
CBSE Class 12 Business Studies — Chapter 7  |  smitsircommerce.vercel.app

MADE BY

SMIT SIR
Commerce Tutor

CBSE CLASS 12

BUSINESS STUDIES
PREMIUM NOTES

CHAPTER 7

Directing

NCERT BASED  |  EXAM FOCUSED  |  EASY LANGUAGE

CONTACT  &  ENROLL

smitsircommerce.vercel.app
infosmitsircommerce@gmail.com

+91 6353709585  (Call / WhatsApp)

© Smit Sir Commerce  •  Directing



CBSE Class 12 Business Studies — Chapter 7  |  smitsircommerce.vercel.app

Chapter Snapshot

# Question Answer

1 What is this chapter about? How managers guide, motivate, lead, and communicate 
with employees to convert plans into action.

2 Why is it important? All other functions are preparation; directing is the execution 
— the human spark that makes everything move.

3 Real-life use Every time a teacher motivates a student, a captain leads a 
team, or a manager gives clear instructions — directing is 
happening.

4 4 Elements S-M-L-C: Supervision, Motivation, Leadership, 
Communication.

5 Most tested topics Maslow's Need Hierarchy (5 levels), 3 Leadership styles, 4 
Communication barriers, Financial vs Non-financial 
incentives.

6 Exam weight Very high — Maslow + Leadership styles + Communication 
barriers appear almost every board exam.

7 Difficulty level Medium-High — Maslow and communication need detailed 
understanding.

8 Revision time First read 2.5 hrs. Second revision 1 hr. Final 30 min.

9 One-line summary Directing = leading people through S-M-L-C to translate 
plans into results.

10 Key rule to remember A satisfied need is NO LONGER a motivator — Maslow's 
core principle.
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Section 1   Big Picture of the Chapter

The Indian cricket team before a World Cup final:

Perfect game plan (Planning). Best 11 selected (Staffing). Clear team structure (Organising). 
Yet the game starts — pressure builds — a wicket falls early.

What the captain does right now — motivate, communicate, guide, supervise — THAT is 
Directing.

Directing is the spark that converts plans and structures into real, living action.

Directing has 4 elements — S-M-L-C: Supervision, Motivation, Leadership, 
Communication. Master these four — and you understand the art of leading any organisation.

TEACHER TIP — SMIT SIR

Classroom hook: Ask: 'Think of the best teacher/coach you ever had. What made them 
great?' Students describe supervision (always present), motivation (believed in us), 
leadership (vision), communication (explained clearly). Reveal the mapping — chapter 
comes alive instantly.
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Section 5   Detailed Topic-wise Notes

Topic 1   Meaning of Directing

DEFINITION

Directing is the managerial function that involves guiding, inspiring, counselling, and 
instructing employees to work towards the achievement of organisational goals.

Simple: Planning decides WHAT. Organising sets up HOW. Staffing fills WHO. Directing 
says — NOW GO AND DO IT.

Features of Directing

Feature Meaning Example

1. Initiates action Directing starts actual work — all 
other functions are preparation.

Only when Smit Sir says 'Begin' do 
students start writing.

2. Pervasive function Every manager at every level must 
direct their team.

CEO directs VPs; VPs direct 
Managers; Managers direct Workers.

3. Continuous 
function

Directing is not one-time — 
continuous motivation, guidance, 
communication.

A cricket captain directs throughout 
every ball, not just before the match.

4. Flows top to 
bottom

Directing always flows from superior 
to subordinate — downward.

Instructions and motivation flow from 
CEO all the way down to workers.

5. Human element Directing deals with people — 
emotions, needs, aspirations. The 
most 'human' function.

Technical systems can be 
programmed. People need to be led.

Importance of Directing

Point Explanation

1. Initiates action Without direction, all planning is useless. Directing is the spark that 
starts the engine.

2. Integrates efforts Aligns individual efforts with organisational goals — everyone pulls in 
one direction.

3. Motivates employees Through inspiration, incentives, and recognition, directing keeps 
employees energised.

4. Provides stability Good directing ensures smooth, orderly functioning — prevents chaos.
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Point Explanation

5. Copes with change Directing helps employees adapt to new technology, processes, and 
market conditions.

6. Efficient use of resources Directed employees use time, material, and effort wisely — reducing 
waste.
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Topic 2   Supervision — Element S

S   SUPERVISION

DEFINITION

Supervision means the function of overseeing the activities of subordinates — 
watching their work, guiding them in real time, and ensuring the work is done as 
planned.

Simple: Manager/supervisor is present — watching, correcting, guiding — so work 
happens correctly.

Role of a Supervisor:

Role Explanation

Link between management 
and workers

Translates management plans into specific worker instructions — a 
two-way bridge.

Immediate contact with 
workers

No one has more daily contact with workers — enables rapid problem 
identification.

Maintains discipline Ensures rules and procedures are followed — first line of enforcement.

Improves efficiency Corrects errors in real time — prevents output quality from suffering.

Provides on-the-spot 
guidance

When a worker faces a problem, supervisor gives immediate help.

Feedback to management Reports worker concerns and grievances upward to management.

Facilitates group unity Builds team spirit — common purpose, shared effort.

EXAMPLE

Example: A factory production supervisor walks the floor every hour, checks machine 
calibration, corrects unsafe posture, notes underperforming machines, and reports to 
Production Manager end-of-shift. Full supervision in practice.
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Topic 3   Motivation — Element M

M   MOTIVATION

DEFINITION

Motivation is the process of stimulating people to action to accomplish desired goals 
— creating a willingness in employees to perform to the best of their abilities.

Simple: Why does a person WANT to work hard? Motivation is that driving force — internal 
or external.

Importance of Motivation:

• Puts human resources into action — talent without motivation produces nothing.

• Improves efficiency — motivated employees give their best.

• Ensures achievement of goals — aligned motivation + clear goals = results.

• Leads to stability of workforce — motivated employees stay longer, reducing turnover.

• Builds friendly relationships — motivated, secure employees cooperate better.

Maslow's Need Hierarchy Theory — MOST TESTED TOPIC

Abraham Maslow's Need Hierarchy Theory (1943) — very frequent 5-6 mark CBSE question. 
Know all 5 levels, order, and examples.

DEFINITION

Maslow's theory: Human needs are arranged in a hierarchy of 5 levels. People satisfy 
lower-level needs first — and only when lower needs are satisfied do higher needs 
become motivators.

Central rule: A SATISFIED NEED is NO LONGER a motivator. Only UNSATISFIED 
needs drive behaviour.

MASLOW'S NEED HIERARCHY PYRAMID

L5 Self-
Actualisation

Realising full potential, creativity, meaningful impact, life's purpose. 
HIGHEST — rarest need.
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L4 Esteem Needs Self-respect, recognition, status, achievement, prestige, promotion.

L3 Social Needs Belonging, friendship, acceptance, love, team membership.

L2 Safety Needs Job security, physical safety, pension, insurance, stable employment.

L1 Physiological 
Needs

Food, water, shelter, clothing, air — basic survival. LOWEST — must be 
satisfied first.

Level 1: Physiological Needs

Explanation: Most basic survival needs — must be satisfied before any higher need motivates.

How organisations satisfy: Salary, basic working conditions (clean water, rest breaks), 
minimum wage.

EXAMPLE

A daily wage labourer works only to earn enough for food and rent. Nothing else motivates 
until these are met.

Level 2: Safety and Security Needs

Explanation: Once physiological needs are met, people seek protection, stability, and job 
security.

How organisations satisfy: Permanent employment contract, Provident Fund (PF), Gratuity, 
Medical insurance, safe workplace.

EXAMPLE

A factory worker earning enough for food now fears being laid off. Permanent appointment 
= safety need satisfied.

Level 3: Social / Affiliation Needs

Explanation: Humans need belonging, friendship, love, and acceptance — to be part of a 
group.

How organisations satisfy: Team lunches, sports days, annual events, employee clubs, team-
building activities.

EXAMPLE

A secure employee now wants to be liked by colleagues and included in team activities.

Level 4: Esteem Needs
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Explanation: Once social needs are met, people seek respect, recognition, status, and 
achievement.

How organisations satisfy: Promotions, 'Employee of the Year' award, important titles, 
prestigious project assignments, public recognition.

EXAMPLE

A well-liked team member now wants praise for good work, a promotion, and a 'Senior 
Manager' nameplate.

Level 5: Self-Actualisation (Highest)

Explanation: The desire to reach full potential — to create, innovate, lead meaningfully, and 
grow beyond current limitations.

How organisations satisfy: Creative and challenging work, leadership roles, freedom to 
innovate, research opportunities.

EXAMPLE

A senior engineer who has salary, security, friends, and awards now wants to design a truly 
revolutionary product no one has built before.

MEMORY TRICK

Memory trick — 5 levels bottom to top — "P-S-S-E-S":

Physiological → Safety → Social → Esteem → Self-Actualisation

Recall: "Please Satisfy Social Esteem Supremely."

Critical exam rule: Satisfied need = NOT a motivator. Only UNSATISFIED needs drive 
behaviour. This distinction appears in almost every CBSE case study.

© Smit Sir Commerce  •  Directing



CBSE Class 12 Business Studies — Chapter 7  |  smitsircommerce.vercel.app

A.  Financial Incentives (Monetary Incentives)

DEFINITION

Financial incentives are monetary rewards paid in cash or kind that primarily satisfy 
physiological and safety needs.

Incentive Meaning Indian Example

1. Pay and 
allowances

Basic salary + HRA, TA, DA, medical 
allowance

Bank employees receive salary + 
House Rent Allowance + Dearness 
Allowance.

2. Profit sharing Portion of company profits distributed 
to employees

Infosys distributes 7-8% of profits as 
employee bonuses annually.

3. Co-partnership / 
ESOPs

Employees given company shares — 
become part-owners

Google, TATA give ESOPs 
(Employee Stock Option Plans) to 
key employees.

4. Bonus Extra payment above salary for 
achieving targets

Salesman achieving 120% of target 
gets 50,000 bonus.₹

5. Commission Percentage of sales earned by the 
sales force

Insurance agent earns 15% 
commission on every policy sold.

6. Retirement benefits Provident Fund, Gratuity, Pension on 
retirement

EPFO manages PF for 6+ crore 
employees across India.

7. Perquisites (Perks) Non-cash benefits — company car, 
club membership, housing

ITC provides senior managers 
company car + driver + club 
membership.

B.  Non-Financial Incentives (Non-Monetary Incentives)

DEFINITION

Non-financial incentives are non-monetary rewards that satisfy social, esteem, and 
self-actualisation needs.

Incentive Meaning Example

1. Status Official title and designation that 
signals importance

'Senior Manager' title carries status 
even before a salary hike.

2. Organisational 
climate

Overall 'feel' of the workplace — 
culture, trust, openness

Google's open culture where ideas 
can be shared directly with top 
leadership.
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Incentive Meaning Example

3. Career 
advancement

Clear promotion track — employees 
see a growth path

TCS's career ladder: Associate → 
Analyst → Consultant → Manager → 
Leader.

4. Job enrichment Adding more challenging, meaningful 
tasks to an employee's current role

Giving a junior analyst full ownership 
of a client project — not just data 
entry.

5. Employee 
participation

Involving employees in decision-
making — makes them feel valued

School involving teachers in 
curriculum redesign.

6. Recognition 
programmes

Public acknowledgement of 
outstanding performance

'Employee of the Month' board, 
felicitation at all-hands meeting.

7. Job security Assurance that position is stable Permanent employment contract 
removes anxiety about job loss.

8. Autonomy Trusting employees with 
independent, meaningful decision-
making

Senior engineer given full ownership 
of a product — no 
micromanagement.

Basis Financial Incentives Non-Financial Incentives

Nature Monetary — cash or kind Non-monetary — psychological / 
social

Needs satisfied Physiological + Safety (Levels 1-2) Social + Esteem + Self-actualisation 
(Levels 3-5)

Examples Salary, bonus, ESOP, profit sharing Recognition, status, job enrichment, 
career growth

Tangibility Tangible — measurable in rupees Intangible — felt through experience

Best for Lower-level / operative employees Managerial / senior employees
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Topic 4   Leadership — Element L

L   LEADERSHIP

DEFINITION

Leadership is the process of influencing and inspiring others to work willingly and 
enthusiastically toward the achievement of group goals.

Simple: Leadership is not giving orders — it is inspiring people to WANT to follow. People 
follow a leader by choice, not compulsion.

Qualities of a Good Leader:

Quality Explanation Indian Example

Physical qualities Good health and energetic presence — 
stamina to lead by example.

Army officer who runs alongside 
soldiers during training.

Intelligence Sharp, analytical mind — understands 
complex problems.

Ratan Tata seeing long-term 
opportunities others missed.

Integrity Honesty, ethical behaviour, moral courage 
— the bedrock of trust.

Narayan Murthy refusing 
corruption even when it cost 
Infosys contracts.

Initiative and self-
confidence

Taking proactive action; belief in one's 
own abilities.

Kiran Mazumdar-Shaw founding 
Biocon when no one believed.

Decisiveness Making clear, timely decisions under 
uncertainty.

Mukesh Ambani's decisive 1.5 ₹
lakh crore Jio bet.

Communication 
skills

Clear, persuasive, empathetic 
communication with all types of people.

APJ Abdul Kalam connecting with 
students through simple, powerful 
language.

Vision Clear picture of the future — compelling 
direction.

Steve Jobs's vision of 'a computer 
for the rest of us' drove Apple's 
philosophy.

Social skills Building relationships, working with 
diverse people, resolving conflicts.

Manager resolving conflict 
between two star employees, 
rebuilding the team.

3 Styles of Leadership — Very Common CBSE Exam Topic
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These 3 leadership styles appear as a 4-5 mark question almost every year — either 'explain 
all 3' or 'identify the style from a case.'

Style 1: Autocratic / Authoritarian Leadership

Meaning: All decision-making authority concentrated in the leader alone — tells employees 
what to do without seeking input.

Features: One-way communication (top to bottom). No employee freedom to question. 
Relies on authority, fear, control.

Merits: Fast decisions. Works in crisis. Clear direction with unskilled workers.

Demerits: Kills initiative. Low morale over time. Over-dependence on leader. High attrition.

EXAMPLE

Example: Military commander giving direct orders in battle. Owner of small business 
deciding every detail alone.

When to use: Emergencies, crisis, with new/unskilled employees, when rapid compliance 
is needed.

Style 2: Democratic / Participative Leadership

Meaning: Leader involves employees in decision-making — seeks ideas, considers 
suggestions, builds consensus — but retains final decision authority.

Features: Two-way communication. Decisions reflect team input. Employees feel 
ownership. Authority is decentralised.

Merits: High morale. Builds loyalty. Develops employees. Creative solutions. Reduces 
resistance to decisions.

Demerits: Slow decision-making. Unsuitable in crisis. Risk of conflict when opinions differ 
strongly.

EXAMPLE

Example: Smit Sir asking teachers which topics need more time, then deciding the 
academic plan together. School principal forming a committee with teachers for curriculum 
decisions.

When to use: With skilled, experienced employees. Complex decisions needing diverse 
perspectives. For building long-term commitment.

Style 3: Laissez-faire / Free-rein Leadership
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Meaning: Leader gives employees complete freedom to make their own decisions — 
provides resources and information but does NOT direct, control, or closely supervise.

Features: Leader is a facilitator only. Full trust in employees. No specific targets from 
leader. Works only with expert, self-motivated professionals.

Merits: Maximum freedom develops creativity. Brilliant with expert teams. High satisfaction.

Demerits: Can cause confusion and lack of direction. Misused by lazy teams. Unsuitable 
for routine or unskilled work.

EXAMPLE

Example: Google's '20% time' policy — engineers choose any project for 20% of their time. 
Gmail and Google Maps came from this.

When to use: With highly skilled, self-motivated professionals (researchers, senior 
engineers, creative designers).

Basis Autocratic Democratic Laissez-faire

Decision 
making

Leader alone Leader + team Team decides fully

Communication One-way (down) Two-way Minimal from leader

Employee 
freedom

None / very limited Moderate Complete / maximum

Authority Centralised Partly decentralised Fully decentralised

Best for Crisis / unskilled Skilled team Expert professionals

Morale (long-
term)

Low High High (if capable team)

Speed of 
decision

Fast Slower Variable
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Topic 5   Communication — Element C

C   COMMUNICATION

DEFINITION

Communication is the process of passing information and understanding from one 
person to another through a mutually acceptable language or medium.

Simple: Communication is not just SENDING a message — it is making sure the receiver 
UNDERSTANDS it. No understanding = no communication.

A.  8 Elements of the Communication Process

A 4-mark question — 'Explain the elements of communication process.'

1 SENDER
The person who originates the message. Also called 'communicator' or 'source'.

▼

2 ENCODING
Converting the idea into words, symbols, or gestures the receiver can understand.

▼

3 MESSAGE
The actual information being communicated — the content.

▼

4 CHANNEL / MEDIUM
The path through which the message travels — phone, email, face-to-face, letter.

▼

5 RECEIVER
The person for whom the message is intended.

▼

6 DECODING
The receiver interprets and understands the message based on their knowledge and 
context.

▼

7 FEEDBACK
The receiver's response — confirms whether the message was understood correctly.
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▼

8 NOISE
Any interference that distorts the message — physical, semantic, or psychological.

EXAMPLE

Full example: Smit Sir (Sender) encodes a WhatsApp message 
(Encoding→Message→Channel) to tell students the exam is postponed. Students read it 
(Receiver→Decoding). They reply 'Understood!' (Feedback). If WhatsApp is down = Noise.
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B.  Types of Communication

1.  Formal Communication — Official Channels

Type Direction Meaning Example

Downward Superior → 
Subordinate

Instructions, targets, policies 
flowing down the hierarchy.

Manager emails team: 'Q3 
sales target increased to 

2 crore.'₹

Upward Subordinate → 
Superior

Reports, feedback, grievances, 
suggestions flowing up.

Teacher reports low 
student attendance to the 
Principal.

Horizontal / 
Lateral

Same level Communication between 
employees at the same 
hierarchical level.

Marketing Manager + 
Finance Manager 
coordinating on event 
budget.

Diagonal Across levels + 
departments

Across different levels and 
departments.

Junior engineer directly 
communicating with Head 
of Marketing on product 
feature.

2.  Informal Communication — Grapevine

DEFINITION

Informal communication is the unofficial, unplanned communication that emerges 
from personal and social relationships — not through any official channel.

Grapevine = the informal communication network. Information travels very fast — but may 
be distorted.

Basis Formal Communication Informal Communication

Origin Deliberately planned, authorised. Emerges naturally from social 
interactions.

Speed Slower — follows fixed channels. Faster — travels through personal 
networks.

Accuracy More accurate — officially stated. Less accurate — may be distorted.

Evidence Written record maintained. No record — verbal, untraceable.

Example Office memo, annual report. Office gossip, lunch-group 
conversations.
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C.  4 Barriers to Effective Communication — Very Common CBSE Topic

These 4 types of barriers are the most tested communication topic. Know all 4 categories 
with specific sub-barriers and examples.

1.  SEMANTIC BARRIERS

What they are: Arise from words, symbols, or language that the receiver doesn't 
understand the same way as the sender — creating a gap in meaning.

Specific Barrier Explanation Example

Badly expressed 
message

Unclear, ambiguous, or poorly worded 
message.

'Meet me by the tree at 3' — which 
tree? What date?

Symbols with 
different meanings

Same word means different things in 
different contexts.

'Strike' = cricket dismissal / 
industrial action / hitting. Same 
word, different meanings.

Faulty translation Message loses meaning when translated 
between languages.

A marketing slogan brilliant in 
English may be absurd when 
translated to Hindi.

Technical jargon Specialist terms not understood by 
general audience.

Engineer explaining 'API latency' 
to a sales manager who has never 
coded.

2.  PSYCHOLOGICAL / EMOTIONAL BARRIERS

What they are: Arise from the emotional state, attitude, and mental state of sender or 
receiver — preventing honest, clear, or receptive communication.

Specific Barrier Explanation Example

Premature 
evaluation

Judging the message before fully hearing 
it.

Manager dismisses junior's idea 
before they finish explaining.

Lack of attention Receiver is distracted and not listening. Employee thinking about personal 
problems while manager gives 
instructions.

Loss by 
transmission

Information gets lost as it passes through 
multiple people.

Manager → Supervisor → Worker: 
instructions are incomplete by the 
time they arrive.

Distrust Receiver doesn't believe the sender — 
message is doubted.

Employees disbelieve a manager 
who has broken promises before.
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Specific Barrier Explanation Example

Fear and anxiety Employee afraid to give honest feedback 
or report bad news.

Subordinate hides a mistake from 
the manager for fear of 
punishment.

3.  ORGANISATIONAL BARRIERS

What they are: Arise from the formal structure, rules, and hierarchy of the organisation — 
creating obstacles to free-flowing communication.

Specific Barrier Explanation Example

Organisational 
policy

Company rules restrict communication. Policy: all external communications 
must be approved by CEO — 
slows response.

Rules and 
regulations

Strict rules about who can communicate 
with whom.

Junior employees not allowed to 
contact senior management 
directly.

Status / hierarchy Higher-level employees may be 
intimidating or inaccessible.

Workers afraid to report real 
problems to the factory director.

Complexity of 
hierarchy

Too many levels between sender and 
receiver.

Message from CEO passes 
through 5 levels before reaching 
worker — distorted and delayed.

Inadequate 
facilities

Lack of proper communication tools and 
infrastructure.

Remote factory with no internet or 
landline — messages delayed by 
days.

4.  PERSONAL BARRIERS

What they are: Arise from individual characteristics, attitudes, and habits of the 
communicators themselves.

Specific Barrier Explanation Example

Fear of challenging 
authority

Subordinate afraid to give honest upward 
feedback.

Junior manager knows CEO's plan 
is flawed but says nothing to avoid 
conflict.

Lack of confidence Low self-esteem leads to poor 
communication.

Capable employee speaks too 
softly — message is not taken 
seriously.

Unwillingness to 
communicate

Managers hoard information as power. Supervisor withholds information to 
maintain control over the team.
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Specific Barrier Explanation Example

Perception 
differences

Different people interpret the same 
message differently.

Same feedback heard as 
encouragement by one person, as 
criticism by another.

MEMORY TRICK

Memory trick — 4 barriers — "S-P-O-P":

S — Semantic (language/meaning)

P — Psychological (emotion/attitude)

O — Organisational (structure/hierarchy)

P — Personal (individual traits)

Recall: "Skilled People Overcome Problems."
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D.  Measures to Improve Communication

Measure Explanation

1. Clarify ideas before 
communicating

Think through the message clearly — know purpose before speaking.

2. Communicate at 
receiver's level

Use language and examples appropriate for the receiver — not for 
yourself.

3. Seek feedback Confirm that the receiver understood — ask them to paraphrase or 
respond.

4. Be aware of language 
and tone

Words and tone matter as much as content — choose carefully.

5. Use multiple channels Important messages sent through more than one medium (email + verbal 
+ notice).

6. Be a good listener Active listening — full attention, no interruptions, ask clarifying questions.

7. Develop trust Build a culture of trust — so people feel safe to communicate openly and 
honestly.

8. Avoid information 
overload

Only communicate what is relevant — too much information creates 
confusion.
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Section 7   Critical Difference Tables

7.1   Financial vs Non-Financial Incentives

Basis Financial Incentives Non-Financial Incentives

Nature Monetary — paid in cash or kind Non-monetary — psychological / 
social

Needs satisfied Physiological + Safety (Levels 1-2) Social + Esteem + Self-actualisation 
(Levels 3-5)

Examples Salary, bonus, profit sharing, ESOPs Recognition, status, job enrichment, 
career growth

Measurability Easy to measure in rupees Difficult to measure — subjective 
experience

Best for Operative / lower-level employees Managerial / senior-level employees

7.2   Formal vs Informal Communication

Basis Formal Informal

Origin Deliberately planned, official. Emerges naturally from social 
interactions.

Speed Slower — follows fixed channels. Faster — travels through personal 
networks.

Accuracy More accurate. Less accurate — may be distorted.

Example Office circular, meeting minutes, 
report.

Grapevine, lunch conversations, 
rumours.

7.3   Autocratic vs Democratic vs Laissez-faire (Quick Reference)

Basis Autocratic Democratic Laissez-faire

Decisions Leader alone Leader + team Team alone

Communication One-way Two-way Minimal

Freedom Zero Moderate Maximum

Morale Low (long-term) High High (if capable)

Best for Crisis / unskilled Skilled team Expert professionals
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Section 9   All Memory Tricks at One Place

Topic Trick Expansion

4 Elements of Directing S-M-L-C Supervision, Motivation, Leadership, 
Communication

5 Maslow levels 
(bottom→top)

P-S-S-E-S Physiological, Safety, Social, Esteem, Self-
Actualisation

Maslow central rule Satisfied = NOT motivator Only UNSATISFIED needs drive behaviour

3 Leadership Styles A-D-L Autocratic (alone), Democratic (with team), 
Laissez-faire (by team)

8 Communication 
elements

S-En-M-Ch-R-D-F-N Sender, Encoding, Message, Channel, 
Receiver, Decoding, Feedback, Noise

4 Barriers to 
Communication

S-P-O-P Semantic, Psychological, Organisational, 
Personal
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Section 10   Case Study Practice

Case Study 1 — Easy (Identify Leadership Style + Maslow Level)

CASE STUDY

Identify the concept in each situation:

(a) Rajan gives all instructions to workers alone — no questioning allowed.

(b) Priya holds weekly meetings where every team member shares ideas — then Priya 
makes the final decision.

(c) A research lab director tells scientists: 'Here is budget + equipment. Choose your 
research problems. Report monthly.'

(d) Ramesh earns a good salary but wants a permanent employment contract.

(e) Senior manager has salary, security, good team, and awards — now wants to lead a 
project that changes the industry.

Answers: 

(a) Autocratic leadership — all decisions by Rajan alone.

(b) Democratic leadership — Priya consults team, then decides.

(c) Laissez-faire leadership — scientists have complete freedom.

(d) Safety need (Maslow Level 2) — physiological satisfied; now seeks job security = 
safety.

(e) Self-Actualisation (Maslow Level 5) — all lower needs satisfied; seeks meaningful, 
impactful work.

Case Study 2 — Moderate (Communication Barriers)

CASE STUDY

Case: 'Precision Tools Ltd.' has 5 levels of management. CEO announced a new quality 
policy. By the time it reached workers (5 levels down), they believed the company was 
cutting their wages. A worker who suggested a process improvement was told: 'You are a 
worker — your job is to work. Suggestions go in the suggestion box — we check it once a 
year.'

Q1: Identify TWO barriers to communication.

Q2: Suggest TWO measures to improve communication.
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Answer Q1: 

(i) Complexity of hierarchy (Organisational barrier): Quality policy passed through 5 
levels → distorted into 'wage cut rumour' by the time it reached workers.

(ii) Status / hierarchical barrier (Organisational barrier): Worker's improvement 
suggestion shut down by supervisor — no upward communication channel exists.

Answer Q2: 

(i) Multiple channels + direct communication: CEO should communicate major policies 
directly to all employees via email/video — bypassing multiple levels to prevent distortion.

(ii) Effective feedback mechanisms: Replace annual suggestion box with monthly 
feedback sessions or digital platform — giving workers timely responses.

Case Study 3 — Difficult / HOTS (Maslow + Incentives)

CASE STUDY

Case: Suresh is an experienced software engineer. Salary: 30 lakh/year. Permanent ₹
contract + medical insurance. Close-knit team, well-liked by all. Won 'Innovation Award' last 
year. But lately: disengaged, missing deadlines, considering leaving — despite all benefits.

Q1: Using Maslow's hierarchy, identify which needs are satisfied and which need is driving 
his disengagement.

Q2: Suggest TWO specific incentives to re-motivate Suresh. State financial or non-
financial.

Answer Q1: 

Physiological (L1): SATISFIED — 30 lakh covers all basic needs.₹

Safety (L2): SATISFIED — Permanent contract + medical insurance.

Social (L3): SATISFIED — Close-knit team, well-liked.

Esteem (L4): SATISFIED — Innovation Award = recognition + status.

Self-Actualisation (L5): UNSATISFIED — All lower needs met. His disengagement = he is 
not finding MEANING, CHALLENGE, or GROWTH in his work. He needs to reach his FULL 
POTENTIAL — and his current role isn't offering that.

Answer Q2: 

(i) Job Enrichment (Non-financial): Assign Suresh as lead engineer on a new, complex 
product with full creative ownership. This directly addresses his self-actualisation need — 
meaningful, challenging work.

(ii) Career advancement to Senior/Principal Engineer (Non-financial): Promote Suresh 
to a leadership role — new responsibilities, technical direction-setting. Addresses both 
esteem (status) and self-actualisation (leads others, meaningful impact).
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Key insight: A SALARY HIKE (financial incentive) will NOT solve Suresh's problem — his 
need is at Level 5. Only NON-FINANCIAL, growth-oriented incentives will re-engage him.
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Section 11   Exam-Oriented Questions & Answers

A.  One-mark Questions

Q1. Define directing.

Ans. Directing is the managerial function of guiding, inspiring, and instructing employees to 
work towards organisational goals.

Q2. Name the 4 elements of directing.

Ans. Supervision, Motivation, Leadership, Communication (S-M-L-C).

Q3. State the central principle of Maslow's theory.

Ans. A satisfied need is no longer a motivator — only unsatisfied needs drive behaviour.

Q4. Name any two financial incentives.

Ans. Salary and Bonus (or any two).

Q5. Name any two non-financial incentives.

Ans. Job Enrichment and Employee Recognition (or any two).

Q6. What is 'noise' in communication?

Ans. Noise is any interference or distortion that prevents the message from reaching the 
receiver clearly.

Q7. Name the 4 barriers to communication.

Ans. Semantic, Psychological, Organisational, and Personal barriers (S-P-O-P).

Q8. Which leadership style gives complete freedom to employees?

Ans. Laissez-faire (Free-rein) leadership.

B.  Three-mark Questions

Q1. Explain Maslow's Need Hierarchy Theory briefly.

Ans. Maslow arranged human needs in a hierarchy of 5 levels. Lower-level needs must be 
substantially satisfied before higher needs motivate. A satisfied need is NO LONGER a 
motivator.
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Ans. 5 levels (bottom to top): (1) Physiological — food, water, shelter; (2) Safety — job security, 
insurance; (3) Social — belonging, friendship; (4) Esteem — recognition, promotion; (5) Self-
Actualisation — realising full potential.

Ans. Managers must identify which level is currently unsatisfied for each employee — and 
provide incentives to satisfy that specific level. One-size-fits-all motivation doesn't work.

Q2. Distinguish between Autocratic and Democratic leadership on any three bases.

Ans. (i) Decision making: Autocratic = leader alone. Democratic = leader + team jointly (leader 
retains final authority).

Ans. (ii) Communication: Autocratic = one-way (top to bottom). Democratic = two-way (leader 
and employees both speak and listen).

Ans. (iii) Effect on morale: Autocratic = kills initiative, low morale long-term. Democratic = builds 
ownership, loyalty, high morale.

Q3. Explain any three barriers to communication with examples.

Ans. (i) Semantic barrier: Wrong language or jargon. Example: Engineer using technical terms 
like 'API latency' with a non-technical sales manager — meaning gap prevents communication.

Ans. (ii) Psychological barrier: Emotional state blocks communication. Example: An employee 
who distrusts the manager will doubt even a genuinely good announcement — premature 
judgement.

Ans. (iii) Organisational barrier: Hierarchy distorts message. Example: CEO's policy passes 
through 5 management levels — by the time it reaches workers, it is completely distorted.

C.  Five & Six-mark Questions

Q1. Explain Maslow's Need Hierarchy Theory. How should managers use it to motivate 
employees?

Ans. Maslow proposed that human needs are arranged in a pyramid of 5 levels. Lower needs 
must be substantially satisfied before higher-level needs become motivators. A satisfied need 
stops motivating — only UNSATISFIED needs drive behaviour.

5 Levels: 

• Physiological (L1): food, water, shelter — satisfied through salary and working conditions.

• Safety (L2): job security, insurance — satisfied through permanent employment, PF, safe 
workplace.

• Social (L3): belonging, friendship — satisfied through team activities, events, social groups.

• Esteem (L4): recognition, status — satisfied through promotions, awards, prestigious 
assignments.

• Self-Actualisation (L5): full potential — satisfied through creative work, leadership roles, 
innovation opportunities.

Application: Managers must diagnose WHICH level's needs are currently unsatisfied for each 
employee — and design incentives for that specific level. A salary hike won't motivate an 

© Smit Sir Commerce  •  Directing



CBSE Class 12 Business Studies — Chapter 7  |  smitsircommerce.vercel.app

employee at Level 5. Creative challenges won't motivate an employee at Level 1 who isn't 
earning enough for food.

Q2. Explain the barriers to communication and suggest measures to overcome them.

Ans. Barriers are obstacles preventing effective communication. 4 types (S-P-O-P):

• Semantic: Language and meaning problems — jargon, ambiguous wording, bad translation.

• Psychological: Emotional obstacles — premature evaluation, distrust, fear, lack of attention.

• Organisational: Hierarchy obstacles — too many levels, rigid rules, status differences.

• Personal: Individual traits — low confidence, info hoarding, perception differences.

Measures to overcome: (1) Clarify ideas before communicating. (2) Ensure feedback after 
every message. (3) Use simple language — avoid jargon. (4) Use multiple channels for 
important messages. (5) Build trust so people communicate openly. (6) Active listening — no 
interruptions.

D.  MCQs

Q1. A satisfied need in Maslow's theory is —

(a) A stronger motivator

(b) No longer a motivator

(c) A physiological need

(d) A security need

Ans. (b) No longer a motivator — only unsatisfied needs drive behaviour.

Q2. Which leadership style gives employees maximum freedom?

(a) Autocratic

(b) Democratic

(c) Laissez-faire

(d) Bureaucratic

Ans. (c) Laissez-faire — employees make all decisions independently.

Q3. 'Grapevine' is —

(a) Formal downward communication

(b) Informal communication network

(c) Organisational communication

(d) Upward formal communication

Ans. (b) Informal communication network — unofficial social communication channel.

Q4. Job enrichment is a —

(a) Financial incentive

(b) Recruitment tool
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(c) Non-financial incentive

(d) Training method

Ans. (c) Non-financial incentive — satisfies esteem/self-actualisation without cash payment.

Q5. Directing is which kind of function?

(a) Pervasive and continuous

(b) One-time and static

(c) Upward flowing

(d) Related only to top management

Ans. (a) Pervasive (all levels) and continuous (not one-time).
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Section 12   Board Exam Answer Writing Guide

Case-study trigger table

If case says... Concept

Supervisor watching/correcting workers in real time Supervision (Element 1 of Directing)

Salary, bonus, PF, profit sharing, ESOP, perks Financial incentive

Award, title, promotion, creative project, recognition Non-financial incentive

Employee needs food/shelter/basic survival Physiological need — Maslow L1

Employee wants permanent contract/job security Safety need — Maslow L2

Employee wants team belonging/friendship Social need — Maslow L3

Employee wants promotion/award/recognition Esteem need — Maslow L4

Employee wants meaningful/challenging/impactful 
work

Self-Actualisation — Maslow L5

Manager decides alone, no employee input Autocratic leadership

Manager consults team, then makes final decision Democratic leadership

Team decides fully, manager only provides 
resources

Laissez-faire leadership

Office gossip/lunch talk/informal news spreading Informal communication / Grapevine

Memo, circular, report, official meeting Formal communication

Jargon / wrong words / language difference Semantic barrier

Employee afraid to report / distrusts manager Psychological barrier

Message distorted through multiple hierarchy levels Organisational barrier

Info hoarding / low confidence / perception gap Personal barrier

EXAM TIP

Maslow question: Always draw the pyramid. 5 marks = 5 levels, each with name + org 
example + real-life example. That is a complete answer.

Barriers question: Write all 4 types (S-P-O-P). Under each type, give at least 2 specific 
sub-barriers with a clear example. Don't just name the category.

Leadership styles: For each style: Meaning (1 line) + Features (2-3) + Merits + Demerits + 
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Example + When to use. Then a comparison table. This structure guarantees full marks.
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Section 13   Common Doubts Students Ask

Doubt 1: Sir, can motivation be both internal and external?

Smit Sir's answer: Yes. Internal = personal satisfaction, pride in work, love of the job. External 
= bonus, promotion, recognition. Lower Maslow needs are satisfied by external incentives 
(salary, security). Higher needs (self-actualisation) often require internal motivation.

Doubt 2: Sir, must ALL lower needs be 100% satisfied before higher needs motivate?

Smit Sir's answer: Maslow's hierarchy is not perfectly rigid. In practice, needs are partially 
satisfied simultaneously. But for CBSE, treat it as sequential — lower must be substantially 
satisfied before higher motivates.

Doubt 3: Sir, which leadership style is the BEST?

Smit Sir's answer: None — context determines best style. Autocratic: crisis/emergency. 
Democratic: experienced skilled team. Laissez-faire: expert professionals. A great leader adapts 
the style to the situation.

Doubt 4: Sir, is grapevine always bad?

Smit Sir's answer: No. Benefits: spreads information fast, provides emotional support, helps 
management understand real employee feelings. Problem: may spread rumours. Smart 
managers monitor grapevine rather than trying to eliminate it.

Doubt 5: Sir, what is the difference between noise and semantic barrier?

Smit Sir's answer: Noise = physical/external interference (factory din, bad phone connection). 
Semantic barrier = wrong words/jargon/language difference — interference in the MEANING. 
Different stages, different types of distortion.

Doubt 6: Sir, can salary satisfy both L1 and L2 needs?

Smit Sir's answer: Yes. Salary satisfies L1 (physiological) by enabling purchase of food, 
shelter, clothing. A high enough salary + permanent contract satisfies L2 (safety) by providing 
financial security. The same incentive can satisfy needs at multiple levels.

Doubt 7: Sir, is directing only downward?

Smit Sir's answer: Directing as a management function is primarily DOWNWARD — managers 
guide subordinates. However, communication (an element of directing) can flow upward. 
Motivation can be mutual — inspired subordinates inspire managers. But the directing function 
itself flows downward.
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Doubt 8: Sir, can an organisation use BOTH financial and non-financial incentives?

Smit Sir's answer: Yes — and they should. Financial for lower-level needs. Non-financial for 
higher-level needs. Best motivational packages combine both. Google: excellent salary 
(financial) + creative projects + team culture + recognition (non-financial).

Doubt 9: Sir, what is the difference between Supervision and Leadership?

Smit Sir's answer: Supervision = watching and correcting what employees DO (task-focused, 
immediate). Leadership = inspiring employees to WANT to excel (people-focused, long-term). 
Supervision ensures compliance; leadership generates commitment.

Doubt 10: Sir, is 'status' a financial or non-financial incentive?

Smit Sir's answer: Status is NON-FINANCIAL. Being called 'Senior Manager' satisfies esteem 
needs through recognition and importance — not money. The salary that comes with promotion 
is financial; the title/status itself is non-financial.
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Section 14   Common Mistakes to Avoid

Mistake 1: Saying satisfied need IS a motivator

What students write: 'Salary is always a strong motivator.'

Why it is wrong: WRONG. Satisfied need = NO LONGER a motivator. Only UNSATISFIED 
needs drive behaviour.

Correct way: 'Once salary satisfies physiological needs, it stops being the primary motivator — 
higher-level needs take over.'

Mistake 2: Saying 'Democratic leadership is always best'

What students write: 'Democratic style is best because it includes everyone.'

Why it is wrong: No one style is always best. Context determines — autocratic for crisis, 
democratic for skilled teams, laissez-faire for experts.

Correct way: Always say: 'The best leadership style depends on the situation, the employees, 
and the nature of the work.'

Mistake 3: Not labelling barriers into 4 categories

What students write: Writing all barriers in one list without S-P-O-P labels.

Why it is wrong: CBSE rewards structured answers with clearly labelled categories. Unlabelled 
list = partial marks.

Correct way: Always write: Category name → sub-barriers → examples. Never mix S-P-O-P 
into one unlabelled list.

Mistake 4: Calling 'status' a financial incentive

What students write: 'Getting a promotion with a title = financial incentive.'

Why it is wrong: Status (title) is NON-FINANCIAL. The salary hike in the promotion is financial. 
The title/status is non-financial.

Correct way: Financial = money. Non-financial = psychological reward. They often come 
together but are distinct.

Mistake 5: Confusing semantic and organisational barriers

What students write: 'Too many hierarchy levels causes semantic problems.'

Why it is wrong: Hierarchy levels = ORGANISATIONAL barrier. Semantic = language and 
meaning problem.

Correct way: Semantic = MEANING gap. Organisational = STRUCTURE gap.
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Mistake 6: Not drawing Maslow's pyramid

What students write: Just listing 5 levels in bullet form without a diagram.

Why it is wrong: CBSE awards diagram marks. A text-only answer misses the easy marks 
from the visual.

Correct way: Always draw the pyramid when asked to 'explain Maslow's theory'. Label each 
level from bottom: L1 Physiological → ... → L5 Self-Actualisation.
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Section 15   Keywords Bank

Topic Must-use Keywords

Directing guiding, inspiring, instructing, employees, goals, initiates action, 
continuous, pervasive, downward, human element

Supervision overseeing, real time, immediate contact, on-the-spot guidance, bridge, 
discipline, feedback

Motivation stimulating, action, accomplish goals, willingness, enthusiasm, unsatisfied 
need, drive

Maslow's levels physiological, safety, social/affiliation, esteem, self-actualisation, satisfied 
need not motivator, hierarchy

Financial incentives monetary, salary, bonus, profit sharing, ESOP, commission, perquisites, 
retirement benefits

Non-financial incentives recognition, status, job enrichment, career growth, participation, autonomy, 
job security

Autocratic centralised, leader alone, one-way, no consultation, compliance, fast, 
crisis

Democratic participative, two-way, team input, shared decision, morale, ownership, 
skilled team

Laissez-faire free-rein, complete freedom, team decides, expert professionals, creativity

Communication process, passing information, understanding, mutually acceptable, sender 
to receiver

Communication elements sender, encoding, message, channel, receiver, decoding, feedback, noise

Barriers semantic, psychological, organisational, personal, hierarchy, language, 
jargon, distrust, perception
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Section 16   Quick Revision Notes

QUICK REVISION

Directing: Guiding + inspiring + instructing employees. Features: initiates action, 
pervasive, continuous, downward, human element.

4 Elements (S-M-L-C): Supervision + Motivation + Leadership + Communication.

Maslow's 5 levels (P-S-S-E-S): Physiological → Safety → Social → Esteem → Self-
Actualisation.

Key rule: Satisfied need = NOT a motivator. Only UNSATISFIED needs drive behaviour.

Financial incentives: Salary, bonus, profit sharing, ESOP, commission, perks. Satisfy 
Levels 1-2.

Non-financial: Recognition, status, job enrichment, career growth, autonomy. Satisfy 
Levels 3-5.

3 Leadership styles (A-D-L): 

Autocratic = leader alone, one-way, fast, crisis/unskilled.

Democratic = leader + team, two-way, high morale, skilled team.

Laissez-faire = team alone, maximum freedom, expert professionals.

Communication: Passing information + understanding from sender to receiver.

8 elements: Sender → Encoding → Message → Channel → Receiver → Decoding → 
Feedback → Noise.

Types: Formal (downward/upward/horizontal/diagonal) + Informal (grapevine).

4 Barriers (S-P-O-P): Semantic + Psychological + Organisational + Personal.
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Section 17   One-Page Last-Minute Revision Sheet

Read this on exam day. Nothing else.

Chapter in one paragraph

Directing = guiding employees through S-M-L-C. Motivation follows Maslow (P-S-S-E-S) — 
satisfied need = NOT a motivator. Financial incentives (salary, bonus, ESOP) satisfy Levels 1-2. 
Non-financial (recognition, enrichment, status) satisfy Levels 3-5. Leadership: Autocratic 
(alone) | Democratic (with team) | Laissez-faire (by team). Communication has 8 elements 
and faces 4 barriers (S-P-O-P). Overcome through feedback, multiple channels, clarity, and 
trust.

5 must-remember lines

1. 4 elements: S-M-L-C (Supervision, Motivation, Leadership, Communication).

2. Maslow: Satisfied need = NOT motivator. UNSATISFIED need = motivator. Core rule.

3. Autocratic = alone. Democratic = with team. Laissez-faire = team alone. No one is 
always best.

4. Communication = information + understanding. Noise = any interference. 8 elements.

5. 4 barriers: Semantic (meaning), Psychological (emotion), Organisational (hierarchy), 
Personal (individual).

Quick trigger table

If case says... Concept

Basic food/shelter/survival need not met Physiological need — Maslow L1

Wants permanent contract/job security Safety need — Maslow L2

Wants team belonging/friends at work Social need — Maslow L3

Wants promotion/award/recognition Esteem need — Maslow L4

Wants meaningful/impactful/challenging work Self-Actualisation — Maslow L5

Manager decides alone, no consultation Autocratic leadership

Manager consults team, then decides Democratic leadership

Team decides, manager only provides resources Laissez-faire leadership

Office gossip / grapevine / informal news Informal communication

Jargon / wrong words / translation gap Semantic barrier

Fear / distrust / premature judgement Psychological barrier

Message distorted through hierarchy levels Organisational barrier
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If case says... Concept

Info hoarding / low confidence / perception gap Personal barrier

Salary, bonus, ESOP, profit sharing Financial incentive

Recognition, title, enrichment, career growth Non-financial incentive
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Section 18   How Smit Sir Can Teach This Chapter

1. Opening hook — Cricket World Cup Final

Describe a tense World Cup final. Perfect planning. Best team. Game starts — pressure builds 
— wicket falls. The captain motivates (Motivation), communicates the revised plan 
(Communication), leads by example (Leadership), and watches junior players closely 
(Supervision). Reveal: those 4 actions = S-M-L-C = Directing. Every student who follows cricket 
understands this instantly.

2. Teaching Maslow — 'Amitabh Bachchan's needs'

Draw pyramid on board. Place Amitabh Bachchan's name at Level 5. Say: 'He has unlimited 
money (L1), absolute security (L2), loved by millions (L3), receives constant awards (L4) — 
what motivates him NOW? Playing a role that challenges him, portraying a character no one 
else can — SELF-ACTUALISATION.' Students never forget Maslow after this.

3. Teaching Leadership Styles — 3 cricket captains

Autocratic: MS Dhoni in a Super Over — gives EXACT instructions, no room for debate.

Democratic: Rohit Sharma discussing Test match strategy with the entire 11 before the game.

Laissez-faire: A cricket academy director telling senior coaches: 'You know cricket — train your 
batters as you see fit.'

4. Teaching Communication Barriers — Chinese Whispers

Play the game in class: whisper a 20-word message through 8 students. The first student's 
message vs the last student's version is ALWAYS dramatically different. That IS the 'complexity 
of hierarchy' (organisational barrier) in action. Entire barrier concept in 5 minutes.

5. Board exam focus areas

• Maslow's Need Hierarchy — 5/6-mark with pyramid diagram (appears almost every 
year)

• Financial vs Non-financial incentives — 4-mark comparison question (very common)

• 3 leadership styles — 4/5-mark (appears regularly)

• Barriers to communication + measures — 5/6-mark (appears regularly)

• Communication process (8 elements) — 4-mark

• Case study: identify Maslow level / leadership style / barrier — 4-6-mark

6. How to end the chapter powerfully

"Every person in this room will one day lead someone — a business, a team, a family, a  
community. The four skills of this chapter — supervising with presence, motivating with  

intelligence, leading with inspiration, and communicating with clarity — are not  
management theory. They are the skills of every great human being who ever moved  
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others to achieve something greater than themselves. Study this chapter for life — not  
just for the board exam."
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End of Chapter 7

"Management is about getting things done. Leadership is about inspiring people to get  
them done."

Supervise. Motivate. Lead. Communicate. Direct.

PREPARED BY

SMIT SIR
Commerce Tutor

smitsircommerce.vercel.app
infosmitsircommerce@gmail.com

+91 6353709585  (Call / WhatsApp)
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