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4.0HumanResourceManagement
Humanresourcesisusedtodescribeboththepeoplewhoworkforacompanyororganizationandthe
departmentresponsibleformanagingresourcesrelatedtoemployees.Theterm humanresourceswas
firstcoinedinthe1960swhenthevalueoflaborrelationsbegantogarnerattentionandwhennotions
suchasmotivation,organizationalbehavior,andselectionassessmentsbegantotakeshape..

Humanresourcemanagementisacontemporary,umbrellaterm usedtodescribethemanagementand
developmentofemployeesinanorganization.Alsocalledpersonnelortalentmanagement(although
thesetermsareabitantiquated),humanresourcemanagementinvolvesoverseeingallthingsrelatedto
managinganorganization’shumancapital.

Humanresourcemanagementisthereforefocusedonanumberofmajorareas,including:

Recruitingandstaffing
Compensationandbenefits
Trainingandlearning
Laborandemployeerelations

Organizationdevelopment

Duetothemanyareasofhumanresourcemanagement,itistypicalforprofessionalsinthisfieldto
possessspecificexpertiseinoneormoreareas.JustafewoftherelatedcareertitlesforHR
professionalsinclude:

Trainingdevelopmentspecialist 

HRmanager
 Benefitsspecialist
 Humanresourcegeneralist
 Employmentservicesmanager
 Compensationandjobanalysisspecialist
Traininganddevelopmentmanager
 Recruiter
 Benefitscounselor
Personnelanalyst

4.1PersonnelManagement:Definition,Objectives,Functions:

DefinitionofPersonnelManagement:C.H.Northcottdefines PersonnelManagementas
follows:“PersonnelManagementis an extension ofgeneralmanagement,thatofprompting and
stimulatingeveryemployeetomakehisfullestcontributiontothepurposeofbusiness.”
AccordingtoDaleYoder“Themanagementofhumanresourcesisviewedasasystem inwhich

participantsseektoattainbothindividualandgroupgoals.”

ObjectivesofPersonnelManagement:

Theseareclassifiedintotwo: (а)
GeneralObjectives:
Theserevealthebasicphilosophyoftopmanagementtowardsthelabourforceengagedonthe work
anditsdeepunderlyingconvictionastotheimportanceofthepeopleintheorganisation.Thefollowing
arethemostimportantobjectives.
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(i)Maximum individualdevelopment:

Theemployershouldalwaysbecarefulindevelopingthepersonalityofeachindividual.Eachindividual

differsinnatureandthereforemanagementshouldrecognisetheirindividualabilityandmakeuseof

suchabilityinaneffectiveandmakeuseofsuchabilityinaneffectivemanner.

(ii)Desirableworkingrelationshipbetweenemployerandemployees:

Itisthemainobjectiveofpersonnelmanagementtohaveadesirableworkingrelationshipbetween

employeeandemployeessothattheymayco-operatethemanagement.

(iii)Effectivemoldingofhumanresourcesascontrastedwithphysicalresources:Manistheonly

activefactorofproduction,whichengagestheotherfactorsofproductiontowork.

(b)Specificobjectives:Followingaresomeoftheimportant

activities:(i)Selectionofrighttypeandnumberofpersonsrequired

totheorganisation.

(ii)Properorientationandintroductionofnewemployeestotheorganisationandtheirjobs.

(iii)Suitabletrainingfacilitiesforbetterjobperformanceandtopreparethemantoacceptthe

challengeofhigherjob.(iv)Provisionofbetterworkingconditionsandotherfacilitiessuchasmedical

facilities.

(v)Togiveagoodimpressiontothemanwhoisleavingthe

organisation.(vi)Maintaininggoodrelationswiththeemployees.

FunctionsofPersonnelManagement:
Personnelmanagementinvolvestwocategoriesoffunctions—managerialand

operative.BasicManagerialFunctions:

Planning,organising,motivatingandcontrolling—arecommontoallmanagersincludingpersonnel

managersandareperformedbyallofthem.Thatiswhyitissaidthatgeneralmanagementand

personnelmanagementareoneandthesame.

Operativefunctions:

Theplanningfunctionofapersonnelmanagerpertainstothestepstakenindeterminingacourseof

action.Thisinvolvesdeveloping apersonnelprogrammeand specifying whatand how operative

personnelfunctionsaretobeperformed.

Afterplanshavebeendeveloped,thepersonnelmanagermustestablishanorganisationtocarrythem

out.Thisfunction,therefore,callsforgroupingsofpersonnelactivities,assignmentofdifferentgroupof

activitiestodifferentindividuals,delegationofauthoritytocarrythem outandprovisionforcoordination

ofauthorityrelationshipshorizontallyandverticallyintheorganisationstructure.

Motivationinvolvesguidingandsupervisingthepersonnel.Personnelmanagermustinculcateinthe

workers a keen appreciation ofthe enterprise policies.He mustguide them towards improved

performanceandmotivatethem toworkwithzealandconfidence.

Control involves measuring performance, correcting negative deviations and assuring the

accomplishmentofplans.Throughdirectobservation,directsupervision,aswellasreports,recordsand

audit,personnelmanagementassuresitselfthatitsactivitiesarebeingcarriedoutinaccordancewith

theplans.

4.2Staffing,IntroductiontoHRPlanning,RecruitmentProcedure

Staffing:
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Intheprocessoforganising,amanagerestablishespositionsanddecideswhichdutiesand
responsibilitiestobeentrustedtodifferentindividuals.Instaffing,heattemptstoplacetheright
personfortherightjob.

Efficientstaffing(HRPlanning)involvesthefollowingactivitiesorsteps:
1.ManpowerPlanning–Thisisthefirststepintheprocessofstaffing.Itisconcernedwithdetermining
thenumberandtypesofstaffrequiredfortheorganisation.
2.EmploymentofPersonnel–Itinvolvesrecruitmentandselectionofpersonnelasneededinthe
organisation.Recruitmentreferstoidentificationofthesourcesofmanpoweravailabilityandmakingof
effortstosecureapplicantsforthevariousjobpositionsintheorganisation.
Selectionistheprocessofchoosingandappointingtherightcandidatesforvariousjobsinthe
organisation.Itincludesreceivingandscreeningofapplications,employmenttests,interviewand
medicalexaminationofcandidates.
3.Placement–Whenanewemployeereportsforduty,heistobeplacedonthejobforwhichheisbest
suited.Placementisaveryimportantprocessasitcanensure‘rightpersondoingtherightjob’.Ifanew
employeeisnotabletoadjustonhisjob,hemaybegivensometrainingortransferredtosomeother
job.
4.Induction–Inductionisconcernedwiththeprocessofintroducingororientinganewemployeeto
theorganisation.Thenewemployeesarefamiliarisedwiththeirunits,supervisorsandfellow
employees.Theyarealsotobeinformedabouttheworkinghours,teaorcoffeebreaks,lunchperiod,
procedureforavailingleaves,safetyprecautions,medicalfacilities,transportfacilities,etc.
5.Training–Systematictraininghelpsinincreasingtheskillsandknowledgeofemployeesindoing
theirjob.Variousmethodsoftrainingcanbeusedtoenhancetheknowledgeandskillsofthe
employees.On-the-jobmethodsaremoreusefulfortheoperativeemployeesandoff-the-jobmethods
canalsobeemployedforthesupervisorypersonnel.
6.Compensation–Remunerationofworkersinvolvesfixationoftheirwagesandsalariesdepending
upontheirlevel,natureofwork,degreeofriskinvolved,etc.
7.PerformanceAppraisal–Itisconcernedwiththeratingorevaluationoftheperformanceofthe
employees.Transferandpromotionofthestaffarebasedonperformanceappraisal.

RecruitmentProcess:5StepsInvolvedinRecruitmentProces

Thefivestepsinvolvedinrecruitmentprocessareasfollows:(i)RecruitmentPlanning(ii)Strategy
Development(iii)Searching(iv)Screening(v)EvaluationandControl.
1.RecruitmentPlanning:
Thefirststepinvolvedintherecruitmentprocessisplanning.Here,planninginvolvestodrafta
comprehensivejobspecificationforthevacantposition,outliningitsmajorandminorresponsibilities;
theskills,experienceandqualificationsneeded;gradeandlevelofpay;startingdate;whether
temporaryorpermanent;andmentionofspecialconditions,ifany,attachedtothejobtobefilled”

2.StrategyDevelopment:
Onceitisknownhowmanywithwhatqualificationsofcandidatesarerequired,thenextstepinvolvedin
thisregardistodeviseasuitablestrategyforrecruitingthecandidatesintheorganisation.

Thestrategicconsiderationstobeconsideredmayincludeissueslikewhethertopreparetherequired
candidatesthemselvesorhireitfrom outside,whattypeofrecruitmentmethodtobeused,what
geographicalareabeconsideredforsearchingthecandidates,whichsourceofrecruitmenttobe
practiced,andwhatsequenceofactivitiestobefollowedinrecruitingcandidatesintheorganisation.

3.Searching:
Thisstepinvolvesattractingjobseekerstotheorganisation.Therearebroadlytwosourcesusedto
attractcandidate.Theseare:
1.InternalSources,and2.
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ExternalSources
Thesehavebeenjustdiscussed,indetail,under6.3Sourcesof
Recruitment.4.Screening:
Thoughsomeviewscreeningasthestartingpointofselection,wehaveconsidereditasanintegral
partofrecruitment.Thereasonbeingtheselectionprocessstartsonlyaftertheapplicationshavebeen
screenedandshortlisted.Letitbeexemplifiedwithanexample.
IntheUniversities,applicationsareinvitedforfillingthepostofProfessors.Applicationsreceivedin
responsetoinvitation,i.e.,advertisementarescreenedandshortlistedonthebasisofeligibilityand
suitability.Then,onlythescreenedapplicantsareinvitedforseminarpresentationandpersonal
interview.Theselectionprocessstartsfrom here,i.e.,seminarpresentationorinterview.
Jobspecificationisinvaluableinscreening.Applicationsarescreenedagainstthequalification,
knowledge,skills,abilities,interestandexperiencementionedinthejobspecification.Thosewhodonot
qualifyarestraightwayeliminatedfrom theselectionprocess.
Thetechniquesusedforscreeningcandidatesvarydependingonthesourceofsupplyandmethod
usedforrecruiting.Preliminaryapplications,de-selectiontestsandscreeninginterviewsarecommon
techniquesusedforscreeningthecandidates.
5.EvaluationandControl:
Giventheconsiderablecostinvolvedintherecruitmentprocess,itsevaluationandcontrolis,therefore,
imperative.

4.3Personnel–Training&Development,Typesoftraining,Induction,Skill
Enhancement
Training&Development:
Trainingconstitutesabasicconceptinhumanresourcedevelopment.Itisconcernedwithdevelopinga
particularskilltoadesiredstandardbyinstructionandpractice.Trainingisahighlyusefultoolthatcan
bringanemployeeintoapositionwheretheycandotheirjobcorrectly,effectively,andconscientiously.

Trainingistheactofincreasingtheknowledgeandskillofanemployeefordoingaparticularjob.
NeedforTraining:
Everyorganizationshouldprovidetrainingtoalltheemployeesirrespectiveoftheir
qualificationsandskills.Specificallytheneedfortrainingarisesbecauseoffollowing
reasons:
1.Environmentalchanges:
Mechanization,computerization,andautomationhaveresultedinmanychangesthatrequiretrained
staffpossessingenoughskills.Theorganizationshouldtraintheemployeestoenrichthem withthe
latesttechnologyandknowledge.
2.Organizationalcomplexity:
Withmoderninventions,technologicalupgradation,anddiversificationmostoftheorganizationshave
becomeverycomplex.Thishasaggravatedtheproblemsofcoordination.So,inordertocopeupwith
thecomplexities,traininghasbecomemandatory.
3.Humanrelations:
Everymanagementhastomaintainverygoodhumanrelations,andthishasmadetrainingasoneofthe
basicconditionstodealwithhumanproblems.
4.Tomatchemployeespecificationswiththejobrequirementsandorganizationalneeds:
Anemployee’sspecificationmaynotexactlysuittotherequirementsofthejobandtheorganization,
irrespectiveofpastexperienceandskills.Thereisalwaysagapbetweenanemployee’spresent
specificationsandtheorganization’srequirements.Forfillingthisgaptrainingisrequired.
5.Changeinthejobassignment:
Trainingisalsonecessarywhentheexistingemployeeispromotedtothehigherlevelortransferredto
anotherdepartment.Trainingisalsorequiredtoequiptheoldemployeeswithnewtechniquesand
technologies.

TypesofTraining:
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Varioustypesoftrainingcanbegiventotheemployeessuchasinductiontraining,refreshertraining,on
thejobtraining,vestibuletraining,andtrainingforpromotions.

Someofthecommonlyusedtrainingprogramsarelistedbelow:1.Inductiontraining:
Alsoknownasorientationtraininggivenforthenewrecruitsinordertomakethem familiarizewiththe
internalenvironmentofanorganization.Ithelpstheemployeestounderstandtheprocedures,codeof
conduct,policiesexistinginthatorganization.
2.Jobinstructiontraining:
Thistrainingprovidesanoverviewaboutthejobandexperiencedtrainersdemonstratestheentirejob.
Additiontrainingisofferedtoemployeesafterevaluatingtheirperformanceifnecessary.
3.Vestibuletraining:
Itisthetrainingonactualworktobedonebyanemployeebutconductedawayfrom the
workplace.4.Refreshertraining:
Thistypeoftrainingisofferedinordertoincorporatethelatestdevelopmentinaparticularfield.This
trainingisimpartedtoupgradetheskillsofemployees.Thistrainingcanalsobeusedforpromotingan
employee.
5.Apprenticeshiptraining:
Apprenticeisaworkerwhospendsaprescribedperiodoftimeunderasupervisor.

4.4Grievancehandling
A grievanceisanydissatisfactionorfeelingofinjusticehavingconnectionwithone’semployment
situationwhichisbroughttotheattentionofmanagement.Speakingbroadly,agrievanceisany
dissatisfactionthatadverselyaffectsorganizationalrelationsandproductivity.Tounderstandwhata
grievanceis,itisnecessarytodistinguishbetweendissatisfaction,complaint,andgrievance.
CausesofGrievances:

Grievancesmayoccurduetoanumberofreasons:

1.Economic:

Employeesmaydemandforindividualwageadjustments.Theymayfeelthattheyarepaidlesswhen

comparedtoothers.Forexample,latebonus,payments,adjustmentstoovertimepay,perceived

inequalitiesintreatment,claimsforequalpay,andappealsagainstperformance-relatedpayawards.

2.Workenvironment:

Itmaybeundesirableorunsatisfactoryconditionsofwork.Forexample,light,space,heat,orpoor

physicalconditionsofworkplace,defectivetoolsandequipment,poorqualityofmaterial,unfairrules,

andlackofrecognition.

3.Supervision:

Itmaybeobjectionstothegeneralmethodsofsupervisionrelatedtotheattitudesofthe

supervisortowardstheemployeesuchasperceivednotionsofbias,favouritism,nepotism,caste

affiliationsandregionalfeelings.

4.Organizationalchange:
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Anychangeintheorganizationalpoliciescanresultingrievances.Forexample,theimplementationof

revisedcompanypoliciesornewworkingpractices.

5.Employeerelations:

Employeesareunabletoadjustwiththeircolleagues,sufferfrom feelingsofneglectandvictimization

andbecomeanobjectofridiculeandhumiliation,orotherinter-employeedisputes.

6.Miscellaneous:
Thesemaybeissuesrelatingtocertainviolationsinrespectofpromotions,safetymethods,transfer,

disciplinaryrules,fines,grantingleaves,medicalfacilities,etc.

EffectsofGrievance:
Grievances,ifnotidentifiedandredressed,mayadverselyaffectworkers,managers,andthe
organization.Theeffectsarethefollowing:
1.Ontheproduction:
a.Lowqualityofproduction
b.Lowproductivity
c.Increaseinthewastageofmaterial,spoilage/leakageof
machineryd.Increaseinthecostofproductionperunit
2.Ontheemployees:
a.Increaseintherateofabsenteeism andturnover
b.Reductioninthelevelofcommitment,sincerityand
punctualityc.Increaseintheincidenceofaccidents
d.Reductioninthelevelofemployee
morale.3.Onthemanagers:
a.Strainedsuperior-subordinaterelations.
b.Increaseinthedegreeofsupervisionand
control.c.Increaseinindisciplinecases
d.Increaseinunrestandtherebymachinerytomaintainindustrial
peaceNeedforaFormalProceduretoHandleGrievances:
Agrievancehandlingsystem servesasanoutletforemployeefrustrations,discontents,andgripeslike
apressurereleasevalueonasteam boiler.Employeesdonothavetokeeptheirfrustrationsbottledup
untileventuallydiscontentcausesexplosion.
Theexistenceofaneffectivegrievanceprocedurereducestheneedofarbitraryactionbysupervisors
becausesupervisorsknowthattheemployeesareabletoprotectsuchbehaviorandmakeproteststo
beheardbyhighermanagement.Theveryfactthatemployeeshavearighttobeheardandareactually
heardhelpstoimprovemorale.Inviewofallthese,everyorganizationshouldhaveaclear-cut
procedureforgrievancehandling.
4.5Leadership&Motivation,Maslow’sTheoryofMotivation

Leadership

Leadersandtheirleadershipskillsplayanimportantroleinthegrowthofanyorganization.Leadership
referstotheprocessofinfluencingthebehaviourofpeopleinamannerthattheystrivewillinglyand
enthusiasticallytowardstheachievementofgroupobjectives.
Aleadershouldhavetheabilitytomaintaingoodinterpersonalrelationswiththefollowersor
subordinatesandmotivatethem tohelpinachievingtheorganizationalobjectives.
QualitiesofaLeader
 Personality:Apleasingpersonalityalwaysattractspeople.Aleadershouldalsofriendlyandyet

authoritativesothatheinspirespeopletoworkhardlikehim.
 Knowledge:Asubordinatelooksuptohisleaderforanysuggestionthatheneeds.Agood

leadershouldthuspossessadequateknowledgeandcompetenceinordertoinfluencethe
subordinates.

 Integrity:Aleaderneedstopossessahighlevelofintegrityandhonesty.Heshouldhavea
fairoutlookandshouldbasehisjudgmentonthefactsandlogic.Heshouldbeobjectiveandnot
biased.
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 Initiative:Agoodleadertakesinitiativetograbtheopportunitiesandnotwaitforthem and
usethem totheadvantageoftheorganization.

 Communicationskills:Aleaderneedstobeagoodcommunicatorsothathecanexplainhisideas,
policies,andproceduresclearlytothepeople.Henotonlyneedstobeagoodspeakerbutalsoa
goodlistener,counsellor,andpersuader.

 Motivationskills:Aleaderneedstobeaneffectivemotivatorwhounderstandstheneedsof
thepeopleandmotivatesthem bysatisfyingthoseneeds.

 Self-confidenceandWillPower:Aleaderneedstohaveahighlevelofself-confidenceand
immensewill-powerandshouldnotloseitevenintheworstsituations,elseemployeeswillnot
believeinhim.

Intelligence:Aleaderneedstobeintelligentenoughtoanalyzetheprosandconsofasituationandtake
adecisionaccordingly.Healsoneedstohaveavisionandfore-sightednesssothathecanpredictthe
futureimpactofthedecisionstakenbyhim.
 Decisiveness:Aleaderhastobedecisiveinmanaginghisworkandshouldbefirm onthe

decisionsaretakenbyhim.
 Socialskills:Aleadershouldpossessempathytowardsothers.Heshouldalsobeahumanist

whoalsohelpsthepeoplewiththeirpersonalproblems.Healsoneedstopossessasenseof
responsibilityandaccountabilitybecausewithgreatauthoritycomesgreatresponsibility.
.

TypesofLeadership
AutocraticLeadership:
Autocraticleadershipallowsautocraticleadertotaketheultimatecontroloftakingdecisionswithout
consultingothers.Anautocraticleaderpossesshighlevelofpowerandauthorityandimposesitswill
onitsemployees.Thistypeofleadershipprovestobeusefulwherecloselevelofsupervisionisrequired.
Creativeemployeesmoralegoesdownbecausetheiroutputisnotgivenimportanceandisoftendetest
byemployees.Sincetheyareunabletotakeanypartindecisionmaking,thisresultsinjobsatisfaction
andstaffturnover.

BureaucraticLeadership
Underbureaucraticleadership,aleaderbelievesinstructuredproceduresandensurethathisorher
employeesfollowproceduresexactly.Thistypeofleadershipleavesnospacetoexplorenewwaysto
solveissuesandinfactworkbybook.Thistypeofleadershipisnormallyfollowedinhospitals,
universities,banks(wherelargeamountofmoneyisinvolved)andgovernmentorganizationstoreduce
corruption and increase security.Selfmotivated individuals who are highlyenergetic often feel
frustratedduetobecauseoforganizationinabilitytoadapttochangingenvironment.
Laissez-FaireLeadership
Underthistypeofleadership,alaissez-faireleaderdonotexercisecontrolonitsemployeesdirectly.
Sinceemployeesarehighlyexperiencedandneedlittlesupervision,alaissez-faireleaderfailstoprovide
continuousfeedbackto employeesunderhisorhersupervision.Thistypeofleadership isalso
associated withleadersthatdo notsupervisetheirteam members,failed to providecontinuous
feedbackresultinginhighcosts,badservice,failuretomeetdeadlines,lackofcontrolandpoor
production.

CharismaticLeadership
Thecharismaticleaderisvisionaryandworksbyinfusinghighamountofenergyandenthusiasm inhis
team.Hesetsasrolemodelforhisteam anddriveotherstoshowhighlevelofperformance.Thistype
ofleaderiscommittedtotheorganizationandbelievesmoreinhim ratherthanhisteam.Thepresence
ofcharismaticleaderworksasaboostforrestoftheemployeesandthereforesuchtypeofleader
shouldbecommittedtotheorganizationforthelongrun.
Acharismaticleadershipmayposeasarisktothecompanyifhedecidedtoleavetoexplorenew
opportunitiesanditmighttakelotoftimeandhardworkbythecompanytowintheconfidenceofits
employees.

ParticipativeLeadership
Alsoknownasdemocraticleadershipstyle,participativeleadershipconsultsemployeesandseriously
considerstheirideaswhenmakingdecisions.Whenacompanymakeschangeswithintheorganization,



theparticipativeleadershipstylehelpsemployeesacceptchangeseasilybecausetheyhadgivenabig
role in the process.Participative Leadership maybe required fortasks thatare non routine or
unstructured,whererelationshipsarenon-authoritarianandthesubordinate‘slocusofcontrolisinternal.
DirectiveLeadership
DirectiveLeadershipprovidesguidanceaboutwhatshouldbedoneandhowtodoit,schedulingwork,
andmaintainingstandardsofperformance.Thus,itmaybeinferredthatdirectiveleadershipiseffective
asthesubordinatorshasanexternallocusofControl,lacksexperience,hasahighneedforclarityora
lowneedofachievement.Also,whenthetaskisunstructured,orthereisconflictbetweenworkgroups,
amoredirectivestylewouldbeuseful.

SupportiveLeadership
SupportiveLeadershipshow concernfortheneedsoftheemployees,leaderisfriendlyand
approachable.SupportiveLeadershipwouldbemoresuitableforhighlystructuredtasks,under
bureaucraticandformalauthorityrelationship.InsupportiveLeadership,leadersupporttotheir
subordinates officially and some time personally also.Leaderalways try to fulfilltheir
requirements,itboostemployeesmoralalso.
AchievementOrientedLeadership
AchievementorientedLeadershipencourageemployeestoperform attheirhighestlevelby
settingchallenginggoals,emphasizingexcellenceanddemonstratingconfidenceinemployees
abilities.AchievementOrientedLeadershipislargelysuitableforunstructuredtasks,wherethe

subordinateneedforachievementishigh.WhatisMotivation?

Motivationisthewordderivedfrom theword’motive’whichmeansneeds,desires,wantsor
driveswithintheindividuals.Itistheprocessofstimulatingpeopletoactionstoaccomplishthe
goals.Intheworkgoalcontextthepsychologicalfactorsstimulatingthepeople’sbehaviourcan
be-

desireformoney

success
 recognition
 job-satisfaction

team work,etc
Oneofthemostimportantfunctionsofmanagementistocreatewillingnessamongsttheemployees
toperform inthebestoftheirabilities.Thereforetheroleofaleaderistoarouseinterestin
performanceofemployeesintheirjobs.Theprocessofmotivationconsistsofthreestages:-

1.Afeltneedordrive
2.Astimulusinwhichneedshavetobearoused
3.Whenneedsaresatisfied,thesatisfactionoraccomplishmentofgoals.

Therefore,wecansaythatmotivationisapsychologicalphenomenonwhichmeansneedsandwants
oftheindividualshavetobetackledbyframinganincentiveplan.

Maslow’sNeedHierarchyModel
Humanbehaviorisgoal-directed.Motivationcausegoal-directedbehaviour.Itisthroughmotivationthat
needscanbehandledandtackledpurposely.Thiscanbeunderstoodbyunderstandingthehierarchyof
needsbymanager.Theneedsofindividualservesasadrivingforceinhumanbehaviour.Therefore,a
managermustunderstandthe“hierarchyofneeds”.Maslowhasproposed“TheNeedHierarchyModel”.
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FIGURE-Maslow’sNeedHierarchyModelThe
needshavebeenclassifiedintothefollowinginorder:

1.Physiologicalneeds-Thesearethebasicneedsofanindividualwhichincludesfood,clothing,
shelter,air,water,etc.Theseneedsrelatetothesurvivalandmaintenanceofhumanlife.

2.Safetyneeds-Theseneedsarealsoimportantforhumanbeings.Everybodywantsjobsecurity,
protectionagainstdanger,safetyofproperty,etc.

3.Socialneeds-Theseneedsemergefrom society.Manisasocialanimal.Theseneedsbecome
important.Forexample-love,affection,belongingness,friendship,conversation,etc.

4.Esteem needs-Theseneedsrelatetodesireforself-respect,recognitionandrespectfrom others.
5.Self-actualizationneeds-Thesearetheneedsofthehighestorderandtheseneedsarefoundin
thosepersonwhosepreviousfourneedsaresatisfied.Thiswillincludeneedforsocialservice,
meditation.

4.6SafetyManagement,Causesofaccident,Safetyprecautions
(Discussedinchapter7)

4.7Introductionto–,FactoryAct,ESIAct,WorkmenCompensationAct,IndustrialDisputeAct

FactoryAct:

TheFactoriesAct,1948(ActNo.63of1948),asamendedbytheFactories(Amendment)Act,1987(Act20of1987),
servestoassistinformulatingnationalpoliciesinIndiawithrespecttooccupationalsafetyandhealthinfactoriesand
docksinIndia.Itdealswithvariousproblemsconcerningsafety,health,efficiencyandwell-beingofthepersonsat
workplaces.

TheActisadministeredbytheMinistryofLabourandEmploymentinIndiathroughitsDirectorateGeneralFactory
AdviceService&LabourInstitutes(DGFASLI)andbytheStateGovernmentsthroughtheirfactoryinspectorates.
DGFASLIadvisestheCentralandStateGovernmentsonadministrationoftheFactoriesActandcoordinatingthe
factoryinspectionservicesintheStates.

TheActisapplicabletoanyfactoryusingpower&employing10ormoreworkersandifnotusingpower,employing
20ormoreworkersonanydayoftheprecedingtwelvemonths,andinanypartofwhichamanufacturingprocessis
beingcarriedonwiththeaidofpower,orisordinarilysocarriedon,orwhereontwentyormoreworkersareworking,
orwereworkingonanydayoftheprecedingtwelvemonths,andinanypartofwhichamanufacturingprocessis
beingcarriedonwithouttheaidofpower,orisordinarilysocarriedon;butthisdoesnotincludeamine,oramobile
unitbelongingtothearmedforcesoftheunion,arailwayrunningshedorahotel,restaurant.

ESIAct:
Employees'StateInsurance(abbreviatedasESI)isaself-financingsocialsecurityandhealth

insuranceschemeforIndianworkers.ThefundismanagedbytheEmployees'StateInsuranceCorporation

(ESIC)accordingtorulesandregulationsstipulatedintheESIAct1948.ESICisaStatutoryBodyand

AdministrativeMinistryisMinistryofLabourandEmployment,GovernmentofIndia.

Employees'StateInsuranceCorporation(ESIC),establishedbyESIAct,isanautonomouscorporation
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underMinistryofLabourandEmployment,GovernmentofIndia.Thecorporationcansetuphospitalseither

independentlyorincollaborationwithstategovernmentorotherprivateentities,butmostofthedispensariesand

hospitalsarerunbyconcernedstategovernments.

Forallemployeesearning₹21,000(US$290)orlesspermonthaswages,theemployercontributes3.25%and

theemployeecontributes0.75%,totalshare4%.ThisfundismanagedbytheESICorporation(ESIC)according

torulesandregulationsstipulatedthereintheESIAct1948,whichoverseestheprovisionofmedicalandcash

benefitstotheemployeesandtheirfamily.ESIschemeisatypeofsocialsecurityschemeforemployeesinthe

organisedsector.

Theemployeesregisteredundertheschemeareentitledtomedicaltreatmentforthemselvesandtheir

dependents,unemploymentcashbenefitincertaincontingenciesandmaternitybenefitincaseofwomen

employees.Incaseofemployment-relateddisablementordeath,thereisprovisionforadisablementbenefitand

afamilypensionrespectively.Outpatientmedicalfacilitiesareavailablein1418ESIdispensariesandthrough
1,678registeredmedicalpractitioners.Inpatientcareisavailablein145ESIhospitalsand42hospitalannexes

withatotalof19,387beds.Inaddition,severalstategovernmenthospitalsalsohavebedsfortheexclusiveuse

ofESIBeneficiaries.Cashbenefitscanbeavailedinanyof830ESIcentresthroughoutIndia.

WorkmenCompensationAct:

Workmen'sCompensationunderTheWorkmen'sCompensationAct,1923

TheWorkmen'sCompensationAct,aimstoprovideworkmenand/ortheirdependentssomerelief
incaseofaccidentsarisingoutofandinthecourseofemploymentandcausingeitherdeathor
disablementofworkmen.

Itprovidesforpaymentbycertainclassesofemployerstotheirworkmencompensationforinjury
byaccident.

Everyemployee(includingthoseemployedthroughacontractorbutexcludingcasualemployees),
whoisengagedforthepurposesofemployer'sbusinessandwhosuffersaninjuryinanyaccident
arisingoutofandinthecourseofhisemployment,shallbeentitledforcompensationunderthe
Act.
Employer'sLiabilityForCompensation
TheemployerofanyestablishmentcoveredunderthisAct,isrequiredtocompensateanemployee:

1. Whohassufferedanaccidentarisingoutofandinthecourseofhisemployment,resultinginto(i)
death,(ii)permanenttotaldisablement,(iii)permanentpartialdisablement,or(iv)temporary
disablementwhethertotalorpartial,or

2. Whohascontractedanoccupationaldisease.

IndustrialDisputeAct:

TheIndustrialDisputesAct,1947extendstothewholeofIndiaandregulatesIndianlabourlaw
sofarasthatconcernstradeunionsaswellasIndividualworkmanemployedinanyIndustry
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withintheterritoryofIndianmainland.Enactedon11thMarch1947andItcameintoforce1
April1947

Objectives:

Anacttomakeprovisionfortheinvestigationandsettlementofindustrialdisputes,andfor
certainotherpurposes.TheobjectiveoftheIndustrialDisputesActistosecureindustrialpeace
andharmonybyprovidingmechanism andprocedurefortheinvestigationandsettlementof
industrialdisputesbyconciliation,arbitrationandadjudicationwhichisprovidedunderthestatute.
Themainandultimateobjectiveofthisactis"MaintenanceofPeacefulworkcultureinthe
IndustryinIndia"whichisclearlyprovidedundertheStatementofObjects&Reasonsofthe
statute.

Thelawsapplyonlytotheorganisedsector.ChapterVtalksaboutthemostimportantandoftenin
newstopicof'StrikesandLockouts'.IttalksabouttheRegulationofstrikesandlockoutsandthe
properprocedurewhichistobefollowedtomakeitaLegalinstrumentof'EconomicCoercion'
eitherbytheEmployerorbytheWorkmen.ChapterV-B,introducedbyanamendmentin1976,
requiresfirmsemploying300ormoreworkerstoobtaingovernmentpermissionforlayoffs,
retrenchmentsandclosures.Afurtheramendmentin1982(whichtookeffectin1984)expanded
itsambitbyreducingthethresholdto100workers.

TheActalsolaysdown:

1.Theprovisionforpaymentofcompensationtotheworkmanonaccountofclosureorlay
offorretrenchment.2.TheprocedureforpriorpermissionofappropriateGovernmentfor
layingofforretrenchingtheworkersor

closingdownindustrialestablishments
3.Unfairlabourpracticesonpartofanemployeroratradeunionorworkers.

Administrator
jcgp-round stamp



GROUP-C CHAPTER-5Topic:FinancialManagement

5.0FinancialManagement
5.1.FinancialManagement-Objectives&Functions

MeaningofFinancialManagement
FinancialManagementmeansplanning,organizing,directingandcontrollingthefinancialactivities
such as procurementand utilization offunds ofthe enterprise.Itmeans applying general
managementprinciplestofinancialresourcesoftheenterprise.

Scope/Elements
1.Investmentdecisionsincludesinvestmentinfixedassets(calledascapitalbudgeting).

Investmentincurrentassetsarealsoapartofinvestmentdecisionscalledasworking
capitaldecisions.

2.Financialdecisions-Theyrelatetotheraisingoffinancefrom variousresourceswhichwill
dependupondecisionontypeofsource,periodoffinancing,costoffinancingandthe
returnsthereby.

3.Dividenddecision-Thefinancemanagerhastotakedecisionwithregardstothenetprofit
distribution.Netprofitsaregenerallydividedintotwo:

a.Dividendforshareholders-Dividendandtherateofithastobedecided.
b.Retainedprofits-Amountofretainedprofitshastobefinalizedwhichwilldepend

uponexpansionanddiversificationplansoftheenterprise.

ObjectivesofFinancialManagement
Thefinancialmanagementisgenerallyconcernedwithprocurement,allocationandcontrolof
financialresourcesofaconcern.Theobjectivescanbe-

1.Toensureregularandadequatesupplyoffundstotheconcern.
2.Toensureadequatereturnstotheshareholderswhichwilldependupontheearningcapacity,

marketpriceoftheshare,expectationsoftheshareholders.
3.Toensureoptimum fundsutilization.Oncethefundsareprocured,theyshouldbeutilizedin

maximum possiblewayatleastcost.
4.Toensuresafetyoninvestment,i.e,fundsshouldbeinvestedinsafeventuressothat

adequaterateofreturncanbeachieved.
5.Toplanasoundcapitalstructure-Thereshouldbesoundandfaircompositionofcapitalso

thatabalanceismaintainedbetweendebtandequitycapital.
FunctionsofFinancialManagement

1.Estimationofcapitalrequirements:Afinancemanagerhastomakeestimationwithregards
tocapitalrequirementsofthecompany.Thiswilldependuponexpectedcostsandprofits
andfutureprogrammesandpoliciesofaconcern.Estimationshavetobemadeinan
adequatemannerwhichincreasesearningcapacityofenterprise.

2.Determinationofcapitalcomposition:Oncetheestimationhavebeenmade,thecapital
structurehavetobedecided.Thisinvolvesshort-term andlong-term debtequityanalysis.
Thiswilldependupontheproportionofequitycapitalacompanyispossessingand
additionalfundswhichhavetoberaisedfrom outsideparties.

3.Choiceofsourcesoffunds:Foradditionalfundstobeprocured,acompanyhasmany
choiceslike-

a.Issueofsharesanddebentures
b.Loanstobetakenfrom banksandfinancialinstitutions
c.Publicdepositstobedrawnlikeinform ofbonds.

Choiceoffactorwilldependonrelativemeritsanddemeritsofeachsourceandperiodof
financing.
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4.Investmentoffunds:Thefinancemanagerhastodecidetoallocatefundsintoprofitable
venturessothatthereissafetyoninvestmentandregularreturnsispossible.

5.Disposalofsurplus:Thenetprofitsdecisionhavetobemadebythefinancemanager.This
canbedoneintwoways:

a.Dividenddeclaration-Itincludesidentifyingtherateofdividendsandotherbenefits
likebonus.

b.Retainedprofits-Thevolumehastobedecidedwhichwilldependuponexpansion,
innovational,diversificationplansofthecompany.

6.Managementofcash:Financemanagerhasto makedecisionswithregardsto cash
management.Cashisrequiredformanypurposeslikepaymentofwagesandsalaries,
paymentofelectricityandwaterbills,paymenttocreditors,meetingcurrentliabilities,
maintenanceofenoughstock,purchaseofrawmaterials,etc.

7.Financialcontrols:Thefinancemanagerhasnotonlytoplan,procureandutilizethefunds
buthe also has to exercise controloverfinances.This can be done through many
techniqueslikeratioanalysis,financialforecasting,costandprofitcontrol,etc.

5.2.CapitalGeneration&Management
Theterm "capital"canrefertoanumberofdifferentconceptsinthebusinessworld.While
mostpeoplethinkoffinancialcapital,orthemoneyacompanyusestofundoperations,
humancapitalandsocialcapitalarebothimportantcontributorstoacompany'soverall
financialhealth.

TypesofCapitals
Thefollowingaredifferentexamplesoftypesofcapital:

1.Financial(Economic)Capital
Financialcapitalisnecessaryinordertogetabusinessofftheground.Thistypeofcapitalcomes
from twosources:debtandequity.Debtcapitalreferstoborrowedfundsthatmustberepaidata
laterdate,usuallywithinterest.

Commontypesofdebtcapitalare:

 bankloans
 personalloans
 overdraftagreements
 creditcarddebt

Equitycapitalreferstofundsgeneratedbythesaleofstock,eithercommonorpreferredshares.
Whilethesefundsneednotberepaid,investorsexpectacertainrateofreturn.

Economiccapitalmayalsotaketheform ofcashorotherassetslikerealestate,commodities,
equipment,vehicles,andsoforthwhichmaybedisposedofforcashinthemarket.

2.HumanCapital
Humancapitalisamuchlesstangibleconcept,butitscontributiontoacompany'ssuccessisno
lessimportant.Humancapitalreferstotheskillsandabilitiesacompany'semployeesbringtothe
operation.

Thoughit'shardtoquantifyhumancapitalindollars,mostcompaniesknow thatemployee
performancecanbegreatlyenhancedbycontinuingeducationclasses,professionaldevelopment
seminarsandhealthy-livingprograms.Manybusinesseschoosetoinvestinthehappinessand
well-beingoftheiremployeesbecausethisinvestmentindirectlybenefitsthebottom lineby
cultivatingahappier,moreefficientworkforce.
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3.SocialCapital
Socialcapitalisanevenmoreintangibleasset,referringtotherelationshipspeoplehavetoeach
other,andthedesiretheyhavetodothingsforandwithotherswithintheirsocialnetworks.People
tendtodothingstohelpandencouragethoseintheirsamesocialnetwork,creatingacycleof
mutuallybeneficialreciprocity.Inanindividual'ssocialnetwork,socialcapitalisthevalueofthe
contentoftherelationaltiesbetweenpeopleandnotaproductofthemembersofthenetworkin
andofitself.Forinstance,ifyouhaveawealthyuncleinyournetwork,knowinghecouldlendyou
moneyinapinchwouldbetoleveragethatrelationship'ssocialcapital.

Inbusiness,apersonwithhighsocialcapitalknowsmanyinfluentialpeoplewithinhisindustryand
mayhavemoreopportunitiesforadvancementanddevelopmentthansomeonewhosesocial
circleissmall.Peoplewithhighsocialcapitalmayalsohaveaneasiertimeaccomplishingthings,
bothpersonallyandprofessionally,becausetheycandraw onthestrengthsandresourcesof
otherswithintheirnetworks.

Related to socialcapitalare othertypes thathave been identified by sociologists and
anthropologistssuchas:symboliccapital-forinstance,thehonorandstatusearnedthrough
credentialingorpromotion;andculturalcapital-forinstance,thecapacitytorecognizeand
appreciatehigh-classitemslikeartorfinefoodanddistinguishthatfrom moremiddle-brow
consumption.

SourcesofraisingCapital

Manyentrepreneursdonotknowwheretoacquirefundingwhenstartingoutorexpanding.Ifyou
know wheretolook,you'llfindthattherearemanydifferentsourcesforentrepreneurstoraise
capital.
However,noteverysourceofcapitalissuitableforeverybusiness.Anentrepreneurshouldchoose
onewhichmeetsthecapitalstructurethatbestfitstheirbusiness.Abusiness'capitalstructureis
thewaythatitisfunded,eitherthroughdebt(loans)orequity(sharessoldtoinvestors)financing.
Financialbackingusuallyincludesloans,grants,orinvestorfunding.Someofthetopwaystoraise
capitalarethroughangelinvestors,venturecapitalists,governmentgrants,andsmallbusiness
loans.Thereareothermethodsforfinancingsuchascreditcardsorinvoicefinancing,butthese
shouldbeusedonlyifyouneedcashquicklyandknowtherisksinvolved.

AngelInvestors:
Angelinvestorsaregenerallyindividualsorgroupswhoprovidecapitalfrom theirpersonalassets
toassistyouwithstartingyourbusiness.Thesetypesofinvestorsarelookingforstartupsthat
havegoodpotentialforearnings.
Sincetheyareinvestors,you'llbeexpectedtopresentthem withaportfoliothatisfavorable.This
differsfrom venturecapitalists,whoaremoreinterestedinorganizationsthatarealreadydoing
wellbutneedmoresourcesofcapital.

VentureCapitalists:
Venture capitalists (VCs)are usuallygroups ofindividuals thatprovide capitalthrough an
organization theyhave established.Generally,VCslike to fund companiesthatare already
somewhatestablished,andinneedofmorefinances.However,VCshavebeenknowntosponsor
startupsthatshowsignificantpromise.
VCsarelookingforhighreturnsontheirinvestments(yourbusiness).Thisisnotunusualfor
investors,butsomeVCsmaywanttobeinvolvedinyourbusinessdecisionsaftertheygrantyou
somefunding.
Inthepast,VCshavewantedtomakedecisionsforthebusinessestheyhavefundedtoprotect
theirinvestments.However,manyVCshavemovedtomoreofamentorrole,assistingyouwith
businessdecisionsandofferingguidanceasaprotectivemeasure.Ensureyouenquireaboutthe
roleaVCwouldliketohavebeforeyouacceptanyfunds.



IfyoudonotfindanysuitableVCs,asmallbusinessloanmaybethenextoption.

SmallBusinessLoans:
TheSmallBusinessAdministration(SBA)hasbeenestablishedtoassistbusinessownerswith
theirbusinesses.A smallbusinessloanthroughSBA partnerlenders,whilecompetitive,are
guaranteedbytheSBAandcomewithgenerallylowerratesthantraditionalloans.
Smallbusinessloansarenottheonlyform ofgovernmentassistance.Asourceofcapitaloften
overlookedbyentrepreneursisgovernmentgrants.

GovernmentGrants:
Thegovernmentoffersgrantsthrough theSBA to entrepreneurswho haveresearch-related
businesses.Themostattractivebenefitofagrantisthatitisfreeandyouwon'tneedtorepaythe
government.

Crowdfunding:
Crowdfundingisamethodofraisingfundsfrom individuals,usinganinternet-basedplatform.This
method dependsuponthegenerosityofpeople,and upontheexposureyourcrowdfunding
campaignreceives.
Tohaveasuccessfulcrowdsourcingendeavor,youmustbeabletowinthecrowd'ssupport.
They'llwanttoknow whyyouneedthemoneyandmaywantareasontocontribute.Createa
reasonablemonetarygoal,anddecideonarewardforthecrowdthatassistsyou.Thiscouldbe
publicrecognitionfordonationsorlettingthem bethefirstonestoreceiveyourproduct.

Microloans:
Thesearesmallloansdesignedforsmallbusinessesandstartups.Whatmakestheseloans
attractiveisthattheyareshort-term loanswithlow-interestratescomparedtotraditionalsmall
businessloans.

InvoiceFactoring:
Sometimesreferredtoasinvoiceadvances,invoicefactoringisaprocesswhereanentrepreneur
agreeswithalendertoselltheirinvoicesdue,andletthelendercollectfuturepaymentbythe
customers.
Thisworksbyalenderpurchasingyouropeninvoicesfrom youforareducedamount,then
collectingtheamountthatisdue.Forexample,ifyouhadasalewithreceivablespendingfor
$11,000youcouldsellittoalenderwhomightbuyitfor$9,000.Youreceivecash,andthelender
receivesthe$11,000whenitispaid.
Thisisasourceofcapitalyoumightuseifyouwereverymuchinneedofcapital,asyouwould
lose$2,000inthetransaction.

CreditCards:
Manycompaniesusepersonalandbusinesscreditcardstofinanceimmediateexpenses.Credit
cardsareconvenientwhenyoudon'thavethecashtomakepurchasesatthemoment.
Ifyoudonothavethemeanstomakeyourmonthlypayments,creditcardscanexponentially
increaseyourdebtwithhighannualpercentagerates.

5.3.Budgetsandaccounts:

TypesofBudgets:
Budgetisdefinedasaplan,financialinnature,forapredefinedperiodusuallyforaperiodofoneyear.For
example,asum ofmoneyallocatedforaperiodofoneyear.Itisanintegralpartofalmosteverythingbeit
government,organizations,smallbusinesses,orevenahousehold.
Thebudgetmakesitspresenceeverywhereandensuresproperadherencetoitsincethecrossingofthe
budgetisnotagoodsignbuttheunderutilizingbudgetistheaim.Overspendingofthebudgetshowsalack
ofplanningandmanagingcostsandincome.Anidealbudgetshouldcoveralltheexpensesandleavea
littlesurplusforadditionalandunforeseenexpenses.



Followingare10differenttypesofBudget.Thesearecommonlyusedinalmosteveryorganizationbut
variousbusinessesmayrequiredifferentbudgetsdependingontheirnatureofthebusinessandtheir
specificrequirements.
Herearethe10TypesofBudgetsthatBusinessescanuse1)
Cashflowbudget
Predictingwhenandhowthecashwillflowinoroutofthebusinessiscalledacashflowbudget.Thecash
flowbudgetisusuallyspecifiedforaspecifictime,forexample,ayear.Cashflowbudgetisusefulforthe
organizationtomanageitscashanditalsoconsidersfactorssuchasaccountsreceivableaccounts
payabletodeterminewhetheracompanyhassufficientcashflowinhandsforcontinuingitsoperations.
Cashflowisalsoimportantindeterminingmajorinvestmentdecisionsofthecompany.APharmaceutical
company,forexample,mayuseitscashflowbudgettopredictwhetheritcanstartinvestinginanew
productornot.Manyorganizationsinvesttheadditionalcashflowgeneratedaftertakingcareofall
expensesintosocialandcharitableworkwhichfallsundercorporatesocialresponsibility.
2)OperatingBudget
Aforecastofprojectedincomeandexpensesalongwithitsanalysisoverthecourseofaspecificperiodof
timeiscalledtheoperatingbudget.Operatingbudgetmustincludefactorssuchasproduction,labourcost,
etc.toprovideaclearpictureforthecompany.
Thespecifictimeperiodforoperatingbudgetisweekly,monthly,quarterly,halfyearlyoryearlydepending
ontheconvenienceoftheorganization.Aregularmonthonmonthorquarteronquarteranalysisofthese
reportshelpsinthedeterminationofoverspendingofbudgets.
3)Financialbudget
Thecompanystrategyformanagingitassetsincomeandexpensesandotherfinancialaspectsarepresent
inthefinancialbudget.Thefinancialbudgethelpstopainttheoverallpictureofthefinancialhealthofthe
companyandanoverviewofitspendinginaccordancewithitsrevenuesfrom coreoperations.
Afinancialbudgetisaverystrongdeterminantofstabilityofthecompanyandapositivefinancialbudget
meansgoodbusinessandhealthyorganizationwhythenegativefinancialbudgetindicatesprobableissues.
4)SalesBudget
Thistypeofbudgetgivessomeexpectedsalesrevenueandexpensesandsellingfortheorganizationfora
specificperiodoftime.Itisthebackboneoftheorganizationoritisalsoknownasthenervecentresinceit
istheinitiationonwhicharedepositsarealsobased.Salesforecastingplaysaveryimportantroleand
determinationofsalesbudgetisbothshouldbeproperforfurtherthingstofallinplace.
Forecastingofsalescanbedoneeitherinquantityorvaluedependingontheorganization.Incaseofheavy
equipment’s,itcanbementionedinquantitywiseincaseofFMCG productsbusinessvaluemaybe
mentioned.Properforecastingisessentialforsalesbudgetsinceaforecastmissesthesalesbudgetmight
goofwhichwouldmeanthattheoperationsandavailabilityofmaterialswouldbeaffected.
5)Productionbudget
Salesbudgetformsthebasisforthepreparationoftheproductionbudget.Stocklevelsarealsotakeninto
considerationalongwiththemanufacturingprogram oftheorganization.Theproductionbudgetisvery
usefulindeterminingthecostofproductionwhichinturnwilldecidethepriceoftheproduct.Every
organizationhasadifferenttypeofproductionbudget.
Usually,thebudgetisdividedintoproductionperarticlepermonthandthelikelydemandgeneratedfrom
themarket.IftheSalesanddemandgohigherorloweritwouldbetheresponsibilityoftheorganizationto
adjusttheirproductionbudgetsaccordingly.
6)OverheadsBudget
OverheadsBudgetisthetypeofBudgetwhichinvolvesallthecostsandexpensesneededforaspecified
periodoftimeofproduction.Thisincludesbutisnotlimitedtoindirectlabor,directandindirectfactory
expenses,andotherrelatedexpenses.
Acollectionofalltheoverheadsofthefactory,admin,distributionetc.isincludedunderOverheadsBudget.
Usually,thebudgetisprepareddepartmentwiseforefficientcontroloverthecosts.Themanufacturing
expensesarefurtherdividedintoFixed,semi-variableandvariablecosts.
7)PersonnelBudget
PersonnelBudgetisoneofthecrucialtypesofthebudgetwhichcoversthemanpowerbudgetforthe
specificperiod.Laborhours,workersgrade,costsetc.Sinceittakescareofallthepersonnel,andefficient
workingofanorganizationdependsonthepaymentoftheemployees,thisisoneoftheimportanttypesof
budget.
8)MarketingBudget
ThebudgetallocatedtotheMarketingdepartmentisknownastheMarketingBudget.ThistypeofBudget
takescareofallthemarketingandpromotionalactivitiesofthecompanyforthecustomers.Theultimate
aim ofmarketingistoassistthesalesteam togeneratemorebusiness.



Themarketingbudgetfortheyeardecidesthenumberofactivitiestobedoneinonefinancialyear.The
activitiesinvolveacombinationofevents,promotions,andadvertisinginordertopromotetheproductto
thecustomer.
9)StaticBudget
StaticBudgetissimilartoFixedcosts.Thesearetheexpenseswhicharestaticandremainunchangedover
alongperiodoftimeanditcouldbeplumbingsupplycosts,warehousecost,factorymaintenanceetc.Itis
notinfluencedbythesalesvolumeoranyotherchangesintheorganization.
10)MasterBudget
Acombinationofalltheindividualbudgetsofthecompany,whichgivesacompletepictureoftheoverall
financialpictureoftheorganizationiscalledasMasterBudget.AllthedepartmentalbudgetslikeSales,
Marketing,OverheadsetcbudgetsarecombinedtoprepareMasterBudget.Establishingrelationinallthe
departmentsisessentialandmasterbudgettakescareofthat.Thelargertheorganization,theusefulis
masterbudgetsincegivesoneviewoverallthedepartments.
TheabovewereallthedifferenttypesofBudgetthatexistsandtheuseofthesebudgetsmayvaryfrom
businesstobusiness.

ProductionBudget(includingVarianceReport)

Salesbudgetformsthebasisforthepreparationoftheproductionbudget.Stocklevelsarealsotakeninto
considerationalongwiththemanufacturingprogram oftheorganization.Theproductionbudgetisvery
usefulindeterminingthecostofproductionwhichinturnwilldecidethepriceoftheproduct.Every
organizationhasadifferenttypeofproductionbudget.
Usually,thebudgetisdividedintoproductionperarticlepermonthandthelikelydemandgeneratedfrom
themarket.IftheSalesanddemandgohigherorloweritwouldbetheresponsibilityoftheorganizationto
adjusttheirproductionbudgetsaccordingly.

WhatDoesVarianceReportMean?

Abudgetisanestimationofcertainvariables.Itisatoolmostfrequentlyemployedinfinancetoforecast
probableresultsofcertainbusinessactivity.Thedeviationsbetweenabudgetandtheactualresults
obtainedhavetoberecognizedanddealtwithinordertoevaluatethebusiness’resultstoimprovethe
assumptionsandguidelinesoffuturebudgetsandtomaketimelydecisions.

Avariancereportisawrittendocument,oftenpresentedinanexcelsheetorapowerpointpresentation,
wherethedifferencebetweenthebudgetandtheactualresults(normallyprovidedinafinancialstatement)
areillustrated.Thesedeviationsarepresentedinabsoluteterms(numbers)andrelativeterms(percents).
Sincethebudgetnormallyincludesmanyrowswithdifferentincomeandexpense’scategories,likerent,
officesuppliesandothers,thesevariationsshouldalsobecalculatedonaper-rowbasis.

Anegativevariationmeansthatactualresultsunderperformedthebudgetandapositivevariationmeans
thatthebudgetwasexceeded.Thesereportsarenormallypresentedtobusinessownersandexecutives
forthem tohaveenoughinformationtoadjustthecourseofactionsaccordingly.

SheetsCo.isacompanythatprovidesofficesuppliesforbusinessesandindividualsacrossthecountry
throughits250storelocations.TheBoardofDirectorsiscurrentlyreviewingthelastquarter’svariance
report,draftedbytheFinanceDepartment.

Example
Thebudgetdrafted forthelastquarterstated expected revenuesas$96,590,000,grossincomeas
$29,420,000andoperatingincomeas$12,592,000.Theactualresultswererevenuesof$102,212,000(a
5,622,00 positivedifferenceor6% morethanexpected),grossincomewas28,214,000 (a1,206,000
negativedifferenceor4%lessthanexpected)andoperatingincomewas15,218,000(a2,626,000positive
differenceor21%morethanexpected).
ThisreportwillhelptheBoardmakedecisionsaboutthecourseofthebusinesstoincreaseresultsover
time.

LabourBudget:
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Atypeofbudgetcreatedbyabusiness,companyororganizationforthecompletenumberofemployees
thatareemployedinlaborcreated,accounted,recordedandapportionedaccurately.

Everybusiness,companyororganizationthatemployspeoplehasamonthlylaborbudget.

Differentfinancialratios:

Ratio—theterm isenoughtocurlone'shair,conjuringupthosecomplexproblemsweencounteredinhigh
schoolmaththatleftmanyofusbabblingandfrustrated.Butwhenitcomestoinvesting,thatneednotbe
thecase.Infact,thereareratiosthat,properlyunderstoodandapplied,canhelpmakeyouamoreinformed
investor.

1.WorkingCapitalRatio
Assessingthehealthofacompanyinwhichyouwanttoinvestinvolvesunderstandingitsliquidity—how
easilythatcompanycanturnassetsintocashtopayshort-term obligations.Theworkingcapitalratiois
calculatedbydividingcurrentassetsbycurrentliabilities.

So,ifXYZCorp.hascurrentassetsof$8million,andcurrentliabilitiesof$4million,that'sa2:1ratio—
prettysound.Butiftwosimilarcompanieseachhad2:1ratios,butonehadmorecashamongitscurrent
assets,thatfirm wouldbebetterabletopayoffitsdebtsquickerthantheother.
2.QuickRatio
Alsocalledtheacidtest,thisratiosubtractsinventoriesfrom currentassets,beforedividingthatfigure
intoliabilities.2Theideaistoshowhowwellcurrentliabilitiesarecoveredbycashandbyitemswitha
readycashvalue.Inventory,ontheotherhand,takestimetosellandconvertintoliquidassets.IfXYZhas
$8millionincurrentassetsminus$2millionininventoriesover$4millionincurrentliabilities,that'sa
1.5:1ratio.Companiesliketohaveatleasta1:1ratiohere,butfirmswithlessthanthatmaybeokay
becauseitmeanstheyturntheirinventoriesoverquickly.
3.EarningsperShare
Whenbuyingastock,youparticipateinthefutureearnings(orriskofloss)ofthecompany.Earningsper
share(EPS)measuresnetincomeearnedoneachshareofacompany'scommonstock.Thecompany's
analystsdivideitsnetincomebytheweightedaveragenumberofcommonsharesoutstandingduringthe
year.
4.Price-EarningsRatio
CalledP/Eforshort,thisratioreflectsinvestors'assessmentsofthosefutureearnings.Youdeterminethe
sharepriceofthecompany'sstockanddivideitbyEPStoobtaintheP/Eratio.
If,forexample,acompanyclosedtradingat$46.51ashareandEPSforthepast12monthsaveraged
$4.90,thentheP/Eratiowouldbe9.49.Investorswouldhavetospend$9.49foreverygenerateddollarof
annualearnings.
Evenso,investorshavebeenwillingtopaymorethan20timestheEPSforcertainstocksifhunchthat
futuregrowthinearningswillgivethem anadequatereturnontheirinvestment.
5.Debt-EquityRatio
Whatifyourprospectiveinvestmenttargetisborrowingtoomuch?Thiscanreducethesafetymargins
behindwhatitowes,jackupitsfixedcharges,reduceearningsavailablefordividendsforfolkslikeyouand
evencauseafinancialcrisis.
Thedebt-to-equityiscalculatedbyaddingoutstandinglongandshort-term debt,anddividingitbythebook
valueofshareholders'equity.Let'ssayXYZhasabout$3.1millionworthofloansandhadshareholders'
equityof$13.3million.Thatworksouttoamodestratioof0.23,whichisacceptableundermost
circumstances.However,likeallotherratios,themetrichastobeanalyzedintermsofindustrynormsand
company-specificrequirements.
6.ReturnonEquity
Commonshareholderswanttoknowhowprofitabletheircapitalisinthebusinessestheyinvestitin.
Returnonequityiscalculatedbytakingthefirm'snetearnings(aftertaxes),subtractingpreferred
dividends,anddividingtheresultbycommonequitydollarsinthecompany.
Let'ssaynetearningsare$1.3millionandpreferreddividendsare$300,000.Takethatanddivideitbythe
$8millionincommonequity.ThatgivesaROEof12.5%.ThehighertheROE,thebetterthecompanyisat
generatingprofits.
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IntroductiontoProfit&LossAccount(onlyconcepts):
TradingandProfitandLossAccount
Inordertoarriveatthebalancesheetofabusiness,oneneedstopreparethetradingaccount
andprofitandlossaccountfirst.Thisaccountispreparedtoarriveatthefigureofrevenueearned
orlossincurredduringaperiod.

WhatisaTradingAccount?
Atradingaccounthelpsindeterminingthegrossprofitorgrosslossofabusinessconcern,madestrictlyout
oftradingactivities.Tradinginvolvesbuyingandsellingactivities.Inthetradingaccount,thecostofgoods
soldissubtractedfrom netsalesfortheperiodtocalculategrossprofit.Onlydirectrevenueanddirect
expensesareconsideredinit.Tradingaccountispreparedmainlytoknowtheprofitabilityofthegoods
boughtbythebusinessman.
LearnaboutBalanceSheetandOpeningEntryhereindetail.
Thedifferencebetweensellingpriceandcostofgoodssoldistheearningforthebusinessman,whichis
alsoknownasgrossprofit.Whereas,netprofitmeansallrevenuesminusallexpensesincludingthecostof
goodssold,theselling,generalandadministrativeexpenses,andthenon-operatingexpenses.Thusinorder
tocalculatethegrossearning,itisnecessarytoknowthecostofgoodssoldandsalesfigures.Also,
GrossProfit=Sales–COGS(Sales+ClosingStock)–(Stockinthebeginning+Purchases+Direct
Expenses)
Itemsincludedonthedebitsideareopeningstock,purchases,anddirectexpensesandonthecreditsideare
salesandclosingstock.Theresultantfigureiseithergrossprofitorgrossloss.
understandthetradingaccountandprofitandlossaccountindetail.

5.4Introductionto-

ExciseTax:

Excisedutyisaform oftaximposedongoodsfortheirproduction,licensingandsale.Anindirecttaxpaid
totheGovernmentofIndiabyproducersofgoods,excisedutyistheoppositeofCustomsdutyinthatit
appliestogoodsmanufactureddomesticallyinthecountry,whileCustomsisleviedonthosecomingfrom
outsideofthecountry.

Atthecentrallevel,excisedutyearlierusedtobeleviedasCentralExciseDuty,AdditionalExciseDuty,etc.
However,theGoodsandServicesTax(GST),introductioninJuly2017,subsumedmanytypesofexcise
duty.Today,excisedutyappliesonlyonpetroleum andliquor.

Excisedutywasleviedonmanufacturedgoodsandleviedatthetimeofremovalofgoods,whileGSTis
leviedonthesupplyofgoodsandservices.

AlcoholdoesnotcomeunderthepurviewofGSTasanexclusionmandatedbyconstitutionalprovision.
StateslevytaxesonalcoholaccordingtothesamepracticeaswasprevalentbeforetherolloutofGST.

AfterGSTwasintroduced,excisedutywasreplacedbycentralGSTbecauseexcisewasleviedbythe
centralgovernment.Therevenuegeneratedfrom CGSTgoestothecentralgovernment.

Servicetax:

Definition:Servicetaxisataxleviedbythegovernmentonserviceprovidersoncertainservice
transactions,butisactuallybornebythecustomers.ItiscategorizedunderIndirectTaxandcame
intoexistenceundertheFinanceAct,1994.

Description:Inthiscase,theserviceproviderpaysthetaxandrecoversitfrom thecustomer.
ServiceTaxwasearlierleviedonaspecifiedlistofservices,butinthe2012budget,itsscopewas
increased.Servicesprovidedbyair-conditionedrestaurantsandshortterm accommodation
providedbyhotels,inns,etc.werealsoincludedinthelistofservices.
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Itischargedtotheindividualserviceprovidersoncashbasis,andtocompaniesonaccrualbasis.
ThistaxispayableonlywhenthevalueofservicesprovidedinafinancialyearismorethanRs10
lakh.ThistaxisnotapplicableinthestateofJammu&Kashmir.

Incometax:

WhatIsanIncomeTax?
Anincometaxisataxthatgovernmentsimposeonincomegeneratedbybusinessesand
individualswithintheirjurisdiction.Bylaw,taxpayersmustfileanincometaxreturnannuallyto
determinetheirtaxobligations.Incometaxesareasourceofrevenueforgovernments.Theyare
usedtofundpublicservices,paygovernmentobligations,andprovidegoodsforcitizens.Certain
investments,likehousingauthoritybonds,tendtobeexemptfrom incometaxes.

VAT:
WhatIsaValue-AddedTax(VAT)?
Avalue-addedtax(VAT)isaconsumptiontaxplacedonaproductwhenevervalueisaddedateachstage
ofthesupplychain,from productiontothepointofsale.TheamountofVATthattheuserpaysisonthe
costoftheproduct,lessanyofthecostsofmaterialsusedintheproductthathavealreadybeentaxed.

Value-addedtaxationisbasedontaxpayers’consumptionratherthantheirincome.Incontrasttoa
progressiveincometax,whichleviesgreatertaxesonhigher-levelearners,VATappliesequallytoevery
purchase.

Custom Duty:

Customsdutyreferstothetaximposedongoodswhentheyaretransportedacrossinternationalborders.
Insimpleterms,itisthetaxthatisleviedonimportandexportofgoods.Thegovernmentusesthisdutyto
raiseitsrevenues,safeguarddomesticindustries,andregulatemovementofgoods.

TherateofCustomsdutyvariesdependingonwherethegoodsweremadeandwhattheyweremadeof.

Custom dutyinIndiaisdefinedundertheCustomsAct,1962,andallmattersrelatedtoitfallunderthe
CentralBoardofExcise&Customs(CBEC).
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GROUP-C,CHAPTER-6,MaterialsManagement
6.1.InventoryManagement(NoNumerical)

MeaningofMaterialsManagement:
Materialsmanagementisabalancingact.Theobjectiveistobeabletodeliverwhatcustomers
want,whenandwheretheywantit,anddosoatminimum cost.
Toachievethisobjective,materialsmanagementmustmaketrade-offsbetweenthelevelof
customerserviceandthecostofprovidingthatservice.
Asarule,costsriseastheservicelevelincreases,andmaterialsmanagementmustfindthat
combinationofinputstomaximiseserviceandminimisecost.Forexample,customerservicecan
beimprovedbyestablishingwarehousesinmajormarkets.However,thatmeansextracostin
operatingthewarehouseandintheextrainventorycarried.Tosomeextent,thesecostswillbe
offsetbypotentialsavingsintransportationcostsiflowercosttransportationcanbeused.
Bygrouping allthose activities involved in the movementand storage ofgoods into one
department,thefirm isinabetterpositiontoprovidemaximum serviceatminimum costand
increaseprofit.Theoverallconcernofmaterialsmanagementisthebalancebetweenpriorityand
capacity.Themarketplacesetsdemand.Materialsmanagementmustplanthefirm’spriorities
(whatgoodstomakeandwhen)tomeetthatdemand.
Capacityistheabilityofthesystem toproduceordelivergoods.Priorityandcapacitymustbe
plannedandcontrolledtomeetcustomerdemandatminimum cost.Materialsmanagementis
responsiblefordoingthis.
Materialsmanagementconcernsitselfnotmerelywiththecostofmaterialsbutpaysequal
attentiontothecostweincuronmaterialswhich,inmostcases,areusuallyhidden.Evenarupee
savedonthesecostsaddstotheprofitsmadebyamanufacturingunit.
Materials managementis a coordinating function responsible forplanning and controlling
materialsflow.

Objectives:
Itsobjectivesare:
1.Maximisetheuseofthefirm’sresources.
2.Providetherequiredlevelofcustomerservice.
Manufacturingcreateswealthbyaddingvaluetogoods.Toimproveproductivityandwealth,a
companymustfirstdesign efficientand effectivesystemsformanufacturing.Itmustthen
managethesesystemstomakethebestuseoflabour,capitalandmaterial.Oneofthemost
effectivewaysofdoingthisisthroughtheplanningandcontroloftheflow ofmaterialsinto,
through,andoutofmanufacturing.
Therearethreeelementstoamaterialflowsystem:supply,manufacturingplanningandcontrol
andphysicaldistribution.Theyareconnectedwhathappensinonesystem affectstheothers.
Traditionally,thereareconflictsintheobjectivesofacompanyandintheobjectivesofmarketing,
finance and production.The role ofmaterials managementis to balance these conflicting
objectivesbycoordinatingtheflow ofmaterials,socustomerserviceismaintainedandthe
resourcesofthecompanyareproperlyused.
Materialsmanagementisabodyofknowledgewhichhelpstheproduction/operationsmanagerto
improvetheproductivityofcapitalbyreducing thematerialscost.Abouttwo-thirdsofany
company’s sales turnoverare spentto purchase materials.Itis,therefore,ofconsiderable
importancetoreducethismaterialsbillasmuchaspossible,sinceanysuchreductionwillresultin
greaterprofit.
Materials managementrefersto managementofmaterials.Itbroadlycovers purchases of
materialspurchasedoracquiredfrom outsidesources,transportingthematerialstoitsplaceto
use,keepingthematerialsinstock,maintaininganoptimum levelofinventoryofmaterials,issuing
thematerialsasandwhenrequiredand,finally,keepinganoverallaccountofthematerials
whetherinprocessorinstores.
Purchasing,store-keeping,inventorycontrol,transportation,etc.aredifferentaspectsofmaterials
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FunctionsofMaterialsManagement:
Allactivitiesconcernedform thematerialspartofthematerials
managementfunction.Thesefunctionsare:
1.Purchasing:
Purchasingisoneofthebasicfunctionsofmaterials
management.Theobjectivesofindustrialpurchasing
arethefollowing:
(a)Tomaintaincontinuityofproduction.
(b)Tobuyforthebestultimatevalue,notnecessarilyalwaysat
thelowestprice.(c)Toincreaseprofits.
Effectivefunctioningofthepurchasingfunctionisvitaltothesmoothoperationof
manyotherdepartments.2.InventoryControl:
Theword‘inventory’isdefinedasthe‘materialslyinginstorageoridlematerials’.
Inventorycontrolisthetechniqueofmaintainingallclassesofinventoryatoptimum levels,with
theminimum investmentofcapital.Inotherwords,inventorycontrolmeansbalancingthetwo
opposite forces,i.e.,overstocking with allfinancialhazards and understocking leading to
operationalbottlenecks.
3.StoresManagement:
Properreceipts,inspection,storageandpreservations,safetyandissueofmaterialswithefficient
documentationassistingoodhouse-keepingofmaterialsinawarehouse.Thisavoidsshortage
andsurplusduring annualorcontinuousstocktakingandpreventslossordeteriorationof
materialsinhand.
4.DisposalofSurplus/Scrap/ObsoleteMaterials:
Anotherimportantareawherematerialsmanagementcanplayaneffectiveroleisinthedisposal
ofsurplus/obsolete materials.Overa period oftime manufacturing unitsaccumulate large
amountsofobsoleteandsurplusmaterials.Sincethematerialsdepartmentisinconstanttouch
withthemarket,thedisposalofsuchmaterialsisalwaystotheadvantageofthematerials
department.
Notonlyisthematerialsdepartmentsintouchwiththemarket,itisalsoawareoftheconsumption
ofmaterialsinthevariousdivisionsofthecompanyandalsoinsimilarunitsintheindustry.By
virtueofthisknowledge,thematerialsdepartmentisinapositiontosellthesurplusmaterialsto
advantageordisposeitoffasperthecompany’spolicy.ObjectivesofMaterialsManagement:
“Theobjectivesofmaterialsmanagement
departmentare:A.PrimaryObjectives:
1.Lowprice.
2.Highinventoryturnover(Inventoryturnover=
Sale/AverageInventory)3.Lowcostofacquisitionand
possession.
4.Continuityof
supply.5.
Consistencyof
quality.
6.Lowpayroll(wage)cost.
7.Favourablesupplier
relations.8.Development
ofpersonnel.
9.Maintenanceofregularrecords.
Theseobjectivesmaynowbebriefly
described:Lowprice:
Thisisoneofthemostimportantobjectivesofmaterialsmanagement.Itmeansthatthe
materialsorservicesasreceivedbythecompanyshouldbepurchasedatthelowestpossiblecost.
Highinventoryturnover:
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Thismeansthattheaverageinventorylockedupislowcomparedtothesalesvolume.Inventory
meansidlemoneyand,therefore,theloweritis,thehigherwillbetheprofit.Storageandcarrying
costofinventorywill,therefore,alsobelowerifthevolumeissmall.Low costacquisitionand
possession
Thismeansthatthematerialsareacquiredandkeptinstores
atalowcost.Continuityofsupplies:
Oneofthemainobjectivesofproper(scientific)materialsmanagementistoensurethatthereis
nodisruptioninsupplywhichmighthamperthesmoothflowofproduction.Continuityofsupplyis
necessarytoensureuninterruptedproduc-tion.
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Consistencyofquality:
Materialsoftherightqualityhavetobebought.Otherwisethequalityoftheend-productmay
suffer.Hence,thequalitywillhavetobegoodandconsistent.
Lowpayrollcost:
Likeanyotherdepartment,thematerialsdepartmentshouldberunatthe
lowestpossiblecost.Favourablesupplierrelations:
Asthenamesignifies,inordertoensurecontinuityofsupplyandconsistencyofquality,itis
necessarytohaveafavourablesupplier/buyerrelation.
Developmentofpersonnel:
Regulardevelopmentsaretakingplaceinthematerialsmanagementfield.Itisnecessarythatthe
personsdealingwithmaterialsmanagementareappraisedofthelatestideasandtrends.Hence,
thedevelopmentandtrainingofpersonnelengagedinmaterialsfunctionsisabsolutelyessential.
Maintenanceofregularrecords:
Foranyefficientlyrundepartmentitisnecessarytohavegood,updatedandeasily
accessiblerecords.B.SecondaryObjectives:
1.Favourablereciprocal
relations.2.Newmaterials
andproducts.
3.Makeorbuy
decision.4.
Standardisation.
5.Productimprovement.
6.Inter-departmental
harmony.7.Forecast.
Favourablereciprocalrelations:
Itsometimespaystobuymaterialsfrom thecompaniestowhom theendproductsaresold.This
iscalledreciprocalrelationship.Agoodmaterialsmanagementdepartmentshouldencourage
suchreciprocalrelationshipswithothercompanies.
Newmaterialsandproducts:
Thematerialsmanagerisalwaysintouchwiththeoutsideworld.Heactsasaninformationcentre
forthemanagementandinformsthemanagement,notonlyaboutthematerialsandproducts
whichhiscompanyrequires,butalsoaboutthedevelopmentofnew productsproducedbyits
competitors.
Makeorbuydecision:
Thedecisionastowhetheranitem shouldbemadefrom withinthecompany,i.e.,withitsown
resources,orpurchasedfrom outside(external)sourcesisaveryimportantone.
Thematerialsdepartment,alongwiththehelpoftheengineeringdepartment,bytakingthepros
andconsofmakingorbuying,shouldbuyfrom outsidesourcesonlyifitiseconomicaltodoso.
Standardisation:
Materialsrequiredbythecompanyandboughtfrom outsideshouldbestandardisedsoastohave
afewernumberofmaterials.Thiswillreducetotalinventory.
Productimprovement:
Thematerialsdepartmentshouldalsohelpthecompanyinimprovingthequalityoftheend
productbysuggestingvariousalternativemethods.
Inter-departmentalharmony:
Thematerialsdepartmentshouldhaveagoodrelationshipwiththeotherdepartments
insidethecompany.Forecast:
Thematerialsdepartmenthastopreparethematerialsbudgetandforecastofpayments.The
departmentwillalsoforecastthepricesofmaterialstobepurchased.
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6.2ABCAnalysis

ABCAnalysis–MethodofInventoryControlandManagement

ABCmethodofinventorycontrolinvolvesasystem thatcontrolsinventoryandisusedfor
materialsandthroughoutthedistributionmanagement.Itisalsoknownasselectiveinventory
controlorSIC.

Let’sunderstandindetailaboutABCmethodofinventorycontrol.

1.WhatisABCMethodofInventory
Control?2.Whytheneedfor
prioritizinginventory?
3.WhatarethepoliciesgoverningtheABCmethodofinventory
management?4.WhataretheusesofABCAnalysis?
5.WhataretheadvantagesofimplementingtheABCmethodof
inventorycontrol?6.WhatarethedisadvantagesofusingtheABC
analysis?

1.WhatisABCMethodofInventoryControl?
IthasbecomeanindispensablepartofabusinessandtheABCanalysisiswidelyused
forunfinishedgood,manufacturedproducts,spareparts,components,finisheditems
andassemblyitems.
ThismethodofmanagementdividestheitemsintothreecategoriesA,BandC;whereAisthe
mostimportantitem andCtheleastvaluable.
2.Whytheneedforprioritizing
inventory?Item A:
IntheABCmodelofinventorycontrol,itemscategorizedunderAaregoodsthatregisterthe
highestvalueintermsofannualconsumption.Itisinterestingtonotethatthetop70to80
percentoftheyearlyconsumptionvalueofthecompanycomesfrom onlyabout10to20
percentofthetotalinventoryitems.Hence,itiscrucialtoprioritizetheseitems.
Item B:
Theseareitemsthathaveamedium consumptionvalue.Theseamounttoabout30percentof
thetotalinventoryinacompanywhichaccountsforabout15to20percentofannual
consumptionvalue.
Item C:
Theitemsplacedinthiscategoryhavethelowestconsumptionvalueandaccountforlessthan5
percentoftheannualconsumptionvaluethatcomesfrom about50percentofthetotalinventory
items.
Note:Theannualconsumptionvalueiscalculatedby
theformula:(Annualdemand)×(item costperunit)
3.WhatarethepoliciesgoverningtheABCmethodofinventorymanagement?
TheideabehindusingtheABCanalysisistoleveragetheimbalancesofsales.Thismeans
thateachitem mustbegiventheappropriateamountofweightdependingontheirclass:
Item A:
a)Thesearesubjectedtostrictinventorycontrolandaregivenhighlysecuredareas
intermsofstorageb)Thesegoodshaveabetterforecastforsales
c)Thesearealsotheitemsthatrequirefrequentreordersonadailyoraweeklybasis
d)Theyarekeptasapriorityitem andeffortsaremadetoavoidunavailabilityorstock-outof
theseitems

Item B:
a)TheseitemsarenotasimportantasitemsundersectionAorastrivialasitemscategorized
underC
b)TheimportantthingtonoteisthatsincetheseitemslieinbetweenAandC,theyaremonitored
forpotentialinclusiontowardscategoryAorinacontrarysituationtowardscategoryC
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Item C:

a)Theseitemsaremanufacturedlessoftenandfollowthepolicyofhavingonlyoneofits
item onhandorinsomecasestheyarereorderedwhenapurchaseisactuallymade

b)Sincethesearelowdemandgoodswithacomparativelyhigherriskofcostintermsof
excessiveinventory,itisanidealsituationfortheseitemstostock-outaftereachpurchase
c)ThequestionsmanagersfindthemselvesdealingwithwhenitcomestoitemsincategoryCis
nothowmanyunitstokeepinstockbutratherwhetheritisevenneededtohavetotheseitems
instoreatall

4.WhataretheusesofABCAnalysis?

TheABCanalysisiswidelyusedinsupplychainmanagementandstockcheckingand
inventorysystem andisimplementedasacyclecountingsystem.Itismostimportantfor
companiesthatseektobringdowntheirworkingcapitalandcarryingcosts.

Thisdonebyanalysingtheinventorythatisinexcessstockandthosethatareobsoleteby
makingwayforitemsthatarereadilysold.Thishelpsavoidkeepingtheworkingcapitalavailable
foruseratherthankeepingittiedupinunhealthyinventory.

Whenacompanyisbetterabletocheckitsstockandmaintaincontroloverthehigh-value
goodsithelpsthem tokeeptrackofthevalueoftheassetsthatarebeingheldatatime.Italso
bringsordertothereorderingprocessandensuresthatthoseitemsareinstocktomeetthe
demands.

TheitemsthatfallundertheCcategoryarethosethatslow-movingandneednotbere-ordered
withthesamefrequencyasitem Aoritem B.Whenyouputthegoodsintothesethreecategories,
itishelpfulforboththewholesalersandthedistributorstoidentifytheitemsthatneedtobe
stockedandthosethatcanbereplaced.

5.WhataretheadvantagesofimplementingtheABCmethodofinventorycontrol?

i)Thismethodhelpsbusinessestomaintaincontroloverthecostlyitemswhichhavelarge
amountsofcapitalinvestedinthem

ii)Itprovidesamethodtothemadnessofkeepingtrackofalltheinventory.Notonlydoesit
reduceunnecessarystaffexpensesbutmoreimportantlyitensuresoptimum levelsofstockis
maintainedatalltimes

iii)TheABCmethodmakessurethatthestockturnoverratioismaintainedatacomparatively
higherlevelthroughasystematiccontrolofinventories

iv)Thestorageexpensesarecutdownconsiderablywiththistool

v)ThereisprovisiontohaveenoughCcategorystockstobemaintainedwithoutcompromising
onthemoreimportantitems

6.WhatarethedisadvantagesofusingtheABCanalysis?

i)Forthismethodtoworkandrendersuccessfulresults,theremustbeproperstandardization
inplaceformaterialsinthestore

ii)Itrequiresagoodsystem ofcodingofmaterialsalreadyinoperationforthisanalysistowork

iii)Sincethisanalysistakesintoconsiderationthemonetaryvalueoftheitems,itignores
otherfactorsthatmaybemoreimportantforyourbusiness.Hence,thisdistinctionisvital

Conclusion

TheABCmodelworksinamannerastogetprimeattentiontotheimportantitemsorthe
criticalfewandnothaveunnecessaryattentionbespentonthenotsoimportantitemsor



thetrivialmany.Eachcategoryhasadifferingmanagementcontrolinplace.

Thisprioritizationofattentionandfocusisvitaltokeepthecostsincheckandundercontrolin
thesupplychainsystem.Togetthebestresultsitisimportantthatitemsthatinvolvealotof
costsaregiventheduemanagementattention.

6.3EconomicOrderQuantity(EOQ)

WhatisEconomicOrderQuantity?

Economicorderquantity(EOQ),referstotheoptimum amountofanitem that
shouldbeorderedatanygivenpointintime,suchthatthetotalannualcostof

carryingandorderingthatitem isminimized.
EOQisalsosometimesknownastheoptimum lotsize.Simplyput–howmuch
productshouldyoupurchasetomaintainacost-efficientsupplychain?

WhyistheEOQimportant?

TheEOQhelpscompaniesminimizethecostoforderingandholdinginventory.As
explainedbytheeconomicconceptknownaseconomiesofscale,thecostperunit
oforderingaproductfalls,thelargerthetotalquantityoftheorder.However,the
largerthetotalquantityofanorder,thehigherthecosttoholdandcarryyour
inventory.

EOQformula
Determinethedemandinunits
Determinetheordercost(incrementalcosttoprocessandorder)
Determinetheholdingcost(incrementalcosttoholdoneunit

ininventory)Multiplythedemandby2,thenmultiplytheresultby
theordercost.

Dividetheresultbytheholdingcost.
CalculatethesquarerootoftheresulttoobtainEOQ.
In short:EOQ = squarerootof (2 x D x S/H)or √ (2DS / H)

Where:
Drepresentsdemand,orhowmanyunitsofproductyou

needtobuy. Srepresentssetupcost.
Hrepresentstheholdingfeeorstoragecostperunit

ofproduct.ExampleofcalculatingEOQ
MeetMatt.Mattrunsamen’sclothingline.Mattneedstobuy12,000shirtsperyear
tofulfilldemand(D).Heincursasetupcostof$100(S)andaholdingfee(H)of$16
pershirt.HeneedstoknowhisEOQ.
PluggingthosenumbersintotheEOQformula,
youget:EOQ=√(2x12,000x100/16)
EOQ=√$3,456,000/
$16EOQ=√216,000
EOQ=465units(roundeduptothenearestwholeunit)
TheEOQisusuallyusedtosetthereorderpointwithinyourinventorymanagement
workflows.Together,thesemetricstellyouwhentoplaceanorder(reorderpoint)
andhow muchordertoplace(EOQformula).Thispreventsyoufrom carryingtoo
muchdeadstockorfacingstockouts.

6.4Storesfunction:

Thestoresfunctionisimportantformanyorganisationsandindustrialconcerns.Theprimary
andsecondaryfunctionsofstorearediscussedinthisarticle.
FunctionsofaStore#1.PrimaryFunctions:
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Themainobjectiveofthestoreistoprovidenecessaryinputstotheproduction/operations
departmentsataminimum cost.
Toensurethisthefollowingactivitiesaretobeperformed:
(i)Tomakeavailableabalancedflowofrawmaterials,components,tools,equipmentand
otherstoresrequiredforoperation.
(ii)Toprovidemaintenancematerials,sparepartsandgeneralstores
asrequired.(iii)Toreceiveandissuematerialsafterphysical
inspectionandproperidentification.(iv)Tostoreandpreserve
materials.
(v)Toensuresafetyandsecurityofmaterials.
(vi)Toarrangeforcollection,acceptanceofscrapandotherdiscarded
materialsfordisposal.FunctionsofaStore#2.SecondaryFunctions:
Thesecondaryactivitiesrelatedtothestores
functionsare:1.Collection,inspectionand
acceptance
2.Stores
accounting.3.
Stockcontrol
4.Feedbackinformationtomaterialscontrolsection
5.Helpinstandardisationandvariety
reduction6.Serviceinformationsuch
as:
(a)Demandformaterialsandpartsgivingspecification,quantitiesand
deliveriesrequired(b)Notificationwhenstocksarerunninglow
(c)Detailsofdeliveriesrejectedoninspection
(d)Certificationofinvoicesforquantityand
quality(e)Particularsofanticipated
changesinconsumption
(f)Procurementofitemsurgentlyrequiredincaseof
breakdowns(g)Listingofobsolete,surplusandscrap
materialsfordisposal.

Storessystem:

AtypicalStoreshasaprocessandaspacewithin,toreceivetheincomingmaterials(Receiving
Bay),keepthem foraslongastheyarerequiredforuse(Custody)andthentomovethem outof
storesforuse(Issue).Inamanufacturingfirm thisprocessformsacycletomaintainandrunthe
activitiesofStores.

Thebasicresponsibilitiesofstoresaretoactascustodianandcontrollingagentforparts,
supplies,andmaterials,andtoprovideservicetousersofthosegoods.Well-designedsystems
provideflexibilitytoabsorbtheshockdemandvariation,

andenablepurchasingtoplanahead,practiceforwardbuying,andsoforth.
Thus,thetermsStores,Storehouse,orwarehouseallofthem refertoabuildingorroom orplace
wherematerialsarekept.

Anorganizationusuallyhasdifferenttypesofstoreslikewhichitrefersbydifferentnameson
thebasisofmaterialnaturesuchas:

RawMaterialsStore
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ProcessedorSemi-FinishingMaterialsStore

FinishedGoodsStore

YardStore

BINcard:
WhatisaBINcard?
Abincardisacommonelementinaperpetualinventorysystem."Perpetual"simplymeansthe
inventoryisalwaysinflux.Abincardisparticularlycommoninaretailstockroom.Thecard
includesanumberofdatapointsaboutaparticularproduct,butitsmostimportantfunctionis
toshowhowmanyunitsofaparticularproductareinstock.

Materialsissuerequest(MIR):

AMaterialRequestisasimpledocumentidentifyingarequirementofasetofItems(products
orservices)foraparticularreason.

AMaterialRequestcanbeofthefollowingtypes:

Purchase:Ifthematerialbeingrequestedistobepurchased.
MaterialTransfer:Ifthematerialbeingrequestedistobeshiftedfrom oneWarehouseto

another.
MaterialIssue:IfthematerialbeingrequestedistobeIssuedforsomepurpose

likemanufacturing. Manufacture:Ifthematerialbeingrequestedistobe
produced.
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CustomerProvided:IfthematerialbeingrequestedistobeprovidedbyCustomer.

Pricingofmaterials:
Therearevariousmethodswhichareinuseforpricingissuesofmaterialsorstores.Theyare(1)
ReplacementCostMethod,(2)FixedPriceMethod,(3)StandardPriceMethod,(4)InflatedPrice
Method,(5)HighestinFirstOut(HIFO)Method,(6)Next-in-FirstOut(NIFO)Method,(7)Moving
AverageMethodand(8)BaseStockMethod.
1.ReplacementCostorMarketPriceontheDateofIssue:
erecostofthematerialsinhandisnotconsidered.Whenanissueismadethemarketpriceis
ascertainedandtheissueispricedatthatprice.Itisclaimedthatwherequotationshavetobe
made,thisisthebestmethodsinceitwouldreflectthelatestcompetitivecondition.Butthis
confusesestimating,withcosting.

Weshouldcertainlytakeintoaccounttherulingpricesofmaterialsifwearepreparingtomakea
tenderbuttofindoutthecostofdoingajobisquitedifferent.Forthispurpose,thecostof
materialsandnottheirprevailingpriceshouldbeused.

Itisalsoclaimedforthismethodthatitwouldautomaticallydiscloseefficiencyorinefficiencyin
buying.TheStoresLedgerwillusecostforreceiptsandthemarketpriceforissues.Higherrate
forissuesthanforreceiptswilldiscloseefficiencyinbuying(andviceversa).Thiswillleavea
proportionatelysmallamountforthequantityinhand.Theremayevenbeanegativeamountfor
apositivequantitybalance.

Itis,however,submittedthatthiswouldunnecessarilycomplicatecostingbooks,and,inanycase,
costinghasnothingtodowithprofitsorlossesassuch.Thismethodintroducesanelementof
profitorlossinthecostitselfbecauseoftheuseofmarketpriceratherthanthecostforissueof
materials.Itisbettertoavoidtheuseofthemethodeventhoughthemarketpricewouldnaturally
betakenintoconsiderationatthetimeofsendingtendersorfixingprices.

ThemethodisalsocalledReplacementCostMethodsincethemarketpriceonthedateofissue
meansthepriceatwhichpresentstockcouldbereplacedbynewstock.Theterm “Replacement
Price”hasbeendefinedbytheInstituteofCostandManagementAccountantsofEnglandas:

“Thepriceatwhichtherecouldbepurchaseofanassetidenticaltothatwhichisbeingreplacedor
revalued.”

2.FixedPrice:
Underthismethod,theissuepriceisfixedforawholeperiod.Therateisusedforcostingthe
issuesirrespectiveofthepurchaseprice.Itisclearthatsuchamethodwillintroduceanelement
ofprofitorlossinthevalueofmaterialused.

Forexample,ifthepurchasepriceis5andtheissuepricehasbeenfixedat6perunit,everytime
anissueismadeaprofitofRS.1perunitwillbecreated.Thus,theStoreLedgerwillbe
complicated.Eventheadvantagesofthemarketpricemethodarenotavailableunderthis
methodsimplybecausethefixedpricewillbedifferentfrom themarketprice.

3.StandardPrice:
“StandardPriceispredeterminedpricefixedonthebasisofaspecificationofallthefactors
affectingthatprice.”Firmswhichfollowstandardcostingwillrecordallthereceiptsandissuesof
materialsatthestandardpricewhichwillbefixedinadvance.Inthiscase,boththereceiptsand
issueswillbecostedatastandardrate.

Incasethepurchasepriceismoreorlessthanthestandardprice,thedifferenceischargedtoan



accountwhichisknownasthestandardprice,thedifferenceischargedtoanaccountwhichis
knownas“PriceVarianceAccount”.Forexample,ifthestandardpriceis5perunitandtheactual
priceisRs.Rs.5.50,thentheStoresLedgerwillbedebitedattherateofRs.5andPriceVariance
Accountwith50paiseperunit.Issuesareallcostedatthestandardprice.Itservestomeasure
efficiencyinuseofmaterials,alsoitsavesclericallabour.
4.InflatedPrice:
Wherematerialsaresubjecttonaturalwastagethecostmaybeinflatedtoaccountforthe
wastage.Thus,if100unitsofmaterialsareboughtforRs.150andif,outofthis,only90unitscan
benormallyused(theothertengoingtowaste),theissuesmaybecostednotat1.50perunitbut
atRs.1.67perunit,i.e.150h-90.Withtheactualissueof90unitstheamountwillbeexhausted
andsowilltheactualquantity.Bothinthestoresledgeraquantitybalanceof10unitswillremain;
itshouldbewrittenoff.

Illustration1:(IssueofStandardPrice)

PrepareStoresLedgerAccountfrom thefollowingpurchasesandissueofmaterials,when
issuesarepricedatstandardrateofRs.20perunit:

5.HighestinFirstOut(HIFO)Method:
Bythismethodquantitiesofmaterialsareissuedatthehighestpriceofmaterialsonhand.When
thequantityhavingthehighestpriceisexhausted,thenexthighestpriceisusedinvaluingissue.
Whenthismethodisusedin,productionbecomeshighest,sothattheprofitisreduced.Duringa
periodofincreasingpricelevel,themethodisequivalenttoLIFOmethodandinaperiodof
decreasingpricelevel,themethodisidenticalwithFIFOmethod.HIFOmethodisoftheoretical
interestonlyasithasnotreceivedwideacceptance.

6.Next-in-Firstout(NIFO)Method:
UndertheNIFOMethod,thepriceofmaterialwhichistobenextreceivedisusedinvaluingissued
materials.Itisbasedontheassumptionthatthepriceofthenextconsignmentisknownbeforeit
isreceived.Ifbythetimethematerialsarereceived,theproductioniscompleted,theproduction
costofmaterialsshowsthevalueofmostcurrentpurchases.Thismethodisalmostsimilarto
LIFOmethodbutismoreforwardlookingandunderthismethod,costofproductionreflectsthe
currentpricesofmaterials.
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7.MovingAverageMethod:
Bythismethod,theissuerateforacertainmonthisestablishedbytakingtheaverageofthe
periodicweightedaveragecostprevailingduringthatmonthandanumberofmonthsproceeding
it.Itmaybemovingaverageonthebasisofsixmonths,twelvemonthsetc.

Forexample,ifsixmonthsmovingaverageistakenforthemonthofJune,themovingaveragewill
besimpleaverageoftheratesprevailingforsixmonthsfrom JanuarytoJuneandforthemonth
ofJuly,itwillbesimpleaverageofratesforFebruarytoJuly.
8.BaseStockMethod:
Underthismethod,aminimum quantityofstockisalwaystobeheldinstoresasfixedasset.The
minimum stockisknownasbasestockanditshouldnotbeissuedunlessthereisanemergency.
Thestockinexcessofbasestockwouldbeissuedinaccordancewithoneofthemethodsof
pricingofissuee.g.LIFO,FIFO,Average,etc.Thusitisnotanindependentmethodinitself.

Illustration2:(BaseStockMethod)
DuringthemonthofOctober.2000thefollowingreceiptsandissuesofthematerialstookplace
inthestockofABCLtd.:
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6.4PurchaseProcedure:

ObjectsofPurchasing

PurchasingisthefirstphaseofMaterialsManagement.Purchasingmeansprocurementof
goodsandservicesfrom someexternalagencies.Theobjectofpurchasedepartmentisto
arrangethesupplyofmaterials,sparepartsandservicesorsemi-finishedgoods,requiredby
theorganisationtoproducethedesiredproduct,from someagencyorsourceoutsidethe
organisation.

Thepurchaseditemsshouldbeofspecifiedqualityindesiredquantityavailableattheprescribed
timeatacompetitiveprice.InthewordsofAlfordandBeatty,”Purchasingistheprocuringof
materials,supplies,machines,toolsandservicesrequiredforequipment,maintenance,and
operationofamanufacturingplant”.

FunctionsofPurchaseDept.

ImportanceofPurchasing:
1.Purchasingfunctionprovidesmaterialstothefactorywithoutwhichwheelsofmachinescannot
move.
2.Aonepercentsavinginmaterialscostisequivalenttoa10percentincreaseinturnover.
Efficientbuyingcanachievethis.
3.Purchasingmanageristhecustodianofhisfirm’sispurseashespendsmorethan50per
centofhiscompany’searningsonpurchases.
4.Increasingproportionofone’srequirementsarenowboughtinsteadofbeingmadeaswasthe
practiceintheearlierdays.Buying,therefore,assumessignificance.
5.Purchasingcancontributetoimportsubstitutionandsave
foreignexchange.6.Purchasingisthemainfactorintimely
executionofindustrialprojects.
7.Materialsmanagementorganisationsthatexistnowhaveevolvedoutor
purchasingdepartments..Otherfactorslike:
(i)Post-warshortages,
(ii)Cyclicalswingsofsurplusesandshortagesandthefastrising
materialscosts,(iii)heavycompetition,and
(iv)Growingworldwidemarketshavecontributedtotheimportance
ofpurchasing.ObjectivesofPurchasing:
Thepurchasingobjectiveissometimesunderstoodasbuyingmaterialsoftherightquality,inthe
rightquantity,attherighttime,attherightprice,andfrom therightsource.Thisisabroad
generalisation,indicatingthescopeofpurchasingfunction,whichinvolvespolicydecisionsand
analysisofvariousalternativepossibilitiespriortotheiractofpurchase.

Thespecificobjectivesofpurchasingare:
1.Topayreasonablylowpricesforthebestvaluesobtainable,negotiatingandexecutingall
companycommitments.2.Tokeepinventoriesaslowasisconsistentwithmaintaining
production.
3.Todevelopsatisfactorysourcesofsupplyandmaintaingoodrelationswiththem.
4.Tosecuregoodvendorperformanceincludingpromptdeliveriesand
acceptablequality.5.Tolocatenewmaterialsorproductsasrequired.
6.Todevelopgoodprocedures,togetherwithadequatecontrolsandpurchasingpolicy.
7.Toimplementsuchprogrammesasvalueanalysis,costanalysis,andmake-or-buytoreduce
costofpurchases.8.Tosecurehighcaliberpersonnelandalloweachtodeveloptohis
maximum ability.
9.Tomaintainaseconomicaladepartmentasispossible,commensuratewithgoodperformance.
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10.Tokeeptopmanagementinformedofmaterialdevelopmentwhichcouldaffectcompany
profitorperformance.11.Toachieveahighdegreeofco-operationandco-ordinationwith

otherdepartmentsintheorganisation.StepsinPurchasing:

.StepsinaStandardProcurementCycle

1.TheNeed
Youneedtoidentifythatthereisaneedtoupdatetheinventoryorstock.Youmayalsoneed
abusinessserviceoradhocproduct.

2.Specify
Nowyouneedtodecidehowmuchandwhenyouwanttheproductsor

servicesdelivered.3.RequisitionorOrder
Thisiswhenyouwritethepurchaseorderor

requisitionorder.4.FinancialAuthority
Beforetheordercanbeplaced,itusuallyrequiressomekindofauthorityforitspurchase.
Withsomepurchaseorders,thisisreasonablyautomatic.Withalargeorderthatwillbeput
outtotenderitcouldbemultistaged.

5.ResearchSuppliers
Repetitiveordersusuallyhavesetsuppliers,althoughitdoesnoharm toreviewthe
optionssometimes.Otherorderswilleitherneedtogoouttotenderortherewillbea
choiceofsuppliers.

6.ChooseSupplier
Thesupplierisnow

chosen.7.EstablishPrice
andTerms

Inalargecompany,manysupplierswillbecontractedwithaMasterAgreementwhere
pricesandtermsaresetforadefinedperiod.Forotherorders,nowisthetimetonegotiate
termsandprices.

8.PlaceOrder
Atthisstageinthepurchasingcycle,theorderisplacedandthisbecomesacontract
betweenthebusinessandthesupplier.

9.OrderReceivedandInspected
Thegoodsaredelivered,checkedinthewarehouseandenteredintotheinventory.
Shortagesandbreakagesarereportedtothesupplierfortheappropriatecreditstobe
supplied.

10.ApprovalAndPayment
Usuallywithin30days,theinvoicesarereceived

andpaid.11.UpdateOfRecords
Thepurchasingledgerandstockrecordsareupdated.Thisisautomaticallydonebymany
purchasingcomputersystems.

6.5ModernTechniquesofMaterialManagement
IntroductorytreatmenttoJIT/SAP/ERP
JustInTimeMethod
Thejustintimemethod(JIT)ofinventorymanagementinvolvescompaniesplanningtoreceiveitemsasthey
areneededinsteadofmaintaininghighlevelsofinventory.Onebenefitofthisinventorymanagementmethodis
thatcompaniesdonothaveagreatdealofmoneytiedupininventorylevels;theyreducestorageandinsurance
costsandthecostofliquidatingunusedinventory.Anotherbenefitofthejustintimemethodisthatcompanies
reducewaste.
Challengesofthejustintimemethodofinventorymanagementcomeintoplaywhenmanufacturersand
retailershavetoworktogethertomonitortheavailabilityofmanufacturingresourcesandconsumerdemand.
Justintimeinventorymanagementalsoisconsideredriskybecausecompaniestakeagamblewithbeing
unabletofillorders;beingoutofstockreducesrevenueandmayharm customerrelations.



SAP:SAPMM isknownasSAPMaterialManagement



SAPMaterialsManagement(MM)isapartofLogisticsareaandhelpstomanagethe
procurementactivityofanorganizationfrom procurement.

Itsupportsallaspectsofmaterialmanagement(planning,controletc).
ItisthebackboneoftheLogisticsareawhichincorporatesmoduleslikeSalesand

Distribution,Production Planning,PlantMaintenance,ProjectSystems,Warehouse
ManagementwhichareextremelyobsessedonMaterialsManagementmodule.

ERP:
AnERPsoftwarehasovertheyearsprovedtobeanextremelybeneficialandeffectivetoolwhenit
comestohandlingdifferentfunctionsanddepartmentswithinamanufacturingbusiness.Majority
ofsuchbusinesses,irrespectiveoftheirsize,useanERPsystem tomanagetheirprocesses,
streamlinetheiroperations,andenhancetheirprofitability.AnERPsoftwaregivesthem accessto
real-timeaccuratedata,andhelpsthem monitortheeffectivenessofemployeesworkingonthe
shopfloor,sothattheycanmakemuch-informedandtimelydecisions,increasecompanyoutput,
andmaketheorganizationmoreefficientatthesametime.

AnERPsoftwarealsotakescareofanothervitalareaofanymanufacturingbusiness–supply-
chainmanagement.Itoverseesandmanagestheflowofrawmaterials,theinventoryinuse,or
thefinalproductfrom thepointoforigintothepointofconsumption.Asmoothsupplychainis
thelifelineofamanufacturingbusiness,andquitenaturally,anyhurdleinthesupplychaincan
affectthebusinessadversely.Forexample-non-availabilityofrawmaterials,whicheitherrunout
orarenotreplenishedinatimelymanner,canhampertheproductionprocess.That’swhere
materialmanagement,asubpartofthesupply-chain,gainssignificance.
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GROUP-C,CHAPTER-7:SafetyEngineering:

Definition-WhatdoesSafetyEngineeringmean?

Safetyengineeringisafieldofengineeringthatdealswithaccidentprevention,
reducingtherisksassociatedwithhumanerror,andderivingsafetybenefitsfrom
engineeredsystemsanddesigns.

Itisassociatedwithindustrialengineeringandsystem engineering
manufacturing,publicworksandproductdesignstomakesafetyan
operations.

andappliedto
integralpartof

Thepurposeofsafetyengineeringisto controlriskbyreducingorcompletely
eliminatingit.Italsoaimstoreducetherateoffailuresandiffailuredoesoccur,itis
notlifethreatening.Safetyengineeringusuallybeginsduringthedesignofasystem
orproductdevelopment.

Safetyengineersoftenmakeuseofcomputermodels,prototypes,orrecreationsofa
situationstoassessthehazardsandrisks.Safetyengineersconsideranumberof
factors thatmayaffectthe safetyofa situation orproduct,including design,
technicalsafety,materialreliability,legislation,andhumanfactors.

7.1Accidents-causesofaccidents

Accordingtosafetyexperts,therearethreebasiccauses/factorsthatcontributeto

accidentsinorganisations.Theyarechanceoccurrences,unsafeconditionsand

unsafeactsonthepartofemployees.

1.UnsafeConditions(Work-RelatedCauses):

These,ofonesortoranother,arethebiggestcauseofaccidents.Suchcausesare

associatedwithdefectiveplants,equipment,tools,materials,buildingsetc.These

canbetermed‘technicalcauses.Theyarisewhenthereareimproperorinadequate

safetyguardsonmachines;whenmachinesbreakdown;whenimproperpersonal

protectionequipmentisinstalled;whenmechanicalorconstructiondesignsare

defectiveandunsafe;andwhencontroldevices,whichhavebeeninstalledtomake

theoperationofmachinessafeandaccidentfreearelackingordefective;orwhen

thereisanabsenceofpropermaintenanceandsupervisionofthesedevices.

Thus,unsafeconditions

include:i.Improperlyguarded

equipment.ii.Defective

equipment.

iii.Hazardousarrangementorprocedureinandoraround,machinesor

equipment.iv.Unsafestorage;congestion,overloading.

v.Inadequatesafetydevices.

vi.Wrongandfaultylay-out,andbadlocation.



vii.Improperillumination—glare,insufficientlight.

viii.Improperventilation—insufficientaircharge,impureair

source.ix.Poorhouse-keeping.

Theotherworkrelatedcausesofaccidentsare:

(a)Thejobitself-Somejobsareinherentlymoredangerousthanothers,suchas

thejobofcrane-manincomparisontothatoftheforeman.Similarly,workinsome

departments(likepersonnel)isinherentlysaferthantheworkinothers(like

productiondepartment).

(b)Workschedules,accidentsincreaselateintheday.Theydonotusuallyoccur

duringtheearlyhoursoftheworkday.Theyaremorefrequentduringthenight

shift.Thisisduepartlytofatigueandpartlytothefactthatnightistheperiod

whenonerequiresrest.

(c)Psychologicalclimateoftheworkplacealsoaffectstheaccidentrate.

Psychological,mentalandemotionalimbalancesareattherootofseveral

accidents.

2.UnsafeActs:

Theseactsmaybetheresultoflackofknowledgeorskillonthepartofthe

employee,certainphysicaldefectsandwrongattitudes.

Theseactsincludeacts

like:i.Operatingwithout

authority.

ii.Failingtosecureequipmentorwarningotheremployeesof

possibledanger.iii.Failingtousesafeattireorpersonalprotective

equipment.

iv.Throwingmaterialsonthefloorcarelessly.

v.Operatingorworkingatunsafelevelsofspeed,eithertoofastortooslow.

vi.Makingsafetydevicesinoperativebyremoving,adjusting,

disconnectingthem.vii.Usingunsafeequipmentorusingequipment

unsafely.

viii.Usingunsafeproceduresinloading,placing,mixing,

combining.ix.Takingunsafepositions,undersuspended

loads.

x.Liftingimproperly.

xi.Cleaning,adjusting,oiling,repairing,etc.ormovingadangerous

equipment.xii.Distracting,teasing,abusing,startling,quarreling,day-

dreaming,horseplay.

PersonalCharacteristicsalsoinfluenceaccidentbehavioursofindividuals.For

example,characteristicslikepersonalityand motivation serveasa basisfor

certainbehaviourtendencies— suchastendenciestotakerisksandundesirable

attitudes.



3.OtherCauses:

Thesecausesariseoutofunsafesituationalandclimateconditionsandvariations

—suchasbadworkingconditions,roughandslipperyfloors,excessiveglare,heat,

humidity,dustandfume-ladenatmosphere;verylonghoursofwork;unsatisfactory

behaviourofdomineeringsupervisors;excessivenoiseandcarelessnessinthe

handlingofsuchinflammablematerialssuchasgasoline,solvents,oilandgrease,

explosivesetc.

Welfaremeasures.
Top15WelfareMeasuresforWorkers

Thisarticlethrowslightuponthetopfifteenwelfaremeasuresforworkers.Some
ofthemeasuresare:1.HoursofWorkandAdequateWages2.ToAvoidIndustrial
FatigueandRestPauses3.ToAvoidAccidentandSafetyPrecautions4.Fire
Protection5.LightingandVentilation6.LabourDiscontent7.IndustrialHousing8.
Transport9.Education10.LunchRoomsandCafeteria11.RestRoomsandOthers.

WelfareMeasure#1.HoursofWorkandAdequateWages:

Someconflictscanarisebetweentheemployerandtheworkersinconnection

withreductionofworkinghours.Itistruethatlongworkinghoursaffecttheperiod

ofrestandsleepandresultsinexhaustion,physicalandmentalstrain,whichlead

toillness.Therefore,theworkinghoursshouldbereasonable.

Shorterhoursofworkingincreasetheproductiveefficiencyoftheworkers.But

reductionofworkinghourscannotbeencouragedbelowthelimitwherethetotal

outputisaffected.Theemployerwillpaywagesinrelationtothetotaloutput.

Reducedoutputmeanslowerwagesandlowerstandardoflivingforworkers.

Workscommitteesandthewelfaredepartmentcanserve,asahappymedium for

solutionofsuchproblemsbymutualdiscussions.

WelfareMeasure#2.ToAvoidIndustrialFatigueandRestPauses:

Fatigueinjureshealthofworkersandcausesinefficiencyandreductioninoutput.

Ifnotrelievedbytimelyrestpauses,itwouldcauselossofconcentration,reduce

inmuscularcontrolandadverselyaffectthefunctioningoftheeyesandearsand

thusresultingreaterchancesofaccidents.

Restpausesservethemostusefulpurposeofavoidingharmfuleffecttostrain

andfatigue.Therefore,adequaterestpausesmustbeintroducedforthefactory

workersattheproperintervals.

WelfareMeasure#3.ToAvoidAccidentandSafetyPrecautions:

Safetymeasurestopreventaccidentarenecessaryintheinterestofworkersas

wellasemployers.



Someofthesafetymeasuresare:

(i)Atplacesofdangers,mechanicalsafeguardsandsafetydevicesshouldbeprovided.

(ii)Protectiveclothingshouldbesuppliedtotheworkerstoavoidaccidentsdueto

loosedresses.

(iii)Manyaccidentstakeplaceduetoover-crowdingofworkingspace.Therefore,

thereshouldbereasonableandsafedistancebetweenthemachines.

(iv)Thesafetydevicesshouldbecheckedfrom timetotimeanddefectsinthem

shouldberemovedbeforetheactualfailure.Thesewillgreatlyhelpinavoiding

accidents.WelfareMeasure#4.FireProtection:

Forprotectionagainstfire,thefactorybuildingshouldbefireproof.Firealarms
andfireextinguishersshouldbeinstalledatproperplacesandregularfiredrills
shouldbeheld,sothat,incaseofemergency,everypersoninthefactorymust
knowwhattodo.Specialexitsandstairsshouldbeprovidedincaseoffire.
WelfareMeasure#5.LightingandVentilation:
Badlightingcancauseaccidentsandaffecttheperformanceofworkers.Therefore,
thelightingsystemsinthefactoryshouldbecarefullydesigned.
Goodventilationwillresultinthesupplyofconstantfreshairandmaintaineven
andbearabletemperatureintheworkshops.Artificialcoolingofhotairduring
summerproviding‘KhasParda’ordesertcoolercangoalongwayinincreasing
theefficiencyandoutputoftheworkers.
WelfareMeasure#6.LabourDiscontent:
Toeliminatelabourdiscontent,followingpointsmaybenoted:
Theworkersshouldbeallowedtohaveafreeexpressionoftheirgrievances.Their
com-plaints should be given due consideration,underground discontentment
resultsaspiritofre-voltanditbecomesmoredifficulttosolvetheproblem ata
delayedstage.Oncethegrievancesareknown,theseshouldbesettledinjustand
fairmanner.
WelfareMeasure#7.IndustrialHousing:
Over-crowdingoflabourinunhealthyandinsanitarysurroundingisconsideredas
oneoftheevilsofthefactorysystem,whichaffectshealthandefficiencyof
workers.

Industrialistsshouldtrytoconstructtheirowncottagesinthevicinityoftheworks
andrentthesetotheirworkers.Thesanitationandsupervisionofsuchcolonies
shouldbethere-sponsibilityoftheemployer. This will greatly improve the
relationsbetweentheemployerandtheworkers.

WelfareMeasure#8.Transport:
Wheretheworkerslivefarawayfrom working sitesand ordinarymeansof
transportarenotavailableatcheaprates,theemployersshouldprovidebusesto
carrytheworkers,whohavetowalkforlongdistanceinordertoreachtheirfactory.
Theunnecessarystrainonwalkingreflectsontheefficiencyofhisworkand
output.

WelfareMeasure#9.Education:
Thewelfaredepartmentshouldincludeamongtheiractivities,theeducationof
adults,andthechildrenofworkers.Theworkersmustbeencouragedtoattend
theseclassesandtosendtheirchildrentoschools,runbytheemployer.Some
majorindustrialconcernshaveprovidedthesefacilities.



WelfareMeasure#10.LunchRoomsandCafeteria:
Wherethehousingaccommodationisfarawayfrom theworks,andtheworkers
cannotgohomeandreturnintimeduringrecesshours,theyshouldbeprovided
messfacilitiesinsidethefactoryareaforsupplyofcheapwholesomeandwell-
cookedmid-daymealstoworkers.

Thefoodshouldbeprovidedatactualcostandtheactivitiesshouldbecontrolled
andmanagedbytheworkscommitteeundertheguidanceofwelfareworkers.
Someconcernsprovidemealsetc.,atsubsidisedrates.

WelfareMeasure#11.RestRooms:
Properlyequippedrestroomsshouldbeprovidedawayfrom thenoiseanddirty
atmosphereofthefactoryforprovidinganopportunitytotheworkerstorelaxand
restoretheirenergyduringtheresttime.Theseroomsshouldbewellventilated,
brightandprovidedwithadequatesanitation.
WelfareMeasure#12.MedicalService:
Good health ofworkerswould mean betteroutputand moreprofitsforthe
employer.Itis,therefore,consideredastheresponsibilityoftheemployerboth
from businessandhumanitarianpointofview.Themedicalserviceisconsidered
astheactivityofthewelfaredepartment.
Freemedicalaidshouldbeprovidedtothesickworkers.Itwouldbedesirableto
maintainahospitalwithafewbedsinthechargeofafullyqualifiedmedicalofficer
andtoprovideawell-equippeddispensary,andfirst-aidappliances.A fulltime
nursecanbeveryhelpfulincasesofaccidentsandotherthings,wherethe
patientsareadmittedinthehospital.
WelfareMeasure#13.SportandGames:
Gamesandsportsensurerobusthealthandfeelingofbrother-hoodamongthe
workers.Provisionofrestroomsandindoorgamescanbeenjoyedbytheworkers
duringmid-dayintervals.Subordinateandhigherofficialscancomeincontactwith
theworkers.Thisdevelopscooperationandcordialrelationsamongstthem and
reducestheindustrialdisputes.Theywilllearntorespecteachother.
WelfareMeasure#14.FinancialAssistance:
Astheworkersoftenneedmoneyfordischargingtheirfamilyobligationsandthem
generallydonothaveareservetofallbackuponatsuchemergency.
Hencefollowingwelfareschemesshouldbemadetohelptheworkerstoimprove
theireconomicsecuritiestoprotectthem from continuedfinancialworries:
(i)SavingsDeposits.(ii)Co-operativeSavingsandLoan
assistance.(iii)MutualBenefitSchemes.
(iv)Pension
Fund.(v)
ProvidentFund.
(vi)HomeOwnership
Scheme.(vii)Group
Insurance.
(viii)Employer’sCo-operativeStores.
Theseschemescanserveintheinterestoftheworkerstoalargeextentandbind
them withloyaltytotheemployer.

WelfareMeasure#15.OtherActivities:
Amongotheractivitiesofthewelfaredepartment,afewmorecanbeadded,
suchas:(i)Trainingandcareofyoungrecruits.
(ii)WorkLibrary.
(iii)Work
Magazines.(iv)
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Annualoutings.
(v)Sportscompetition.
(vi)Relieffundforfamiliesofworkersin
difficulties.(vii)Conductofenquiriesinto
wrongfuldismissals.
(viii)Specialfacilitiesforwomenandyoungpersonareworkinginthe
factory.(ix)Sicknessandaccidentinsurance.

Example:
Anexampleofbetterwelfarefacilitiesprovidedbyabigindustrialconcernisas
follows:
Mealsandsnacksareservedtotheemployeesatsubsidisedrates.

Freemedicalaidavailabletoallemployees,theirfamiliesanddependentparentsat
themodernhospitalanddispensarieslocatedindifferentpartsofthetownshipof
theconcern.

Spreadoverabigareawith2200residentialhouses,thetownshipisequippedwith
allmodernamenitiesincludingschoolsfornurserytohighersecondary,shopping
centres,communitycentres,playgrounds,clubs,postandtelegraphoffice,banks,
auditorium,cinemahalletc.

7.2NEEDOFSATFTY
Workplacesafetyisveryimportantforeachandeveryemployeeintheindustry
becausealltheworkersdesiretoworkinasafeandprotectedatmosphere.Health
andsafetyisthekeyfactorforalltheindustriesinordertopromotethewellnessof
both employees and employers.Itis a dutyand moralresponsibilityofthe
companytolookaftertheemployee’sprotection.
Eachandeverypersonwholeaveshishomeforhisworkinthemorningshould
comebacktohishomeineveningingoodhealth.Haveyoueverimaginedthatyour
lovedonewillneverbereturninghome?Oryougetacallthathe/sheisinthe
hospitalduetosomeincidentoccurred?Thesethoughtsonlygetusgoosebumps.
Thisistheonlyreasonthatwhyitisimportanttocreateasafeworking
environment.Thesedays,workplacehealthandsafetyproceduresareimportantfor
thewell-beingofbothemployeesandemployersbecausehumanlossis
immeasurableandintolerable.As,suchlossorinjuriescanemploymajorlossto
thefamilies.
Alltheindustriesdohavesafetyrisksbutthemanagementshoulddevotetheir
timetothinkandstrategizethethingsthatwhatsafetyprecautionsarerequiredin
theircompanytomakesurethattheirworkersaresafeenoughforallthetime.
Also,themanagementshouldconfirm withalltheworkersrelatedtotheirdaily
workandcomfort.So,thatthemanagementcantakethesamestepaccordingto
thedesiredaspectsofworkers.Thishelpsthem inimprovingtheproductivityand
qualityoftheproductsandlotmore.
1.Awareaboutthesurroundings:Therearemanyemployeeswhodoesn’tbother
abouttheirsurroundinghazards.But,itisimportanttoobserveyourco-employees
workingcircumstances.Onceyougettoknow abouttheparticularhazardsthat
occuratyourworkplace,thenitwillhelpyouinreducingtheriskandallowyouto
taketheprecautionarysteps.

2.Reduce workplace stress:Mostoftheemployeesarenotfitand healthy
becauseoftheirbusyschedule,whichincludeslongworkinghours,work-pressure
andconflictsoccurwithco-workersorwiththebossoftheorganization.And,all
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thesecanleadtosomeillnessordepressiontotheemployees.Also,thisnotonly
affectstheirprofessionallifebutalsocreatesthenuisanceintheirpersonallives
too.So,insteadofwaitingtogetunfit,itisbetterthatyoustarttakecareofyour
health,bytakingregularbreaks,sitinanappropriateposturewithappropriatediet.
Itwillbebetterforyoutoscheduleyourworkaccordinglyandmanagethethingsto
reduceyourworkplacestress.

3.Usetoolsappropriately:Takeappropriateprecautionswhileusingmachineryor
anyothertool,insteadoftakinganyshortcuts.Takingshortcutsisoneofthe
biggestreasonbehindworkplaceloss.It’sabiggestsafetyrisktousescaffolding
asaladderoronetoolinsteadofanotherforaparticularjob.So,itisalways
recommendedtousethecorrecttoolsandreducetheopportunityofworkplace
injury.

4.Keepcrisisexitswhichareeasilyaccessible:Incasethereisanemergency,you
willneedquickaccesstotheexits.Itisalsoadvisedtokeepclearusageof
equipmentshutoffswhichmightstopyoufrom performingatemergency.

5.UpdateYourSupervisorabouttheunsafeconditions:Itisimportantthatyou
keepupdatingyoursupervisoraboutthehazardsorrisksoccuratworkplace.They
shouldbelegallyobligatedtoensurethattheiremployeesareworkingasafe
environmentornot.And,in case,ifthe employees are notworking in safe
conditions,thenitistheresponsibilityofthesupervisortolistenandunderstand
theirconditionandcreatesafeworkingenvironmentforemployees.

6.Usemechanicalassistance:Whenever,youwanttocarryorliftupsomeheavy
equipment’sthenyoushoulduseaconveyorbelt,crankorforklift.Therearelotof
risksinvolved,ifyoutrytoliftsomethingwhichisheavier,itcanaffectyour
weighingcapabilityandcanleadtosomemuscledisplacement.So,makesurethat
usetheappropriatetoolsfornotharmingyourself.
7.StayAlert:Therearemanyemployeeswhousuallycompromiseorignorethe
alertsofadvancewarningandduetothis,anumberofworkplaceinjuriesor
fatalitiesoccur.

8.ReduceWorkplaceEnvironmentStress:Stresstoanyemployeeortoanyco-
worker,canleadintodepressionandintoconcentrationproblems.Andthemain
reasonincludes,extendedworkinghours,excessofwork,insecurityofjoband
issueswhichoccuratco-workersorprofessionals.So,insteadoftakingstresson
yourshoulders,youshoulddiscussitwithyoursupervisorandaskhim/hertolook
afteryourproblemswhichyouarefacingintheorganization.

9.Weartherightsafetyequipment’s:Itisessentialthatyou weartheright
protectionequipmenttoolsduringyourwork.And,theequipment’scanbeinany
form like,earplugs,earmuffs,hardhats,gloves,full-facemasks,safetyglovesand
anyotherequipmentwhichisrequiredtowearwhileworking.Thesetoolswill
preventtheworkersfrom theincidentsthatoccuratworkplace.

10.Sitinaproperposture:Ifhaveasittingjob,thenitisessentialthankeepyour



posturecorrect,whileworkingonadesk.Youneedtokeepyourshouldersinline
andstraightbacktoavoidanyspineproblem.Trytoignorestoopingandtwisting
regularlyandifpossible,thentrytousethecomfortdesignedfurnitureandthe
safetyequipment’s,sothatthedesiredthingswillbeinyourreach.

Safetyisoneofthebiggestissueanditiscompletelytheresponsibilityofthe
mangersandthebusinessownerstomakesurethattheiremployeesareworking
insafeenvironmentornot.Themanagementshouldmakesurethattheykeepon
motivating and boosting theemployeesto makethem activein theworking
process.

Thereshouldbeanappropriatediscussionsdoneabouttheworkandthecultureof
theofficeonregularintervals,sothatthemanagementremainawarethathowthey
simplifythethingsfortheemployee’scomfort.Also,tomotivatetheworkers,
managementshouldproviderewardsasanappreciationtowardstheirwork.Thus,
theseonlystepswillmakeyourworkplaceverysecureandsafefortheemployees
towork.

7.3ORGANISATIONFORSAFETY

NationalSafetyCouncil(India)
NationalSafetyCouncilisapremier,non-profit,self-financingandtripartiteapexbodyatthe
nationallevelinIndia.Itisanautonomousbody,whichwassetupbytheGovernmentofIndia,
MinistryofLabourandEmploymenton4March1966togenerate,developandsustaina
voluntarymovementonSafety,HealthandEnvironment(SHE)atthenationallevel.Itwas
registeredasaSocietyundertheSocietiesRegistrationAct,1860andsubsequently,asa
PublicTrustundertheBombayPublicTrustAct,1950.

Activities:

 ConductingspecialisedtrainingCourses,Conferences,Seminars&Workshopsall
overtheNation

 ConductingconsultancystudiessuchasSafetyAudits,HazardEvaluation,
EmergencyManagementPlanning&RiskAssessment

 DesigninganddevelopingHSEpromotionalmaterials&publications
 Facilitatingorganisationsincelebratingvariouscampaignse.g.Roadsafetyweek,

SafetyDay,FireServiceWeek,WorldEnvironmentDay
 Organisedmanynationalandinternationalconferencese.g.XIIIWorldCongress

(1993)andXIAPOSHOConference(1995)andimplementedmanyaprestigiousproject

7.4SAFETYCOMMTTEE

RolesofHealthandSafetyCommittees:

Ahealthandsafetycommitteecanbeanimportantwaytoimproveconditionson
thejob.Thecommitteeprovidesaforum foremployeesandmanagementtowork
togethertosolvehealthandsafetyproblems.Aneffectivecommitteecanhelp
preventinjuryandillnessonthejob;increaseawarenessofhealthandsafety
issuesamongworkers,supervisors,andmanagers;anddevelopstrategiesto
maketheworkenvironmentsafeandhealthy.Thefollowingisalistofsome
possiblerolesofahealthandsafetycommittee.

HazardIdentification,Evaluation,andControl:
•Reviewinjurydata,accidentreports,andworkers’compensationrecords.



•Conductregularwalkaroundinspectionstoidentifypotentialhealth
andsafetyhazards.•Conductsafetyandhealthjobanalysesto
identifyproblems.

*Designandconducthealthandsafetysurveys.
•CollectandreviewMaterialSafetyDataSheets(MSDSs).

•Proposeandevaluatevariouswaystoimprove
safetyconditions.•Getrecommendationsacted
upon.
•Reviewandevaluatecorrectiveactionstakenbymanagement.

•Temporarily“shutdown”unsafeoperationsuntilahazardiscorrected.
•Collectandreviewinformationonnewchemicals,procedures,and
processesbeforetheyareintroduced.
•Participateinstudiesconductedbyoutsideresearchersorconsultants.
•Establishorimproveproceduresforemployeestoreportsafetyhazardsor

suggestimprovementswithoutfearofreprisal.

InformationandEducation:
*Respondtoconcernsraisedbyworkers,supervisorsandmanagers.
•Recommendtrainingfornewemployees,supervisors,andmanagersand
refreshertrainingonhealthandsafetypractices,proceduresandemergency
response.
•Planandorganizetrainingprograms.

•Establishorimproveproceduresforemployeestoreporthealthsymptoms
withoutfearofreprisal.•Keepworkers,supervisors,andmanagersinformed
aboutthecommittee’sactivities

7.5SAFETYPROGRAM andSAFETYMEASURES

AsPerAttachment.

TutorialMaterialforMandatoryBasicSafetyTrainingCourse

(ConstructionWork)

Content

1.GeneralSafety................................................................................................4

2.WorkatHeight...............................................................................................6

3.UseofPersonalProtectiveEquipment...............................................8

4.FireSafety......................................................................................................10

5.MachineSafety............................................................................................12

6.ElectricitySafety........................................................................................14
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7.SafetyofConfinedSpacesOperations............................................16

8.ManualHandlingOperations...............................................................18

9.WeldingSafety............................................................................................19

10.SafetyofExcavationWork..................................................................20

11.MiscellaneousItems................................................................................21

(ThisPartcollectedfrom
OccupationalSafetyandHealth
Branch

3

1.GeneralSafety

No. KeyLearningPoints

1 ThepurposeofstipulatingtheOccupationalSafetyandHealth

Ordinanceistoprotectthesafetyandhealthofemployeesat

work.

2 Employersshouldcontributetosafetyandhealthbyensuring

thesafetyandhealthoftheemployeesduringwork.Employees

shouldcontributetosafetyandhealthbytakingcareofthe

safetyandhealthofhimselfandothersattheworkplace.

3 Accordingtothe"GeneralDuties"provisions,proprietorsshall
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provideemployeeswithasafeandhealthworkingenvironment

and necessary safety information,instruction,training and

supervision,andsafeaccesstoandegressfrom aworkplace.

4 Themainpathwaysforchemicalsubstancestoenteraworker’s
body

areswallowing,skincontactandinhalation.
5 Studyingthelabelcontentoutsideacontaineristheproperway

foridentifyingthename,classification,risksandprecautionsof

thechemicalinthecontainer.Thecompulsoryinformationofa

chemicallabelincludes the chemicalname,classification,

particularrisksand

safetyprecautions.
6 Thefollowingtermsareusedtoclassifythepropertiesofchemicals:

explosive,oxidizing,flammable,toxic,harmful,corrosiveand

irritant.Inhandlingchemicals,anemployeeshouldproperlyuse

the
protectiveclothingandequipmentprovidedbythe

employer.7 Safetypracticesonconstructionsites:

Storeloosesubstancesandconstructionmaterials

properlyatdesignatedandsecurelocations.

Placematerialsfarfrom aflooropening.

4

No. KeyLearningPoints

Don’tthrowmaterialsfrom height.

Don’tworknearaflooredgeoraflooropening

withoutguardrails.

Don’tplacematerialsonpassageways.

Timberwithprojectingnailsshouldbeflattenedor

extractedimmediately.

Wearapprovedeyeprotectorswhenconductingwelding

work.Neverworkundergoodsinsuspension.

8 Aconstructionsitewith5workersormoreemployedshallbe

providedwithafirstaidbox.Thenumberoffirstaidfacilities

requireddependsonthenumberofworkersemployed.Wording

of“firstaid”shallbeclearlymarkedonthefirstaidbox.The

booklet“HintsonFirstAid”publishedbytheLabourDepartment

andthesubstancesrequiredstatutorilyshallbeplacedinthe

firstaidbox.



9 Aconstructionsitewith30-99workersemployedshallhavea

persontrainedinfirstaid.

10 Theprincipalcontractorofaconstructionsitewith100ormore

workersemployedshallemployafull-timeregisteredsafety

officer.

11 Anemployershallprovidehisemployeeswithpotablewater.

12 Anemployershallreportadangerousoccurrencehappenedina

workplacetotheLabourDepartmentwith24hours.

13 “MandatorySafetyTraining”coursesshallberecognizedbythe

CommissionerforLabour.

5

2.WorkatHeight

No. KeyLearningPoints

1 Mostfatalaccidentsintheconstructionindustryareimputedto
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workingatheight.Adoptingworkingplatformsshouldbeofthe

firstprioritywhileworkingatheight.

2 Scaffolds(includingworkingplatforms)shouldbeerectedby

trainedscaffoldingworkmen.Acompetentpersonshould

inspectascaffoldandissueaForm 5tostatethescaffoldisin

safeconditionwithin14daysbeforethescaffoldisusedandat

leastevery2weeks.

3 Aworkingplatform’ssafetydesignincludesguardrailsand

toeboards.Themainfunctionofguardrailsataworking

platform istopreventfallofworkers.Themainfunctionof

toeboardsistopreventfallofpersons,objectsandtools.

4 Theminimum width ofaworking platform is400mm.The

heightofthetopguardrailontheworkingplatform shallbe900-

1150mm.Theheightoftoeboardsontheworkingplatform

shallnotbelessthan200mm.Theboardsformingworking

platform shouldnotbelessthan200mm inwidthandnotless

than25mm inthicknessornotbeless

than150mm inwidthandnotlessthan50mm inthickness.
5 Beforeusingasafetyharness,whetheranysuitableanchorage,

independentlifelineandfallarrestingdeviceisavailableshould

beconsidered.Whenitisrequiredtouseasafetyharnessasa

fallpreventivemeasure,theharnessshouldbeattachedtoa

secureanchorageoranindependentlifeline.

6
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No. KeyLearningPoints

6 When aworkerconductsscaffold maintenanceworkatan

externalwall,themostsuitablesafetyharnessanchorageisan

independentlifeline.The mostappropriate safety harness

anchoringmethodistoanchoritatalevelhigherthanthe

user’swaist.

7 Atleast3anchorboltsshouldbeusedtofixeachmetalbracket

ofatruss-outscaffoldontotheexternalwallofabuilding.

8 Whenaladderisusedforaccessoregress,itshouldbe

ensuredthattheladderisstableandrestingonanevenand

solidground.Neverjointshortladderstoform alongonefor

use.Thetopofaladdershouldprotrudethelandingplatform at

least1.0metreasahandrail.

9 Workersworkingatagondolashallwearsafetybeltsanchored

toindependentlifelines.

10 The minimum depth ofa cage orreceptacle used forcarrying
persons

is900mm.
11 Whensomebodyhasfallenfrom height,inform thefirstaider

immediatelyandlookaftertheinjuredperson.Donotmovethe

injuredperson.
12 Ascaffoldwithsuitableworkingplatform andsafemeansofaccess

andegressshouldbeprovidedtoworkerstoensurethecleaning
work
atheightcanbeconductedsafely.

13 Laddersshouldberegularlyinspectedandmaintained.
14 Asuitableworkingplatform withguardrailsandtoe-boards

shouldbeusedwhileinstallingelectricalconduitsonceilingat

height.
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73.
Use
of
Pers
onal

Protective

Equipment

No. KeyLearningPoints

1 Useofpersonalprotectiveequipmentisthelastresortwhen

controllingthesourcesofaccidentisineffective.

2 Personalprotective equipment is provided by employers.

Whether proper protection can be provided should be

consideredfirstwhenselectingpersonal protective

equipment. Employeesshouldunderstandthematters

of“selection,use,maintenanceandfitforthework”relatedto

personalprotective equipment.Replace unfitordamaged

personalprotectiveequipmentimmediately.

3 Asafetyhelmetisusedforprotectingaworker'sheadfrom

directhitbyfallingobjects.Aworkerworkinginaconstruction

siteshallwearasafetyhelmetatalltimesregardlessheis

workinginsideabuildingorrequiredtoworkforafewminutes

only.Oneofthebasicrequirementsofsafetyhelmetsisbearing
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asafetymarkingsuchastheEuropeanStandardnumber.

4 Thefollowingarethesafetypracticesregardingsafetyhelmets:

Asufficientclearanceshouldbemaintainedbetweenthe

headandtheshellofasafetyhelmet.

Regularlycheckifthereisanydamage.

Regularlycleanasafetyhelmetbutnotwithanorganic

solvent.Regularlychecktheexpirydate.

Don’tremovethehelmetharness.

Don’tpierceholesonasafetyhelmettoenhanceventilation.

8
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No. KeyLearningPoints

Don’tplaceastrawhatinsideasafetyhelmetfor

shadingsunlight.

5 Steeltoecaps,steelsolesandslip-proofcharacteristicsarethe

basicrequirementsforsafetyshoes.

6 Incomparisonwithageneralpurposeofsafetybelt,theuseof

afullbodyharnesscaneffectivelyreducetheextentofinjurytothe

waistof

theuserduringfalling.
7 Appropriateaprons,safetyshoes,glovesandfaceshields

shouldbewornwhilehandlingchemicals.Glovesspecificforhandling

the

chemicalshouldbeused.
8 Theuserofarespiratorshouldnotetheclosenessbetweenthe

respiratorandtheuser’sface.Afterusingarespirator,theuser

shouldcleanandwipetherespiratorthoroughly.Appropriate

dustfiltersshouldbeusedforprotectingtherespiratorysystem

ofworkersengagedingrindingwork.Appropriatemasksand

eyeprotectors

shouldbeusedbyworkersenteringdustyworkplaces.
9 Prolongedexposuretohighlevelsofnoisecanleadtohearing

1
0

1
1

1
2

1
3

damage.Earmuffshavegenerallythebestperformancefor

hearingprotection.Onlyearprotectorsincludingearmuffswith

theirbrandsandmodelsapprovedbytheLabourDepartment

canbeused.Pilingworkwouldgeneratehighlevelsofnoise.

Workersworkinginthenoiseaffectedareashallwearapproved

earprotectorsappropriately.Wetdrillingmethodanddust

removalequipmentshouldbeadoptedassafetymeasuresfor

drillingholesinatunnel.

Whenoperatingamachinewithrevolvingparts,workersshould

notwearcottonglovessoastoavoidcausinginjurytohands

duetoentanglingofcottongloveswiththerevolvingpartsof

themachine.

Itisinappropriatetowearworkinguniformsstainedwith

inflammableliquid,sandalsandslippersatwork.

Silicosisiscausedbyprolongedinhalationofsilicadust.Hand-dug

caissonworkersaremostlikelytosufferfrom thisdisease.



9



4.FireSafety

No. KeyLearningPoints

1 Mostfatalcasesinfirearecausedbyinhalationofsmoke.

2 Theessentialconditionsforburningarefuel,heatandoxygen.

Therefore,isolatingthefuel,coolingandcuttingofftheoxygen

supplyarefirefightingmethods.

3 Rubberfloortileslayingworkwiththeuseofadhesiveisahigh

fireriskconstructionprocess.

4 Fireislikelycausedbysprayingofflammableliquid(e.g.paint

spraying).

5 Burningofpaper,cloth,timber,plastic,rubbishandmiscellaneous

articlesisclassifiedasthefirstcategoryof
fire.6Thefollowingarefirepreventionmeasures:

Checkthefirefightingequipmentregularly.

Keeptheexitdoorwayfreefrom

obstruction.Keeptheworkplacecleanand

tidy.

Keepthesmokedoorsclosed.

Carefullyusethemachinesandtoolsthatwouldgenerate

sparksandheat.

Confirm thelocationforassemblyafterfire

evacuation.Flammablesubstancesshouldbestored

inmetalcabinets.Don’tstorelargequantitiesof

flammablesubstanceinthe

workshop.

Don’tstackmiscellaneousarticlestoblockthefire

fightingequipment.

Usedragssoakedwithflammableliquidshouldbeplacedin

coveredmetalcontainers.
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No. KeyLearningPoints

Workersshouldnotsmokewithina“NoSmokingArea”so

astopreventignitionoftheinflammablesubstances

nearby.

7 Awatertypefireextinguisherissuitableforputtingouta

timberfirebutnotforafirecausedbyaflammableliquid,e.g.

petrol.

8 Afoam typefireextinguisherisnotsuitableforafire

causedbyfailureofelectricalappliances.

9 Whenusingadrypowdertypefireextinguisher,oneshould

notethatthedischargeddrypowdermaycausedisorientation.

10 Carbondioxidetypefireextinguisherismostappropriatefor

puttingoutanelectricalfire.
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5.MachineSafety

No. KeyLearningPoints

1 A contractorshouldmarktheplatform orcageofamaterial

hoistwith thesafeworking load.Carriageofpersonsbya

materialhoistisprohibited.Theoperationofamaterialhoistis

forbiddenwhenanyhoistwaygateisnotclosed.Acompetent

examineris responsible forcarrying outthe testing and

thoroughexaminationforamaterialhoist.

2 Agondolashouldbeoperatedbyaworkerwhoholdsavalid

gondolaoperationcertificate.Agondolashouldbecheckedbya

competentpersoneveryweekandissuedwithanapproved

form statingthatitisinsafecondition.

3 Factorscontributingtoaccidentsofliftingappliances(suchas

jibcraneortowercrane):

Overloadcausingthecranetooverturnorthejibto

break.Insufficienttrainingofthecraneoperator.

Workersworkingwithintheliftingoperationarea.

Misunderstandingbetweenthecraneoperatorandthesignaler.

4 A liftingappliance(suchasjibcraneortowercrane)should

undergoathoroughexaminationbyaregisteredprofessional

engineeronceevery12months.Acompetentpersonshouldbe

responsiblefortheweekly

inspectionofaliftingappliance.
5 Acraneoperatorshallattain18yearsoldandholdavalidrelevant

certificate.Also,anexcavatoroperatorshallattain18yearsoldand

holdavalidrelevantcertificate.
6 Ifacraneisequippedwithoutriggers,theyshouldbefullyextended

and supported on rigid timberblocks.When operating a

telescopicjibcranenearanoverheadcable,oneshoulduse

“goalposts”torestricttheworkingzoneofthejib.
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No. KeyLearningPoints

7 Everypieceofliftinggear(e.g.wiresling)shallbemarked

withitssafeworkingload.

8 Liftinggear(e.g.asling)shouldundergoatestand

thoroughexaminationbyaregisteredprofessional

engineer.

9 Accidentsinoperatingmachineryarecommonlycausedby

failureofthemachineguarding.

10 Safetyprecautionsforrepairingtherevolvingpartsofa

machine:Preventpersonnelnotresponsibleforthe

repairingworkfrom

comingnear.

Shutoff(isolate)thepowersupplybeforestartingthe

repairingwork.

Postnoticesregardingtherepairingattheswitchesofthe

machineandalsolockuptheswitches.

Keepthemachineguardinginplacefortestingand

cleaningthemachine.

Installbacktheremovedprotectiveguardsbeforere-startingthe

machine.
11 Safetyprecautionsforusinganabrasivewheel:

Thesafetyguardshallbeprovidedandkeptinpositionwhile

theabrasivewheelisinmotion.

Affixanoticewhichspecifiesthehighestpermissible

speedandthesafetyrulesofusingtheabrasivewheel.

Replacementoftheabrasivewheelcanbeconductedonly

byapersonauthorizedbytheproprietorinwriting.

Selectanappropriateabrasivewheelforuse.
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6.Electricity

Safety

No. KeyLearningPoints

1 Electrocutionismainlyduetoseriousinjuryoftheheart.

2 Beforeusinganelectricalappliance,oneshouldcheckifthetool

isfunctioningproperly.Anportableelectricaltoolshouldbe

earthedunlessitisofdouble-insulatedconstruction.Earthingof

anelectricaltoolcanreducetheriskofelectricshock.The

markingof“回”onaportableelectricaltoolmeansitisof

double-insulatedconstruction.Double-insulationofelectrical

toolscanavoidcurrentleakage.

3 An electricalappliance should be repaired afterthe power

supply has been completely isolated.A failed electrical

appliance should be repaired by a competentelectrician.

Improper repairing of an electricalappliance may cause

explosion,burntorelectricshock.

4 Practices/situationsleadingtoelectrical

accidents:Repairelectricaltoolsbyan

unqualifiedperson.Unauthorized

modificationofelectricaltools.Allowlive

partsofelectricwirestoexpose.

Directlyconnectwirestopowersupplywithoutusingan

electricplug.

Conductarcweldinginahumid

environment.5 Practices/situationstoavoid

electricalaccidents:

Repairelectricaltoolsbyacompetent

electrician.Regularlyinspectelectricaltools.
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Adopt“permit-to-work”forrepairingelectrical

appliances.Useanappropriateplugtoconnectpower

supply.

Standonaninsulatedmat.

14
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No. KeyLearningPoints

Adoptwater-prooffacilitiesforoutdoorelectricwires

connection.Usewater-proofelectricalappliancesina

humidenvironment.
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7.Safetyof

ConfinedSpaces

Operations

No. KeyLearningPoints

1 A“confinedspace”isdefinedtomeananyplaceinwhich,by

virtueofitsenclosednature,therearisesareasonably

foreseeablespecifiedrisk,andincludesanychamber,tank,vat,

pit,well,sewer,tunnel,pipe,flue,boiler,pressurereceiver,hatch,

caisson,shaftorsiloinwhichsuchriskarises.Thespecified

risksincludeafireorexplosion,anincreaseinbody

temperature,lackofoxygen,anincreaseinthelevelofliquid

andentrapmentbyafreeflowingsolid.

2 Allworkersenteringaconfinedspace(e.g.watertankofa

building)shallbecertifiedworkersdefinedbyFactoriesand

IndustrialUndertakings(ConfinedSpaces)Regulation.A

certifiedworkershallattaintheageof18.Beforecertified

workersenteraconfinedspace,aworkpermit(certificate)

shouldbeobtainedfirst.Certifiedworkersshouldleavethe

confinedspaceatoncewhenthesafeperiodoftheworkpermit

expires.

3 Priortocommencementofworkinaconfinedspace,the

proprietorshallappointacompetentpersonspecifiedbythe

FactoriesandIndustrialUndertakings(ConfinedSpaces)

Regulationtoconductariskassessmenttotheconfinedspace.

Beforeenteringtheconfinedspace,therecommendationsof

theriskassessmentshouldhavebeencompleted.

4 Thedutyofthepersonstationedoutsideaconfinedspaceisto

communicatewithworkersinsidetheconfinedspace.
5 Nobodyisallowedtoenteraconfinedspacewhenadetectionofthe



gasinsidetheconfinedspacehasnotbeenperformed.

16



No. KeyLearningPoints

6 Aworkershouldwearaself-containedrespiratorwhen

enteringaconfinedspaceforrescue.

7 Providinganeffectiveforcedventilationisamandatory

precautionbeforeworkersenteraconfinedspace.

8 Usingaportablegeneratoratthebottom ofaliftshaftmay

causecarbonmonoxidepoisoning.

17
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8.ManualHandling

Operations

No. KeyLearningPoints

1 Thepropermethodofmanualhandlingoperationsisholding

theobjectclosetothebody,liftingwiththelegsbyslowly

straighteningthem andkeepingthelowerbackstraight.The

mostcommoninjurysufferedbyworkersengagedinlifting

heavygoodsisstrainandsprain.Liftingofheavyobjectsby

bendingthewaistwilllikelycauseinjurytothewaist.Doing

warm-upexercisesbeforetransportinggoodscanrenderthe

musclesandcardiopulmonarysystem moreadaptabletothe

changesoastoreducechanceofgettinginjured.

2 When using a trolleyto transportgoods,one should note

whetherthestructureofthetrolleyisgoodornot,anypotential

hazardsinthepathwayandwhetherthefloorisevenornot.

3 Beforetransportingcurtainwallglasspanels,theresponsible

personisrequiredtomakeassessmentoftherisks.

4 Properpracticesofmanualhandlingoperations:

Adoptaproperposture(i.e.keeptheback

straight).Usethepowerofthighmusclestolift

goods.

Providesufficientmanpowertoconductamanual

handlingoperation.

Usemechanicaltools(e.g.trolleys)totransport

goods.Reducetheweightofthegoodstobe

carried.

5 Improperpracticesofmanualhandling

operations:Suddenlyincreasethe

movementspeed.

Makejerkymotions.

Frequentandprolongedrepetitive

movements.Onlytwisttheupperbody
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trunk.

Slipperyfloor.

18

9.WeldingSafety

No. KeyLearningPoints

1 Workersperforminggasweldingorflamecuttingshallattain18

yearsoldandholdvalidrelevantcertificates.

2 Safepracticesofgaswelding:

Thegascylindersshouldbeequippedwithflashback

arresters.Usescreentoavoidthesparksfrom injuring

others.

Keepthegascylindersupright.

3 Beforeperformingflamecuttingofanoldpipe,oneshould

purgetheresidueinsidethepipe.

4 Thecommoncolourofoxygencylindersusedingasweldingisblack

andthatofacetylenecylindersismaroon.
5 Anacetylenecylindershouldnotbelaidflatongroundsoasto
avoid

leakageofflammableliquidfrom thecylinder.
6 Commonhazardsofarcweldingincludeelectricshock,arc

radiationandinhalationofharmfulgases.Prolongedinhalation

ofexcessivemetaldustcancausedamagetowelder’slung

tissue.Theultravioletradiationgeneratedinarcweldingwould

causedamagetotheeyesof

awelder.
7 Personalprotectiveequipmentforarcweldingincludeseyeshield,

glovesandinsulatedshoes.
8 Workplacesforweldingworkshouldbe:

Providedwithadequatelighting.

Equippedwithappropriatefire
extinguishers.Well-ventilated.
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9 Inapoorlyventilatedenvironment,performingweldingworkmay
causeoxygendeficiency.

10.
Safe
ty
of
Exca
vatio
n
Wor
k

10.SafetyofExcavationWork.

No. KeyLearningPoints

1 Themostimportantexcavationsafetymeasureistoobtainthe

actuallocationsoftheundergroundpipes,cablesandother

publicfacilities.

2 Duringtheexcavationwork,theexcavationincludingtherelated

pitandslopeshouldbethoroughlyexaminedbyacompetent

personatleastonceevery7days.Acompetentpersonshould

fillinForm 4afteraweeklyexaminationoftheexcavation.

3 Themostdangerousoutcomeofexcavationworkiscollapseof

soil.Therefore,debrisandheavymachinesshouldbestacked

farawayfrom apittopreventtheoccurrenceofvibrationand

overloadwhichcausethepitcollapse.Thepurposeofproviding

suitablesupportand

shoringattheedgeofanexcavationistoavoidcollapseofthepit.
4 Duringexcavation,ifthefloorofthepitcracksandthesupport

isbrokenorloosened,stoptheworkimmediately,leavethepitand

reporttothesuperiors.
5 When a workerdiscovers unidentified underground pipes and
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electric

cablesduringpilingworks,heshouldstoptheworkimmediatelyand

inform thesupervisor.
6 Measuresformaintainingagoodventilationsystem foratunnel

work:

Regularlytestandinspecttheairquality.

Avoidaccumulatingtheexhaustgasesinsidethetunnel.

Ensurethefreshairductsextendtoalllocationsoftheworkplace.

2011.
Misc
ellan
eous

Items

No. KeyLearningPoints

1 TheGovernment,employersandworkersareresponsiblefor

preventingindustrialaccidents.Workersshouldberesponsible

fortheirownunsafeacts.Theconsequencesofindustrial

accidentsaredeath,injuryandoccupationaldisease.

2 Goodhousekeepingataworkplacecanprovideasafeand

effectiveworkingenvironment.Stackingmaterialsarbitrarilyon

apassagewaycancauseaccidents.Segregatingthe

pedestriansfrom themovingvehiclesisaneffectivemeasure

topreventtrafficincidentsinaconstructionsite.
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3 Contingencyplansshouldbedevisedanddrilledregularlysoas

toallowworkerstofamiliarizewiththeproceduresofthe

contingencyplans.Anemergencycontingencyplanforfire

accidentscanminimizethelosscausedbyfire.

4 Inahotandhumidenvironment,workersaremorelikelyto

sustainheatstroke.Thirstandnauseaarecommonsymptoms

ofheatstroke.Measuresforpreventingheatstroke:

Avoidworkingunderdirectsunlight.

Settinguptemporarysunshade.

Reschedulingworktocoolerperiodsinthedaytimeand

coolerplaces.

Providingcoolpotablewater.

Wearinglight-colouredandloose-fitting

clothing.Takingregularrest.

5 Themainpurposeofimplementingthemandatorybasicsafety

21
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No. KeyLearningPoints

training(greencard)istoenhanceworkers’safetyawareness.The

validityof“GreenCard”is3years.

6 Whenasbestosisdiscoveredduringbuildingdemolitionwork,workers

shouldstopthedemolitionworkandreporttothemanagement.

7 Toensureworksafety,workersshouldnotdrinkalcoholduringlunchtime.

8 Thepurposeofapermit-to-worksystem istoensurethatallsafety

measureshavebeenimplementedbeforetheworkstarts.

9 AnemployershouldreportafatalaccidenttotheLabourDepartmentwithin

24hoursafterthetimewhentheaccidentoccurred.
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