in to the refrigerator in four steps?2. How to put an elephant in to the refrigerator in four steps?2. How to put an elephant in to the refrigerator in four steps?2. How to put an elephant in to the refrigerator in four steps?    

Let them write the answers and give them one minute to do it. 

Answer – Open the door, remove the giraffe, put the elephant and close the door. 

Discussion – Ask the audience to tell their answers and share with them the right 

answer. 

Lesson is Lesson is Lesson is Lesson is ––––    Don’t make the same mistakeDon’t make the same mistakeDon’t make the same mistakeDon’t make the same mistake    again.again.again.again. 
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Question Question Question Question ––––    2. There was a river by the jungle and this river is full of killer crocodiles. 2. There was a river by the jungle and this river is full of killer crocodiles. 2. There was a river by the jungle and this river is full of killer crocodiles. 2. There was a river by the jungle and this river is full of killer crocodiles. 

Water level is about 5 feet everywhere. River flows towards east and it is getWater level is about 5 feet everywhere. River flows towards east and it is getWater level is about 5 feet everywhere. River flows towards east and it is getWater level is about 5 feet everywhere. River flows towards east and it is getting dark. ting dark. ting dark. ting dark. 

If you have to cross the river now, what strategies would you use to go to the other If you have to cross the river now, what strategies would you use to go to the other If you have to cross the river now, what strategies would you use to go to the other If you have to cross the river now, what strategies would you use to go to the other 

side of the river?side of the river?side of the river?side of the river?    

Let them write the answers and give them one minute to do it. 

Answer – Not to worry, all the animal are in lion’s meeting. 

Discussion – Ask the audience to tell their answers and share with them the right 

answer. 

Lesson is Lesson is Lesson is Lesson is ––––    If you don’t see the connection of s story you are going to make mistakes. If you don’t see the connection of s story you are going to make mistakes. If you don’t see the connection of s story you are going to make mistakes. If you don’t see the connection of s story you are going to make mistakes. 

See the connections and think about the process. That’s how growth minds see the See the connections and think about the process. That’s how growth minds see the See the connections and think about the process. That’s how growth minds see the See the connections and think about the process. That’s how growth minds see the 

big picture.big picture.big picture.big picture. 

Question Question Question Question ––––    2. There was a meeting in the jungle organized by the Lion. All the animal 2. There was a meeting in the jungle organized by the Lion. All the animal 2. There was a meeting in the jungle organized by the Lion. All the animal 2. There was a meeting in the jungle organized by the Lion. All the animal 

were invited and they went. Eventually the lion found that one crazy animal out of all were invited and they went. Eventually the lion found that one crazy animal out of all were invited and they went. Eventually the lion found that one crazy animal out of all were invited and they went. Eventually the lion found that one crazy animal out of all 

has not respected his invitation. What animal could have been absent in lhas not respected his invitation. What animal could have been absent in lhas not respected his invitation. What animal could have been absent in lhas not respected his invitation. What animal could have been absent in lions ions ions ions 

meeting? Why?meeting? Why?meeting? Why?meeting? Why?    

Let them write the answers and give them one minute to do it. 

Answer – Elephant, because it is still in the fridge. 

Discussion – Ask the audience to tell their answers and share with them the right 

answer. 

Lesson is Lesson is Lesson is Lesson is ––––    Never forget to leaNever forget to leaNever forget to leaNever forget to learn from the failure. Reflect the lessons and use that rn from the failure. Reflect the lessons and use that rn from the failure. Reflect the lessons and use that rn from the failure. Reflect the lessons and use that 

information to take decisions.information to take decisions.information to take decisions.information to take decisions. 
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2.2.2.2. LLLLeadershipeadershipeadershipeadership    SSSSkillskillskillskills    
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IntroductionIntroductionIntroductionIntroduction    
    

LeaderLeaderLeaderLeader    

• Leaders are individuals who establish direction for a working group of individuals who 

gain commitment from this group of members to this direction and who then motivate 

these members to achieve the direction’s outcomes. (Conger, 1992: 18) 

• "A leader shapes and shares a vision which gives point to the work of others."- 

Charles Handy (1992) 

• "Leaders are individuals who establish direction for a working group of individuals 

who gain commitment form these group of members to this direction and who then 

motivate these members to achieve the direction's outcomes.”- - Conger, J.A. 

‘Learning to Lead’ San Francisco: Jossey-Bass (1992, p18) 

• "Leaders are those who consistently make effective contributions to social order, and 

who are expected and perceived to do so.” - - Hosking (1988, p.153) 

 

 

LeadershipLeadershipLeadershipLeadership    

• Leadership requires using power to influence the thoughts and actions of other 

people. (Zalenik, 1992) 

• Leadership is that process in which one person sets the purpose or direction for one 

or more other persons and gets them to move along together with him or her and 

with each other in that direction with competence and full commitment. (Jaques & 

Clement, 1994: 4) 

• Leadership is the ability to evaluate and or forecast a long term plan or policy and 

influence the followers towards the achievement of the said strategy. - Adeoye 

Mayowa: A Leadership Manager in Nigeria (2009) 

 

THE ONLY THINGS HAPPEN NATURAL IN ORGANIZATIONS: 
FRICTION, CONFUSION, UNDERPERFORMANCE. EVERYTHING ELSE 

REQUIRES LEADERSHIP-Peter Drucker 
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DefinitionDefinitionDefinitionDefinition    ----    While there are many definitions the working definition used for this study is 

“Leadership skill is the art of motivating or inspiring a group of people to work towards 

achieving a common goal or a common vision. The skills that makes others want to follow 

his or her direction.” 

 

Evolution of Leadership TheoryEvolution of Leadership TheoryEvolution of Leadership TheoryEvolution of Leadership Theory    

 

 

The effectiveness of your business will never rise above your ability to lead and influence 

others. Leadership is not reserved for “born“born“born“born    leaders.”leaders.”leaders.”leaders.” Leadership is developed, not 

discovered. Born leaders will always emerge, but to Stay on top, natural leadership 

characteristics must be developed. Work will never rise above your ability to lead and 

influence others. Leadership is not reserved for “born“born“born“born    leaders.”leaders.”leaders.”leaders.” Leadership is developed, not 

discovered. Leaders and managers are not the same. While leaders may be effective 

managers, not all managers can rightfully be called leaders. Managers who are leaders 

inspire, motivate, and energize people with their clear visions and strategies towards a 

shared goal. On the other hand, mainstream and traditional managers are short-term 

oriented, and more concerned with day-to-day activities. Nevertheless, they are efficient at 

organizing, allocating, controlling, and monitoring resources.“In the past a leader was a 
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boss. Today’s leaders must be partners with their people. They no longer can lead solely 

based on positional power. As a leader you have the incredible opportunity to bring out the 

best in others—but to do so you must draw out the best in yourself, 

 

• Managers do things right—but leaders do the right things. That’s the fundamental 

difference between a leader and a manager. As a leader, you discern the right 

course, set the pace, influence others to follow, and inspire them to excellence and 

success.  
• You must show them—not just tell them. You don’t push rope—you pull it.  
• You develop trust through integrity and model the behaviour and outcomes they wish 

to produce. As a leader, you must mean and act what you say.  
• As you make positive affirmations, think positive thoughts, and listen to positive 

people, your can-do attitude will inevitable lead you and your team to success! 
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If you are an Excellent BusineIf you are an Excellent BusineIf you are an Excellent BusineIf you are an Excellent Business Leader…ss Leader…ss Leader…ss Leader…    

 

 

    

    

    

    

    

 

Five Levels of Five Levels of Five Levels of Five Levels of 

LeadershipLeadershipLeadershipLeadership    

 

 

 

 

 

To become the ultimate leader, we have to first understand that there are 5 levels. We also 

need to understand where we stand at the moment and what it takes to get to the next level. 

Of course, we should keep in mind that there are trade-offs the higher we go. The higher the 

level, the more commitment, the easier we are to read but also the greater our growth. Level 

4 Leaders develop other leaders which will ensure the long-term growth of your organization 

and its people. Whereas Level 5 is reserved for leaders who have spent years growing 

people and organizations. Only a few make it. Those that do are bigger than life. Level 5 

Excellent leaders keep control of 
the “Big 3” 

1. Finances 
2. Personnel 
3. Plan 

Excellent leaders avoid the “seven deadly sins” 
1. Trying to be liked rather than respected. 
2. Not asking team members for advice and 

help. 
3. Thwarting personal talent by emphasizing 

rules rather than skills. 
4. Not keeping criticism constructive. 
5. Not developing a sense of responsibility in 

team members. 
6. Failing to keep people informed. 
7. Not nurturing, developing and coaching 

people. 

You Have to Lead-Vision, Mission 
and Action 

Manage-Plan, Organize, 
Implement and Control 
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Leaders would include people in history like Martin Luther King and more recent leaders 

such as Steve Jobs. 

    

Level 1: Position / RightsLevel 1: Position / RightsLevel 1: Position / RightsLevel 1: Position / Rights    

At stage one, an authority figure exerts control largely because of position. Often, a leader at 

this level rules by intimidation. People will follow because they have to. Otherwise, 

employees will not exert effort beyond their job description or what is required. At this level of 

leadership, staff lacks commitment leading to high turnover and low morale within the 

organization.  

Indicators of excellence: Indicators of excellence: Indicators of excellence: Indicators of excellence:     

• Highly skilled. 

• Knows job description thoroughly.  

• Strong initiative.  

• Proactive.  

• Highly responsible. 

• Aware of the history of the organization, relate the organization’s history to the 

people of the organization 

• Do your job with consistent excellence. 

• Offer creative ideas for change and improvement. 

LevelLevelLevelLevel    2:2:2:2:    PermissionPermissionPermissionPermission    ////    RelationshipRelationshipRelationshipRelationship    

At this level, a permission leader relies on people interrelationships with strong emphasis on 

bringing people together. Employees begin to follow beyond the leader’s stated authority. 

Indicators of excellence: 

• Possess a genuine love for people. 

• Make those who work with you more successful. 

• See through other people’s eyes. 

• Love people more than procedures. 

• Do “win-win” or don’t do it. 

• Include others in your journey. 
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• Deal wisely with difficult people. 

 

LevelLevelLevelLevel    3:3:3:3:    ProducProducProducProductiontiontiontion    ////    ResultsResultsResultsResults    

At level three, the leader brings the people together on a journey to accomplish a purpose, 

allowing them to share in the glory of results. People follow to accomplish an objective. 

Indicators of excellence: 

 

• Initiate and accept responsibility for growth. 

• Develop and follow a statement of purpose. 

• Make your job description and energy an integral part of the statement of purpose. 

• Develop accountability for results, beginning with yourself. 

• Know and do the things that give a high return. 

• Communicate the strategy and vision of the organization. 

• Become a change-agent and understand timing. 

• Make the difficult decisions that will make a difference. 

LevelLevelLevelLevel    4:4:4:4:    PeoplePeoplePeoplePeople    DevelopmentDevelopmentDevelopmentDevelopment    ////    ReproductionReproductionReproductionReproduction    

A leader at this stage empowers followers and helps them grow personally. People follow 

because of loyalty brought about by how the leader has helped them grow.  

Indicators of excellence:  

• Realize that people are your most valuable asset. 

• Place a priority on developing people. 

• Be a model for others to follow. 

• Pour your leadership efforts into the top 20 percent of your people. 

• Expose key leaders to growth opportunities. 

• Be able to attract other winners/producers to the common goal. 

• Surround yourself with an inner core that complements your leadership. 

LevelLevelLevelLevel    5:5:5:5:    PersPersPersPersonhoodonhoodonhoodonhood    ////    RespectRespectRespectRespect    
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A level five leader has spent years growing people and organizations. People follow because 

of who and what the leader represents.  

Indicators of excellence 

• Your followers are loyal and sacrificial. 

• You have spent years mentoring and molding leaders. 

• You have become a statesman/consultant, and are sought out by others. 

• Your greatest joy comes from watching others grow and develop. 

• You transcend the organization.. 

    

Six styles of leadership used by Business LeadersSix styles of leadership used by Business LeadersSix styles of leadership used by Business LeadersSix styles of leadership used by Business Leaders    

Leaders use different styles in leading 

their people. Goleman has categorized 

these styles under six areas. Each of 

the six styles has it’s strengths and 

weaknesses.  For each style there are 

situations where it’s warranted.  The 

challenge, of course, is knowing the 

pros/cons of each style, and using them 

appropriately. 

 

• CommandingCommandingCommandingCommanding – “Do what I say”. 

 Specifies the what and how. 

• VisionaryVisionaryVisionaryVisionary – “Come with me”.  Sets a clear vision, leaves the means open. 

• AffiliativeAffiliativeAffiliativeAffiliative – “People come first”.  Builds team harmony and morale. 

• DemocraticDemocraticDemocraticDemocratic – “What shall we do?”.  Gives workers a voice. 

• PacesettingPacesettingPacesettingPacesetting – “I will set the example”.  Demonstrates high performance. 

• CoachingCoachingCoachingCoaching – “Here’s how we can do it better”.  Focuses on employee development.  

 



 

RE 

 

 

 

Six leadership Styles of Goleman

    
 

 

    

Business Start
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1.1.1.1. TheTheTheThe    CommandingCommandingCommandingCommanding    StylStylStylStyleeee 

 

The Commanding style can be effective at pushing through change, especially when the 

changes involve removing barriers and old ways of doing things.  It demands immediate 

compliance. Works best in crisis or with problematic people. The problems with the 

Commanding style are numerous: 

 It reduces motivation because it reduces employee sense of ownership, responsibility 

and satisfaction of a job well done. 

 It reduces initiative and innovation. 

 

The Commanding style should only be used in extreme circumstances, and for a limited 

time. 

2.2.2.2. TheTheTheThe    VisionaryVisionaryVisionaryVisionary    StyleStyleStyleStyle 

 

The Visionary style requires a clear vision, and the ability to communicate that vision, to be 

effective.  It also requires articulating standards for success (eg KPIs), and having 

confidence in the team to stay away from prescribing the means to carry out the work.  On 

its own, the Visionary style does not deal well with individual instances of poor performance, 

but in general this style is the most effective for mobilisng people towards a vision.  

3.3.3.3. TheTheTheThe    AffilAffilAffilAffiliativeiativeiativeiative    StyleStyleStyleStyle 

 

The affiliative style is particularly important when building new teams, restoring trust, and 

managing institutional change.  It requires a leader who is comfortable sharing their own 

personal experiences, and who can listen actively.  It requires a higher amount of emotional 

intelligence to be effective with this style.  The danger with this style is that it may lead to 

avoiding necessary conflict, and ignoring poor performance.  Create emotional binds and 

harmony. Works best to heal rifts in teams or motivate people in stressful times. 
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4.4.4.4. TheTheTheThe    DemocraticDemocraticDemocraticDemocratic    StyleStyleStyleStyle 

 

The democratic style is effective when you really need the buy-in of stakeholders.  When you 

recognize that fiat might get compliance, but the cost of the compliance is high.  The 

challenge with the democratic style is that it needs to be authentic.  People need an 

opportunity to speak and really be heard.  This can be time-consuming and may also be 

frustrating.  It requires a leader with excellent facilitation skill to keep control of the 

participatory process.  It is mostly effectively used for specific difficult decisions – especially 

when the leader is uncertain about the course of action. 

5.5.5.5. TheTheTheThe    PacesettingPacesettingPacesettingPacesetting    StyleStyleStyleStyle 

 

The pacesetting style is a natural style for people who were recently promoted up to 

manager due to their outstanding performance as an individual contributor.  The problem 

with this situation is that management is more than just being the official pacesetter.  The 

pacesetter style may work when all members of a team are intrinsically-motivated high-

performers who need little direction.  But in practice setting the pace is not nearly sufficient 

to shape, motivate end energize a team to accomplish great things. 

6.6.6.6. TheTheTheThe    CoachingCoachingCoachingCoaching    StyleStyleStyleStyle 

 

The coaching style requires a manager who is capable of giving performance feedback that 

motivates rather than creates fear.  This requires some skill.   It also requires an employee 

who is aware of their performance and receptive to improvement.  It’s unfortunate that in 

many circumstances one or more of these requirements are lacking.  However, when things 

align, coaching can have a huge impact on the business.  

ClimateClimateClimateClimate––––    

Goleman talks a little about the climate in a business or team and how it strongly correlates 

with performance.  He also mentions survey results that associate each leadership style with 

its effect on climate: 
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 Visionary  (+.54) 

 Affiliative       (+.46) 

 Democratic    (+.43) 

 Coaching       (+.42) 

 Pacesetting    (-.25) 

 Commanding        (-.26) 

 

Emotional Intelligence ModelEmotional Intelligence ModelEmotional Intelligence ModelEmotional Intelligence Model    

Goleman also connects the styles with the necessary emotional intelligence capabilities 

required to be able to use the style.  He found that while the qualities traditionally associated 

with leadership such as intelligence, toughness, determination and vision are required for 

success, they are insufficient. Truly effective leaders are also distinguished by a high degree 

of emotional intelligence, which includes: He defines four Emotional Intelligence capabilities, 

each with several traits: 

• SelfSelfSelfSelf----awarenessawarenessawarenessawareness    

The ability to recognise what you are feeling, to understand your habitual emotional 

responses to events and to recognise how your emotions affect your behaviour and 

performance. When you are self-aware, you see yourself as others see you, and 

have a good sense of your 

own abilities and current limitations. 

• Managing emotionsManaging emotionsManaging emotionsManaging emotions    

The ability to stay focused and think clearly even when experiencing powerful 

emotions. 

Being able to manage your own emotional state is essential for taking responsibility 

for your 

actions, and can save you from hasty decisions that you later regret. 

• Motivating oneselfMotivating oneselfMotivating oneselfMotivating oneself    

The ability to use your deepest emotions to move and guide you towards your goals. 

This ability 

Pacesetting has such a negative effect on climate, and should 
be used sparingly. Goleman too was surprised.  But delving a 
little deeper revealed the issue: the pacesetting style does not 
provide the motivation or support needed for workers to learn, 
improve and excel. 
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enables you to take the initiative and to persevere in the face of obstacles and 

setbacks. 

• EEEEmpathympathympathympathy    

The ability to sense, understand and respond to what other people are feeling. 

Self-awareness is essential to having empathy with others. If you are not aware of 

your own 

emotions, you will not be able to read the emotions of others. 

• Social SkillSocial SkillSocial SkillSocial Skill    

The ability to manage, influence and inspire emotions in others. 

Being able to handle emotions in relationships and being able to influence and 

inspire others are 

essential foundation skills for successful teamwork and leadership. 

 

(EI) EmotionalEI) EmotionalEI) EmotionalEI) Emotional    intelligencintelligencintelligencintelligence questionnairee questionnairee questionnairee questionnaire    

This self-assessment questionnaire is designed to get you thinking about the various 

competences 

of emotional intelligence as they apply to you.  

 

What you need to doWhat you need to doWhat you need to doWhat you need to do    

    

1. Assess and score each of the questionnaire's statements. 

Score your assessment, using a scale where 

▪ 1 indicates that the statement does NOT apply at all 

▪ 3 indicates that the statement applies about half the time 

▪ 5 indicates that the statement ALWAYS applies to you 

2. Total and interpret your results 

▪ Transfer your scores to the calculation table and total your results. 

(Remember, the answers you give are likely to vary depending on your mood when you take 

it.) 

3. Consider your results and identify one or two actions you can take immediately to 

strengthen your emotional intelligence. 
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Assess and scorAssess and scorAssess and scorAssess and score how much each statement applies to youe how much each statement applies to youe how much each statement applies to youe how much each statement applies to you;;;;    
    

 How much does each How much does each How much does each How much does each 

statement apply to youstatement apply to youstatement apply to youstatement apply to you    
Mark your scoreMark your scoreMark your scoreMark your score    

 Read each statement and Read each statement and Read each statement and Read each statement and 

decide how strongly the decide how strongly the decide how strongly the decide how strongly the 

statement applies to YOU.statement applies to YOU.statement applies to YOU.statement applies to YOU.    

Score yourself 1 to 5 based Score yourself 1 to 5 based Score yourself 1 to 5 based Score yourself 1 to 5 based 

on the following guide.on the following guide.on the following guide.on the following guide.    

1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 

AAAApplies half the time ~ 5 = pplies half the time ~ 5 = pplies half the time ~ 5 = pplies half the time ~ 5 = 

Always appliesAlways appliesAlways appliesAlways applies    

Circle the numberCircle the numberCircle the numberCircle the number    

that shows how stronglythat shows how stronglythat shows how stronglythat shows how strongly    

the statement appliesthe statement appliesthe statement appliesthe statement applies    

1 I realise immediately 

when I lose my temper  

1111    2222    3333    4444    5555    

2 I can 'reframe' bad 

situations quickly 

1111    2222    3333    4444    5555    

3 I am able to always 

motive myself to do 

difficult tasks  

1111    2222    3333    4444    5555    

4 I am always able to see 

things from the other 

person's viewpoint  

1111    2222    3333    4444    5555    

5 I am an excellent listener  1111    2222    3333    4444    5555    

6 I know when I am happy  1111    2222    3333    4444    5555    

7 I do not openly show my 

feelings outside 

1111    2222    3333    4444    5555    

8 I am usually able to 

prioritise important 

activities at work and get 

on with them 

1111    2222    3333    4444    5555    

9 I am excellent at 

empathising with 

someone else's problem 

1111    2222    3333    4444    5555    
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10 I never interrupt other 

people's conversations 

1111    2222    3333    4444    5555    

11 I usually recognise when 

I am stressed 

1111    2222    3333    4444    5555    

12 Others can rarely tell 

what kind of mood I am in 

1111    2222    3333    4444    5555    

13 I always meet deadlines 1111    2222    3333    4444    5555    

14 I can tell if someone is 

not happy with me 

1111    2222    3333    4444    5555    

15 I am good at adapting 

and mixing with a variety 

of people 

1111    2222    3333    4444    5555    

16 When I am being 

'emotional' I am aware of 

this 

1111    2222    3333    4444    5555    

17 I rarely 'fly off the handle' 

at other people 

1111    2222    3333    4444    5555    

18 I never waste time 1111    2222    3333    4444    5555    

19 I can tell if a team of 

people are not getting 

along with each other 

1111    2222    3333    4444    5555    

20 People are the most 

interesting thing in life for 

me 

1111    2222    3333    4444    5555    

21 When I feel anxious I 

usually can account for 

the reason(s) 

1111    2222    3333    4444    5555    

22 Difficult people do not 

annoy me 

1111    2222    3333    4444    5555    

23 I do not evade 1111    2222    3333    4444    5555    

24 I can usually understand 

why people are being 

difficult towards me 

1111    2222    3333    4444    5555    
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25 I love to meet new 

people and get to know 

what makes them 'tick' 

1111    2222    3333    4444    5555    

 

    the statement the statement the statement the statement     

 How much does each How much does each How much does each How much does each 

statement apply to youstatement apply to youstatement apply to youstatement apply to you    
Mark your scoreMark your scoreMark your scoreMark your score    

 Read each statement and Read each statement and Read each statement and Read each statement and 

decide how strongly the decide how strongly the decide how strongly the decide how strongly the 

statement applies to YOU.statement applies to YOU.statement applies to YOU.statement applies to YOU.    

Score yourself 1 tScore yourself 1 tScore yourself 1 tScore yourself 1 to 5 based o 5 based o 5 based o 5 based 

on the following guide.on the following guide.on the following guide.on the following guide.    

1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 1 = Does not apply ~ 3 = 

Applies half the time ~ 5 = Applies half the time ~ 5 = Applies half the time ~ 5 = Applies half the time ~ 5 = 

Always appliesAlways appliesAlways appliesAlways applies    

Circle the numberCircle the numberCircle the numberCircle the number    

that shows how stronglythat shows how stronglythat shows how stronglythat shows how strongly    the statement appliesthe statement appliesthe statement appliesthe statement applies    

26 I always know when I'm 

being unreasonable 

1111    2222    3333    4444    5555    

27 I can consciously alter my 

frame of mind or mood 

1111    2222    3333    4444    5555    

28 I believe you should do 

the difficult things first 

1111    2222    3333    4444    5555    

29 Other individuals are not 

'difficult' just 'different' 

1111    2222    3333    4444    5555    

30 I need a variety of work 

colleagues to make my 

job interesting 

1111    2222    3333    4444    5555    

31 Awareness of my own 

emotions is very important 

to me at all times 

1111    2222    3333    4444    5555    

32 I do not let stressful 

situations or people affect 

me once I have left work 

1111    2222    3333    4444    5555    

33 Delayed gratification is a 1111    2222    3333    4444    5555    
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virtue that I hold to 

34 I can understand if I am 

being unreasonable 

1111    2222    3333    4444    5555    

35 I like to ask questions to 

find out what it is 

important to people 

1111    2222    3333    4444    5555    

36 I can tell if someone has 

upset or annoyed me 

1111    2222    3333    4444    5555    

37 I rarely worry about work 

or life in general 

1111    2222    3333    4444    5555    

38 I believe in 'Action this 

Day' 

1111    2222    3333    4444    5555    

39 I can understand why my 

actions sometimes offend 

others 

1111    2222    3333    4444    5555    

40 I see working with difficult 

people as simply a 

challenge to win them 

over 

1111    2222    3333    4444    5555    

41 I can let anger 'go' quickly 

so that it no longer affects 

me 

1111    2222    3333    4444    5555    

42 I can suppress my 

emotions when I need to 

1111    2222    3333    4444    5555    

43 I can always motivate 

myself even when I feel 

low 

1111    2222    3333    4444    5555    

44 I can sometimes see 

things from others' point 

of view 

1111    2222    3333    4444    5555    

45 I am good at reconciling 

differences with other 

people 

1111    2222    3333    4444    5555    
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46 I know what makes me 

happy 

1111    2222    3333    4444    5555    

47 Others often do not know 

how I am feeling about 

things 

1111    2222    3333    4444    5555    

48 Motivations has been the 

key to my success 

1111    2222    3333    4444    5555    

49 Reasons for 

disagreements are always 

clear to me 

1111    2222    3333    4444    5555    

50 I generally build solid 

relationships with those I 

work with 

1111    2222    3333    4444    5555    

appliesappliesappliesapplies    

    

    

Total and interpret your resultsTotal and interpret your resultsTotal and interpret your resultsTotal and interpret your results    

1. Record Record Record Record your 1, 2, 3, 4, 5 scores for the questionnaire statements in the grid below. 

The grid organises the statements into emotional competency lists....    

    

Self-

awareness 

Self-

regulation 

Motivating 

self 

Empathy Social 

skills 

1111        2222    3333    4444    5555    

6666        7777    8888    9999    10101010    

11111111        12121212    13131313    14141414    15151515    

16161616        17171717    18181818    19191919    20202020    

21212121        22222222    23232323    24242424    25252525    

26262626        27272727    28282828    29292929    30303030    

31313131        32323232    33333333    34343434    35353535    

36363636        37373737    38383838    39393939    40404040    

41414141        42424242    43434343    44444444    45454545    
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46464646        47474747    48484848    49494949    50505050    

    

2.2.2.2. CalculaCalculaCalculaCalculate te te te a total for each of the 5 emotional competencies     

Total Total Total Total 

= = = = 

(SA)(SA)(SA)(SA)    

Total Total Total Total 

= = = = 

(SR)(SR)(SR)(SR)    

Total Total Total Total 

= = = = 

(MS)(MS)(MS)(MS)    

Total Total Total Total 

=  =  =  =  

(E)(E)(E)(E)    

Total Total Total Total 

= = = = 

(SS)(SS)(SS)(SS)    

ssssssss    

3.3.3.3. InterpretInterpretInterpretInterpret your totals for each area of competency using the following guide. Empathy Empathy Empathy Empathy 

Social SkillSocial SkillSocial SkillSocial Skill    

35353535----

50505050    
This area is a strengtstrengtstrengtstrengthhhh for you. 

18181818----

34343434    
Giving attentionGiving attentionGiving attentionGiving attention to where you feel you are weakest will pay dividends 

10101010----

17171717    
Make this area a development prioritydevelopment prioritydevelopment prioritydevelopment priority. 

    

4. Record Record Record Record your result for each of the emotional competencies: strength, needs 

attention or development priority. 

 

    
StrengthStrengthStrengthStrength    

Needs Needs Needs Needs 

attentionattentionattentionattention    

Development Development Development Development 

PriorityPriorityPriorityPriority    

Self-

awareness 

      

Self-

regulation 

      

Motivating 

self 

      

Empathy       

Social Skills       

 

 

5. Consider your results and identify one or two actions you can take immediately to strengthen 

your emotional intelligence. 
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7 h7 h7 h7 habits of highly effective peopleabits of highly effective peopleabits of highly effective peopleabits of highly effective people    

(A summary from Stephen Covey’s book for leaders) 

    

HABIT 1: Be ProactiveHABIT 1: Be ProactiveHABIT 1: Be ProactiveHABIT 1: Be Proactive    

We’re in charge. We choose the scripts by which to live our lives. Use this self-awareness to 

be proactive and take responsibility for your choices. What distinguishes us as humans from 

all other animals is our inherent ability to examine our own character, to decide how to view 

ourselves and our situations, and to control our own effectiveness. 

Put simply, in order to be effective one must be proactive. Reactive people take a passive 

stance -- they believe that the world is happening to them. They say things like:"There's 

nothing I can do.""That's just the way I am."They think the problem is "out there" -- but that 

thought is the problem. Reactivity becomes a self-fulfilling prophecy, and reactive people feel 

increasingly victimized and out of control. Proactive people, however, recognize that they 

have responsibility -- or "response-ability," which Covey defines as the ability to choose how 

you will respond to a given stimulus or situation 

 

HABIT 2: Begin with the End in MindHABIT 2: Begin with the End in MindHABIT 2: Begin with the End in MindHABIT 2: Begin with the End in Mind    

Start with a clear destination in mind. We can use our imagination to develop a vision of 

what we want to become and use our conscience to decide what values will guide us. 

Most of us find it rather easy to busy ourselves. We work hard to achieve victories -- 

promotions, higher income, more recognition. But we don't often stop to evaluate the 

meaning behind this busyness, behind these victories -- we don't ask ourselves if these 

things that we focus on so intently are what really matter to us. 

In everything we do, we should begin with the end in mind. Start with a clear destination. 

That way, we can make sure the steps we’re taking are in the right direction. 

Beginning with the end in mind is also extremely important for businesses. Being a manager 

is about optimizing for efficiency. But being a leader is about setting the right strategic vision 

for your organization in the first place, and asking, "What are we trying to accomplish?" 
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Before we as individuals or organizations can start setting and achieving goals, we must be 

able to identify our values. This process may involve some rescripting to be able to assert 

our own personal values. Rescripting, is recognizing ineffective scripts that have been 

written for you, and changing those scripts by proactively writing new ones that are built of 

your own values. 

It is also important to identify our center. Whatever is at the center of our life will be the 

source of our security, guidance, wisdom, and power. Our centers affect us fundamentally -- 

they determine our daily decisions, actions, and motivations, as well as our interpretation of 

events. 

However, Covey notes that none of these centers are optimal, and that instead we should 

strive to be principle-centered. We should identify the timeless, unchanging principles by 

which we must live our lives. This will give us the guidance that we need to align our 

behaviours with our beliefs and values. 

 



 

RE 

 

 

Challenge yourself to test the principle oChallenge yourself to test the principle oChallenge yourself to test the principle oChallenge yourself to test the principle o

following:following:following:following:    

1. Visualize in rich detail your own funeral.

About how you lived your life? About the relationships you had? What do you want them to 

say? Think about how your priorities would change if you only had 30 more days to live. 

Start living by these priorities.

2. Break down different roles in your life

and list three to five goals you want to achieve for each.

Business Start
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Challenge yourself to test the principle oChallenge yourself to test the principle oChallenge yourself to test the principle oChallenge yourself to test the principle of beginning with the end in mind by doing the f beginning with the end in mind by doing the f beginning with the end in mind by doing the f beginning with the end in mind by doing the 

Visualize in rich detail your own funeral. Who is there? What are they saying about you? 

About how you lived your life? About the relationships you had? What do you want them to 

ow your priorities would change if you only had 30 more days to live. 

Start living by these priorities. 

2. Break down different roles in your life -- whether professional, personal, or community 

and list three to five goals you want to achieve for each. 
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f beginning with the end in mind by doing the f beginning with the end in mind by doing the f beginning with the end in mind by doing the f beginning with the end in mind by doing the 

Who is there? What are they saying about you? 

About how you lived your life? About the relationships you had? What do you want them to 

ow your priorities would change if you only had 30 more days to live. 

whether professional, personal, or community -- 
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3. Define what scares you. Public speaking? Critical feedback after writing a book? Write 

down the worst-case scenario for your biggest fear, then visualize how you'll handle this 

situation. Write down exactly how you'll handle it. 

 

HABIT 3: Put First ThiHABIT 3: Put First ThiHABIT 3: Put First ThiHABIT 3: Put First Things Firstngs Firstngs Firstngs First    

    

In order to manage ourselves effectively, we must put first things first. We must have the 

discipline to prioritize our day-to-day actions based on what is most important, not what is 

most urgent. 

In Habit 2, we discussed the importance of determining our values and understanding what it 

is we are setting out to achieve. Habit 3 is all about actually going after these goals, and 

executing on our priorities on a day-to-day, moment-to-moment basis. 

In order to maintain the discipline and the focus to stay on track toward our goals, we need 

to have the willpower to do something when we don’t want to do it. We need to act according 

to our values rather than our desires or impulses at any given moment.  

 

HABIT 4: Think WinHABIT 4: Think WinHABIT 4: Think WinHABIT 4: Think Win----WinWinWinWin    

    

In order to establish effective interdependent relationships, we must commit to creating Win-

Win situations that are mutually beneficial and satisfying to each party. 

Covey explains that there are six paradigms of human interaction: 

1. Win-Win: Both people win. Agreements or solutions are mutually beneficial and 

satisfying to both parties. 

2. Win-Lose: “If I win, you lose.” Win-Lose people are prone to use position, power, 

credentials, and personality to get their way. 

3. Lose-Win: “I lose, you win.” Lose-Win people are quick to please and appease, and 

seek strength from popularity or acceptance. 
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4. Lose-Lose: Both people lose. When two Win-Lose people get together -- that is, 

when two determined, stubborn, ego-invested individuals interact -- the result will be 

Lose-Lose. 

5. Win: People with the Win mentality don’t necessarily want someone else to lose -- 

that’s irrelevant. What matters is that they get what they want. 

6. Win-Win or No Deal: If you can’t reach an agreement that is mutually beneficial, there 

is no deal. 

The best option is to create Win-Win situations. With Win-Lose, or Lose-Win, one person 

appears to get what he wants for the moment, but the results will negatively impact the 

relationship between those two people going forward. 

The Win-Win or No Deal option is important to use as a backup. When we have No Deal as 

an option in our mind, it liberates us from needing to manipulate people and push our own 

agenda. We can be open and really try to understand the underlying issues. 

Another important factor in solving for Win-Win situations is maintaining an Abundance 

Mentality, or the belief that there's plenty out there for everyone. 

Most people operate with the Scarcity Mentality -- meaning they act as though everything is 

zero-sum (in other words, if you get it, I don’t). People with the Scarcity Mentality have a very 

hard time sharing recognition or credit and find it difficult to be genuinely happy about other 

people’s successes. When it comes to interpersonal leadership, the more genuine our 

character is, the higher our level of proactively; the more committed we are to Win-Win, the 

more powerful our influence will be. 

To achieve Win-Win, keep the focus on results, not methods; on problems, not people. 

Lastly, the spirit of Win-Win can’t survive in an environment of competition. As an 

organization, we need to align our reward system with our goals and values and have the 

systems in place to support Win-Win. 

    

Practice Success Habit 4:Practice Success Habit 4:Practice Success Habit 4:Practice Success Habit 4:    

Get yourself to start thinking Win-Win with these challenges: 
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1. Think about an upcoming interaction where you’ll be attempting to reach an 

agreement or solution. Write down a list of what the other person is looking for. Next, 

write a list next to that of how you can make an offer to meet those needs. 

2. Identify three important relationships in your life. Think about what you feel the 

balance is in each of those relationships. Do you give more than you take? Take 

more than you give? Write down 10 ways to always give more than you take with 

each one. 

3. Deeply consider your own interaction tendencies. Are they Win-Lose? How does that 

affect your interactions with others? Can you identify the source of that approach? 

Determine whether or not this approach serves you well in your relationships. Write 

all of this down. 

 

HABIT 5: Seek First to Understand, Then to Be UnderstooHABIT 5: Seek First to Understand, Then to Be UnderstooHABIT 5: Seek First to Understand, Then to Be UnderstooHABIT 5: Seek First to Understand, Then to Be Understoodddd    

    

Before we can offer advice, suggest solutions, or effectively interact with another person in 

any way, we must seek to deeply understand them and their perspective through empathic 

listening. 

Let’s say you go to an optometrist and tell him that you’ve been having trouble seeing 

clearly, and he takes off his glasses, hands them to you and says, “Here, try these -- they’ve 

been working for me for years!” You put them on, but they only make the problem worse. 

What are the chances you’d go back to that optometrist? 

Unfortunately, we do the same thing in our everyday interactions with others. We prescribe a 

solution before we diagnose the problem. We don’t seek to deeply understand the problem 

first. 

Habit 5 says that we must seek first to understand, then to be understood. In order to seek to 

understand, we must learn to listen. 

To listen empathically requires a fundamental paradigm shift. We typically seek first to be 

understood. Most people listen with the intent to reply, not to understand. At any given 

moment, they’re either speaking or preparing to speak. 
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After all, communication experts estimate that: 

10% of our communication is represented by our words  

30% is represented by our sounds 

60% is represented by our body language 

When we listen autobiographically -- in other words, with our own perspective as our frame 

of reference -- we tend to respond in one of four ways: 

1. Evaluate: Agree or disagree with what is said 

2. Probe: Ask questions from our own frame of reference 

3. Advise: Give counsel based on our own experience 

4. Interpret: Try to figure out the person’s motives and behavior based on our own 

motives and behavior 

But if we replace these types of response with empathic listening, we see dramatic results in 

improved communication. It takes time to make this shift, but it doesn’t take nearly as long 

to practice empathic listening as it does to back up and correct misunderstandings, or to live 

with unexpressed and unresolved problems only to have them surface later on. 

The second part of Habit 5 is “ ... then to be understood.” This is equally critical in achieving 

Win-Win solutions. 

When we’re able to present our ideas clearly, and in the context of a deep understanding of 

the other person’s needs and concerns, we significantly increase the credibility of your ideas. 

Practice Success Habit 5: 

Here are a few ways to get yourself in the habit of seeking first to understand: 

1. Next time you’re watching two people communicating, cover your ears and watch. What 

emotions are being communicated that might not come across through words alone? Was 

one person or the other more interested in the conversation? Write down what you noticed. 

2. Next time you give a presentation, root it in empathy. Begin by describing the audience's 

point of view in great detail. What problems are they facing? How is what you're about to say 

offering a solution to their problems? 



 

RE 

 

 

HABIT 6: SynergizeHABIT 6: SynergizeHABIT 6: SynergizeHABIT 6: Synergize    

By understanding and valuing the differences in another person’s perspective, we have the 

opportunity to create synergy, which allows us to uncover

openness and creativity. 

The combination of all the other habits prepares us for Habit 6, which is the habit of synergy 

or "When one plus one equals three or more and the whole is great than the sum of its 

parts." 

For example, if you plant two plants close together, their roots will co

quality of the soil, so that both plants will grow better than they would on their own.

Synergy allows us to create new alternatives and open new possibilities. It allows us a

group to collectively agree to ditch the old scripts and write new ones.

So how can we introduce synergy to a given situation or environment? Start with habits 4 

and 5 -- you must think Win-Win and seek first to understand.

Once you have these in mind,

group. And then you’re not on opposite sides of the problem 

looking at the problem, understanding all the needs, and working to create a third alternative 

that will meet them. 

What we end up with is not a transaction, but a transformation. Both sides get what they 

want, and they build their relationship in the process.
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By understanding and valuing the differences in another person’s perspective, we have the 

opportunity to create synergy, which allows us to uncover new possibilities through 

The combination of all the other habits prepares us for Habit 6, which is the habit of synergy 

or "When one plus one equals three or more and the whole is great than the sum of its 

you plant two plants close together, their roots will co-mingle and improve the 

quality of the soil, so that both plants will grow better than they would on their own.

allows us to create new alternatives and open new possibilities. It allows us a

group to collectively agree to ditch the old scripts and write new ones. 

So how can we introduce synergy to a given situation or environment? Start with habits 4 

Win and seek first to understand. 

Once you have these in mind, you can pool your desires with those of the other person or 

group. And then you’re not on opposite sides of the problem -- you’re together on one side, 

looking at the problem, understanding all the needs, and working to create a third alternative 

What we end up with is not a transaction, but a transformation. Both sides get what they 

want, and they build their relationship in the process.  
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By understanding and valuing the differences in another person’s perspective, we have the 

new possibilities through 

The combination of all the other habits prepares us for Habit 6, which is the habit of synergy 

or "When one plus one equals three or more and the whole is great than the sum of its 

mingle and improve the 

quality of the soil, so that both plants will grow better than they would on their own. 

allows us to create new alternatives and open new possibilities. It allows us as a 

So how can we introduce synergy to a given situation or environment? Start with habits 4 

you can pool your desires with those of the other person or 

you’re together on one side, 

looking at the problem, understanding all the needs, and working to create a third alternative 

What we end up with is not a transaction, but a transformation. Both sides get what they 
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By putting forth a spirit of trust and safety, we will prompt others to become extremely open 

and feed on each other’s insights and ideas, creating synergy. 

The real essence of synergy is valuing the differences -- the mental, emotional, and 

psychological differences between people. 

After all, if two people have the same opinion, one is unnecessary. When we become aware 

of someone’s different perspective, we can say, “Good! You see it differently! Help me see 

what you see.” 

We seek first to understand, and then we find strength and utility in those different 

perspectives in order to create new possibilities and Win-Win results. 

Synergy allows you to: 

• Value the differences in other people as a way to expand your perspective 

• Sidestep negative energy and look for the good in others 

• Exercise courage in interdependent situations to be open and encourage others to be 

open 

• Catalyze creativity and find a solution that will be better for everyone by looking for a 

third alternative 

 

 

Practice Success Habit 6: 

1. Make a list of people who irritate you. Now choose just one person. How are their 

views different? Put yourself in their shoes for one minute. Think and pretend 

how it feels to be them. Does this help you understand them better? 

2. Now next time you're in a disagreement with that person, try to understand their 

concerns and why they disagree with you. The better you can understand them, 

the easier it will be to change their mind -- or change yours. 

3. Make a list of people with whom you get along well. Now choose just one person. 

How are their views different? Now write down a situation where you had 

excellent teamwork and synergy. Why? What conditions were met to reach such 

fluidity in your interactions? How can you recreate those conditions again? 
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HABIT 7: Sharpen the SawHABIT 7: Sharpen the SawHABIT 7: Sharpen the SawHABIT 7: Sharpen the Saw    

    

To be effective, we must devote the time to renewing ourselves physically, spiritually, 

mentally, and socially. Continuous renewal allows us to synergistically increase our ability to 

practice each habit. Habit 7 is focused around renewal, or taking time to “sharpen the saw.” 

It surrounds all of the other habits and makes each one possible by preserving and 

enhancing your greatest asset -- yourself. There are four dimensions of our nature, and each 

must be exercised regularly, and in balanced ways: 

Physical DimensionPhysical DimensionPhysical DimensionPhysical Dimension: The goal of continuous physical improvement is to exercise our body in 

a way that will enhance our capacity to work, adapt, and enjoy. 

To renew ourselves physically, we must: 

• Eat well 

• Get sufficient rest and relaxation 

• Exercise on a regular basis to build endurance, flexibility, and strength 

Focusing on the physical dimension helps develop Habit 1 muscles of proactivity. We act 

based on the value of well-being instead of reacting to the forces that keep us from fitness. 

Spiritual DimensionSpiritual DimensionSpiritual DimensionSpiritual Dimension: The goal of renewing our spiritual self is to provide leadership to our life 

and reinforce your commitment to our value system. 

To renew yourself spiritually, you can: 

• Practice daily meditation 

• Communicate with nature 

• Immerse yourself in great literature or music 

A focus on our spiritual dimension helps us practice Habit 2, as we continuously revise and 

commit ourselves to our values, so we can begin with the end in mind. 

Mental DimensionMental DimensionMental DimensionMental Dimension: The goal of renewing our mental health is to continue expanding our 

mind. 
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To renew yourself mentally, you can: 

• Read good literature 

• Keep a journal of your thoughts, experiences, and insights 

• Limit television watching to only those programs that enrich your life and mind 

Focusing on our mental dimension helps us practice Habit 3 by managing ourselves 

effectively to maximize the use of our time and resources. 

Social/ESocial/ESocial/ESocial/Emotional Dimensionmotional Dimensionmotional Dimensionmotional Dimension: The goal of renewing ourselves socially is to develop 

meaningful relationships. 

To renew yourself emotionally, you can: 

• Seek to deeply understand other people 

• Make contributions to meaningful projects that improve the lives of others 

• Maintain an Abundance Mentality, and seek to help others find success 

Renewing our social and emotional dimension helps us practice Habits 4, 5, and 6 by 

recognizing that Win-Win solutions do exist, seeking to understand others, and finding 

mutually beneficial third alternatives through synergy. 

As we focus on renewing ourselves along these four dimensions, we must also seek to be a 

positive scripter for other people. We must look to inspire others to a higher path by showing 

them we believe in them, by listening to them empathically, by encouraging them to be 

proactive. 

The real beauty of the 7 Habits is that improvement in one habit synergistically increases our 

ability to improve the rest .Renewal is the process that empowers us to move along an 

upward spiral of growth and change, of continuous improvement. 

Practice Success Habit 7: 

• Make a list of activities that would help you renew yourself along each of the 4 

dimensions. Select one activity for each dimension and list it as a goal for the coming 

week. At the end of the week, evaluate your performance. What led you to succeed 

or fail to accomplish each goal? 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 53 

• Commit to writing down a specific “sharpen the saw” activity in all four dimensions 

every week, to do them, and to evaluate your performance and results. 

    

Key leadership CharacteristicsKey leadership CharacteristicsKey leadership CharacteristicsKey leadership Characteristics    

A. INTEGRITYINTEGRITYINTEGRITYINTEGRITY    ----    TheTheTheThe    dictionarydictionarydictionarydictionary    definesdefinesdefinesdefines    integrityintegrityintegrityintegrity    asasasas    “the“the“the“the    statestatestatestate    ofofofof    beingbeingbeingbeing    complete,complete,complete,complete,    unified.”unified.”unified.”unified.” 

When I have integrity, my words and my deeds match up. I am who I am, no matter where I 

am or who I am with. Sadly, integrity is a vanishing commodity today. 

Integrity is not what we “do” so much as who we “are” (which, in turn, determines what we 

do). Our system of values is so much a part of us we cannot separate it from ourselves. It 

becomes the navigating system that guides us. We are all faced with conflicting desires; 

integrity is the factor that determines which of those desires will prevail. Your influence will 

grow as people place their confidence in you. The more integrity you demonstrate, the more 

credible you will be, and the more people will allow you the privilege of influencing their lives. 

Integrity is important for several reasons: 

Integrity builds trust. Dwight Eisenhower said, “In order to be a leader, a man must have 

followers. And to have followers, a man must have their confidence. Therefore, the supreme 

quality for a leader is integrity.” 

1. Integrity has high influence value. According to a survey of 1,300 senior executives, 

2. Integrity is the human quality most necessary to business success. 

3. Integrity facilitates high standards. Leaders must live by higher standards than their 

followers. People often focus on the perks of leadership, but the truth is, the rights 

decrease, and responsibilities increase, as you climb in an organization. Too many 

people are ready to assert their rights but not assume their responsibilities. 

4. Integrity results in a solid reputation, not just an image. Image is what people think 

we are. Integrity is what we really are. All of us have known people who were not the 

same on the outside as they were inside. Thomas Macauley said, “The measure of a 

man’s real character is what he would do if he would never be found out.” 
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5. Integrity means “living it” myself before leading others. We can’t lead anyone else 

farther than we have been ourselves. Too many times we are so concerned about 

the product that we try to shortcut the process, but there are no shortcuts when 

integrity is involved. 

6. Integrity helps a leader be credible, not just clever. Leaders who are sincere don’t 

have to advertise the fact. It’s visible in everything they do and soon becomes 

common knowledge to everyone. 

7. Integrity is a hard-won achievement. Integrity isn’t a given in someone’s life. It’s a 

result of self-discipline, inner trust, and a decision to be relentlessly honest in all 

situations. If you want to grow in integrity, you need to pursue feedback from those 

who know you. Ask Them what areas of your life they see as consistent (you do what 

you say) and what areas they see as inconsistent (you say but don’t always live). 

 

B. CREATINGCREATINGCREATINGCREATING    POSIPOSIPOSIPOSITIVETIVETIVETIVE    CHANGECHANGECHANGECHANGE 

CreatingCreatingCreatingCreating    aaaa    ClimateClimateClimateClimate    forforforfor    ChangeChangeChangeChange 

• The leader must develop a trust with people. 

• The leader must make personal changes before asking others to change. 

• Good leaders understand the history of the organization. 

• Place influencers in leadership positions. 

• Develop a meeting agenda that will assist change. 

• Encourage influencers to influence others informally. 

• Show the people how the change will benefit them. 

• Give the people ownership of the change 

ChangeChangeChangeChange    willwillwillwill    happenhappenhappenhappen 

Not all change is improvement, but without change there can be no improvement. It’s 

never too late to change. 

C. PROBLEMPROBLEMPROBLEMPROBLEM----SOLVINGSOLVINGSOLVINGSOLVING 

FourFourFourFour    commoncommoncommoncommon    reasonsreasonsreasonsreasons    whywhywhywhy    peoplepeoplepeoplepeople    dodododo    notnotnotnot    performperformperformperform    thethethethe    waywaywayway    theytheytheythey    shouldshouldshouldshould 
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1. They do not know what they are supposed to do. 

2. They do not know how to do it. 

3. They do not know why they should do it 

4. There are obstacles beyond their control. 

• We all have Problems 

• Problems give meaning to life 

• People need to change their perspectives, not their problems. 

• Many outstanding people have overcome problems in their lives. 

• A problem is something I can do something about. 

 

A test of a leader is the ability to recognize a problem before it becomes an emergency. 

You can judge leaders by the size of the problems they tackle.  

 

• Solve task-problems quickly; people problems will take longer. 

• Make a time commitment to people. 

• Never solve a problem for a person; solve it with that person. 

    

TheTheTheThe    problemproblemproblemproblem----solvingsolvingsolvingsolving    process..process..process..process.. 

Identify the problem 

• Prioritize the problem. 

• Define the problem 

• Talk to the right people. 

• Get the hard facts. 

• Select people to help you in the problem-solving process. 

• Collect problem causes 

• Collect problem-solving solutions. 

• Prioritize and select the best solutions. 

• Implement the best solution. 

• Evaluate the solution. 

• Set up principles or policies to keep problems from recurring. 

ATTITUDEATTITUDEATTITUDEATTITUDE    
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• Life is 10 % what happens to me and 90 % how I react to it. 

• We are responsible for our attitudes. 

• The leader’s attitude helps determine the attitudes of the followers. 

• The pessimist complains about the wind. 

• The optimist expects it to change. 

• The leader adjusts the sails. 

TheTheTheThe    SixSixSixSix    StagesStagesStagesStages    ofofofof    AttitudeAttitudeAttitudeAttitude    Change:Change:Change:Change:---- 

• Identify problem feelings 

• Identify problem behavior 

• Identify problem thinking 

• Identify right thinking 

• Make a public commitment to right thinking. 

• Develop a plan for right thinking. 

 

 

D. VISIONVISIONVISIONVISION 

All effective leaders have a vision of what they must accomplish. That vision becomes the 

energy behind every effort and the force that pushes through all the problems. With vision, 

the leader is on a mission and a contagious spirit is felt among the crowd until others begin 

to rise alongside the leader. Given that, the most common question I get is, “How do I get a 

vision for my organization?” 

This question is crucial. Until it is answered, a person will be a leader in name only. Here are 

some thoughts to consider as you deliberate on your vision; 

1. Look within youLook within youLook within youLook within you: What do you feel? What burns inside you? Keeps you up at night? 

What do you feel passionately about? 

2. Look behind youLook behind youLook behind youLook behind you: What have you learned? A person without experience sees a vision 

idealistically, and thinks that vision is enough by itself. A person with experience 

knows there is more to it; people buy into the leader before they buy into the vision. 
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3. Look aheadLook aheadLook aheadLook ahead: What is the big picture? This question often separates leaders from 

managers. Leaders are concerned with the organization’s basic purpose—why it 

exists and what it should achieve. They aren’t preoccupied with the “how to” or nuts-

and bolts aspects of the organization. 

4. Look above youLook above youLook above youLook above you: Great leaders often sense a “higher calling” that lifts them above 

themselves. 

5. Look beside youLook beside youLook beside youLook beside you: what resources are available to you? A vision must be greater than 

the person who has it. The experienced leader is always looking for others to make 

the dream come true. The leader continually passes on the vision to those who come 

around, knowing that dreams, if presented right, are contagious. 

Vision is empowering to the leader who has it. The leader with vision believes not only that 

what he envisions can be done, but that it must be done. And, conviction is contagious, 

bringing other people along who together can make it happen. A vision is a clear picture of 

what the leader sees his or her business being or doing. Great leaders know where they are 

going and they are able to persuade others to follow.  

Once a vision is developed, the next step is to communicate it. According to a survey 

reported by Leadership magazine, communicating a vision is one of the most frustrating 

areas of leading an organization. But leaders who effectively communicate vision to their 

followers achieve far more than those who don’t. 

    

    

    

SomeSomeSomeSome    keyskeyskeyskeys    totototo    communicatingcommunicatingcommunicatingcommunicating    aaaa    vision:vision:vision:vision: 

1. Come alongside the people you are leading and let them see your heart. Cultivate 

trust; be transparent and patient. 

2. Explain the vision. Make the people understand, appreciate and see the vision. Paint 

the picture for them. Don’t just give out information; help them “see” the vision with 

vivid descriptions, stories, and practical steps they can take to make it happen. 
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3. Put the things they love in the picture. If what is important to people is part of the 

vision, they will buy into it. 

4. Cultivate trust by bridging the organization’s vision and the follower’s personal goals. 

5. Share the vision’s endless possibilities and opportunities with the people. Energize. 

Keep hope and enthusiasm alive. 

6. Allow people to grow as they pursue the vision. 

7. Making the vision real requires time. Take the time to reflect and reenergize while 

trekking the path of the vision. 

8. Provide followers with the needed direction—where to begin and what path to follow. 

9. Walk with the people in the pursuit of the vision. This forges the commitment 

between the leader and the follower. 

10. Make the people realize their role and valuable contribution to the vision. 

 

E. SELFSELFSELFSELF----DISCIPLINE….DISCIPLINE….DISCIPLINE….DISCIPLINE…. 

I defined discipline in the beginning of life as the choice of achieving what you really want 

by doing things you don’t really want to do. After successfully doing this for some time, 

discipline becomes the choice of achieving what you really want by doing things you now 

want to do. All great leaders understand that their number one responsibility is for their 

own discipline and personal growth. If they couldn’t lead themselves, they could not lead 

others. Leaders can never take others farther than they have gone themselves. 

Personal discipline can be developed. The earlier you start, the better. What you are 

going to be tomorrow, you are becoming today. It is essential to begin developing self-

discipline in a small way today in order to be disciplined in a big way tomorrow. Pick an 

area to start on, and work on it for 60 days before you go on to another area. Get books 

and tapes to motivate and instruct you; ask someone who has the trait to hold you 

accountable for it. 

Celebrate your successes. Remember, having it all doesn’t mean having it all at once. 

Start small and concentrate on today. The slow accumulation of discipline will one day 

make a big difference. 
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F. StaffStaffStaffStaff    DevelopmentDevelopmentDevelopmentDevelopment 

The growth and development of people is the highest calling of leadership. Those closest 

to the leader will determine the level of success for that leader. Developing a winning 

team is the most effective way to impact the world, and a team will always have a greater 

impact than an individual. 

Winning teams have great leaders, who create the right environment for success. They 

intentionally boost the self-esteem of their personnel. They know and attend to people’s 

basic human needs. 

Winning teams pick good people. To do this you need to know what kind of person you 

need (what kind of qualities should they have in their life), what the job requires, and 

what the potential staff member wants. When these things line up, the stage is set for a 

winning team to emerge. 

    

Ten thoughts on people skillsTen thoughts on people skillsTen thoughts on people skillsTen thoughts on people skills    

1. TheTheTheThe    threethreethreethree    levelslevelslevelslevels    ofofofof    people/workpeople/workpeople/workpeople/work    skills:skills:skills:skills: 

 

• Level 1: The person who works better with people is a follower. 

• Level 2: The person who helps people work better is a manager. 

• Level 3: The person who develops better people to work is a leader. 

 

2. PrinciplesPrinciplesPrinciplesPrinciples    forforforfor    peoplepeoplepeoplepeople    developmentdevelopmentdevelopmentdevelopment 

 

• Value of people—attitude. 

• Commitment to people—time. 

• Integrity with people—character 

• Standard for people—vision. 

• Influence over people—leadership. 
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3. SuccessfulSuccessfulSuccessfulSuccessful    PeoplePeoplePeoplePeople    DevelopersDevelopersDevelopersDevelopers    MakeMakeMakeMake    thethethethe    RightRightRightRight    AssumptionsAssumptionsAssumptionsAssumptions    aboutaboutaboutabout    People..People..People..People.. 

 

• Everyone wants to feel worthwhile. 

• Everyone needs and responds to encouragement. 

• People tend to become what the most important people in their lives think they 

will become. 

• People “buy into” the leader before they “buy into” his or her leadership. 

• People do not care how much you know until they know how much you care. 

• Most people do not know how to be successful 

• Failure is the opportunity to begin again more intelligently. 

• Most people are naturally motivated. 

 
 

4. WhatWhatWhatWhat    motivatesmotivatesmotivatesmotivates    people?people?people?people? 

 

• Significant contributions 

• Goal participation 

• Recognition 

• Clear expectations 

 

 

 

 

 

5. WhatWhatWhatWhat    dededede----motivatesmotivatesmotivatesmotivates    people?people?people?people? 

 

• Don’t belittle anyone. 

• Don’t manipulate anyone. 

• Don’t be insensitive. 

• Don’t discourage personal growth. 
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6. SuccessfulSuccessfulSuccessfulSuccessful    leadersleadersleadersleaders    ::::---- 

 

• Admitted their mistakes and accepted the consequences, rather than trying to blame 

others. 

• They were able to get along with a wide variety of people. 

• They had strong interpersonal skills, sensitivity to others, and tact. 

• They were calm and confident, rather than moody and volatile. 

• Listen well enough to lead through their eyes 

• Relate well enough to communicate with their hearts 

• Work well enough to place tools in their hands 

• Think well enough to challenge and expand their minds. 

 

7. TheTheTheThe    principleprincipleprincipleprinciple    causescausescausescauses    ofofofof    unrestunrestunrestunrest    amongamongamongamong    workersworkersworkersworkers    are:are:are:are:---- 

 

• Failure to give credit for suggestions. 

• Failure to correct grievances 

• Failure to encourage 

• Criticizing employees in front of other people. 

• Failure to ask employees their opinions 

• Failure to inform employees their progress 

• Favouritism. 

 

 

 

8. TheTheTheThe    qualitiesqualitiesqualitiesqualities    ofofofof    winners:winners:winners:winners:---- 

 

• Winners are less sensitive to disapproval and rejection—they brush it off. 

• Winners think “bottom line.” 

• Winners focus on the task at hand. 

• Winners are not superstitious—they say, “that’s life.” 

• Winners refuse to equate failure with self-worth. 

• Winners don’t restrict thinking to established, rigid patterns. 
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• Winners see the big picture. 

• Winners welcome challenge with optimism. 

• Winners don’t waste time in unproductive thought. 

 

9. FiveFiveFiveFive    thingsthingsthingsthings    winningwinningwinningwinning    teamteamteamteam    membersmembersmembersmembers    needneedneedneed    totototo    know...:know...:know...:know...:---- 

 

• What is expected from each one. 

• That each will have an opportunity to perform. 

• How each one is getting along. 

• That guidance will be given where each needs it. 

• That each will be rewarded according to his contribution. 

    

10. TheTheTheThe    tentententen    rulesrulesrulesrules    ofofofof    confrontation.confrontation.confrontation.confrontation. 

 

1. Do it privately, not publicly. 

2. Do it as soon as possible. That is more natural than waiting a long time. 

3. Speak to one issue at a time. Don’t overload the person with a long list of issues. 

4. Once you’ve made a point don’t keep repeating it. 

5. Deal only with actions the person can change. 

6. Avoid sarcasm. It signals that you are angry at people, not at their actions, and 

may cause them to resent you. 

7. Avoid words like always and never. They usually detract from accuracy and make 

people defensive. 

8. Present criticisms as suggestions or questions if possible. 

9. Don’t apologize for the confrontational meeting. Doing so detracts from it and 

may indicate you are not sure you had the right to say what you did. 

10. Don’t forget the compliments. Use what I call the “sandwich” in these types of 

meetings: Compliment—Confront—Compliment. 

    

Leadership StoriesLeadership StoriesLeadership StoriesLeadership Stories    
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The Evolution of a Leader The Evolution of a Leader The Evolution of a Leader The Evolution of a Leader ----    Steve JobsSteve JobsSteve JobsSteve Jobs    

Steve Jobs is a classic example of someone who was probably not born to be a leader. After 

starting Apple Computer from his garage in 1976 he was fired by the board of directors in 

1985 when the company was under intense competition and he disagreed with the CEO on 

of the future direction of the business. After founding Pixar Animation Studios and NeXT 

Computer he was eventually rehired by Apple in 1997 as CEO and went on to develop the 

revolutionary iPod, iPhone, and many other products. 

By all accounts, Steve Jobs was a very mercurial genius who early in his career routinely 

yelled at employees, co-workers, partners, and vendors. According to some ex-employees of 

Apple and NeXT, he was intolerant of anything he viewed as a failure and his foul-mouthed 

tirades were the stuff of legend. He apparently believed in being brutally honest with others 

and that their feelings were irrelevant. He did not conduct formal reviews with employees 

and was very sparing with praise for a job well done. 

However, according to recent biographies as he matured his management style began to 

shift and he began to moderate some of his more negative traits and have more empathy for 

others, realizing that people had limits. Upon his return to Apple, he was forced to cut staff 

and was quoted as expressing concern for families of employees that were laid off.  

Famous quotes by Steve Jobs: 

"Being the richest man in the cemetery doesn't matter to me. Going to bed at night saying 

we've done something wonderful, that's what matters to me." 

"Innovation distinguishes between a leader and a follower." 

"Be a yardstick of quality. Some people aren't used to an environment where excellence is 

expected." 

"I want to put a ding in the universe." 

 

Examples of Jack WelchExamples of Jack WelchExamples of Jack WelchExamples of Jack Welch        

Jack Welch exhibited leadership as chief executive officer (CEO) of General Electric Co. 

from 1981 to 2001. He played an integral part in 600 acquisitions in emerging markets and 
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increased GE’s market value from $12 billion to $505 billion. Because things are constantly 

changing, Welch insisted everyone at GE embrace change. To continue evolving company 

operations and producing greater output, managers and employees had to continuously 

reinvent themselves and their work. 

Welch hired managers who shared his vision of GE, had endless amounts of energy, and 

were able to encourage employees to stay engaged in their work. He sought managers who 

created, developed and refined ideas for the future, and found ways to make them a reality. 

He also insisted that managers work side-by-side with employees as a way of understanding 

what they were doing and why. 

As a result of Welch’s leadership style, managers and employees were more empowered, 

products gained higher quality, and customer satisfaction and profits increased dramatically. 

 

Konosuke Matsushita the Panasonic Way.Konosuke Matsushita the Panasonic Way.Konosuke Matsushita the Panasonic Way.Konosuke Matsushita the Panasonic Way.        

In Japan in 1917, a 23-year-old apprentice at the Osaka Electric Light Company with no 

formal education came up with an improved light socket. His boss wasn’t interested so 

young Matsushita started making samples in his basement. He later expanded with battery-

powered bicycle lamps and other electronic products. Matsushita Electric, as it was known 

until 2008 when the company officially changed its name to Panasonic, is now worth $66 

billion. 

    

    

The Howard Schultz way.The Howard Schultz way.The Howard Schultz way.The Howard Schultz way.        

A trip to Milan gave a young marketer working for a Seattle coffee bean roaster an idea for 

upscale espresso cafes like they have all over Italy. His employer had no interest in owning 

coffee shops but agreed to finance Schultz’s endeavor. They even sold him their brand 

name, Starbucks. 

The Pierre Omidyar way. In 1995, a computer programmer started auctioning off stuff on his 

personal website. AuctionWeb, as it was then known, was really just a personal project, but, 

when the amount of web traffic made it necessary to upgrade to a business Internet account, 
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Omidyar had to start charging people fees. He actually hired his first employee to handle all 

the payment checks. The site is now known as eBay.   

    

Jan KoumJan KoumJan KoumJan Koum    

Jan Koum, the founder of WhatsApp, was born in a small village near Kiev in Ukraine. 

Coming from poverty, Koum's family emigrated to California, and Koum started learning 

about computers in his spare time. By the time he was 18, he had developed impressive 

skills, and in 1997, he was hired by Yahoo! as an infrastructure engineer. 

He spent a decade in that industry before realizing the huge potential of the app industry in 

2009 and starting WhatsApp Inc. By 2014, WhatsApp had become enormously popular. 

Facebook bought the app for a staggering $19 billion. 

 

Sam WaltonSam WaltonSam WaltonSam Walton    

It's almost ironic that Walmart is frequently criticized for underpaying its employees and 

using cutthroat tactics to maximize profits. Sam Walton, Walmart's founder, had almost 

nothing to his name himself when he started his first general store back in 1945. 

He relied on a $25,000 loan from his father-in-law to fund that initial purchase, and was an 

instant success in the retail industry. The first official Walmart was opened in 1962, in 

Rogers, Ark.; and by 1976, Walmart was worth more than $176 million. At one point, Walton 

was considered the wealthiest man in the United States. 

 

Oprah Winfrey, Chairman Harpo, Inc.Oprah Winfrey, Chairman Harpo, Inc.Oprah Winfrey, Chairman Harpo, Inc.Oprah Winfrey, Chairman Harpo, Inc.    

The first African-American woman to become a billionaire, Oprah overcame her own trials 

and tribulations stemming from child abuse. Oprah began her television career at seventeen 

and her star was lit when she turned around the failing "AM Chicago" show. Oprah's 

business and career success can be attributed to her passion for helping others. 
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Oprah clearly states her corporate mission for The Oprah Winfrey Show "...is to use 

television to transform people's lives, to make viewers see themselves differently and to 

bring happiness and a sense of fulfillment into every home." 

 

Amazon.comAmazon.comAmazon.comAmazon.com    

Fired up in Jeff Bezos’ garage in 1994, Amazon.com was driven by what Bezos describes as 

his “regret minimization framework,” designed to reduce the regret he might otherwise have 

felt for not participating in the lucrative Internet business boom. When trying to decide 

whether to quit his stable job to create his online bookstore, Bezos remembers, “If I failed I 

wouldn’t regret that, but I knew the one thing I might regret is not ever having tried. I knew 

that that would haunt me every day, and so . . . it was an incredibly easy decision.”In the first 

two months, Amazon sold to all 50 states and more than 45 countries, averaging $20,000 

per week. Today, it is the largest online retailer in the world. 

 

BoeingBoeingBoeingBoeing    

After William E. Boeing cracked the plane he had bought for fun, he was told replacement 

parts wouldn’t be ready for months. Angry, Boeing told a friend they could build a better 

machine. In 1916, the duo built a seaplane that performed extremely well, prompting Boeing 

to launch his own aircraft business. 

    

    

DropboxDropboxDropboxDropbox    

Drew Houston, Founder and current CEO of Dropbox, was a student at MIT when the 

trouble of forgetting his USB too often led him to envision his successful cloud-based file 

sharing service. We’re glad Houston is forgetful. 

 

CocaCocaCocaCoca----ColaColaColaCola    
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Coca-Cola surfaced from the experiments of a wounded Civil War veteran, John Pemberton, 

who tried using coca leaves and kola nuts to counteract his addiction to morphine. 

Pemberton named his medicinal tonic, “Pemberton’s French Wine Coca,” advertising it as 

capable of reducing nervousness and irregular organ behavior. 

 

FedExFedExFedExFedEx    

As a student at Yale University, Frederick Smith turned in an economics paper outlining an 

overnight delivery service for the up-and-coming computer information age. After Smith went 

on to realize the company on his own, he told a reporter that he didn’t know what grade he’d 

gotten on his original paper—“probably made my usual C.” For years, sample packages in 

FedEx advertisements held a return address at Yale. 

    

General MotorsGeneral MotorsGeneral MotorsGeneral Motors    

The founder of a successful horse drawn carriage company, William C. Durant initially 

doubted the automobile—it was stinky, loud and dangerous, and he certainly wouldn’t let his 

daughter ride in one. But in 1900, he heard the worried cries of the public concerning the 

dangers of cars, and Durant saw a niche opportunity to focus on improved safety. He went 

on to become one of the leading pioneers in the American automobile industry by founding 

General Motors in Detroit, where headquarters remain today. 

 

 

GoogleGoogleGoogleGoogle    

Larry Page was a computer science Ph.D. student at Stanford when he wrote his 

dissertation on the structure of the World Wide Web. His interest sufficiently piqued, Page 

focused on defining how web pages linked to each other. He thought there must be 

something valuable about the number and nature of the links, and as it turns out, the rest of 

the world seemed to think so too. 

 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 68 

John DeereJohn DeereJohn DeereJohn Deere    

Tales abound as to how John Deere invented his famous steel plow. Before becoming a 

blacksmith in 1825, Deere worked at his father’s tailor shop, where he polished and 

sharpened needles by running them through sand. As one version of the story goes, Deere 

used this experience to predict that a correctly shaped plow made of highly polished steel 

would be much more efficient than iron. In another account, Deere is said to have modeled 

his plow after the way a steel pitchfork moves through soil and hay. 

 

MarriMarriMarriMarriott Internationalott Internationalott Internationalott International    

Having experienced the sweaty summers of Washington, D.C. as a Mormon missionary, J. 

Willard Marriott figured he could turn a profit by offering downtown pedestrians a cooling 

refreshment. In 1927, Marriott and his wife started a nine-stool root beer stand. Wintertime 

brought chili and sandwiches to the menu, and then after 30 years in the food business, 

Marriott’s stand had grown to 56 restaurants. When air travel was on the rise in 1953, 

Marriott embarked on a $7 million venture to build a motor hotel near the Washington 

National Airport. It turned out to be a good idea. Today, Marriott’s lodging and restaurant 

business is worth $3.5 billion. 

 

MattelMattelMattelMattel    

Barbie and Hot Wheels came to life because Mattel founders Ruth and Elliot Handler began 

selling picture frames shortly after World War II. With the leftover scraps, Handler built 

dollhouse furniture to make a little extra cash. Realizing the miniature toys were more 

lucrative, the Handlers switched their business model and skyrocketed Mattel to become one 

of the top toy makers in the country. 

 

Trader Joe’sTrader Joe’sTrader Joe’sTrader Joe’s    

Joe Coulombe’s small group of convenience stores was dangerously close to the same 

model as the already popular 7-Eleven chain in his California area. To differentiate his 
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brand, Coulombe went with a South Seas motif after traveling around the Caribbean, 

noticing touristy Americans would go home with newfound tastes for foods they couldn’t get 

in regular grocery stores. Offering just that, the first Trader Joe’s market opened in 1967. 

 

Under Under Under Under ArmourArmourArmourArmour    

Kevin Plank, a former fullback at the University of Maryland, got tired of swapping out the 

sweaty shirts underneath his jersey. He noticed, however, that his compression shorts 

stayed dry. So in 1996, from his grandmother’s basement, Plank created a shirt using similar 

moisture-wicking synthetic fabric. His resulting line of Under Armour clothing went on to 

revolutionize the sportswear industry. 

    

Walt Disney CompanyWalt Disney CompanyWalt Disney CompanyWalt Disney Company    

Growing up on a Missouri farm, Walt Disney developed a love for drawing from the requests 

of his neighbour, a retired doctor named “Doc” Sherwood, who paid Disney to draw pictures 

of his horse. Disney later became a newspaper cartoonist and commercial artist, where he 

learned how to make commercials based with cutout animations. His fascination with 

animation inspired him to establish his own cartoon studio and eventually become the face 

of the golden age of animation. 

 

 

WrigleyWrigleyWrigleyWrigley    

After moving to Chicago in 1891 with just $32 in his pocket, William Wrigley, Jr. began a 

soap business. As an incentive to buy the soap, Wrigley threw in a free can of baking 

powder. Soon finding baking powder was more popular than soap, he switched businesses. 

A year later, Wrigley started throwing in chewing gum for buying baking powder. When 

chewing gum made a bigger profit than baking powder, Wrigley shifted businesses once 

again. His success with gum, however, stuck considerably well. Juicy Fruit, anyone? 
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3.    CCCCommunicationommunicationommunicationommunication    

SSSSkillskillskillskills    
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IntroductionIntroductionIntroductionIntroduction    

Communication tools and understanding is probably at point 

like no other time in history. Yet we are all exposed to the 

difficulties of communication at all levels, organizations, 

families, friends at all levels. This has also meant that people 

who have mastered communication have an edge over others 

and have tasted greater success in life, work and play.  

On the two sides of the communication line lies two people 

who are unique and very different from each other at times 

there would be more similarities than differences but nevertheless very different.  

And here lies the critical factor, how do we understand the person on the other end, how do 

we ensure that the message relayed has been heard in its full meaning. For an effective 

communication process we need to deal with these challenges. 

 

 

Behavioural scientist a and psychologists have over the years presented various theories 

and studies on our personalities, communication preferences, learning styles, gender 

differences in communication and  the impact of our worldview on communication.  A wider 
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understanding of the different personality styles, communications styles of men and women 

would definitely assist us in our communication. It must be noted that most of them are 

theories and therefore does not apply across as a definitive rule but are sure guidelines to 

help us understand and better communicate with each other.  

The foundation to all of this is a sound understanding of the process as shown in the above 

image.  

 The critical understanding is that like any other skill communication is a skill that can be 

mastered over time, whilst communication should never be confused with a language skills, 

language skills do assist in communication.  

In business it is often a story that needs to be 

communicated, be it your products, services or goods there 

is a story. Dilmah communicated their story of tea around 

the world, most of the brands tell their story, the coca cola 

advertisements tell their story, when you look at successful 

business communicators they have been able to inspire others with their story. The story of 

their product, the story of what their product will do in our lives or where it will take us. 

People buy stories. Therefore, never ignore the power of storytelling; get your staff to learn 
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to tell stories of your products, customer service, offers etc. People identify with stories, 

remember stories and are moved with stories. Stories are powerful. Business 

communication for SME’s is about inspiring people. Eg. If you are running a business 

providing people driving learning as a learner, don’t tell your customers about the number of 

drives or the vehicles but rather tell them about someone who could not drive who walked in 

and you trained and got the license and now working or driving without any accidents etc.  

So, you need to be open all the time to identify the stories that you could pick up. You need 

to look for stories, since your story has to be authentic. When you are recruiting tell them the 

story. How you are equipping people to be confident behind the wheel, share your vision 

connecting to your story and invite them to be part of this big story. People tend to 

misunderstand words but can related better to a story.  Develop stories about your journey, 

vision, products, service, creativity, etc. 

 

DefinitionsDefinitionsDefinitionsDefinitions    

Communication Communication Communication Communication - A process by which 

information is exchanged between 

individuals through a common system 

of symbols, signs, or behaviour. 

 

Business communicationBusiness communicationBusiness communicationBusiness communication is information sharing between people within and outside an 

organization that is performed for the commercial benefit of the organization. It can also be 

defined as relaying of information within a business by its people. 

 

Mass communicationMass communicationMass communicationMass communication: Mass communication is a process of transmitting information, 

thoughts, opinions or attitude through specific channel or media to a large number of 

heterogeneous audiences. 
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Personal communicationPersonal communicationPersonal communicationPersonal communication: When people exchanged information related to their personal life 

or personal affair is known as personal communication. 

 

Interpersonal communicationInterpersonal communicationInterpersonal communicationInterpersonal communication: Interpersonal communication occurs when two individuals are 

involved or exchanging information, ideas, opinions, feelings relating to the personal, social, 

organizational, national and international matter who are located in the same place. It is a 

process of face-to-face communication between individuals where messages may be verbal 

(that is, expressed in words) or they may not involve words at all but consist of gestures, 

facial expressions, and certain postures (body language). 

 

Formal communicationFormal communicationFormal communicationFormal communication: Formal communication is the process of exchanging information by 

following the prescribed or official rules, procedures, systems formalities, chain of command 

etc. in the organizational structure. 

 

Informal communicationInformal communicationInformal communicationInformal communication: Informal communication is the process of spontaneous exchange 

of information among various people of different status in the organizational structure. 

 

Verbal and NonVerbal and NonVerbal and NonVerbal and Non----Verbal CommunicationVerbal CommunicationVerbal CommunicationVerbal Communication    

Communication is both verbal and nonverbal as the images depict we communicate more 

with the non-verbal and words we use have very little lasting impact, As you glance through 

this document what will be easier to remember, identify or understand, is it the images or the 

written details? I believe it will be the images.  In terms of impact what we retain and learn 

the most is when we experience and that is the reason most trainings focus on facilitation 

and participatory activities. Case studies, games and activity people are involved will have a 

greater learning outcome. That is why debriefing become a critical skill and a need following 

up in order to facilitate the learning amongst the participants. A more detailed diagram of the 

nonverbal communication is given below.   
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Nonverbal communication can play five rolesNonverbal communication can play five rolesNonverbal communication can play five rolesNonverbal communication can play five roles    

• Repetition:Repetition:Repetition:Repetition: It repeats and often strengthens the message you’re making verbally. 

• ContradicContradicContradicContradiction:tion:tion:tion: It can contradict the message you’re trying to convey, thus indicating 

to your listener that you may not be telling the truth. 

• Substitution:Substitution:Substitution:Substitution: It can substitute for a verbal message. For example, your facial 

expression often conveys a far more vivid message than words ever can. 

• Complementing:Complementing:Complementing:Complementing: It may add to or complement your verbal message. As a boss, if you 

pat an employee on the back in addition to giving praise, it can increase the impact of 

your message. 

• Accenting:Accenting:Accenting:Accenting: It may accent or underline a verbal message. Pounding the table, for 

example, can underline the importance of your message. 
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The many different types of nonverbal communication or body language include:The many different types of nonverbal communication or body language include:The many different types of nonverbal communication or body language include:The many different types of nonverbal communication or body language include:    

    

Facial expressions.Facial expressions.Facial expressions.Facial expressions.    The human face is extremely expressive, able to convey countless 

emotions without saying a word. And unlike some forms of nonverbal communication, facial 

expressions are universal. The facial expressions for happiness, sadness, anger, surprise, 

fear, and disgust are the same across cultures. 

Body movement and posture.Body movement and posture.Body movement and posture.Body movement and posture.    Consider how your perceptions of people are affected by the 

way they sit, walk, stand, or hold their head. The way you move and carry yourself 

communicates a wealth of information to the world. This type of nonverbal communication 

includes your posture, bearing, stance, and the subtle movements you make....    

Gestures.Gestures.Gestures.Gestures.    Gestures are woven into the fabric of our daily lives. You may wave, point, 

beckon, or use your hands when arguing or speaking animatedly, often expressing yourself 

with gestures without thinking.  

Eye contact.Eye contact.Eye contact.Eye contact.    Since the visual sense is dominant for most people, eye contact is an especially 

important type of nonverbal communication. The way you look at someone can 

communicate many things, including interest, affection, hostility, or attraction. Eye contact is 

also important in maintaining the flow of conversation and for gauging the other person’s 

interest and response....    

Touch. Touch. Touch. Touch. We communicate a great deal through touch. Think about the very different 

messages given by a weak handshake, a warm bear hug, a patronizing pat on the head, or a 

controlling grip on the arm, for example.    

Space.Space.Space.Space.    Have you ever felt uncomfortable during a conversation because the other person 

was standing too close and invading your space? We all have a need for physical space, 

although that need differs depending on the culture, the situation, and the closeness of the 

relationship. You can use physical space to communicate many different nonverbal 

messages, including signals of intimacy and affection, aggression or dominance.    

VoicVoicVoicVoice.e.e.e.    It’s not just what you say, it’s how you say it. When you speak, other people “read” 

your voice in addition to listening to your words. Things they pay attention to include your 

timing and pace, how loud you speak, your tone and inflection, and sounds that convey 
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understanding, such as “ahh” and “uh-huh.” Think about how your tone of voice can indicate 

sarcasm, anger, affection, or confidence. 

 

Barriers to Sending Consistent Messages Barriers to Sending Consistent Messages Barriers to Sending Consistent Messages Barriers to Sending Consistent Messages     

We sometimes send confusing or negative non-verbal signals without knowing it. Many 

things can compromise our ability to communicate effectively: -  

Our stress level:Our stress level:Our stress level:Our stress level: When we are experiencing personal or work-related stressors, we may be 

more likely to misread other people’s messages and to send inconsistent or negative non-

verbal signals. This may make it more likely for us to display inappropriate behaviours (e.g., 

yelling, blaming or impatience).  

----    Our wellOur wellOur wellOur well----beingbeingbeingbeing (psychological and/or physical): If we are not feeling well physically or 

emotionally, we can be more likely to focus on the negative aspects of a conversation and 

we may be more likely to send negative or uncaring non-verbal signals. –  

Distraction:Distraction:Distraction:Distraction: If we are distracted by thoughts or our environment (e.g., looking at emails on 

our computer screen while speaking to a worker) our non-verbal signals almost certainly 

convey disinterest. We may give people the impression that we don’t care or are not 

listening, even when this may not be true. 

 

Characteristics of NonCharacteristics of NonCharacteristics of NonCharacteristics of Non----Verbal CommunicationVerbal CommunicationVerbal CommunicationVerbal Communication    

Non-verbal communication is any information that is communicated without using words. 

The important characteristics of non-verbal communication are as follows: 

• No use of wordsNo use of wordsNo use of wordsNo use of words: Non-verbal communication is a communication without words or 

language like oral or written communication. It uses gestures, facial expressions, eye 

contact, physical proximity, touching etc. for communicating with others. 

• Culturally determinedCulturally determinedCulturally determinedCulturally determined: Non-verbal communication is learnt in childhood, passed on to 

you by your parents and others with whom you associate. Through this process of 
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growing up in a particular society, you adopt the taints and mannerisms of your 

cultural group. 

• Different meaningDifferent meaningDifferent meaningDifferent meaning: Non-verbal symbols can many meanings. Cross-culture aspects 

give various meanings to same expression in respect of non-verbal communication. 

• Vague and impreciseVague and impreciseVague and impreciseVague and imprecise: Non-verbal communication is quite vague and imprecise. Since 

in this communication there is no use of words or language which expresses clear 

meaning to the receiver. 

• May conflict with verbal messageMay conflict with verbal messageMay conflict with verbal messageMay conflict with verbal message: Non-verbal communication is so deeply rooted, so 

unconscious, that you can express a verbal message and then directly contradict it 

with a nonverbal message. 

• Largely unconsciousLargely unconsciousLargely unconsciousLargely unconscious: Non-verbal communication is unconscious in the sense that it is 

usually not planned nor rehearsed. It comes almost instantaneously. 

• Shows feelings and attitudesShows feelings and attitudesShows feelings and attitudesShows feelings and attitudes: Facial expressions, gestures, body movements, the way 

you use your eyes – all communicate your feelings and emotions to others. 

• InformalityInformalityInformalityInformality: Non verbal communication does not follow any rules, formality or structure 

like other communication. Most of the cases people unconsciously and habitually 

engaged in non-verbal communication by moving the various parts of the body 

Code system in communicationCode system in communicationCode system in communicationCode system in communication    

Communication is the transfer of information. If you want someone to do something you 

could give him detailed instructions telling him exactly what to do. This would be accurate 

but it might take rather a long time. It would be much 

easier if you could simply say to him: “Go ahead and carry 

out plan number 4.” This simple sentence might replace 

pages of instruction. In the military world certain complex 

patterns of behaviour are coded in this manner so that one 

only has to specify the code number for the whole pattern 

of behaviour to be activated. It is the same with computers: 
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much used programmes are stored under a particular heading and one can call them into 

use by just specifying that heading. When you go into, a library to get a book you could 

describe in detail the book you wanted, giving author, title, subject, general outline etc 

Instead of all that you could just give the code number from the catalogue. Communication 

by code can only work if there are preset patterns. These patterns which may be very 

complex are worked out beforehand and are available under some code heading. Instead of 

transferring all the required information you just transfer the code heading. That code 

heading acts as a trigger word which identifies and calls up the pattern you want. This trigger 

word can be an actual code heading such as the name of a film or it can be some part of the 

information which acts to call up the rest.  

Language itself is the most obvious code system with the words themselves as triggers. 

There are great advantages in any code system. Itis easy to transfer a lot of information very 

quickly and without much effort. It makes it possible to react appropriately to a situation as 

soon as the situation is recognized from its code number without having to examine it in 

detail. It makes it possible to react appropriately to a situation before the situation has even 

developed fully by identifying the situation from the initial aspects of it.1 

Therefore, our own understanding or the interpretation of words, codes, symbols result in 

how we understand and or accept the message. The meaning to the words, codes and 

symbols are given through our own worldviews, background, child hood learning and 

experiences. It becomes therefore important for us to interpret these words and meanings 

from the sender’s worldview.  If not, we will be looking at the information from our own 

colored lenses.  

 

Effective and ineffective Listening SkillsEffective and ineffective Listening SkillsEffective and ineffective Listening SkillsEffective and ineffective Listening Skills    

Most people spend more time listening than they spend on any other communication activity, 

yet a large percentage of people never learn to listen well. One reason is that they develop 

poor listening habits that continue with them throughout life. The following list contains some 

of the most common poor listening habits: common poor listening habits: common poor listening habits: common poor listening habits:     

                                                           
1 Extracted from Lateral Thinking by Edward Bo No 
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Not Paying Attention.Not Paying Attention.Not Paying Attention.Not Paying Attention. Listeners may allow themselves to be distracted or to think of 

something else. Also, not wanting to listen often contributes to lack of attention.  

 

“Pseudo“Pseudo“Pseudo“Pseudo----listening.”listening.”listening.”listening.” Often people who are thinking about something else deliberately try to 

look as though they were listening. Such pretense may leave the speaker with the 

impression that the listener has heard some important information or instructions offered by 

the speaker.  

 

Listening but Not Hearing.Listening but Not Hearing.Listening but Not Hearing.Listening but Not Hearing. Sometimes a person listens only to facts or details or to the way 

they were presented and misses the real meaning.  

 

RehearsingRehearsingRehearsingRehearsing. Some people listen until they want to say something; then they quit listening, 

start rehearsing what they will say, and wait for an opportunity to respond. 

 

Interrupting.Interrupting.Interrupting.Interrupting.    The listener does not wait until the complete meaning can be determined, but 

interrupts so forcefully that the speaker stops in mid-sentence. 

 

Hearing What Is Expected. Hearing What Is Expected. Hearing What Is Expected. Hearing What Is Expected. People frequently think they heard speakers say what they 

expected them to say. Alternatively, they refuse to hear what they do not want to hear. 

 

Feeling Defensive.Feeling Defensive.Feeling Defensive.Feeling Defensive.    The listeners assume that they know the speaker’s intention or why 

something was said, or for various other reasons, they expect to be attacked. 

 

Listening for a Point of Disagreement.Listening for a Point of Disagreement.Listening for a Point of Disagreement.Listening for a Point of Disagreement.    Some listeners seem to wait for the chance to attack 

someone. They listen intently for points on which they can disagree. 
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One way people can improve their listening is to identify their own poor listening habits and 

make an effort to change them. If the listeners will then pay special attention to the 

circumstances that seem to invite such behaviour, they can consciously attempt to change 

their habits. For example, if you realize that you are “ pseudo-listening” to someone, you can 

stop and ask that person to repeat his or her last idea. You can even say, “I’m sorry; my 

mind was wandering.” The more you become conscious of poor listening behaviour, the 

more likely you are to change your poor listening habits. Besides ridding themselves of bad 

listening habits, people can acquire positive listening habits. Listed below are a few 

descriptions of behaviour that can lead to effective listeningeffective listeningeffective listeningeffective listening:  

 

Paying AttentionPaying AttentionPaying AttentionPaying Attention. If people really want to be good listeners, they must, on occasion, force 

themselves to pay attention to the speakers. When speakers are dull conversationalists, a 

listener must sometimes use effort to keep from being distracted by other things. It is 

important not only to focus on the speakers, but to use nonverbal cues (such as eye contact, 

head nods, and smiles) to let them know they are being heard.  

 

Listening for the Whole MessageListening for the Whole MessageListening for the Whole MessageListening for the Whole Message. This includes looking for meaning and consistency or 

congruence in both the verbal and nonverbal messages and listening for ideas, feelings, and 

intentions as well as facts. It also includes hearing things that are unpleasant or unwelcome. 

 

Hearing Before Evaluating.Hearing Before Evaluating.Hearing Before Evaluating.Hearing Before Evaluating. Listening to what someone says without drawing premature 

conclusions is a valuable aid to listening. By questioning the speaker in a non-accusing 

manner, rather than giving advice or judging, a listener can often discover exactly what the 

speaker has in mind—which many times is quite different from what the listener had 

assumed.  

 

Paraphrasing What Was HeardParaphrasing What Was HeardParaphrasing What Was HeardParaphrasing What Was Heard. If the listener non-judgmentally paraphrases the words of 

the speaker and asks if that is what was meant, many misunderstandings and 

misinterpretations can be avoided. 



 

RE 

 

The Four Styles of CommunicationThe Four Styles of CommunicationThe Four Styles of CommunicationThe Four Styles of Communication

                

Learning to identify the different communication styles 

most often in our daily interactions with friends, fam

want to develop effective, assertive communication skills. But how can we tell the difference 

between the styles, and is there a time and place for each one in certain situations? Whilst 

these are not personality traits, these are learnt and can be easily unlearned and adjusted. 

Every person has a unique communication style, a way in which they interact and exchange 

information with others. There are four basic communication styles: 

passive, aggressive, passive-

communication style, and why individuals use them

    

1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION

avoiding expressing their opinions or feelings, protecting their r
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The Four Styles of CommunicationThe Four Styles of CommunicationThe Four Styles of CommunicationThe Four Styles of Communication    

 

Learning to identify the different communication styles - and recognising which one we use 

most often in our daily interactions with friends, family and colleagues -

want to develop effective, assertive communication skills. But how can we tell the difference 

between the styles, and is there a time and place for each one in certain situations? Whilst 

its, these are learnt and can be easily unlearned and adjusted. 

Every person has a unique communication style, a way in which they interact and exchange 

information with others. There are four basic communication styles: 

-aggressive and assertive. It's important to understand each 

communication style, and why individuals use them 

1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION1. PASSIVE COMMUNICATION is a style in which individuals have developed a pattern of 

avoiding expressing their opinions or feelings, protecting their rights, and identifying and 
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and recognising which one we use 

- is essential if we 

want to develop effective, assertive communication skills. But how can we tell the difference 

between the styles, and is there a time and place for each one in certain situations? Whilst 

its, these are learnt and can be easily unlearned and adjusted. 

Every person has a unique communication style, a way in which they interact and exchange 

information with others. There are four basic communication styles: 

assertive. It's important to understand each 

is a style in which individuals have developed a pattern of 

ights, and identifying and 
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meeting their needs. As a result, passive individuals do not respond overtly to hurtful or 

anger-inducing situations. Instead, they allow grievances and annoyances to mount, usually 

unaware of the build-up. But once they have reached their high tolerance threshold for 

unacceptable behaviour, they are prone to explosive outbursts, which are usually out of 

proportion to the triggering incident. After the outburst, however, they may feel shame, guilt, 

and confusion, so they return to being passive.  

 

Passive communicators will often: Passive communicators will often: Passive communicators will often: Passive communicators will often:     

♣fail to assert for themselves  

♣allow others to deliberately or inadvertently infringe on their rights  

♣fail to express their feelings, needs, or opinions  

♣tend to speak softly or apologetically  

♣exhibit poor eye contact and slumped body posture  

 

The impact of a pattern of passive communication is that these individuals: The impact of a pattern of passive communication is that these individuals: The impact of a pattern of passive communication is that these individuals: The impact of a pattern of passive communication is that these individuals:     

♣often feel anxious because life seems out of their control  

♣often feel depressed because they feel stuck and hopeless  

♣often feel resentful (but are unaware of it) because their needs are not being met  

♣often feel confused because they ignore their own feelings  

♣are unable to mature because real issues are never addressed 

 

A passive communicator will say, believe, or behave likeA passive communicator will say, believe, or behave likeA passive communicator will say, believe, or behave likeA passive communicator will say, believe, or behave like: : : :     

♣ “I’m unable to stand up for my rights.”  

♣ “I don’t know what my rights are.”  
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♣ “I get stepped on by everyone."  

♣ “I’m weak and unable to take care of myself.”  

♣ “People never consider my feelings.” 

 

2. AGGRESSIVE COMMUNICATION2. AGGRESSIVE COMMUNICATION2. AGGRESSIVE COMMUNICATION2. AGGRESSIVE COMMUNICATION is a style in which individuals express their feelings 

and opinions and advocate for their needs in a way that violates the rights of others. Thus, 

aggressive communicators are verbally and/or physically abusive.  

 

Aggressive communicators will often: Aggressive communicators will often: Aggressive communicators will often: Aggressive communicators will often:     

♣try to dominate others  

♣use humiliation to control others  

♣criticize, blame, or attack others  

♣be very impulsive  

♣have low frustration tolerance  

♣speak in a loud, demanding, and overbearing voice  

♣act threateningly and rudely  

♣not listen well  

♣interrupt frequently  

♣use “you” statements 

♣have an overbearing or intimidating posture 

 

The impact of a pattern of aggressive communication is that these individuals: The impact of a pattern of aggressive communication is that these individuals: The impact of a pattern of aggressive communication is that these individuals: The impact of a pattern of aggressive communication is that these individuals:     

♣become alienated from others  

♣alienate others  
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♣generate fear and hatred in others  

♣always blame others instead of owning their issues, and thus are unable to mature  

    

The aggressive communicator will say, believe, or behave like: The aggressive communicator will say, believe, or behave like: The aggressive communicator will say, believe, or behave like: The aggressive communicator will say, believe, or behave like:     

♣ “I’m superior and right and you’re inferior and wrong.”  

♣ “I’m loud, bossy and pushy.”  

♣ “I can dominate and intimidate you.”  

♣ “I can violate your rights.”  

♣ “I’ll get my way no matter what.”  

♣ “You’re not worth anything.”  

♣ “It’s all your fault.”  

♣ “I react instantly.”  

♣ “I’m entitled.”  

♣ “You owe me.”  

♣ “I own you.” 

 

3. PASSIVE3. PASSIVE3. PASSIVE3. PASSIVE----AGGRESSIVE COMMUNICATIONAGGRESSIVE COMMUNICATIONAGGRESSIVE COMMUNICATIONAGGRESSIVE COMMUNICATION is a style in which individuals appear 

passive on the surface but are really acting out anger in a subtle, indirect, or behind-the-

scenes way. People who develop a pattern of passive-aggressive communication usually 

feel powerless, stuck, and resentful – in other words, they feel incapable of dealing directly 

with the object of their resentments. Instead, they express their anger by subtly undermining 

the object (real or imagined) of their resentments.  

    

PassivePassivePassivePassive----Aggressive communicators will often: Aggressive communicators will often: Aggressive communicators will often: Aggressive communicators will often:     

♣mutter to themselves rather than confront the person or issue  



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 87 

♣have difficulty acknowledging their anger  

♣use facial expressions that don't match how they feel - i.e., smiling when angry  

♣use sarcasm  

♣deny there is a problem  

♣appear cooperative while purposely doing things to annoy and disrupt  

♣use subtle sabotage to get even  

    

The impact of a pattern of passiveThe impact of a pattern of passiveThe impact of a pattern of passiveThe impact of a pattern of passive----aggressive communication is that these individuals: aggressive communication is that these individuals: aggressive communication is that these individuals: aggressive communication is that these individuals:     

♣become alienated from those around them  

♣remain stuck in a position of powerlessness (like POWs)  

♣discharge resentment while real issues are never addressed so they can't mature  

    

The passiveThe passiveThe passiveThe passive----aggressive communicator will say, believe, or behave like: aggressive communicator will say, believe, or behave like: aggressive communicator will say, believe, or behave like: aggressive communicator will say, believe, or behave like:     

♣ “I’m weak and resentful, so I sabotage, frustrate, and disrupt.”  

♣ “I’m powerless to deal with you head on so I must use guerilla warfare.”  

♣ “I will appear cooperative but I’m not.” 

 

4. ASSERTIVE COMMUNICATION 4. ASSERTIVE COMMUNICATION 4. ASSERTIVE COMMUNICATION 4. ASSERTIVE COMMUNICATION is a style in which individuals clearly state their opinions 

and feelings, and firmly advocate for their rights and needs without violating the rights of 

others. These individuals value themselves, their time, and their emotional, spiritual, and 

physical needs and are strong advocates for themselves while being very respectful of the 

rights of others.  
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Assertive communicators will: Assertive communicators will: Assertive communicators will: Assertive communicators will:     

♣state needs and wants clearly, appropriately, and respectfully  

♣express feelings clearly, appropriately, and respectfully  

♣use “I” statements  

♣communicate respect for others  

♣listen well without interrupting  

♣feel in control of self  

♣have good eye contact  

♣speak in a calm and clear tone of voice  

♣have a relaxed body posture  

♣feel connected to others  

♣feel competent and in control  

♣not allow others to abuse or manipulate them  

♣stand up for their rights 

    

The impact of a pattern of assertive communication is that these The impact of a pattern of assertive communication is that these The impact of a pattern of assertive communication is that these The impact of a pattern of assertive communication is that these individuals: individuals: individuals: individuals:     

♣feel connected to others  

♣feel in control of their lives  

♣are able to mature because they address issues and problems as they arise  

♣create a respectful environment for others to grow and mature  

    

The assertive communicator will say, beliThe assertive communicator will say, beliThe assertive communicator will say, beliThe assertive communicator will say, believe, or behave in a way that says: eve, or behave in a way that says: eve, or behave in a way that says: eve, or behave in a way that says:     

♣ “We are equally entitled to express ourselves respectfully to one another.”  
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♣ “I am confident about who I am.”  

♣ “I realize I have choices in my life and I consider my options.”  

♣ “I speak clearly, honestly, and to the point.”  

♣ “I can’t control others but I can control myself.”  

♣ “I place a high priority on having my rights respected.”  

♣ “I am responsible for getting my needs met in a respectful manner.”  

♣ “I respect the rights of others.”  

♣ “Nobody owes me anything unless they’ve agreed to give it to me.”  

♣ “I’m 100% responsible for my own happiness.” Assertiveness allows us to take 

care of ourselves, and is fundamental for good mental health and healthy 

relationships 

    

Activity Activity Activity Activity ----    Personality AssessmentPersonality AssessmentPersonality AssessmentPersonality Assessment    

a very basic and simple personality test with shapes (DISC and MBTI involves detailed 

questionnaires and analysis and requires certifications) 

Psycho-Geometrics is based on the notion that we tend to be attracted to certain shapes and 

forms in the environment because of our personalities, attitudes, education and experiences, 

as well as the ways in which our individual brains function… If you chose the square, 

triangle, or rectangle, you chose a linear shape. People who are attracted to these tend to be 

left-brain thinkers, taking a logical and organized approach to life. If you chose the circle or 

squiggle, you are categorized as a right-brain thinker. You tend to process information in a 

less linear and more configurable way, and are more interested in the whole rather than its 

individual parts. Right-brain thinkers place emphasis on creativity and intuition. 

Here is what you need to do for this very simple test. Find a sheet of blank paper and draw a 

picture or a design of anything you wish using each of the symbols shown below: 
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• The Triangle 

 

• The Square 

 

• The Circle 

 

• The Squiggle (a short line that curls and loops in an irregular way.) 

 

Draw each of the symbols one time and one of the symbols two times. 

Note: Your drawing may include the symbols in any size you desire. 

Once you've finished, do not add any other details. Now examine the picture or design you 

drew. Is each of the four symbols drawn at least one time? Is only one of the symbols drawn 

twice? Excellent! 

This personality test is based on the theory that we tend to be attracted to certain shapes 

and forms based on our personality, attitudes, education and the way our brain functions. 

    

The symbol you chose to draw twice is your dominant personality.The symbol you chose to draw twice is your dominant personality.The symbol you chose to draw twice is your dominant personality.The symbol you chose to draw twice is your dominant personality.    See descriptions of each See descriptions of each See descriptions of each See descriptions of each 

symbol below.symbol below.symbol below.symbol below.    

    

The descriptioThe descriptioThe descriptioThe descriptions of the four styles …..ns of the four styles …..ns of the four styles …..ns of the four styles …..    

The Triangle 

For centuries, the triangle has symbolized leadership. Remember the ancient Egyptians? 

They buried their pharaohs, their leaders, in pyramids. And the triangle shape is a hierarchy 

– for the military, the government, – with the power concentrated at the top of the triangle. 

• Of the four symbols, the Triangle most closely represents leadership. Triangles are 

ambitious and very interested in their careers. 

• You are an overseer, an expediter, a leader, a person of action. 
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• Your mantra is "Get it done." You want to make things happen now. You ask others 

"when?" instead of "how?" or "why?" 

• Your watchword is now. Not one day, not some time, not tomorrow, but now. 

• You are often charismatic, a person who likes to be the boss and likes to give orders. 

You like to be in control. 

• You are decisive – you like to make decisions – decisions for yourself and decisions 

for everyone else. 

• You see yourself as assertive. Others may see you as aggressive. 

• You may be a fan of someone like Donald Trump or General George S. Patton or 

former British Prime Minister Margaret Thatcher. 

• As a child, when using a coloring book and crayons, you had difficulty staying within 

the lines. You do not like restrictions. 

• Your favourite game – what else? – is follow the leader. 

• Films you might like the movies, "Patton," "Scarface," "JFK," "Erin Brockovich," "Wall 

Street." 

• If you have a favourite song, it might be "All or Nothing at All" by Frank Sinatra. A 

favourite dance? The Tango – the dance of power. 

• Your positive traits: leadership, decisiveness, ambition, focused, results-driven, self-

motivated. 

• Potential pitfalls: impatience, aggressiveness, self-centeredness. 

• Potential career choices: CEO, president of a company, entrepreneur, executive, 

manager, supervisor, surgeon, attorney, politician, military officer, pilot, administrator. 

Triangle’s Motto: "Follow me." 

Triangle CharacteristicsTriangle CharacteristicsTriangle CharacteristicsTriangle Characteristics -less interested in the work itself, more concerned with their career -

ambitious and focused toward the top -shape symbolizes leadership -very competitive -loves 

to make decisions for self and others -able to focus on the goal of the moment -needs to be 

seen as “right” by others, has trouble admitting mistakes -movers and shakers, best 

politicians -well respected, sometimes feared by others 

Personal HabitsPersonal HabitsPersonal HabitsPersonal Habits: Early arriver, good “scooper” of situations, fidgety, interrupter, power 

handshake, addiction (compulsive behaviour possible), game player, informed, good 

problem solver, prefers small groups  
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Stressful Shapes for TrianglesStressful Shapes for TrianglesStressful Shapes for TrianglesStressful Shapes for Triangles: Squiggles, Rectangles, Circles  

Working with Triangles Working with Triangles Working with Triangles Working with Triangles ----Conflict is dealt with using direct confrontation and is viewed as 

competition. In true personalities, they get mad and they get even! -Sometimes prefer being 

a coach rather than a team player. Prefer having several options from which to choose -

Timing is very important when approaching them -Maintain emotional control, especially 

when triangles cannot maintain their own -Present information logically and sequentially -

Show them all different perspectives and make sure you understand them 

The Square 

Of the four symbols, the square places the most emphasis on organization and structure. 

• You are an organizer. You may be constantly organizing people and things around 

you. You are an excellent administrator who enjoys working with figures, statistics, 

programs, and software. 

• Your mantra is "Get it right, even if it takes all night." 

• Your watchword is, "How?" 

• You believe in the status quo and work ethic. You want everything in the right place 

at the right time. 

• You may be a fan of someone like Bill Gates. 

• You enjoy collecting data and information to enter into a database, but others may 

see you as having a compulsive attention to detail. 

• As a child, when using a coloring book and crayons, you tried to color within the 

lines. Your favorite toy may have been Legos (or Lincoln building blocks, depending 

on your age). 

• Your favorite games include: bridge, chess, math, and crossword puzzles. 

• Some of your favorite movies might be: "A Beautiful Mind" and most documentaries, 

including "March of the Penguins." 

• If you have a favorite song, it might be "Why Don’t You Do Right?" by Jessica Rabbit. 

A favorite dance: the square dance with its clear-cut, do-not-deviate, instructions. 

Perhaps even the "Hokey Pokey." 

• Your positive traits: organized, knowledgeable, analytical, patient, persevering, and 

generally neat. 
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• Potential pitfalls: you may be a procrastinator, a perfectionist, aloof, resistant to 

change, and meticulous. 

• Potential career choices: CFO or COO, IT professional, programmer, systems 

analyst, statistician, accountant, professor, bookkeeper, executive assistant, medical 

specialist, teacher, auditor, government worker, editor. 

 

Square’s motto: "Give me a deadline and I’ll get it done."Square’s motto: "Give me a deadline and I’ll get it done."Square’s motto: "Give me a deadline and I’ll get it done."Square’s motto: "Give me a deadline and I’ll get it done."    

Square CharacteristicsSquare CharacteristicsSquare CharacteristicsSquare Characteristics -hard worker, determined to get the job done -most structured of all 

shapes -emphasize organization and logic -need life to be predictable; everything must be in 

the right place at the right time -almost compulsive to detail -make great administrators (not 

managers) -love to collect and organize data -excel when instructions and requirements are 

clear -better at following a plan than designing one -tend to procrastinate over major 

decisions -prefers maintaining status quo to taking risks -uncomfortable with conflict and 

emotional situations  

 

Personal habitsPersonal habitsPersonal habitsPersonal habits- Love routines, lists, calendars, like tangible things, i.e. put it in writing, 

promptness, neatness, cleanliness, precision, attention to detail, social loner  

 

Stressful Shapes for SquaresStressful Shapes for SquaresStressful Shapes for SquaresStressful Shapes for Squares: Squiggles, Circles, Rectangles, Triangles  

 

Working with SquaresWorking with SquaresWorking with SquaresWorking with Squares -Do not catch the square unprepared to discuss a problem -Avoid 

chaos, surprised and emotional situations -Think through your argument thoroughly before 

approaching a square -Keep abreast of your tasks and on schedule -Save face for the 

square; they are concerned with maintaining the respect of their colleagues 

The Circle 

Of the four symbols, the circle is the most kind and caring. Your focus is to smooth the 

waters and keep the peace. You are the glue that holds the family or the work team 

together–that sensitive person who really cares about feelings. 

• You are an optimist. You enjoy working in unison with others to get things done. 

• Your mantra is, "Can’t we all just get along?" 
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• Your watchword is "Who?" (Who will be on the team?) 

• You express kindness, caring, and concern. You are an excellent communicator 

because you are an effective listener and know how to establish empathy quickly. 

You are an excellent problem solver. 

• Your hero may be someone like Florence Nightingale, Albert Schweitzer or Mother 

Teresa. 

• You try to keep the peace but others may see you as trying too hard to please 

everyone. 

• As a child, you enjoyed many games and sports, but in softball or baseball you were 

often the outfielder. 

• Your favorite games may include bowling, badminton, tennis, shuffleboard and most 

team sports. 

• Films you may want to see again are, “The Wizard of Oz," or the animated film, "Up." 

• Your favorite song may be "Accentuate the Positive." Your favorite dance? the 

"Electric Slide." 

• Your positive traits: friendly, persuasive, empathic, generous, and reflective. 

• Potential pitfalls: indecisive, moody, manipulative, and you may have a tendency to 

get too personal. 

• Potential career choices: doctor, nurse, teacher, human resource professional, 

psychologist, professor, historian, consultant, scout leader, administrative assistant, 

nun. 

 

Circle’s motto: "Be positive and I will help you do it."Circle’s motto: "Be positive and I will help you do it."Circle’s motto: "Be positive and I will help you do it."Circle’s motto: "Be positive and I will help you do it."    

Circle Characteristics-really care about others, about all people -will do whatever it takes to 

make co-workers, friends, and family happy -smooth the waters and keep the peace -

interested in interpersonal relationships; “reads” others well -best communicators and 

listeners of all shapes -weak business manages -avoid making unpopular decisions -don not 

care who has control; can be taken advantage of by more dominant personalities -holistic 

thinkers -excellent “people” problem solvers and team players 
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Personal HabitsPersonal HabitsPersonal HabitsPersonal Habits- Face to face communications, easygoing, joiner, often in charge of social 

events, prefer small groups, old-fashioned and sentimental, complimentary, neatness not a 

priority, artistic, reader, loves to fix things  

 

Stressful Shapes for CirclesStressful Shapes for CirclesStressful Shapes for CirclesStressful Shapes for Circles: Squares, Triangles  

 

Working with CirclesWorking with CirclesWorking with CirclesWorking with Circles -Conflict distresses them a great deal; they tend to take everything 

personally -Focus on accommodation and compromise when disagreeing; it is more 

important for the circle to preserve a relationship than to solve the problem -Let them know it 

is OK to disagree -Keep the discussion focused and confidential; circles are prone to involve 

other issues and people -Circles can be very persuasive 

The Squiggle 

Of the four symbols, the squiggle is the most unique and the most creative. 

• You are original and are always considering possibilities. 

• Your mantra is, "Get it done ... differently." 

• Your watchword is, "Why?" (Why do we have to do it that way? What are our 

alternatives?) You continually ask, "What if?" 

• You are a future-oriented person. 

• You are creative, imaginative, free form, and like to have fun and think out-of-the-

square. 

• Your hero may be someone like Albert Einstein, Erma Bombeck or Walt Disney. 

• You see yourself as always looking for new ideas, new ways and new products. 

Others may sometimes consider you a little strange or far-out. 

• As a child you preferred to draw your own original pictures, rather than color in a 

coloring book. You often colored trees purple, leaves yellow, and the sky green. 

• Your favorite games are charades, musical chairs, and karaoke. 

• Movies you may want to see again are, "Avatar" and animated films like "Despicable 

Me" and the “Shrek” series. 

• Your favorite song may be "MairzyDoats." Your favorite dance? You don't have one. 

You make up the steps as you go. 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 96 

• Your positive traits: conceptual, creative, intuitive, expressive, motivating, witty, and 

inventive. 

• Potential pitfalls: disorganized, impractical, unrealistic, illogical, eccentric, naïve, 

uninhibited. 

• Potential career choices: writer, journalist, comedian, actor, creative director, 

marketing associate, sales associate, musician, scientist, researcher, entrepreneur, 

chef, public relations agent, inventor, real estate agent. 

    

Squiggle’s motto: "Be creative."Squiggle’s motto: "Be creative."Squiggle’s motto: "Be creative."Squiggle’s motto: "Be creative."    

Characteristics Characteristics Characteristics Characteristics -also symbolic of creativity (most unique of all shapes because it has no 

closure) -more configural when processing information -able to produce truly great and new 

ideas -challenge the status quo -future oriented; more interested is possibilities than reality -

excitable; energized by change -uninterested in details, facts, figures -disdains highly 

structured and mechanized work environments; prefers free-flowing, independent situations 

    

Personal HabitsPersonal HabitsPersonal HabitsPersonal Habits Fast mover, interrupts a lot, loses things, daydreams constantly, seeks 

stimulation, enjoys new people and new situations, rebel, life of party, spontaneous, will talk 

to anyone  

 

Stressful Shapes for SquigglesStressful Shapes for SquigglesStressful Shapes for SquigglesStressful Shapes for Squiggles: Squares, Triangles  

Working with SquigglesWorking with SquigglesWorking with SquigglesWorking with Squiggles -Squiggles perceive most conflicts as unimportant compared to 

other things they need to do; however, when they do find it worthwhile, they can be very 

persuasive and competitive -You may have to guard yourself against their powerful energy if 

it is too overbearing -Hold discussions in neutral locations -When you reach an agreement 

you should follow up and work out the details; the squiggle will be off to other activities 
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ActivitActivitActivitActivity y y y ----    listening in different wayslistening in different wayslistening in different wayslistening in different ways    
 

SummarySummarySummarySummary    ----    To enable participants to experience and practise listening in different ways. 

Participants share a story of an incident that didn’t turn out as they wanted it to. They are 

listened to in different ways, and different interpretations of the story emerge. 

ApproachApproachApproachApproach    ----    Share that in this activity we explore the idea and value of listening at three 

levels: 

1. the facts 

2. the feelings 

3. the purpose.  

o This is also known as listening with the head (the facts), the heart (the feelings) 

and the feet (the purpose).  

o Split the group into groups of four. One person volunteers a story that they are 

comfortable to share an incident or situation that is not yet settled or where they 

would have wanted a different outcome. If the group is still trying to get to know 

each other, ask them to avoid deeply emotional experiences. 

o Ask the three remaining participants to choose one of the roles below and explain 

that they will be asked to share what they heard afterwards: 

 one person in the group should listen only for the facts (head)  

 one person should focus on listening only for the feelings (heart) 

 one person should focus on listening for the purpose – why the 

storyteller is telling this story (feet).  

o Invite the storyteller to share their story.  

o Now ask the participants to share what they heard. Try to avoid them just re-

telling the story and to focus on giving just the information related to their role (i.e. 

either the facts, feelings or the purpose behind why the storyteller shared their 

story). 

DebriefDebriefDebriefDebrief    

o Ask the group how they found the practice of listening at different levels? What was 

valuable about this process? 
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o Are there different ways the story can be interpreted? Has the storyteller learned 

anything through this process? 

o Are there times when it would be useful to listen more for the facts the feelings or the 

purpose? For example: judges in a court of law try to ensure that attention is paid to 

the facts. When listening to someone who want to sell you something you may want 

to listen for the purpose – why is this person telling you a personal story is it just to 

encourage you to buy the product? 
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IntroductionIntroductionIntroductionIntroduction    

We don't live in a vacuum or work in isolation. Even in this high-paced technical world, we 

are always communicating in some way. Since so many of our waking hours are spent 

working, a great deal of our lives are spent interacting with co-workers, clients and 

customers.  The ability to use effective interpersonal skills helps you build not just better 

relationships with others, but makes working with them more enjoyable. The ability to 

communicate and connect with others at work will make you happier.  It will help you build a 

sense of community and gain the support of others when you need it.  The origin of all 

effective relationships resides within ourselves.  It begins with our ability to value others and 

use the interpersonal skills needed to demonstrate that. When you manage or lead other 

people, it is especially critical to gain the Interpersonal Leadership Skills you need.  In the 

business domain, the term refers to an employee's ability to get along with others while 

getting the job done. People with strong interpersonal skills are often more successful in 

both their professional and personal lives. 

 

"The most basic of all human needs is the need to understand  

and be understood." - Ralph Nichols 

 

Interpersonal skills relate to the knowledge of social expectations and customs, and they 

consider others' reactions to adjust tactics and communication as needed. Some describe 

interpersonal skills as social intelligence that relies on paying attention to the actions and 

speech of others and interpreting it correctly as part of forming a response. While they are 

based in part on an individual's personality and instincts, these skills also develop with life 

experiences and knowledge. Through awareness of how you interact with others, and with 

practice, you can improve your interpersonal skills.  

 

Since decision making, counselling skills, Leadership including emotional intelligence will be 

discussed in detail in separate documents, the focus will be on self-awareness through the 

Johari window and understating conflict styles through the inventory.    
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"Your career success in the workplace of today 

depends on the quality of your people skills."

Interpersonal skills for entrepreneursInterpersonal skills for entrepreneursInterpersonal skills for entrepreneursInterpersonal skills for entrepreneurs

Humans are social beings, so the manne

to establish positive relationships have an enormous impact on our success in the different 

areas of our lives. This is especially important when a person is running a business and 

dealing with customers, suppliers, employees, investors, and others on a regular basis.

well we handle ourselves in these relationships and the way we are perceived by others 

could facilitate and bring about winning a contract, landing a big client, successfully 

negotiating favourable financing terms and conditions with lending institution, solving 

conflicts among employees, building effective teams, leaving a good impression with the 

media, and more. People with improved interpersonal skills tend to have a positive attitud

to be more solution-oriented. Everyone enjoys doing business with those who can get the 

job done and get along with others at the same time. 

 

“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”

 

Most business owners probably don’t even realize that they practice communication skills 

every day in the course of running a business. Entrepreneurs should be able to effectively 

interpret other people’s messages and adapt their own messages to others. It means that 
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Figure 1 Skills for interpersonal relations    

"Your career success in the workplace of today - independent of technical expertise 

depends on the quality of your people skills." - Max Messmer

Interpersonal skills for entrepreneursInterpersonal skills for entrepreneursInterpersonal skills for entrepreneursInterpersonal skills for entrepreneurs    

Humans are social beings, so the manner in which we interrelate with others and our ability 

to establish positive relationships have an enormous impact on our success in the different 

areas of our lives. This is especially important when a person is running a business and 

s, suppliers, employees, investors, and others on a regular basis.

well we handle ourselves in these relationships and the way we are perceived by others 

could facilitate and bring about winning a contract, landing a big client, successfully 

g favourable financing terms and conditions with lending institution, solving 

conflicts among employees, building effective teams, leaving a good impression with the 

People with improved interpersonal skills tend to have a positive attitud

oriented. Everyone enjoys doing business with those who can get the 

job done and get along with others at the same time.  

“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”

――――    John C. MaxwellJohn C. MaxwellJohn C. MaxwellJohn C. Maxwell    

s probably don’t even realize that they practice communication skills 

every day in the course of running a business. Entrepreneurs should be able to effectively 

interpret other people’s messages and adapt their own messages to others. It means that 
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independent of technical expertise - 

Max Messmer 

r in which we interrelate with others and our ability 

to establish positive relationships have an enormous impact on our success in the different 

areas of our lives. This is especially important when a person is running a business and 

s, suppliers, employees, investors, and others on a regular basis. How 

well we handle ourselves in these relationships and the way we are perceived by others 

could facilitate and bring about winning a contract, landing a big client, successfully 

g favourable financing terms and conditions with lending institution, solving 

conflicts among employees, building effective teams, leaving a good impression with the 

People with improved interpersonal skills tend to have a positive attitude, 

oriented. Everyone enjoys doing business with those who can get the 

“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”“People don’t care how much you know unless you know how much you care”    

s probably don’t even realize that they practice communication skills 

every day in the course of running a business. Entrepreneurs should be able to effectively 

interpret other people’s messages and adapt their own messages to others. It means that 
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during normal business activities entrepreneurs use such communication skills as active 

listening and responding skills, persuasion and negotiating skills, public speaking skills, and 

writing skills.  

 

Active Listening SkillsActive Listening SkillsActive Listening SkillsActive Listening Skills    

    

Listening is the ability to receiv

messages in the communication process. 

Listening is the key to all effective 

communication, without the ability to listen 

effectively messages are easily 

misunderstood, communication breaks down, 

and the sender of the message can easily 

become frustrated or irritated. Listening is 

so important that many top employers provide a listening skills training for their employees. 

Being an active listener will help do the following:

• Increase management effectiveness of response

• Improve customer rela

• Avoid or reduce conflict

• Reduce customer complaints

• Be better at satisfying your customers’ needs and wants

• Create a better work environment

•  

Persuasion and Negotiating SkillsPersuasion and Negotiating SkillsPersuasion and Negotiating SkillsPersuasion and Negotiating Skills

    

It’s often used to motivate others to come to an agreement or accomplish 

of how big or small the issue, effective persuasion comes down to three things: 

The Facts

• knowing what you are 
talking about
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normal business activities entrepreneurs use such communication skills as active 

listening and responding skills, persuasion and negotiating skills, public speaking skills, and 

Listening is the ability to receive and interpret 

messages in the communication process. 

Listening is the key to all effective 

communication, without the ability to listen 

effectively messages are easily 

misunderstood, communication breaks down, 

and the sender of the message can easily 

ome frustrated or irritated. Listening is 

so important that many top employers provide a listening skills training for their employees. 

Being an active listener will help do the following: 

Increase management effectiveness of response 

Improve customer relations 

Avoid or reduce conflict 

Reduce customer complaints 

Be better at satisfying your customers’ needs and wants 

etter work environment 

Persuasion and Negotiating SkillsPersuasion and Negotiating SkillsPersuasion and Negotiating SkillsPersuasion and Negotiating Skills    

It’s often used to motivate others to come to an agreement or accomplish 

of how big or small the issue, effective persuasion comes down to three things: 

Figure 3 Persuasion in action    

People

• knowing your 
audience

Technique

• being aware of subtle 
persuation techniques

Figure 2  How to listen actively    
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normal business activities entrepreneurs use such communication skills as active 

listening and responding skills, persuasion and negotiating skills, public speaking skills, and 

so important that many top employers provide a listening skills training for their employees. 

It’s often used to motivate others to come to an agreement or accomplish goals. Regardless 

of how big or small the issue, effective persuasion comes down to three things:     

 

Technique

being aware of subtle 
persuation techniques
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Negotiation is the process of discussion between two or more disputants, who seek to find a 

solution to a common problem, one that meets their needs and interests acceptably. 

Learning to be a skilled negotiator can help you make deals, solve problems, manage 

conflicts, and build relationships. 

 

Writing skillsWriting skillsWriting skillsWriting skills    

    

Communication is much more than speaking and listening – writing is also a major part of a 

business person’s world, 

making writing skills crucial for 

success. Thus, an 

entrepreneur should be able to 

write a business letter, a 

business plan, a report, as well 

as know how effectively 

communicate via electronic 

media, writing effective e-

mails, texting, using social media.  

Figure 4 Writing skills needed    

They are the keys to make relationships successful, which brings about success of a 

business. So, successful entrepreneurs cannot do without strong interpersonal skills, 

communication skills in particular. 

 

Consumer FocusConsumer FocusConsumer FocusConsumer Focus    

    

Digital marketing has changed the game for a lot of entrepreneurs. So much of success is 

now contingent upon understanding the needs of consumers and finding ways to meet them 

with your business.  Entrepreneurs need to work to really understand the mentality of the 

people who make their business possible, then cater your products, services, policies, and 

marketing campaigns to those people. 

Business 
Writing

Business 
Letters

Business 
Plans

Reports

Email Text

Memos

Power 
points

Social 
media 
posts
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The Ability to InspiThe Ability to InspiThe Ability to InspiThe Ability to Inspire Othersre Othersre Othersre Others    

    

No one can doubt that an entrepreneur is passionate about their work. But it’s the ability to 

instil that inspiration in others that really drives success.

of the communication skill. You need to be able to exp

then take it a step further to make the project resonate with your team.

Inspiring your network of influencers, for example, can be a major driving force behind your 

business. 

If you can get others excited about your w

 

 

 

 

JOHARIwindowJOHARIwindowJOHARIwindowJOHARIwindow 

 

It is necessary to improve self

when they are in a group. The ‘Johari’ window model is a convenient method used to 

achieve this task of underst

and enhancing communication 

between the members in a group. 

The Johari window is a 

technique that helps people better 

understand their relationship with 

themselves and others. It was 

created by psychologists Joseph 

Luft (1916–2014) and Harrington 

Ingham (1916–1995) in 1955 

“For the person trying to do everything alone, the game really is over. If you want to do 
something big, you must link up with others. One is too small a n

greatness. That’s the Law o

“A great dream with a bad team is nothing more than a nightmare.” 
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No one can doubt that an entrepreneur is passionate about their work. But it’s the ability to 

instil that inspiration in others that really drives success. In some ways, this is an extension 

of the communication skill. You need to be able to explain things in an understandable way, 

then take it a step further to make the project resonate with your team. 

Inspiring your network of influencers, for example, can be a major driving force behind your 

If you can get others excited about your work, the momentum created can be huge.

It is necessary to improve self-awareness and personal development among individuals 

when they are in a group. The ‘Johari’ window model is a convenient method used to 

achieve this task of understanding 

and enhancing communication 

between the members in a group. 

is a 

that helps people better 

understand their relationship with 

themselves and others. It was 

created by psychologists Joseph 

2014) and Harrington 

 

“For the person trying to do everything alone, the game really is over. If you want to do 
something big, you must link up with others. One is too small a number to achieve 

greatness. That’s the Law of Significance.” - ― John C. Maxwell,

“A great dream with a bad team is nothing more than a nightmare.” - ― John C. Maxwell,

Figure 5 The four quadrants
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No one can doubt that an entrepreneur is passionate about their work. But it’s the ability to 

In some ways, this is an extension 

lain things in an understandable way, 

Inspiring your network of influencers, for example, can be a major driving force behind your 

ork, the momentum created can be huge. 

awareness and personal development among individuals 

when they are in a group. The ‘Johari’ window model is a convenient method used to 

“For the person trying to do everything alone, the game really is over. If you want to do 
umber to achieve 

― John C. Maxwell, 

― John C. Maxwell, 

The four quadrants    
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Usage of the tool:  

• self-awareness 

• personal development 

• improving communications 

• interpersonal relationships 

• group dynamics 

• team development; and 

• inter group relationships 

 

The Johari window model is used to enhance the individual’s perception on others. This 

model is based on two ideas- trust can be acquired by revealing information about you to 

others and learning yourselves from their feedbacks. Each person is represented by the 

Johari model through four quadrants or window pane. Each four window panes signifies 

personal information, feelings, motivation and whether that information is known or unknown 

to oneself or others in four viewpoints. 

 

The method of conveying and accepting feedback is interpreted in this model. A Johari is 

represented as a common window with four panes. Two of these panes represent self and 

the other two represent the part unknown to self but to others. The information transfers from 

one pane to the other as the result of mutual trust which can be achieved through socializing 

and the feedback got from other members of the group. 

1. TheTheTheThe    openopenopenopen    quadrantquadrantquadrantquadrant (area of free activity). This area consists of things known to both 

the individual and the people they’re interacting with such as names, preferences, 

areas of expertise, and so forth. It can reach into more subjective territory as well 

concerning knowledge about your wants, desires, motives, behaviors, and so forth. 

You can visualize this quadrant as one that expands in size as you get to know a 

person and their habits, personality, and other things that make them unique. Here 

the information about the person his attitudes, behaviour, emotions, feelings, skills 

and views will be known by the person as well as by others. This is mainly the area 

where all the communications occur and the larger the arena becomes the more 

effectual and dynamic the relationship will be. ‘Feedback solicitation’ is a process 

which occurs by understanding and listening to the feedback from another person. 
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Through this way the open area can b

spot. The size of the arena can also be increased downwards and thus by reducing 

the hidden and unknown areas through revealing one’s feelings to other person.

 

2. TheTheTheThe    blindblindblindblind    quadrantquadrantquadrantquadrant (blind area). This space repre

about you but for which you do not know they are aware. In other words, it contains 

the set of things that I think you don’t know about me but that you actually know 

about me. Others may interpret yourselves differently 

assume that the public and private selves are all that we are. However, the views that 

others have of us may be different from those we have of ourselves. For example a 

person who considers themselves as intelligent may be viewed 

socially ignorant by others. Our blind selves may remain blind because others will not 

discuss this part of us for a range of reasons. Perhaps they realize that we would be 

unable to accept what they see. Perhaps they have tried to discu

been so blind that we assume their views are invalid. They may also withhold this 

information as it gives them power over us. The blind spot is reduced for an efficient 

communication through seeking feedback from others.

 

3. TheTheTheThe    hiddenhiddenhiddenhidden    quaquaquaquadrantdrantdrantdrant 

quadrant in the sense that it captures things that I know about myself but that you 

don’t know about me. This 

yourself. This includes f

of our feelings and information as private as it affects the relationships and thus the 

hidden area must be reduced by moving the information to the open areas

 

4. TheTheTheThe    unknownunknownunknownunknown    quadrantquadrantquadrantquadrant

activity). Finally, the fourth self is one which 

neither us or nor other people see. This 

undiscovered self may include both good and 

bad things that may remain forever 

undiscovered or may one day be discovered, 

entering the private, blind or maybe eve

public selves. The Information which are 
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Through this way the open area can be increased horizontally decreasing the blind 

spot. The size of the arena can also be increased downwards and thus by reducing 

the hidden and unknown areas through revealing one’s feelings to other person.

(blind area). This space represents things that other people know 

about you but for which you do not know they are aware. In other words, it contains 

the set of things that I think you don’t know about me but that you actually know 

about me. Others may interpret yourselves differently than you expect. We often 

assume that the public and private selves are all that we are. However, the views that 

others have of us may be different from those we have of ourselves. For example a 

person who considers themselves as intelligent may be viewed as an arrogant and 

socially ignorant by others. Our blind selves may remain blind because others will not 

discuss this part of us for a range of reasons. Perhaps they realize that we would be 

unable to accept what they see. Perhaps they have tried to discuss this and we have 

been so blind that we assume their views are invalid. They may also withhold this 

information as it gives them power over us. The blind spot is reduced for an efficient 

communication through seeking feedback from others. 

 (avoided or hidden area). This is the inverse of the blind 

quadrant in the sense that it captures things that I know about myself but that you 

don’t know about me. This is information which you feel reluctant to reveal

. This includes feelings, past experiences, fears, secrets etc. 

of our feelings and information as private as it affects the relationships and thus the 

hidden area must be reduced by moving the information to the open areas

quadrantquadrantquadrantquadrant (area of unknown 

activity). Finally, the fourth self is one which 

neither us or nor other people see. This 

undiscovered self may include both good and 

bad things that may remain forever 

undiscovered or may one day be discovered, 

entering the private, blind or maybe even 

public selves. The Information which are 
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e increased horizontally decreasing the blind 

spot. The size of the arena can also be increased downwards and thus by reducing 

the hidden and unknown areas through revealing one’s feelings to other person. 

sents things that other people know 

about you but for which you do not know they are aware. In other words, it contains 

the set of things that I think you don’t know about me but that you actually know 

than you expect. We often 

assume that the public and private selves are all that we are. However, the views that 

others have of us may be different from those we have of ourselves. For example a 

as an arrogant and 

socially ignorant by others. Our blind selves may remain blind because others will not 

discuss this part of us for a range of reasons. Perhaps they realize that we would be 

ss this and we have 

been so blind that we assume their views are invalid. They may also withhold this 

information as it gives them power over us. The blind spot is reduced for an efficient 

(avoided or hidden area). This is the inverse of the blind 

quadrant in the sense that it captures things that I know about myself but that you 

information which you feel reluctant to reveal about 

eelings, past experiences, fears, secrets etc. We keep some 

of our feelings and information as private as it affects the relationships and thus the 

hidden area must be reduced by moving the information to the open areas 
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unaware to yourselves as well as others. This includes the information, feelings, 

capabilities, talents etc. This can be due to traumatic past experiences or events 

which can be unknown for a lifetime. The person 

hidden qualities and capabilities or through observation of others. Between the Blind 

and Undiscovered selves are partly hidden selves that only some people see. 

Psychologists and those who are more empathic, for examp

than the average person. Open communication is also an effective way to decrease 

the unknown area and thus to communicate effectively.

ExampleExampleExampleExample    

 

Kamani got a job in an organization. Her co

context the unknown and hidden areas will be larger and the open area will be small. As the 

others don’t know much about her the blind spot also will be smaller and the model will be as 

shown in Figure 1. 

effective interaction among the colleagues.
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unaware to yourselves as well as others. This includes the information, feelings, 

capabilities, talents etc. This can be due to traumatic past experiences or events 

which can be unknown for a lifetime. The person will be unaware till he discovers his 

hidden qualities and capabilities or through observation of others. Between the Blind 

and Undiscovered selves are partly hidden selves that only some people see. 

Psychologists and those who are more empathic, for example, may well see more 

than the average person. Open communication is also an effective way to decrease 

the unknown area and thus to communicate effectively. 

Kamani got a job in an organization. Her co-workers knew a little about her and in this 

ntext the unknown and hidden areas will be larger and the open area will be small. As the 

others don’t know much about her the blind spot also will be smaller and the model will be as 

Kamani spent most of her free time sketching in the 

office which was her preferred pastime and her co

workers found her very shy and elusive. With that 

evaluation she got the idea how she was and tried to be 

more talkative and interacted more with other co

workers. This helped her to increase her open area 

thus making the hidden and unknown areas smaller. 

(Figure 2). Through the feedback Kamani got from her 

co-workers she could perform well in the office and her 

real capacity could be obtained as a result of an 

effective interaction among the colleagues. 
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unaware to yourselves as well as others. This includes the information, feelings, 

capabilities, talents etc. This can be due to traumatic past experiences or events 

will be unaware till he discovers his 

hidden qualities and capabilities or through observation of others. Between the Blind 

and Undiscovered selves are partly hidden selves that only some people see. 

le, may well see more 

than the average person. Open communication is also an effective way to decrease 

workers knew a little about her and in this 

ntext the unknown and hidden areas will be larger and the open area will be small. As the 

others don’t know much about her the blind spot also will be smaller and the model will be as 

Kamani spent most of her free time sketching in the 

office which was her preferred pastime and her co-

workers found her very shy and elusive. With that 

evaluation she got the idea how she was and tried to be 

more talkative and interacted more with other co-

workers. This helped her to increase her open area and 

thus making the hidden and unknown areas smaller. 

Through the feedback Kamani got from her 

workers she could perform well in the office and her 

real capacity could be obtained as a result of an 
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The balance between the four quadrants can change. You might want to tell someone an 

aspect of your life that you had previously kept hidden. For example, maybe you are not 

comfortable contributing ideas in large groups. This would increase your open area and 

decrease your hidden area.  

 

It is also possible to increase your open area by asking for feedback from people. When 

feedback is given honestly to you it can reduce the size of your blind area. Maybe you 

interrupt people before they have finished making their point which can cause frustration. 

Alternatively people may always want to talk to you because you are a good listener. 

Sometimes you don’t realise these aspects of your character until it is pointed out.By 

working with others it is possible for you to discover aspects that neither of you may never 

have appreciated before. 
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Involve other people and ask for feedback about yourself. Be prepared to seriously consider 

it. That doesn’t mean that you have to do everything that’s suggested, but you should at 

least listen and think about it. Then give the person who provided the feedback some 

acknowledgement or thanks for making the effort.  Depending on how confident you are you 

might prefer to do this as either a group exercise or on a one to one basis. Remember that 

giving effective feedback is a skill and some people may be better at it than others. When 

receiving feedback, be respectful, listen and reflect on what has been said. It may be on 

receiving feedback you may want to explore it further that can lead to discovery about 

yourself. 

Notes to trainers:Notes to trainers:Notes to trainers:Notes to trainers:    

• It is one of the few tools out there that has an emphasis on “soft skills” such as 

behaviour, empathy, co-operation, inter group development and interpersonal 

development.  It’s a great model to use because of its simplicity and also because it 

can be applied in a variety of situations and environments. 

 

• Johari is a very elegant and potent model, and as with other powerful ideas, simply 

helping people to understand is the most effective way to optimise the value to 

people.  When people really understand it in their own terms, it empowers them to 

use the thinking in their own way, and to incorporate the underlying principles into 

their future thinking and behaviour. 

 

• As mentioned above the value in the tool is in the application, encourage participants 

to explore their unknown areas. This is potential. However, in order to discover the 

unknown I need to explore the blind area fearlessly.  

 

• Exercise: Print out the 3-5 copies of the JOHARI Window Worksheet. Ask 

participants to discuss with to 3-5 people you work with that you can trust to give 

honest yet supportive feedback. With each person, fill out one sheet. Make sure you 

both mutually agree on the Open/Free Area items. Ask for their thoughts on your 

Blind Area. Then share, if you feel safe, items for the Hidden Area. For the Unknown 

Area, ask them to share some thoughts or insights on untapped potential you might 

have that have yet fully emerge. When all the sessions are complete, combine all the 
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finding one to one master form and then list 3 actions you can take that will address 

the significant issues raised during this exercise. Once you actions items are 

decided, loop back with the people who gave you the data and share with them you 

action plan.  

 

• The SWOT Analysis widely used for business can also be analyzed for selfselfselfselfand can 

be a great tool as a follow up to this session.   

 

• The conflict style assessment can be used as a further tool to help participants 

understand more about themselves.  

 

Strategies wStrategies wStrategies wStrategies we use in conflicts:e use in conflicts:e use in conflicts:e use in conflicts:    Understanding your Understanding your Understanding your Understanding your 

style?style?style?style?    

Different people use different strategies for managing conflicts.  These strategies are 

learned, usually in childhood, and seem to function automatically.  Usually we are not aware 

at the time of how we act in conflict situations.  We do whatever seems to come naturally.  

But we do have a personal strategy; and because it was learned, we can always change it 

by learning new and more effective ways of managing conflicts. When you become engaged 

in a conflict, there are two major concerns you have to take into account: 

1. Achieving your personal goals - you are in conflict because you have a goal that 

conflicts with another person's goal.  Your goal may be highly important to you, or it 

may be of little importance. 

2. Keeping good relationship with the other person - you may need to be able to interact 

effectively with the other person in the future.  The relationship may be very important 

to you, or it may be of little importance. 

 

The importance of these two areas will affect the ways in which you act in any given conflict. 

From these two concerns it is possible to identify five styles of conflict management: 
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Conflict styles questionnaireConflict styles questionnaireConflict styles questionnaireConflict styles questionnaire    

The proverbs listed below can be thought of as some of the different strategies for resolving 

conflict. Read each of the proverbs and using the following scale score how typical each is of 

your actions when in conflict. Using the scale 1 -5 indicate how typical each proverb is of 

your action in a conflict. For greater accuracy of results when answering consider only your 

work setting orororor your home setting and not both when answering the questions.  Answer 

honestly since the results will be based on strictly on your answers. There are 35 proverbs in 

the questionnaire. Do not overthink the proverb and answer quickly.  

5555 - very typical of the way I act in a conflict (usually do this) 

4444 - frequently typical of the way I act in a conflict (frequently do this) 

3333 - sometimes typical of the way I act in a conflict (sometimes do this) 

2222 - seldom typical of the way I act in a conflict (seldom do this) 

1111 - never typical of the way I act in a conflict (never do this)        

    

        

ASSESMENTASSESMENTASSESMENTASSESMENT    QUESTIONNAIREQUESTIONNAIREQUESTIONNAIREQUESTIONNAIRE    

    ProverbProverbProverbProverb    Score (1Score (1Score (1Score (1----5)5)5)5)    

1111    It is easier to refrain than to retreat from a quarrelIt is easier to refrain than to retreat from a quarrelIt is easier to refrain than to retreat from a quarrelIt is easier to refrain than to retreat from a quarrel        

2222    If you cannot make a persoIf you cannot make a persoIf you cannot make a persoIf you cannot make a person think as you do, make him or her do as you thinkn think as you do, make him or her do as you thinkn think as you do, make him or her do as you thinkn think as you do, make him or her do as you think        

3333    Soft words win hard heartsSoft words win hard heartsSoft words win hard heartsSoft words win hard hearts        

4444    You scratch my back, I'll scratch yoursYou scratch my back, I'll scratch yoursYou scratch my back, I'll scratch yoursYou scratch my back, I'll scratch yours        

5555    Come now and let us reason togetherCome now and let us reason togetherCome now and let us reason togetherCome now and let us reason together        

6666    When two quarrel, the person who keeps silent first is the most praiseworthyWhen two quarrel, the person who keeps silent first is the most praiseworthyWhen two quarrel, the person who keeps silent first is the most praiseworthyWhen two quarrel, the person who keeps silent first is the most praiseworthy        

7777    MightMightMightMight    overcomes rightovercomes rightovercomes rightovercomes right        

8888    Smooth words make smooth waysSmooth words make smooth waysSmooth words make smooth waysSmooth words make smooth ways        

9999    Better half a loaf than no bread at allBetter half a loaf than no bread at allBetter half a loaf than no bread at allBetter half a loaf than no bread at all        
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10101010    Truth lies in knowledge, not in majority opinionTruth lies in knowledge, not in majority opinionTruth lies in knowledge, not in majority opinionTruth lies in knowledge, not in majority opinion        

11111111    He who fights and runs away lives to fight another day He who fights and runs away lives to fight another day He who fights and runs away lives to fight another day He who fights and runs away lives to fight another day         

12121212    He hath conquered well that hath made hisHe hath conquered well that hath made hisHe hath conquered well that hath made hisHe hath conquered well that hath made his    enemies fleeenemies fleeenemies fleeenemies flee        

13131313    Kill your enemies with kindnessKill your enemies with kindnessKill your enemies with kindnessKill your enemies with kindness        

14141414    A fair exchange brings no quarrel  A fair exchange brings no quarrel  A fair exchange brings no quarrel  A fair exchange brings no quarrel          

15151515    No person has the final answer but every person has a piece to contributeNo person has the final answer but every person has a piece to contributeNo person has the final answer but every person has a piece to contributeNo person has the final answer but every person has a piece to contribute        

16161616    Stay away from people who disagree with youStay away from people who disagree with youStay away from people who disagree with youStay away from people who disagree with you        

17171717    Fields are won by those who belFields are won by those who belFields are won by those who belFields are won by those who believe in winningieve in winningieve in winningieve in winning        

18181818    Kind words are worth much and cost littleKind words are worth much and cost littleKind words are worth much and cost littleKind words are worth much and cost little        

19191919    Tit for tat is fair playTit for tat is fair playTit for tat is fair playTit for tat is fair play        

20202020    Only the person who is willing to give up their monopoly on truth can profit from the Only the person who is willing to give up their monopoly on truth can profit from the Only the person who is willing to give up their monopoly on truth can profit from the Only the person who is willing to give up their monopoly on truth can profit from the 

truths that others holdtruths that others holdtruths that others holdtruths that others hold    

    

21212121    Avoid quarrelsome people as they will only Avoid quarrelsome people as they will only Avoid quarrelsome people as they will only Avoid quarrelsome people as they will only make your life miserablemake your life miserablemake your life miserablemake your life miserable        

22222222    A person who will not flee will make others fleeA person who will not flee will make others fleeA person who will not flee will make others fleeA person who will not flee will make others flee        

23232323    Soft words ensure harmonySoft words ensure harmonySoft words ensure harmonySoft words ensure harmony        

24242424    One gift for another makes good friendsOne gift for another makes good friendsOne gift for another makes good friendsOne gift for another makes good friends        

25252525    Bring your conflicts into the open and face them directly; only then will the best Bring your conflicts into the open and face them directly; only then will the best Bring your conflicts into the open and face them directly; only then will the best Bring your conflicts into the open and face them directly; only then will the best 

solution be dsolution be dsolution be dsolution be discoverediscoverediscoverediscovered    

    

26262626    The best way of handling conflicts is to avoid themThe best way of handling conflicts is to avoid themThe best way of handling conflicts is to avoid themThe best way of handling conflicts is to avoid them        

27272727    Put your foot down where you mean to standPut your foot down where you mean to standPut your foot down where you mean to standPut your foot down where you mean to stand        

28282828    Gentleness will triumph over angerGentleness will triumph over angerGentleness will triumph over angerGentleness will triumph over anger        

29292929    Getting part of what you want is better than not getting anything at allGetting part of what you want is better than not getting anything at allGetting part of what you want is better than not getting anything at allGetting part of what you want is better than not getting anything at all        

30303030    Frankness, honestyFrankness, honestyFrankness, honestyFrankness, honesty    and trust will move mountainsand trust will move mountainsand trust will move mountainsand trust will move mountains        

31313131    There is nothing so important you have to fight for itThere is nothing so important you have to fight for itThere is nothing so important you have to fight for itThere is nothing so important you have to fight for it        
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32323232    There are two kinds of people in the world, the winners and the losersThere are two kinds of people in the world, the winners and the losersThere are two kinds of people in the world, the winners and the losersThere are two kinds of people in the world, the winners and the losers        

33333333    When one hits you with a stone, hit him or her with a piece of cottonWhen one hits you with a stone, hit him or her with a piece of cottonWhen one hits you with a stone, hit him or her with a piece of cottonWhen one hits you with a stone, hit him or her with a piece of cotton        

34343434    When bothWhen bothWhen bothWhen both    give in halfway, a fair settlement is achievedgive in halfway, a fair settlement is achievedgive in halfway, a fair settlement is achievedgive in halfway, a fair settlement is achieved        

35353535    By digging and digging, the truth is discoveredBy digging and digging, the truth is discoveredBy digging and digging, the truth is discoveredBy digging and digging, the truth is discovered        

SCORING  SCORING  SCORING  SCORING      

(The scoring sheet should be given separately only after the 35 questions above have been 

answered) 

 

Copy the scorings from the questionnaire into the table below.  Total the columns. The 

higher the total score for each strategy, the more frequently you tend to use that approach 

based upon your opinions and values. 

WITHDRAWINGWITHDRAWINGWITHDRAWINGWITHDRAWING    FORCINGFORCINGFORCINGFORCING    SMOOTHINGSMOOTHINGSMOOTHINGSMOOTHING    COMPROMISINGCOMPROMISINGCOMPROMISINGCOMPROMISING    CONFRONTINGCONFRONTINGCONFRONTINGCONFRONTING    

1111        2222        3333        4444        5555     

6666        7777        8888        9999        10101010     

11111111        12121212        13131313        14141414        15151515     

16161616        17171717        18181818        19191919        20202020     

21212121        22222222        23232323        24242424        25252525     

26262626        27272727        28282828        29292929        30303030     

31313131        32323232        33333333        34343434        35353535     

                                     

TOTALTOTALTOTALTOTAL        TOTALTOTALTOTALTOTAL        TOTALTOTALTOTALTOTAL        TOTALTOTALTOTALTOTAL        TOTALTOTALTOTALTOTAL     
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Interpretations for trainersInterpretations for trainersInterpretations for trainersInterpretations for trainers

    

The Turtle ( WITHDRAWING )The Turtle ( WITHDRAWING )The Turtle ( WITHDRAWING )The Turtle ( WITHDRAWING )

Turtles withdraw into their shells to avoid conflicts.  They give up their personal goals and 

relationships.  They stay away from the issues over which the conflict is taking place and from the 

persons they are in conflict with.  Turtles believe it is hopeless to try 

feel helpless.  They believe it is easier to withdraw (physically and psychologically) from a conflict 

than to face it. 

    

The Shark ( FORCING )The Shark ( FORCING )The Shark ( FORCING )The Shark ( FORCING )    

High Importance for GOALS and 
low importance for 

RELATIONSHIPS 

Low Importance 

RELATIONSHIPS 

GO

AL

S 

RELATIONSHIPS
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Sharks try to overpower opponents by forcing them to accept their solutions to the conflict.  Their 

goals are highly important to them and relationships of minor importance.  They seek to achieve 

their goals at all costs.  They are not concerned with the needs of others.  They do not care if 

others like or accept them.  Sharks assume that conflicts are either won or lost and they want to 

be the winner.  This gives them a sense of pride and achievement.  Losing gives them a sense of 

weakness, inadequacy and failure.  They try and win by attacking, overpowering, overwhelming 

and intimidating others. 

    

The Teddy Bear ( SMOOTHING )The Teddy Bear ( SMOOTHING )The Teddy Bear ( SMOOTHING )The Teddy Bear ( SMOOTHING )    

To teddy bears the relationship is of great importance while their own goals are of little 

importance.  Teddies want to be accepted and liked by other people.  They think that conflict 

should be avoided in favour of harmony and that people cannot discuss conflicts without 

damaging relationships.  They are afraid that if a conflict continues, someone will get hurt 

and that could ruin the relationship.  They give up their goals to preserve the relationship.  

They like to smooth things over. 

    

The Fox ( COMPROMISING )The Fox ( COMPROMISING )The Fox ( COMPROMISING )The Fox ( COMPROMISING )    

Foxes are moderately concerned with their own goals and their relationships with others.  They 

give up part of their own goals and persuade others in a conflict to give up part of  theirs.  They 

seek a conflict solution in which both sides gain something - the middle ground between two 

extreme positions.  They compromise; they will give up a part of their goal and relationship in 

order to find agreement for the common good. 

    

The Eagle ( CONFRONTING )The Eagle ( CONFRONTING )The Eagle ( CONFRONTING )The Eagle ( CONFRONTING )    

Eagle’s highly value their own goals and relationships.  They view conflicts as problems to 

be solved and seek a solution that achieves both their own and the other person's goals.  

Eagle’s see conflicts as a means of improving relationships by reducing tension between two 

people.   They try to begin a discussion that identifies the conflict as a problem to be solved.  

By seeking solutions that satisfy everyone, owls maintain the relationship.  They are not 

happy until a solution is found that both satisfies everyone’s goals and resolves the tensions 

and negative feelings that may have been present. 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 116 

NOTES FOR TRAINERS:NOTES FOR TRAINERS:NOTES FOR TRAINERS:NOTES FOR TRAINERS:    

• The above tool is great for group learning and can be used to generate great output 

from the training and impactful learning for the participants.  

• If this assessment is being conducted for a team that works together or have some 

acquaintance, you could write the name of the person on a A4 or a flash card and 

pass it around the group asking each person to write down how they think the person 

(as named on the A4 or flash card) acts in a conflict. So finally, everybody in the 

group get feedback on the perception of others. (this session has to be facilitated and 

moderated carefully).   

• We do change or styles based on whom we work with, this is especially true for the 

fox(compromise), when they work with a strong shark they tend to focus only on 

tasks while when they are with strong teddy bear they will focus on relationships.  

• When the environment is not conducive and or hostile a fox may resort to withdraw. 

• The above styles are not personality styles. These are how we act in conflict based 

on context, experience and learning. These styles can be easily modified and learned 

through practise and feedback.  

• The word confronting has a negative connotation in our context, however in a 

business environment confrontation will provide you the best results, since you focus 

on both areas the tasks and the relationship.  

 

1.1.1.1. Withdraw/AvoidWithdraw/AvoidWithdraw/AvoidWithdraw/Avoid    

(avoidance, denial or retreat) involves giving up, pulling out or retreating. It also 

refers to refusal to deal with the conflict. It involves ignoring conflict as much as 

possible. 

This style is appropriate when a “cooling off” period is needed to gain better 

understanding of the conflict situation and also when the others party involved in the 

conflicts is both unassertive and uncooperative. 

Withdrawal is a passive, stopgap way of handling conflict and generally fails to solve 

the problem. Therefore, this style should not be used if the conflicts deals with an 

issue that is of immediate concern or is important to the successful completion of the 

project.  In this conflict resolution technique, you avoid the conflict or simply retreat. 

You let this issue resolve itself. 
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People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:    

• When stakes are low. 

• The stakeholders involved in the conflict are not important. 

• The issue is not worth investing your time. 

• The issue will disappear on its own after some time. 

• When there is a heated argument among parties and you want to give them 

some cooling time. 

• When there is limited or no information available about the conflict. 

 

Advantages:Advantages:Advantages:Advantages:    

• This technique saves precious time you can invest in other productive 

activities. 

 

Disadvantages:Disadvantages:Disadvantages:Disadvantages:    

• It may weaken your position as a leader and negatively affect your 

relationships. 

• There is a dispute with this conflict resolution technique: Some experts say 

this is not a conflict resolution technique because when the conflict arises you 

simply avoid it, no action is taken from your side. Escaping is not a solution. 

 

2.2.2.2. Smooth/ASmooth/ASmooth/ASmooth/Accommodateccommodateccommodateccommodate    

This is an appeasing approach. It involves emphasizing areas of agreement while 

avoiding points of disagreement. Smoothing is appropriate to keep harmony and 

avoid outwardly conflictive situations. It works when the issues are more important 

than personal positions and aspirations of the parties involved. Since smoothing 

tends to keep peace only in the short terms, it fails to provide a permanent tends to 

keep peace only in the short term, it fails to provide a permanent long-term solution 

to the underlying conflicts. Generally, conflict reappears again in another form. Both 

smoothing and withdrawing styles incline towards ignoring or delaying tactics, which 

do not resolves conflict but will temporarily slow down the situation. Entrepreneurs 

must remember that if the conflict is not handled and the resolved in a timely manner 
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it will likely leads to more severe and intense conflict in the future.  Here, you will find 

areas of agreement, and try to smooth the situation. This technique helps you avoid a 

tough discussion. In smoothing, you give more concerns to other parties rather than 

yours. Here you try to downplay the situation and behave like the problem never 

existed. 

 

People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:    

• When you are very busy and have no time. 

• You need a temporary solution to the problem. 

    

    

Advantages:Advantages:Advantages:Advantages:    

• This technique can conciliate the situation, bring harmony, create goodwill, 

and give you sufficient time to find a permanent solution. 

    

Disadvantages:Disadvantages:Disadvantages:Disadvantages:    

• Since you’re giving more concerns to other parties, they may try to take 

advantage of it. 

• The other disadvantage is that it may weaken your position as an 

authoritative leader. Therefore, you should avoid using this technique to solve 

issues. 

 

3.3.3.3. Compromise/ReconcileCompromise/ReconcileCompromise/ReconcileCompromise/Reconcile    

This is primarily “bargaining” – receiving something in exchange for something else. It 

involves considering various issues, bargaining, using tradeoff negotiations and 

searching for solutions that bring some degree of satisfaction to both parties involved 

in the conflict. In this mode, neither party wins but both get some degree of 

satisfaction out of the situation. 

Temporarily, both parties may feel hurt because they had to give up something that 

was important to them, but compromising usually provides acceptable solutions. A 

definitive resolution to the conflict is achieved when a compromise is reached and 
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accepted as a just solution by both parties involved in the conflict. The only problem 

with compromising in a project situation is that, sometimes, important aspects of the 

project might be compromised in order to achieve personal objectives. Here you take 

suggestions from both sides and try to make a compromise. Both parties involved in 

the conflict gain something, so this solution partially satisfies both parties. 

 

People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:    

• All parties involved in the conflict need to win. 

• You have an equal relationship with them. 

• When collaborative and forcing techniques do not work. 

• When you need a temporary solution to move forward quickly. 

 

Advantages:Advantages:Advantages:Advantages:    

• This technique brings a faster result, lowers the stress, and keeps all parties 

cool. In the meantime, you can search for a permanent solution. 

 

Disadvantages:Disadvantages:Disadvantages:Disadvantages:    

• This technique does not bring trust in the long run, and the conflict could 

resurface at any time. 

 

4.4.4.4. Force/DirectForce/DirectForce/DirectForce/Direct    

(using power or dominance) implies the use of position power to resolve the conflict. 

It involves imposing one viewpoint at the expense of another and is characterized by 

a win-lose outcome in which one party overwhelms the other. It is used when there is 

no common ground on which to bargain or negotiate, and when both parties are 

uncooperative and strong-willed. Entrepreneurs may use it when time is of the 

essence, an issue is vital to the well-being of the project, and they feel they are right 

based on the information available. Under such circumstances Entrepreneurs take 

the risk and simply dictate the action to move things forward. This approach is 

appropriate when quick decisions are required or when unpopular issues such as 

budget cuts, fast-tracking or staff cutbacks are essential in a project. 
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Forcing usually takes less time than compromise and negotiation but it leaves hard 

feelings because people dislike having others’ views imposed on them. Conflict 

resolved by force may develop again and haunt the enforcers at a later date. 

Although forcing definitely resolves the conflict quickly, it should be used only as a 

late resort. Here you agree with one party’s viewpoint and enforce their wishes. This 

is a win-lose situation and risks demoralizing team members. 

 

People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:People tend to use this technique in the following cases:    

• When stakes are high and you need an immediate solution. 

• When you know one party is right and don’t have time to investigate. 

• The stakeholders involved in the conflict and not very important. 

• The relationship with them is not important. 

 

Advantages:Advantages:Advantages:Advantages:    

• Provides a quick solution to the problem. 

 

Disadvantages:Disadvantages:Disadvantages:Disadvantages:    

• You may lose the opportunity gained from the opposing party’s viewpoint. 

Also, it may negatively affect your impression on your team members. 

 

5.5.5.5. Collaborate/Problem SolveCollaborate/Problem SolveCollaborate/Problem SolveCollaborate/Problem Solve    

This is an effective technique to manage conflict when a project situation is too 

important to be compromised. It involves incorporating multiple ideas and viewpoints 

from people with different perspectives. It offers a good opportunity to 

learn from others. Active collaboration by both parties in contributing to the resolution 

makes it easier to get their consensus and commitment. Conflict is treated as a 

problem in this process and both parties are interested in finding a mutually 

acceptable solution. 
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This approach requires a give-and-take attitude between the parties, meaning that 

both parties are somewhat assertive and somewhat cooperative. It involves 

pinpointing the issue and resolving it objectively by defining the problem, gathering 

necessary information, generating and analyzing alternatives and selecting the best 

alternative under the circumstances. Confrontation requires open dialogue between 

participants, who must be mature, understanding, and competent – both technically 

and managerially. 

In most cases, problem solving may take longer than other techniques, but they 

provide final solutions by ultimately resolving the underlying problems.  

 

People tend to use this technique in thePeople tend to use this technique in thePeople tend to use this technique in thePeople tend to use this technique in the    following cases:following cases:following cases:following cases:    

• When you want to incorporate multiple views. 

• The people involved in the conflict are very influential. 

• When a consensus is required. 

• When you want to distribute the responsibility equally to all parties. 

 

Advantages:Advantages:Advantages:Advantages:    

• Brings consensus, commitment, and shared responsibility for the outcome. 

This technique is considered a win-win approach. 

 

Disadvantage:Disadvantage:Disadvantage:Disadvantage:    

• Takes time and effort, so it cannot be used when you’re short on time and 

need a quick solution. 
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Effects of each style in usage;Effects of each style in usage;Effects of each style in usage;Effects of each style in usage;    

STYLE DESCRIPTION EFFECTS 

WithdrawingWithdrawingWithdrawingWithdrawing    Retreats from an actual or potential conflict 

situation 

Does not solve the 

problem 

Smoothing/ Smoothing/ Smoothing/ Smoothing/ 

AccommodatingAccommodatingAccommodatingAccommodating    

Emphasizes areas of agreement rather than 

areas of difference 

Provides only short-term 

solution 

CompromisingCompromisingCompromisingCompromising    Searches for the bargains for solutions that 

bring some degree of satisfaction to all parties 

Does provides definitive 

resolution 

ForcingForcingForcingForcing    Pushes one view-point at the expense of 

others; offers only win-lose solutions 

Hard feelings may come 

back in other forms 

Problem SolvingProblem SolvingProblem SolvingProblem Solving    Incorporates multiple viewpoints and insights 

from differing perspectives; leads to 

consensus and commitment 

Treats conflicts as a problem to be solved by 

examining alternatives; 

Provides long-term 

resolution 

 

 

 

 

 

 

 

 

 

Although there is no single technique that can be used in all types of conflict, it is 
generally understood that Collaborate/Problem Solve is a technique which brings 

greater consensus and commitment and therefore highly recommended 
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Maslow hierarchy oMaslow hierarchy oMaslow hierarchy oMaslow hierarchy o

The Maslow hierarchy of 

needs have been used 

popularly as well as 

criticized. However, this tool 

is suggested to obtain a 

basic understating of human 

motivation.  

Maslow used the terms 

"physiological," "safety," 

"belonging and love," 

"esteem," and "self-

actualization" to describe the 

pattern through which human 

motivations generally move. This means that in order for motivation to occur at the next 

level, each level must be satisfied within the individual themselves. Furthermore, this theory 

is a key foundation in understanding how drive and motivation are correlated when 

discussing human behavior. Each of these individual levels contains a certain amount of 

internal sensation that must be met in order for an individual to complete their hierarch

The most fundamental and basic four layers of the pyramid contain what Maslow called 

"deficiency needs" or "d-needs": esteem, friendship and love, security, and physical needs. If 

these "deficiency needs" are not met 

(physiological) need – there may not be a physical indication, but the individual will feel 

anxious and tense. Maslow's theory suggests that the most basic level of needs must be met 

before the individual will strongly desire (or focus motivation upon)

level needs.  

Maslow spoke clearly about these levels and their satisfaction in terms such as "relative", 

"general", and "primarily". Instead of stating that the individual focuses on a certain need at 

any given time, Maslow stated

Maslow acknowledged the likelihood that the different levels of motivation could occur at any 
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e most fundamental and basic four layers of the pyramid contain what Maslow called 

needs": esteem, friendship and love, security, and physical needs. If 

these "deficiency needs" are not met – with the exception of the most fundamen

there may not be a physical indication, but the individual will feel 

anxious and tense. Maslow's theory suggests that the most basic level of needs must be met 

before the individual will strongly desire (or focus motivation upon) the secondary or higher

Maslow spoke clearly about these levels and their satisfaction in terms such as "relative", 

"general", and "primarily". Instead of stating that the individual focuses on a certain need at 

any given time, Maslow stated that a certain need "dominates" the human organism.

Maslow acknowledged the likelihood that the different levels of motivation could occur at any 
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motivations generally move. This means that in order for motivation to occur at the next 

level, each level must be satisfied within the individual themselves. Furthermore, this theory 
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the secondary or higher-

Maslow spoke clearly about these levels and their satisfaction in terms such as "relative", 

"general", and "primarily". Instead of stating that the individual focuses on a certain need at 

that a certain need "dominates" the human organism. Thus, 

Maslow acknowledged the likelihood that the different levels of motivation could occur at any 
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time in the human mind, but he focused on identifying the basic types of motivation and the 

order in which they would tend to be met.

This is important for an entrepreneur to keep in mind as he works with team members and 

staff that may be from diverse backgrounds and income levels, therefore motivation will differ 

on each person’s background, while the per

through life.    

Needs Exercise: Needs Exercise: Needs Exercise: Needs Exercise:     

Use the following picture to tell them about different levels of need and ask them to write 

how to deal with (in relation to their business/products/services) customers (relatio

strategies) in those levels and ask them to distinguish their different strategies at each level.

Discuss about different strategies and the importance of understanding needs levels.
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Relationship strategies: 

Relationship strategies: 

Relationship strategies:

Relationship strategies:

Business Start-up Training Programme 

R E S O U R C E  B O O K  Page 124 

time in the human mind, but he focused on identifying the basic types of motivation and the 

This is important for an entrepreneur to keep in mind as he works with team members and 

staff that may be from diverse backgrounds and income levels, therefore motivation will differ 

sons needs will also change as they progress 

Use the following picture to tell them about different levels of need and ask them to write 

how to deal with (in relation to their business/products/services) customers (relationships 

strategies) in those levels and ask them to distinguish their different strategies at each level. 

Discuss about different strategies and the importance of understanding needs levels. 

Relationship strategies: 

Relationship strategies: 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 125 

 

 

 

 

 

 

 

 

 

NegotiationNegotiationNegotiationNegotiation    

 

This is a critical area for the entrepreneur and should never be underestimated. There are 

some very interesting fundamentals and study in this area that participants should be 

encouraged to explore. When the negotiation is practiced based on negotiation skill you 

begin to master the art of successful negotiations. Always remember when you start a 

negotiation it is because there is a common ground, not an agreement but a common 

ground. Eg. If you are negotiating a deal for 100 million, which the other party is willing to 

pay 75 million, remember the negotiation is not for 100 million but for 25 million. Since 75 is 

common ground, while you will not sell it for 75, you already have an agreement for 75 

million, so in effect the negotiation starts from that point. Negotiation is not between enemies 

it is between two parties that have a common interest. If you take the example of a 

negotiation with your staff, to work extra hours then there is an agreement for a certain 

amount and what you are negotiating is only for the extra. Both of you want to work together 

and that is the start of the negotiation. Between parties that have common interest. Some 

negotiations will subsequently separate us eg. When selling an asset while the other like the 

employee negotiation will leave us with an ongoing relationship.    

Relationship strategies: 

Best Relationship strategies: 

1 

2 

3 
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Deep down, we’re all a little greedy. We all want the best outcome for ourselves. We can’t 

help but consider what’s in our own self-interest any time we negotiate a deal. But to 

become a truly successful negotiator, you have to learn to put aside pure self-centeredness. 

Because if all you care about is serving yourself, you’ll blow the deal before you even start. 

Negotiations are a delicate balance of give and take. Learning to strike this balance is 

necessary for any entrepreneur hoping to build a prosperous business. It takes time and 

practice and whole lot of patience to hone a winning strategy. And yet each deal is unique 

and needs to be approached correctly, which is why a one-size-fits-all approach will never 

work for long. 

Here are eight skills an entrepreneur should learn to become a master at negotiations. 

 

1.1.1.1. Do your prep workDo your prep workDo your prep workDo your prep work    

Successful negotiations are built on solid prep work. This means you know 

something about the parties involved, you’ve done a little background checking, you 

know about their business and maybe you’ve even talked to others they’ve worked 

with to get an idea of their strengths and weaknesses. The same is true if you are on 

the other side of the table and are looking to invest in a product or service. You 

should have a solid understanding of the pros and cons of the commodity they 

are selling. The bottom line is, you need to have a good idea of who you are dealing 

with and what they can offer. 

You should always go into negotiations with your best foot forward. You should be 

well rested. You should have eaten something (being “hungry” can swiftly detonate 

any negotiation). You should show up on time maybe even early, so you aren’t 

walking in feeling rushed. If you’ve done the above, you should be feeling positive 

and are going in clear-headed and confident. You will have the stamina and energy 

to get this deal done. 
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2.2.2.2. Consider all the details of the opening offer.Consider all the details of the opening offer.Consider all the details of the opening offer.Consider all the details of the opening offer.    

The opening offer usually acts as an anchor for negotiations. It’s also where the 

details get hammered out, so it’s important that it’s done carefully and thoughtfully. 

The basic elements of an offer include the offer price, the work being proposed, what 

goods or services are included, when it will all be delivered and if there are any 

performance incentives, warranties or terms and conditions. Obviously, price is a key 

component to any deal, but keep in mind the other details. They can matter nearly as 

much in the long run. 

If you are the one initiating the opening offer, this is your chance to set the stage for 

the negotiations ahead and start with the upper hand. You won’t get what you don’t 

ask for, so be bold! If you’re on the other side of the table, the offer is key to seeing 

how close together you are. Know your bottom line, what are you willing to accept? 

And remember to take a close look at the details. What else are you getting for your 

money and what else are you potentially signing up for? 

 

3.3.3.3. Check your ego and emotions at the door.Check your ego and emotions at the door.Check your ego and emotions at the door.Check your ego and emotions at the door.        

While you should have confidence and assurance because you’ve done your prep 

work, you also have to check your ego at the door. Letting your emotions run the 

show will never serve you well. In fact, you should be going in feeling as neutral as 

you can about the situation. Leaving your ego behind will free you to think objectively 

during intense bargaining. You can then negotiate from a standpoint of flexibility.  

To be successful you have to be able to think clearly in stressful situations and be 

willing to work to find common ground. If you walk in with a middle-of-the-road 

attitude, you’re more likely to strike a balance between getting what you want and not 

giving away too much. 

On the other hand, you don’t want to give something away without getting something 

in return. Losing your ego and putting your emotions aside will help you find right 

path forward. 
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4.4.4.4. Play the game rather than letting the game play you.Play the game rather than letting the game play you.Play the game rather than letting the game play you.Play the game rather than letting the game play you.    

If you’re entering into high-stakes negotiations, it may be helpful to run through 

possible scenarios with a friend or colleague. This will help you feel less nervous, 

and it may also show you objections to the offer that you hadn’t thought of, or help 

you see a side of the deal that you hadn’t considered. Playing through the scenarios, 

even if it’s just in your own mind, may help you feel less attached to the outcome. In 

order to treat the whole thing as a game, you should care…but not too much! 

Having a little apathy will help you stay neutral and keep your feelings in check. And 

remember, negotiations are like anything else: the more you practice, the better you’ll 

be. 

 

5.5.5.5. See your strengths and weaknesses clearly.See your strengths and weaknesses clearly.See your strengths and weaknesses clearly.See your strengths and weaknesses clearly.    

Self-awareness is key when you begin negotiations. You are essentially looking for 

the other side’s strengths and weaknesses. Not in a cruel way, but to help you 

determine your next play. At the same time, you must also be aware of your own 

strengths and weaknesses, so you don’t allow yourself to be exploited. Try to take an 

honest inventory of your strong points and vulnerabilities. 

If your company is small, what is its growth potential? Are you able to be more 

responsive to the market than a larger company? In short, what can you offer that the 

other side can’t, and what can the other side offer that you can’t compete with? 

Knowing where you stand on the negotiation chessboard will help you determine how 

to land the best deal. 

 

6.6.6.6. Know when to walk away.Know when to walk away.Know when to walk away.Know when to walk away.    

When you enter into a negotiation with the knowledge that you are willing to walk 

away if things don’t go as planned, you come from a position of strength. That’s why 

staying neutral is key to a successful negotiation. You can’t be bullied into a deal if 

you just leave. But often we tell ourselves that this deal means everything to us. Our 

ego is involved, and that weakens our position. It’s about mindset. You have to 

believe that if this deal falls through, you aren’t losing an opportunity. You are 
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keeping that space open so when a better opportunity comes along you can snag it. 

If you force a bad deal to happen, you are stuck. You are no longer able to grab hold 

of something better. And there is no shortage of business out there. So, if you are 

pinning all your hopes on one deal, you may be killing future business. 

 

7.7.7.7. Negotiate in good faith.Negotiate in good faith.Negotiate in good faith.Negotiate in good faith.    

Whether you’re negotiating a long-term business deal or setting up a quick sale, it’s 

natural to feel on the defensive when you begin negotiations. We are all protective of 

our interests and we want to cut the best deal in our favour. But if you are hoping to 

walk away with your reputation intact, you need to practice negotiating with 

compassion and good faith. Engage in active listening and really hear what the other 

side is saying and asking for. What are the issues that are making them hesitant? 

Then make sure that you relay your own priorities. 

This is the basis of a “win-win” solution, when both sides explore each other’s 

positions and walk away feeling heard and comfortable with the deal that was struck. 

Even if it appears that you are on opposite sides, there’s usually common ground to 

be had. Maybe the other side has a different goal or an opposing position. But if you 

look for it, you can usually find mutual gains both sides will accept. 

 

8.8.8.8. Know how to close.Know how to close.Know how to close.Know how to close.    

Negotiations may feel like a game of chance, but they’re more like a game of chess. 

A successful negotiation requires a good sense of timing and the ability to sense the 

other side’s next move. 

If you’ve done your prep work and are bargaining in good faith, you should have a 

solid idea of what they’re looking to get out of the deal. And of course, you should 

have a clear idea of your own bottom line. So, you’re either working to bring the sides 

progressively closer, or the deal is going nowhere. 
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Ask yourself what the endgame is. Can the difference between both parties be split? 

If both sides are close but a few numbers are hanging up the process, what will it 

take to shake things loose? 

If you can strike a bargain that makes sense, it doesn’t need to be perfect. It just 

needs to work for both parties involved. If you can get to that point, you have set the 

stage for the final handshake. If not, you have to be willing to walk away knowing it 

just wasn’t the right time. 
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IntroductionIntroductionIntroductionIntroduction    

Every entrepreneur takes hundreds and hundreds of decisions subconsciously or 

consciously making it as the key component in his or her role. Decisions

as they determine both organizational and managerial activities. A decision can be defined 

as a course of action purposely chosen from a set of alternatives to achieve organizational 

or managerial objectives or goals. Decision making 

component of managing any business activity. 

ExampleExampleExampleExample    

Imagine that you have to take a quick decision about a length of a horizontal line and if you 

make the right decision, you will be paid Rs. 100,000.00. Look at th

decide which of the following horizontal lines is longer, A or B?

you are running a business you have already make a loss of Rs. 100,000 by now if you have 

decided the longest line is A. 

 

Decisions are made at every level of ma

goals are achieved. Further, the decisions make up one of core functional values that every 

organization adopts and implements to ensure optimum growth and drivability in terms of 

services and or products offer

Employees often work in groups and make decisions that affect the whole company. 

Moreover, sometimes the complexity of a problem calls for pooling expertise and opinions to 

make a sound decision. Also, participation improves employee commitment to deci

Decision-making in groups is not easy; for example, the group may polarize and refuse to 

B 

A 
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Every entrepreneur takes hundreds and hundreds of decisions subconsciously or 

consciously making it as the key component in his or her role. Decisions play important roles 

as they determine both organizational and managerial activities. A decision can be defined 

as a course of action purposely chosen from a set of alternatives to achieve organizational 

or managerial objectives or goals. Decision making process is continuous and indispensable 

component of managing any business activity.  

Imagine that you have to take a quick decision about a length of a horizontal line and if you 

make the right decision, you will be paid Rs. 100,000.00. Look at the following picture and 

decide which of the following horizontal lines is longer, A or B? 

Muller-Lyer, length of horizontal line, figures with divergent and 

convergent fins 

Your mind will immediately decide A. That’s how your 

mind takes decisions probably without your clear thinking 

effort. 

This is what we do in day to day decision making and if 

you are running a business you have already make a loss of Rs. 100,000 by now if you have 

 

Decisions are made at every level of management to ensure organizational or business 

goals are achieved. Further, the decisions make up one of core functional values that every 

organization adopts and implements to ensure optimum growth and drivability in terms of 

services and or products offered. 

Employees often work in groups and make decisions that affect the whole company. 

Moreover, sometimes the complexity of a problem calls for pooling expertise and opinions to 

make a sound decision. Also, participation improves employee commitment to deci

making in groups is not easy; for example, the group may polarize and refuse to 
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Every entrepreneur takes hundreds and hundreds of decisions subconsciously or 

play important roles 

as they determine both organizational and managerial activities. A decision can be defined 

as a course of action purposely chosen from a set of alternatives to achieve organizational 

process is continuous and indispensable 

Imagine that you have to take a quick decision about a length of a horizontal line and if you 

e following picture and 

Lyer, length of horizontal line, figures with divergent and 

Your mind will immediately decide A. That’s how your 

ly without your clear thinking 

This is what we do in day to day decision making and if 

you are running a business you have already make a loss of Rs. 100,000 by now if you have 

nagement to ensure organizational or business 

goals are achieved. Further, the decisions make up one of core functional values that every 

organization adopts and implements to ensure optimum growth and drivability in terms of 

Employees often work in groups and make decisions that affect the whole company. 

Moreover, sometimes the complexity of a problem calls for pooling expertise and opinions to 

make a sound decision. Also, participation improves employee commitment to decisions. 

making in groups is not easy; for example, the group may polarize and refuse to 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 133 

reach consensus or it may form a group think and stick to a familiar mutually acceptable 

decision without considering better alternatives. Knowledge of group decision-making 

techniques can help managers effectively steer group decision-making processes. 

 If you are an entrepreneur, you already know just how difficult it can be to make decisions. 

Specifically, it can be hard to decide how to make those decisions, in terms of -who you 

should include,  

-what information you gather, 

-what options you should consider in the process, 

-what logic you have to follow, and more.  

Making good decisions is a key to success in business, but you can only make good 

decisions if you have an appropriate process in place. 

No business can consistently succeed in any market without quality decision making. It is the 

decisions that you make on behalf of your business that chart its course for the future, for 

better or worse. Great decisions will likely lead you toward your goals, while poor decisions 

could quickly lead you out of business. When you are faced with a particularly difficult or 

important decision, it may be necessary to involve some or all of your team members in 

order to make the right choice. 

StoryStoryStoryStory    

A reporter met a successful entrepreneur who made fortunes with big decisions he make in 

his career. The reporter was curious to know how did he make such big decisions at the tight 

time? 

Reporter: How did you achieve such a great success in your business? 

Entrepreneur: From right decisions! 

Reporter: Then how did learn to take the right decisions? 

Entrepreneur: I learn it from wrong decisions!  
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Lead by making decisionsLead by making decisionsLead by making decisionsLead by making decisions    

Make sure you know who is leading a business or task and has the final responsibility. But 

you don’t have to worry about your limited knowledge. You can make use of the ability of 

thinking of others to shape up your decisions. 

Firstly you have to lead your internal staff/teams to enrich ideas or to decide which option is 

better from many options in front of you. It’s a way of challenging people’s ability to think and 

at the same time giving them an opportunity to unleash that ability. 

Secondly you can use people outside of you business also to help you take right decision or 

to decide which option you must go for. 

ExampleExampleExampleExample    

Imagine that you have selected three business ideas in your progress towards in starting-up 

a business. One of those is to start an IT service business and you can call upon 4-5 friends 

and colleagues in the IT industry to get their support to decide the viability of your business 

idea. First prepare a set of questions that help you to get their best inspiration and inputs 

and initiate the discussion to take the right decision. Just serve them with a tea and as them 

some questions to measure the viability of you business idea.  

MethodMethodMethodMethod    

Smart entrepreneurs use the dynamics of groups to make best decisions using the power of 

both individual thinking and group thinking. They don’t believe that other people can 

contribute and guide him/her in exploring best options. There are several things the leader 

can do to help a group make decisions more efficiently: 

• Clarify the goal of the meeting.  

• Create expectations with actionable agenda points. 

• Ask tight questions; why? how? when? where?, 

• Write down and develop visuals using the information shared, 

• When people seem totally blocked and unable to come to a decision, go back to the 

initial question or purpose and phrase it in other words, 

• Let them know where we are in the process from time to time, 
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A lot of time is consumed while decisions are taken. In a management setting, decision 

cannot be taken abruptly. It should follow the steps such as 

1. Defining the problem 

2. Gathering information and collecting data 

3. Developing and weighing the options 

4. Choosing best possible option 

5. Plan and execute 

6. Take follow up action 

Discussions and consultations are two main tools that support and eventually bring out 

decisions 

 

Five group decision making techniquesFive group decision making techniquesFive group decision making techniquesFive group decision making techniques    

 

TechniqueTechniqueTechniqueTechnique    ####    1.1.1.1.    BrainstorBrainstorBrainstorBrainstorming:ming:ming:ming:    

Brainstorming may be defined as “a conference technique (by the formation of a group) of 

solving specific problems, gathering information, and stimulating creative thinking. The basic 

technique is to encourage unrestrained and spontaneous participation by group members, 

thus, leading to free association.” 

A group technique aids creativity. Group success primarily depends on two psychological 

phenomena: 

(i) Free association: A process of producing ideas in rapid succession. The group 

leader presents the original idea which stimulates a chain reaction of additional 

ideas. 

(ii) Social facilitation: A process in which the productivity of each individual is 

increased by the stimulation provided by other members of the group. 

The technique of brainstorming, developed by Alex F. Osborn, was originally used as an aid 

to produce ideas for an advertising agency. Since that time, it has been used in many other 

situations to produce a large number of new solutions to specific problems. 
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In order to develop the desired quantity of ideas, an atmosphere conducive to free 

association is developed. The group leader announces the objective and cautions 

participants against being critical of their own or others’ ideas. The leader encourages 

freewheeling, uninhibited thinking.  

The goals is to generate as many ideas as possible. This technique doesn’t provide a 

solution or decision itself. Instead, it produces a list of ideas that will later be considered, 

discussed, and evaluated when it is time to reach a final decision. 

The ground rules of brainstorming include the following: 

• Don’t judgeDon’t judgeDon’t judgeDon’t judge. Whether an idea is good or bad doesn’t matter. Judging and criticizing 

isn’t good for the mood and creative flow. People shouldn’t feel afraid to speak up. 

Empower your co-workers. 

 

• Assign a moderaAssign a moderaAssign a moderaAssign a moderatortortortor. Although the entire point of a brainstorm involves a free flow of 

ideas, you can quickly get off track. Choose a moderator who knows the project and 

can drive conversations toward original thought and successful teamwork. 

 

• Change physical environmentChange physical environmentChange physical environmentChange physical environment. Switching environments can influence the way your 

brain works and what kind of ideas come to mind. Stimulate your brain by 

brainstorming outside or in another room. 

 

• Independently prepareIndependently prepareIndependently prepareIndependently prepare. Give everyone about ten minutes to come up with their own 

ideas before you discuss them together. This way you’ll make sure you won’t get 

stuck with common suggestions but you’ll probably have more diverse ideas to begin 

with. 

 

• Identify goalsIdentify goalsIdentify goalsIdentify goals. You don’t want to waste time endlessly writing down ideas. Clearly 

state the goal of the brainstorming session so that everyone stays focused. For 

example: “Identify ten possible ways to get more employee happiness.” 
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• Set a time limitSet a time limitSet a time limitSet a time limit. By setting a time limit, you know that the agreed upon goals must be 

met by a certain time. This will encourage you to stay on track and come up with as 

many ideas as possible within the timeframe. 

 

• Avoid groupthinkAvoid groupthinkAvoid groupthinkAvoid groupthink. Groupthink occurs when people in groups seek to eliminate conflict 

entirely. Positive reinforcement and agreements are great, but shouldn’t stand in the 

way of critical thinking, creativity, and quality. 

 

• Write everything downWrite everything downWrite everything downWrite everything down. Every idea, good or bad, should be briefly put down on paper 

or a whiteboard because you won’t remember everything. You don’t want to end up 

scratching your head because you forgot all those great ideas. 

 

• Work togetherWork togetherWork togetherWork together. Don’t get attached to your own ideas. Everyone will have good and 

bad ideas, but in the end it’s all about the best ideas that solve the problem. So, help 

develop other people’s ideas too. 

 

• Do not dispute any ideas/suggestions (This hinders flow of new/novel ideas). 

• Jot down ideas even if they are repetitions (whole or part). 

• Do not evaluate ideas (good or bad). 

• Repeat ideas are fine. 

• Using and adding to someone else’s idea is comfortable. 

• Silence does not necessarily signify the end of the ‘creative process’; it is generally 

the precursor to ‘Generation of New Ideas’. 

• Having a broad range of ideas is better than restricting these to a chosen few. 

When a problem is relatively simple and specific but requires an original solution, 

brainstorming may provide the answer. Brainstorming technique has certain drawbacks too. 

It is time consuming. It sometimes produces only superficial ideas. It again requires time to 

evaluate the ideas generated. Nonetheless, it aids creative thinking. 
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TechniqueTechniqueTechniqueTechnique    ####    2222    Nominal Group TechniqueNominal Group TechniqueNominal Group TechniqueNominal Group Technique    

This group decision making technique is similar to brainstorming except that it’s more 

structured. The nominal group technique involves the following steps: 

• Write down ideas in privateWrite down ideas in privateWrite down ideas in privateWrite down ideas in private. After the problem at hand is defined and understood, 

members silently generate their ideas in writing without discussion with each other. 

• Share ideasShare ideasShare ideasShare ideas. Take turns reporting your ideas to the group, one at a time, while a 

facilitator writes them on a flip chart or whiteboard. Again, no group discussion 

occurs. This listing continues until each member has no more ideas to share. 

• Discuss ideasDiscuss ideasDiscuss ideasDiscuss ideas. The next step is discussing all ideas. The purpose of this discussion is 

to clarify, criticize, or defend the stated ideas. 

• Vote on ideasVote on ideasVote on ideasVote on ideas. Each person privately and anonymously prioritizes the ideas 

according to a rank-ordering system. 

• Calculate the group decisionCalculate the group decisionCalculate the group decisionCalculate the group decision. The final decision is calculated mathematically, based 

on the votes of the previous step. 

 

After voting, the group discusses results and generates more ideas. The idea generation, 

voting and discussion cycle can continue until a satisfactory decision is reached. 

 

TechniqueTechniqueTechniqueTechnique    ####    3333    Decision Making Using MultiDecision Making Using MultiDecision Making Using MultiDecision Making Using Multi----VotingVotingVotingVoting    

If you are making an organization decision that involves a number of people, you may have 

to take a vote at some point in the process. But how do you take that vote? What if the topic 

at hand is not a simple ‘for or against’ kind of proposition? If you would like to use voting to 

help make important organizational decisions from time to time, you may wish to employ the 

popular Multi-voting method. With this method, you can select the most popular options from 

a list in order to get an idea about the consensus of the group. Multi-voting is not always the 

right solution when trying to make a decision, but it can be perfect in specific circumstances. 

Multi-voting is a smart choice when you need to narrow down a list. That is the strength of 

this kind of decision making – to take a large list and pare it down to the options on the list 

that are the most popular among the group. For instance, let’s say your business needs to 
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undertake new marketing efforts in order to regain some lost market share. If that is the 

case, you may find that your team has come up with a long list of ideas for new marketing 

ventures. However, you likely won’t be able to use them all, so you will need to find a way to 

narrow down that list of ideas based on the consensus of the group. By using Multi-voting, 

you can quickly figure out which ideas are the most popular in the eyes of the team, and you 

can get started with your new marketing concepts right away. 

 

First StepsFirst StepsFirst StepsFirst Steps    

If you would like to use the Multi-voting method, the first thing you need to do is develop a 

list of ideas that are going to be the subject of your vote. Ask the team that is working on this 

project to collaborate on a list. At first, you can put any idea that is presented onto the list, 

but you will want to slightly narrow down and ‘clean up’ that list before it goes to the vote. If 

there are multiple ideas that are basically the same, for example, you can bring those ideas 

together to consolidate the list. Before any vote can take place, all team members should 

have the opportunity to ask questions about the ideas on the list. It is important that 

everyone involved has a clear understanding of what it is that is being voted upon. 

After a period of brainstorming and discussion has passed, a final list should be assembled. 

This list can be as long or as short as is appropriate for the situation. Once the team agrees 

on all of the points on the list, that list should be numbered and distributed to everyone 

involved for a final review. If there are no remaining questions or concerns about the list 

being used, the process can move on to the actual vote. 

 

Taking the VoteTaking the VoteTaking the VoteTaking the Vote    

Before taking the vote, you will want to decide on exactly how many votes each individual is 

going to be given. Generally speaking, each person should be allowed to vote for roughly 

1/3rd of the ideas on the list. So, given a list of 15 items, each person would be allowed to 

place five votes (thus the name ‘Multi-voting’). Of course, you are free to alter the number of 

votes allotted as you see fit, but the 1/3rd rule is a good place to start. With the number of 

votes decided, you will need to actually take the vote, either by a show of hands or by secret 

ballot. As the vote progresses, you will tally the votes for each idea until all votes have been 
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cast and the process is complete. Once the votes are tallied, the results can be presented to 

the group for discussion. How are the votes distributed? Are there a few ideas which stand 

out from the crowd, or are the votes evenly distributed from top to bottom? By talking about 

the results of the vote as a group, you can quickly begin to interpret the results.(I often use 

sticker papers cut into squares as votes that makes it easy for people to paste it on the idea 

paper/flash card. Now that you are down to ten ideas, the voting process will be repeated, 

with only three votes allowed for each person during this second round. When the second 

voting round is over, the top three or five ideas (or however many you choose) may be 

declared the winners. It won’t always be necessary to repeat a Multi-vote, but that is a good 

option to have in mind if you are dealing with a big problem or have a surplus of ideas 

coming from your team members. The idea here of course is to ‘take the temperature’ of 

your team in order to figure out which are the most popular ideas on the table. While it is 

possible to take a public vote, you may wish to complete your Multi-vote by secret ballot in 

order to avoid any bias or peer pressure. As a decision making model, Multi-voting is 

extremely simple and easy to use. However, don’t let that simplicity trick you into thinking 

that this model is not a powerful way to make choices. A quick Multi-vote can help you to 

accurately identify the ideas that your team is the most confident in taking forward, and that 

information is extremely valuable to you. It won’t take long to go through a round or two of 

Multi-voting, and the outcome just may have the power to change your organization going 

forward. 

 

Key PointsKey PointsKey PointsKey Points    

• Multi-voting makes it possible to take a vote when the topic at hand is not a simple 

‘for or against’ proposition. 

• It is ideal where there is a large list of options that needs to be pared down to to 

those that are the most popular among the group. 

• The list of options should be drawn up by the group making the decision with similar 

options grouped together to make the number of options manageable. 

• The number of votes given to each group member is variable but us typically one 

third of the number of items on the list. 
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• By talking about the results of the vote as a group, you can quickly begin to interpret 

the results. 

• It can be a good idea to use this system iteratively in order to accurately identify the 

ideas that your team is the most confident in taking forward.

 

TechniqueTechniqueTechniqueTechnique    ####    4444    Hartnett’s CODM ModelHartnett’s CODM ModelHartnett’s CODM ModelHartnett’s CODM Model

    

As you already know, it can be difficult 

working with a team of individuals. Everyone in your group is going to have their own 

opinions on a given topic, and while there is bound to be some overlap in those opinions, 

there is going to be some disagreement as well.

that is in the best interest of the organization.

To make it easier for you to figure out where the consensus of the g

want to consider using Hartnett’s CODM Model. The CODM in the title of this model stands 

for ‘consensus-oriented decision making’, which should tell 

you all you need to know about the goal of this model and 

how it is designed to work.  

This is a model that is designed to be used in group 

settings when a decision needs to be made that all can 

support. 
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By talking about the results of the vote as a group, you can quickly begin to interpret 

It can be a good idea to use this system iteratively in order to accurately identify the 

ideas that your team is the most confident in taking forward. 

Hartnett’s CODM ModelHartnett’s CODM ModelHartnett’s CODM ModelHartnett’s CODM Model    

As you already know, it can be difficult – if not impossible – to come to a consensus when 

working with a team of individuals. Everyone in your group is going to have their own 

opinions on a given topic, and while there is bound to be some overlap in those opinions, 

there is going to be some disagreement as well. 

 

As a manager or business owner, it is 

your job to sort through the 

disagreements and use all of the 

opinions at hand to come to a decision 

that is in the best interest of the organization. 

To make it easier for you to figure out where the consensus of the group may lie, you might 

want to consider using Hartnett’s CODM Model. The CODM in the title of this model stands 

oriented decision making’, which should tell 

you all you need to know about the goal of this model and 

This is a model that is designed to be used in group 

settings when a decision needs to be made that all can 
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By talking about the results of the vote as a group, you can quickly begin to interpret 

It can be a good idea to use this system iteratively in order to accurately identify the 

to come to a consensus when 

working with a team of individuals. Everyone in your group is going to have their own 

opinions on a given topic, and while there is bound to be some overlap in those opinions, 

a manager or business owner, it is 

your job to sort through the 

disagreements and use all of the 

opinions at hand to come to a decision 

roup may lie, you might 

want to consider using Hartnett’s CODM Model. The CODM in the title of this model stands 
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Calling on a GroupCalling on a GroupCalling on a GroupCalling on a Group    

Of course, you aren’t going to use group decision making for every problem that you face in 

your organization. For one thing, there wouldn’t be time to always use a group decision 

making model – you would be stuck in one meeting after the next with no end in sight. Also, 

it simply isn’t necessary to create a team to solve every small problem that comes up. Many 

of the day-to-day choices that need to be made can be handled by you as the manager or 

owner without any meaningful input from staff members.

However, there are going to be important decisions that come along which call for the 

formation of a team. These are the

significant way going forward, and they are choices that you can take some time to make.

Before you begin you need to understand the concept of a decision rule. This is the level of 

agreement necessary to finalize a decision, for example: unanimous agreement, unanimous 

agreement minus X votes, super majority thresholds (percentage), simple majority, executive 

committee decides, or leader decides.

If you would like to use Hartnett’s CODM Model to sol

steps below to move through the model from start to finish.
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Of course, you aren’t going to use group decision making for every problem that you face in 

one thing, there wouldn’t be time to always use a group decision 

you would be stuck in one meeting after the next with no end in sight. Also, 

it simply isn’t necessary to create a team to solve every small problem that comes up. Many 

day choices that need to be made can be handled by you as the manager or 

owner without any meaningful input from staff members. 

However, there are going to be important decisions that come along which call for the 

formation of a team. These are the decisions that are going to impact your organization in a 

significant way going forward, and they are choices that you can take some time to make.

Before you begin you need to understand the concept of a decision rule. This is the level of 

sary to finalize a decision, for example: unanimous agreement, unanimous 

agreement minus X votes, super majority thresholds (percentage), simple majority, executive 

committee decides, or leader decides. 

If you would like to use Hartnett’s CODM Model to solve such a problem, use the seven 

steps below to move through the model from start to finish. 
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Of course, you aren’t going to use group decision making for every problem that you face in 

one thing, there wouldn’t be time to always use a group decision 

you would be stuck in one meeting after the next with no end in sight. Also, 

it simply isn’t necessary to create a team to solve every small problem that comes up. Many 

day choices that need to be made can be handled by you as the manager or 

However, there are going to be important decisions that come along which call for the 

decisions that are going to impact your organization in a 

significant way going forward, and they are choices that you can take some time to make. 

Before you begin you need to understand the concept of a decision rule. This is the level of 

sary to finalize a decision, for example: unanimous agreement, unanimous 

agreement minus X votes, super majority thresholds (percentage), simple majority, executive 

ve such a problem, use the seven 
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Framing the ProblemFraming the ProblemFraming the ProblemFraming the Problem    

    

You can’t accurately solve a problem if you don’t know what the problem is in the first place. 

Make sure that everyone on the team is well-informed as to the specifics of the problem, why 

it is a problem, and what the ideal solution is going to accomplish. At this stage, you need to 

identify the problem, ensure that the right people, information, resources and stakeholders 

are involved and also to set the decision rule. 

 

Having an Open DiscussionHaving an Open DiscussionHaving an Open DiscussionHaving an Open Discussion    

Once all involved are clear on what the problem is, the next step is to have an open and 

casual discussion about that problem. At this point, there aren’t going to be any grand plans 

established, and there certainly won’t’ be any decisions made on how to move forward. 

Think of this stage as laying the ‘groundwork’ for future discussions and meetings which will 

come to more concrete solutions. 

 

Identifying Underlying ConcernsIdentifying Underlying ConcernsIdentifying Underlying ConcernsIdentifying Underlying Concerns    

One of the benefits of your initial meeting is the fact that you are likely to uncover ‘hidden’ 

problems that weren’t really considered initially. As your team discusses the main problem at 

hand, it may be that other issues pop up along the way. It is at this point that you should 

highlight those underlying concerns, and figure out what measures can be taken to mitigate 

their significance. 
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Developing ProposalsDeveloping ProposalsDeveloping ProposalsDeveloping Proposals    

By the time you have reached this fourth step, things are going to begin to get more 

organized. You will now put togeth

choose to break the team up into groups in order to have each craft their own proposal. The

latter option can be attractive when you have a ‘divided room’ 

that is split into two or three different groups who view the issue in different ways.

 

Choosing a DirectionChoosing a DirectionChoosing a DirectionChoosing a Direction    

With the proposals created and on the table, it will be

make a decision. It is important to remember that you don’t necessarily have to pick one 

specific proposal in order to move forward 

to use a combination of ideas from

 

Developing a Preferred SolutionDeveloping a Preferred SolutionDeveloping a Preferred SolutionDeveloping a Preferred Solution

The time has come to make the final decision 

and to put that decision into action. There will 

have been no point to going through this 

process is the final decision isn’t going to be 

enacted, so make sure there are steps which 

will ‘get the ball rolling’ on the decision as soon 

as it is approved and finalized.
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By the time you have reached this fourth step, things are going to begin to get more 

organized. You will now put together some formal proposals on a solution for the problem at 

hand.

 

You can either work 

together with the 

entire team to develop 

a few different 

proposals, or you can 

choose to break the team up into groups in order to have each craft their own proposal. The

latter option can be attractive when you have a ‘divided room’ – in other words, a meeting 

that is split into two or three different groups who view the issue in different ways.

With the proposals created and on the table, it will be time to sort through them in order to 

make a decision. It is important to remember that you don’t necessarily have to pick one 

specific proposal in order to move forward – it may be that the best option for your needs is 

to use a combination of ideas from two or more proposals. 

Developing a Preferred SolutionDeveloping a Preferred SolutionDeveloping a Preferred SolutionDeveloping a Preferred Solution    

The time has come to make the final decision 

and to put that decision into action. There will 

have been no point to going through this 

process is the final decision isn’t going to be 

e sure there are steps which 

will ‘get the ball rolling’ on the decision as soon 

as it is approved and finalized. 
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By the time you have reached this fourth step, things are going to begin to get more 

er some formal proposals on a solution for the problem at 

hand. 

You can either work 

together with the 

entire team to develop 

a few different 

proposals, or you can 

choose to break the team up into groups in order to have each craft their own proposal. The 

in other words, a meeting 

that is split into two or three different groups who view the issue in different ways. 

time to sort through them in order to 

make a decision. It is important to remember that you don’t necessarily have to pick one 

it may be that the best option for your needs is 
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ClosingClosingClosingClosing    

As you know, there is no such thing as a decision in business that you can just forget about 

and move on from. You should be monitorin

it has had the desired effect. Most likely, you will need to tweak minor things about the 

decision in order to make sure it is as successful as possible over the short and long term.

 

It is likely that your team will appreciate using this decision making model as they will have a 

chance to make sure their voice is heard along the way. Even if you don’t have a true 

consensus in terms of everyone on the team totally agreeing with the final decision, at least

you will have given everyone involved a chance to provide their input. It is important to the 

health of your organization to make sure that no one feels marginalized in terms of their role 

in the business, and using things like the CODM Model are great fo

may not have to use group decision making on a frequent basis within your organization, but 

when the time does come to form a team in order to make an important choice, you can turn 

to the CODM Model for assistance.

Key PointsKey PointsKey PointsKey Points    

• Hartnett’s Consensus Oriented Decision Making (CODM) model is a seven step 

process that facilitates group based decision making on a consensus basis.

• It can be used in any group situation, regardless of whether the final decision

power rests with a single person or or the whole team. The Steps are:

• Identify the problem, ensure that the right people, information, resources and 

stakeholders are involved, and set the decision rule.

• Have an open discussion to generate as many initial ideas or solutions to t

problem as possible. 

• Identify the issues and stakeholders who will be affected by this decision.

• Develop proposals that address the problems identified in the previous step.
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As you know, there is no such thing as a decision in business that you can just forget about 

and move on from. You should be monitoring the decision after it is made to make sure that 

it has had the desired effect. Most likely, you will need to tweak minor things about the 

decision in order to make sure it is as successful as possible over the short and long term.

ur team will appreciate using this decision making model as they will have a 

chance to make sure their voice is heard along the way. Even if you don’t have a true 

consensus in terms of everyone on the team totally agreeing with the final decision, at least

you will have given everyone involved a chance to provide their input. It is important to the 

health of your organization to make sure that no one feels marginalized in terms of their role 

in the business, and using things like the CODM Model are great for just such concerns. You 

may not have to use group decision making on a frequent basis within your organization, but 

when the time does come to form a team in order to make an important choice, you can turn 

to the CODM Model for assistance. 

tnett’s Consensus Oriented Decision Making (CODM) model is a seven step 

process that facilitates group based decision making on a consensus basis.

It can be used in any group situation, regardless of whether the final decision

gle person or or the whole team. The Steps are:

Identify the problem, ensure that the right people, information, resources and 

stakeholders are involved, and set the decision rule. 

Have an open discussion to generate as many initial ideas or solutions to t

Identify the issues and stakeholders who will be affected by this decision.

Develop proposals that address the problems identified in the previous step.
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As you know, there is no such thing as a decision in business that you can just forget about 

g the decision after it is made to make sure that 

it has had the desired effect. Most likely, you will need to tweak minor things about the 

decision in order to make sure it is as successful as possible over the short and long term. 

 

ur team will appreciate using this decision making model as they will have a 

chance to make sure their voice is heard along the way. Even if you don’t have a true 

consensus in terms of everyone on the team totally agreeing with the final decision, at least 

you will have given everyone involved a chance to provide their input. It is important to the 

health of your organization to make sure that no one feels marginalized in terms of their role 

r just such concerns. You 

may not have to use group decision making on a frequent basis within your organization, but 

when the time does come to form a team in order to make an important choice, you can turn 

tnett’s Consensus Oriented Decision Making (CODM) model is a seven step 

process that facilitates group based decision making on a consensus basis. 

It can be used in any group situation, regardless of whether the final decision-making 

gle person or or the whole team. The Steps are: 

Identify the problem, ensure that the right people, information, resources and 

Have an open discussion to generate as many initial ideas or solutions to the 

Identify the issues and stakeholders who will be affected by this decision. 

Develop proposals that address the problems identified in the previous step. 



 

RE 

 

• Decide on the best proposal to take forward.

• Develop and improve the final prop

• You should have a solution that passes the decision rule.

    

TechniqueTechniqueTechniqueTechnique    ####    5555    The HoyThe HoyThe HoyThe Hoy----Tarter Model of Decision MakingTarter Model of Decision MakingTarter Model of Decision MakingTarter Model of Decision Making

can be hard to decide how to make those decisions, in terms of who you should include, 

what you should consider in the process, and more. Making good decisions is a key to 

success in business, but you can only make good decisions if you have an appropriate 

process in place. 

In this model, the main goal is to figure out exactly who should be include

making process. Different decisions are going to require different inputs from various people, 

so determining who should be included in making the decision (and who should be left out) 

is a key step not to be overlooked. Including the wro

people, is a mistake that can have serious consequences.

 

The MatrixThe MatrixThe MatrixThe Matrix    

The first step in the process of using this model is to think about each of your team members 

in reference to a four-quadrant matrix that will h

person should be included. Two questions are used, each with a yes or no answer, to form 

this matrix. On one side of the matrix is the question of how much of a personal stake each 
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Decide on the best proposal to take forward. 

Develop and improve the final proposal further. 

You should have a solution that passes the decision rule. 

Tarter Model of Decision MakingTarter Model of Decision MakingTarter Model of Decision MakingTarter Model of Decision Making    

Originally created for use within a 

school system, the Hoy

Decision Making Model can 

actually be applied in a number 

of different settings. If you are the 

owner of manager of any kind of 

organization, you already know 

just how difficult it can be to 

make decisions. Specifically, it 

can be hard to decide how to make those decisions, in terms of who you should include, 

u should consider in the process, and more. Making good decisions is a key to 

success in business, but you can only make good decisions if you have an appropriate 

In this model, the main goal is to figure out exactly who should be include

making process. Different decisions are going to require different inputs from various people, 

so determining who should be included in making the decision (and who should be left out) 

is a key step not to be overlooked. Including the wrong people, or failing to include the right 

people, is a mistake that can have serious consequences. 

The first step in the process of using this model is to think about each of your team members 

quadrant matrix that will help you determine whether or not each 

person should be included. Two questions are used, each with a yes or no answer, to form 

this matrix. On one side of the matrix is the question of how much of a personal stake each 
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Originally created for use within a 

school system, the Hoy-Tarter 

Decision Making Model can 

actually be applied in a number 

ifferent settings. If you are the 

owner of manager of any kind of 

organization, you already know 

just how difficult it can be to 

make decisions. Specifically, it 

can be hard to decide how to make those decisions, in terms of who you should include, 

u should consider in the process, and more. Making good decisions is a key to 

success in business, but you can only make good decisions if you have an appropriate 

In this model, the main goal is to figure out exactly who should be included in the decision-

making process. Different decisions are going to require different inputs from various people, 

so determining who should be included in making the decision (and who should be left out) 

ng people, or failing to include the right 

The first step in the process of using this model is to think about each of your team members 

elp you determine whether or not each 

person should be included. Two questions are used, each with a yes or no answer, to form 

this matrix. On one side of the matrix is the question of how much of a personal stake each 
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team member has in the decision that 

individual, or it is something that does not affect them in a significant way? You are going to 

answer this with a yes or no 

does not. 

On the other side of the matrix is the question of expertise. Does the team member in 

question have a particular skill set or expertise that is going to help you make a good 

decision? Again, here, it is a yes or no answer that is going to help you place the t

member inside one of the four quadrants. You will answer yes if a particular team member 

possesses expertise that you feel would be helpful, while a no answer is indicative of 

someone who is not bringing much to the table in terms of experience or know

regard to this specific decision).

The Four OptionsThe Four OptionsThe Four OptionsThe Four Options    

Obviously, when you have two questions with two potential answers each, you will have four 

possibilities for each team member that you evaluate as part of this process. Those four 

outcomes are as follows. 

ExpertiseExpertiseExpertiseExpertise    ––––    Yes,Yes,Yes,Yes,    PersonalPersonalPersonalPersonal    StakeStakeStakeStake

If the team member receives a yes 

response for both questions, they should almost certainly be included in the decision

process. They are going to bring expertise that should be helpful in the pro
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team member has in the decision that needs to be made. Does this decision matter to the 

individual, or it is something that does not affect them in a significant way? You are going to 

answer this with a yes or no – yes if the decision does affect the team member, and no if it 

 

the other side of the matrix is the question of expertise. Does the team member in 

question have a particular skill set or expertise that is going to help you make a good 

decision? Again, here, it is a yes or no answer that is going to help you place the t

member inside one of the four quadrants. You will answer yes if a particular team member 

possesses expertise that you feel would be helpful, while a no answer is indicative of 

someone who is not bringing much to the table in terms of experience or know

regard to this specific decision). 

Obviously, when you have two questions with two potential answers each, you will have four 

possibilities for each team member that you evaluate as part of this process. Those four 

StakeStakeStakeStake    ––––    Yes.Yes.Yes.Yes. 

If the team member receives a yes 

response for both questions, they should almost certainly be included in the decision

They are going to bring expertise that should be helpful in the pro
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needs to be made. Does this decision matter to the 

individual, or it is something that does not affect them in a significant way? You are going to 

yes if the decision does affect the team member, and no if it 

 

the other side of the matrix is the question of expertise. Does the team member in 

question have a particular skill set or expertise that is going to help you make a good 

decision? Again, here, it is a yes or no answer that is going to help you place the team 

member inside one of the four quadrants. You will answer yes if a particular team member 

possesses expertise that you feel would be helpful, while a no answer is indicative of 

someone who is not bringing much to the table in terms of experience or knowledge (with 

Obviously, when you have two questions with two potential answers each, you will have four 

possibilities for each team member that you evaluate as part of this process. Those four 

response for both questions, they should almost certainly be included in the decision-making 

They are going to bring expertise that should be helpful in the process of making 
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your decision, and they are going to work hard on the problem because they have a 

personal stake in the outcome. This is exactly the kind of person that you will want to have 

working for you when trying to make an important decision, so it i

be included. 

 

ExpertiseExpertiseExpertiseExpertise    ––––    No,No,No,No,    PersonalPersonalPersonalPersonal    StakeStakeStakeStake

This is a person who should be considered 

for a marginal role in the decision making 

process. On one hand, they don’t really have the expertise to help you make the right choic

from a technical perspective. However, on the other hand, they are interested in the outcome 

and will likely work hard to steer the company in the right direction.

While this is likely not the kind of person that you would want to have playing a signific

role in the decision making process, they may be considered for a partial role to help you 

come to the right conclusion. This person may be especially useful if you already have a 

team made up of people with plenty of expertise but minimal personal sta

 

ExpertiseExpertiseExpertiseExpertise    ––––    Yes,Yes,Yes,Yes,    PersonalPersonalPersonalPersonal    

This is another category of individual who 

should be considered, but only needs to be included if their expertise is something that can 

make a big imprint on the decision making process. Do they hav

experience that doesn’t exist otherwise on your team?

 

If so, they should absolutely be included in some form or fashion. Otherwise, they may need 

to be left out, as their lack of a personal stake is going to limit their motivation and driv

the project. 

 

ExpertiseExpertiseExpertiseExpertise    ––––    No,No,No,No,    PersonalPersonalPersonalPersonal    StakeStakeStakeStake

It probably isn’t a surprise to find that this 

is a category of team member which should be left out of the decision

they aren’t going to offer anything from an expertise standpoin

personal stake in the decision, they really have no business being involved. You don’t want 
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your decision, and they are going to work hard on the problem because they have a 

personal stake in the outcome. This is exactly the kind of person that you will want to have 

working for you when trying to make an important decision, so it is obvious that they should 

StakeStakeStakeStake    ––––    Yes.Yes.Yes.Yes. 

This is a person who should be considered 

for a marginal role in the decision making 

process. On one hand, they don’t really have the expertise to help you make the right choic

from a technical perspective. However, on the other hand, they are interested in the outcome 

and will likely work hard to steer the company in the right direction. 

While this is likely not the kind of person that you would want to have playing a signific

role in the decision making process, they may be considered for a partial role to help you 

come to the right conclusion. This person may be especially useful if you already have a 

team made up of people with plenty of expertise but minimal personal stake in the matter.

    StakeStakeStakeStake    ––––    No.No.No.No. 

This is another category of individual who 

should be considered, but only needs to be included if their expertise is something that can 

make a big imprint on the decision making process. Do they hav

experience that doesn’t exist otherwise on your team? 

If so, they should absolutely be included in some form or fashion. Otherwise, they may need 

to be left out, as their lack of a personal stake is going to limit their motivation and driv

StakeStakeStakeStake    ––––    No.No.No.No. 

It probably isn’t a surprise to find that this 

is a category of team member which should be left out of the decision-

they aren’t going to offer anything from an expertise standpoint, and they don’t have a 

personal stake in the decision, they really have no business being involved. You don’t want 
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your decision, and they are going to work hard on the problem because they have a 

personal stake in the outcome. This is exactly the kind of person that you will want to have 

s obvious that they should 

process. On one hand, they don’t really have the expertise to help you make the right choice 

from a technical perspective. However, on the other hand, they are interested in the outcome 

While this is likely not the kind of person that you would want to have playing a significant 

role in the decision making process, they may be considered for a partial role to help you 

come to the right conclusion. This person may be especially useful if you already have a 

ke in the matter. 

should be considered, but only needs to be included if their expertise is something that can 

make a big imprint on the decision making process. Do they have knowledge and 

If so, they should absolutely be included in some form or fashion. Otherwise, they may need 

to be left out, as their lack of a personal stake is going to limit their motivation and drive on 

-making process. If 

t, and they don’t have a 

personal stake in the decision, they really have no business being involved. You don’t want 
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to unnecessarily crowd the process with too many voices, so keep people like this away from 

your meetings. While there are more steps to this process that can be used, it is this initial 

line of thinking that is particularly important for business managers and owners. You want to 

make sure that your decisions are being made as intelligently as possible, and a big part of 

working toward that goal is using the right members of your team to help make the choice. 

Do you think you have been including the right people in your decision making meetings, or 

are you going to make some changes in light of the thinking that this model presents? It is 

hard to move an organization into the future without making smart decisions, and it is hard to 

make smart decisions without having the right people working together with you on the 

project. Use the Hoy-Tarter Model when applicable to pick out the right team members for a 

decision making process and your choices should be better for the effort. 

    

Key PointsKey PointsKey PointsKey Points    

• Hoy-Tarter Decision-Making Model is designed to help you decide to what extent you 

should involve subordinates in the decision-making process. 

• The first step in the process of using this model is to think about each of your team 

members in reference to a four-quadrant matrix. 

• On one side of the matrix is the question ‘Does this decision matter to the individual 

in a significant way?’ 

• On the other side of the matrix is the question ‘Does the team member have 

particular expertise that is going to help you make a good decision?’ 

• If the team member receives a yes response for both questions, they should almost 

certainly be included in the decision-making process. 

• Obviously, anyone without expertise or a personal stake should be excluded. 

• Where someone has either expertise or a personal stake, but not both, then the 

decision is more nuanced. 

• This model can help to give you a shortlist of who should be included in the decision-

making process and to justify your choice objectively. 
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Ten Business Financial decisionTen Business Financial decisionTen Business Financial decisionTen Business Financial decision    ----    makingmakingmakingmaking    techniques (Quantitative)techniques (Quantitative)techniques (Quantitative)techniques (Quantitative)    

    

Decision-Making: Technique #    1.1.1.1.    MarginalMarginalMarginalMarginal    Analysis:Analysis:Analysis:Analysis:    

This technique is used in decision-making to figure out how much extra output will result if 

one more variable (e.g. raw material, machine, and worker) is added. In his book, 

‘Economics’, Paul Samuelson defines marginal analysis as the extra output that will result by 

adding one extra unit of any input variable, other factors being held constant. 

Marginal analysis is particularly useful for evaluating alternatives in the decision-making 

process. 

Decision-Making: Technique #    2.2.2.2.    FinancialFinancialFinancialFinancial    Analysis:Analysis:Analysis:Analysis:    

This decision-making tool is used to estimate the profitability of an investment, to calculate 

the payback period (the period taken for the cash benefits to account for the original cost of 

an investment), and to analyze cash inflows and cash outflows. Investment alternatives can 

be evaluated by discounting the cash inflows and cash outflows (discounting is the process 

of determining the present value of a future amount, assuming that the decision-maker has 

an opportunity to earn a certain return on his money). 

Decision-Making: Technique #    3.3.3.3.    BreakBreakBreakBreak----EvenEvenEvenEven    Analysis:Analysis:Analysis:Analysis:    

This tool enables a decision-maker to evaluate the available alternatives based on price, 

fixed cost and variable cost per unit. Break-even analysis is a measure by which the level of 

sales necessary to cover all fixed costs can be determined. Using this technique, the 

decision-maker can determine the break-even point for the company as a whole, or for any 

of its products. At the break-even point, total revenue equals total cost and the profit is nil. 

Businesses want to make money. The objective of the break-even analysis is to decide the 

optimum break-even point, that is, where profits will be highest. In making decisions, 

businesses must pay a great deal of attention to the profit opportunities of alternative 

courses of action. This obviously requires that the cost implications of those alternatives are 

assessed. An important aspect of such cost analysis is that made between fixed and 

variable costs. 
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A cost can be classified as being fixed or variable in relation to changes in the level of 

activity within a given period. (In the long run, of course, all costs are variable). Fixed costs 

are those which remain fixed irrespective of the volume of production or sales. For example, 

a managing director’s salary will not vary (change) with the volume of goods produced 

during any year. Road tax payable for a car will not vary with its annual mileage covered. 

Insurance premiums, rent charges, R&D costs are a few other typical examples of fixed 

costs. 

Variable costs vary or change in response to changes in, say, volume of production or sales 

or any other similar activity. Sales commissions in relation to sales levels, petrol costs in 

relation to miles travelled and labour, costs in relation to hours worked are obvious 

examples. 

Mixed costs are of hybrid nature, being partly fixed and partly variable. An example is found 

in telephone charges – the rental element is a fixed cost, whereas charges for calls made 

are a variable cost. Separating fixed and variable costs. 

The total cost at any level of operations is the sum of a fixed cost component and a variable 

cost component. The importance of separating variable costs from fixed costs stems from 

the different behaviour patterns of each, which have a significant bearing on their control. 

Variable Costs must be controlled in relation to the level of activity, whilst fixed costs must be 

controlled in relation to time. 

From a decision-making point of view, it is also important to know whether or not a particular 

cost will vary as a result of a given decision. By adding graphically variable cost to the fixed 

cost for different levels of activity (e.g. number of goods produced), a total cost curve can be 

drawn. 
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Decision-Making: Technique #    4.4.4.4.    RatioRatioRatioRatio    Analysis:Analysis:Analysis:Analysis:    

It is an accounting tool for interpreting accounting information. Ratios define the relationship 

between two variables. The basic financial ratios compare costs and revenue for a particular 

period. The purpose of conducting a ratio analysis is to interpret financial statements to 

determine the strengths and weaknesses of a firm, as well as its historical performance and 

current financial condition. 

Decision-Making: Technique #    5.5.5.5.    LinearLinearLinearLinear    Programming:Programming:Programming:Programming:    

Linear programming is a quantitative technique used in decision-making. It involves making 

an optimum allocation of scarce or limited resources of an organization to achieve a 

particular objective. The word ‘linear’ implies that the relationship among different variables 

is proportionate. 

The term ‘programming’ implies developing a specific mathematical model to optimize 

outputs when the resources are scarce. In order to apply this technique, the situation must 

involve two or more activities competing for limited resources and all relationships in the 

situation must be linear. Some of the areas of managerial decision-making where linear 

programming technique can be applied are: 

• Product mix decisions 

• Determining the optimal scale of operations 

• Inventory management problems 
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• Allocation of scarce resources under conditions of uncertain demand 

• Scheduling production facilities and maintenance. 

Decision-Making: Technique #    6.6.6.6.    WaitingWaitingWaitingWaiting----linelinelineline    Method:Method:Method:Method:    

This is an operations research method that uses a mathematical technique for balancing 

services provided and waiting lines. Waiting lines (or queuing) occur whenever the demand 

for the service exceeds the service facilities. 

Since a perfect balance between demand and supply cannot be achieved, either customers 

will have to wait for the service (excess demand) or there may be no customers for the 

organization to serve (excess supply). 

When the queue is long and the customers have to wait for a long duration, they may get 

frustrated. This may cost the firm its customers. On the other hand, it may not be feasible for 

the firm to maintain facilities to provide quick service all the time since the cost of idle service 

facilities have to be borne by the company. 

The firm, therefore, has to strike a balance between the two. The queuing technique helps to 

optimize customer service on the basis of quantitative criteria. However, it only provides vital 

information for decision-making and does not by itself solve the problem. Developing 

queuing models often requires advanced mathematical and statistical knowledge. 

Decision-Making: Technique #    7.7.7.7.    GameGameGameGame    Theory:Theory:Theory:Theory:    

This is a systematic and sophisticated technique that enables competitors to select rational 

strategies for attainment of goals. Game theory provides many useful insights into situations 

involving competition. This decision-making technique involves selecting the best strategy, 

taking into consideration one’s own actions and those of one’s competitors. 

The primary aim of game theory is to develop rational criteria for selecting a strategy. It is 

based on the assumption that every player (a competitor) in the game (decision situation) is 

perfectly rational and seeks to win the game. 

In other words, the theory assumes that the opponent will carefully consider what the 

decision-maker may do before he selects his own strategy. Minimizing the maximum loss 
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(minimax) and maximizing the minimum gain (maximin) are the two concepts used in game 

theory. 

Decision-Making: Technique #    8.8.8.8.    Simulation:Simulation:Simulation:Simulation:    

This technique involves building a model that represents a real or an existing system. 

Simulation is useful for solving complex problems that cannot be readily solved by other 

techniques. In recent years, computers have been used extensively for simulation. The 

different variables and their interrelationships are put into the model. 

Simulation techniques are especially applicable to what if problems, in which a manager or 

technician wants to know, If we do this, what will happen. Simulation can, of course, be 

conducted by the manipulation of physical models. For example, one might have a physical 

model of a machine and actually keep on increasing its speed to determine at what point it 

would begin to jam, fly apart or walk across the floor. 

With no loss, one may, instead, use a mathematical model in which each of the terms 

represents one of the variables, and observe the effect on the others when different values 

are given to one or more of the terms. With the help of a computer, it is possible to examine 

what will happen in an enormous number of cases-without spending a prohibitive amount of 

time. 

Decision-Making: Technique #    9.9.9.9.    DecisionDecisionDecisionDecision    Tree:Tree:Tree:Tree:    

This is an interesting technique used for analysis of a decision. A decision tree is a tool that 

enables a decision-maker to consider various alternative courses of action and select the 

best alternative. A decision tree is a graphical representation of alternative courses of action 

and the possible outcomes and risks associated with each action. 

This is basically a conceptual map of possible decisions and outcomes in a particular 

situation. It is useful in cases where a manager is required to make a number of sequential 

decisions i.e., where earlier decisions will affect later ones. 
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The above diagram focuses attention on outcomes or consequences as well as decisions. 

These outcomes can be further elaborated in terms of their probability and their anticipated 

pay off. It is also possible to add a time dimension to the whole diagram, so that, for example 

in the above Figure the period from decision point 1 to decision point 2 could be one year. 

These additional features help to make the use of decision trees a salutary exercise for 

managers. 

The decision making tree is one of the better known decision making techniques, probably 

due to its inherent ease in visually communicating a choice, or set of choices, along with 

their associated uncertainties and outcomes. Their simple structure enables use in a broad 

range of applications. They can be drawn by hand to help quickly outline and communicate 

the critical elements in a decision. Alternatively, a decision tree's simple logical structure 

enables it to be used to address complex multiple decision scenarios and problems with the 

aid of computers. 

 

Technique #    10. Cost10. Cost10. Cost10. Cost----Benefit Analysis:Benefit Analysis:Benefit Analysis:Benefit Analysis:    

In this technique, an effort is made to identify all costs and benefits, not only those that may 

be expressed in rupees, but also the less easily calculated effects of a given decision. 

In general, this technique is advocated for use in decisions on public projects, in which social 

costs and social benefits as well as actual out-of-pocket costs should be taken into account. 

What counts as a benefit or loss to one part of the economy—to one or more persons or 

groups- does not necessarily count as a benefit or loss to the economy as a whole. 
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And in cost-benefit analysis we are concerned with the economy as a whole, with the welfare 

of a defined society and not any smaller part of it. But cost-benefit analysis may also be 

applicable to a single company, for in many cases, it is advisable to place a value on costs 

and benefits that are not ordinarily expressed in rupees. 

Somewhat similar to cost-benefit analysis is the cost-effectiveness analysis, which is 

analysis to determine the least expensive way of reaching an objective or of obtaining the 

greatest possible value from a given expenditure. 

 

Activity Activity Activity Activity ----    The nine dot problemThe nine dot problemThe nine dot problemThe nine dot problem    

The nine dot problem is a classic lateral thinking exercise that gained widespread popularity 

in the 1970's and 80's. Participants are presented with a set of dots arranged in a 3x3 grid 

and challenged to connect all nine dots, without lifting their pencil from the paper, using the 

fewest possible number of straight lines. Ask peoAsk peoAsk peoAsk people not to assume anything.ple not to assume anything.ple not to assume anything.ple not to assume anything. 

Copy the simple diagram below onto a piece of paper and give the puzzle a try for yourself 

before reading any further. 

The best hint, in my view, is to mention that often, when solving a problem, we implicitly 

impose constraints that have not come with the problem. One classical example is where 

nine dots are arranged on the sides and the center of a square as in the picture below. 

 

The problem is to connect the dots with no more than 4 straight lines without lifting your 

hand from the paper. First attempts are always frustrating. For one always comes up with 5 

lines instead of 4. The solution lies in the observation that it's permissible to cross square 

boundaries. 
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Now, try to think of a restriction you imposed on yourself which was not inherent to the 

problem. 

Clearly, this solution requires one to "think outside" the "box" that is formed by the nine dots 

but if we are to fully embrace the idea of "outside the box" thinking, why stop there? Here's a 

way to solve the puzzle using only three straight lines. 

 

This solution is even further "outside the box" than the first. But what if the box is not the 

square described by the nine dots but rather, the piece of paper the puzzle is printed on? If 

we think outside of THAT box, it is possible to solve the puzzle using only one straight line.  
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Key learnings (make sure to debrief well) 

You can display some attempts where the people have stayed within the box 

 

1. In order to solve the puzzle, we needed to go outside the box 

2. We made several assumptions which may include the following 

a. The dots are tiny and cannot be intersected in the middle/end 

b. The line has to be narrow/thin (the puzzle could also be solved with one 

fat(broad) line 

In our business we need to be sure that the assumptions we are making are actually 

accurate. Eg. People will only buy because it is cheap. You can only sell what people need. 

Market size, production quality, production time etc 

Because if we make the wrong assumptions we will struggle to break through.  

 

ExamExamExamExample ple ple ple ––––    1996 world cup Champions1996 world cup Champions1996 world cup Champions1996 world cup Champions    

When Sanath Jayasuriya and Romesh Kaluwitharana changed the way openers batted in a 

50 over game in the 1996 world cup, did they break any rules?  No. What did they do. They 

broke the assumptions and rewrote the history books and changed the game forever. Let us 

look at this closely. The great cricket thinking of the day was that the early overs during the 

swing that you should protect your wickets, and the most important think at that time was 

that you should always hit along the ground, that would eliminate the risk of you getting out. 

Then towards the end over you would take the risks with more wickets in hand. The Sri 

Lankan openers and the management completely changed this thinking upside down and 
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took the risk early and went about in a different way. No rules were broken but assumptions 

were defied, wand what people said you could not do they did it, The result is that cricket 

has changed forever.  

We see similar examples from the wright brothers that defied the known laws of physics  by 

attempting to fly. Their father who was a priest told the boys that only angels were meant to 

fly. Today flying has become a norm and a routine matter. We do not even question.  

Society has always been thrust forward by people who defied the known logic, assumptions 

and practices. Think of recent business models like Uber. Pickme, Airbnb, booking. com. 

They do not own any assets yet have the largest fleet of vehicles, hotels etc. The business 

model has changed. Walmart did it  for retail shops. And history abounds with stories of 

people who found solutions where no man has ever thought before. That is what makes you 

as a business person unique you have the potential to change the world.   

 

Personality TypesPersonality TypesPersonality TypesPersonality Types    

A hugely debated but a widely used tool by organizations and business around the world. 

There are many psychometric tests and assessments. The Myer-Briggs Type Indicator 

(MBTI)  with 16 variants and the Disc Assessment with four categories and the others are 

The Winslow Personality Profile,  Process Communication Model, The Holtzman Inkblot 

Technique, Hexaco Personality Inventory, The Revised Neo Personality Inventory (Neo Pi-

R)  and The Personality Assessment System. While some have very specific assessments 

various other test use, colours and shapes and simple statements to bring out the 

differences.  

The key aspect in all of this is that every individual has his own characteristic way of 

behaving, responding to emotions, perceiving things and looking at the world. In a broad 

sense most of these tests split us into four main areas and then the variants. The key 

learning is that all of us have strengths based on our used style and weaknesses.  

What an individual sees in his childhood days and most importantly his/her growing days 

form his personality. How an individual is raised plays an important role in shaping his/her 

personality. Personality is considered as the aggregate conglomeration of memories and 
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incidents in an individual’s entire life span. Environmental factors, family background, 

financial conditions, genetic factors, situations and circumstances also contribute to an 

individual’s personality. 

Personality also influences what we think, our beliefs, values and expectations. What we 

think about others depends on our personality. In a layman’s language personality is defined 

as the personal qualities and characteristics of an individual. Personality is how we interact 

with others. Personality is a sum of characteristics of an individual which makes him different 

from the others. It is our personality which makes us unique and helps us stand apart from 

the crowd. 

Determinants of PersonalityDeterminants of PersonalityDeterminants of PersonalityDeterminants of Personality    

Following are the factors which help in shaping one’s personality: 

1. Heredity Heredity Heredity Heredity ---- Heredity refers to factors that are determined once an individual is born. 

An individual’s physique, attractiveness, body type, complexion, body weight 

depends on his/her parents’ biological makeup. 

2. Environment Environment Environment Environment ---- The environment to which an individual is subjected to during his 

growing years plays an important role in determining his/her personality. The varied 

cultures in which we are brought up and our family backgrounds have a crucial role in 

shaping our personalities. 

3. Situation Situation Situation Situation ---- An individual’s personality also changes with current circumstances, 

including age, stress situations and major changes.  

The following two pages taken from the DISC profile giving a summary is provided as an 

example and not suggested for usage. The actual implementation of the DISC profile 

requires certification and training from the institute.   
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MBTI Personality types  (SAMPLE ONLY) 
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SAMPLE - MBTI 

SAMPLE DISC Personality style 
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SAMPLEDISC Personality style 
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6. Counselling
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ounselling S
- FFFFor Nonor Nonor Nonor Non----Counselling ProfessionalsCounselling ProfessionalsCounselling ProfessionalsCounselling Professionals
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Skills 
Counselling ProfessionalsCounselling ProfessionalsCounselling ProfessionalsCounselling Professionals    
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IntroductionIntroductionIntroductionIntroduction    

Counselling is a learning-oriented process

relationship, with the aim of helping a person learn more about the self, and to use such 

understanding to enable the person to become an effective member of society.

 

Counselling is not advising or providing guidCounselling is not advising or providing guidCounselling is not advising or providing guidCounselling is not advising or providing guid

There are some misconceptions about counselling and guidance. But they serve totally 

different purposes and the techniques used are not the same.

Business Start
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oriented process, which occurs usually in an interactive 

relationship, with the aim of helping a person learn more about the self, and to use such 

understanding to enable the person to become an effective member of society.

Counselling is not advising or providing guidCounselling is not advising or providing guidCounselling is not advising or providing guidCounselling is not advising or providing guidance.ance.ance.ance.    

There are some misconceptions about counselling and guidance. But they serve totally 

different purposes and the techniques used are not the same. 

Figure 6 Comparison of three approaches    
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, which occurs usually in an interactive 

relationship, with the aim of helping a person learn more about the self, and to use such 

understanding to enable the person to become an effective member of society. 

There are some misconceptions about counselling and guidance. But they serve totally 
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Figure Figure Figure Figure 7777    Counselling Bs GuidingCounselling Bs GuidingCounselling Bs GuidingCounselling Bs Guiding    

 

Everyone you meet is fighting a battEveryone you meet is fighting a battEveryone you meet is fighting a battEveryone you meet is fighting a battle you know nothing about. le you know nothing about. le you know nothing about. le you know nothing about.     

So, be kind.So, be kind.So, be kind.So, be kind.----UnknownUnknownUnknownUnknown    

    

Your life does not get better by chance, it gets better by changeYour life does not get better by chance, it gets better by changeYour life does not get better by chance, it gets better by changeYour life does not get better by chance, it gets better by change    

----Jin RohnJin RohnJin RohnJin Rohn    
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Understanding CounsellingUnderstanding CounsellingUnderstanding CounsellingUnderstanding Counselling    

Counselling is a process by means of which the helper expresses care and concern towards 

the person with a problem, and facilitates that person's personal growth and brings about 

change through self-knowledge. 

Counselling is a relationship between a concerned person and a person with a need. This 

relationship is usually person-to-person, although sometimes it may involve more than two 

people. It is designed to help people to understand and clarify their views, and learn how to 

reach their self-determined goals through meaningful, well-informed choices, and through 

the resolution of emotional or interpersonal problems. It can be seen from these definitions 

that counselling can have different meanings. 

Counselling is provided under a variety of labels. For example, there are instances where 

counselling is offered when a relationship is primarily focused on other, non-counselling 

concerns. The beneficiary or businessman may use a trainer or facilitator as a person with 

whom it is safe to share worries. In such a situation, the trainer uses counselling skills, but 

does not engage in an actual counselling relationship. The trainer counsels but is not a 

counsellor. 

 

Purpose of CounsellingPurpose of CounsellingPurpose of CounsellingPurpose of Counselling    

The aims of counselling are broad. They may depend on the situation and the environment, 

and on training. The basic aims of counselling include the following: 

1. To help needy individuals, in this case potential and existing entrepreneurs with 

issues (we can call them beneficiaries), gain an insight into the origins and 

development of emotional difficulties, leading to an increased capacity to take 

rational control over feelings and actions. 

2. To alter maladjusted behaviour. 

3. To assist them to move in the direction of fulfilling their potential, or achieve an 

integration of conflicting elements within themselves. 

4. To provide beneficiaries with the skills, awareness and knowledge, which will enable 

them to confront social inadequacy. 
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Benefits of CounsellingBenefits of CounsellingBenefits of CounsellingBenefits of Counselling    

According to recent socio-psychological studies, you are going to meet nearly 4 out of 10 

trainees in the classroom with counselling needs. There can be many. As trainers, it is your 

responsibility to observe and understand such needs during; 

• Pre-Training 

• During Training and 

• Post-Training stages of your project. 

 

 

 

 

It is the trainer’s or facilitator’s sole responsibility to be aware about the specific needs of the 

trainee groups they deal with. Training need assessment activity in the pre-training phase 

might provide relevant information of individuals in need of counselling. Following benefits in 

Figure 3,can be shared among the people in need if the trainer offers proper counselling 

during the course. 

 

 

Figure 8  Benefits of Counselling    
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Business CounsellingBusiness CounsellingBusiness CounsellingBusiness Counselling

Business counselling is a highly effective process that enables small and medium scale 

business owners and senior managers to work through, and explore possibilities 

issues affecting their business. Technicall

complicated psychological techniques but it is the counselling approach which is quite similar 

to business mentoring.  

The person who is 

conducting business 

counselling is not aiming at 

serious personality issue of 

the beneficiary like in real 

counselling. It is a process 

that requires the 

trainer/business counsellor and business owner

work together to explore the issue/s of focus and to develop a plan of acti

both business owner forward. 

Business counselling can be very productive when the business owner decides and seek for 

assistance of someone trustworthy to discuss. This is why post

period becomes the most imp

 

Tool to identify Business Counselling NeedTool to identify Business Counselling NeedTool to identify Business Counselling NeedTool to identify Business Counselling Need

Situations/IssuesSituations/IssuesSituations/IssuesSituations/Issues    

1. Business owner is uncertain of the next steps of business 

start-up or improvement process,

2. Potential entrepreneur is ha

idea or preparing business plan,

3. Business owner is facing a critical financial issue or issues,

4. Business owner is facing a legal issue and subsequent 

emotional imbalance, 

Business Start
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Business CounsellingBusiness CounsellingBusiness CounsellingBusiness Counselling    

Business counselling is a highly effective process that enables small and medium scale 

business owners and senior managers to work through, and explore possibilities 

issues affecting their business. Technically this is not a type of counselling method that uses 

complicated psychological techniques but it is the counselling approach which is quite similar 

The person who is 

conducting business 

counselling is not aiming at 

ty issue of 

the beneficiary like in real 

is a process 

that requires the 

trainer/business counsellor and business owner to delve into the core of the business and to 

work together to explore the issue/s of focus and to develop a plan of acti

both business owner forward.  

Business counselling can be very productive when the business owner decides and seek for 

assistance of someone trustworthy to discuss. This is why post-training stage or follow

period becomes the most important phase for business counselling. 

Tool to identify Business Counselling NeedTool to identify Business Counselling NeedTool to identify Business Counselling NeedTool to identify Business Counselling Need    

Business owner is uncertain of the next steps of business 

up or improvement process, 

Potential entrepreneur is having issues on selecting a business 

idea or preparing business plan, 

Business owner is facing a critical financial issue or issues, 

Business owner is facing a legal issue and subsequent 
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Business counselling is a highly effective process that enables small and medium scale 

business owners and senior managers to work through, and explore possibilities on the 

y this is not a type of counselling method that uses 

complicated psychological techniques but it is the counselling approach which is quite similar 

to delve into the core of the business and to 

work together to explore the issue/s of focus and to develop a plan of action that will guide 

Business counselling can be very productive when the business owner decides and seek for 

training stage or follow-up 

Magnitude of Magnitude of Magnitude of Magnitude of 

the Issue (1 the Issue (1 the Issue (1 the Issue (1 

to 10)to 10)to 10)to 10)    
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5. Business owner is having family issues or influence by family 

members during start-up, 

 

6. Having personal issue of not having clear focus on ongoing 

business activates and eventually failed, 

 

7. There are situations uncertain to the person or the business,  

8. Entrepreneur is being forced to close down the business.  

9. Regulatory issue has stopped the start-up or existing business  

10. Unable to find the seed capital for the business  

11.   

12.   

Total  

 

InstructionsInstructionsInstructionsInstructions - During your interview with the entrepreneur, firstly try to identify any issue 

mentioned in the above table or any other issue. Secondly discuss with him/her about how 

influential the issue on business operations. Magnitude of the Issue is to be ranked from 1 to 

10 and 10 represents the highest and 1 is explains lowest level of magnitude. 

 

Business counselling or mentoring can be a valuable tool for young people and women who 

are facing vulnerable situations as they navigate a route for the business that they are 

entrusted with. 

 

Vocational CounsellingVocational CounsellingVocational CounsellingVocational Counselling    

Vocational counselling is defined as individual contacts with those counselled, in order to 

facilitate career development towards job market or business start-up. Students from 

vocational training institutions are the main target. They are not experience business people 

and their focus is to find a job. This definition and category encompasses counselling 

situations such as these: 

• Helping students become aware of the many occupations to consider 

• Interpreting an occupational interest inventory to a student 

• Assisting a teenager to decide what to do after school 

• Helping a student apply to a college or university 

• Role-playing a job interview in preparation for the real thing 
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• Making aware students about the possibilities and opportunities in the field of 

entrepreneurship. 

 

Psychological Side of CounsellingPsychological Side of CounsellingPsychological Side of CounsellingPsychological Side of Counselling    

In our society individuals specially young people face many difficulties and problems which 

may be expressed in the following ways:  

-withdrawal,  

-unhappiness, 

-disappointment due to relationships, 

-annoyance,  

-anger, frustration 

-inability to meet needs,  

-lack of knowledge,  

-partial or total failure,  

-inability to realize aspirations,  

-anxiety and hyperactivity, 

-occupation or business related challenges, 

-mental pressure due to unemployment, 

-stress due to over borrowing. 

 

Added to these is the problem of family issues and other relationship related issues for which 

a great deal of psychological support maybe required for those who comes to you 

particularly those already loss his/her loved ones. 

 

Counselling is important at this stage, because this is when individuals develop positive 

attitudes towards their own life, business and people around them. It is when students begin 

to understand who they are and how they can contribute to healthy relationships. They start 

to develop attitudes of respect toward members of the opposite sex, and see how each 

community member can contribute to development. 

 

Women in Sri Lankan society also face special situations and they are forced to be 

submissive throughout their lives. The self-image of a girls in rural Sri Lanka are that of a 
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passive, submissive person, who remains in the background and needs approval form many 

others around. Generally these girls have a negative self

This personality issues also need to be considered by the

in occasions such as making crucial decisions and becoming active in wealth creation 

women has less power and her decisions are simply influenced by domination males in their 

families. Personal and social counselling s

women to business and vocational

 

Specially, personal counselling empowers rural youth, and teaches them to develop positive 

attitudes towards themselves, and is marked by an ability to acknowl

and to be free to make positive choices.

 

Use SOLER to Prepare YourselfUse SOLER to Prepare YourselfUse SOLER to Prepare YourselfUse SOLER to Prepare Yourself

When you are starting up a conversation or facilitating a counselling sessions there are vey 

specific instructions you have to follow. These instructions would 

engage in a productive and meaningful session. These instructions are give in the following 

formula called SOLER. SOLE

counsellors to organize themselves.

 

 

Counsellor behaviour is the determinant factor that builds open and trustworthy setup where 

the client may feel very comfortable and inviting. Make sure that you follow SOLAR when 

you are ready to welcome a client for a session.
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passive, submissive person, who remains in the background and needs approval form many 

others around. Generally these girls have a negative self-image and a feeling of inferiority. 

This personality issues also need to be considered by the trainers and facilitators. Specially 

in occasions such as making crucial decisions and becoming active in wealth creation 

women has less power and her decisions are simply influenced by domination males in their 

families. Personal and social counselling should also assist in awakening young girls and 

and vocational opportunities.  

Specially, personal counselling empowers rural youth, and teaches them to develop positive 

themselves, and is marked by an ability to acknowledge areas of expertise 

make positive choices. 

Use SOLER to Prepare YourselfUse SOLER to Prepare YourselfUse SOLER to Prepare YourselfUse SOLER to Prepare Yourself    

When you are starting up a conversation or facilitating a counselling sessions there are vey 

specific instructions you have to follow. These instructions would guide you to initiate and 

engage in a productive and meaningful session. These instructions are give in the following 

ER stand for five following important instructions that help for 

counsellors to organize themselves. 

or behaviour is the determinant factor that builds open and trustworthy setup where 

the client may feel very comfortable and inviting. Make sure that you follow SOLAR when 

you are ready to welcome a client for a session. 
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passive, submissive person, who remains in the background and needs approval form many 

image and a feeling of inferiority. 

trainers and facilitators. Specially 

in occasions such as making crucial decisions and becoming active in wealth creation 

women has less power and her decisions are simply influenced by domination males in their 

hould also assist in awakening young girls and 

Specially, personal counselling empowers rural youth, and teaches them to develop positive 

edge areas of expertise 

When you are starting up a conversation or facilitating a counselling sessions there are vey 

guide you to initiate and 

engage in a productive and meaningful session. These instructions are give in the following 

R stand for five following important instructions that help for 

 

or behaviour is the determinant factor that builds open and trustworthy setup where 

the client may feel very comfortable and inviting. Make sure that you follow SOLAR when 
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Important Elements of CounsellingImportant Elements of CounsellingImportant Elements of CounsellingImportant Elements of Counselling    

Three main elements of counselling are explained in the figure below and unlike the training 

workshops the facilitators who are about to deliver counselling session have to ensure an 

exceptional interplay of counsellor, counselee and counselling environment. 

 

Counsellor – means the role of the exert who is capable of facilitating result focused session. 

He/She should possess relevant qualifications to facilitate such sessions and this case the 

counsellor need to have certain level of business knowledge too. His/Her positive attitude 

towards counselling also play a crucial role and it is a very sensitive human to human 

engagement. 

 

Counselee – Is the person who is going to be benefited from the counselling session. 

He/She must be aware of the purpose of counselling session and willing to receive the 

assistance from the assigned counsellor. His/her readiness and willingness are the most 

vital aspects of any counselling session that to be taken place.  

 

The environment – The environment need to be pleasant and calm place that enable the 

counselee to come and initiate dialogue. Two separated space, proper lighting, chairs, a 

small table, drinking water, any writing material necessary and proper ventilation are basic 

needs of counselling environment. 
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Process Process Process Process ----    TTTThree Main Stages of Counsellinghree Main Stages of Counsellinghree Main Stages of Counsellinghree Main Stages of Counselling

This three step simple but comprehensive process will guide you to develop a clear path 

towards reasonable solution in any counselling effort.

1.1.1.1. The Present ScenarioThe Present ScenarioThe Present ScenarioThe Present Scenario
a)a)a)a) Open the space to unfold their stories.Open the space to unfold their stories.Open the space to unfold their stories.Open the space to unfold their stories.

Make them comfortable and open enough to share their side of the story. In telling 

the story, clients reveal and discuss their problems and missed 

clients are articulate while others may be mute. Some will be reluctant to 

everything that is bother

told either at the beginning of the helping process, or in bits and pieces.

For this to happen, counsellors need to develop an effective helpful relationship 

clients. They need to assess rathe

such things as the nature and severity of the problem, other problems that are not 

discussed the impact of the clients' environment on problems, the personal and 

interpersonal resources

 

b) Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots 

perspectives about themselves and their problemsperspectives about themselves and their problemsperspectives about themselves and their problemsperspectives about themselves and their problems

The Present 
Scenario

• Listening to 
the story

• Make them 
aware

• Help to serch 
leverage
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hree Main Stages of Counsellinghree Main Stages of Counsellinghree Main Stages of Counsellinghree Main Stages of Counselling    

This three step simple but comprehensive process will guide you to develop a clear path 

towards reasonable solution in any counselling effort. 

The Present ScenarioThe Present ScenarioThe Present ScenarioThe Present Scenario 
Open the space to unfold their stories.Open the space to unfold their stories.Open the space to unfold their stories.Open the space to unfold their stories.    

ble and open enough to share their side of the story. In telling 

the story, clients reveal and discuss their problems and missed opportunities. Some

clients are articulate while others may be mute. Some will be reluctant to 

that is bothering them, while others do so easily. The story needs to be 

at the beginning of the helping process, or in bits and pieces.

For this to happen, counsellors need to develop an effective helpful relationship 

. They need to assess rather than judge their clients. They need to assess 

as the nature and severity of the problem, other problems that are not 

discussed the impact of the clients' environment on problems, the personal and 

interpersonal resources available to clients. 

Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots 

perspectives about themselves and their problemsperspectives about themselves and their problemsperspectives about themselves and their problemsperspectives about themselves and their problems. 

The Preferred 
Scenario

• Range of 
possibilities

• Viable 
adgendas

• incentives to 
go forward

Formin 
strategies

• Helping to 
brainstorm

• Exploring  
strategies

• formulation 
of plan
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This three step simple but comprehensive process will guide you to develop a clear path 

 

ble and open enough to share their side of the story. In telling 

opportunities. Some 

clients are articulate while others may be mute. Some will be reluctant to reveal 

ing them, while others do so easily. The story needs to be 

at the beginning of the helping process, or in bits and pieces. 

For this to happen, counsellors need to develop an effective helpful relationship with 

r than judge their clients. They need to assess 

as the nature and severity of the problem, other problems that are not 

discussed the impact of the clients' environment on problems, the personal and 

Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots Help clients become aware of, and overcome their blind spots and developand developand developand develop    new new new new 

Formin 
strategies

Helping to 
brainstorm
Exploring  
strategies
formulation 
of plan
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Many people fail to deal with problems, or fail to exploit opportunities, because they 

do not see them from new perspectives. They lock themselves in self-defeating 

patterns of thinking and behaviour. 

Using imagination and brainstorming as a means of problem management and 

opportunity development is one way in which counsellors can empower clients. 

Challenging blind spots is not the same as telling them that what they are doing is 

wrong. It is helping them to see themselves, others, and the world around them, in a 

more creative way. 

 

c)c)c)c) Help clients search for leverage.Help clients search for leverage.Help clients search for leverage.Help clients search for leverage.    

Clients should be helped to identify and work on problems, issues, concerns or 

opportunities that make a difference. Leverage includes three related activities. 

First, the cost of the problem has to be considered in terms of the effort and time 

spent on it. Secondly, if clients, when telling stories, reveal a number of problems at 

the same time or if the problem is complex, then criteria are needed to determine 

which concern is to be dealt with first. Lastly, the problem, issue, and concerns, need 

to be clarified in terms of specific experiences, behaviour and affects (feelings, 

emotions). 

 

2.2.2.2. The Preferred ScenarioThe Preferred ScenarioThe Preferred ScenarioThe Preferred Scenario    
a)a)a)a) Help clients develop a range of future possibilities.Help clients develop a range of future possibilities.Help clients develop a range of future possibilities.Help clients develop a range of future possibilities.    

If a client's state of affairs is problematic and unacceptable, then he/she needs to be 

helped to imagine, conceptualize, or picture, a new state of affairs, that is more 

acceptable. Ask future-oriented questions like: 

    

‘What would this problem look like if I managed it better?’‘What would this problem look like if I managed it better?’‘What would this problem look like if I managed it better?’‘What would this problem look like if I managed it better?’    

‘What changes in my present life style would make sense?’‘What changes in my present life style would make sense?’‘What changes in my present life style would make sense?’‘What changes in my present life style would make sense?’    

‘What would it look like if it were better?’‘What would it look like if it were better?’‘What would it look like if it were better?’‘What would it look like if it were better?’    

 

Clients should be helped to find appropriate and realistic models. Another way could 

be to review better times or become involved in new experiences. The use of writing 

fantasy and guided imagery has also proved beneficial for many clients. 
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b)b)b)b) Help clients to translate possibilities into Help clients to translate possibilities into Help clients to translate possibilities into Help clients to translate possibilities into viable agendas.viable agendas.viable agendas.viable agendas.    

The variety of possibilities constitutes the possible desired outcomes of the helping 

process. The client is helped to choose the possibilities that make the most sense, 

and turn them into an agenda, i.e. a set of goals that need to be accomplished. 

 

c)c)c)c) Help clients identify the kinds of incentives that enable them to Help clients identify the kinds of incentives that enable them to Help clients identify the kinds of incentives that enable them to Help clients identify the kinds of incentives that enable them to commit commit commit commit 

themselvesthemselvesthemselvesthemselves    to the agendas they prepare.to the agendas they prepare.to the agendas they prepare.to the agendas they prepare.    

Many of the clients are able to find an appealing agenda. If not, then the incentives 

for commitment need to be discovered. The goals that are set in the agenda need to 

be accepted and appeal to the client. It is better if they are chosen from among a 

number of options. The focus should be on those that reduce crisis or pain. 

Challenging goals should not be avoided. The counsellor can help clients see ways 

of managing the obstacles that stand in the way of goal attainment. Contracts can 

help clients to commit themselves to choices, and the client needs to be helped to 

identify strategies for accomplishing goals. 

 

3.3.3.3. Strategies (Getting TheStrategies (Getting TheStrategies (Getting TheStrategies (Getting There)re)re)re)    
    

a)a)a)a) Help clients brainstorm various strategies for implementing their agenda.Help clients brainstorm various strategies for implementing their agenda.Help clients brainstorm various strategies for implementing their agenda.Help clients brainstorm various strategies for implementing their agenda.    

Clients are helped to ask themselves questions like, ‘How can I get where I want to 

go?’Strategies tend to be more effective when chosen from among a number of 

possibilities. A strategy is the action needed to achieve a goal. If the strategy is 

complex, then it needs to be divided into a number of interrelated outcomes or 

accomplishments. Each of these sub-goals then has its own set of strategies. This 

divide and conquer process can lead to the achievement of what once seemed 

impossible. One reason why people fail to achieve goals is that they do not explore 

the different ways by which a goal can be reached. Brainstorming plays a role by 

suspending judgement, producing as many ideas as possible, using one idea leading 

to others, removing constraints to thinking, and producing more ideas by clarifying 

items on the list. 
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b)b)b)b) Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their 

‘Best’ here means one str

clients ‘needs, preferences, and resources, and that is least likely to be blocked by 

the factors present in the client's environment. They should be clear and specific, tied 

to the desired goal, re

or her values. 

    

c)c)c)c) Help clients formulate a plan, a stepHelp clients formulate a plan, a stepHelp clients formulate a plan, a stepHelp clients formulate a plan, a step

A plan has strategies for reaching goals, divides them into workable bits, puts the bits 

in order, and prepares a time

of reaching goals, that is, even better

evaluate the realism and adequacy of goals.

strategies. Clients are also helped to discover

 

Connecting with the ClientConnecting with the ClientConnecting with the ClientConnecting with the Client

There is no second chance to make that first impression and first impression matters a lot in 

connecting the client emotionally as well as

you can connect the client in front of you and make use them carefully during the course of 

counselling session. 

 

your listening ear and being very careful about the few words you say. Be sure to clear your 

own head before a session to stay focused and give your client the attention they deserve. If 

it is a business matter focuses on his/her business to and it demonstrates your intere

the problem. That obliviously motivates the client to actively engage in the discussion.
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Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their Help clients choose a set of strategies that best fits their environment andenvironment andenvironment andenvironment and

‘Best’ here means one strategy, or a combination of strategies, that best fits the 

, preferences, and resources, and that is least likely to be blocked by 

in the client's environment. They should be clear and specific, tied 

, realistic, effective, accepted by the client, and in keeping with his 

Help clients formulate a plan, a stepHelp clients formulate a plan, a stepHelp clients formulate a plan, a stepHelp clients formulate a plan, a step----bybybyby----step step step step procedure forprocedure forprocedure forprocedure for    reaching each goal.reaching each goal.reaching each goal.reaching each goal.

A plan has strategies for reaching goals, divides them into workable bits, puts the bits 

, and prepares a time-table. Formulating plans helps clients find useful ways 

of reaching goals, that is, even better strategies. Plans provide an opportunity to 

evaluate the realism and adequacy of goals. They tell clients something about their 

egies. Clients are also helped to discover obstacles to the reaching of goals.

Connecting with the ClientConnecting with the ClientConnecting with the ClientConnecting with the Client----TechniquesTechniquesTechniquesTechniques    

There is no second chance to make that first impression and first impression matters a lot in 

connecting the client emotionally as well as in building credibility. There are several ways 

you can connect the client in front of you and make use them carefully during the course of 

Make Sure the Focus is on the ClientMake Sure the Focus is on the ClientMake Sure the Focus is on the ClientMake Sure the Focus is on the Client

It’s arguably the most important to maintain 

the focus on the person in need and that 

requires a high level of attention. The 

beginning, middle and end of every session 

should be about the client’s thoughts, 

feelings and actions. Keep the spotlight on 

the client. You accomplish this by honing 

r and being very careful about the few words you say. Be sure to clear your 

own head before a session to stay focused and give your client the attention they deserve. If 

it is a business matter focuses on his/her business to and it demonstrates your intere

the problem. That obliviously motivates the client to actively engage in the discussion.
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environment andenvironment andenvironment andenvironment and    resources.resources.resources.resources.    

ategy, or a combination of strategies, that best fits the 

, preferences, and resources, and that is least likely to be blocked by 

in the client's environment. They should be clear and specific, tied 

alistic, effective, accepted by the client, and in keeping with his 

reaching each goal.reaching each goal.reaching each goal.reaching each goal.    

A plan has strategies for reaching goals, divides them into workable bits, puts the bits 

Formulating plans helps clients find useful ways 

strategies. Plans provide an opportunity to 

They tell clients something about their 

obstacles to the reaching of goals. 

There is no second chance to make that first impression and first impression matters a lot in 

in building credibility. There are several ways 

you can connect the client in front of you and make use them carefully during the course of 

Make Sure the Focus is on the ClientMake Sure the Focus is on the ClientMake Sure the Focus is on the ClientMake Sure the Focus is on the Client    

It’s arguably the most important to maintain 

on the person in need and that 

requires a high level of attention. The 

beginning, middle and end of every session 

should be about the client’s thoughts, 

feelings and actions. Keep the spotlight on 

the client. You accomplish this by honing 

r and being very careful about the few words you say. Be sure to clear your 

own head before a session to stay focused and give your client the attention they deserve. If 

it is a business matter focuses on his/her business to and it demonstrates your interest on 

the problem. That obliviously motivates the client to actively engage in the discussion. 
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Walk the Line between Pushy and CoddlingWalk the Line between Pushy and CoddlingWalk the Line between Pushy and CoddlingWalk the Line between Pushy and Coddling

line that intersects these two extremes. Be sensitive to where your client is at, but know 

when to give the extra little encourage

it’s that push that helps the client arrive at their ultimate goal.

 

Stay ConfidentialStay ConfidentialStay ConfidentialStay Confidential    

making sure your client knows that you have the rule of confidentiality can help you

resistant clients. Start your work with clients by explaining what confidentiality means and 

the ways you ensure their privacy. 

 

Ask for ClarificationAsk for ClarificationAsk for ClarificationAsk for Clarification    

Business Start
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Walk the Line between Pushy and CoddlingWalk the Line between Pushy and CoddlingWalk the Line between Pushy and CoddlingWalk the Line between Pushy and Coddling    

Maintain the course and clients need to 

know you accept them and respect their 

right to make their own decisions. Neit

coddling your client nor being too 

insensitive to their readiness to open up will 

be productive. You must find the median 

line that intersects these two extremes. Be sensitive to where your client is at, but know 

when to give the extra little encouragement to reveal more or to think deeper.

it’s that push that helps the client arrive at their ultimate goal. 

How do you sow that you are a trustworthy 

person? Trust is the most valuable facet of 

the counsellor/client partnersh

trust, the client won’t be comfortable opening 

up to let you listen and begin the journey to 

health and healing. This includes keeping all 

information about the client and the sessions 

to yourself and yourself only. Sometimes, 

client knows that you have the rule of confidentiality can help you

resistant clients. Start your work with clients by explaining what confidentiality means and 

the ways you ensure their privacy.  

Never do priming and get out 

mode. Work hard to understand the client 

with the idea you cannot know the client’s world 

without listening carefully. Ask what words 

mean; for example ask what family means and 

who is theirs. Do not assume your idea of 

anything matches theirs. It’s your job to assess 
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Maintain the course and clients need to 

know you accept them and respect their 

right to make their own decisions. Neither 

coddling your client nor being too 

insensitive to their readiness to open up will 

be productive. You must find the median 

line that intersects these two extremes. Be sensitive to where your client is at, but know 

ment to reveal more or to think deeper. Sometimes, 

How do you sow that you are a trustworthy 

person? Trust is the most valuable facet of 

the counsellor/client partnership. Without 

trust, the client won’t be comfortable opening 

up to let you listen and begin the journey to 

health and healing. This includes keeping all 

information about the client and the sessions 

to yourself and yourself only. Sometimes, 

client knows that you have the rule of confidentiality can help you manage 

resistant clients. Start your work with clients by explaining what confidentiality means and 

 of the judgemental 

mode. Work hard to understand the client – start 

with the idea you cannot know the client’s world 

without listening carefully. Ask what words 

mean; for example ask what family means and 

who is theirs. Do not assume your idea of 

matches theirs. It’s your job to assess 
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the situation carefully and correctly. If you develop a misconception about your client’s 

situation, you could complicate things for the client and impede 

client’s goal. 

 

Master Your QuestionsMaster Your QuestionsMaster Your QuestionsMaster Your Questions    and Use Questions to Enableand Use Questions to Enableand Use Questions to Enableand Use Questions to Enable

“no” response. But, if you ask, “How do you feel about what happened,” the question is an 

open-ended tool for conversation and further understanding.

 

Useful ToolsUseful ToolsUseful ToolsUseful Tools 

1.1.1.1. ExamplesExamplesExamplesExamples    of Open Ended Questionsof Open Ended Questionsof Open Ended Questionsof Open Ended Questions
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the situation carefully and correctly. If you develop a misconception about your client’s 

situation, you could complicate things for the client and impede progress towards

and Use Questions to Enableand Use Questions to Enableand Use Questions to Enableand Use Questions to Enable    

Questions are the tools to build up the path 

of exploration. Asks open

to understand the most from their 

interviewees, a counsellor should ask 

open-ended questions to assess more 

detail from the discussion. For 

you ask “Are you happy about what 

happened,” You may receive a “yes” or 

“no” response. But, if you ask, “How do you feel about what happened,” the question is an 

ended tool for conversation and further understanding. 

of Open Ended Questionsof Open Ended Questionsof Open Ended Questionsof Open Ended Questions    
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the situation carefully and correctly. If you develop a misconception about your client’s 

progress towards your 

Questions are the tools to build up the path 

of exploration. Asks open-ended questions 

to understand the most from their 

interviewees, a counsellor should ask 

ended questions to assess more 

detail from the discussion. For example, if 

you ask “Are you happy about what 

happened,” You may receive a “yes” or 

“no” response. But, if you ask, “How do you feel about what happened,” the question is an 
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2.2.2.2. Active Listening SkillsActive Listening SkillsActive Listening SkillsActive Listening Skills    
• Be attentive –Use your body language gesture and posture mirroring the 

responses of the client 

• Ask open ended questions – To keep momentum and to motivate the client 

• Ask probing questions – To emphasize/validate and to get back on  track 

when the discussion goes off track 

• Request clarification – To neutralize emotional moments and to show your 

agreement on certain issues/activities 

• Paraphrase – To be empathetic and to demonstrate the appreciation of 

feelings 

• Be attuned – To keep the momentum and emphasize the purpose of 

discussion 

• Summarize – To connect the dots and keep tracking 
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3.3.3.3. Do’s and Don’ts of CounsellingDo’s and Don’ts of CounsellingDo’s and Don’ts of CounsellingDo’s and Don’ts of Counselling    
If you are someone who is running counselling sessions for small business people, If you are someone who is running counselling sessions for small business people, If you are someone who is running counselling sessions for small business people, If you are someone who is running counselling sessions for small business people, 

pleplepleplease be causes about the following do’s and don’ts.ase be causes about the following do’s and don’ts.ase be causes about the following do’s and don’ts.ase be causes about the following do’s and don’ts.    

Do’sDo’sDo’sDo’s Don’tsDon’tsDon’tsDon’ts 

• Ensure the privacy and confidentiality 

of information shared 

• Never initiate conversation without 

explaining the purpose and rules 

• Appreciate his intention and action to 

come forward 

• Never use “I’m going to give you a 

solution” kind of language 

• Never compare his/her situation with 

someone else 

• Compare his/he own progress 

between past and present 

• se listening skills • Talk less and less in the first half 

of the dissuasion 

• Be empathetic and encourage to be 

open 

• Never criticise actions, 

perceptions and results 

• Ask more open ended questions • Limit close ended questions 

• Negotiate for realistic options and 

plans 

• Never order or force to do 

something 

• Use suitable environment with 

privacy 

• Don’t start the discussion in 

common places and places which 

might feel unsafe 

• Do follow through the story unfolding 

and try to connect the dots 

• Don’t focus only on specific 

incidents and events 

• Be empathetic • Don’t be sympathetic 
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7777. . . . PPPProductivity and roductivity and roductivity and roductivity and 

TTTTimeimeimeime    MMMManagementanagementanagementanagement    
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IntroductionIntroductionIntroductionIntroduction    

Business is a process of getting the optimum 

level of output-productivity from the inputs used. 

Efficiency is about getting more things done. 

Effectiveness is about getting the

done. Peter Drucker, the well

management consultant, once encapsulated the 

idea by writing, “There is nothing so useless as 

doing efficiently that which should not be done at 

all.” 

In other words, making progress is not just about being productive. It's about being 

productive on the right things.

If you ensure productivity in your business process, Growth is already there.

 

Working DefinitionWorking DefinitionWorking DefinitionWorking Definition: Productivity is commonly defined as a ratio between the output volume 

and the volume of inputs. In other words, it measures how efficiently pro

as labour and capital, are being used in an economy to produce a given level of output.

 

Useful Tools Useful Tools Useful Tools Useful Tools ----    5 S Method5 S Method5 S Method5 S Method

With the ever-changing economic climate, many 

organizations are periodically adjusting their 

resources to align with business strategy. This 

often results in the need to achieve more work 

with fewer resources. In order to remain 

successful, businesses must become more 

efficient, reduce waste and thereby reduce cost. 

We must find ways to do what we are currently 

doing in less time and at a lower cost. One way 
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Business is a process of getting the optimum 

productivity from the inputs used. 

Efficiency is about getting more things done. 

Effectiveness is about getting the right things 

done. Peter Drucker, the well-known 

management consultant, once encapsulated the 

idea by writing, “There is nothing so useless as 

doing efficiently that which should not be done at 

In other words, making progress is not just about being productive. It's about being 

right things. 

If you ensure productivity in your business process, Growth is already there.

: Productivity is commonly defined as a ratio between the output volume 

and the volume of inputs. In other words, it measures how efficiently production inputs, such 

as labour and capital, are being used in an economy to produce a given level of output.

5 S Method5 S Method5 S Method5 S Method    

changing economic climate, many 

organizations are periodically adjusting their 

siness strategy. This 

often results in the need to achieve more work 

with fewer resources. In order to remain 

successful, businesses must become more 

efficient, reduce waste and thereby reduce cost. 

We must find ways to do what we are currently 

ss time and at a lower cost. One way 

 

PROCESS
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In other words, making progress is not just about being productive. It's about being 

If you ensure productivity in your business process, Growth is already there. 

: Productivity is commonly defined as a ratio between the output volume 

duction inputs, such 

as labour and capital, are being used in an economy to produce a given level of output. 

PROCESS 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 185 

we can accomplish this is through the use of 5S Principles. The 5S Principles are very 

effective at identifying and eliminating waste and increasing efficiency.  

 

What is 5S?What is 5S?What is 5S?What is 5S?    

The 5S Method is a standardized process that when properly implemented creates and 

maintains an organized, safe, clean and efficient workplace. Improved visual controls are 

implemented as part of 5S to make any process non-conformance’s obvious and easily 

detectable. 5S is often one element of a larger Lean initiative and promotes continuous 

improvement. The 5S list is as follows: 

 

Seiri / Sort:   Separating of the essential from the nonessential items 

 

Seiton / Straighten: Organizing the essential materials where everything has its place 

 

Seiso / Shine:   Cleaning the work area 

 

Seiketsu / Standardize:  Establishing a system to maintain and make 5S a habit 

 

Shitsuke / Sustain:  Establishing a safe and sanitary work environment (Safety) 

 

The 5S Principles are recognized in many industries as effective tools for improving 

workplace organization, reducing waste and increasing efficiency. Organizations should be 

careful to not allow the 5S Principles to become viewed as the whole of the company’s 

improvement efforts. Otherwise it could become the end goal of your company’s 

improvement process instead of a key part of a larger continuous improvement journey. The 

greatest benefit from using 5S is realized when it is part of a larger initiative and the entire 

organization has adopted its principles. 5S is more than a system; it is a business philosophy 

and should be integrated into the organization’s culture. 
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Why Implement 5S?Why Implement 5S?Why Implement 5S?Why Implement 5S?    

There are many benefits to implementing the 5S Methods into a work area on the production 

line or in the business office. To not only survive but thrive in business today, cost must be 

controlled and waste must be avoided or eliminated. The 5S steps, when implemented 

properly, can identify and reduce many forms of waste in any process or workstation. An 

organized work area reduces excessive motion and wasted time looking for the right tool. 

The visual aspect of the 5S Methodology is also very effective. When everything has a 

place, it is easier to spot something missing or misplaced. A clean work area helps draw 

attention to possible problems or safety hazards. A clean floor helps spot any leaks or spills 

could indicate machine maintenance and prevent slips and falls. Furthermore, encouraging 

people to watch for and address problems can result in a positive change to an 

organizations culture. Therefore, the 5S Principles implemented as part of a larger Lean 

initiative or as a standalone tool can reduce waste, improve quality, promote safety and drive 

continuous improvement. The five areas of the 5S model for implementation is given below; 

 

1.1.1.1. Sort (Seiri)Sort (Seiri)Sort (Seiri)Sort (Seiri)    

    

The first step in 5S is sorting. During sorting the 

team should go through all items in the work area 

including any tools, supplies, bulk storage parts, 

etc. The 5S team leader should review and 

evaluate every item with the group. This will help 

to identify which items are essential for getting the 

job done effectively and efficiently. If the item is essential for everyday operations it should 

be tagged and catalogued. If the item is not essential, determine how often it is used in the 

performance of work in that area. If it is a bulk item, decide the proper amount to be kept in 

the area and move the remaining quantity to storage. Excess inventory is one form of waste 

and should be eliminated during the 5S activities. 
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Goals: 

• Reduce time loss looking for an item by reducing the amount of items. 

• Reduce the chance of distraction by unnecessary items. 

• Simplify inspection. 

• Increase the amount of available, useful space. 

• Increase safety by eliminating obstacles. 

Implementation: 

• Check all items in a location and evaluate whether or not their presence at 

the location is useful or necessary. 

• Remove unnecessary items as soon as possible. Place those that cannot 

be removed immediately in a 'red tag area' so that they are easy to 

remove later on. 

• Keep the working floor clear of materials except for those that are in use 

to production. 

 

2.2.2.2. Stabilize (Saiton)Stabilize (Saiton)Stabilize (Saiton)Stabilize (Saiton)    

Designate a place or address for all items 

that remain in the work area. Put all items 

in their designated location. An often 

referenced quote is “A place for everything 

and everything in its place”. During the 

stabilizing step, look for ways to reduce or 

eliminate waste. One form of waste in a 

process is unnecessary workers motion or 

movement. Therefore, frequently used tools and supplies should be stored in the immediate 

work area close to the worker/operator. One effective method commonly used to avoid 

wasted time searching for the correct tool is constructing shadow boards for all essential 

tools. Items that are not used as often should be stored based on their frequency of use. All 

parts bins should be properly labelled. The label should include part number, part 

description, storage location and the recommended min / max quantities. A properly 
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straightened or stabilized work area allows the operator to quickly review and verify that they 

have everything they need to successfully perform their task at hand. 

 

Goal:Goal:Goal:Goal:    

• Make the workflow smooth and easy. 

Implementation:Implementation:Implementation:Implementation:    

• Arrange work stations in such a way that all tooling / equipment is in close 

proximity, in an easy to reach spot and in a logical order adapted to the 

work performed. Place components according to their uses, with the 

frequently used components being nearest to the workplace. 

• Arrange all necessary items so that they can be easily selected for use. 

Make it easy to find and pick up necessary items. 

• Assign fixed locations for items. Use clear labels, marks or hints so that 

items are easy to return to the correct location and so that it is easy to 

spot missing items. 

 

3.3.3.3. Shine (Seiso)Shine (Seiso)Shine (Seiso)Shine (Seiso)    

The next step is to clean everything in the area 

and remove any trash. To be effective we must 

keep the area and any related equipment 

clean.  Dirty process equipment can actually 

increase the potential for process variability 

and lead to equipment failure. Lost time due to 

equipment failure is considered waste and non-

value-added time.  A dirty area can also 

contribute to safety issues that have the 

potential to cause a worker to be injured. Operators should clean their areas at the end of 

each shift. By doing this they will likely notice anything out of the ordinary such as oil or 

lubricant leaks, worn lift cables, burnt out bulbs, dirty sensors, etc. The purpose is to reduce 

waste and improve operator safety and efficiency.  
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Goals:Goals:Goals:Goals:    

• Prevent deterioration. 

• Keep the workplace safe and easy to work in. 

• Keep the workplace clean and pleasing to work in. 

• When in place, anyone not familiar to the environment must be able to 

detect any problems within 50 feet in 5 sec. 

    

Implementation:Implementation:Implementation:Implementation:    

• Clean the workplace and equipment on a daily basis, or at another 

appropriate (high frequency) cleaning interval. 

• Inspect the workplace and equipment while cleaning 

 

4.4.4.4. StandardizeStandardizeStandardizeStandardize    (Seiketsu)(Seiketsu)(Seiketsu)(Seiketsu)    

The fourth step has been called the most 

important step in the 5S Process. In this step we 

must develop the standards for the 5S system. 

They will be the standards by which the 

previous 5S steps are measured and 

maintained. In this step, work instructions, 

checklists, standard work and other 

documentation are developed. Without work instructions or standard work, operators tend to 

gradually just do things their own way instead of what was determined by the team. The use 

of visual management is very valuable in this phase. Colour coding and standard colours for 

the surroundings are sometimes used. Photos of the area in the standard 5S configuration 

are often posted for easier identification of non-conformances. The operators are trained to 

detect non-conforming conditions and correct them immediately. Schedules should also be 

developed for regular maintenance activities in each area. 

Goal:Goal:Goal:Goal:    

• Establish procedures and schedules to ensure the repetition of the first 

three ‘S’ practices. 
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Implementation:Implementation:Implementation:Implementation:    

• Develop a work structure that will support the new practices and make it 

part of the daily routine. 

• Ensure everyone knows their responsibilities of performing the sorting, 

organizing and cleaning. 

• Use photos and visual controls to help keep everything as it should be. 

• Review the status of 5S implementation regularly using audit checklists. 

    

5.5.5.5. Sustain (Shitsuke)Sustain (Shitsuke)Sustain (Shitsuke)Sustain (Shitsuke)    

This step in the 5S Process can sometimes 

become the most challenging of all the five steps. 

Sustaining is the continuation of the Sort, 

Straighten, Shine and Standardize steps. It is the 

most important step in that it addresses the need 

to perform 5S on a consistent and systematic 

basis. During this step a standard audit system is 

usually developed and implemented. The goal of 

the sustain step is to ingrain the 5S process into 

the company culture. The company must strive to make 5S a way of life so the benefits 

gained through the exercise can be maintained. 5S is not a one-time exercise. Following the 

5S Process must become a habit. 

GoalGoalGoalGoal    

• Ensure that the 5S approach is followed. 

Implementation:Implementation:Implementation:Implementation:    

• Organize training sessions. 

• Perform regular audits to ensure that all defined standards are being 

implemented and followed. 

• Implement improvements whenever possible. Worker inputs can be very 

valuable for identifying improvements. 
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• When issues arise, identify their cause and implement the changes 

necessary to avoid their recurrence. 

 

6.6.6.6. 5S5S5S5S    + 1+ 1+ 1+ 1    

Some organizations have added an additional step and titled their process 5S + 1. The 

additional step being applied is safety. The goal of adding this step is to foster a culture that 

enhances safety by identifying any workplace hazards and removing them. In addition, tools 

and workstations are selected or designed with proper ergonomics in mind. The emphasis 

being that in each of the other 5S steps the motto is “Safety First”. 

Many companies have implemented 5S into all areas of their business. The greatest benefits 

are usually realized when 5S is implemented as part of a larger Lean initiative within the 

organization. If implemented properly, 5S can help drive your company’s lean initiatives and 

be a powerful stimulus for developing a continuous improvement culture. 

    

The 8 Forms of WasteThe 8 Forms of WasteThe 8 Forms of WasteThe 8 Forms of Waste    

As previously stated, 5S Principles are effective tools for reducing waste, improving quality, 

increasing efficiency, promoting safety and encouraging continuous improvement.  
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When applying 5S and other productivity methods you should always remember the various 

forms which waste can take: 

1. OverproductionOverproductionOverproductionOverproduction – Producing more product than required or producing parts faster 

than the downstream processes can utilize it. Strive to produce the proper amount at 

the proper time. 

 

2. Excessive InventoryExcessive InventoryExcessive InventoryExcessive Inventory – This can be a direct result of overproduction or it could be due 

to poor purchasing practices. Over purchasing supplies because we got a great deal 

sometimes is no deal at all. Excessive or unneeded inventory can propagate other 

forms of waste. 

 

3. Inappropriate or Non Value Added ProcessingInappropriate or Non Value Added ProcessingInappropriate or Non Value Added ProcessingInappropriate or Non Value Added Processing – Waste is incurred through use of the 

wrong tool, performing needless operations or not using the most efficient processes 

or tools for the job. Beware of the phrase “Because we have always done it this way”. 

The right process and the correct tools can reduce waste in your process. 

 

4. WaitingWaitingWaitingWaiting – Time and resources are wasted when waiting on parts, supplies or 

information. 

 

5. TransportationTransportationTransportationTransportation – Excessive travel or movement of materials is waste. Proper 

planning and process layout can help reduce or eliminate excess transportation. The 

use of value stream mapping can help the team visualize exactly how much the 

material is travelling. 

 

6. Unnecessary MotionUnnecessary MotionUnnecessary MotionUnnecessary Motion – Any movement or motion performed by the operator that does 

not add value is waste. During your 5S exercise examine the motions required to 

perform the task. Organize the workstation so all tools and supplies are easily 

located and within easy reach. In some cases, re-sequencing certain process steps 

can reduce excessive and redundant movement or motion by the operator. By 

reducing or eliminating the waste of excess motion you are also creating a more 

ergonomic workstation. Always consider safety first. 
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7. Defects Defects Defects Defects – This form of waste is one of the worst of all. Producing non-conforming 

parts or assemblies increases scrap, reduces process efficiency, wastes machine, 

process or assembly time and causes non-value added tool wear. Defects can also 

create additional waste in the form of wait time when the downstream operations run 

out of usable parts. 

 

8. Untapped Employee Creativity (potential)Untapped Employee Creativity (potential)Untapped Employee Creativity (potential)Untapped Employee Creativity (potential) – Many companies are now realizing that 

their best asset is their employees. Companies must create an atmosphere where 

ideas are encouraged. Some of the most successful organizations have created a 

culture where employee’s ideas are really heard and evaluated. When their good 

ideas are implemented, the employee is recognized and rewarded.  You never know 

where the next great idea is going to come from. 

 

When you are implementing your 5S program or other lean tools watch out for the various 

forms of waste. Take action to eliminate waste in your processes. Get the team members 

involved and encourage them to provide ideas for improvements. When teams work together 

to recognize, address and eliminate waste and improve their workplace, they will take 

ownership of the process. They are more likely to spot any non-conformance’s in the future. 

The 5S Principles will gradually become a habit. Then you will begin to foster a culture of 

continuous improvement. 

 

Process MappingProcess MappingProcess MappingProcess Mapping    

Process mapping is used to visually demonstrate all the steps and decisions in a particular 

process. A process map or flowchart describes the flow of materials and information, 

displays the tasks associated with a process, shows the decisions that need to be made 

along the chain and shows the essential relationships between the process steps. Process 

mapping is a real picture of the current state of a process so that you can understand it 

completely and use this understanding to consider ways to improve it. 

Creating a process map helps organize processes and makes information visible to 

everyone.  
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Creating a process map Creating a process map Creating a process map Creating a process map     

Step 1: Identify the problem: 

• What is the process that needs to be visualized? Type its title at the top of the 

document. 

 

Step 2: Brainstorm all the activities that will be involved: 

• At this point, sequencing the steps isn’t important, but it may help you to remember 

the steps needed for your process. Decide what level of detail to include. Determine 

who does what and when it is done. 

 

Step 3: Figure out boundaries: 

• Where or when does the process start? 

• Where or when does the process stop? 

 

Step 4: Determine and sequence the steps: 

• It’s helpful to have a verb begin the description. You can show either the general flow 

or every detailed action or decision. 

 

Step 5: Draw basic flowchart symbols: 

• Each element in a process map is represented by a specific flowchart symbol, which 

together represent process mapping symbols:   

o Ovals show the beginning or the ending of a process. 

o Rectangles show an operation or activity that needs to be done. 

o Arrows represent the direction of flow. 

o Diamonds show a point where a decision must be made. Arrows coming out 

of a diamond are usually labelled yes or no. Only one arrow comes out of an 

activity box. If more than is needed, you should probably use a decision 

diamond. 
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o Parallelograms show inputs or outputs. 

 

Step 6: Finalize the process flowchart 

• Review the flowchart with other stakeholders (team member, workers, supervisors, 

suppliers, customers, etc.) to make sure everyone is in agreement. 

 

• Make sure you’ve included important chart information like a title and date, which will 

make it easy to reference. 

 

 

• Helpful questions to ask: 

o Is the process being run how it should? 

o Will team members follow the charted process? 

o Is everyone in agreement with the process map flow? 

o Is anything redundant? 

o Are any steps missing? 

 

Process maps provide valuable insights into how a businesses or an organization can 

improve processes. When important information is presented visually, it increases 

understanding and collaboration for any project. 

You can create a flowchart by hand or in a software program like Microsoft Word, Microsoft 

Excel, Microsoft Visio or Microsoft PowerPoint; however, there are other software programs 

specifically built for creating a process flowchart. Following these basic steps to creating 

process maps will make them easier to build and to understand. However, if there is a 

possibility you could use post it notes on a large wall or white board and start the process, 

the advantage is that you could move the post it notes.  It is important through this exercise 

to see and understand areas of duplication, delays, overlaps, bottlenecks, repeated 

approvals, customer interactions. You should be able to identify the number of steps to 

complete a particular transaction. Eg. If it is a loan, from the application point you can see 

how many times a customer needs to come physically, or the time taken if all the steps are 

taken or when refused the flow of the application etc. Large organizations have been able to 
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save millions and make it quicker for customers to access products and services and clear 

the clog in their service in the process. This is very revealing mostly for organizations that 

have been established or in operation for some time. Anomalies, delays, and bottlenecks 

should be singled out. Just as critical activities and those that add more value should be 

identified. Finally, one should pay close attention to the activities which come into direct 

contact with the end customer and ensure that they have the best possible experience. 

There are some important aspects that should be considered when conducting a project 

improvement strategy. They are: 

• Bottlenecks that taper and cause delay in operation 

o Where does the client or employee get frustrated? 

o Where is rework happening? 

• Points of contact with customers 

• Risky activities that can paralyze operations 

• Activities which add the most value (improve them as much as possible) 

• Activities which do not add value (automate them or delete them). 

 

Pareto PrinciplePareto PrinciplePareto PrinciplePareto Principle    

The 80/20 Rule is one of the most helpful of all concepts of time and life management. It is 

also called the Pareto Principle after its founder, the Italian economist Vilfredo Pareto, who 

first wrote about it in 1895. Pareto noticed that people in his society seemed to divide 

naturally into what he called the “vital few,” the 

top 20% in terms of money and influence, and 

the “trivial many,” the bottom 80%. He later 

discovered that virtually all economic activity 

was subject to this Pareto Principle as well. For 

example, this rule says that 20% of your 

activities will account for 80% of your results. 

20% of your customers will account for 80% of 

your sales. 20% of your products or services will 

account for 80% of your profits. 20% of your 
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tasks will account for 80% of the value of what you do, and so on. 

This means that if you have a list of ten items to do, two of those items will turn out to be 

worth as much or more than the other eight items put together. 

Here is an interesting discovery. Each of these tasks may take the same amount of time to 

accomplish. But one or two of those tasks will contribute five or ten times the value as any of 

the others. 

Often, one item on a list of ten things that you have to do can be worth more than all the 

other nine items put together. This task is invariably the one that you should do first. 

The most valuable tasks you can do each day are 

often the hardest and most complex. But the payoff 

and rewards for completing these tasks efficiently can 

be tremendous. For this reason, you must adamantly 

refuse to work on tasks in the bottom 80% while you 

still have tasks in the top 20% left to be done.  

Before you begin work, always ask yourself, “Is this 

task in the top 20% of my activities or in the bottom 

80%?” 

 

The hardest part of any important task is getting 

started on it in the first place. Once you actually begin work on a valuable task, you seem to 

be naturally motivated to continue. There is a part of your mind that loves to be busy working 

on significant tasks that can really make a difference. Your job is to feed this part of your 

mind continually. 

The Pareto Principle is the observation (not law) that most things in life are not distributed 

evenly. It can mean all of the following things: 

• 20% of the input creates 80% of the result 

• 20% of the workers produce 80% of the result 

• 20% of the customers create 80% of the revenue 
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Remember that the 80/20 rule is a rough guide about typical distributions. Also recognize 

that the numbers don’t have to be “20%” and “80%” exactly. The key point is that most things 

in life (effort, reward, output) are not distributed evenly – some contribute more than others. 

 

 

 

 

Lastly, don’t think the Pareto Principle means only do 80% of the work needed. It may be 

true that 80% of a bridge is built in the first 20% of the time, but you still need the rest of the 

bridge in order for it to work. It may be true that 80% of the Mona Lisa was painted in the first 

20% of the time, but it wouldn’t be the masterpiece it is without all the details. The Pareto 

Principle is an observation, not a law of nature.  

When you are seeking top quality, you need all 100%. When you are trying to optimize your 

resources, focusing on the critical 20% is a time-saver. See what activities generate the 

most results and give them your appropriate attention. 

 

 

 

The key point is that each unit of work (or time)  
doesn’t contribute the same amount. 
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Time ManagementTime ManagementTime ManagementTime Management    

Time management is really life management, personal management. It is really taking 

control over the sequence of events. Time management is control over what you do next. 

And you are always free to choose the task that you will do next. Your ability to choose 

between the important and the unimportant is the key determinant of your success in life and 

work. Effective, productive people discipline themselves to start on the most important task 

that is before them. They force themselves to eat that frog, whatever it is. As a result, they 

accomplish vastly more than the average person and are much happier as a result.  

Working DefinitionWorking DefinitionWorking DefinitionWorking Definition: The process of planning and exercising conscious control of time spent 

on specific activities, especially to increase effectiveness, efficiency or productivity. 

 

Mind Map of Time ManagementMind Map of Time ManagementMind Map of Time ManagementMind Map of Time Management 

Time the Most Important ResourceTime the Most Important ResourceTime the Most Important ResourceTime the Most Important Resource    

Time is the most precious resource for human beings, one can never stop or reuse time. 

Why we need time management is to save time by doing things faster and as early as 

possible.  
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There has to be a reflection on a person’s own strengths, weaknesses, comfort zones, 

habits, practices in order to understand your peak times, productive zones.  

The goal would be making the most of the highly productive times to get the most critical 

things that are suited for that time slot to be done.  

Self motivation is necessary to practices and change in the behavior not to use time but to 

invest time effectively and efficiently. 

Setting goals was an important aspect to internally motivate yourself and keep relentlessly 

forging ahead.  Goal setting is a key to gather momentum for productivity.  

Ensure to plan to make sure that you work SMART instead of working hard.  

 

Common Time WastersCommon Time WastersCommon Time WastersCommon Time Wasters    

Time is there to achieve goals in your business/job, serve your for family, improve your 

professional worth, serve the community, improve health, rest and relax, spirituality and 

hobbies and joy. But we never notice that there are lots of time wasters, keeps eating up our 

time. Be honest and evaluate your daily activities and measure the actual time wasters in 

your life. Use day format with 24 hours in a day or in a full week with 168 hours. 

 

Daily Activities Time 

Spent 

Time 

Wasted 

1.    

2.    

3.    

4.    

5.    

6.    

7.    

8.    

9.    



 

RE 

 

10.  

 

Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)

Eisenhower’s strategy for taking action and organizing your tasks is simple. Using the 

decision matrix below, you will separate your actions based on four possibilities.

 

1. Urgent and important (tasks you will do immediately).

2. Important, but not urgent (tasks you will schedule to do later).

3. Urgent, but not important (tasks you will delegate to someone else).

4. Neither urgent nor important (tasks that you will eliminate).

 

The MatrixThe MatrixThe MatrixThe Matrix    

 

 

 

 

 

 

 

 

 

 

We react to urgent matters. We spend our time doing things that are not important. That 

means that we neglect Quadrant II(DECIDE), which is the actually most crucial of them all.

Business Start
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Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)Eisenhower Matrix (Urgent/Important Matrix)    

Eisenhower’s strategy for taking action and organizing your tasks is simple. Using the 

ill separate your actions based on four possibilities.

Urgent and important (tasks you will do immediately). 

Important, but not urgent (tasks you will schedule to do later). 

Urgent, but not important (tasks you will delegate to someone else).

nt nor important (tasks that you will eliminate). 

We react to urgent matters. We spend our time doing things that are not important. That 

means that we neglect Quadrant II(DECIDE), which is the actually most crucial of them all.
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Eisenhower’s strategy for taking action and organizing your tasks is simple. Using the 

ill separate your actions based on four possibilities. 

Urgent, but not important (tasks you will delegate to someone else). 

We react to urgent matters. We spend our time doing things that are not important. That 

means that we neglect Quadrant II(DECIDE), which is the actually most crucial of them all. 
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If we focus on Quadrant I (DO) and spend our time managing crises and problems, it keeps 

getting bigger and bigger until it consumes us. These leads to stress, burnout, and 

constantly putting out fires. 

If we focus on Quadrant III(DELEGATE), we spend most of our time reacting to matters that 

seem urgent, when the reality is their perceived urgency is based on the priorities and 

expectations of others. This leads to short-term focus, feeling out of control, and shallow or 

broken relationships. 

If we focus on Quadrant IV (DELETE), we are basically leading an irresponsible life. This 

often leads to getting fired from jobs and being highly dependent on others. 

Quadrant II (DECIDE) is at the heart of effective personal management. It deals with things 

like building relationships, long-term planning, exercising, preparation -- all things we know 

we need to do but somehow seldom get around to actually doing, because they don’t feel 

urgent. 

In order to focus our time in Quadrant II(DECIDE), we have to learn how to say “no” to other 

activities, sometimes ones that seem urgent. We also need to be able to delegate effectively. 

Plus, when we focus on Quadrant II, it means we’re thinking ahead, working on the roots, 

and preventing crises from happening in the 

first place! This helps us implement 

the Pareto Principle -- 80% of your results 

come from 20% of your time. We should 

always maintain a primary focus on 

relationships and results, and a secondary 

focus on time. 

Eisenhower Matrix is particularly useful 

because it pushes us to question whether 

an action is really necessary, which means 

we are more likely to move tasks to the 

“Delete” quadrant rather than mindlessly 
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repeating them. And, if you simply eliminated all of the things you waste time on each day 

then you probably wouldn't need any tips on how to be more productive at the things that 

matter. 

It can be hard to eliminate time wasting activities if you aren’t sure what you are working 

toward. In my experience, there are two questions that can help clarify the entire process 

behind the Eisenhower Box. 

Those two questions are… 

• What am I working toward? 

• What are the core values that drive my life? 

 

Answering these questions will help clarify the categories for certain tasks. Deciding which 

tasks to do and which tasks to delete becomes much easier when you are clear about what 

is important to you. 

 

 

    

    

    

Personal Productivity Personal Productivity Personal Productivity Personal Productivity ----    How Well Organized Are You?How Well Organized Are You?How Well Organized Are You?How Well Organized Are You?    

Answer the following questions to measure how organized you are? 

  oftenoftenoftenoften    sometimessometimessometimessometimes    nevernevernevernever    

1 Do you write a ‘To Do’ list at the 

start of each day?  

   

2 Do you know which items you 

must do during the day?  

   

3 Do you make sure that you finish 

the urgent items on your ‘To Do’ 

list before moving on to other 

items?  

   

4 Do you use your best work times    

Time Management is really a misnomer – the challenge is not to manage time, 
but to manage ourselves.  

The key is not to prioritize what’s on your schedule, but to schedule your 
priorities – Stephen Covey 
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to tackle major tasks?  

5 Do you get to meetings on time?     

6 Can you easily find items in your 

files?  

   

7 Do you meet deadlines with time 

to spare?  

   

8 Do you ever say ‘No’ when 

asked to do something? 

   

9 Are you able to delegate tasks to 

your colleagues rather than 

doing them yourself?  

   

10 When you really want something, 

are you able to make good case 

to others for it?  

   

11 Do you check with colleagues on 

how they are managing their 

time?  

   

12 Are you able to handle these 

staff who are long-winded and 

likely to waste your time?  

   

13 Do you arrange to have some 

quiet time during which you can 

work undisturbed every day?  

   

14 Have you been able to match 

your daily work with your medium 

and long- term aims?  

   

15 Do you spend time planning what 

you will be doing in your career 

in five years’ time?  

   

16 Do you see crises on the horizon 

and get to them before they 

explode?  

   

17 Does your work team meet to set 

medium and long-term goals?  

   

18 Do you make work and personal 

objectives that keep up to date? 
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19 Do you celebrate when you 

complete a task?  

   

20 Are you calm and rational in the 

face of pressures?  

   

21 Do you let colleagues know how 

you are feeling about things at 

work?  

   

22 Can you relax during your leisure 

time without worrying about 

school/college?  

   

23 Do you feel happy about the way 

you are using your time?  

   

24 When work planning gets difficult 

does your heart sink?  

   

25 Are you infuriated when you or 

your colleagues are unable to 

complete a project on time? 

   

    

SCORING SCORING SCORING SCORING     

The Overall score from the questionnaire will indicate broadly how well you are managing 

your time and specific questions will prompt you to think about particular ways of organising 

yourself. 

• For each OFTEN score give 2 

• For each SOMETIMES score give 1 

• For each NEVER score give 0 

 

TOTAL SCORE COMMENTS  

0-10  Time management is a major area for concern for you. Use your mentor, a 

supportive colleague and the time management materials in this manual to 

give you help as quickly as possible. Adopt the basis of good time 

management and build from there.  
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11-25  You are probably under-achieving with this level of control over your time. 

You may be getting through your work but you know that you could be doing 

more. Identify your strengths and build on these, to become more effective in 

your work.  

26-40  Your score suggests that you are handling your time reasonably well. Look at 

the questionnaire and the notes below to identify those areas in which you 

could improve. Working on these will make a significant difference to your 

performance.  

40-50  You are managing your time competently and likely to be achieving well in 

work. There may be a few gaps in your handling of time but the message is 

basically that you could look at other skills for your development. 

Mind MappingMind MappingMind MappingMind Mapping    

Mind Mapping is a method of capturing information invented by Tony Buzan. It is proven to 

boost your productivity, creativity and memory. Mind mapping is used as a technique to 

consolidate ideas created through individual brainstorming sessions into a single map to 

reflect commonality and differences in understanding and to generate new ideas. In the 

examples given below we see the commonality is requirements and requirements category 

and different specific requirements are grouped. This helps to think the team to further add 

to these categories.  

This versatile technique is already used by over 250 million people worldwide for a variety of 

tasks including brainstorming, identifying new opportunities, organising, managing projects, 

teaching, studying, communicating information and much more… 
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A Mind Map is a visual thinking tool that can be applied to all cognitive functions, especially 

memory, learning, creativity and analysis. Mind Mapping is a process that involves a distinct 

combination of imagery, colour and visual-spatial arrangement. The technique maps out 

your thoughts using keywords that trigger associations in the brain to spark further ideas. 

 

Step 1Step 1Step 1Step 1        ----    Create a Central IdeaCreate a Central IdeaCreate a Central IdeaCreate a Central Idea    

• The central idea is the starting point of your Mind Map and represents the topic you 

are going to explore. 

• Your central idea should be in the centre of your page and should include an image 

that represents the Mind Map’s topic. This draws attention and triggers associations, 

as our brains respond better to visual stimuli. 

• Taking the time to personalise your central idea, whether it’s hand drawn or on the 

computer, will strengthen the connection you have with the content in your Mind Map 

 

Step 2 Step 2 Step 2 Step 2 ----    Add branches to your mapAdd branches to your mapAdd branches to your mapAdd branches to your map    
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• The next step to get your creative juices flowing is to add branches. The main 

branches which flow from the central image are the key themes. You can explore 

each theme or main branch in greater depth by adding child branches. 

• The beauty of the Mind Map is that you can continually add new branches and you’re 

not restricted to just a few options. Remember, the structure of your Mind Map will 

come naturally as you add more ideas and your brain freely draws new associations 

from the different concepts 

 

    

Step 3 Step 3 Step 3 Step 3 ----    Add keywordsAdd keywordsAdd keywordsAdd keywords    

    

• When you add a branch to your Mind Map, you will need to include a key idea. An 

important principle of Mind Mapping is using one word per branch. Keeping to one 

word sparks off a greater number of associations compared to using multiple words 

or phrases. 

• For example, if you include ‘Birthday Party’ on a branch, you are restricted to just 

aspects of the party. However, if you simply use the keyword ‘Birthday’, you can 
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radiate out and explore the keyword, party, but also a wide variety of different 

keywords such as presents, cake etc. 

• One word per branch also works well for chunking information into core topics and 

themes. The use of keywords triggers connections in your brain and allows you to 

remember a larger quantity of information. This is supported by Farrand, Hussain and 

Hennessy (2002) who found that medical students who adopted Mind Mapping 

experienced a 10% increase in their long-term memory of factual information. 

 

Step 4 Step 4 Step 4 Step 4 ----    Colour code your branchesColour code your branchesColour code your branchesColour code your branches    

 

• Mind Mapping encourages whole brain thinking as it brings together a wide range of 

cortical skills from logical and numerical to creative and special. 

• The overlap of such skills makes your brain more synergetic and maintains your 

brain’s optimal working level. Keeping these cortical skills isolated from one another 

does not help brain development which the Mind Map seeks to do. 

• One example of whole brain thinking is colour coding your Mind Maps. Colour coding 

links the visual with the logical and helps your brain to create mental shortcuts. The 

code allows you to categorise, highlight, analyse information and identify more 

connections which would not have previously been discovered. 
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• Colours also make images more appealing and engaging compared to plain, 

monochromatic images 

    

Step 5 Step 5 Step 5 Step 5 ----    Include imagesInclude imagesInclude imagesInclude images    

• Images have the power to convey much more information than a word, sentence or 

even an essay. They are processed instantly by the brain and act as visual stimuli to 

recall information. Better yet, images are a universal language which can overcome 

any language barrier. 

• We are intrinsically taught to process images from a young age. According to 

Margulies (1991), before children learn a language, they visualise pictures in their 

minds which are linked to concepts. For this reason, Mind Maps maximize the 

powerful potential of imagery. 

 

The story of Ivy LeeThe story of Ivy LeeThe story of Ivy LeeThe story of Ivy Lee    
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By 1918, Charles M. Schwab was one of the richest men in the world. Schwab was the 

president of the Bethlehem Steel Corporation, the largest shipbuilder and the second-largest 

steel producer in America at the time. The famous inventor Thomas Edison once referred to 

Schwab as the “master hustler.” He was constantly seeking an edge over the competition.  

One day, in his quest to increase the efficiency of his team and discover better ways to get 

things done, Schwab arranged a meeting with a highly-respected productivity consultant 

named Ivy Lee. Lee was a successful businessman in his own right and is widely 

remembered as a pioneer in the field of public relations. As the story goes, Schwab brought 

Lee into his office and said, “Show me a way to get more things done.” 

“Give me 15 minutes with each of your executives,” Lee replied.“How much will it cost me,” 

Schwab asked.“Nothing,” Lee said. “Unless it works. After three months, you can send me a 

check for whatever you feel it's worth to you.” During his 15 minutes with each executive, Ivy 

Lee explained his simple daily routine for achieving peak productivity: At the end of each 

work day, write down the six most important things you need to accomplish tomorrow. Do 

not write down more than six tasks. Prioritize those six items in order of their true 

importance. When you arrive tomorrow, concentrate only on the first task. Work until the first 

task is finished before moving on to the second task. Approach the rest of your list in the 

same fashion. At the end of the day, move any unfinished items to a new list of six tasks for 

the following day. Repeat this process every working day. 

The strategy sounded simple, but Schwab and his executive team at Bethlehem Steel gave 

it a try. After three months, Schwab was so delighted with the progress his company had 

made that he called Lee into his office and wrote him a check for $25,000 (in 1918). 
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“There is only on“There is only on“There is only on“There is only one boss, and e boss, and e boss, and e boss, and 

whether a person shines shoes for whether a person shines shoes for whether a person shines shoes for whether a person shines shoes for 

a living ora living ora living ora living or    

    heads up the biggest corporation heads up the biggest corporation heads up the biggest corporation heads up the biggest corporation 

in the world, the boss remains the in the world, the boss remains the in the world, the boss remains the in the world, the boss remains the 

same. It is the customer! same. It is the customer! same. It is the customer! same. It is the customer!     

The customer is the person who The customer is the person who The customer is the person who The customer is the person who 

pays everyone’s salary pays everyone’s salary pays everyone’s salary pays everyone’s salary     

and who decides whether a and who decides whether a and who decides whether a and who decides whether a 

business is going to business is going to business is going to business is going to succeed or succeed or succeed or succeed or 

fail. fail. fail. fail.     

In fact, the customer can fire In fact, the customer can fire In fact, the customer can fire In fact, the customer can fire 

everybody in the company everybody in the company everybody in the company everybody in the company     

from the chairman (CEO) on down, from the chairman (CEO) on down, from the chairman (CEO) on down, from the chairman (CEO) on down,     

and he can do it simply by and he can do it simply by and he can do it simply by and he can do it simply by 

IntroductionIntroductionIntroductionIntroduction    

The person on the receiving end of your company’s product and service is often referred to 

as “customer,” “guest,” “client,” “tourist,” and “visitor.” One thing is certain; these people are 

looking for a quality experience from the beginning. In fact, they are expecting it! If their 

expectations are not met, they become disappointed and often take their business 

elsewhere. So we can clearly see that quality does have value 

Quality is a process. There are performance standards that must be in place. These must be 

communicated and implemented at all levels in the establishment. They require leadership 

from the manager or owner. These customer service standards need to be monitored, 

reviewed, and updated regularly. Customer expectation must be recognized and acted upon. 

Ask yourself if your definition of quality is the same as what the customer expects. Our 

customers are educated, perceptive and demanding. When they make a reservation, order a 

meal, book a guided trip, or check into a room, they have certain expectations. You must 

identify whether you are falling short, meeting or exceeding their expectation of quality. 

    

What does Customer Service Mean?What does Customer Service Mean?What does Customer Service Mean?What does Customer Service Mean?    

Customer service means providing a quality product 

or service that satisfies the needs/wants of a 

customer and keeps them coming back. Good 

customer service means much more – it means 

continued success, increased profits, higher job 

satisfaction, improved company or organization 

morale, better teamwork, and market expansion of 

services/products. Think about it places where you 

enjoy doing business – stores, petrol stations, 

suppliers, banks, etc. Why, aside from the actual 

product or service they provide, do you like doing 

business with them? You probably find them 

courteous, timely, friendly, flexible, interested, and a 
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series of other exemplary qualities. They not only satisfy your needs and help you in your 

endeavours but make you feel positive and satisfied. You come to rely on their level of 

service to meet your needs and wants. 

Customer service has to be a team effort and not just the responsibility of employees who 

deal with the public directly. 

Providing good customer service is a vital part of managing a business. Most customers 

have the option to go elsewhere if the quality of customer service is lacking. On the other 

hand, good customer service is a source of competitive advantage. 

Good customer service leads to customer satisfaction. Satisfied customers are more loyal 

and profitable. Dissatisfied customers take their money elsewhere – and tell their friends 

about the poor service they have received. Customer service is a cliché used around all 

business and often people feel that they do no what to 

do, but a quick interaction with these businesses will 

show us the remarkable distance between serving 

customers and true customer satisfaction.  Customer 

loyalty is often taken for granted, pricing seems to be the 

majority idea we have to attract a customer (a terrible one 

at that) in the SME sector. Small business staff are rarely trained in customer service, and 

customer service is left to be decided based on each individual personality, character, 

temperament, principles and ideas. Rarely do small businesses focus on intentional 

customer care that results in exceeding customer satisfaction resulting in true brand and 

product/service loyalty.  

The goal of customer care and customer service is to ensure customer satisfaction. 

Customer care is not the goal, it is a means to the goal. That is why it is important for every 

business to identify whether your customer is satisfied or not, it is not about who well 

rounded and perfect your customer service programme is. it is about customer satisfaction. 

You need to listen to your customers actively and consistently since the demands are 

constantly changing, processes and practices are changing, technology is swiftly moving 

and the customer is evolving through age, knowledge, status, spending capacity and 

preferences even country economies are not stagnant. So, when everything is changing 

around, you need to listen to your evolving customer and cater to him accordingly. It pays to 
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Customer Service: Is an ATTITUDE not a Department 

please - We like companies that treat us well, and some people will even pay more to obtain 

this. Initiative is the difference between adequate customer service and customer service 

that wins you a customer for life. Everyday examples of simple customer service: 

• Taxi driver who opens the door for you or waits at night for you to safely get into 

your destination. 

• Computer technician who does computer work and then calls back a week later to 

make sure your IT is functioning well. 

• The petrol station attendant who washes your window or checks your oil. 

• Supermarket assistant who gladly helps you select or identify products and 

apologizes for any “brown outs” or “black outs.” 

 

 

None of these customer service people had to make this extra effort or go to this trouble. 

These “goodwill initiatives” are beyond the call of duty and make the customer beyond 

satisfied. They make the customer remember the transaction or occasion. 

 

Here are some recent statistics that prove the pointHere are some recent statistics that prove the pointHere are some recent statistics that prove the pointHere are some recent statistics that prove the point    

• People spend up to 10 percent more for the same product with better service 

• When people receive good service, on average, they tell 10-12 people 

• When people receive poor service, on average, they tell up to 20 people 

• There is an 80 percent chance that customers will repurchase from a company if their 

complaint is handled quickly and pleasantly 

• If the service is really poor, 90 percent of customers won’t come back 

 

 

    

    

Customer Journey: 
The complete sum of experiences that customers go through as they 

interact with a company/brand across multiple touch points over time 
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Benefits of quality customer serviceBenefits of quality customer serviceBenefits of quality customer serviceBenefits of quality customer service    

• Higher income (more sales, repeat business, referred business) 

• Recognition 

• Personal satisfaction & fulfilment 

• Less stress 

• Higher self-awareness and self-control 

• Greater authenticity 

• Happier life at work 

• Happier life outside work 

• Organizations 

• More repeat business 

• More referred business 

• Fewer returns 

• Better reputation 

• Higher morale, happier employees 

• Lower employee turnover 

• Fewer complaints 

• Higher productivity 

• Better work environment 

• Higher inventory turnover 

• Higher profits 

 

Simple mistakes in Customer ServiceSimple mistakes in Customer ServiceSimple mistakes in Customer ServiceSimple mistakes in Customer Service    

Every day customer service representatives face situations when what they say makes or 

breaks a service interaction. Below are ten phrases that should never be used because they 

frustrate and anger customers. 

• “No.” 

• “I don’t know.” 

• “That’s not my job./That’s not my department.” 

• “You are right – that is bad” 

• “Calm down.” 
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• “I’m busy right now.”  

• “Call me back.” 

• “That’s not my fault.” 

• “You need to talk to my supervisor.” 

NoNoNoNo: Everyone hates the word “no”. It is de -motivating, discouraging, and disinteresting. You 

will hear this word throughout your life as a customer and as a service provider. “No” is 

tantamount to “bad service.” “No” is easy, cheap, unproductive and negative – it means 

failure. Unfortunately, “no” is the word we most often hear when a new idea, request or 

concept is introduced. Admittedly, there are times when you will have to say “no,” but focus 

on what you can do for the customer (accentuate the positive) and not the negatives of the 

situation. Better to say “What I can do is…” and demonstrate that you care and want to 

provide quality service despite your current limitations. 

 

I dI dI dI don’t knowon’t knowon’t knowon’t know: Good service means never saying, “I don’t know.” When a customer hears “I 

don’t know,” they hear, “I don’t feel like finding the information you need.” Better to say, “I’ll 

find out” or “Let me look into this and get back to you ASAP.”  

 

That’s That’s That’s That’s not my job/That’s not my departmentnot my job/That’s not my departmentnot my job/That’s not my departmentnot my job/That’s not my department: When a customer asks you to do something 

that you do not know how to do or do not have the authority to do, become a catalyst by 

leading the customer to the person or department who can help him/her solve the  problem. 

Better to say, “Let me transfer to the person who ca n immediately help you will this 

problem.” 

 

You’re right You’re right You’re right You’re right ––––    that is bad:that is bad:that is bad:that is bad: Many inexperienced customer service representatives think by 

sympathizing with the customer’s plight, he/she will win over the customer rather than 

actually doing something to solve the customer’s problem. If a customer expresses 

annoyance or frustration, do not make it worse by commiserating with him/her. Empathize 

with the customer but seek to solve the problem. Likewise, it does not do your company or 

organization any good to criticize co-workers or other departments within the company or to 

the customers. All interested parties end up looking unprofessional and inept. Rather try your 
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best to accommodate the customer. Do not promise anything you cannot deliver but do try to 

serve the customer well. Better to say, “I understand your frustration, let’s see how we can 

solve this problem.” 

 

Calm down:Calm down:Calm down:Calm down: When customers are upset or angry let them vent (within reason) and they will 

eventually calm down. Telling them to “calm down” is belittling, and often serves only to 

infuriate them further. Better to say, “I’m sorry.” This is one of the ideal phrases for customer 

service – it helps to placate the angriest of customers and allows you to begin the process of 

solving a customer complaint or request and “meet him/her half way.” Apologizing does not 

mean you agree with the customer but it is a means to empathize and move beyond the 

emotion of the moment and negative impact.  

 

I’m busy right nowI’m busy right nowI’m busy right nowI’m busy right now: It is not easy to juggle customers. You are often helping one customer 

when another calls or visits your service area. Asking a customer to be patient or politely 

asking them to wait is very different than putting them off and saying you are too busy to 

help. Leaving them standing there or on hold are two of the mortal sins of customer  service.  

“Being too busy” is tantamount to saying that you do not care and they are not important. Let 

the customer know they are important and you are aware of their presence. Better to say, “I’ll 

be with you in one moment” or “Please hold and I’ll be right with you.” 

 

Call me back:Call me back:Call me back:Call me back: This expression conveys little interest on the part of the customer relation’s 

employee for the needs and wants of the customer. You should always call the customer 

back because you want their business and are responsive to their requests. Being proactive 

is part of good customer service. 

 

That’s not my fault:That’s not my fault:That’s not my fault:That’s not my fault: If an angry customer accuses you of creating a problem, rightly or 

wrongly, the natural reaction is to defend oneself. However, this is not the best course of 

action. The customer has a problem that needs to be solved. By resisting the need to defend 

yourself, and focusing on the needs of the customer, you can resolve the problem faster and 
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with less stress and confrontation. Better to say, “Let’s see what we can do about this 

problem.” 

 

You Need to Talk to My Supervisor:You Need to Talk to My Supervisor:You Need to Talk to My Supervisor:You Need to Talk to My Supervisor: This cliché of bad customer service has angered and 

frustrated customers decades. Customers often ask for things outside the scope of your 

work or authority – maybe even outside the services/products provided by your company. 

While passing off these requests to your manager is a tempting option, it is better if you 

attempt to solve the problem yourself or directly go to the supervisor yourself and get a 

solution. You become a service hero for the customer and the supervisor. Better to say, “Let 

me find that out for you.” 

 

 

 

Case Study Case Study Case Study Case Study –    What Is Customer Care?What Is Customer Care?What Is Customer Care?What Is Customer Care?    

I had just moved to a new apartment and dropped in for the first time at a 

nearby mall hoping to buy a box of razor blades. 

I did not know where the blades were located. None of the well-dressed sales 

people offered me help. I hesitated to ask the sales people for help because I 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 220 

was dressed poorly. I was embarrassed and felt as if all the sales people 

were watching me. After searching the shelves, I finally found the blades. 

I wanted to shop some more but the looks from the sales people made me go 

to straight to the cashier and quickly leave the mall. The cashier ignored me 

as I paid. I only spent 500 Rs. I don’t know what other products the mall has. I 

will never go there again. 

When I arrived back at my apartment building, Nimal, the owner of the 

supermarket on the ground floor, waved to me as if we were old friends 

He said ‘You have just moved in, so you do not know much about my market. 

It is rather small, but it has everything. Is there anything you need?’  

I bought several products from him that I probably would have gotten at the 

mall. I spent 3,000 Rs at his shop. Nimal quickly and carefully packaged my 

items. He smiled and said “If you ever need something I don’t have, let me 

know. I will get it for you at a fair price.” 

Which is better? The mall or Nimal’s market? Why? 

 

Activity - Lifetime Value of a Customer     (ask(ask(ask(ask    particpants to write or give the particpants to write or give the particpants to write or give the particpants to write or give the 

answers to the folling questions. answers to the folling questions. answers to the folling questions. answers to the folling questions. ----The answers are given below)The answers are given below)The answers are given below)The answers are given below)    

    

Jayanath is a loyal customer of “Big Deal” supermarket, and he shops at the market once 

each week. On average, he spends 2,500.00 Rs each time he visits the market. 

 

 

1. Calculate the annual income Jayanath contributes to Big Deal, assuming that his 

shopping habits remain constant through the year.  

 

2. If Jayanath continues to purchase goods from Big Deal at the same rate for the next ten 

years, how much income would Big Deal expect to generate from him in this timeframe? 
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Lifetime Value of a Customer Lifetime Value of a Customer Lifetime Value of a Customer Lifetime Value of a Customer ––––    Answer KeyAnswer KeyAnswer KeyAnswer Key    

    

Jayanath is a loyal customer of “Big Deal” supermarket, and he shops at the market once 

each week. On average, he spends 2,500.00 Rs each time he visits the market. 

 

 

1. Calculate the annual income Jayanath contributes to Big Deal, assuming that his 

shopping habits remain constant throughout the year.  

 

2,500 Rs  x  52 weeks = 130,000 Rs 

 

 

2. If Jayanath continues to purchase goods from Big Deal at the same rate for the next ten 

years, how much income would Big Deal expect to generate from him in this timeframe? 

 

130,000 Rs  x  10 years = 1,300,000 Rs 
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Customer Service QualitiesCustomer Service QualitiesCustomer Service QualitiesCustomer Service Qualities    

Listen to Your CustomersListen to Your CustomersListen to Your CustomersListen to Your Customers    

Another important aspect to do is to listen to what the customer is saying. If people do not 

understand what is motivating the customer, they will not be successful in handling them. Do 

research on customers, their habits, and what they want and expect. Most customer service 

is defined by how a company or organization treats “external customers,” but there is  

 

“internal customer service” as well. While this manual mainly addresses “external 

customers,” expanding your definition of customer service to include coworkerswill lead 

toward even greater success. Remember, the internal customer chain is just like the 

external, we are all customers both inside and outside the company or organization. As a 

Wall Street Journal article succinctly put it, “Poorly Treated Employees Treat Customers Just 

as Poorly.” 

    

DevDevDevDevelop a Customer Friendly Approachelop a Customer Friendly Approachelop a Customer Friendly Approachelop a Customer Friendly Approach    

One commonality among all companies or organizations that provide good service is the 

development of a system and attitude promoting customer friendly service. By “customer 

friendly” we mean viewing the customer as the most important part of your job. The cliché, 
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“The customer is always right” is derived from this customer friendly environment. Two 

critical qualities to the “Customer Friendly Approach”: 

• Communications 

• Relationships 

 

The two main tasks of successful customer relations are to communicate and develop 

relationships. They don’t take a huge effort, but don’t happen instantaneously either. Positive 

dialogue/communication with your customers and developing ongoing relationships with your 

customers are perhaps the two most important qualities to strive for in customer service. 

Customer Service = Accountability + Delivery 

 

Professional Qualities Professional Qualities Professional Qualities Professional Qualities ----Professionals who constantly deal with customers (inside and outside 

the company) need to strive for certain qualities to help them answer customer needs. The 

professional qualities of customer service to be emphasized always relate to what the 

customer wants. After years of polling and market research, it turns out customers are 

constantly internalizing their customer service experience. What this means is they are 

grading your customer service during each transaction but you rarely know it. While there 

are a multitude of customer needs, six basics needs stand out: 

• Friendliness – the most basic and associated with courtesy and politeness. 

• Empathy – the customer needs to know that the service provider appreciates their 

• wants and circumstances. 

• Fairness – the customer wants to feel they receive adequate attention and 

reasonable 

• answers. 

• Control – the customer wants to feel his/her wants and input has influence on the 

• outcome. 

• Information – customers want to know about products and services but in a pertinent 

and time-sensitive manner. 

•  
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It is also very important for customer service employees to have information about their 

product or service. Service providers who answer, “I don’t know” or “It is not my department” 

are automatically demeaned and demoted in the mind of the customer. These employees 

can end up feeling hostile as well as unequipped. Customers want information, and they 

disrespect and distrust the person who is supposed to have information but does not.  

 

Good Information is Often Good ServiceGood Information is Often Good ServiceGood Information is Often Good ServiceGood Information is Often Good Service    

Employees need to be empowered to satisfy customers. Employees will give bad service to 

customers if they themselves receive bad service and little feedback from their managers 

and supervisors. Remember: external customer service starts with internal. 

    

Communicating with the Unsatisfied CustomerCommunicating with the Unsatisfied CustomerCommunicating with the Unsatisfied CustomerCommunicating with the Unsatisfied Customer    

How many times have you as a customer run into the problem of excuses. There is a 

problem and the sales person, technician or customer service representative is making lame 

excuses, namely: 

• It is the fault of the computer. 

• It is the fault of the other sales clerk. 

• It is the fault of the chief of the department. 

• It is the fault of the system. 

• It is the fault of the Government. 

• It is just the way it is. 

Sometimes it feels as if nothing is anybody’s fault or is in anybody’s department. This is poor 

customer service. Good customer service means accountability, responsibility and taking 

action to satisfy the customer. Having discussed the importance of knowing how the 

customer feels and WHAT NOT TOSAY, let’s address the notion of how to communicate 

with an unsatisfied customer. 

If your customer is unsatisfied (for just or unjust reasons), you will have to use some of the 

many techniques of the customer service professional to win their support and continued 

loyalty. When coming into contact with a customer, communicating with him/her, or 
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analyzing problems, do not forget to use the following methods or qualities of the  customer 

service professional: 

ListenListenListenListen: It is of primary importance when dealing with an unsatisfied or complaining customer 

to listen attentively to his/her complaint, gripe, frustration or grievance. Be patient, attentive, 

and friendly. 

Express you are sorry:Express you are sorry:Express you are sorry:Express you are sorry:    

‘We are sorry for this mistake/problem.” 

“We are terribly sorry for this inconvenience.” 

“How can we work to solve this problem together?” 

“I can imagine how frustrated you are.” 

Do not argue and do not interrupt:Do not argue and do not interrupt:Do not argue and do not interrupt:Do not argue and do not interrupt: This will only worsen the situation, especially if the 

customer is angry. Let him speak before you try to discuss with him what has happened. 

Do not lose your selfDo not lose your selfDo not lose your selfDo not lose your self----control:control:control:control: If you stay relaxed, customers will calm down. 

Point out facts:Point out facts:Point out facts:Point out facts: Listen carefully – and write everything down. Do not make any comments 

until the customer is finished talking. 

Admit the problem:Admit the problem:Admit the problem:Admit the problem: If you can suggest a solution, do it. If not tell the customer what actions 

you will take and what actions will follow. Never make the mistake of promising something 

you are not able to do. 

Involve the customer in problem solving:Involve the customer in problem solving:Involve the customer in problem solving:Involve the customer in problem solving: Suggest the customer alternative solutions, if they 

exist. Customers appreciate the opportunity to choose the ways of problem solving.  

FollowFollowFollowFollow----up:up:up:up: Make sure that the promised measures are taken. If you do not fulfil what was 

promised and ignore the customer’s complaint, the problem will grow. Next time it will be 

more difficult to solve. 

Give the customer a “way back”: Give the customer a “way back”: Give the customer a “way back”: Give the customer a “way back”: Sometimes customers are wrong. You should let them 

leave with dignity, without feeling embarrassed. 
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Do not question the customer’s correctness:Do not question the customer’s correctness:Do not question the customer’s correctness:Do not question the customer’s correctness: From the very beginning you should believe 

that the customer may be right. Always be open minded toward the customer’s opinion, 

make them feel they deserve to be listened to. 

SolvingSolvingSolvingSolving    the Customer’s Problemsthe Customer’s Problemsthe Customer’s Problemsthe Customer’s Problems    

When you listen to the customer’s complaint you take responsibility to solve the problem. 

• Listen without interruption and with full attention. 

• Behave without aggression, and without arguing. 

• Do not extend excuses for the problem, and thank the customer for drawing their 

o attention to it and helping solve it. 

• Express sympathy and full understanding. 

• Customer service problem solving involves: 

• Ask necessary questions to get more complete information and completed picture of 

a 

• situation 

• Find out exactly what the customer needs you to do for them 

• Explain first what you can do, and then gently add what you cannot do 

• Discuss in detail all opinions, and then decide what needs to be done 

• Undertake immediately what was discussed 

• Check the result to make sure the customer is completely satisfied 

• Follow -Up with the Customer 

 

Activity – How many customers is one customer....    

 A simple but powerful exercise that you could do in a class room setting. The idea is that 

when I enter a store I am not just one customer I am a customer that is interconnected to a 

chain of people with buying power, I am easily more than one. The exercise details are given 

below. 
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One is more than oneOne is more than oneOne is more than oneOne is more than one    

1. Tell participants that you are the owner of a supermarket and your sales have 

declined recently. 

2. Ask a volunteer to come forward and explain that he is your customer. 

3. Then ask the class: “How many customers are standing here with me?” The expected 

answer is “1”. 

4. Ask the volunteer how many family members, relatives, friends and neighbours he 

has.  

5. Ask the volunteer how many family members, friends, and neighbors those people 

have. 

6. Ask the class to keep the count until the total number of people reachers 100. 

7. Ask the class, how many people could potentially find out about one customer’s 

shopping experience? 

• When it comes to customer care, one is not equal to one. 

• One person can be a network of people.  

• Every customer possesses his/her own network of people who share ideas, 

experiences and information. 

• So in effect one customer can be 100 or more 

 

Case study for discussionCase study for discussionCase study for discussionCase study for discussion    

Raj and Kumar are the owners of two well-known supermarkets. Raj has many customers 

who only shop at his store because they love his wide-variety of dairy and meat products. 

These customers are willing to pay high prices because of the variety of products at Raj’s 

store. Raj always tries to keep his customers satisfied by having the latest products 

available. 

Kumar has many different types of customers. They come to his store for a variety of 

reasons, including just buying basic items, such as milk and bread. Kumar treats all his 

customers well and does his best to serve them regardless of how difficult the work is or how 

much they spend at his store. 
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Whenever Raj gets a customer complaint, he assigns one of his employees to solve it. He 

often shouts at his staff in front of customers. In a similar situation, Kumar takes full 

responsibility and then asks his employees to investigate the situation.  

    

Questions for discussionQuestions for discussionQuestions for discussionQuestions for discussion    

In addition to their personalities (hot-tempered vs. composed), what are the behaviors of 

these two owners that influence their actions toward customers? 

Discuss in your group for 5 minutes and then choose a group representative to present your 

answers. 
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Activity – Customer service    

1) Print this page.  

2) Cut each statement separately.  

3) Fold them and put them in a small box for the Activity 1 – The importance of customers. 

a. Ask a participant to select one piece of paper from the box. 

b. Ask a participant to read the statement to the class. 

c. Ask other participants to give their opinion about the statement. 

d. Repeat the same procedure with different participants pulling a statement from 

the envelope until all statements have been read. 

Finally, sum up the participants’ opinions 

Customers decide the sustainability of a business. 

All businesses are established to satisfy their customers’ needs. 

Without customers, no business exists. 

Without you, the market is still operating. 

If there are one hundred sellers, there will be ten thousand buyers. 

It is not necessary to satisfy a customers' every demand. 

If I provide good products at a cheaper price, customers are bound to come to me. 

Customers need only low-priced products, good customer service is not important to 

them. 

You can mistreat customers if you have a special product not available elsewhere. 
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Customer care is important only for businesses that provide poor-quality products. 

 

Activity – responding to difficult customers 

ProcessProcessProcessProcess    1. Ask the participants to appoint one person to play the role of a ‘tough 

customer’ and invite that ‘tough customer’ to sit on a chair in front of the class. 

2. Divide the class into two groups. Ask each group to choose a representative. 

3. Explain to the groups that they must quickly find solutions and handle the 

challenges posed in a series of five customer situations that you will read from 

Teaching Material 3. 

a. Read the first situation aloud. 

b. The groups will each discuss a solution and then submit it to the 

trainer. 

c. The trainer will read the solutions to the ‘tough customer.’ 

d. The ‘tough customer’ will think carefully about the suggested 

solutions. If the tough customer accepts the solution, the 

representative from the group who submitted it will take one-step 

towards the customer. 

4. The activity continues until each of the situations has been discussed and 

resolved. The group whose representative gets the closest to the tough 

customer wins.  

5. NOTE: The solutions of the groups may not be identical to the answer key, 

but you need to ensure that the groups’ solutions are appropriate to each 

context,  
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Difficult situations when working with customers 

1.1.1.1. Customers want to change a product they bought, but they have used it and it is not in Customers want to change a product they bought, but they have used it and it is not in Customers want to change a product they bought, but they have used it and it is not in Customers want to change a product they bought, but they have used it and it is not in 

the same condition as when they bought it. Therefore, you have to say ‘no’.the same condition as when they bought it. Therefore, you have to say ‘no’.the same condition as when they bought it. Therefore, you have to say ‘no’.the same condition as when they bought it. Therefore, you have to say ‘no’.    

Answer Key: Give an excuse, if appropriate, and tell them what else you can do for them. 

Explain why you must refuse. 

2.2.2.2. Customers' requests are more than what the company pledges.Customers' requests are more than what the company pledges.Customers' requests are more than what the company pledges.Customers' requests are more than what the company pledges.    

Answer Key: Emphasize what the company pledges to do for customers.  

3.3.3.3. Customers show that they do not Customers show that they do not Customers show that they do not Customers show that they do not believe in your promise to solve their problem quickly.believe in your promise to solve their problem quickly.believe in your promise to solve their problem quickly.believe in your promise to solve their problem quickly.    

Answer Key: Provide them with references from other satisfied clients or ask your 

superiors to back your promise.  

4.4.4.4. Customers get angry irrationally.Customers get angry irrationally.Customers get angry irrationally.Customers get angry irrationally.    

Answer Key: Answer customers calmly and respect their emotions. 

5.5.5.5. Customers refuse to give you the necessary information.Customers refuse to give you the necessary information.Customers refuse to give you the necessary information.Customers refuse to give you the necessary information.    

Answer Key: Explain the reason why you need this information and ask them to 

reconsider. 

 

Useful tips for front end customer service staffUseful tips for front end customer service staffUseful tips for front end customer service staffUseful tips for front end customer service staff    

The following are good tips that help provide acceptable service levels in the area of 

telephone/voice mail and inquiry management. They pertain to any small business as well as 

home-based operations.    

First Impressions First Impressions First Impressions First Impressions ––––    You Only Get One You Only Get One You Only Get One You Only Get One     

Every salesperson in every business knows the importance of making a positive first 

impression. Sales people know their success and livelihood will depend on how  their 

potential customer perceives them in the first 30 seconds of interaction. Good salespeople 

develop an almost instantaneous rapport with potential customers. Customers like them, 

follow their advice and then buy their product. 

The reality is that we prefer doing business with those we like and trust. Impressions are the 

key to developing trust and confidence in the customer. As the old saying goes, “You will 
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never get a second chance to make a first impression.” This is why the first impression is 

extremely important and can set the tone for all future transactions. Here are some ways of 

creating positive impressions, some of which have already been discussed: 

• A genuine smileA genuine smileA genuine smileA genuine smile– there is nothing like a smile and pleasant face to greet a customer, 

especially if he/she has a complaint. A smile and polite conversation can immediately 

disarm a disgruntled customer. Facial expression sets a positive tone before you 

even begin speaking. A relaxed or pleasant facial expression is the ideal most of the 

time. 

 

• NeatnessNeatnessNeatnessNeatness - personal grooming has a big impact on your customers. Dirty hands, 

messy hair and poor dress can mean the loss of an otherwise happy customer. 

When interacting with customers, dress neatly and in a professional manner so as to 

command respect and to let customers know you take seriously your position. 

 

 

• Eye contactEye contactEye contactEye contact – always look into your customer’s eyes. Directly address customers. 

 

• Be attentiveBe attentiveBe attentiveBe attentive - when listening to a customer, slightly lean towards your customer and 

nod your head ever so slightly to indicate you are listening. 

 

 

• Tone of voiceTone of voiceTone of voiceTone of voice – always convey friendliness and amicability. Do not raise your voice in 

frustration or anger no matter how difficult or tiresome a customer may behave.  

 

• Personal spacePersonal spacePersonal spacePersonal space – this is the distance that feels comfortable between you and another 

person. If another person approaches you and invades your personal space, you 

automatically move back without thought. You are uncomfortable. Leave adequate 

distance between you and your customer. Adequate space is important to making 

customers feel secure and unthreatened. 
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• PosturePosturePosturePosture – slumping in a chair or leaning against a wall while interacting with a 

customer are sure signs you are not interested in the customer. Your pose or posture 

should express attention, friendliness, and openness. Lean forward, face the 

customer and nod to let them know you are interested. 

 

• ObservationObservationObservationObservation - notice how your customer behaves and what he/she reacts positively 

to while you are providing service 

 

 

• Offering immediate assistance 

• Friendliness 

• Using customer’s name in a conversation 

• Polite and courteous manners 

Here are some factors that create a negative impression: 

• Using your phone while talking to a customer  

• Making the customer wait 

• Not answering the phone promptly 

• Not saying “please” and/or “thank you” 

• Speaking loudly or condescendingly to customers or colleagues 

• Making faces, frowning, acting distant, not smiling 

• Looking dishevelled or like you do not care about your appearance 

• A poor handshake 

• Focusing on another task while addressing or servicing a customer. 

Remember, impressions stay with those you meet, especially customers, and once 

registered; negative impressions are difficult to overcome. 

Remember, the little, interpersonal actions noted above mean a great deal in the area of 

customer relations. They can change customer perceptions and ultimately affect the success 

of your customer relations efforts. 
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Conversations Over the TelephoneConversations Over the TelephoneConversations Over the TelephoneConversations Over the Telephone    

• It’s Not What You Say, It’s How You Say It 

The moment you pick up a telephone, body language and visual perceptions 

disappear and your tone of voice becomes dominant. Almost the entire message you 

project to the customer over the phone is derived from tone of voice and attitude. 

For example: 

• A flat tone of voice says to the customer, “I don’t like my job and would rather be 

elsewhere.” 

• Slow pitch and presentation say, “I am sad and lonely – do not bother me.” 

• A high pitch, rapid voice says, “I am enthusiastic and excited!’ 

• A loud voice says, “I’m angry and aggressive.” 

•  

Telephone EtiquetteTelephone EtiquetteTelephone EtiquetteTelephone Etiquette    

Telephone etiquette, unlike more varying body language, can be uniform and is not culturally 

based. The telephone is often the first or last place a customer comes in contact with an 

organization or company. Being telephone friendly is one of the least expensive and cost 

effective ways to deliver better customer service. 

    

Answering the TelephoneAnswering the TelephoneAnswering the TelephoneAnswering the Telephone    

How a company answers the phone can tell the whole story of how they treat customers and 

employees. The correct phrase said in the right order in a positive tone leaves a good 

impression and starts the customer-client relationship off on the right foot.  

• Pick up the phone in three rings. More than three rings signals chaos in your office or 

inattentiveness on the part of your company or organization. 

• Greet the caller, e.g. “hello”, “good morning”. Good manners shows you respect the 

caller. 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 236 

• Give your name, e.g., “Hi, my name is Kamal”. This is a courtesy that serves to 

personalize the customer service experience as well as allowing the customer to hold 

you accountable for your level of service. He/she now has a point of reference and 

someone to contact when he/she calls back. 

• Ask the customer if or how you can help. Asking to help tells the customer you are 

there to serve his/her needs and to solve his/her problems. This also leaves the 

customer with a positive impression. 

 

TroubleshootingTroubleshootingTroubleshootingTroubleshooting    

Some things which may upset a customer are simply unavoidable. Here are some tips on 

how to best handle these situations. 

• “Putting a Customer on Hold” - Ask the customer if you can put them on hold; wait for 

them to say “yes” or “no” and then explain it will only be for a short period of time. 

Explain to customers why you are putting them on hold. Thank customers for holding. 

• “Transferring a Call” - Ask the customer if they mind being transferred; wait for them 

to say “yes” or “no” and explain why they are being transferred and to whom. 

• “Taking a Message” - Explain your co-workers absence in a positive light but do not 

be too specific. Explain that your co-worker is in a meeting, conference, briefing, or 

training. Do not say he or she is gravely ill, is too hung over to come to work, never 

called in today, can’t be found, that you do not know where he or she is, or that he or 

she “was just here”. Give a reasonable estimate of when the co-worker will return. 

• Offer to help the caller, take a message or transfer to another staff member. 

    “Ending the Call” “Ending the Call” “Ending the Call” “Ending the Call”     

This is the final step in good telephone etiquette. A good customer service representative 

ends the call on a positive note, repeating any actions agreed to be taken and what is going 

to be done to help or serve the customer. 
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Respond to your business email quickly!Respond to your business email quickly!Respond to your business email quickly!Respond to your business email quickly!    

Answering your business email promptly should be a priority for all business. Not only is 

email an important communication line with your customers, it is often used by them to 

gauge that your trustworthy. If a customer sends you an e-mail with a simple question, and 

you take forever to answer it, what does that say about the rest of your operation?  

Business email should be answered within 24 hours max. No exceptions. At that rate, your 

doing a lot better than a lot of other businesses. If you really want your customer service to 

shine, you should consider answering your business email twice a day with a 12 hour 

interval. It is even better to check out your direct competition by sending them an e-mail as if 

you are a potential customer. Send them more than one on several days. Especially check 

out mondays, fridays and weekends. Track the time it's taking them to answer, and 

implement a procedure to beat them at the business email game. 

OK, I understand that for small businesses, resources are limited. But your stream of 

business email is most likely to be a lot less than for big guns. And if you check and answer 

e-mail regularly, numbers of e-mails to answer are usually very easy to handle. 

 

Twelve Keys to Developing Good Customer Service StandardsTwelve Keys to Developing Good Customer Service StandardsTwelve Keys to Developing Good Customer Service StandardsTwelve Keys to Developing Good Customer Service Standards    

1. Start at the top Management and ownership not only have to ensure that the service 

ideology is reflected in the mission statement, but they must first and foremost lead 

by example and be visible on a daily basis. Their words and actions must correspond 

accordingly that the line staff can model implementation based on their clear 

example.  

 

2. Measure First Before embarking on a major customer service safari, assess your 

current service level and identify what needs attention and improvement. Traditional 

data such as customer letters, complaints, feedback and surveys are tools to get you 

started. Don’t forget to approach your staff because they have firsthand experience in 

the matter.  
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3. Make training and skill building part of your strategic plan Goals related to customer 

service need to be a foundational component of short and long-term strategy. They 

are usually set out as core values in mission statements and make their way to the 

training floor. Make service a priority in your business. 

 

4. Train management and make them accountable Since most managers work in a 

customer service environment and are involved in the day-to-day, hands-on scheme 

of things, they play a critical role in the service challenge and are responsible for 

providing leadership. Managers must be of the mind and skill set to deliver this, and 

also be present and visible during peak service activity to support the process. 

  

5. Choose the right program Whether you design your own, or adopt and outside 

provider, a training program meant to improve your service should include proven 

standards. 

 

6. Launch Get behind it from the beginning and make it an exciting priority. An effective 

launch will probably fail!  

 

7. Deliver Quality not Quantity Facilitation is paramount. You may or may not have 

someone on staff that is trained or capable of leading the training. A boring, rambling 

or insincere lecture will be of no value.  

 

8. Identify your barriers to excellent service during training When staff and management 

go through a training process, participation and spirited discussion will occur. Issues 

will arise that will not be resolved during the training. Staff are not shy in giving their 

feedback once encouraged to do so. To properly address these issues, keep a 

record of the comments on a flipchart or blackboard as they come up so that staff 

can see that their views are being considered for evaluation.  

 

9. Measure Results Usually, improvements will be observed immediately following the 

training. Your employees and the work environment should appear more positive. 

The true test of results is the level of staying power of the changes implemented. 
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10. Create a Process Improvement Team Acquire a volunteer or assign a staff member 

to handle the follow-up of issues addressed in the training. Management will work 

with these team members on the day to-day service monitoring also.  

 

11. Include Customer Service Training in the new employee orientation Equip and 

empower new employees with the skills and values reflected in the training program. 

By establishing them from the start you align them with other trained staff and clearly 

indicate to them what your expectations are.  

 

12. Reward and Recognition Acknowledge your returns on a daily basis. Staff want and 

deserve to know that they are doing well and also that they are worthy of your 

investment in their training. 
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9. 9. 9. 9. MMMMarketing and arketing and arketing and arketing and 

SSSSales ales ales ales SSSSkills kills kills kills     
(including Digital marketing)(including Digital marketing)(including Digital marketing)(including Digital marketing)    
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IntroductionIntroductionIntroductionIntroduction    

When you go through various marketing definitions by scholars and actually successful 

marketers, you notice a trend of similar words – Telling your story, value proposition, 

relationship, communication, strategy, understanding the customer and Trust.  

The latest trends have not replaced the old marketing matrix or the thinking but rather it has 

intensified and grown in depth building on the fundamentals requiring a greater variety of 

skill making it very difficult for one person to have all the skill necessary and this requires a 

good marketing team or in the absence outsource for certain skills in order to be competitive 

and successful.  

The style of the transactions and the tools especially technology have drastically changed 

but in the end the buyer is still captivated by the story, expects trust and while the 

expectations have changed the market is open for those who would listen to the buyer.  

In this section we will explore the standard marketing plan and various key skills that is 

demanded and required for both marketing and sales including some requirements for digital 

marketing. Branding is not covered under the marketing segment.  

DefinitionsDefinitionsDefinitionsDefinitions    

• Marketing is the activity, set of institutions, and processes for creating, 

communicating, delivering, and exchanging offerings that have value for customers, 

clients, partners, and society at large.  

• “The science and art of exploring, creating, and delivering value to satisfy the needs 

of a target market at a profit.  Marketing identifies unfulfilled needs and desires. It 

defines, measures and quantifies the size of the identified market and the profit 

potential. It pinpoints which segments the company is capable of serving best and it 

designs and promotes the appropriate products and services.” 

• Marketing is how you tell your story to attract customers, partners, investors, 

employees and anyone else your company interacts with.  It’s the script that helps 

users decide if they’ll welcome you into their lives as a staple, nice-to-have or 

necessary annoyance.  It’s the way that everyone interacts with your brand.  It’s 

impression, first, last and everything in between 
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• Marketing is the art and science of creating, delighting and keeping customers, while 

making a profit and building enterprise value. Marketing integrates, formally or 

informally, many disciplines and every organizational function. Marketing should 

embrace the highest ethical standards, respect the environment, and strive to make 

the world a better place 

• Marketing is building your brand, convincing people that your brand (meaning your 

product/service/company) is the best and protecting the relationships you build with 

your customers 

Evolution of MarketingEvolution of MarketingEvolution of MarketingEvolution of Marketing    

 

 

 

 

 



 

RE 

 

Digital marketingDigital marketingDigital marketingDigital marketing    

There are a number of ways 

brands can use digital 

marketing to benefit their 

marketing efforts. The use of 

digital marketing in the digital 

era not only allows for brands 

to market their products and 

services, but also allows for 

online customer support through 24/7 services to m

valued. The use of social media interaction allows brands to receive both positive and 

negative feedback from their customers as well as determining what media platforms work 

well for them. As such, digital marketing has be

businesses. It is now common for consumers to post feedback online through social media 

sources, blogs and websites on their experience with a product or brand. It has become 

increasingly popular for businesses to

social media channels to have direct contact with the customers and manage the feedback 

they receive appropriately. 

Word of mouth communications and peer

customers, since they are not sent directly from the company and are therefore not planned. 

Customers are more likely to trust other customers’ experiences. Examples can be that 

social media users share food products and meal experiences highlighting certai

and franchises. This was noted in a study on Instagram, where researchers observed that 

adolescent Instagram users' posted images of food

networks, providing free advertising for the products. It is increasi

companies to use social media platforms to connect with their customers and create these 

dialogues and discussions. The potential reach of social media is indicated by the fact that in 

2015, each month the Facebook app had more than 1

YouTube had over 97 million average unique users.

A key objective is engaging digital marketing customers and allowing them to interact with 

the brand through servicing and delivery of digital media. Information is easy 
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ys 

brands can use digital 

marketing to benefit their 

marketing efforts. The use of 

digital marketing in the digital 

era not only allows for brands 

to market their products and 

services, but also allows for 

online customer support through 24/7 services to make customers feel supported and 

valued. The use of social media interaction allows brands to receive both positive and 

negative feedback from their customers as well as determining what media platforms work 

well for them. As such, digital marketing has become an increased advantage for brands and 

businesses. It is now common for consumers to post feedback online through social media 

sources, blogs and websites on their experience with a product or brand. It has become 

increasingly popular for businesses to use and encourage these conversations through their 

social media channels to have direct contact with the customers and manage the feedback 

Word of mouth communications and peer-to-peer dialogue often have a greater effect on 

ustomers, since they are not sent directly from the company and are therefore not planned. 

Customers are more likely to trust other customers’ experiences. Examples can be that 

social media users share food products and meal experiences highlighting certai

and franchises. This was noted in a study on Instagram, where researchers observed that 

adolescent Instagram users' posted images of food-related experiences within their social 

networks, providing free advertising for the products. It is increasingly advantageous for 

companies to use social media platforms to connect with their customers and create these 

dialogues and discussions. The potential reach of social media is indicated by the fact that in 

2015, each month the Facebook app had more than 126 million average unique users and 

YouTube had over 97 million average unique users. 

A key objective is engaging digital marketing customers and allowing them to interact with 

the brand through servicing and delivery of digital media. Information is easy 
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ake customers feel supported and 

valued. The use of social media interaction allows brands to receive both positive and 

negative feedback from their customers as well as determining what media platforms work 

come an increased advantage for brands and 

businesses. It is now common for consumers to post feedback online through social media 

sources, blogs and websites on their experience with a product or brand. It has become 

use and encourage these conversations through their 

social media channels to have direct contact with the customers and manage the feedback 

peer dialogue often have a greater effect on 

ustomers, since they are not sent directly from the company and are therefore not planned. 

Customers are more likely to trust other customers’ experiences. Examples can be that 

social media users share food products and meal experiences highlighting certain brands 

and franchises. This was noted in a study on Instagram, where researchers observed that 

related experiences within their social 

ngly advantageous for 

companies to use social media platforms to connect with their customers and create these 

dialogues and discussions. The potential reach of social media is indicated by the fact that in 

26 million average unique users and 

A key objective is engaging digital marketing customers and allowing them to interact with 

the brand through servicing and delivery of digital media. Information is easy to access at a 
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fast rate through the use of digital communications. Users with access to the Internet can 

use many digital mediums, such as Facebook, YouTube, Forums, and Email etc. Through 

Digital communications it creates a Multi-communication channel where information can be 

quickly exchanged around the world by anyone without any regard to whom they are. Social 

segregation plays no part through social mediums due to lack of face to face communication 

and information being wide spread instead to a selective audience. This interactive nature 

allows consumers create conversation in which the targeted audience is able to ask 

questions about the brand and get familiar with it which traditional forms of Marketing may 

not offer. 

This also present the marketer with diverse channels not available previously.  
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This can be further branched out under each area; 

 

 

'Let your fingers do the walking.' Have you heard this slogan? If you are younger than 30, 

chances are you haven't. This slogan encouraged people to use the Yellow Pages of their 

telephone book to find a business that would supply whatever it was they were looking for. 

For example, if you were looking for a dentist, you would go to the Yellow Pages and find a 

list of dentists in your area. Businesses could also advertise in the Yellow Pages. Well, those 

days are gone; people don't look in the Yellow Pages to find a business that sells what they 

need. So, how are you going to get information about your business out there? You are 

going to have to reach your customers where they live; and they're living online. This means 

you need to get savvy with digital marketing. 

Digital marketing, just like any other form of marketing, is all about promoting products, 

building brands, developing leads, and engaging your customers. The difference is digital 

marketing takes place online. Digital marketing is also known as Internet marketing, e-

productivity, e-commerce, interactive marketing, and e-marketing. Digital marketing 

integrates people, processes, and technology. 

The traditional way of marketing brands, products and services make use of either indirect or 

direct methods of reaching out to targeted customers. These methods are clear-cut and very 

straightforward – you just need to invest money, perform a set of actions, and get results. 
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The business and marketing landscape have drastically changed in recent years however. 

Traditional methods that were effective before may not be as effective in this current market 

powered by the complexities – and the vast wealth of opportunities – by the Internet. 

That is why it is very important that your brand and business establish and maintain a very 

strong online presence to be competitive enough to reach out to targeted audiences. 

Traditional marketing rules does not necessarily apply in current scenarios. However, there 

are new markets and new doors of opportunities made available – that are only accessible 

through digital marketing channels. But with several Internet marketing tools available, which 

among these tools are the best and are worthy enough to focus on while they bring you 

steps closer to your business goals? 

The answer will depend largely on the type of business you have and the kind of customers 

you are targeting for. Not all of these digital marketing tools are applicable or will work with 

your business. You need to perform a carefully planned set of actions that will enable you to 

learn, test and measure the results and performance of the digital marketing tool or tools that 

you have in mind 

    

Ten important TypeTen important TypeTen important TypeTen important Types of Digital Marketings of Digital Marketings of Digital Marketings of Digital Marketing    

To give you a more detailed understanding of what the term “Digital marketing” includes, 

here are the 10 most important types of digital marketing. And you should make sure that 

you know about all of them before you decide what types of marketing you are going to 

include in your digital marketing strategy. 

 

1. Social Media Marketing1. Social Media Marketing1. Social Media Marketing1. Social Media Marketing    

Social Media Marketing is „the use of social media platforms and websites to promote a 

product or service.  

That means all sharing of information and engagement with followers, fans, partners or 

competitors on social media platforms with the goal of promoting your products is part of 

digital marketing. In essence, social media marketing is the targeted use of social media 

conversations to increase the awareness for a brand or product. 
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But be careful, to be successful with social media marketing you have to fully understand the 

one social network you want to use for your marketing. Each social network has unique 

features, communication best practices and content they like. Some social networks will 

work great for your situation, product and content – others won’t.Digital marketers however 

should select the most appropriate social network to promote their kind of business to a 

particular kind of targeted audience. A simple guide is listed below: 

FacebookFacebookFacebookFacebook – You can reach out to almost any kind of general consumer, you just need to 

learn in what groups and pages your targeted customer stay frequently go to at Facebook. 

There are currently many groups with over 50 to 60,000 active members that are functioning 

in Sri Lanka. Eg. Expat furniture  

TwitterTwitterTwitterTwitter – If you’re trying to develop a new business and would want to reach out to early 

adopters, then Twitter may be for you, particularly in generating fast brand awareness. 

LinkedIn LinkedIn LinkedIn LinkedIn – Reaching out to professionals, business owners and other Business-to-Business 

(B2B) leads and targeted customers, then LinkedIn would be the perfect social network for 

you. 

Google+Google+Google+Google+ – This is another good social network for reaching out to early adopters of new 

businesses as well as reaching out to the B2B and general social media user. Business 

owners should however learn how to make a good presence at Google+ as this may be a 

great factor that will influence how SEO will behave in the near future. 

PinterestPinterestPinterestPinterest – This social network is great if you’re focusing on visuals for promoting your 

brands and products. Majority of users are also women so if these are your market, then 

SMM on Pinterest will be good for your business. 

2. Content Marketing2. Content Marketing2. Content Marketing2. Content Marketing    

Content marketing is the art of using storytelling and valuable information to increase brand 

awareness with the goal of getting your target audience to take a profitable action. Content 

marketing aims at building relationships with potential customers and becoming a partner 

rather than an advertiser. 
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Content Marketing strongly relies on content distribution. Content marketing can rarely be 

seen totally separated from other types of digital marketing that can fill the content 

distribution part.  

3. Search Eng3. Search Eng3. Search Eng3. Search Engine Optimization (SEO)ine Optimization (SEO)ine Optimization (SEO)ine Optimization (SEO)    

SEO is the process of optimizing content or websites so that they show up in search results 

in search engines like Google. Search engines decide which websites to show for a search 

term based on keywords mentioned on the website and links that refer to this website. That 

means SEO has a lot to do with using the right keywords or keyphrases in the copy of a 

website or within the content you want to show in search and getting links to this website or 

content.There are multiple strategies for optimizing your website(s) for search.  

There is a strong connection between content, social media marketing, and SEO. The most 

obvious is that social media and SEO are perfect distribution channels for content. 

 

4. Search Engine Marketing (SEM)4. Search Engine Marketing (SEM)4. Search Engine Marketing (SEM)4. Search Engine Marketing (SEM)    

While SEO describes the process of getting unpaid traffic from search engines – SEM refers 

to the paid traffic from search engines. The most common form of search engine marketing 

is probably Google Adwords for the simple reason that Google is by far the most used 

search engine. 

In SEM the marketer usually pays the search engine a predefined amount of money for 

showing a marketing message at various places within the search results for specified 

keywords or phrases. 

SEM is a form of Pay-Per-Click advertising. 

5. Pay5. Pay5. Pay5. Pay----PerPerPerPer----Click Advertising (PPC)Click Advertising (PPC)Click Advertising (PPC)Click Advertising (PPC)    

Similar to SEM other forms of PPC advertising also describe marketing methods where the 

marketer pays for each click on a link to a website. Apart from search engines, almost all 

social networks offer the opportunity for Pay Per Click advertising. These ads then appear in 

the feed of the targeted social media users. 
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Note that many of these activities cannot be clearly separated. The lines between the 

various types of digital (online) marketing are often blurred. 

6. Affiliate Marketing6. Affiliate Marketing6. Affiliate Marketing6. Affiliate Marketing    

Affiliate marketing is a performance-based type of digital marketing. In contrast to PPC 

advertising with affiliate marketing, the advertiser does not pay for traffic but rather for 

conversions. The rates are usually higher but the risk on the side of the advertiser are limited 

since he only pays for conversions. 

Affiliate marketing is popular with bloggers and high-traffic website owners who make money 

from selling other people’s products to their audience. 

7. Email Marketing7. Email Marketing7. Email Marketing7. Email Marketing    

Email marketing is one of the best converting marketing channels. By sending regular 

updates to your email subscribers you can build and nurture a relationship. By providing 

value with your email updates you can build trust – eventually, you will be able to turn a 

percentage of your audience into customers.Note that email marketing is far more than 

buying an email list and bombarding them with promotional messages or a one-time 

advertising spot in someone else’s email newsletter. 

The best results from email marketing will always be achieved with a list of subscribers you 

personally earned and nurtured. Then your email list can easily turn into your best digital 

marketing asset. 

For your digital marketing strategy you should also know about the most important offline 

digital marketing types: 

8. Radio advertising8. Radio advertising8. Radio advertising8. Radio advertising    

Those breaks in your favorite music program where someone tells you what car to buy or 

what cleaner to use. Some of these spots can be rather annoying, a select few manage to 

be entertaining – at least when you hear them the first time. 

There is still more to radio advertising: For instance, you can sponsor a program and 

9. Television advertising9. Television advertising9. Television advertising9. Television advertising    
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It is not dead yet: The spot that breaks up your favorite television program. While we are 

more and more getting used to finding ways to omit having to actually watch TV commercials 

there is still some marketing success in TV advertising. 

What you need to keep in mind is that advertising via TV offers very limited targeting options. 

There has been a huge development in radio and television in recent years and there are 

such things as digitaldigitaldigitaldigital radio and digitaldigitaldigitaldigital television. The options for marketing with digitaldigitaldigitaldigital adds 

a ton of options that former non-digital radio and television did not provide. That is the 

reason why digitaldigitaldigitaldigital radio and digitaldigitaldigitaldigital television have a rightful spot in this list of digital 

marketing types. 

 

10. Mobile Phone Advertising10. Mobile Phone Advertising10. Mobile Phone Advertising10. Mobile Phone Advertising    

Of course, many of the above types of digital marketing can take place on your mobile 

phone. You are probably using Facebook, Instagram, and Google on your mobile phone 

after all. But there are some other types of marketing on your mobile phone that so far would 

not fit into any of the mentioned categories. 

SMS advertising has been around for some time now. And with technology like Bluetooth still 

on the rise, the marketing and advertising options for mobile especially in local marketing 

have by far not yet been fully leveraged. 

 

Areas to consider when choosing your digital marketing campaignAreas to consider when choosing your digital marketing campaignAreas to consider when choosing your digital marketing campaignAreas to consider when choosing your digital marketing campaign    

The digital marketing channels listed above are available for business owners to use 

independently or as part of an overall digital marketing campaign. The key here is to plan 

your campaigns well by taking careful considerations of some vital aspects as will be 

discussed below: 

1. Define your primary company goals for using Digital Marketing channels. 

Some of these goals that your business may be rooting for includes: 

a. Brand AwarenessBrand AwarenessBrand AwarenessBrand Awareness – This includes greater company or product name recall as well as 

familiarity with your business, brand, products and services. If this is your goal, you 
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should make use of digital marketing channels that provide strong brand awareness 

and development like the following: 

• Social media channels particular Twitter, Facebook and Google+. 

• Engaging with targeted audience through social channels. 

• Channels that promote visual elements like Instagram and Pinterest. 

• Channels that promote video materials like YouTube and Vimeo. 

• Promotional campaigns with coupons. 

• Joint venture marketing projects with other online businesses. 

• Participating in online and offline events. 

b. Lead GenerationLead GenerationLead GenerationLead Generation – Many businesses make use of digital marketing mainly to 

generate leads and connect with potential customers. Generating leads for them is 

just the first step and they will follow through by communicating directly and engaging 

with these leads. 

c. Educate Potential CustomersEducate Potential CustomersEducate Potential CustomersEducate Potential Customers – Some businesses involve relatively new products and 

services that are very promising in their potential but still does not have an 

established market segment that are familiar or even knows that the product is 

already existing. Digital marketers in this segment should go for educating their 

targeted customers first, particularly in making them realize the importance of the 

products/services and the problems that they can resolve. Blogging, press releases 

and content marketing will be ideal for this purpose. 

d. GenerateGenerateGenerateGenerate    TrafficTrafficTrafficTraffic – Many websites do not really have something to sell and may in 

fact giving away information and other materials for free. Many of these sites 

however are publishers of online contextual and display advertising as a way of 

monetizing their sites. In order to generate revenue from these ads, websites will 

need a considerable amount of raw traffic that will click on these ads.  

 

2. Define your budget allocation.Define your budget allocation.Define your budget allocation.Define your budget allocation. 

Defining what digital marketing channels to use will also help identify the budget that 

you will set aside for pursuing these campaigns. Budget allocations may include the 

following:  

 

• Fees for digital marketing manager and staff 
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• Paid advertising budgets 

• Payment for content creation services 

• Fees for graphic artists, photographers and videographers 

 

3. Identify Your Available talent.Identify Your Available talent.Identify Your Available talent.Identify Your Available talent. 

Maintaining a digital marketing campaigns will require the use of personnel with a 

certain level of skills and knowledge on various aspects of your channels. You need 

to identify these to establish if your in-house resources would be sufficient for the job 

or will there be a need for outsourcing. These skills should include:  

 

• Development Skills – for your website design and development needs. 

• Creative Skills – includes both writing and visual creation skills. 

• Search Skills – talent needed for search marketing. 

• Social Skills – talent needed for engaging potential customers through social 

media. 

When establishing a Digital Marketing Campaign for your business, you cannot rely 

only on a single resource to generate all the results you wanted. While each of these 

digital marketing channels have their strengths, they also have their weakness such 

as being inappropriate for certain audiences and business niche. The best way would 

be to rely on combining these tools and channels at your disposal and making use of 

what they have to offer that will help you reach your end goals. 
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Digital marketing customer JourneyDigital marketing customer JourneyDigital marketing customer JourneyDigital marketing customer Journey    

The journey of the customer in digital marketing can be summarized as per the figure below. 

Each stage is further described.  

 

 

Engagement Stage:Engagement Stage:Engagement Stage:Engagement Stage:    Brand AwarenessBrand AwarenessBrand AwarenessBrand Awareness    

The engagement stage is about casting a wide net and delivering value to our audience 

(though it’s important to note we want to make sure not to cast too wide of a net – we need 

to make sure we’re attracting a qualified audience.) This is the only stage that is not directly 

connected to the problem, solution or product. The objective is for customers to find us, have 

a positive interaction with the brand, and for them to be open to engaging with us more in the 

future. That’s it. 

    

Education Stage:Education Stage:Education Stage:Education Stage:    Problem IdentificationProblem IdentificationProblem IdentificationProblem Identification    

The objective is for customers to come to the realization that they have a problem for 

which they need to find a solution.  

Research Stage:Research Stage:Research Stage:Research Stage:    Investigate SolutionsInvestigate SolutionsInvestigate SolutionsInvestigate Solutions    
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“What solutions are available? What factors should I consider? What alternatives are there?” 

The focus is still mostly on the solution more so than the product just yet. Key benefits, 

capabilities and differentiators are all things you’ll want to communicate here, but there are 

tactful ways to go about this without making the product the central focus. In addition, at the 

research stage it’s also important to simultaneously reaffirm the value/need for the solution –

 “why do I need the solution even more than I realized?” 

 

Evaluation Evaluation Evaluation Evaluation Stage:Stage:Stage:Stage:    Assess Satisfaction of NeedsAssess Satisfaction of NeedsAssess Satisfaction of NeedsAssess Satisfaction of Needs    

“Does this product solve my problem(s) and meet my specific needs & requirements?”  

From this stage forward, the focus is on the product/service. Here we’re talking value 

propositions, features/capabilities, technical specifications, use cases, how it works, etc. This 

might be the product section of your website, a free trial, or even a one-pager for a trade 

show. Having done some research, at this point customers often have developed somewhat 

of an internal checklist in their minds for key items they are looking for in a solution. At this 

stage, our job as marketers is to understand what the line items on that internal checklist 

might be for different customer personas, and make sure they are all easily crossed off. 

 

JustJustJustJustification Stage:ification Stage:ification Stage:ification Stage:    Justify & Quantify Value, Internal BuyJustify & Quantify Value, Internal BuyJustify & Quantify Value, Internal BuyJustify & Quantify Value, Internal Buy----InInInIn    

“Why do I really need this now? Why should I choose these over alternatives? How can I get 

my boss and team members on board?”  

If a lot of your leads are not converting to opportunities, or opportunities are not progressing, 

you may have some work cut out for you at the justification stage.  ROI, differentiators, social 

proof, flexing brand strength are all examples we want to cover here.  Here’s where you will 

get that classic sales objection “it’s not a priority, or not a good time” – which we all know 

often just means there’s no urgency because the customer hasn’t been able to quantify the 

value. Internal buy-in is a critical component of this stage, and the journey in general. The 

prospective customer may even be sold at this point, but in many cases unless their boss 

and other internal influencers/stakeholders are on board as well, the deal is not going close. 
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Purchase Stage:Purchase Stage:Purchase Stage:Purchase Stage:    Transaction and Transition FactorsTransaction and Transition FactorsTransaction and Transition FactorsTransaction and Transition Factors    

“How do I get it? How difficult will it be for me to implement and change my current 

process?” 

 

This stage is a big one that can often be underestimated. As we near the point of purchase, 

some new questions, concerns, objections and blockers can start to materialize the closer 

the possibly of a purchase gets to reality.  Fear of the perceived overhead cost of change 

can especially be a steep barrier that can end up a deal breaker. It can much safer to accept 

the status quo than to put your neck on the line as the champion behind a major change with 

a risk of high cost or failure. Switching marketing automation or CRM systems for example 

would be a MAJOR transition for a lot of companies that would require an enormous amount 

of time, energy and resources. In order to get over that hump, customers need to feel 

confident in how you will be able to ensure a smooth transition. 

    

Adoption Stage:Adoption Stage:Adoption Stage:Adoption Stage:    OnOnOnOn----boarding and Implementationboarding and Implementationboarding and Implementationboarding and Implementation    

“How do I successfully implement, get training, and start realizing value asap?” 

When a new customer comes on board, it’s crucial that they are able to get up and running 

as soon as possible and start realizing value, if you’ve promised a smooth transition in the 

purchase stage, now is the time to deliver on that promise. A rocky start may cause 

customers to second guess their decision, and it can even lead to churn if the adoption 

process is too painful or drags on for too long. Product Documentation, How-to guides and 

tutorials, training materials, success checklists, kick-off meetings – all common examples 

that can come into play at this stage. Customer success teams are crucial, as they work 

closely along with internal customer champions to ensure they are getting up to speed and 

the solution is remaining a priority. 

    

Retention Stage:Retention Stage:Retention Stage:Retention Stage:    Satisfaction & SuccessSatisfaction & SuccessSatisfaction & SuccessSatisfaction & Success    

“Am I seeing value adds? Can I see long-term relationship? Why do I love being a customer 

of this company?”  

Above all else, we need to make sure customers are being successful and achieving their 

goals with our product/service, communicating that success properly internally, and “feeling 
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the love” at all times. Authenticity is also key – customers should see that you genuinely care 

and want to help them be successful. The more we are able to deliver value and show 

customer love here (and do so without a string attached,) the more we are setting ourselves 

up for customers to return the love in expansion and advocacy stages. You reap later what 

you sow now. 

    

Expansion Stage:Expansion Stage:Expansion Stage:Expansion Stage:    Upsell, CrossUpsell, CrossUpsell, CrossUpsell, Cross----sellsellsellsell    

“What additional value can I get from this company? What other problems can you help me 

solve?” 

If successful at each stage up to this point, you’ve earned a customer’s trust and at this 

stage they are now ready for an up-selling or cross-selling conversation, whether that be 

add-ons, upgrades, additional users, other products/services etc. If you’ve been really 

successful at each stage up to this point, when your customers have a problem, they will 

come to you first to see if you have a solution before looking to competitors. Either way, from 

a marketing perspective our job is to make it easy for customers to discover these ways they 

can expand their business with you, and be prepared to answer their questions and clearly 

communicate the value they would get from doing so. 

    

Advocacy Stage:Advocacy Stage:Advocacy Stage:Advocacy Stage:    Loyalty & EvangelismLoyalty & EvangelismLoyalty & EvangelismLoyalty & Evangelism    

“What can I do to help?” 

Advocacy is the ultimate destination of the customer journey. A Brand Advocate can 

be defined as a customer who talks favorably about a brand or product, and passes on 

positive word-of-mouth messages about the brand on to other people.  They will often be the 

most likely to give you more of their own business, and get you referral business with their 

contacts inside and outside of their organization. Their endorsements, testimonials, and 

willingness to spread the word about your brand can influence countless others. These are 

the first ones to volunteer to be on sales reference calls to jump on the phone and help close 

deals. When they transition to a new company, they might even bring you with 

them. Developing a relationship with a customer that results in advocacy can have the 

greatest potential ROI of any “lead” you generate. 
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But the work is still not done. Now that a customer has become a brand advocate, the 

objective becomes making sure they remain happy, keep them educated about the 

company’s direction and vision, and are finding opportunities to leverage the customer’s 

willingness to help. Special treatment of course is often a good idea here – gifts, special 

invitations, praise, and keeping a close personal relationship.  

 

Marketing PlanMarketing PlanMarketing PlanMarketing Plan    

 

The market conditions and strategies that are employed to achieve your target sales income 

and the marketing /sales targets should be included into your marketing plan. It will be more 

suitable to first collect your information according to the nature of your business and then 

formulate your marketing plan.  

If it is an existing business it is appropriate to measure the current sales and marketing 

conditions of your business. Prioritizing and analyzing the following information will guide 

you to make a correct marketing plan.  

1. What is your sales income in the last year/two years? 

2. The profit ratio for last year  

3. Individual sales income for each item and the percentage breakdown? 

4. Information regarding high sales income months and low sales income months 

5. If recorded, note the sales volume and transaction figures  

6. Statistics regarding distribution- distributors, number of retail salesmen, sales 

expansion in different areas/regions 

7. Promotional expenses and details of promotional expenses vs sales expansion 

A proper analysis of the past performance of your business will lay the foundation for your 

plan. This will help your determine how you need to change the situation for the next year.    
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Components of a marketing planComponents of a marketing planComponents of a marketing planComponents of a marketing plan    

1. Marketing objectives - Think deeply about achieving the marketing objectives 

planned previously. Formulating correct sales targets to achieve the objectives is 

achieved in this section.     

2. Market study - finding factors of the changing market conditions that affect your 

business, collecting data through research and analyzing them in depth are the main 

objectives in this section. You could focus on the following areas for the above; 

i. Target customers or demand 

ii. Analysis of the competitors 

iii. Changes in the market environment 

iv. Market area 

v. Demand estimate   

3. Sales Planning  - setting monthly and yearly targets for your business takes place 

here. First estimate the production and multiply by the sales price to find the sales 

figures. If it is a service organization, sales - income figures are derived by estimating 

the monthly customer numbers. If there are several services, the individual monthly 

percentage increase is worked out and monthly estimates are calculated.  

i. Sales plan (Monthly units/value in Rs) 

ii. Sales plan (Annual units/value in Rs)        

4. Marketing promotion process - Planning the marketing promotion process to achieve 

the previously set sales targets is achieved in this section. It involves finding 

solutions to the following questions; 

i. What changes are required in products/services to fully satisfy 

customer needs and expectations? 

ii. What are the pricing mechanisms to increase sales? 

iii. What are the distribution systems required to maintain the sales 

increase at a higher level? 

iv. What are the strategies required for increasing sales, encouraging and 

raising awareness amongst consumers and customers? 

5. Marketing expenses budget - Budget the expenses that will be incurred in promoting 

and increasing sales of each product monthly and annually.   
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CustomersCustomersCustomersCustomers    

A soft drink company in the western province conducted a research involving 1200 

customers. The consumers responded to the satisfaction level derived from consuming the 

soft drink. The customer feedback was provided with regard to the taste, smell, colour, finish, 

volume and packaging.   42% replied that there satisfaction was very low. 30% of the sample 

said that their satisfaction was average. Only 21% said that their satisfaction is very high. 

Only 7% said that they were extremely satisfied.  

Don’t the above findings of the consumer satisfaction levels of the soft drink of the company 

reveal that they are about to go out of business? You need to analyze your business in the 

same way. Irrespective of whether the feedback is positive or negative the important thing 

would be to measure correctly and plan accordingly.   If the planning is based on assumption 

or the past narrative of the entrepreneur, then those business plans remain a futile 

document.  If your business is a service oriented business then you should rethink of your 

organization’s customer service. It is clear that you are losing a huge income daily. 

Therefore plan to build a business with a high income through excellent customer service. 

 

Find the real customer of your businessFind the real customer of your businessFind the real customer of your businessFind the real customer of your business    

Is the customer a person who comes to buy goods? Or is he a trouble maker? When you are 

conducting a business planning exercise before you do anything, give a new definition to 

your customer.      

The customer is not simply a person who buys goods from you. We need to identify him as 

the most important business partner and the one that gives you a helping hand to develop 

your business. While he provides valuable feedback and suggestions he is the advertiser 

that does not charge you a fee. That is why the experts conclude – “a satisfied customer is 

your greatest advertisement”.   

Assuming that a customer is an individual is a myth. Every customer has a network of 

customers. The customer experience is shared amongst his or her family members, friends 

and acquaintances, relatives and neighbours. The satisfaction or disappointment of the 

customer after consuming your products will be communicated to a large group of people 
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and this is a normal process. In addition through the popular social media of today, negative 

experiences of consuming your products will spread like a wild fire in a matter of several 

hours amongst a large group of people. The short term and long term income loss (drop in 

turnover) could run into millions.  

Unseen Disaster 

• 70% of the customers that are not satisfied with the customer service will move to 

other products or businesses without ever complaining to you? 

• Through the mistakes or negligence in customer service, you and your workers 

ignorantly bring down your business in the face of the customer. It is as good as 

promoting your competitor instead of promoting your own business? 

• Do you know that an unsatisfied customer will share their negative experience with 

at least 20 others? 

• Have you calculated that the loss of income to you (based on the size of your 

business) for a year could be anywhere from 100,000 to over 1,000,000? 

 

The world’s largest and permanent businesses have been built by entrepreneurs that 

consider the customer as a partner. When you are building your business for tomorrow 

why should you center it on the customer? 

1. To exceed your customer expectation without stopping at satisfying them 

2. To increase your business income sustainably 

3. To build the image and reputation of your business  

4. To strengthen your income 

5. To establish a stable customer base 

6.  To consistently maintain a higher income level 

If you are maintaining a manufacturing industry, you could identify your customers that 

purchase your goods in three ways; 

• End consumers 

• Intermediary retailers 

• Wholesalers 

If it is a service organization you will directly sell to the end consumer. Based on the income 

you can categorize consumers that make large purchases and small purchases. The 

important thing is that needs and desires of each consumer category will be different. First, 
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think to whom are you selling your products and services? Since the needs of each category 

are different it will be useful to research them separately.     

 

Example:Example:Example:Example:    

Nayana has identified two categories of consumers for her yoghurt industry. She has done a 

simple research and has tabulated the following information; 

Target consumers of “Meevitha” Yoghurt 

End consumerEnd consumerEnd consumerEnd consumer    Consumer preference and needConsumer preference and needConsumer preference and needConsumer preference and need    

Children that like milk products, youth 

and middle aged 

• Jelly and fruit taste 

• Yoghurts with different colours 

• Prefer to eat in the mornings and 

afternoons 

• Prefer the sweet taste and the fruit 

taste 

Those who have excess sugar and 

those who consume fat free products 

• Attentive to the attractive packaging 

• Searches for yoghurts made with 

local milk produce 

• Asks for both types - sweetened and 

unsweetened     

• Consumes as a dessert after lunch 

• Does not like to take yoghurts in the 

night 

• Uses yoghurts to serve visitors 

• Concerned about health   

Nayana discussed these findings with the yoghurt production team. Therefore, the 

production changes were incorporated during the production planning.  

Present and Future custoPresent and Future custoPresent and Future custoPresent and Future customersmersmersmers    

You can identify the customers of a business separately as present and future customers. 

Customers and consumers that are currently purchasing from the business enterprise is 

called present customers. Currently those who are not coming to us but purchase similar 
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services or products from other businesses are called future customers. We need to plan 

various types of sales strategies to maintain existing customers as well as add new 

customers. The real future development of your business relies on your ability to fulfill the 

needs and expectations of the customers.  

Example:Example:Example:Example:    

The way a business has estimated their present and future customers for two products.  

 Product 1Product 1Product 1Product 1    Product 2Product 2Product 2Product 2    

Current customers 750 monthly walk in  4,400 monthly walk in  

Future customers 3,000 visiting other 

enterprises 

11,000 visiting other 

enterprises 

    

Intermediary customers Intermediary customers Intermediary customers Intermediary customers     

Most people produce goods and take it to the market and sell the items through intermediary 

businessmen. Therefore, these buyers become your main customers.  They do not consume 

your goods. But they also have a lot of expectations. They may look at larger commissions, 

competitive pricing, product finish and quality more than the consumer needs.    

Example:Example:Example:Example:    

Nayana found out about her intermediary customers. Based on what they shared she has 

come to the following conclusions. Previously she had only 16 customers.  

IntermediaryIntermediaryIntermediaryIntermediary    TodayTodayTodayToday    FutureFutureFutureFuture    Common preferences and needsCommon preferences and needsCommon preferences and needsCommon preferences and needs    

1. Hotels in the 

town 

2. Retail shops 

3. Institutional 

canteens 

4. Pharmacy 

 

9 

7 

0 

0 

 

20 

22 

6 

12 

 

• Inquire whether they have an 

attractive packing  

• Request a commission of more than 

Rs 6/= per unit 

• Expect uninterrupted supply  

• Payments to be collected from bill to 

bill 

• Expect to return the expired items 

• Greater preference to sell 

Highland/New Dale 
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Monthly total 

market 

demand 

estimate 

16 60 2,000 normal yoghurts 

2,000 fruit yoghurts 

 

• When the above two categories were complete Nayana was able to come to a basic 

understanding regarding the future demand. Closely study the consumers and 

customers in your business.     

 

Analyzing the competitionAnalyzing the competitionAnalyzing the competitionAnalyzing the competition    

There is a saying that “The best teacher of a great business is the competitor”. Along with 

our products we need to find the specialty of the competitors’ products and the consumers 

idea regarding the products.   

ExampleExampleExampleExample: There are over hundreds of products to quench thirst. Water -including tap 

water and bottled drinking water, sweet drinks, fruit drinks, Coca Cola and many 

others are produced to the market. If you have a fruit drink enterprise, inquire about 

the companies that supply fruit drinks.  Similarly, inquire about the other products 

available to quench the thirst. By finding the competitors of these two categories you 

can formulate strategies to develop our business.  

    

Process Process Process Process ––––    01010101    

To inquire about the competitors of your business follow the basic steps given below; 

a. Note down the competitive alternatives for your products/services 

b. Find the unique qualities of the competitor’s products individually, find the good 

and the bad.  

c. Find the special strategies used by them. Think - why do they use it? 

d. Make a list of the weaknesses and negatives of each competitor products 

e. Find out why the consumers like the competitor’s products 

f. Compare the findings with the relevant products and your organization 

g.  Prepare a list of strategies that will suit your business  
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Process Process Process Process ––––    02020202    

There is another successful method to find about your competitors. Use the following table 

and evaluate the good and bad. You can compare two of the main competitors of the current 

market using this exercise.     

a. To make it easier select two of the main competitors of your products.  

b. For the given areas rate in one of the following values; 

• Excellent    = 10 

• Extremely good   = 7   

• Good  = 4 

• Average   = 2 

• Poor  = 1 

c. Indicate your rating on the right hand columns 

d. Based on the above you can figure out what rating you receive for your 

products/organization 

e. It is important to be honest in this evaluation and to not over value yourself. 

 

QualitiesQualitiesQualitiesQualities    My My My My 

businessbusinessbusinessbusiness    

Competitor Competitor Competitor Competitor ----        

AAAA    

Competitor Competitor Competitor Competitor ----        

BBBB    

1. Price    

2. Goodness     

3. Size/Weight    

4. Quality standards certification      

5. Security/Health/Taste    

6. Popularity for the brand name    

7. Shape/Colour    

8. Packaging/Finish    

9. Smell (if available)    
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10. Sales discounts available     

TotalTotalTotalTotal       

• Excellent    = 10   

• Extremely good   = 7   

• Good  = 4 

• Average   = 2 

• Poor  = 1 

 

Process Process Process Process ----    3333    

If it is a service organization use the following table;  

QualitiesQualitiesQualitiesQualities    My My My My 

businessbusinessbusinessbusiness    

Competitor Competitor Competitor Competitor ----        

AAAA    

Competitor Competitor Competitor Competitor ----        

BBBB    

1. Trust/Quality certification    

2. Service expansion system    

3. Owners specialist knowledge     

4. Popularity for the brand name    

5. Price and sales discounts for 

consumers 

   

6. Customer treatment/service    

7. Comfort in the location     

8. Workers expertise    

9. Speed/ efficiency      

10. Pleasant/ attractiveness     

TotalTotalTotalTotal       

 

• Excellent    = 10   

• Extremely good   = 7   
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• Good  = 4 

• Average   = 2 

• Poor  = 1 

 

Process Process Process Process ––––    4  (SWOT analysis)4  (SWOT analysis)4  (SWOT analysis)4  (SWOT analysis)    

There is another unique way of evaluating the competition and other related factors that will 

have an impact on the future of the business. This is called the SWOT analysis. Thousands 

of business people use this tool to scan their businesses. It measures the SSSStrengths, 

WWWWeaknesses, OOOOpportunities and TTTThreats of the business for the future. The exercise will only 

take a few hours but it will be extremely useful for your business.  It will be appropriate if you 

could obtain the services of an external person that is knowledgeable about business to 

facilitate.  

a. First take two A4 sheets of paper and list your business strengths and weaknesses 

on one paper 

b. List your future business 

opportunities and threats  

c. Prioritize the strengths, 

weaknesses, 

opportunities and threats 

by assigning a number 

based on the importance 

or severity.   

d. Identify your strengths in 

the business as well as 

weaknesses that you 

could quickly change 

e. Then you can separate 

the market opportunities 

and the severe threats 

f. Plan the strategies that you require to face the market competition in the coming two 

years.  
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We use all of the above tools to measure the competition and other factors of our business.  

Try to uncover the threats that we may have to face in the future.   You could find solutions 

through the marketing strategies as well.  

    

Sales targetsSales targetsSales targetsSales targets    

After finding about your consumers and competition of the business let us prepare sales 

targets for the coming year.   

Your need is to increase the income and profit of your business. Sales income is one of the 

main tools used to measure your business progress. The next step in the plan is to include 

the sales targets.    

 

Process Process Process Process ––––    1 1 1 1     Preparation of sales targetsPreparation of sales targetsPreparation of sales targetsPreparation of sales targets    

a. Think of conditions that are very different to the present state and concentrate on 

higher sales targets.   

b. Remember very clearly the objectives and targets prepared previously.  

c. Think clearly about the market demand estimates that was prepared previously as 

well as the sales conditions of the previous year.  

d. Clearly identify the situations and reasons behind the monthly sales increases and 

decreases.   

e. What was your sales income of the last month in the previous year? Start with a 

target above or close to that figure for the first month of the New Year.  

 

ExampleExampleExampleExample: Nayana prepares her sales targets for the coming months as follows; 

Todays present sales is 1,500 units. She plans to increase her sales to 5,000 units a month 

and her production capacity is 3,000 units a month. The production capacity is to be 

increased to 5,500 units in the second half of the year. Sales is low in the months of 

October- November since the demand is less during the rainy weather season. However, 
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since there will be an addition of 20 retail shops for sales in the coming three months the 

sale can be increased to 2,600 units. Therefore, the sales target in October which is 

considered to be the first month of the year is set at 1890 units.  

Monthly sales units and estimated income forecast for Nayana’s yoghurt business 

 First year

Description Oct Nov Dec Jan Feb Mar Apr 

Normal 1260 1575 1575 2100 2100 2100 4200

Fruit 630 1050 1050 1575 1575 3150 2100

Sales units 1890 2625 2625 3675 3675 3675 7350

Sales 

income 

41580415804158041580    57750577505775057750    57750577505775057750    80850808508085080850    80850808508085080850    80850808508085080850    161700161700161700161700

 

Notes – the real sales figures of the last three months of the previous year was between 

1300 – 1500 units. Breakeven point is 773 units. Average price is Rs 22/=. Sales is expected 

to double in April. Forecast the percentage of sales increase possible in comparison to the 

first year. It will be worthwhile to estimate for two more years based on the above.      

    

    

    

    

    

    

    

Planning the sales mix Planning the sales mix Planning the sales mix Planning the sales mix     
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The main aim of the marketing plan is to plan strategies to achieve the monthly and annual 

sales targets. We need to find the correct answers to the following; 

a. Product - How should we present goods/services in order to fulfill the consumer 

needs and expectations at the highest level? What changes are required? 

b. Price - What are the competitive pricing methods to suit the consumer group that is 

generating a higher income?  

c. Place – what are the distribution methods to supply products/services to more 

consumers that will increase income 

d. Promotion – What are the methods of creating awareness amongst customers and 

consumers, encouraging them and increasing sales?      

This is the mix that will increase your sales – Product, Price, Place, Promotion.  

Products/Services Products/Services Products/Services Products/Services     

 In order to achieve a higher income, products and services will have to be created, changed 

to suit the taste of the consumer. In order to increase sales, the products need to have a 

high quality finish to compete with the competitor’s products. Products have to be produced 

in various sizes to meet the purchasing power of the consumer group that you serve. We 

can focus on many areas such as packaging, trust, weight, smell, colours, size, shape, 

special facilities, technical innovation, health safety, environmental friendliness, ease of 
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transport and after sales service. However, we should only concentrate on strategies that will 

increase our sales.     

    

Example 01:Example 01:Example 01:Example 01: let us look at the product strategies of Nayana’s Yoghurt enterprise  

Normal 

yoghurt 

Packaging The lid and the 

cup includes the 

business logo, 

colour 

combination is 

blue and purple  

Environmental 

protective label and 

instructions, nutrition 

information, 

production and 

expiry dates, 

registered number, 

number given for 

customer complaints  

Size 90 g cups and 

300 g cups 

Colour Plain - no colour 

Smell Vanila and fresh 

milk 

Fruit 

Yoghurt 

Packaging The lid and the 

cup includes the 

business logo, 

colour 

combination is 

blue and purple  

Environmental 

protective label and 

instructions, nutrition 

information, 

production and 

expiry dates, 

registered number, 

number given for 

customer complaints 

Size 90 g cups and 

300 g cups 

Colour Coloured fruit 

pieces 

Smell Fruit smell 

Steps taken by Nayana to improve the quality of production  

a. Production date and the expiry date is clearly stated   

b. Production registration number is clearly mentioned 

c. When handing over to shops sorting is carried out according to refrigeration display 

requirements and date of expiry.    
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d. All items that are nearing expiry and or expired are taken off the shelves and 

removed from the shops before the due date.  

Example Example Example Example ----    02 02 02 02     

Sadun is conducting a hair cutting and hair dressing service enterprise. He plans to double 

his income in the coming year. He has planned the following to improve the quality of 

service.  

a. To create a situation where customer interactions are friendly and respectful. (He has 

received complaints that it is not so) 

b. Using clean towels and cleaning the chairs and the surrounding  

c. Sterilizing all equipment regularly 

d. Insisting on staff cleanliness and making clean white uniforms compulsory 

e. Total head massage to be carried out as a separate service.  

f. Start new services for hair curling, straitening, dyeing and shampooing.  

g. Providing a free face wash when taking a hair cut and a shave 

h. To create a space for waiting customers with chairs and a TV 

In a service organization we should plan not only for the specialized service but to also 

change the way we offer the service.  

Pricing methodPricing methodPricing methodPricing method    

Pricing means more than fixing a sale price, it is controlling the price in a way to increase 

your sales. The price will change based on the nature of the consumer category and their 

requirements. What is required is to find the correct pricing formula. To increase your sales 

income you as an entrepreneur need to have an expert skill in handling the prices in the 

market.  We have a misconception that “you can develop your business by selling for a low 

price”. This is wrong. Instead we have to use competitive pricing strategies under different 

prices. Eg. During the 1980-1990 the number of consumers using shampoo was limited. The 

reason was the high price of a bottle of shampoo. The small sachet packets that were 

introduced subsequently are now selling fast.  The number of consumers using shampoo 

has increased. However what has happened is that instead of reducing the price of 

shampoo, a smaller quantity has been provided at a smaller cost to be within the purchasing 

power of the consumer category.  However the price paid for shampoo has increased.  
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Process: Draw your attention to the main points given below in formulating a successful 

pricing strategy.  

a. Calculate the cost of the service or product which is the expenditure. Similarly 

calculate the maximum and minimum profit of each unit.  

b. Find the market prices and the price of competitive products.  

c. Find the whole sale and retail prices and the quantities purchased by the different 

buyers.   

d. Find the price consumers are willing to pay. Change the price based on cash or 

credit sale.  

Example 1Example 1Example 1Example 1: Nayana’s pricing process in the sales plan is as follows; 

a. Wholesale and retail prices have been marked to suit the competitive prices of the 

market. 

b. Wholesale prices are marked retaining a profit of 21% more than the expenditure. 

Retail has been priced retaining a profit of 33% 

c. Shops have been allocated extra commissions based on quantity and cash 

purchases. They are provided commissions in excess of 5%.   

d. According to the agreement with the retailers, one free yoghurt is provided for 

purchases of over 20 units.   

Example 2Example 2Example 2Example 2: Sunil’s gingerly seed sweet business used to supply a packet of 20 pieces for Rs 

65.00 to the shops. According to his new strategy he has decided to supply shops with 

bottles of 50 pieces and 100 pieces.  He is selling a bottle of 50 pieces for Rs. 200.00 and a 

bottle of 100 pieces for Rs 360.00. According to his new pricing strategy in the New Year he 

will be selling at Rs 3.60 to 4.00 for a piece that was sold at Rs 3.00  previously. 

Place of Distribution Place of Distribution Place of Distribution Place of Distribution     

By positioning the distribution we get an opportunity to provide goods or services to a larger 

number of customers. Similarly you can influence customers to purchase more. How do we 

deliver the goods or service to the consumer? We have to find a valid answer to this 

question.  
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If you are a producer, according to our knowledge there is a fully functional regional sales 

network that delivers products to the consumers around the country.  The shops and 

distributors network is placed above that and is functional throughout the day.  You increase 

your sales income by joining these networks. This will happen when you connect to the 

networks.   

However, if it is a business that provides a service or sells goods from one location then 

there is no distribution involved. Then the concentration will be to establish the business in a 

place that a larger customer group could comfortably reach. First you need to carefully find 

out the places where your target consumers congregate.  

ExamExamExamExample 01ple 01ple 01ple 01: Nayana’s Yoghurt enterprise 

• In the fist round, supply a limited quantity to all the shops in the area.  

• The total market to be segregated to 4 routes and distribution separated according to 

routes.  

• Deliveries to be carried out a day before the other producers reach the market.  

• Yoghurts to be prominently displayed in the refrigerators.    

• Stocks to be supplied on time and stocks to be maintained.  

If you are a service organization, most of the time the consumer will directly obtain the 

services from you or your workers. Or the service could be mobile. However, consider 

expanding your services by opening more branches, appointing agents and using new 

technology.  
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Promotional MixPromotional MixPromotional MixPromotional Mix    

Marketing promotion includes all types of work carried out to retain existing consumers (or 

customers) and to bring in new consumers (or customers) to your business.  

Results oriented sales promotional plan 

 

 

 

 

 

 

 

 

 

 

 

 

 

By promoting your business and service or products you are able to achieve several targets. 

They are namely; 

a. Periodically create awareness about your products amongst the general public. 

b. Keeping the services and products of the business in the memory of the public. 

c. Highlight the product specialties and benefits. 

 

Present 
consumers 

Awareness Larger 
consumer 

group To keep in memory 

Increase 
transactions 

Emphasize 

Image building  

To provide 
information 

Rapid sales increase 

To compare and 
show  

To attract 

Present 
buyers 

New 
consumers 

New buyers 

Extra sales 
income 

Larger market 
share 

High 
acceptance and 

reputation 

To emphasize 

Business 
income and 
profit 
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d. Influence the consumer to make quick purchases etc.  

If you want to achieve your sales targets, you need to plan your sales promotional events 

targeting a large consumer base. In todays competitive market it is difficult to imagine an 

existence for any enterprise that does not have successful sales promotions. Even if our 

business is small, it is advisable to conduct an effective sales promotion targeting the market 

area where the business is carrying out its transactions.  Make a list of strategies that you 

could attract the most number of people incurring the lowest possible cost. Based on this 

decide the consumer numbers that you will be targeting.   The promotional mix is the tool 

used by the business community today. A promotional mix with a simple idea is stated 

below; 

Promotional mixPromotional mixPromotional mixPromotional mix    ExamplExamplExamplExampleeee    

a. Advertising  Handbills, paper adverts, name 

boards 

b. Direct marketing initiatives House to house sales, weekly local 

market system, “seetu” system 

c. Personal selling Customer service, agent services, 

personal sales such as life insurance 

etc 

d. Popularity and people relationships Sponsorships, community service 

events 

e. Sales promotion New year sales, group sales, 

exhibitions/outlets  

f. Networking  Consumer societies, Agency 

networks, creating social networks 

 

Service organizations could also choose from the promotional mix for effective and cost 

effective promotional systems. Effective systems will attract additional consumers to your 

business. By choosing cost effective systems you will reduce your promotional expenditure.  
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Example 01:Example 01:Example 01:Example 01: The promotional mix planned by Nayana for her Yoghurt business is as follows; 

 

Promotional mixPromotional mixPromotional mixPromotional mix    ExpenditureExpenditureExpenditureExpenditure    

1. Design an attractive packing similar to new dale  Rs 22,000.00 

2. Provide 2 X 1 feet posters to be displayed in 70 shops Rs 10,000.00 

3. Promotions amongst the weekly local market for 10 

weeks 

Rs 15,000.00 

4. Canvass a wholesale order rom the nearby factory  - 

5. Constructing two bicycle boxes for day to day sales Rs 6,000.00 

    

Example 02: Example 02: Example 02: Example 02:     

Promotional strategies to be implemented in Amal’s education institute to increase student 

registrations for the opening courses in the New Year is given below; 

Promotional mixPromotional mixPromotional mixPromotional mix    ExpenditureExpenditureExpenditureExpenditure    

1. Advertising through handbills, paper adverts and name 

boards 

Rs 50,000.00 

2. Scholarship scheme for new classes Rs 30,000.00 

3. Free seminars Rs 12,000.00 

    

7777    P’s of marketingP’s of marketingP’s of marketingP’s of marketing    

Marketing is a continually evolving discipline and as such can be one that companies find 

themselves left very much behind the competition if they stand still for too long. One 

example of this evolution has been the fundamental changes to the basic Marketing mix. 

Where once there were 4 Ps to explain the mix, nowadays it is more commonly accepted 

that a more developed 7 Ps adds a much needed additional layer of depth to the Marketing 

Mix with some theorists going even going further. 
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The 4Ps were designed at a time where businesses were more likely to sell products, rather 

than services and the role of customer service in helping brand development wasn't so well 

know. Over time, Booms and Pitner added three extended ‘service mix P’s': Participants, 

Physical evidence and Processes, and later Participants was renamed People. Today, it's 

recommended that the full 7Ps of the marketing mix are considered when reviewing 

competitive strategies. The 7Ps helps companies to review and define key issues that affect 

the marketing of its products and services and is often now referred to as the 7Ps framework 

for the digital marketing mix. 

 

The Marketing Mix 4 Ps:The Marketing Mix 4 Ps:The Marketing Mix 4 Ps:The Marketing Mix 4 Ps:    

• Product Product Product Product - The Product should fit the task consumers want it for, it should work and it 

should be what the consumers are expecting to get. 

• PlacePlacePlacePlace – The product should be available from where your target consumer finds it 

easiest to shop. This may be High Street, Mail Order or the more current option via e-

commerce or an online shop. 

• PricePricePricePrice – The Product should always be seen as representing good value for money. 

This does not necessarily mean it should be the cheapest available; one of the main 

tenets of the marketing concept is that customers are usually happy to pay a little 

more for something that works really well for them. 

• PromotionPromotionPromotionPromotion – Advertising, PR, Sales Promotion, Personal Selling and, in more recent 

times, Social Media are all key communication tools for an organisation. These tools 

should be used to put across the organisation’s message to the correct audiences  in 

the manner they would most like to hear, whether it be informative or appealing to 

their emotions. 

 

In the late 70’s it was widely acknowledged by Marketers that the Marketing Mix should be 

updated. This led to the creation of the Extended Marketing Mix in 1981 by Booms & Bitner 

which added 3 new elements to the 4 Ps Principle. This now allowed the extended Marketing 

Mix to include products that are services and not just physical things. 
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The extended 7 Ps: 

• PeoplePeoplePeoplePeople – All companies are reliant on the people who run them from front line Sales 

staff to the Managing Director. Having the right people is essential because they are 

as much a part of your business offering as the products/services you are offering. 

• ProcessesProcessesProcessesProcesses –The delivery of your service is usually done with the customer present so 

how the service is delivered is once again part of what the consumer is paying for. 

• Physical EnvironmentPhysical EnvironmentPhysical EnvironmentPhysical Environment – Almost all services include some physical elements even if 

the bulk of what the consumer is paying for is intangible. For example a hair salon 

would provide their client with a completed hairdo and an insurance company would 

give their customers some form of printed material. Even if the material is not 

physically printed (in the case of PDFs) they are still receiving a “physical product” by 

this definition. 

In some spheres of thinking, there are 8 Ps in the Marketing Mix. The final P is Productivity 

and Quality. This came from the old Services Marketing Mix and is folded in to the Extended 

Marketing Mix by some marketers. 

The 8th P of the Marketing Mix: 

 

• Productivity & QualityProductivity & QualityProductivity & QualityProductivity & Quality - This P asks “is what you’re offering your customer a good 

deal?” This is less about you as a business improving your own productivity for cost 

management, and more about how your company passes this onto its customers. 



Business Start-up Training Programme 

 

RE R E S O U R C E  B O O K  
 

Page 279 

 

 

ActivitiesActivitiesActivitiesActivities    

GameGameGameGamessss    you could play  you could play  you could play  you could play  ----    1111    

    

This is a simple but powerful sales activity that can help you show value of your 

product/service to a customer requesting a discount or comparing your product/service to a 

lower priced competitor. 
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Pick a participant and hold out two objects (pens, pieces of paper, etc.).  Offer to sell him 

one for Rs 1,000 and one for Rs 10.  Ask him which one he would like.  <<he will pick the Rs 

10>> 

 

Before you give it to him, explain a few things about the Rs 1,000 pen: 

 

The Rs 1,000 pen is guaranteed for life.  Even if you lose it, you can come back and get 

another one. 

 

do you still want the Rs 10 pen? 

 

If you show your pen at a gas station or movie theatre, you will automatically go to the front 

of the line – for as long as you own the pen. 

 

do you still want the Rs 10 pen? 

 

The Rs 10 pen will run out of ink in a week 

 

do you still want the Rs 10 pen? 

 

The Rs 1,000 pen retains 75% of its value – so you can sell it to someone else later on for 

Rs 750 

 

do you still want the Rs 10 pen? 

 

etc...  (you can be creative and add value statements) 

The point is that, eventually, someone will pay Rs 1,000 for a pen, proving that it is value, 

not price that drives decision-making.  
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GameGameGameGamessss    youyouyouyou    could play  could play  could play  could play  ----    2 (Throw the dice)2 (Throw the dice)2 (Throw the dice)2 (Throw the dice)    

 

This is a very powerful yet a very simple activity with very strong points and important sales 

lessons to learn from : 

Bringing a handful of dice , ask for 3 volunteers and hand each person only one. 

 

Tell them that their target is to throw six sixes in 30 seconds and you will time them. 

 

start your countdown and watch how frenzied it becomes when you start counting down loud 

near the end of the 30 seconds. 

 

Key learning points from this quick activity: 

 

- The more throws the more chances of hitting the six sixes. Selling is a numbers 

game , why wait till the deadline is near to start working and in our case here  

throwing 'selling'  at full force? why didn't they start throwing 'selling' quickly from 

the start. 

 

- One thing that could have really improved their chances in making the six sixes 

on time was if they used more dice. Ask them why didn't they ask for more dice? 

Linking this to selling shows the value of cross selling and up selling and asking 

ourselves what other potential exists?  or how can I expand my sales mix to this 

specific customer and digging through other possibilities to increase sales 

potential. 

 

You can expand more and uncover more examples and link this simple powerful activity to 

your sales situation.  This exercise is mainly used for sales people, but can be used also in 

the context of proper time management and how to direct effort to maximize results. 
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Analyze the collective strength of your marketing teamAnalyze the collective strength of your marketing teamAnalyze the collective strength of your marketing teamAnalyze the collective strength of your marketing team    

While not all employees may possess or excel at every skill, it’s important to recognize the 

strengths and weaknesses of your team, then train or hire staff to better accommodate your 

needs, or outsource them to marketing agencies or specialists. Below are brief descriptions 

of the core factors that you could asses your team: 

 

1. Data AnalysisData AnalysisData AnalysisData Analysis: There is a growing need to prove investment in marketing through 

ROI. Marketers must have strong analytical skills—the ability to interpret website and 

marketing data, gauge the success of a campaign, and communicate meaningful 

results. They must be able to turn information into intelligence, and intelligence into 

action. 

 

2. Public RelationsPublic RelationsPublic RelationsPublic Relations: PR encompasses any activity, online or offline, designed to improve 

communications and build relationships. This includes, but is not limited to: analyst 

relations, blogger relations, community relations, crisis communications, employee 

relations, media relations and public speaking. Marketing professionals with PR skills 

are valued assets in the modern marketing mix. How does your team measure up? 

 

3. Event Planning/ProductionEvent Planning/ProductionEvent Planning/ProductionEvent Planning/Production: How capable is your team at planning events for your 

business, networking purposes or other professional groups? Do they have 

connections with local vendors, venues and professionals? For event-focused 

organizations, this skill set is vital to executing a successful event. 

 

4. Graphic DesignGraphic DesignGraphic DesignGraphic Design: Visual storytelling is critical in modern marketing, and strong graphic 

design skills are key to enhancing the value and sharability of your marketing assets. 

Similar to coding/programming, teams need to either have capabilities in-house, or a 

trusted outsourced partner. 

 

5. Copywriting/PublishingCopywriting/PublishingCopywriting/PublishingCopywriting/Publishing: Marketers must be strong writers, as they construct the 

messaging that represents your company. They must write grammatically correct, 
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with creative style, persuasively and concise, and accommodate style the given 

format, be it a website landing page, email or traditional press release. 

 

6. Video Production/EditingVideo Production/EditingVideo Production/EditingVideo Production/Editing: Video is one of the most visually stimulating ways to 

engage your target audience. Does your marketing team have these capabilities, or 

do they partner with a reliable vendor? 

 

7. Mobile StrategyMobile StrategyMobile StrategyMobile Strategy:  We are constantly connected through mobile web browsers, social 

media, product and service apps, texting, and more. As smart phones continue to 

dominate the market and consumer usage rates increase, your team needs to have 

an understanding of how your company can make a play in mobile, and which format 

makes the most sense for your business and its customers. 

 

8. Social MediaSocial MediaSocial MediaSocial Media: Social networks are critical to marketing and customer service. More 

than ever, consumers turn to social media to receive updates from brands, consult 

with friends and read reviews of the businesses they interact with. How well does 

your marketing team integrate social media with their communication plan, and 

respond appropriately on behalf of the brand 

 

9. Email MarketingEmail MarketingEmail MarketingEmail Marketing: Opt-in email marketing is an effective way to reach your customers, 

leads and prospects, and can be used to distribute action-oriented messages, 

including company announcements, product updates, new premium content and 

more. Effective email marketers understand the buyer’s pathway, capture and target 

lists, segment messages for audiences, and tweak campaigns based on 

performance. How well does your marketing team integrate email solutions into their 

communication plan? 

 

10. Website ManagementWebsite ManagementWebsite ManagementWebsite Management: Your website is a lead-generation and multi-media content 

publishing tool. It gives your organization the ability to build a strong brand online that 

creates powerful connections with audiences, and drives business growth. The goal 

of your site should be to connect with audiences, drive qualified website traffic and 

generate leads. 
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11. Search Engine Optimization (SEOSearch Engine Optimization (SEOSearch Engine Optimization (SEOSearch Engine Optimization (SEO): According to a study, consumers reference 10.4 

sources of information before making a buying decision. Are they finding your 

company online? Does your marketing team have a keyword universe it utilizes to 

optimize website copy, social media accounts and updates, online listings, and PPC 

campaigns? How capable are they in driving inbound visitors to these channels 

through targeted keywords, and how does organic search impact your conversion 

rates and sales? 

 

12. Strategic PlanningStrategic PlanningStrategic PlanningStrategic Planning: The best plan is to prepare for perpetual change. The range of 

possible marketing activities can seem endless. What a marketing team must excel 

in is how they all work together as part of an integrated, strategic plan. How well does 

your team conceptualize the marketing strategy, select a course of action and 

determine upfront what the core KPIs of that program will be? 

Sales skills:Sales skills:Sales skills:Sales skills:    

The sales profession is undergoing some pretty radical changes. The buyer is in charge, 

field sales is moving inside, technology is transforming the profession. It’s so bad that some 

people are predicting that 15M sales jobs will disappear in the coming years. To survive in 

this environment, salespeople need a new set of skills. A core set of sales skills have been 

suggested by analyzing these trends and watching what makes some of the world’s best 

salespeople successful in the new sales environment. A salesperson should consider 

themselves as working primarily for their customers/clients, no matter who signs their pay 

checks. Your customers are the people who should matter most. Remember relationships 

are the key, and once you have established the relationship you have a long term customer 

who will have needs in various other fields, products and services.   

    

UNDERSTANDING THE BUYERUNDERSTANDING THE BUYERUNDERSTANDING THE BUYERUNDERSTANDING THE BUYER    

    

The most important of today’s sales skills is simply understanding the buyer. It’s the 

foundation of effective selling. But it involves more than just understanding who the buyer is. 

“This isn’t just about knowing what brand of coffee the buyer drinks”. Instead, it’s about 

identifying the experience that the buyer wants to have as they consider making a purchase 
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in your market. You buyer has a set of expectations about that experience and your job as a 

salesperson is to exceed those expectations. You can’t exceed them if you don’t understand 

the experience that the buyer wants to have. 

 

BUYERBUYERBUYERBUYER----RESPONSIVE SELLINGRESPONSIVE SELLINGRESPONSIVE SELLINGRESPONSIVE SELLING    

    

When a salesperson understands the buyer, they can engage in what’s called buyer-

responsive selling. The idea here is to provide the buyer with what they want, when they 

want it. For example, if your buyer needs a trial to evaluate your product but can’t allocate 

more than 30 minutes to it, give them a free trial. But don’t just give them any free trial. Give 

them a free trial that is easy to set up, easy to use, and really demonstrates the value of your 

product in five minutes or less. One other point – buyers like salespeople who have skills! 

 

THE PSYCHOLOGY OF BUYER ENGAGEMENTTHE PSYCHOLOGY OF BUYER ENGAGEMENTTHE PSYCHOLOGY OF BUYER ENGAGEMENTTHE PSYCHOLOGY OF BUYER ENGAGEMENT    

    

It’s remarkable how few salespeople know how to use psychology to more effectively 

engage the buyer. There are a variety of techniques you can use to create deeper 

engagement with your target buyers.  

 

ESTABLISHING TRUST WITH THE BUYERESTABLISHING TRUST WITH THE BUYERESTABLISHING TRUST WITH THE BUYERESTABLISHING TRUST WITH THE BUYER    

    

Buyers like to do business with people they trust. The stereotypical used car salesman just 

isn’t relevant anymore. Good salespeople view their ability to establish trust with the buyer 

as a core sales skill. Helping the buyer goes a long way in this regard, as does 

understanding what the buyer wants. 
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VALUE ADDITIONVALUE ADDITIONVALUE ADDITIONVALUE ADDITION    

    

If you are having a service station, guide your customer on how to maintain the vehicle, 

suggest cost savings, introduce new services related that are not directly related to you 

selling a product.  Give more than what the customer has paid.  

    

CONCISE COMMUNICATIONSCONCISE COMMUNICATIONSCONCISE COMMUNICATIONSCONCISE COMMUNICATIONS    

    

Given how busy the average buyer is today, a critical sales skill is to make sure that you 

communicate succinctly. The days of the silver-tongued, overly verbose salesperson are 

coming to an end. Buyers value how information is presented more than the information 

itself. Today, the preferred form of presentation is conciseness. A good rule here is to never 

try to communicate more than three important points in a single conversation with a buyer. 

 

CUSTOMERCUSTOMERCUSTOMERCUSTOMER----DRIVEN RESPONSIVENESSDRIVEN RESPONSIVENESSDRIVEN RESPONSIVENESSDRIVEN RESPONSIVENESS    

    

A lot of sales leaders and pundits like to talk about good salespeople are good listeners. We 

think that goes without saying and that the best salespeople take action based on what they 

hear from their customer. It’s not good enough to just listen. You need to internalize what the 

buyer just said and then do something about it. 

 

SALES SUBJECT MATTER EXPERTISESALES SUBJECT MATTER EXPERTISESALES SUBJECT MATTER EXPERTISESALES SUBJECT MATTER EXPERTISE    

    

Salespeople aren’t just vacuous portals anymore. They actually need to be subject matter 

experts in two areas. First, they need to understand the buyer. This involves knowing about 

the pressing issues that the buyer is facing and what the buyer wants as they work their way 

to a purchase. Second, salespeople need to know a lot about their own product or service. 
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ALWAYS BE HELPINGALWAYS BE HELPINGALWAYS BE HELPINGALWAYS BE HELPING    

    

Buyers don’t want to be closed; they want to be helped. That’s why always be helping is the 

new always be closing (we just published a post on Always Be Helping). ABH is more of a 

mindset than a skill. A lot of salespeople struggle with this, but you should try to remember it 

every time you interact with a buyer. 

 

COMPELLING STORYTELLINGCOMPELLING STORYTELLINGCOMPELLING STORYTELLINGCOMPELLING STORYTELLING    

    

Buyers also don’t want to hear about your product or service. Good salespeople know this 

and weave the product or service they’re selling into larger story that has an arc and ends 

with the customer receiving what they want (which is usually not your product). For example, 

when a business buys phone system, they don’t really want to buy a phone system – they 

want to grow their revenues and recognize that the phone is an effective tool for doing that. 

 

SALESPEOPLE AS COPYWRITERSSALESPEOPLE AS COPYWRITERSSALESPEOPLE AS COPYWRITERSSALESPEOPLE AS COPYWRITERS    

    

Salespeople must be able to write. It’s one of today’s most important sales skills given how 

much sales now uses email to communicate with buyers. There are a few rules to keep in 

mind when it comes to sales copywriting. First, the less you write, the better. Try to keep 

written communications short and sweet. Second, avoid using generic copy. You should take 

the time to personalize as many of your communications as possible. Third, use bullets to 

format your copy – lists are just easier for customers to digest. Finally, start and conclude 

your written communications with a call to action that asks the buyer to take a next step. 

 

SOCIAL ENGAGEMENT WITH BUYERSSOCIAL ENGAGEMENT WITH BUYERSSOCIAL ENGAGEMENT WITH BUYERSSOCIAL ENGAGEMENT WITH BUYERS    

    

Social media has given rise to the field of social selling. A lot of good salespeople now view 

their participation on Facebook, Twitter, and LinkedIn as one of the more effective sales 

skills. That’s all fine and good, but we’re not just talking about tweeting every now and then. 
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We’re talking about really engaging your buyers socially. Some of the best salespeople out 

there do things like organize dinners for groups of buyers that they are interested in getting 

to know. There’s very little selling that takes place at these mini-events.  

 

HELPING PROSPECTS ACHIEVE NEXT STEPSHELPING PROSPECTS ACHIEVE NEXT STEPSHELPING PROSPECTS ACHIEVE NEXT STEPSHELPING PROSPECTS ACHIEVE NEXT STEPS    

    

The buyer has less attention to give to you than ever before. That’s why it’s no longer good 

enough to agree on next steps. You actually need to help the buyer achieve those next 

steps. Let’s say a buyer that you’ve been working with needs to get the CEO’s approval 

before they can make the final decision. You should help the buyer achieve this next step by 

providing them with the information, content, and tools they need to persuade the CEO that 

your product or service is the right one. 

 

USING SALES TECHNOLOGY TO BOOST PRODUCTIVITYUSING SALES TECHNOLOGY TO BOOST PRODUCTIVITYUSING SALES TECHNOLOGY TO BOOST PRODUCTIVITYUSING SALES TECHNOLOGY TO BOOST PRODUCTIVITY    

    

Many sales organizations are using technology to become more efficient and shorten the 

length of the average sales cycle. Salespeople are actually busier than ever as evidenced by 

a recent CSO Insights report that shows that salespeople only spend 37% of their time 

actually selling. The salesperson that can use technology to become more productive has a 

significant advantage over their peers – they are able to spend more time selling.  

 

MANAGING THE PIPELINE LIKE A PORTFOLIOMANAGING THE PIPELINE LIKE A PORTFOLIOMANAGING THE PIPELINE LIKE A PORTFOLIOMANAGING THE PIPELINE LIKE A PORTFOLIO    

    

The best salespeople manage their pipeline much like a hedge fund manager would manage 

their portfolio. They invest time in a number of opportunities knowing that some will close 

and some will not. They track the performance of each opportunity, as well as the aggregate 

performance of their entire pipeline on a weekly, if not daily, basis. They are also able to 

conduct a “bottoms up” analysis of their pipeline at any time to determine where they sit 

relative to their quota target. 
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10. P10. P10. P10. Practical ractical ractical ractical 

BBBBookkeepingookkeepingookkeepingookkeeping    
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Introduction:Introduction:Introduction:Introduction:    

Bookkeeping involves the recording, on a daily basis, of a company’s financial transactions. 

With proper bookkeeping, companies are able to track all information on its books to make 

key operating, investing, and financing decisions. Accurate bookkeeping is also crucial to 

external users, which include investors, financial institutions, or the government that need 

access to reliable information to make better investment or lending decisions. Simply put, the 

entire economy relies on accurate and reliable bookkeeping for both internal and external 

users. 

 

Importance of BookkeepingImportance of BookkeepingImportance of BookkeepingImportance of Bookkeeping    

Proper bookkeeping gives companies a reliable measure of their performance. It also 

provides information on general strategic decisions and a benchmark for its revenue and 

income goals. In short, once a business is up and running, spending extra time and money 

on maintaining proper records is critical. 

Many small companies don’t actually hire full-time accountants to work for them because the 

costs are usually higher. Instead, small companies generally hire a bookkeeper or outsource 

the job to a professional firm. One important thing to note here is that many people who 

intend to start a new business sometimes overlook the importance of matters such as 

keeping records of every rupee spent. 

In order to properly implement bookkeeping, companies need to first choose which basis of 

accounting they will follow. Companies can choose between two basic accounting methods: 

the cash basis of accounting or the accrual basis of accounting. The difference between 

these types of accounting is based on when you, the company, actually record the sale 

(money inflow) or purchase (money outflow) in the books. 
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The basic steps of bookkeepingThe basic steps of bookkeepingThe basic steps of bookkeepingThe basic steps of bookkeeping    

1. Bookkeeping can be made simpler if you follow a logical set of steps. Here are three 

fundamental concepts that can help keep things in order when handling the books for 

a business. 

 

Prepare source documents for all transactions, operations, and other business 

events; source documents are the starting point in the bookkeeping process. When 

buying products, a business gets a purchase invoice from the supplier. When 

borrowing money from the bank, a business signs a promissory note payable, a copy 

of which the business keeps. When a customer uses a credit card to buy the 

business’s product, the business gets the credit card slip as evidence of the 

transaction. When preparing payroll cheques, a business depends on salary rosters 

and time cards. All of these key business forms serve as sources of information into 

the bookkeeping system — in other words, information the bookkeeper uses in 

recording the financial effects of the business’s activities. 

 

2. Determine and enter in source documents the financial effects of the transactions 

and other business events. Transactions have financial effects that must be recorded 

— the business is better off, worse off, or at least “different off” as the result of its 

transactions. Examples of typical business transactions include paying employees, 

making sales to customers, borrowing money from the bank, and buying products to 

sell to customers. The bookkeeping process begins by determining the relevant 

information about each transaction. The business’s establishes the rules and 

methods for measuring the financial effects of transactions. Of course, the 

bookkeeper should comply with these rules and methods. 

 

 

3. Make original entries of financial effects 

into journals and accounts, with 

appropriate references to source 

documents. Using the source document(s) 

for every transaction, the bookkeeper 
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makes the first, or original, entry into a journal and then into the business’s accounts. 

Only the official, established chart of accounts should be used in recording 

transactions. A journal is a chronological record of transactions in the order in which 

they occur — like a very detailed personal diary. In contrast, an account is a separate 

record, or page as it were, for each asset, each liability, and so on. One transaction 

affects two or more accounts. The journal entry records the whole transaction in one 

place; then each piece is recorded in the two or more accounts that are affected by 

the transaction. Entering transaction data correctly and in a timely manner is critically 

important. The prevalence of data entry errors was one important reason why most 

retailers started to use cash registers that read barcode information on products, 

which more accurately captures the necessary information and speeds up the data 

entry. 

 

4. Perform end-of-period procedures — the critical steps for getting the accounting 

records up-to-date and ready for the preparation of management accounting reports, 

tax returns, and financial statements. A period is a stretch of time — from one day to 

one month to one quarter (three months) to one year — that is determined by the 

business’s needs. A year is the longest period of time that a business would wait to 

prepare its financial statements. Most businesses need accounting reports and 

financial statements at the end of each quarter, and many need monthly financial 

statements. 

 

5. Compile the adjusted trial 

balance for the accountant, 

which is the basis for preparing 

reports, tax returns, and 

financial statements. After all 

the end-of-period procedures have been completed, the bookkeeper compiles a 

complete listing of all accounts, which is called the adjusted trial balance. Modest-

sized businesses maintain hundreds of accounts for their various assets, liabilities, 

owners’ equity, revenue, and expenses. Larger businesses keep thousands of 

accounts, and very large businesses may keep more than 10,000 accounts. In 

contrast, external financial statements, tax returns, and internal accounting reports to 

managers contain a relatively small number of accounts. For example, a typical 

external balance sheet reports only 25 to 30 accounts (maybe even fewer), and a 
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typical income tax return contains a relatively small number of accounts. The 

accountant takes the adjusted trial balance and groups similar accounts into one 

summary amount that is reported in a financial report or tax return. For example, a 

business may keep hundreds of separate inventory accounts, every one of which is 

listed in the adjusted trial balance. The accountant collapses all these accounts into 

one summary inventory account that is presented in the business’s external balance 

sheet. In grouping the accounts, the accountant should comply with established 

financial reporting standards and income tax requirements. 

 

 

 

 

 

6. Close the books — bring the bookkeeping for the fiscal year just ended to a close 

and get things ready to begin the bookkeeping process for the coming fiscal year. 

Books is the common term for a business’s complete set of accounts. A business’s 

transactions are a constant stream of activities that don’t end tidily on the last day of 

the year, which can make preparing financial statements and tax returns challenging. 

The business has to draw a clear line of demarcation between activities for the year 

(the 12-month accounting period) ended and the year yet to come by closing the 

books for one year and starting with fresh books for the next year. 

 

    
    
    
    
    



 

RE 

 

    
    
    
    
    
    
    
    
    

    

    

Duality Principal in AccountingDuality Principal in AccountingDuality Principal in AccountingDuality Principal in Accounting

Earlier transactions in the books of accounts were recorded under single entry system. 

Generally, most business owners understand a transaction as a single

instance, if a sale is made to a customer, only sales revenue will be recorded. However, the 

other side of the transaction relating to the receipt of cash or the grant of credit to the 

customer is not recognized by single entry.  

The system had some shortcomings as there was not a complete record of all the 

transactions. Also, problems were faced while prepari

faced as there was no self-balancing method of accounting which could guarantee, to some 

extent, the accuracy of the books of accounts. So, a need was felt for some uniformly 

accepted system of accounting which could h

to some extent. These problems were solved by the Double Entry System of accounting. 

aspect concept is the underlying basis for double the entry accounting system. The double 
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the transaction relating to the receipt of cash or the grant of credit to the 

by single entry.   

The system had some shortcomings as there was not a complete record of all the 

transactions. Also, problems were faced while preparing final accounts. Problems were also 

balancing method of accounting which could guarantee, to some 
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entry accounting system is based on the duality principle and was devised to account for all 

aspects of a transaction. This system has totally replaced the single-entry system. This 

system is now followed everywhere. Under this system of accounting, every transaction in 

business involves at least two accounts. Every transaction is entered into at least two 

accounts in the Ledger. In one, account, the transaction is entered on the Left-hand side i.e. 

on the debit side of the account and on the other account an entry for an equal amount is 

made on the Right-hand side of the account i.e. the credit side of the account. Therefore, 

under this system, transactions are classified as either “Debit” or “Credit.” The debit is the 

component of the transaction that accounts for an increase in assets and expenses, and a 

decrease in liabilities, equity and income. The credit is the portion of transaction that 

accounts for an increase in income, liabilities and equity, and a decrease in assets and 

expenses. The classification of debit and credit is structured in such a way that for each 

debit there is a corresponding credit and vice versa. Hence, every transaction will have 'dual' 

effects (debits and credits). The application of duality principle therefore ensures that all 

aspects of a transaction are accounted for in a company’s ledgers and financial statements. 

For example, suppose Nimal paid cash salaries to his staff. The two accounts affected are 

cash account and salaries account. As cash is going out of it, cash account is credited. 

Salaries are expenses for the business, salaries account is debited. Again, Samanmalee 

bought raw material for the production 

unit, the two accounts involved are Cash 

account and Purchases account. She paid 

carriage to transport goods to her factory; 

the two accounts involved are cash 

account and carriage account. She sold 

finished goods to customers on credit, the 

two accounts involved are the customer's 

personal account (debtor) and sales 

account. She also purchased furniture for 

her office on credit. The two accounts involved are furniture account and the personal 

account of the seller (creditor). Thus, we can see that every transaction has two aspects in 

the Double entry system of accountancy. Now which account is debited and which is to be 

credited depends on the types of accounts involved and the rules of debit and credit for that 
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type of account. The basic principle is that for every single transaction there are two entries – 

one to a “giving account” and a corresponding one to a “receiving account.” In principle it is 

said that you Credit (Cr) the giving account and Debit (Dr) the receiving account. The 

equation is termed the fundamental accounting equation because these relationships are so 

essential to the analysis and presentation of accounting information. The relationship 

between the Income Statement or Profit & Loss Account and the Balance Sheet is that profit 

increases an owner’s equity and a loss reduces it. The corresponding double entry effect is 

always on the ASSETS, increasing or reducing them.  



 

RE 
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Evolution of accountingEvolution of accountingEvolution of accountingEvolution of accounting 
    

    

    

    

    

    

    

    

    

    

Record KeepingRecord KeepingRecord KeepingRecord Keeping    

 

When one person or groups of persons choose to run a business, they must establish 

measures that will account for money or monies that come in and go out of business. This is 
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done through the use of record books. There are many reasons why you must write down all 

money that comes in and money that goes out of your business:  

a.a.a.a. Advantages of keeping records Advantages of keeping records Advantages of keeping records Advantages of keeping records     

• Record-keeping is crucial because you cannot keep everything in your head.  

• Memory is not good enough for proper research and planning.  

• You will know how much money you have received, how much you have spent 

and how you spend it. 

• You can calculate whether you are making a profit or a loss and also know your 

break-even point.  

• You can keep records of buying and selling on credit. That is, you will know 

whom your debtors are and how much they owe you, and who your creditors are 

and how much you owe them.  

• You can keep records of money coming in and going out of group businesses or 

projects. This will prevent misuse of money and avoid mistrust among group 

members.  

• It can help you in the monitoring and controlling of your stock levels, knowing 

when to make a new order and how much to order.  

• By comparing your actual record with your planned budget, you can determine if 

you are on the right track during your business year.  

 

b.b.b.b. CharacterCharacterCharacterCharacteristics of good record keeping istics of good record keeping istics of good record keeping istics of good record keeping     

A good record keeping system is easy to use and records the necessary information 

details. Depending on the complexity of the business, the amount of detail will vary. 

Some businesses will want to keep accurate records down to the enterprise or location 

level. Recommended documents for a good record keeping system include:  

• Business accounts for checking, savings, and investing and credit cards.  

• An income and expense ledger or appropriate software program to record all 

cash business transactions by date and category.  

• Inventory involves the physical counting and valuation. It is done at least annually 

at the end of the business fiscal or calendar year.  

• A depreciation schedule for all business assets showing asset basis:  

o Cost valuation  

o Market valuation  
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• A cost and market valuation balance sheet summarizing assets and liabilities of 

the firm.  

• An income statement listing  

o Receipts,  

o Expenses,  

o Accounts receivable and  

o Accounts payable.  

 

• These are some of the record books needed for good record keeping:  

o Cash Book  

o Inventory Record  

o Credit Record  

o Debtor Book  

o Labor Book 

• A statement of cash flows showing the source of cash inflows into the business 

and where business cash outflows went.  

• Enterprise records showing receipts and expenses by enterprises with some level 

of profitability analysis. 

 

c.c.c.c. Disadvantages of not keeping records or keeping poor records Disadvantages of not keeping records or keeping poor records Disadvantages of not keeping records or keeping poor records Disadvantages of not keeping records or keeping poor records     

• You will not know how much money you are earning, whether your business is 

making a profit or losing money.  

• You will not know why you are making a profit or losing money.  

• You will not be able to make good decisions that will allow you to make more 

money and save your business from losing money.  

• You will not know which customers owe you money, how much they owe you or 

how much you owe someone else.  

• Where groups of people work together, lack of a proper record-keeping system 

often leads to mistrust and accusations between groups and members. 

Managing AccountsManaging AccountsManaging AccountsManaging Accounts- The managing of any account of a business is important for the survival 

of that business finances. The proper management of the cash flow as it relates to receipts 

and payment from the company account will help to improve the business financial 

management system. Also the management of the books in terms of cash and bank 

accounts; bank reconciliation will serve as a guide for proper financial management.  
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Managing CashManaging CashManaging CashManaging Cash- Cash is the lifeblood of your business. Managed well, your company 

remains strong. Managed poorly, your business goes into cardiac arrest. If you haven't 

considered cash management an important issue, then you're probably undermining your 

business's shortterm stability and its long-term survival. But how can you manage business 

cash better? Start with understanding how good cash-management practices can affect your 

company's growth and survival of your business. To practice a more elaborate form ofcash 

management, you must be able to accurately assess your current cash position and get 

fairly reliable predictions at key intervals about how much you'll need to meet the company's 

expenses.  

 

Cash Flow StatementCash Flow StatementCash Flow StatementCash Flow Statement- What is Cash Flow? In financial accounting, a cash flow statement, 

also known as statement of cash flows or funds flow statement, is a financial statement that 

shows how changes in balance sheet accounts and income affect cash and cash 

equivalents, and breaks the analysis down to operating, investing, and financing activities. 

Essentially, the cash flow statement is concerned with the flow of cash in and cash out of the 

business. The statement captures both the current operating results and the accompanying 

changes in the balance sheet. As an analytical tool, the statement of cash flows is useful in 

determining the short-term viability of a company, particularly its ability to pay bills. People 

and groups interested in cash flow statements include:  

• Accounting personnel, who want to know whether the organization will be able to 

cover payroll and other actual expenses  

• Potential lenders or creditors, who 

want a clear picture of a company's 

ability to repay  

• Potential investors, who want to 

evaluate whether the company is 

financially sound  

• Potential employees or contractors, 

who want to know whether the 

company will be able to provide 

compensation  

• Shareholders of the business. 
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The cash flow statement was formerly known as the Flow of Cash Statement. The cash flow 

statement reflects a firm's liquidity. The balance sheet is a snapshot of a firm's financial 

resources and obligations at a single point in time, and the income statement summarizes a 

firm's financial transactions over an interval of time. These two financial statements reflect 

the accrual basis accounting used by firms to match revenues with the expenses associated 

with generating those revenues. The cash flow statement includes only inflows and outflows 

of cash and cash equivalents; it excludes transactions that do not directly affect cash 

receipts and payments. These non-cash transactions include depreciation or write-offs on 

bad debts or credit losses to name a few. The cash flow statement is a cash basis report on 

three types of financial activities: operating activities, investing activities, and financing 

activities. Non-cash activities are usually reported in footnotes.  

    

The cash flow statement is intended to: The cash flow statement is intended to: The cash flow statement is intended to: The cash flow statement is intended to:     

• Provide information on a firm's liquidity and solvency and its ability to change cash 

flows in future circumstances  

• Provide additional information for evaluating changes in assets, liabilities and equity  

• Improve the comparability of different firms' operating performance by eliminating the 

effects of different accounting methods  

• Indicate the amount, timing and likelihood of future cash flows 

The cash flow statement has been adopted as a standard financial statement because it 

eliminates allocations, which might be derived from different accounting methods, such as 

various timeframes for depreciating fixed assets. 

Importance of Cash Flows In the most general sense, cash flow for a business is simply the 

flow of cash through the organization over time. Cash flows are needed for the firm to 

survive and thrive. Cash is paid out in return for the inputs that are used in the manufacturing 

process (materials, labor, professional service to practice a more complicated form of cash 

management, you must be able to accurately assess your current cash position and do 

reasonably reliable predictions at key intervals about how much you'll need to pay the 

company's expenses expertise, etc.) and after goods or services are created and sold, the 
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revenues received advance cash that is used to fund further production and sales. Cash 

flows that are not reinvested in the production and sales process may be paid out to owners. 

For the firm, investments in various business projects provide future cash flows that 

contribute to the firm’s economic value. An understanding of how future cash flows are 

generated and what factors affect those flows is an integral part of making investment 

decisions that increase a firm’s economic value. Cash flows are also the core for non-profit 

organizations such as hospitals. Even if operating a non-profit organization, cash flow is 

needed to meet the various expenses associated with operating the organization. Cash 

flows are also the principal source of intrinsic (or economic) value for the firm or for any other 

type of financial investment. Private firms are valued using estimates of the future cash flows 

the business activity will be able to generate. Public companies have their common stock 

prices determined by supply and demand forces in the stock markets that are influenced by 

the cash flows the stock investments will return to investors over time. For the investors who 

are buying the stock, potential cash flows from different investment opportunities (including 

stocks) provide the information that allows them to decide where to invest their money. 

 

 For Incorporated companies, Statement of Cash Flows is a compulsory document to compulsory document to compulsory document to compulsory document to 

prepare with the set of Financial Statementsprepare with the set of Financial Statementsprepare with the set of Financial Statementsprepare with the set of Financial Statements. Unlike the Income Statement, it is not a not a not a not a 

part of double entry.part of double entry.part of double entry.part of double entry.    

 Instead it shows what has happened in the cashbook of the business. In big businesses 

such as Public Limited Companies the cashbook is very big and complicated. So a Cash Cash Cash Cash 

Flow Statement with totals of each transaction will help stakeholders to identify on what Flow Statement with totals of each transaction will help stakeholders to identify on what Flow Statement with totals of each transaction will help stakeholders to identify on what Flow Statement with totals of each transaction will help stakeholders to identify on what 

type of transactions money went motype of transactions money went motype of transactions money went motype of transactions money went more, what is more importantre, what is more importantre, what is more importantre, what is more important etc. 

 Simply a Cash Flow Statement is a summary of the cashbooka Cash Flow Statement is a summary of the cashbooka Cash Flow Statement is a summary of the cashbooka Cash Flow Statement is a summary of the cashbook.  

 For the easier understanding of the viewers, A Statement of Cash Flows is prepared prepared prepared prepared 

under 3 activitiesunder 3 activitiesunder 3 activitiesunder 3 activities, which are operating activities, investing activities and finaoperating activities, investing activities and finaoperating activities, investing activities and finaoperating activities, investing activities and financing ncing ncing ncing 

activities. activities. activities. activities.     

 As per LKAS 07 there are 2 methods to prepare the Statement of Cash Flows. That is 

through, 

1. Direct method 

2. Indirect method 
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 All 3 activities of a Cash Flow Statement, which are operating activities, investing operating activities, investing operating activities, investing operating activities, investing 

activities and financing activactivities and financing activactivities and financing activactivities and financing activities will be recorded under direct method and indirect ities will be recorded under direct method and indirect ities will be recorded under direct method and indirect ities will be recorded under direct method and indirect 

method.method.method.method.    

 The only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording 

operating activities.operating activities.operating activities.operating activities. 

 Under direct method,direct method,direct method,direct method,    cash receipts and payments of operating activities are clearly cash receipts and payments of operating activities are clearly cash receipts and payments of operating activities are clearly cash receipts and payments of operating activities are clearly 

shownshownshownshown and net cash flows from operating activities are found. 

 Under Indirect method, from the Net profit the net cashfrom the Net profit the net cashfrom the Net profit the net cashfrom the Net profit the net cash    flow from operating activities is flow from operating activities is flow from operating activities is flow from operating activities is 

reachedreachedreachedreached. 

 

Statement of Cash FlowsStatement of Cash FlowsStatement of Cash FlowsStatement of Cash Flows    under direct methodunder direct methodunder direct methodunder direct method    

ABC Ltd: Cash Flow Statement for the year ended 31ABC Ltd: Cash Flow Statement for the year ended 31ABC Ltd: Cash Flow Statement for the year ended 31ABC Ltd: Cash Flow Statement for the year ended 31stststst    MarMarMarMarch 2016ch 2016ch 2016ch 2016    

Cash flows from operating activitiesCash flows from operating activitiesCash flows from operating activitiesCash flows from operating activities    

Cash sales 

Receipts from customers 

Receipts from other incomes – commissions, rent 

Payments to creditors 

Payments to operating expenses 

                Cash generated from operations 

Interest paid 

Income tax paid 

                Net cash flow generated from operating 

activities 

 

Cash flows from investing activitiesCash flows from investing activitiesCash flows from investing activitiesCash flows from investing activities    

Purchase of property plant and equipment 

Purchase of other company shares and debentures 

Sale of Property Plant and equipment 

Sale of other company shares and debentures 

Interest income received 

Dividends income received 

                 Net cash flow generated from investing 

Rs. 

XXX 

XXX 

XX 

(XXX) 

(XX) 

XXX 

(XX) 

(XX) 

 

 

 

(XXX) 

(XX) 

XXX 

XX 

XX 

XX 

 

 

Rs. 

 

 

 

 

 

 

 

 

XXX 

 

 

 

 

 

 

 

 

(XXX) 
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activities 

 

Cash flows from financing activitiesCash flows from financing activitiesCash flows from financing activitiesCash flows from financing activities    

Cash received from share issue 

Proceeds from long-term loan 

Proceeds from issue of debentures 

Repayments of loans 

Finance lease rental paid 

Dividends paid 

               Net cash flow generated from financing 

activities 

Net increase/decrease in cash and cash equivalents 

Cash and cash equivalents in the beginning of the 

period 

Cash and cash equivalents in the end of the period 

 

XXX 

XXX 

XXX 

(XXX) 

(XX) 

(XX) 

 

 

 

 

 

 

 

XXX 

XXX 

XX 

XXX 

 
Statement of Cash FlowsStatement of Cash FlowsStatement of Cash FlowsStatement of Cash Flows    under indirect methodunder indirect methodunder indirect methodunder indirect method    

ABC Ltd: Cash ABC Ltd: Cash ABC Ltd: Cash ABC Ltd: Cash Flow Statement for the year ended 31Flow Statement for the year ended 31Flow Statement for the year ended 31Flow Statement for the year ended 31stststst    March 2016March 2016March 2016March 2016    

Cash flows from operating activitiesCash flows from operating activitiesCash flows from operating activitiesCash flows from operating activities    

Net profit before tax 

AdjustmentsAdjustmentsAdjustmentsAdjustments    

Depreciation 

Profit/loss on disposal of NCA 

Bad debts 

Under/over provisions 

Accrued expenses 

Stock written off 

Interest expense 

Investment income 

                     Operating profit before working capital 

changes 

Adjustment of working capital changesAdjustment of working capital changesAdjustment of working capital changesAdjustment of working capital changes    

Rs. 

XXX 

 

XX 

(XX)/XX 

XX 

XX/(XX) 

XX 

XX 

XX 

(XX) 

XXX 

 

(XX)/XX 

Rs. 
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Inventories – increase/decrease 

Trade debtors – increase/decrease 

Prepayments – increase/decrease 

Trade creditors – increase/decrease 

Accruals – increase/decrease  

                    Cash generated from operations 

Interest paid  

Income tax paid 

                   Net cash generated from operating 

activities 

 

Cash flows from investing activitiesCash flows from investing activitiesCash flows from investing activitiesCash flows from investing activities    

Purchase of property plant and equipment 

Purchase of other company shares and debentures 

Sale of Property Plant and equipment 

Sale of other company shares and debentures 

Interest income received 

Dividends income received 

                 Net cash flow generated from investing 

activities 

 

Cash flows frCash flows frCash flows frCash flows from financing activitiesom financing activitiesom financing activitiesom financing activities    

Cash received from share issue 

Proceeds from long-term loan 

Proceeds from issue of debentures 

Repayments of loans 

Finance lease rental paid 

Dividends paid 

               Net cash flow generated from financing 

activities 

Net increase/decrease in cash and cash equivalents 

Cash and cash equivalents in the beginning of the 

(XX)/XX 

(XX)/XX 

XX/(XX) 

XX/(XX) 

XXX 

(XX) 

(XX) 

 

 

 

(XXX) 

(XX) 

XXX 

XX 

XX 

XX 

 

 

 

XXX 

XXX 

XXX 

(XXX) 

(XX) 

(XX) 

 

 

 

 

 

 

 

XXX 

 

 

 

 

 

 

 

 

(XXX) 

 

 

 

 

 

 

 

 

XXX 

XXX 

XX 

XXX 
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period 

Cash and cash equivalents in the end of the period 

 

 The only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording only difference between direct method and indirect method is when recording 

operating activities.operating activities.operating activities.operating activities. In the indirect method, from the Nfrom the Nfrom the Nfrom the Net profit the net cashflow from et profit the net cashflow from et profit the net cashflow from et profit the net cashflow from 

operating activities is reachedoperating activities is reachedoperating activities is reachedoperating activities is reached. 

 The only difference between net profit and cashflows is the nononly difference between net profit and cashflows is the nononly difference between net profit and cashflows is the nononly difference between net profit and cashflows is the non----cash itemscash itemscash itemscash items which are 

present in net profit as a result of applying the accruals concept.  

 So net profit before tax is recorded So net profit before tax is recorded So net profit before tax is recorded So net profit before tax is recorded andonly the items in the Income Statement which andonly the items in the Income Statement which andonly the items in the Income Statement which andonly the items in the Income Statement which 

were not received/paid in cash are adjusted.were not received/paid in cash are adjusted.were not received/paid in cash are adjusted.were not received/paid in cash are adjusted. 

 Any itemAny itemAny itemAny item which was added when calculating net profitis deductedadded when calculating net profitis deductedadded when calculating net profitis deductedadded when calculating net profitis deducted and any itemany itemany itemany item which 

was deducted when calculating net profit is addeddeducted when calculating net profit is addeddeducted when calculating net profit is addeddeducted when calculating net profit is added under adjustments. This is done to 

remove the effect of non-cash items from the net profit and reach cashflows from 

operations. 

 

 Since interest paid should be separately shown, interest expense is removed from Net Since interest paid should be separately shown, interest expense is removed from Net Since interest paid should be separately shown, interest expense is removed from Net Since interest paid should be separately shown, interest expense is removed from Net 

profitprofitprofitprofit and interest paid will be shown after cash generated from operations. If If If If 

prepayments/accruals related to interest are present, then interest expense will not be prepayments/accruals related to interest are present, then interest expense will not be prepayments/accruals related to interest are present, then interest expense will not be prepayments/accruals related to interest are present, then interest expense will not be 

equal to interest paid.equal to interest paid.equal to interest paid.equal to interest paid.    

 If net profit after tax is taken, then income tax also should be adjusted in the 

adjustments. Income tax paid is the cash element not income tax expense. 

 

 Changes in working capital also happen due to operating activitiesChanges in working capital also happen due to operating activitiesChanges in working capital also happen due to operating activitiesChanges in working capital also happen due to operating activities. Working capital 

includes current assets and current liabilities. So any change in current asset and current So any change in current asset and current So any change in current asset and current So any change in current asset and current 

liabilityliabilityliabilityliability will affect cashflows from operating activities. So they are adjustedare adjustedare adjustedare adjusted. 

 If the balance of a current asset increases during the yearbalance of a current asset increases during the yearbalance of a current asset increases during the yearbalance of a current asset increases during the year, then it is assumed that cash 

has decreased. So that change in current asset is deducteddeducteddeducteddeducted. And if the balance of a balance of a balance of a balance of a 

current asset decreases during the yearcurrent asset decreases during the yearcurrent asset decreases during the yearcurrent asset decreases during the year, then that change in current asset is addedaddedaddedadded. 

 If the balance of a current liability increases during the yearbalance of a current liability increases during the yearbalance of a current liability increases during the yearbalance of a current liability increases during the year, then it is assumed that cash 

has increased. So that change in current liability is addedaddedaddedadded. And if the balance of a current balance of a current balance of a current balance of a current 

liability decreases during the yearliability decreases during the yearliability decreases during the yearliability decreases during the year, then that change in current liability is deducteddeducteddeducteddeducted. 
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 After adjusting the nonAfter adjusting the nonAfter adjusting the nonAfter adjusting the non----cash items and working capital changes to net profit before tax, cash items and working capital changes to net profit before tax, cash items and working capital changes to net profit before tax, cash items and working capital changes to net profit before tax, 

cash generated from operations is reached. To that interest paid and income tax paidcash generated from operations is reached. To that interest paid and income tax paidcash generated from operations is reached. To that interest paid and income tax paidcash generated from operations is reached. To that interest paid and income tax paid 

(which are separately shown) are adjustare adjustare adjustare adjusted to reach Net cash flow generated from ed to reach Net cash flow generated from ed to reach Net cash flow generated from ed to reach Net cash flow generated from 

investing activities.investing activities.investing activities.investing activities.    

 In any business, the answer for net cash flow generated from investing activities under In any business, the answer for net cash flow generated from investing activities under In any business, the answer for net cash flow generated from investing activities under In any business, the answer for net cash flow generated from investing activities under 

direct and indirect method should be equal. direct and indirect method should be equal. direct and indirect method should be equal. direct and indirect method should be equal.     

 

IncomeIncomeIncomeIncome    

o Income is the money earned by the business. There are two types of income: 
o Basic income is derived from the sales of goods and services that 

are the core focus of your business. 
o Ancillary income is derived from non-core activities such as interest 

earned or rents collected from properties owned by the business. 
o It is important to know where your income is coming from. Every successful 

business needs to know what activities are generating revenue.  
o You may want to structure your income accounts to include 

separate accounts for different revenue streams. 
o If your basic income is lower than your ancillary income, you will 

need to find out why and make the appropriate changes.  
 

 

ExpensesExpensesExpensesExpenses    

Expenses represent the costs of operating your business. They include labor and the 
resources you consume during  certain period  (month, quarter, or year) in order to 
earn income. These include items such as: 

o Salaries 
o Phone and utility bills, including mobile phone service 
o Travel costs 
o Interest and other borrowing costs 
o Office supplies and stationary 
o Rents 
o Depreciation of assets 
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o You must understand that not all cash outflows are considered expenses. For 
example, money spent on inventory or for the acquisition of a fixed assets, 
such as property, machines, or computers, are not expenses.  

o To calculate the profit or loss in a business, subtract all expenses in a period 
from the income in the same period. 

o If income exceeds expenses, you have a profit. 
If expenses exceed income, you have a loss. 

AssetsAssetsAssetsAssets    

 Assets are items with an economic value that are expected to benefit the owner. 
Assets are divided into two categories: 

 Current or short-term assets. These assets are cash or are expected to be converted 
to cash within one year. They typically include: 

 Cash on-hand and cash in your bank account 
 Accounts receivable 
 Inventories 

 Long-term or fixed assets are not expected to be converted to cash within one year. 
They include: 

 Buildings 
 Land 
 Machinery 
 Vehicles 
 Computers 
 An asset is never expensed. Instead, it depreciates over its useful life. 

 The useful life is the number of years an asset is expected to remain in service. This 
is usually included in the country’s tax laws. 

 Different classes of assets have different useful lives. For example, buildings have a 
longer useful life than computers. 

 You reduce the value of an asset in your books by depreciating it over its useful life, 
usually by the same amount each year, until its book value is zero. 

 The value of the depreciation is recorded as an expense and reduces profits. This 
may help reduce your tax liability. 

 

LiabilitiesLiabilitiesLiabilitiesLiabilities    

 Liabilities are what you owe. They are classified into two categories. 
 Current liabilities are obligations due within one year. These typically include: 

• Short-term loans 



 

RE 

 

• Accounts payable
• Taxes that you owe but might not have to pay until a future date

 Long-term liabilities are
include long-term loans or notes. 

 Capital or owner’s equity may also be grouped with liabilities. This is because the 
owner and the business are considered to be separate entities, so this amo
what the owner has effectively lent to the business. 

 An important formula to remember is: Assets = Liabilities + Equity.
 

Cash BookCash BookCash BookCash Book    

 A cash or bank book is used to track cash in and out of your business. This 
enables you to know your cash balance.
separate ledgers for bank
transactions. 

o Bank-related transactions are deposits and withdrawals from your 
bank account. These are the result of checks, electronic transfers, 
cash transa

o Petty cash refers to transactions involving small amounts of physical 
cash (bills and coins) that you keep on
purchases and payments. 

 You should update your cash book regularly with the inform
other records you may use (e.g., sales sheet, payment log, expense ledger, 
etc.).  

o Deposits increase cash and are classified as debits.
o Withdrawals decrease cash and are classified as credits.

 When using a cash book:

Business Start
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Accounts payable 
Taxes that you owe but might not have to pay until a future date

term liabilities are obligations that are not due within one year. These typically 
term loans or notes.  

Capital or owner’s equity may also be grouped with liabilities. This is because the 
owner and the business are considered to be separate entities, so this amo
what the owner has effectively lent to the business.  
An important formula to remember is: Assets = Liabilities + Equity. 

A cash or bank book is used to track cash in and out of your business. This 
enables you to know your cash balance. A business can choose to keep 
separate ledgers for bank-related cash transactions and petty cash 

related transactions are deposits and withdrawals from your 
bank account. These are the result of checks, electronic transfers, 
cash transactions, bank fees, and interest. 
Petty cash refers to transactions involving small amounts of physical 
cash (bills and coins) that you keep on-hand in your office for daily 
purchases and payments.  

You should update your cash book regularly with the inform
other records you may use (e.g., sales sheet, payment log, expense ledger, 

Deposits increase cash and are classified as debits.
Withdrawals decrease cash and are classified as credits.

When using a cash book: 
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Taxes that you owe but might not have to pay until a future date 
obligations that are not due within one year. These typically 

Capital or owner’s equity may also be grouped with liabilities. This is because the 
owner and the business are considered to be separate entities, so this amount is 

 

 

A cash or bank book is used to track cash in and out of your business. This 
A business can choose to keep 

related cash transactions and petty cash 

related transactions are deposits and withdrawals from your 
bank account. These are the result of checks, electronic transfers, 

Petty cash refers to transactions involving small amounts of physical 
hand in your office for daily 

You should update your cash book regularly with the information from any 
other records you may use (e.g., sales sheet, payment log, expense ledger, 

Deposits increase cash and are classified as debits. 
Withdrawals decrease cash and are classified as credits. 
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o Use enough description i
understand the purpose of the transaction if you need to refer to it a 
later date.

o Include the check numbers when receiving or paying with a check.
 Many upstart businesses will maintain accounts using this type

because of its simplicity. However, as a company grows, a cash book may 
not be adequate. On the next slide, we will discuss the use of a journal for 
companies with more advanced accounting needs. 
 

General LedgerGeneral LedgerGeneral LedgerGeneral Ledger    

 The general ledger contains a se
has an assigned number. 

 All accounts under an account head should start with the same 
number.

 For example, use: 1 for assets, 2 for liabilities, 3 for capital or 
equity, 4 for expenses, and 5 for income.

 After journalizing entries, you will post each line item into the appropriate 
account in the  general ledger.

Business Start
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Use enough description in the detail category so that you will easily 
understand the purpose of the transaction if you need to refer to it a 
later date. 
Include the check numbers when receiving or paying with a check.

Many upstart businesses will maintain accounts using this type
because of its simplicity. However, as a company grows, a cash book may 
not be adequate. On the next slide, we will discuss the use of a journal for 
companies with more advanced accounting needs.  

 

The general ledger contains a separate sheet each for account. Each account 
has an assigned number.  

All accounts under an account head should start with the same 
number. 
For example, use: 1 for assets, 2 for liabilities, 3 for capital or 
equity, 4 for expenses, and 5 for income. 

ournalizing entries, you will post each line item into the appropriate 
account in the  general ledger. 
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n the detail category so that you will easily 
understand the purpose of the transaction if you need to refer to it a 

Include the check numbers when receiving or paying with a check. 
Many upstart businesses will maintain accounts using this type of book 
because of its simplicity. However, as a company grows, a cash book may 
not be adequate. On the next slide, we will discuss the use of a journal for 

parate sheet each for account. Each account 

All accounts under an account head should start with the same 

For example, use: 1 for assets, 2 for liabilities, 3 for capital or 

ournalizing entries, you will post each line item into the appropriate 
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 This may seem redundant, but this is the process used to move 
entries from the journal into the correct accounts. The journal itself 
is simply a list of your unclassified transactions. 

 Transactions must be classified because you can only perform an 
analysis of your income, expenses, assets, and liabilities when 
entries are posted correctly. 

 Make sure you do the following when you record each debit or credit into the 
appropriate numbered account: 

 In the general ledger, reference the journal code in the Folio 
column 

 In the journal, input the account number for each line item in the 
Folio column.  

 Once you have posted all entries to the general ledger, you can 
total the balances for each account. In the next session, we will 
discuss how these totals are used for financial reporting. 

 

Final AccountsFinal AccountsFinal AccountsFinal Accounts    

 Final Accounts are comprised of three financial statements. They are the Profit & 
Loss Statement; the Cash Flow Statement; and the Balance Sheet. 

 By reading these statements together we get a complete picture of how a 
business is performing financially. The three financial statements are divided into 
two categories: 

 The first category of statements summarizes all financial transactions over a 
designated period of time, such as a month, quarter, or year. This includes: 

o The Profit & Loss statement (also known as the income statement) 
summarizes a company’s income and expenses. 

o The Cash Flow statement summarizes the movements of cash in 
and out of a business. 

o The second category of statements shows a snap shot of a 
company’s assets, liabilities, and equity at a particular point in time. 
It is known as the Balance Sheet. 
 

Profit and Loss Statement Profit and Loss Statement Profit and Loss Statement Profit and Loss Statement     

 The Profit & Loss statement, also known as the P&L or Income Statement, measures 

profit or loss for a specific period of time. That period is typically a month, a quarter or 

year. 
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 The Income Statement uses the summarized information from the income and 

expense accounts in the general ledger to report profits or losses in a business. 

o It is absolutely critical that you understand that only income and expense 

accounts are used in a P&L.  

o Asset, liability, and equity accounts are only used on the Balance Sheet. 

o If income exceeds expenses, you have a profit. 

o If expenses exceed income, you have a loss. 

 

Statement of Comprehensive Income 

Profit or Loss for the Period 

 All items of income and expense recognised in a period shall be included in profit or loss unless 
a Standard requires otherwise. 

 
Information to be presented on the Face of the Income Statement 

 As a minimum, the face of the income statement shall include line items that present the 
following amounts for the period: 
a) Revenue; 
b) Finance costs; 
c) Tax expense; 
d) Profit or loss. 

 
Trading, Profit and Loss Account 

 The Trading, Profit and Loss a/cis part of the double entry and at the end of the accounting 
period; closing entries are performed to include incomes and expenses to the income statement.  

 Expenses are debited and incomes are credited to the income statement. 
 The Trading, Profit and Loss a/cprepared in the vertical format is as follows. 
 

ABC Ltd, Trading, Profit and Loss a/c for the year ended 31.03.2016 
 
Sales 
Return Inwards 
Net Sales 
Cost of Sales 
Opening Stock 
Purchases 
Return Outwards 
Carriage Inwards 
Closing Stock 
Gross Profit 
 
Other income 
Discounts Received 

Rs. 
 
 
 
 
 

 
 
 
 
 
 
 
 

Rs. 
 
 
 
 

XX 
XXX 
(XX) 

XX 
(XX) 

 
 
 

XX 

Rs. 
XXX 
(XX) 
XXX 

 
 
 
 

 
(XXX) 

XXX 
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Commissions 
Rent Income 
Profit on Disposal of NCA 
Over Provision of Doubtful debts 
Investment Income 
 
Expenses 
Administration &Establishment 
Expenses 
Depreciation of Building 
Depreciation of Office 
Equipment 
Maintenance& Repairs 
Salaries 
Electricity 
Insurance 
Rent &Rates 
Sundry Expenses 
Sales &Distribution Expenses 
Depreciation on motor vehicles 
Maintenance& Repairs of MV 
Sales Staff Salaries 
Advertising 
Sales Commission 
Bad Debts 
Under provision of Doubtful 
debts 
Carriage Outwards 
Discounts Allowed 
 
Finance and Other Expenses 
Loan Interest 
Bank Charges 
Overdraft charges 
Stock Loss 
Other losses 
Net Profit before tax 

 
 
 
 
 
 
 
 
 

XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 

 
XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 

 
 

XX 
XX 
XX 
XX 
XX 

XX 
XX 
XX 
XX 
XX 

 
 
 
 
 
 
 
 
 
 
 

XX 
 
 
 

 
 
 
 
 
 

XX 
 

 
 
 
 
 

XX 

 
 
 
 

XXX 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 

(XX) 
XXX 
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Balance Sheet Balance Sheet Balance Sheet Balance Sheet     

 The Balance Sheet is a statement that shows the financial strength of a company 
by summarizing its assets, liabilities and equity on a specific date.  

 The information contained in this report is derived from the 
balances of the relevant accounts in your general ledger. 

 However, the day after a balance sheet is generated, it is already 
outdated, as there will likely be balance changes for cash, 
inventories and other items. This is why the data is only good for a 
specific date. 

 The elements of the Balance Sheet are: 
 Assets: What the business owns, including cash, inventory, 

accounts receivable, machinery, land, and equipment. 
 Liabilities: What the business owes, including accounts payable, 

loans, and items payable in the future. 
 Equity: The amount the owners have invested in the company. It 

may also be considered the value of the company. 
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 It is important to note that Assets = Liabilities + Equity.  
 If this is not true when you generate the Balance Sheet, it means 

your information is out of balance. 
 You must research your accounts to determine where the error is. 

 

 

Information to be presented on the Face of the Balance Sheet 

 As a minimum, the face of the balance sheet shall include line items that present the following 
amounts: 

 
a) Property, plant and equipment; 
b) Investment property; 
c) Intangible assets; 
d) Financial assets (excluding amounts shown under (e), (h) and (i)); 
e) Investments accounted for using the equity method; 
f) Biological assets; 
g) Inventories; 
h) Trade and other receivables; 
i) Cash and cash equivalents; 
j) Trade and other payables; 
k) Provisions; 
l) Financial liabilities (excluding amounts shown under (j) and (k)); 
m) Liabilities and assets for current tax; 
n) Deferred tax liabilities and deferred tax assets; 
o) Minority interest, presented within equity; and 
p) Issued capital and reserves attributable to equity holders of the parent. 
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Balance Sheet 

 A balance sheet is a descriptive record of the balanced sheet equation.Balance Sheet is a 
statement and not part of double entry. 

 Because the level where the assets, liabilities & capital of the business stand will change 
dailyStatement of Financial Position is prepared on a certain date. 

 The balance sheet in the vertical format is as follows. 
 
 

ABC Ltd, Balance Sheet as at 31.03.2016 
Noncurrent Assets 
 
Land & buildings 
Motor vehicle 
Machinery 
Furniture & fittings 
 
Goodwill 
Investments 
 
Current Assets 
Closing stock 
Debtors 
Provision for doubtful debts 
Prepayments 
Receivable income 
Bank 
Cash& Cash Equivalents 
Total Assets 
 
Capital 
Stated Capital 
Preference Shares 
Revaluation reserve 
General reserve 
Retained Earnings 
 
Noncurrent Liabilities 
Bank loan 
Mortgages 
Provisions  
Finance Lease 
 
Current Liabilities 
Creditors 
Accrued expenses 
Income received in advance 

Cost 
 
XXX 

XX 
XX 
XX 

XXX 
 
 

 
 
 

XX 
(X) 

Accumulated 
Depreciation 

(XX) 
(XX) 
(XX) 
(XX) 
(XX) 

 
 
 
 

XX 
 

XX 
XX 
XX 
XX 
XX 

 
 
 

XX 
XX 
XX 
XX 
XX 

 
 

XX 
XX 
XX 
XX 

 
 

XX 
XX 
XX 

Net 
Carrying 

Value 
XXX 

XX 
XX 
XX 

XXX 
XX 
XX 

 
 
 
 
 
 
 
 

XX 
XXX 

 
 
 
 
 
 

XXX 
 
 
 
 
 

XX 
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Bank overdrafts 
Tax payable 
Finance Lease 
Total Capital & Liabilities  

XX 
XX 
XX 

 

 
 
 

XX 
XXX 

 
 The Balance Sheet is just as same as the sole proprietor or partnership final accounts.  
 Under capital balances, the balance of the ordinary share capital, preference shares, any 

reserves and retained profits are shown because in an incorporated company, they are the 
items invested by the owners and which belongs to them. 

 In current liabilities under finance lease, the difference between next year’s lease instalment 
payable and next year’s interest payable is recorded.  

 Then in noncurrent liabilities under finance lease, the difference between remaining balance in 
the lessor’s a/c and remaining balance in the accrued lease interest a/c is recorded.  

 Any income tax payable to IRD is also recorded as a current liability. 
 
 
 

Business OwnershipBusiness OwnershipBusiness OwnershipBusiness Ownership 
Ownership forms related to micro, small and medium enterprises are: 

• Sole proprietorship (owned by one person) 

• Partnership (owned by a few persons, could be 2-20) 

• Co-operative (owned by a large group) 

    

a) Sole Proprietorship/ Sole Tradera) Sole Proprietorship/ Sole Tradera) Sole Proprietorship/ Sole Tradera) Sole Proprietorship/ Sole Trader    

In this form of ownership, the whole business is owned by a single person. 

• The owner enjoys all the profits of the business but also accepts all losses. 

• This single owner has complete freedom to manage the affairs of the 

• business as he desires; he is answerable to nobody. 

• The owner’s liability is unlimited. That is in settling the debts of the business 

• if the business assets are insufficient, the personal assets will also be taken. 

• Being owned by a single person, the resources of the business are limited. 

    

b) Partnershipb) Partnershipb) Partnershipb) Partnership    

Here, two or more persons join to start a business. 
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• The owners collectively are called the company, and individually, partners. 

• The profits and losses are shared by the partners in agreed proportions. 

• Their liability towards the firm’s debts is unlimited. 

• Freedom of conducting the affairs of the business is restricted as the partner is liable 

to the other partners. 

• Since more than one person is involved, the resources of the firm are usually 

more. 

• A partnership could also be formed to combine the resources required for the 

enterprise. Resources could include skills, money, land, raw material etc. 

 

 

 

 

 

c) Coc) Coc) Coc) Co----operative and Group Ownership operative and Group Ownership operative and Group Ownership operative and Group Ownership     

A co-operative is when people come together to do business with a common purpose and 

intent.  

• In a co-operative form of ownership, a large number of persons collectively own 

the enterprise and are involved in its activities. The part owners are called 

members.  

• All the members contribute an equal amount towards capital, share the profits 

equally and have equal rights.  

• Since a large number of owners are involved, the management of the cooperative 

is entrusted to a small group of members who are elected by the many.  

• The financial asset is crucial. The liability of the members is limited.  

• That is even if the assets of the co-operative are insufficient to satisfy the debts, 

the members’ personal assets cannot be touched.  

• A co-operative is also much more powerful than individuals or partnerships.  

• A co-operative represents a large group of people and, quite often, this gives its 

access to Government programs and developmental agencies, which offer 

financial assistance in the form of grants or interest-free loans. 
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A business owned by multiple individuals may be referred to as a company; although that 

term also has a more precise definition.  

Note: In these three categories of business ownership, it is essential to establish appropriate 

bookkeeping and financial management of the finances of these forms of business. Money 

coming in and money going out must be recorded in the various books of the business for 

good management of record keeping. 

 

 

 

 

 

 

 

ActiActiActiActivity  vity  vity  vity  ––––    Consequences of Poor Record KeepingConsequences of Poor Record KeepingConsequences of Poor Record KeepingConsequences of Poor Record Keeping    

    

ObjectiveObjectiveObjectiveObjective    Describe the consequences poor record financial record keeping in a 
business. 

MaterialsMaterialsMaterialsMaterials    None 

DurationDurationDurationDuration    25 minutes 

ProcessProcessProcessProcess    2. Explain the activity’s objective. 

3. Form groups of 5 to 6 participants. 

4. Ask participants to consider the case of a supermarket owner who 
does not organize his receipts or keep written records of finacial 
transactions.  

a. When asked, the owner says all of the information about 
the fiancial activity in his business are “in his head.” 

b. What are the likely consequences of not filing receipts or 
maintaining organized ledgers for this business? 
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5. Give the groups 5-10 minutes to discuss the scenario and come 
up with an answer to the question. 

6. A representative from each group will present their answers to the 
class. 

ConclusionConclusionConclusionConclusion    

    

• If you do not maintain records in an organized way, you will 
eventually lose track of your money. 

• You may even run out of cash before you realize there is a 
problem. 

• Receipts should be filed as soon as you receive them and the 
transaction should immediately be recorded in your books. 

• As time passes, if source documents are not filed and 
transactions recorded, there is a greater chance for that the 
document will be lost and that a transaction will be forgotten. 

 

Exercise Exercise Exercise Exercise ––––    AAAAccounting Information and Decision Makingccounting Information and Decision Makingccounting Information and Decision Makingccounting Information and Decision Making    

The owner of the Green Planet Supermarket wants to assess last year’s business 

performance after one year of operation. The shop’s accountant presents him with the 

following reports:  

1. Detailed report of existing assets  
2. Report of tax paid for the year, and tax to be paid 
3. Year-end report showing assets, liabilities and equity  
4. Consolidated report of taxable profit  
5. Report of inbound and outbound cash movements for the year 
6. Report of earnings and expenses for the year 
7. Report of changes to equity during the year 

 

In your opinion, what are the three most important reports that the owner of the Green Planet 

Supermarket should become acquainted with? Why?  

Groups have 5 minutes to discuss and come up with an answer. 

 

CalcuCalcuCalcuCalculate NBT and Income Taxlate NBT and Income Taxlate NBT and Income Taxlate NBT and Income Tax    
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Perform the tax calculations below. 
 
 
1. Raj is the owner Shakthi Supermarket. Last year, his income for the year was 1,800,000. 

Calculate the income tax he owes. Recall the tax rates: 
 

Taxable incomeTaxable incomeTaxable incomeTaxable income    RateRateRateRate    

0 to Rs. 500,000 4% 

Rs. 500,000 to Rs. 1,000,000 8% 

Rs. 1,000,000 to Rs. 1,500,000 12% 

Rs. 1,500,000 to Rs. 2,000,000 16% 

Rs. 2,000,000 to Rs. 3,000,000 20% 

Rs. 3,000,000 and over 24% 

 
 
 
 
2. Shakthi Supermarket has following sales information for the previous fiscal year. What is 

the amount of NBT payable at the end of the fiscal year? 
 
 

Quarter Sales 

1 14,670,000 

2 18,880,000 

3 17,910,000 

4 21,010,000 

 
 

a. Calculate the total turnover for the year. 
 
 
 

b. Tax free turnover is 50% of total turnover. Calculate the tax-free turnover and 
taxable turnover. (Hint – since they are both 50% of the total, they are the same 
amount). 
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NBT is 2% of the taxable turnover. Calculate the NBT for Shakthi Supermarket 
for the year. 

 
 

Calculate NBT and Income Tax Calculate NBT and Income Tax Calculate NBT and Income Tax Calculate NBT and Income Tax ––––    Answer KeyAnswer KeyAnswer KeyAnswer Key    

Perform the tax calculations below. 
 
1. Raj is the owner Shakthi Supermarket. Last year, his income for the year was 1,800,000.  

Calculate the income tax he owes. Recall the tax rates: 
 

Taxable incomeTaxable incomeTaxable incomeTaxable income    RateRateRateRate    CalculationCalculationCalculationCalculation    TaxTaxTaxTax    

0 to Rs. 500,000 4% .04 x 500,000 20,000 

Rs. 500,000 to Rs. 1,000,000 8% .08 x 500,000 40,000 

Rs. 1,000,000 to Rs. 1,500,000 12% .12 x 500,000 60,000 

Rs. 1,500,000 to Rs. 2,000,000 16% .16 x 300,000 48,000 

Rs. 2,000,000 to Rs. 3,000,000 20% 
  

Rs. 3,000,000 and over 24% 
  

 
TotalTotalTotalTotal    168,000168,000168,000168,000    

 
 
2. Shakthi Supermarket has following sales information for the previous fiscal year. What is 

the amount of NBT payable at the end of the fiscal year? 
 

Quarter Sales 

1 14,670,000 

2 18,880,000 

3 17,910,000 

4 21,010,000 

 
 

a. Calculate the total turnover for the year. 
 

14,670,000 14,670,000 14,670,000 14,670,000 + 18,880,000 + 17,910,000 + 21,010,000 = 72,470,000+ 18,880,000 + 17,910,000 + 21,010,000 = 72,470,000+ 18,880,000 + 17,910,000 + 21,010,000 = 72,470,000+ 18,880,000 + 17,910,000 + 21,010,000 = 72,470,000    
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b. Tax free turnover is 50% of total turnover. Calculate the tax-free turnover and 
taxable turnover. (Hint – since they are both 50% of the total, they are the 
same amount). 

 
0.5 x 72,470,000 = 36,235,0000.5 x 72,470,000 = 36,235,0000.5 x 72,470,000 = 36,235,0000.5 x 72,470,000 = 36,235,000    

 
c. NBT is 2% of the taxable turnover. Calculate the NBT for Shakthi 

Supermarket for the year. 
 
0.02 x 36,235,000 = 724,7000.02 x 36,235,000 = 724,7000.02 x 36,235,000 = 724,7000.02 x 36,235,000 = 724,700    
 

 

 

 

    

Understanding source documents Understanding source documents Understanding source documents Understanding source documents     
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Transaction Transaction Transaction Transaction  
Source Source Source Source 

DocumentDocumentDocumentDocument 

Primary  Books or Primary  Books or Primary  Books or Primary  Books or 

JournalJournalJournalJournal 
Ledger AccountLedger AccountLedger AccountLedger Account 

Receipt of Cash Receipt Cash Book Cash Book 

Cash Payment 
Payment 

Voucher 
Cash Book Cash Book 

Credit Purchase 
Purchase 

Invoice 

Purchase Journal/ 

Purchase day Book 
Purchase Account 

Purchase Returns Debit Note 
Purchase Return Journal/ 

Return outward day book 
Purchase return Account 

Credit Sales 
Sales 

Invoice 

Sales Journal/ Sales day 

book 
Sales Account 
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Sales Return Credit Note 
Sales Return Journal/ 

Return inward day book 
Sales return Account 

Petty cash 

expenses 

Petty Cash 

Voucher 
Petty Cash book Petty Cash book 

Purchase Fixed 

Assets, Bad 

debts, etc. 

Journal 

Voucher 
General Ledger 

Respective ledger 

accounts 

 

    

Formats and examples of other booksFormats and examples of other booksFormats and examples of other booksFormats and examples of other books----    Day booksDay booksDay booksDay books    

    

Format of the threeFormat of the threeFormat of the threeFormat of the three----column cash bookcolumn cash bookcolumn cash bookcolumn cash book    
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Purchase day bookPurchase day bookPurchase day bookPurchase day book
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Sales Day bookSales Day bookSales Day bookSales Day book    

    

 

 

 

Return Outward BookReturn Outward BookReturn Outward BookReturn Outward Book    
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Return InwReturn InwReturn InwReturn Inward day bookard day bookard day bookard day book    
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General JournalGeneral JournalGeneral JournalGeneral Journal    
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Ledger accountsLedger accountsLedger accountsLedger accounts    
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Manufacturing account Manufacturing account Manufacturing account Manufacturing account     
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RatiosRatiosRatiosRatios    
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Profitability RatiosProfitability RatiosProfitability RatiosProfitability Ratios    

Profitability ratios compare income statement accounts and categories to show a company’s 

ability to generate profits from its operations. Profitability ratios focus on a company’s return 

on investment in inventory and other assets. These ratios basically show how well 

companies can achieve profits from their operations. 

Investors and creditors can use profitability ratios to judge a company’s return on investment 

based on its relative level of resources and assets. In other words, profitability ratios can be 

used to judge whether companies are making enough operational profit from their assets. In 

this sense, profitability ratios relate to efficiency ratios because they show how well 

companies are using their assets to generate profits.  

    

 

 

The The The The gross profitgross profitgross profitgross profit    ratio ratio ratio ratio     

The profit margin ratio, also called the return on sales ratio or gross profit ratio, is a 

profitability ratio that measures the amount of net income earned with sales generated by 

comparing the net income and net sales of a company. In other words, the profit margin ratio 

shows what percentage of sales are left over after all expenses are paid by the business. 
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Creditors and investors use this ratio to measure how effectively a company can convert 

sales into net income. Investors want to make sure profits are high enough to distribute 

dividends while creditors want to make sure the company has enough profits to pay back its 

loans. In other words, outside users want to know that the company is running efficiently. An 

extremely low profit margin formula would indicate the expenses are too high and the 

management needs to budget and cut expenses. The return on sales ratio is often used by 

internal management to set performance goals for the future. 

    

The return on assets ratio The return on assets ratio The return on assets ratio The return on assets ratio     

The return on assets ratio, often called the return on total assets, is a profitability ratio that 
measures the net income produced by total assets during a period by comparing net income 
to the average total assets. In other words, the return on assets ratio or ROA measures how 
efficiently a company can manage its assets to produce profits during a period. 

Since company assets’ sole purpose is to generate revenues and produce profits, this ratio 
helps both management and investors see how well the company can convert its 
investments in assets into profits. You can look at ROA as a return on investment for the 
company since capital assets are often the biggest investment for most companies. In this 
case, the company invests money into capital assets and the return is measured in profits.In 
short, this ratio measures how profitable a company’s assets are 

 

Return on capital/equityReturn on capital/equityReturn on capital/equityReturn on capital/equity    

Return on capital employed or ROCE is a profitability ratio that measures how efficiently a 

company can generate profits from its capital employed by comparing net operating profit to 

capital employed. In other words, return on capital employed shows investors how many 

dollars in profits each dollar of capital employed generates. ROCE is a long-term profitability 

ratio because it shows how effectively assets are performing while taking into consideration 

long-term financing. This is why ROCE is a more useful ratio than return on equity to 

evaluate the longevity of a company. 
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This ratio is based on two important calculations: operating profit and capital employed. Net 

operating profit is often called EBIT or earnings before interest and taxes. EBIT is often 

reported on the income statement because it shows the company profits generated from 

operations. EBIT can be calculated by adding interest and taxes back into net income if need 

be. 

 

Capital employed is a fairly convoluted term because it can be used to refer to many 

different financial ratios. Most often capital employed refers to the total assets of a company 

less all current liabilities. This could also be looked at as stockholders’ equity less long-term 

liabilities. Both equal the same figure. 
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Debt RatioDebt RatioDebt RatioDebt Ratio    

Debt ratio is a solvency ratio that measures a firm’s total liabilities as a percentage of its total 

assets. In a sense, the debt ratio shows a company’s ability to pay off its liabilities with its 

assets. In other words, this shows how many assets the company must sell in order to pay 

off all of its liabilities. 

This ratio measures the financial leverage of a company. Companies with higher levels of 

liabilities compared with assets are considered highly leveraged and more risky for lenders. 

 

This helps investors and creditors analysis the overall debt burden on the company as well 

as the firm’s ability to pay off the debt in future, uncertain economic times 

Glossary Glossary Glossary Glossary ––––    Bookkeeping termsBookkeeping termsBookkeeping termsBookkeeping terms 
 

Assets:  Assets:  Assets:  Assets:  Items of value owned by a business. Assets are found on the balance sheet and 

include cash in the bank accounts, cash in petty cash box, accounts receivable, equipment, 

land and buildings, vehicles. 

Account:  Account:  Account:  Account:  The place where financial entries of a similar nature are recorded, for example the 

'Sales' account is where business income goes, the 'Stationery' account is where all pens, 

paper, staplers etc go.  A list of account names is called the Chart of Accounts. 

Accounting: Accounting: Accounting: Accounting: The process of sorting and entering financial data into a bookkeeping system.  

Also refers to the finalizing of end of year accounts, producing financial statements and 

calculating tax payable by a certified practicing accountant. 

Accounting Equation: Accounting Equation: Accounting Equation: Accounting Equation: The double entry method of bookkeeping is based on the accounting 

equation, which is:   equity = assets - liabilities                     

Accountant: Accountant: Accountant: Accountant: The person who sorts and enters financial data to a bookkeeping system. 

People often inter-change bookkeeper and accountant to mean the same thing. Also refers 

to the person who does the annual financial statements and tax calculations. 
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Accounts Payable  (A/P): Accounts Payable  (A/P): Accounts Payable  (A/P): Accounts Payable  (A/P): Unpaid supplier invoices and bills (that is money owed by the 

business to other businesses) are grouped under Accounts Payable - 'AP' for short - and are 

found on the balance sheet as a liability. Once a bill is paid it is removed from this group. 

Accounts Receivable (A/R): Accounts Receivable (A/R): Accounts Receivable (A/R): Accounts Receivable (A/R): Unpaid sales invoices (that is money owed to the business by 

customers) are grouped under Accounts Receivable - 'AR' for short - and are found on the 

balance sheet as an asset. Once the customer pays their invoice it is removed from this 

group. Also see Accounts Receivable Definition 

Balance Sheet: Balance Sheet: Balance Sheet: Balance Sheet: A balance sheet report shows the business owners and managers how 

much equity is in the business, how many assets the business owns, and what the business 

owes in liabilities. The balance sheet falls in line with the accounting equation. 

Bookkeeping: Bookkeeping: Bookkeeping: Bookkeeping: The process of collating, recording and reporting on the financial transactions 

carried out by a business. 

Bookkeeper: Bookkeeper: Bookkeeper: Bookkeeper: A trained and qualified person who does the bookkeeping process mentioned 

above. 

Budget: Budget: Budget: Budget: The financial plan in which a business decides what it estimates it will earn in the 

year ahead, what those estimated earnings will be spent on, and then comparing/monitoring 

the actual figures against this plan. 

Bad Debts: Bad Debts: Bad Debts: Bad Debts: These are sales invoices that have been written off because the payments are 

overdue and never likely to be paid. Sales invoices are only written off after some effort to 

retrieve the funds including going through debt collection agencies. Bad debts are expensed 

in the accounts. 

Billing: Billing: Billing: Billing: Invoicing customers for goods or services they have purchased from the business. 

Bookkeeping Cycle: Bookkeeping Cycle: Bookkeeping Cycle: Bookkeeping Cycle: A bookkeeping cycle is usually based from the 1st day of the month to 

the last day of the month, and repeats every month. Bank reconciliations are done to the end 

of the month, financial reports produced for the month, sales tax and payroll tax calculated 

for the month. The month end is ‘closed off’ and financial transactions for that month should 

not be changed in any way except by reversing/correcting journals and only carried out in 

the next month. This goes on for 12 months until the end of the financial year when all the 

data is sent to a chartered accountant 
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Credit: Credit: Credit: Credit: Credits can be found on the right hand side of the double entry method of 

bookkeeping. A credit entry decreases assets and expenses, and increases income, 

liabilities and equity. Also, money that is owed by a business to a supplier/vendor is called 

credit. When you want to open an account with a supplier you would most likely fill in what is 

called a Credit Application. Credit is also money that is owed to a bank on a credit card.  

Capital:Capital:Capital:Capital: The personal funds a business owner introduces to their business so that it can 

operate.  

CCCChart of Accounts: hart of Accounts: hart of Accounts: hart of Accounts: The list of accounts set up in a bookkeeping system into which all the 

financial transactions are categorized. The main categories are:  Assets, Liabilities, Equity, 

Income, Cost of Goods Sold and Expenses 

Credit Note:Credit Note:Credit Note:Credit Note: A document that provides a refund to a customer for goods returned or sold at 

the wrong price.  

Cashflow:  Cashflow:  Cashflow:  Cashflow:  The movement of cash through the business; this report details how cash flowed 

into the business and what it was spent on. Estimations can also be made in a cashflow 

forecast on the income and expenses for the year ahead - these figures will be based on 

prior earnings and costs and can help a business work out their sales goals and budget. 

Closing Balance: Closing Balance: Closing Balance: Closing Balance: The final balance on the bank statement or in the cashbook or ledgers at 

the end of any given day. 

Cost of Goods Sold: Cost of Goods Sold: Cost of Goods Sold: Cost of Goods Sold: Also known as cost of sales. This is the cost to the business of any 

parts or stock that are sold to customers. This can also include the manufacturing costs of 

such products. 

Cash book: Cash book: Cash book: Cash book: The main book in which is recorded all the funds moving in and out of the 

business through the bank account. The cash book always contains the following information 

for all of these transactions: date, amount, description of transaction, bookkeeping account 

as per chart of accounts and reference . 

Creditor: Creditor: Creditor: Creditor: The person or business to whom our business owes money for purchases made. 

Contra: Contra: Contra: Contra: If a payment is made into a bookkeeping account, and then that same payment is 

paid out of the account for a reason, it is called a contra – the two figures contra each other 

out i.e. they cancel each other out of the account.  
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Example: $200 was paid into the Sales account. The bookkeeper realised that he should 

have used a different account so he pays the $200 out of the Sales account. This is the 

contra.  

Coding: Coding: Coding: Coding: A term used to describe the allocation of a transaction amount to an account in the 

chart of accounts. 

Double Entry: Double Entry: Double Entry: Double Entry: The method of bookkeeping in which all financial transactions are entered 

twice – once as a debit and once as a credit. All the debits need to equal the same as the 

credits. If they don’t it is called being out of balance and the error will need to be found. 

Debit: Debit: Debit: Debit: A debit balance is found on the left-hand side of double entry bookkeeping.  A debit 

entry increases assets and expenses, and decreases income, liabilities and equity. 

Debtor:Debtor:Debtor:Debtor: A customer that owes your business money. 

Depreciation: Depreciation: Depreciation: Depreciation: Most assets belonging to a business decrease in worth over time due to wear 

and tear and daily use – this is depreciation. The value that is used to depreciate the assets 

is calculated with special rates set by the tax department. It is usually a percentage of the 

cost price, less previously calculated depreciation. Depreciation can be claimed as a 

business expense to reduce income tax. 

Deductible: Deductible: Deductible: Deductible: A purchase that can be claimed as a business expense is called a deductible 

expense because it has the effect of reducing the business profit, therefore reducing the 

amount of income tax owed to the government. A non deductible purchase is one that 

cannot be used to reduce the profit and tax such as when the owner uses business funds to 

buy something for personal use 

Description: Description: Description: Description: The section of a financial transaction that describes the item or service 

purchased or sold. 

Drawings: Drawings: Drawings: Drawings: Funds withdrawn from a business by the business owner for their personal use. 

Entry/ Entries: Entry/ Entries: Entry/ Entries: Entry/ Entries: All financial transactions input to the bookkeeping system are called entries. 

Equity: Equity: Equity: Equity: Equity is the net assets of a business - or in other words - Assets minus Liabilities 

equals Equity.  The Equity section is found on a Balance Sheet and it includes how much the 
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business owner has contributed to the business from personal funds (capital) and how much 

they have withdrawn from the business for personal use (drawings).   

Expense: Expense: Expense: Expense: Most purchases made by a business are called an expense. Expenses are found 

on the profit and loss report and can be used to reduce the amount of tax owed to the 

government.  

End of Month: End of Month: End of Month: End of Month: The bookkeeping cycle is usually based on one month, every month. At the 

end of the month, there are various steps a bookkeeper needs to take to close off the month, 

such as :- 

• Reconciling the bank account to the last day of the month,  

• making sure all sales have been issued on invoice to customers,  

• checking that all supplier invoices dated to the last day of the month are entered into 

the system,  

• performing various checks on the various bookkeeping accounts to ensure 

information has been coded to the right place and all is balancing,  

• making sure the various sales tax and paye tax has been calculated and reported 

and paid to the government.  

• Depending on the size of the business, it can take a bookkeeper several weeks into 

the following month to get the previous month finalized and closed off, after which no 

changes should be made other than with journals in the current month. 

Funds: Funds: Funds: Funds: The money or value of money involved in all business transactions within the 

business or at the bank. 

Financial Statements: Financial Statements: Financial Statements: Financial Statements: Reports that are produced at the end of the financial year based on all 

the data entered to the bookkeeping system. These reports indicate how well the business is 

or is not doing, what the business is worth, and are used to calculate income tax due to be 

paid to the government. 

Gains and Losses:  Gains and Losses:  Gains and Losses:  Gains and Losses:  This usually comes up when there are foreign currency transactions to 

be dealt with. When a business is given an invoice by an overseas supplier in a foreign 

currency, it has to be converted into the local currency when being entered into the 

accounts.  When it is time to make the payment the local currency has to be converted into 

the foreign currency by the bank. The date at which it is entered will have a different 

exchange rate to the date when it is paid because exchange rates fluctuate on a daily basis. 
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These different exchange rates cause financial gains or losses that need to be identified in 

the accounts. The gains occur when the business has to pay less to the supplier than the 

original conversion; The losses occur when the business has to pay more to the supplier 

than the original conversion. 

Gross Profit: Gross Profit: Gross Profit: Gross Profit: This is calculated by taking the business income and deducting the cost of 

sales. If the cost of sales is more than the income a Gross Loss results. 

Hire Purchase: Hire Purchase: Hire Purchase: Hire Purchase: Buying equipment such as a computer by paying it off through a finance 

company. At the end of the lease period the business will have the option of making a final 

payment to own it, or they can return the equipment and upgrade to a newer model.  The 

new model can be paid off through the finance company, so the whole process starts again. 

Invoice: Invoice: Invoice: Invoice: A document that details the sale or purchase of stock, parts or services. The invoice 

will show the main details such as date, invoice number, quantity, description, cost, total, 

payment terms. When a business buys the products or services it will receive a purchase 

invoice and when the business sells products or services it will provide a sales invoice to the 

customer. 

Income: Income: Income: Income: Money that is earned by a business through the sale of products or services. 

InventInventInventInventory: ory: ory: ory: A list of items that a business buys and sells. These items are kept in a store 

room of some sorts and a strict record kept of the number of items on hand at any given 

time.  

Interim Reports: Interim Reports: Interim Reports: Interim Reports: Financial statements can be produced for a bank or loan company at any 

stage during the financial year but because the financial year has not ended yet they will be 

called interim reports because they are based on a shorter period than the full year.  Banks 

or loan companies usually require these so they can see how the business is doing before 

approving a loan to the company – they want to be sure the business has the means to pay 

back a loan.  Interim reports are usually sufficient for this purpose. 

Journal: Journal: Journal: Journal: An entry that is made into the accounts utilizing double entry bookkeeping to make 

an adjustment to the accounts such as if a correction has to be made. The journal describes 

which account is being debited and which account is being credited, the date, the reason for 

the journal and a reference. 
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Ledger: Ledger: Ledger: Ledger: Each account on the chart of accounts has a ledger page. The ledger page lists all 

the entries made against the account either as a debit or a credit. The ledger page is totaled 

at the end of every month. 

Liability: Liability: Liability: Liability: This is found on the balance sheet. Liabilities are made up of debts that the 

company owes to other businesses and includes accounts payable, loans and credit card 

balances 

Loss: Loss: Loss: Loss: A loss occurs when the gross profit of a business is less than the expenses the 

business has to pay to keep the business running. This is usually called a Net Loss.  

Loan: Loan: Loan: Loan: A business can buy asset with a loan from a bank or finance company. Loans are 

recorded as a liability in the balance sheet 

Markup: Markup: Markup: Markup: When a business buys stock to sell they usually increase the price before selling it. 

This is called a markup. So if Betty buys a bag for $10 and sells it for $15 her markup is $5. 

Markups are calculated either as a percentage of the price it cost to buy it, or set as a fixed 

calculation such as doubling the cost price. 

Margin: Margin: Margin: Margin: Margins are calculated as percentages. One example is the gross profit margin 

which is based on sales divided by gross profit and the result turned into a percentage. 

Businesses can chose what margins they should have to be able to earn a profit and based 

on those margins decide what prices to sell their products to make this happen. 

Net Profit: Net Profit: Net Profit: Net Profit: The result after taking expenses away from the Gross Profit or Loss 

Opening Balance: Opening Balance: Opening Balance: Opening Balance: The opening balances are the values found on the first day of the financial 

period. So for example, if your financial year starts on 1 January, the balances at the start of 

that day in the cash book or the ledgers are the opening balances. Opening balances are 

usually always exactly the same as the closing balances on the day before. 

Profit: Profit: Profit: Profit: The difference between income earned and expenses paid. The greater the profit the 

better for business.  

Payable: Payable: Payable: Payable: A bill that is due to be paid is called a payable and is included on the list of 

accounts payable 

Purchase: Purchase: Purchase: Purchase: When a business buys goods or services it is called purchasing.  
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Payroll: Payroll: Payroll: Payroll: Anyone in employment who is paid a wage or salary will have their name on the 

payroll of the business. The bookkeeper in charge of payroll will ensure that all the relevant 

details of each employee is entered into the payroll program, will process a pay run on a 

regular basis to calculate how much each employee will be paid, and will make sure the 

payments happen on time. The bookkeeper or payroll clerk will also ensure that paye is paid 

to the government. 

PAYPAYPAYPAYE: E: E: E: Short for pay as you earn, which means that individuals who earn wages or salaries 

have tax deducted from each pay by their employer. The employer is responsible for passing 

this deduction on to the government, usually on a monthly basis. 

Petty Cash:Petty Cash:Petty Cash:Petty Cash: A business can keep cash in a safe place for the purpose of making small 

purchases like milk, stamps, pens etc. The petty cash is monitored carefully by the 

bookkeeper. All money paid out must be recorded in the petty cash book so that the 

expenses can be included in the accounts, and when the cash runs low it will be topped up 

with an injection of more cash. 

Reconcile: Reconcile: Reconcile: Reconcile: The process of matching one set of figures or documents with another set of 

figures or documents. For example, matching the cash book with the bank account and 

investigating and fixing any differences; or checking that the business has received all the 

invoices listed on a supplier’s statement and if any are missing phoning the supplier for 

them. 

Refund: Refund: Refund: Refund: A refund can be provided to or from another business if bills have been overpaid. 

Receivable: Receivable: Receivable: Receivable: Accounts that are due to be paid by the customers of a business are listed on 

the accounts receivable report. Anything that is receivable means that the business expects 

to receive money. 

Receipt: Receipt: Receipt: Receipt: When payments are received from customers a receipt can be issued to them to 

confirm the details of the payment received, particularly useful for cash payments – the 

receipt provides proof of payment. Also, receipts are what everyone gets when shopping 

with their bank card and swiping the card through the electronic machine at the shop 

counter. Businesses should keep these receipts in a folder to match them up to the bank 

statement ensuring an accurate cash book. 
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Remittance: Remittance: Remittance: Remittance: A document that is given to a supplier or received from a customer that lists 

what invoices are included in a payment made. 

Recurring: Recurring: Recurring: Recurring: A transaction that repeats regularly every week or month for the same amount to 

the same place is said to be a repeating or recurring transaction. 

Reference: Reference: Reference: Reference: A number or combination of numbers or letters that are used to identify each 

transaction within the cash book following through to the journals and ledgers. Each financial 

transaction is allocated a unique reference that can be traced easily through the 

bookkeeping system. 

SingleSingleSingleSingle----Entry: Entry: Entry: Entry: A bookkeeping system in which all financial transactions only have to be 

entered once. This is usually within a cash book system and does not utilize journals and 

ledgers for the process of balancing. 

Sales: Sales: Sales: Sales: All items or services sold to customers fall within the sales category. 

Salary: Salary: Salary: Salary: A salary is a fixed amount paid to an employee for their work. People on salaries do 

not earn overtime pay like a wage earner when working more than their standard hours. 

Statement: Statement: Statement: Statement: A report that displays financial information. Examples are Income Statement 

which is another term for Profit and Loss Report, Statement of Account which a supplier of 

services or goods provides to their customers which details all the invoices issued to them in 

a certain time frame (like a month), Bank Statement which is a listing of transactions in and 

out the bank account. 

Transaction: Transaction: Transaction: Transaction: A transfer of funds from one account to another. 

Unpresented: Unpresented: Unpresented: Unpresented: Checks/Cheques that have not been deposited to the bank are said to be 

unpresented. This term is used most often on bank reconciliations to aid in the reconciling of 

the cash book with the bank account. 

WriteWriteWriteWrite----Off: Off: Off: Off: An amount that will not be paid by a customer can be written off. This just means 

that an entry is made to the accounts to bring the customer’s account down to zero. 

Wages: Wages: Wages: Wages: A payment made to an employee for the work they do. Wages are usually based on 

an hourly rate agreed between the employer and employee. Income tax is also usually 
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deducted from the total so the employee receives a net payment. Wages are found on the 

profit and loss under expenses. 

Withdrawal: Withdrawal: Withdrawal: Withdrawal: When funds are taken out of a bank account they are ‘withdrawn’. 

YearYearYearYear----End: End: End: End: The financial year-end is always busy for a bookkeeper because this is when the 

accounts for the year need to be finalized and handed over to an accountant to calculate 

how much tax a business needs to pay to the government. What the bookkeeper needs to 

do is ensure all bank reconciliations are completed, all transaction entries are coded 

correctly, all supporting paperwork is available and all sales taxes and payroll taxes have 

been processed. 
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IntroductionIntroductionIntroductionIntroduction    
 

Small and Medium Entrepreneurs need to possess the following knowledge and skills as to 

run their business successfully. 

• Identify and monitor all your costs.  

• Use accounting reports to compare budget costs to actual costs.  

• Calculate the break-even point for your business activities.  

• Set some challenging improvement targets and celebrate their achievement.  

• Make sure you are pricing for profit, not just sales.  

• Separate your activities and related costs so you can monitor their profitability.  

• Get help from your accountant to identify and monitor some key business indicators. 

 

Successful businesses maximise their profits by matching their pricing with the value that 

customers place on their products or services.  

The costThe costThe costThe cost of a product or service is your total outlay in creating that product or service.  

The priceThe priceThe priceThe price of a product or service is your financial reward for providing that product or 

service.  

The valueThe valueThe valueThe value of a product or a service is the ‘worth’ that your 

customers place on that product or service. The higher the 

worth of a product or service to a customer, the higher the 

price that you can charge. 

    

The profitThe profitThe profitThe profit may be defined as the amount of money that you 

retain from the sale of goods and services, after deducting all 

of the costs associated with the provision of those goods and services and your fixed costs. 

This is more commonly known as net profit.  
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Understanding Understanding Understanding Understanding CostCostCostCost    
 

Understanding costs provides a base figure without which one cannot price the product. 

Unless you understand the level at which you are either making a profit or a loss, you will 

never know if you are making a profit or a loss. After looking at all the cost items related to 

your business operations, you can then investigate how sensitive your business profit is to 

changes in key elements of the Profit & Loss Account.  

When money gets tighter there are essentially two solutions: sell more and cut costs. 

There are two types of costs in a business.  

1. Direct Cost 

2. Indirect Cost 

Direct costDirect costDirect costDirect cost are costs that vary directly with the number of produced produced/sold. For 

instance, production cost that includes cost of raw material, labour cost directly related to 

production or service delivery, cost of goods sold (if it is a trading business).This type of cost 

items often called variable cost as they keep fluctuating according to the production or sales. 

 

Indirect costIndirect costIndirect costIndirect cost are costs that must be paid whether or not a sale has been made. These costs 

are ‘fixed’ over a specified period of time. Fixed costs include sales and marketing cost, bank 

interest, water bills, insurance and non-production salaries for permanent staff, replacement 

of equipment, furnishings and fittings, office costs, including stationery, postage, telephone, 

Internet and photocopying costs, bank charges, transport/delivery costs, marketing costs 

and commission payments. 

 

ExampleExampleExampleExample    

GoGO Shoes is a shoe making business which has recorded following cost items (for last 

month) and they need you to categorised direct cost and indirect cost items.The owner of 

this business only considers the total production cost. He is having lots of issues in selling 
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his shoes. Tick mark, in right side columns, under each cost item, deciding whether the cost 

item is direct or indirect. 

Cost ItemCost ItemCost ItemCost Item    DirectDirectDirectDirect    CostCostCostCost    IndirectIndirectIndirectIndirect    CostCostCostCost    

Leather Leather Leather Leather     Rs. 16400.00Rs. 16400.00Rs. 16400.00Rs. 16400.00      

SolesSolesSolesSoles        Rs. 8600.00Rs. 8600.00Rs. 8600.00Rs. 8600.00      

HealsHealsHealsHeals        Rs. 6000.00Rs. 6000.00Rs. 6000.00Rs. 6000.00      

GlueGlueGlueGlue        Rs. 3000.00Rs. 3000.00Rs. 3000.00Rs. 3000.00      

BadgesBadgesBadgesBadges    Rs. 2000.00Rs. 2000.00Rs. 2000.00Rs. 2000.00      

ProductioProductioProductioProduction n n n ––––wages Rs. 18wages Rs. 18wages Rs. 18wages Rs. 18000.00000.00000.00000.00      

Production labour piece rate 3000.00Production labour piece rate 3000.00Production labour piece rate 3000.00Production labour piece rate 3000.00      

Transport of material Rs. 3000.00Transport of material Rs. 3000.00Transport of material Rs. 3000.00Transport of material Rs. 3000.00      

Factory rentalFactory rentalFactory rentalFactory rental    Rs. 8000.00Rs. 8000.00Rs. 8000.00Rs. 8000.00      

Cost of salesCost of salesCost of salesCost of sales    Rs. 5000.00Rs. 5000.00Rs. 5000.00Rs. 5000.00      

Electricity bill Electricity bill Electricity bill Electricity bill     Rs. 8000.00Rs. 8000.00Rs. 8000.00Rs. 8000.00      

Machine depreciation Rs. 10000.00Machine depreciation Rs. 10000.00Machine depreciation Rs. 10000.00Machine depreciation Rs. 10000.00      

Telephone billTelephone billTelephone billTelephone bill    Rs. 1500.0Rs. 1500.0Rs. 1500.0Rs. 1500.00000      

Building rentBuilding rentBuilding rentBuilding rent    Rs. 10000Rs. 10000Rs. 10000Rs. 10000.00.00.00.00      

Bank interest Rs. 3500.00Bank interest Rs. 3500.00Bank interest Rs. 3500.00Bank interest Rs. 3500.00      

Owner’s salary Rs. 20000.00Owner’s salary Rs. 20000.00Owner’s salary Rs. 20000.00Owner’s salary Rs. 20000.00      

Other expenses Rs. 1500.00Other expenses Rs. 1500.00Other expenses Rs. 1500.00Other expenses Rs. 1500.00      
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How to Calculate Direct Cost 
 
According to the above GoGo Shoes example, you can calculate the direct material cost and 

direct labour costs separately and see how do the different cost categories affect the 

production. 

Direct Material Cost 

The total costs of all the physical inputs add on in the production of a pair of shoe are called 

direct material cost. See the following example on calculating total direct material cost of 

shoe making business. 

 

ExampleExampleExampleExample    

Direct Material Cost 
Leather 16400 
Soles 8600 
Heals 6000 
Glue 3000 
Badges 2000 
Transport of raw material 3000 
Total Material Cost39000 

 

Direct Labour Cost 

All types of labour payments made for workers under production facilityis calculated as the 

direct labour cost. Let’s calculate the direct labour cost of above shoe making example. 

ExampleExampleExampleExample    

Direct Labour CostDirect Labour CostDirect Labour CostDirect Labour Cost    

Production wages 18000.00 

Production Piece-

rate 

3000.00 

Total direct labour 

cost 

21000.00 
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If you wants to know the total direct cost, the formula is; 

Total direct cost  = direct material cost + direct labour cost 

   =39000+21000 

   =60=60=60=60000.00000.00000.00000.00    

Direct cost per unitDirect cost per unitDirect cost per unitDirect cost per unit    

If you are a show maker or any other kind of manufacturer, it is important for you to know 

how much you spend for each pair of shoes you make. Without that piece of information you 

cannot price your product or develop any pricing strategy to sell your product more in the 

market. Let’s assume that GoGo Shoes have made 100 pairs of shoes in last month. 

GoGo Shoes Example 

Total direct material cost of last month Rs. 39000.00 

Total direct labour cost for last month Rs. 21000.00 

Total Direct cost     Rs. 60000.00 

 

Direct cost per unit     =Total Direct cost/No of shoes made 

      =60000/100 

      =Rs.600.00 

 

If GoGo shoes record all the transactions of production expenses and critically analyse the 

cost of their production process,they can improve their business by finding new ways to 

increase profitability. They simply know the actual situation of direct cost for the past month. 

To be exactGoGo Shoes know the following cost indicators of their company 

Direct Material Cost 39000 

Direct Labour Cost 21000 

Total Direct Cost 60000 
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Direct Material Cost per unit 390 

Direct labour Cost per unit 210 

Direct Cost per unit 600 
 

 

Indirect Cost 

Indirect costs go beyond the expenses associated with creating a particular product 

to include the price of maintaining the entire company. These overhead costs are the 

ones left over after direct costs have been computed, and are sometimes referred to 

as the "real" costs of doing business. 

Non-production supplies and services needed for the company's day-to-day 

operations are examples of indirect costs. These include items such as utilities, 

depreciation, rental, bank interest and rates, cleaning supplies. While these items 

contribute to the company as a whole, they are not directly assigned to the creation 

of any product or service. 

Indirect labor costs make the production of cost objects possible but aren't assigned 

to a specific product. For example, sales marketing and clerical assistants who 

maintain the office support the company as a whole instead of just one product line. 

Thus, their labor can be counted as an indirect cost. 

Other common indirect costs include advertising and marketing, communication, 

"fringe benefits," such as an employee’s EPF, ETF, welfare and accounting and 

payroll services. 

 

 

Example 
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If you use the same GoGo Shoes example to compute total indirect cost of this 

business, we can understand the difference of the two types of costs involved in 

business. 

Cost item Rs. 
Factory rental  8000 
Cost of sales 5000 
Electricity bill  8000 
Machine depreciation  10000 
Telephone bill  1500 
Building rent 10000 
Bank interest 3500 
Owner’s salary 20000 
Other expenses 1500 
Total Indirect cost 67500 

 

Now the business owner of GoGo Shoes know the exact amount of indirect cost, separately, 

of his company. Why this figure is important? Indirect cost is very important because it 

determines the profitability of business. Profitability of each unit produced is also determined 

by the indirect cost. If the total indirect cost of the company, for a given period, is higher than 

expected, even the direct cost is lower, you are going to have a loss. If you monitor and 

control indirect cost, it has the power to close down your business. 

 

What is the total cost of shoe production in the past month, in GoGo Shoes? 

Total Direct Cost = Rs. 60000.00 

Total Indirect cost = Rs 67500.00 

Total Total Total Total cost cost cost cost         ----    Rs. 127Rs. 127Rs. 127Rs. 127,,,,500.00500.00500.00500.00    

What is the total unit cost of a shoe pair? 

Its computed by dividing the total cost by the total number of shoes made during the given 

period. 

So the unit cost should be  =127,500/100 
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    =Rs. 1275.50 

   

What is the indirect unit cost of one shoe pair? 

Total Indirect cost = Rs 67500.00 

Unit Indirect cost = Rs. 67000/100 

   =Rs.670.00 

 

How it works in practical situation?How it works in practical situation?How it works in practical situation?How it works in practical situation?    

Imagine that GoGo is selling a pair of shoe for Rs.1100.00 in the market unaware of the 

actual cost, what could happen in few months? 

Now you know GoGo is making a loss of Rs. 175.50 from each pair of shoes they sell. But 

he could only know this if he calculates the direct/indirect cost and unit costs. This is why, 

costing is so important in running a business. If you don’t know the cost, you are not doing a 

business. If you don’t measure and analyse, you are not running a business. Without 

measuring, you cannot manage. The money you have invested is going to be wasted if you 

don’t take decisions based on right calculations of costs. 

 

Case 1Case 1Case 1Case 1    ----    JayapalaJayapalaJayapalaJayapala    Furniture ManufacturerFurniture ManufacturerFurniture ManufacturerFurniture Manufacturer    

Jayapala is working in a carpentry workshop as carpenter who make tables. His idea 

is to open his own carpentry shop, some day and he is very keen about what is 

going on in the workplace he spend time in making tables. Finally he resigned the 

job and submitted a proposal to get a loan from the bank. He also got an order of 50 

tables, which can be made with the expertise he already has. Finally he also got the 

loan he requested from the bank and now he is having some issues. 
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The buyer who gave him the order, have asked for following qualities in each table 

he make. 

1. Height should be 2 1/2 feet and width is 8.4 50 tables need to be delivered 

feet. 

2. Each table need to have two drawers size of 1 1/2*2 feet. 

3. Timber that is to be used should be in no 1 quality. 

4. All the tables need to be delivered to supplier in 60 days.  

 

Jayapala has made following rough calculations in order to plan the production 

activities. 

1. One table needs 45 square feet of timber panels and 12 feet rafters. Wood 

panels, 1 feet is Rs. 75/= and rafter costs Rs. 60/=. 

2. For each table it requires 250g nails, sand paper, polish, sealer and locks and 

they cost about Rs.1000/=. 

3. He plans to make 2 tables a day using 3 skilled people and 2 unskilled 

people. 

4. They work 25 days a month and 8 working hours a day. Skilled person get Rs. 

1000.00 a day and unskilled labour get Rs.600.00 a day. 

5. Monthly electricity bill is Rs.2000.00. 

6. Timber transport cost of timber is Rs. 500/= for 10 tables. 

7. Jayapala got a bank loan ofRs. 100,000.00 and annual interest is 10%. He 

has to repay the loan in 3 years. 

8. He spent Rs. 60000.00 for machinery and remaining Rs. 40000.00 for 

material. 

9. Productive life time of machineries is 5 years. 

10. Annual insurance installment is 50,00.00’ 

11. Building rent is Rs. 3500.00 and refundable deposit is 50000.00. 

12. Stationary and other overhead cost Rs. 2000.00 per month. 

13. Machine repairs, monthly 2500.00 
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14. Expected net profit margin is 35% 

The overall cost calculation of Mr.Jayapala’s table making business is illustrated 

in the following table.  

 

ACC Total Cost Calculation Table 

No Description Cost 
Centre Basis 

Quantity 
per unit 

Unit 
Value Unit cost % 

1 Direct Cost      

  

1.1.1 
Direct Material 
Cost   

unit 
1 4,095.00 4,095.00   

1.1.2 Transport   unit 1 50.00 50.00   
1.1.3 Other direct cost   unit 1 1,000.00 1,000.00   
1.1 Total direct material cost   unit 1 5,145.00 5,145.00   
1.2 Total direct labour cost 75,000.00 hours 4 375.00 1,500.00   
Total direct cost         6,645.00 87.49% 

2 Indirect Cost   
  2.1 Factory cost             

    2.1.1 Electricity 2,000.00 hours 4 10.00 40.00   

    2.1.2 

Indirect 

labour 30,000.00 hours 4 150.00 600.00   

    2.1.3 Depreciation 1,000.00 hours 4 5.00 20.00   

    2.1.4 Insurance 4,167.00 hours 4 20.83 83.32   

    2.1.5 Maintenance 2,500.00 hours 4 12.50 50.00   

    Factory cost 39,667.00 hours 4 198.33 793.32   

  2.2 Admin cost         

    2.2.1 Stationary 2,000.00 hours 4 10.00 40.00   

    

Total 

admin cost   2,000.00 

hours 

4 10.00 40.00   

  2.3 Sales distribution cost         

    2.3.1 Transport  -  unit 1 100.00 100.00   

    

Total sales distribution 

cost  -  unit 1 100.00 100.00   

  2.4 Financial & other cost           

    2.4.1 Bank interest 833.00 hours 4 4.17 16.68   

    Total financial & other cost 833.00 hours 4 4.17 16.68 12.51% 

  Total Indirect Cost         950.00   

  Total Cost        7,595.00 100% 
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  Profit Margin 35%         2,658.25   

    Total production cost             

    Selling Price         10,253.25   

 

Is Price Just a NuIs Price Just a NuIs Price Just a NuIs Price Just a Number?mber?mber?mber?    
Price is the amount of money charged for a product or service for the benefit of receiving a 

product or service. The word “benefit” is emphasized because small business owners 

frequently lose sight of the relationship between benefits and the simple transaction of 

buying and selling.  

An example is that of eating in restaurants. Most people eat in restaurants to celebrate an 

occasion, for “date night,” or merely to take a break. The experience of eating out is the 

benefit, and the price tag cannot fairly be compared to the money spent if the same meal 

was cooked at home instead.  

Types of Prices 

1. Retail Price – amount paid by end consumer for a given product. 

2. Wholesale price – amount paid by the resellers for a given product. 

 

What Makes Pricing Successful? Pricing is successful if:  

• The business has a decent profit 

• The owner and employees are paid a reasonable wage 

• The business has no difficulty finding the cash to pay the bills 

• The company attracts the best quality customers who are willing to pay for the value 

added by the company 

• The company generates a reasonable return on investment  

• Business can compete with the prices in the market and of competitors 
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Running a Business Means Getting a Decent ProfitRunning a Business Means Getting a Decent ProfitRunning a Business Means Getting a Decent ProfitRunning a Business Means Getting a Decent Profit    
What is the profit? Profit the purpose of running a business. 

Profit can be calculated at many levels of any business. 

1. Gross Profit 

2. Net Profit 

3. Profit after Tax 

Example - SimpleMan Ltd Co. 

Following information is given to you of SimpleMan Ltd, for the month of August 2018. 

Sales turnover-cash Rs. 100,000.00 

Sales turnover-credit Rs. 40,000.00 

Cost of sales Rs. 54000.00 

Other costs Rs. 36,000.00 

What is the gross profit and net profit ofSimpleMan Ltd for month of August? 

 

What is Profitability?What is Profitability?What is Profitability?What is Profitability?    

The Profit Margin or profitability indicates the percentage profit a business makes on a sale. 

The Profit Margin is normally calculated as the Gross Profit, which is the excess of income 

over the costs (excluding payroll) directly associated with making the sale. Margins indicate 

the profitability which is the level of financial achievement against the turnover of a business. 

Profitability is calculated as gross profit ratio and net profit ratio. 

Gross profitability =  (Sales Turnover/Gross Profit)x100 

Gross profitability =  (Sales Turnover/Net Profit)x100 

Using the above example calculate the profitability ratios? 

 

What is a decent profit? What is a decent profit? What is a decent profit? What is a decent profit?     

According to SMEstatistics of Sri Lanka, the average small business in Sri Lanka generates 

a profit before taxes of 5% to 10% of sales. This is not the only indicator of the health of a 

company but it is a good first step. With healthy profit, range from 10% to 16% cash will be 
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relatively easy to manage; Accounts Payable will be smaller than Accounts Receivable, the 

bills can be paid without having to hound customers who are just a few days late to pay 

back. If you miss a few weeks looking at the cash flow, it just doesn’t matter too much. 

 

Pricing for Profitability and GrowthPricing for Profitability and GrowthPricing for Profitability and GrowthPricing for Profitability and Growth    
Price can either make or break your business. In other words price is the determining factor 

of business profitability and business growth.  

 

What is Price?What is Price?What is Price?What is Price?    

Price is the value of product attributes expressed in monitory terms which a consumer pays 

or expected to pay in exchange. Price of a good or service is value the customer pay for the 

value which is being offered at the time of 

transaction. 

 

PricingPricingPricingPricing    

Therefore your pricing method includes 

everything you do to sell your products with a 

decent profit, ensure cash inflow and 

maintain your liquidity. Pricing is there mainly 

to ensure business survival, to maximize 

profit, to increase market share against competition, market skimming and quality leadership 

and image building. 

 

How to Price?How to Price?How to Price?How to Price?    

As an entrepreneur you have to develop a very strong and logical pricing method for entire 

business operation. Pricing method is the key factor that; 
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-provides you with decent profit, 

-covers the all the costs involved, 

-fights against competition, 

-encourage customers to buy, 

-ensures optimum cash flow, 

-ensures the wellbeing of employees and 

-enables business growth. 

 

Price comprises of three main elements; 

    

    

Example Example Example Example ––––    Price of a ProductPrice of a ProductPrice of a ProductPrice of a Product    

Soap making business, ACB Company Ltd has following details for a batch of 100 bars. Use 

the above formula to decide the price of one soap bar. 

Total material, labour and other direct costs of 100 bars Rs. 1340.00 

Total indirect cost of selling 100 soap bars             Rs. 1960.00 

Profit margin is 30% on cost 

Answer 

Unit cost Rs. 

Direct 13.40 

Indirect 19.60 

Profit margin 14.14 

Price 47.14 

    

Direct Cost + Indirect Cost + Profit Margin = PriceDirect Cost + Indirect Cost + Profit Margin = PriceDirect Cost + Indirect Cost + Profit Margin = PriceDirect Cost + Indirect Cost + Profit Margin = Price    
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Deciding the Price of a Product/ServiceDeciding the Price of a Product/ServiceDeciding the Price of a Product/ServiceDeciding the Price of a Product/Service    

There are number of factors that need to be considered before we decide the product. The 

three main elements are influenced by the 

internal and external factors of the business. 

 

 

 

Direct Cost 

Indirect Cost 

Profit Margin 
 

    

 

 

MOP/SRP/MOP/SRP/MOP/SRP/MOP/SRP/MRP iMRP iMRP iMRP in Today’s Market n Today’s Market n Today’s Market n Today’s Market     

You probably have to know the actual meaning and usage of following types of prices often 

used across the business spectrum. 

 

MOP - stands for Market Operating Price. 

SRP - is the acronym for Suggested Retail Price.   

Both these terms essentially denote pricing benchmark or guideline set forth for retail price 

of its products. These are certain thresholds used in pricing of particular product/s and when 

the entrepreneur/manager knows these figures they can drive the sales mechanism to make 

bigger profits. MOP or SRP on the other hand are not driven by Government Regulations but 

rather by the business owners and managers themselves keeping in perspective the impact 

Figure 9 Internal and external factors to decide the price    
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that price has on the brand. While lower prices have a positive impact on sales volume, it 

may have adverse impact on brand image, marketing cost and distribution channels.   

 

MRP or Maximum Retail Price is a well known term which denotes the maximum price that a 

retailer can charge for a particular product including taxes.  This is mentioned by the 

business/company for each of its products and is driven by Government Regulations.   

 

It is keeping these two aspects in mind that your business can set guidelines or thresholds 

for the retail selling price, essentially directing retailers not to sell below a particular price. 

Setting such benchmarks enables your business to ensure minimum variability of 

price which in turn provides a level playing field. 

 

ActivityActivityActivityActivity    

Consider the same above example of ABC Co Ltd. Discuss the possible solutions for ABC, if 

they have to face following pricing challenges; 

1. Government decided a Maximum Retail Price (MRP) for soap, which is 

Rs.45.00.What would the company do? 

2. If the company decided SRP (Suggested Retail Price) as Rs. 48.00, what market 

issues the company may face? 

3. If the MOP (Market Operating Price) is to set at Rs. 42.00 what consequences and 

remedies ABC has to consider? 

 

Lowest Pricing Does Not WinLowest Pricing Does Not WinLowest Pricing Does Not WinLowest Pricing Does Not Win    
 

Having the lowest price is not a strong position for small business. It invites customers to see 

your product or service as a commodity and obscures any value-add you offer. Plus, larger 

competitors with deep pockets and the ability to have lower operating costs will destroy any 

small business trying to compete on price alone. Avoiding the low price strategy starts with 

looking at the demand in the market by examining three factors: 
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1. Competitive AnalysisCompetitive AnalysisCompetitive AnalysisCompetitive Analysis: Don't just look at your competitor's pricing. Look at the whole 

package they offer. Are they serving price-conscious consumers or the affluent group? What 

are the value-added services if any? How do you compare? 

2. Ceiling PriceCeiling PriceCeiling PriceCeiling Price: The ceiling price is the highest price the market will bear. Survey experts 

and customers determine pricing limits. The highest price in the market may not be the 

ceiling price. 

 

3. Price ElasPrice ElasPrice ElasPrice Elasticityticityticityticity: According to the Harvard Business Review: 

Most customers in most markets are sensitive to the price of a product or service, 

and the assumption is that more people will buy the product or service if it’s cheaper 

and less will buy it if it’s more expensive. But ... price elasticity shows exactly how 

responsive customer demand is for a product based on its price. Marketers need to 

understand how elastic, sensitive to fluctuations in price, or inelastic, largely 

ambivalent about price changes, their products are when contemplating how to set or 

change a price. 

Some products have a much more immediate and dramatic response to price 

changes, usually because they’re considered nice-to-have or non-essential, or 

because there are many substitutes available,”. Take for example, beef. When the 

price dramatically increases, demand may go way down because people can easily 

substitute chicken or pork. 

Once you understand the demand structure in your industry, review your costs and profit 

goals as set in your business plan or financials.   

 

Avoiding a Price WarAvoiding a Price WarAvoiding a Price WarAvoiding a Price War    

Do not get into a price war - odds are you will lose and be left out of business. Take these 4 

tips to avoid a deadly price war: 
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Enhance ExclusivityEnhance ExclusivityEnhance ExclusivityEnhance Exclusivity: Products or services that are exclusive to your business provide 

protection from falling prices. 

Drop High Maintenance GoodsDrop High Maintenance GoodsDrop High Maintenance GoodsDrop High Maintenance Goods: There may be products or services in your business that 

have high customer service and maintenance costs. Drop the unprofitable lines and find out 

what customers don't want. 

 

ValueValueValueValue----addedaddedaddedadded: Find value your business can add to stand out in the marketplace. Be a unique 

business in the category. 

 

BrandingBrandingBrandingBranding: Develop your brand name in the market. Brand name businesses can always 

stand strong in a price war. 

 

Small businesses with solid pricing strategies can escape a price war and low price position. 

Carefully, consider your price decisions. Your business depends on it. Also consider price 

skimming.  

    
 

Costing Methods used around the worldCosting Methods used around the worldCosting Methods used around the worldCosting Methods used around the world    

Small-to-medium size enterprises (SME) are under 

increasing pressure to remain competitive in today’s 

global economy. There are a number of strategies for 

smaller organizations to achieve world-class levels of cost 

savings, market response, and efficiency. These include embracing proven supply chain 

management (SCM) strategies and enhanced accounting systems. Variety cost 

management approaches forexample Total quality management (TQM), just-in-time 

(JIT),benchmarking, kaizen costing, targeting cost, life cycle costs (LLC),activity-based 

costing (ABC) value engineering have beenintroduced. Management and cost applications 
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have changed over thepast decade and will continue to change. Modern cost systems 

canprovide relevant and accurate cost information. These methodsprovide the decisions 

about customer, product and processimprovement. 

Kaizen Costing (KC), Target Costing (TC), Product Life Cycle Costing (LCC), Total quality 

costing (QC), Activity Based Costing (ABC), Just-in-Time Costing (JITC), Value Engineering 

(VE) are briefly discussed.  

 

Kaizen Costing (KC)Kaizen Costing (KC)Kaizen Costing (KC)Kaizen Costing (KC)    

Kaizen is a Japanese term. It is defined as a 

method aiming to achieve optimization of 

standards through gradual, continuous 

improvement. The function of the Kaizen costing 

method is to evaluate predetermined job standards by means of progress checks not to have 

a stable production process, continuously improve the critical processes by providing non-

ripe and open to new product lines continually is to achieve a cost reduction. 

 

 

 

 

Kaizan activities focus on each process in order to 
add value AND eliminate waste 
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Target Costing (TC) Target Costing (TC) Target Costing (TC) Target Costing (TC)     

Target costing first emerged at the Japanese firm Toyota in the 1960’s. "Target Costing” 

literature spread throughout the United States and Germany, and began to be widely-used in 

other European countries. The definition of target costing formulated by Horngren and Foster 

is as follows. A company will be required to enter a new market. In such a case, competition 

in the market means that pricing will be effective for this company. If a company wants to 

become permanent in the marketplace and the company entering the market wants to 

sustain long term profitability against the competition it is required to estimate costs. This is 

referred to as “target costs” and is defined as a method of costing focused on foreign 

markets. Target costing is defined as an expected profit rate for goods or services that will 

save a cost level defined as bearable, exhibiting a consumer-oriented understanding, 

considered providing competitive advantage, and because costs are based on the principle 

of managing previously described as a method. The target costing method's objectives can 

be summarized as follows.  

• The business is completely harmonized with the market,  

• Linking strategy to research and development activities in the market,  

• The product’s project phase supporting the management of the cost of the 

product,  

• Cost targets are constantly checked to ensure dynamic cost management,  

• Business objectives are directly influenced by the needs of the market. 
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Target costing has six basic principles. In brief: price, customer acquisition, product project 

forward planning, interdepartmental cooperation, taking into account the product life period 

so as to minimize costs, the value of membership of chain (suppliers, distributors, vendors, 

etc.).  

 

Quality Costs (QC)Quality Costs (QC)Quality Costs (QC)Quality Costs (QC)    

The meaning has changed in recent years; the 

cost ofquality is expressed. Before the 1980s, 

the work of a qualityassurance department 

work was perceived as costing. 

Reprocessing,correction, testing and warranty 

costs nowadays commonly expressed as 

design, implementation, operation andthe quality management system’s maintenance 

accepted asseen. Quality costing is used in the manufacturing industrytoday, and widely-

used by basically all sectors (serviceindustries, commerce, public health, transportation 

anddistribution, tourism, finance, etc.).  
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Value Engineering (VE)Value Engineering (VE)Value Engineering (VE)Value Engineering (VE)    

    

    

The term Value Engineering was invented during World War II by Lawrence D. Miles of 

General Electrics. It was expressed as part of research into how to utilize limited fundsmost 
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efficiently during wartime. Miles examined either theproject, service, or process objectives; 

the functions analyzed;the period of completion and costs to be reduced and the waysof 

improving the effectiveness of each step were tested forteam-oriented, technically designed 

value engineering. VE isuseful for solving problems, and is regarded as a systematictool. 

 

 

JustJustJustJust----in Time Costing (JITC)in Time Costing (JITC)in Time Costing (JITC)in Time Costing (JITC)    

 

This system is called the Toyota production system. It was amethod used by Toyota after the 

Second World War, a periodin which great efforts were made to catch-up with the West’s 

advanced automotive industry. During that time the aim wasto increase productivity and 

reduce costs, amongst otherthings. Just-in-time production and provision arrangement 

waslater expressed as the automation of the production trial anderror method with found 

applications.Just-in-time production describes a method of costing in anenvironment where 

customers demand high quality goods andservices as soon as the new production 

environment emerges,to reach accord with the agenda. Just-in-timeproduction method 

describes the approach to producing thenecessary quantities of the required products. 

The Toyota production method is a way ofreducing costs on the basis of profit, not for the 

purpose ofcompletely eliminating economic inefficiency. There are fourkinds of states in 

production activities that can arise and leadto unnecessary spending. 
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• Excess production resources, 

• Greater production, 

• Excess inventory, 

• Unnecessary capital 

investments 

As excess stock inventory 

occurs, the need for new 

storesemerges. New 

workers arebrought to a new 

store. For everyrelocation 

operation forklift trucks are 

purchased, work isrequired 

for stock control; in order to 

track this demandcomputers 

follow each other. All these 

resource managementcosts, direct or indirect labor costs, increase overall productioncosts. 
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Activity Based Costing (ABC)Activity Based Costing (ABC)Activity Based Costing (ABC)Activity Based Costing (ABC)    

    

The activity of the business resources of the products consumed, hence the classification on 

the basis of indirect costs should operate with the concept of mobility and product with 

indirect expenses depending on the production volume between the direct relationship at a 

variety of levels without a cost and management. This approach is defined as activity based 

costing and in recent years has taken its place in business literature. 
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The ABC method’s cost-determining factors have to firstlybe determined after which 

installing operations cost outputs ofneed to be clarified. To ensure that focus upon 

specificoperations and the reduction of operation costs is clearly maintained; managers 

become a very important topic. Inrecent years, the use of activity-based costing 

management toresolve this problem is emphasized. ABC’s purposes can be expressed as 

follows. Interest inoverall production costs by installing the product moreaccurately enables 

more meaningful cost information to beobtained; meaningful profit centers to create and 

make theproduct profitability calculation; the ease of making simpleand understandable 

calculations; to provide a goodunderstanding of the accounting and checking environment; 

tomake products and services that create value by eliminatingproduction costs; to determine 

and eliminate the activitieswhich are the principal causes of the problem; identify 

andeliminate problems; to eliminate weak assumptions andinsufficient resource distribution 

costs, to ensure thedeployment of correct management decisions so as to procureaccurate 

cost information. 

The basic concepts utilized in the ABC method are:necessary cost concepts, resources, 

activity cost pool, costdrivers, and cost objectives. These concepts are brieflydescribed as 

follows. OperationsOperationsOperationsOperations: if the operation is a functionto generate an output, in order to fulfill this, 

the process willconsume resources. ResourcesResourcesResourcesResources; in order either for theoperations to be 

applied or costs to be administered theprincipal source elements of economic cost must be 

managed. 

Operational Cost PoolOperational Cost PoolOperational Cost PoolOperational Cost Pool: the total operation-related cost. Cost driverCost driverCost driverCost driver; defining the measure 

used in determining the cost of awork or activity. Cost ObjectCost ObjectCost ObjectCost Object, the highest cost point, the 

causeand ultimate goal of the activities is defined. Activity-based costing for the successful 

implementation ofthe method; upper management; activity-based costing methodto identify 

realistic and achievable targets in the organization,you must understand the benefits related 

to the topic.Introduce the method of activity-based costing in theenterprise and the 

establishment of a project team in order toimplement the required measures. Employees' 

understandingof the contents and application of the ABC application methodwith regard to 

business training is crucial for the success of themodel. It should be ensured that sufficient 

resources to enablethe application of ABC exist. Enough time should be allocatedwithin 

working hours for analysis and data collecting. Theapplication of the ABC method application 

should be kept assimple as possible and should be implemented in the startingphases of the 
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pilot project. Upper management shouldconstantly develop the application through 

continuousfeedback to render its implementation easier. 

 

 

ActivActivActivActivity ity ity ity ––––    Controllable and uncontrollable costsControllable and uncontrollable costsControllable and uncontrollable costsControllable and uncontrollable costs    
 

Controllable and Uncontrollable CostsControllable and Uncontrollable CostsControllable and Uncontrollable CostsControllable and Uncontrollable Costs    

 

Indicate whether the costs below are controllable or uncontrollable. 

Rs.Rs.Rs.Rs.    ActivityActivityActivityActivity    ControllableControllableControllableControllable    UncontrollableUncontrollableUncontrollableUncontrollable    

10,000  Monthly purchase of bottled water   

400,000  Freezer repair   

48,000  Monthly purchase of rice stock   

24,000  Monthly purchase of beans stock   

300,000  Monthly wages for administrative staff   
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30,000  Monthly wages for delivery staff   

40,000  Monthly shop rental    

60,000  Payment for shop maintenance    

600,000  
Purchase of a small truck for local 

deliveries 
  

300,000  Purchase of plastic bags   

60,000  Monthly electricity and telephone bills    

200,000  Monthly insurance premium   

100,000  Commission to sales person    

 

Controllable and UncoControllable and UncoControllable and UncoControllable and Uncontrollable Costs ntrollable Costs ntrollable Costs ntrollable Costs ––––    Answer KeyAnswer KeyAnswer KeyAnswer Key    

 

Indicate whether the costs below are controllable or uncontrollable. 

Rs.Rs.Rs.Rs.    ActivityActivityActivityActivity    ControllableControllableControllableControllable    UncontrollableUncontrollableUncontrollableUncontrollable    

10,000  Monthly purchase of bottled water X  

400,000  Freezer repair  X 

48,000  Monthly purchase of rice stock X  

24,000  Monthly purchase of beans stock X  

300,000  Monthly wages for administrative staff X  

30,000  Monthly wages for delivery staff X  

40,000  Monthly shop rental   X 

60,000  Payment for shop maintenance   X 

600,000  
Purchase of a small truck for local 

deliveries 
X  

300,000  Purchase of plastic bags X  
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60,000  Monthly electricity and telephone bills  X  

200,000  Monthly insurance premium  X 

100,000  Commission to sales person  X  

 

Activity – Cost variance 
 

Case study – Fresh Harvest Supermarket – Cost Variance  

Fresh Harvest Supermarket has a stable customer base and a group of highly skilled 

and loyal employees who have been working with the company for many years. 

With a stable workforce and strong market demand for its goods, Fresh Harvest 

Supermarket has been profitable for the last five years. In fact, sales revenues have 

increased steadily between 20% and 25% annually in this time frame. 

At the beginning of each year, the owner prepares a budget for expected orders and 

expenses for the following 12 months. Then, at the end of the year he compares the 

expected profit with the actual results. From time-to-time during the year he will look at 

his orders, expenses, and the balance of his bank account. 

After paying his bills at the end of June, the owner of Fresh Harvest Supermarket 

realizes that sales revenues are about even with costs. When he reviews his estimate for 

upcoming orders, he begins to worry that by year end the company will be running a 

loss. Though not large, any loss is unusual for the company. 

The owner knows that sales are up the prices he charges to customers have been 

steady, yet his costs have obviously risen as well. 

 

    

Questions for discussion:Questions for discussion:Questions for discussion:Questions for discussion:    
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1. What could be the cause of this unusual situation for Fresh Harvest Supermarket? 

2. What could the owner have done to not be surprised by the fact that his costs were 

about equal to sales revenues? 

3. What measures could the owner implement to avoid surprises like this in the future? 

 

 

Cost Variance Answer KeyCost Variance Answer KeyCost Variance Answer KeyCost Variance Answer Key    

 

1.1.1.1. What could be the cause of tWhat could be the cause of tWhat could be the cause of tWhat could be the cause of this unusual situation for Indonesia Retail Enterprise?his unusual situation for Indonesia Retail Enterprise?his unusual situation for Indonesia Retail Enterprise?his unusual situation for Indonesia Retail Enterprise?    

• Costs have risen faster than sales. 

• At the current pace, costs will keep rising to the point where they will overtake 

sales by the end of the year. 

 

2.2.2.2. What could the owner have done to not be surprised bWhat could the owner have done to not be surprised bWhat could the owner have done to not be surprised bWhat could the owner have done to not be surprised by the fact that his costs were about equal to sales y the fact that his costs were about equal to sales y the fact that his costs were about equal to sales y the fact that his costs were about equal to sales 
revenues?revenues?revenues?revenues?    

• The owner should review cost and sales data more frequently, at least at the end 

of each month, if not more frequently. 

• This way he will not be caught off guard in the middle of the year to the point 

where he suddenly realizes that he may end up with a loss for the entire year. 

    

3.3.3.3. What measures could the owner implement to avoid surprises like this in the future?What measures could the owner implement to avoid surprises like this in the future?What measures could the owner implement to avoid surprises like this in the future?What measures could the owner implement to avoid surprises like this in the future?    

• The owner should schedule regular reviews of his books. 

• Not only will this help to avoid surprises, but he may be able to take action sooner 

to avoid long-term problems. 

 

 

 


