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Chapter-1: Evolution and Fundamentals of Business

History of Trade and Commerce in India:

e The Indian subcontinent is naturally protected by the Himalayan mountains in
the north, while the southern side is surrounded by water bodies.

« A network of routes known as the Silk Routes connected India with
neighbouring kingdoms and other parts of Asia and the world for political and
commercial relations.

e Wealth generated from trade helped important kingdoms, industrial regions,
and trading centres to prosper. This contributed greatly to the growth of both
domestic and international trade in ancient India.

Indigenous Banking System:

e As economic activities increased, metals started being used as money
because they were durable and could easily be divided into smaller units.

The introduction of metal currency accelerated business and economic
transactions.

Financial documents such as Hundi and Chitti were commonly used for
carrying out monetary transactions from one person to another.

Meaning of Hundi:

A Hundi referred to a financial contract that:

1. Guaranteed payment of money through an unconditional promise or order.

2. Could be transferred from one person to another through proper negotiation.

Types of Hundi:

Type of

S.No. indi

Meaning

ShahJog Payment was made to a reliable and reputed person known as
Hundi “Shah”.

Nam Jog|Payable only to the individual whose name was written on the
Hundi hundi or to the order of that person.

Dhani  Jog

Hundi The amount was payable to the owner or bearer of the hundi.

Darshani Payment was made immediately whenever the hundi was
Hundi presented.

Muddati The payment was made after the expiry of a specified time
Hundi period.

Jokhmi Connected with sea trade where payment depended upon the
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"Hundi

Type OfMeaning

Hundi safe delivery of goods.

Jawabi Used for sending or transferring money from one place to another
Hundi through bankers.

Firmandog |Payment was made according to the directions or orders given
Hundi by the drawer.

With the advancement of banking practices, people began depositing valuable
metals with money lenders or Seths who acted like bankers.

Money gradually became an important means for helping manufacturers
produce larger quantities of goods.

Economic Activities in Ancient India:

Agriculture and animal domestication formed the basis of economic life during
ancient times.

Other activities such as cotton weaving, fabric dyeing, pottery making, utensil
production, handicrafts, sculpture work, masonry, cottage industries,
manufacturing, and transportation through carts, boats, and ships also
developed.

These activities generated surplus production and savings, which were further
invested for economic growth.

Rise of Intermediaries:

Intermediaries provided financial protection and security to manufacturers by
taking responsibility for business risks, especially in overseas trade.

During the Mughal period and under the East India Company, the institution of
Jagat Seths became highly influential.

Later, commercial and industrial banks emerged to support trade, commerce,
and industries, while agricultural banks were established to provide short-term
and long-term loans to farmers.

Transport:

In ancient India, both land and water transport were widely used for carrying
out trade activities.

Trade routes were broad and properly structured to ensure safety and faster
movement.

Maritime trade formed an important part of the international trading system.

The Malabar Coast had strong maritime connections with foreign countries
since the period of the Roman Empire.
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e The search for an alternative sea route to India for spices resulted in:
o Columbus discovering America in the late 15th century.
o Vasco da Gama reaching the Malabar Coast in 1498.

Trading Communities Became Stronger:

Different trading communities dominated commercial activities in various
regions of India.

Punjabi and Multani traders controlled trade in northern India.
The Bhats managed trading activities in Gujarat and Rajasthan.
Urban professional groups also developed, including:

o Hakims and Vaids (physicians)

o Wakils (lawyers)

o Pundits and Mullas (teachers)

o Painters

o Musicians

o Calligraphers

Merchant Corporations:

Merchant guilds were independent organisations formed for safeguarding the
interests of traders.

These guilds gave traders social status, authority, and prestige.

Traders were required to pay octroi duties on imported goods, and these
duties varied according to the type of goods.

Customs duties also differed from one province to another depending on the
commodities.

Ferry tax was another important source of government revenue and was
charged on passengers, carts, cattle, and goods.

The head of the guild directly negotiated with kings or tax officials and paid
market tolls collectively on behalf of all merchants.

Major Trade Centres in Ancient India:

1. Pataliputra

e Present-day Patna.

e It was a major commercial town and an important export centre for stones.

2. Peshawar

e Known for exporting wool.

Page 6 of 233




o It also served as an import centre for horses.
3. Taxila

Important trading centre located on the land route connecting India and
Central Asia.

It was also famous for commercial and financial institutions.
The renowned Taxila University was situated here.
4. Indraprastha

e It acted as a commercial junction where routes from east, west, north, and
south met.

5. Mathura

e Many trade routes from South India passed through Mathura and Broach.
6. Varanasi

o Developed into a major textile manufacturing centre.

e Famous for gold silk fabrics and sandalwood craftsmanship.
7. Mithila

o Established trading settlements in South China, especially in Yunnan.
8. Ujjain

o Exported products such as agate, carnelian, muslin, and mallow cloth.
9. Surat

o Famous for textiles decorated with gold zari borders.
10. Kanchi (Kanchipuram)

o Chinese traders visited this place through foreign ships to buy pearls, glass,
and precious stones.

e Inreturn, they sold silk and gold.
11. Madura

« Attracted foreign traders, especially Romans, for overseas business.
12. Broach

e Located on the banks of River Narmada.

o Connected with important markets through roadways.

13. Kaveripatta

« Important centre for trade with Malaysia, Indonesia, China, and the Far East.
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« Famous for perfumes, cosmetics, silk, wool, cotton, pearls, corals, gold,
precious stones, and shipbuilding activities.

14. Tamralipti

« One of the greatest ports connected to the West and Far East through both

land and sea routes.

o Connected by road to Banaras and Taxila.

Major Exports and Imports:

Exports from India

Imports into India

Spices

Wheat

Sugar

Indigo

Opium

Sesame oll

Cotton

Parrots

Live animals

Animal products such as hides, skins,
furs, horns, and tortoise shells
Pearls

Sapphires

Quartz

Crystal

Lapis lazuli

Granite

Turquoise

Copper

Horses
Animal products
Chinese silk
Flax and linen
Wine

Gold

Silver

Tin

Copper

Lead

Rubies

Coral

Glass

Amber

Position of Indian Subcontinent in World Economy (1 AD to 1991):

o Between the 1st and 7th centuries CE, India possessed the largest economy

in the ancient and medieval world.

India controlled nearly one-third to one-fourth of the world’s total wealth during

this period.

By the 18th century, India had fallen behind Western Europe in terms of
technology, innovation, and new ideas.

During the mid-18th century, the British Empire established control in India
and used revenue collected from Indian provinces to purchase Indian raw

materials, spices, and goods.

o As aresult, the steady inflow of bullion from foreign trade gradually stopped.

India Begins to Reindustrialise:
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After Independence, India adopted the policy of centralised economic
planning.

The First Five Year Plan was introduced in 1952.
Emphasis was placed on:
o Modern industries
o Scientific and technological institutions
o Space programmes
o Nuclear programmes
However, rapid economic development was hindered due to:
o Low capital formation
o Population growth
o Heavy defence expenditure
o Poorinfrastructure

Therefore, India depended heavily on foreign borrowings and eventually
accepted economic liberalisation in 1991.

Present Position of Indian Economy:

« Today, India is among the fastest-growing economies in the world.
e India has become a preferred destination for Foreign Direct Investment (FDI).
o Government initiatives such as:

o Make in India

o Skill India

o Digital India

o Foreign Trade Policy

are expected to improve exports, imports, and overall trade balance of the economy.

Human Activities: Human activities refer to all those activities that human beings
perform to satisfy their needs and wants. Human activities are divided into:

A. Economic Activities:
Activities performed to earn money and create wealth.
Objectives:
e Generate income
o Earn profit
Examples:
e Working in factories
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e Teaching in schools
e Running a restaurant
B. Non-Economic Activities: Activities performed for:
e Love
e Sympathy
o Patriotism
« Emotional satisfaction
Objective: Mental satisfaction
Examples:
e Housewife cooking for family
Teaching children at home without fees
Economic Activities: Economic activities are divided into:
. Business
. Profession
Employment
1. Busmess Business refers to economic activities involving Production, Purchase,
Sale and Distribution of goods/services with the objective of earning profit.
Characteristics of Business:

. Economic Activity: Business is done to earn money.
. Production or Procurement: Includes production or purchase of goods/services.
. Sale or Exchange: Goods/services must be sold or exchanged.
. Regular Dealings: Business involves continuous transactions.
. Profit Motive: Main objective is earning profit.
. Uncertainty of Return: Profit is uncertain.
. Element of Risk: Business always involves risk. Examples of risks are fire, theft,
strike and Changing customer tastes
2. Profession: Activities requiring Specialized knowledge, Training and skills.
Examples:
e Doctor
o Lawyer
e Chartered Accountant
3. Employment: Working for others in return for salary or wages.
Examples:
e Worker
e Salesman
« Office employee

Difference Between Business, Profession and Employment

Basis HBusiness HProfession HEmpIovment

Membership and

Establishment |Legal formalities certificate

Appointment letter

Work assigned by

Nature of Work |Buying/selling Expert services
employer
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\Basis HBusiness HProfession HEmpIovment

No minimum Specialized
qualification qualification

\Capital HRequired HLimited HNot required
\Retu rn HProfit HFees HSaIaryNVages
Risk High Low \Very low
\Code of ConductHNot compulsory HMandatory HService rules

Qualification Employer prescribed

Transfer of
Interest

Objectives of Business:

Business objectives are divided into:
1. Economic Objectives
2. Social Objectives

Possible Not possible Not possible

A .Economic Objectives of Business:

1. Earning Profit: Necessary for:
e Survival
e Growth
o Expansion
2. Market Standing/Customer Creation Business must satisfy customers and
capture market share.
3. Innovation includes new products, better techniques and Improved designs.
4. Optimum Utilisation of Resources: Best use of men, material and money.
5. Improving Productivity: Increase efficiency by reducing wastage.
B. Social Objectives of Business:
1. Quality Goods and Services at Fair Prices: Businesses should provide quality
products at reasonable prices.
Quality Marks:
o Bureau of Indian Standards ISI Mark
« FPO Mark
e Hallmark
2. Avoidance of Unfair Trade Practices: Businesses should avoid:
e Hoarding
o Black marketing
e Adulteration
o False advertising
3. Generation of Employment: Businesses should create job opportunities.
4. Employee Welfare: Provide-
Fair wages
Good working conditions
Medical facilities
Housing
Recreation
5. Community Service: Contribution towards:
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Libraries
Schools
Hospitals
Dispensaries

Role of Profit in Business

1. Long Survival: Business cannot survive without profit.
2. Growth and Expansion: Profit provides capital for expansion.
3. Increasing Efficiency: Profit motivates owners and employees.
4. Prestige and Recognition: Profit helps businesses:

e Maintain reputation

e Provide quality products

o Reward shareholders

Classification of Business Activities

Business activities are divided into:

1. Industry

2. Commerce
1. Industry: Industry deals with production of goods/services.
Types of Industry:
A. Primary Industry: Uses natural resources to produce raw materials.
Types:
(i) Extractive Industry: Extracts resources from nature.
Examples:

e Mining

e Fishing

e Hunting

e Lumbering
(ii) Genetic Industry: Improves breeds of plants and animals.
Examples:

o Dairy farming

e Poultry farming

o Fish hatcheries
B. Secondary Industry: Converts raw materials into finished goods.
Types:
(i) Manufacturing Industry
Types of Manufacturing:

Type Meaning Example

Analytic One material gives many products Petrol from crude oll
Processing Sequential production process Sugar industry
Synthetic  Mixing materials Cement, cosmetics
Assembling Combining parts Cars, computers

(ii) Construction Industry
Constructs:
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Buildings
Roads
Bridges
Dams
Canals
C. Tertiary/Service Industry: Provides services that support business.
Examples:
e Banking
e Insurance
Transport
Warehousing
e Advertising
2. Commerce: Commerce includes all activities involved in transferring
goods/services from producers to consumers.
Functions of Commerce: The principal functions of commerce are to remove the
following hindrances:

Hindrance Removed Means
Person Trade

Place Transportation
Time Warehousing

Risk Insurance
Finance Banking
Information Advertising

Types of Commerce:

1. Trade

2. Auxiliaries to Trade

1. Meaning of Trade: Trade means buying and selling of goods/services for profit.
Types of Trade:

A. Internal Trade: Trade within a country.

Types of Internal Trade:

(i) Wholesale Trade: Buying/selling in large quantities.

(ii) Retail Trade: Selling goods to final consumers in small quantities.

B. External Trade: Trade between countries.

Types of External Trade:

(i) Import Trade: Buying goods from another country.

(ii) Export Trade: Selling goods to another country.

(iii) Entrepot Trade: Importing goods for re-export. Example: Import from America
and export to Nepal.

2. Meaning of Auxiliaries to Trade: Activities helping trade and industry.
Types:

1. Transportation and Communication: Removes place hindrance.

2. Banking and Finance: Provides funds.

3. Insurance: Provides protection against risks.

4. Warehousing: Stores goods till needed.

5. Advertising: Provides information about products.

Page 13 of 233




> Business Risk: Business risk is the possibility of inadequate profit or losses
due to uncertainties.
Nature of Business Risks
1. Due to Uncertainty: Future events are uncertain.
2. Essential Part of Business: Risk cannot be completely avoided.
3. Depends on Nature and Size: Large businesses usually face higher risk.
4. Profit is Reward for Risk: Higher risk may lead to higher profit.
Causes of Business Risks
1. Natural Causes
e Flood
o Earthquake
e Famine
2. Human Causes
e Dishonesty
o Strikes
« Negligence
3. Economic Causes
e Price fluctuations
o Competition
« Technological change
4. Physical Causes
« Boiler explosion
e Machine failure
5. Other Causes
« Political disturbances
o Exchange rate fluctuations

> Factors to be Considered While Starting a Business
1. Selection of Line of Business
Choose type of business carefully.
2. Scale or Size of Business
Decide whether large-scale or small-scale.
3. Form of Business Organisation: Choose:
e Sole proprietorship
e Partnership
« Company
4. Location: Consider:
Raw material
Power
Labour
Transport
Banking
5. Financial Requirement: Estimate fixed and working capital needs.
6. Physical Facilities: Arrange:
e Machinery
« Equipment
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e Building
7. Plant Layout: Proper arrangement of machines and equipment.
8. Competent Workforce: Need skilled and unskilled workers.
9. Tax Planning: Understand tax laws and liabilities.
10. Setting Up Enterprise: Mobilise resources and complete legal formalities.

Chapter-1- Evolution and Fundamentals of Business
MM-50

QUESTIONS

Assertion (A): Business is an economic activity.

Reason (R): Business activities are performed only for mental satisfaction.
A. Both A and R are true, and R is the correct explanation of A

B. Both A and R are true, but R is not the correct explanation of A

C. Ais true, but R is false

D. Ais false, but R is true

FUA (A): TIET T 3fF Afafafy g

$ROT (R): STa@TiAes afafafRrdr wael AETER dqffe & faw & Sl g
A. Qi YT TcT § dUT R, AT HEl IT&AT &

B. 2l &UeT Hc g, W R, AT HET aredr =gt &

C.AHT §, RJ R 3T ¢l

D. A 38T g, qig RIT gl

Which of the following statements is correct?

A. Profession requires no specialized qualification
B. Employment involves risk higher than business
C. Business involves regular dealings

D. Profession earns salary as return

Arfei@d & @ wia-ar s e 872

A. 9 & foT QAW Jegar & HEGTHhdr Tar gdr|
B. U9k H =gaay & 318« i@ gar gl
C.cgaarg # afAa oe-¢a1 anfier gia g

D. 9 H Yfawel & & H ddel fHerdr gl

Match the Followings:
Column | Column i
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(a) Warehousing

(b) Banking
c) Insurance

i) Removes finance hindrance

i) Removes time hindrance

(
(
i
(

ii) Removes risk hindrance

(
(d) Advertising iv) Removes information hindrance
ptions:

a—ii, b—i, c—iii, d—iv

a—iii, b—ii, c—iv, d—i

a—iv, b—iii, c—ii, d—i

a—ii, b—iii, c—i, d—iv

e AIfST:

TdFA | TdFA |l

(a) 1SRUT (i) fa<irr & @l gy e

(b) SfRar (i) FHT ST @ T HEAT

(c) AT (iii) SNT@H srem &l gq e

(d) faaT9eT  (iv) FET ST T gL HIEAT

IGETak

A. a—ii, b—i, c—iii, d—iv

B. a-iii, b—ii, c—iv, d—i

C. a-iv, b—iii, c—ii, d—i

D. a—ii, b—iii, c—i, d-iv

O
A
B
C
D

Assertion (A): Profit is necessary for the survival of a business.
Reason (R): Profit provides funds for growth and expansion.

A. Both A and R are true, and R is the correct explanation of A

B. Both A and R are true, but R is not the correct explanation of A
C. Ais true, but R is false

D. Ais false, but R is true

HYUT (A): ATH TG & Hecdcd & [olT 3HTaTH g
FROT (R): A1 faehrd vd RAEAR & 91 9alT &4 gl
A. ST FUT TcT § dUT R, AFT TET STTEIT gl

B. 2l &UeT H g, W R, AHT HET aredm =gt &
C.AHT §, RJ R3AT ¢l

D. A3 8, Hd RET &

Rohan started a company manufacturing organic soaps. He continuously
introduces new fragrances and eco-friendly packaging to attract customers.
Which business objective is highlighted here?

A. Employee welfare

B. Innovation

C. Community service

D. Tax planning

gl o Sifdeh TG Tl aTell U=l Y& HT| AGH HT HHNT HA
T ag T gorer 3N qATaROT-36Ther Yhioiar FEId Tl &
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IE HlA-AT TIAAF 35T g2iar §2
A. FAIR FHedToT

B. slamaR

C. HIHeTdes Jar

D. X fadIsteT

Buying goods from another country is known as

A. Export
B. Internal
C. Import
D. Entrepot

E@iﬁ%@ﬁ?ﬂﬁ'@ﬁm SITIREg TS |

A. faaTa
B. 3TaRe
C. 3mard
D. Tl

Assertion (A): Business risk cannot be completely avoided.
Reason (R): Future uncertainties are always present in business.
A. Both A and R are true, and R is the correct explanation of A
B. Both A and R are false

C. Ais true, but R is false

D. Ais false, but R is true

ST (A): SIS SEH I [ dE FATCT T6l fohdT ST HehT|
HRUT (R): STGET & 9ISy 7 3ARITAd gea o= @ar &1

A. ST FUT TcT § dUT R, AFT TET STTEAT gl

B. 2l U 3T ¢

C.AHT §, RJ R3AT ¢l

D. A3 8, Rd RTT &

Identify the activity which is non-economic in nature:
A. Teacher teaching in school for salary

B. Doctor treating patients in hospital

C. Mother cooking food for family

D. Shopkeeper selling goods

fFFfaf@d & & wla-dr afafafer 3Emdes geia & g2
A. 3deT oY TaehTerT H Yglet drell R18Teh

B. 39dTel H F{S &7 39AR el aTell 3ided
C.W%%@Sﬂaﬁmg‘éﬁ

D. CN-SIJ CEGEGIRG] CEAGCAR
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Match the Following:
Type of Industry Example
(a) Extractive (i) Dairy farming
(b) Genetic (ii) Mining
(c) Synthetic (iii) Cosmetics
(d) Assembling (iv) Computer manufacturing
Options:
A. a—ii, b—i, c—iii, d—iv
B. a—i, b—ii, c—iv, d—iii
C. a—iii, b—iv, c—ii, d—i
D. a—ii, b—iii, c—i, d—iv
3GANT FT YHR  3GTEL0T
(a) forsepyoT (i) 3T HIfFT
(b) 3T TR (ii) GeAaT
(c) TRAVUT (iii) e warerT
(d) TIreteT (iv) eI faAToT
e

A. a—ii, b—i, c—iii, d—iv
B. a—i, b—ii, c—iv, diii
C. aiii, b—iv, c—ii, d—i
D. a—iv, b—iii, c—i, d—ii

Assertion (A): Profession requires membership and certificate.
Reason (R): A professional provides expert services.

A. Both A and R are true, and R is the correct explanation of A

B. Both A and R are true, but R is not the correct explanation of A
C. Aiis true, but R is false

D. Alis false, but R is true

A. il YT T § JUT R, A &1 TET & g

B. QAT YT I g, R R, AHT HET e er gl
C.ATJ g, wlgl R 3@ gl

D. A 38T g, wlgl RIT gl

The payment in a Hundi is made immediately on presentation.
A. Muddati Hundi

B. Darshani Hundi

C. Jokhmi Hundi

D. ShahJog Hundi

o &5 &1 I T¥dd A & I S & 39
g Bl

A. FegeT g8

B.a%i?ﬁg?r

C. ST g3y
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D.%n%sﬂwg‘s“r

Assertion (A): Construction industry is a part of secondary industry.
Reason (R): Construction industry builds roads, bridges, dams, and canals.
A. Both A and R are true, and R is the correct explanation of A

B. Both A and R are true, but R is not the correct explanation of A

C. Aiis true, but R is false

D. Ais false, but R is true

A. ST YT TcT § AT R, AST TEr I1&T ¢

B. 2 U« HT g, W R, AHT HET <qream 18t g
C.AHT g, WJ R3AHT ¢l

D. A 31T 8, W RET &

Match the Following:
Hundi Type Meaning

(a) Jokhmi Hundi (i) Payment after fixed period

(b) Muddati Hundi (i) Related to sea trade

(c) Nam Jog Hundi  (iii) Payable to named person

(d) Shahdog Hundi  (iv) Payable to reputed person
Options:

A. a—ii, b—i, c—iii, d—iv

B. a—i, b—ii, c—iv, d—iii

C. a—iii, b—iv, c—ii, d—i

D. a—iv, biii, c—i, d—ii

g3l #1 YHR ard

(a) SEHT €31 (i) ARaa 3rafer sme s7arerer
(b) Fegd ST (i) TN AR F T
(c) ATHSIT g (iii) ATAS afFd & 7

(d) AMESAT €2 (iv) YfATTST afFd 1 7
f@&eq / Options:

A. a—ii, b—i, c—iii, d—iv
B. a—i, b—ii, c—iv, d—iii
C. a—iii, b—iv, c—ii, d—i
D. a—iv, biii, c—i, d—ii

Assertion (A): Advertising is an auxiliary to trade.

Reason (R): Advertising removes information hindrance.

A. Both A and R are true, and R is the correct explanation of A
B. Both A and R are false

C. Ais true, but R is false

D. Ais false, but R is true

FUT (A): AT AR FT Ggrmes I ¢
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FROT (R): faATIS FaaAr ST s gy T 2l

A. ST YT TcT § dUT R, AST TEr I1&T ¢
B. &lAl U AT &l

C.AHT g, WJ R3AHT ¢l

D. A 31T 8, R RET &

A business imports goods from America and re-exports them to Nepal
without major processing. This is known as:

A. Internal trade

B. Export trade

C. Import trade

D. Entrepot trade

UF SATE ARG § TEU I ar ¢ AR S fme 93 geeor
% 3¢ ATl T T AT Y &AT §| AT FEoT o

A. ATAR® SOR

B. faaTa =R

C. 31T SUR

D. T¢Ulc SUR

Which of the following is NOT a characteristic of business?
A. Profit motive

B. Regular dealings

C. Personal satisfaction only

D. Sale or exchange of goods/services

fAea # ¥ sia-d cgaa f [{Avar 786 &2
A. TTH 35T

B. flaafAa a=-¢t

C. ool eFfFIIT HJSE
D. a‘@rﬁ/@mﬁ FT T a1 _REET

Priya works in a private company and receives a fixed monthly salary. She
works according to the instructions of her manager.

Priya is engaged in:

A. Business

B. Profession

C. Employment

D. Trade

O & e FIel # FF R ¢ IR 39 HARga wiffe aaq Ferar
g1 98 3Tel et o ARl & TR SR L Bl

O forg aifafafer & oear 82

A. SgaaT

B. 9T

C. US9IR
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D. A

Statement I: Silk Routes connected India with other parts of Asia and the
world.

Statement II: These routes were used only for religious purposes.

A. Both statements are true

B. Both statements are false

C. Statement | is true, but Statement Il is false

D. Statement | is false, but Statement Il is true

HUA I: ed ART YRT FI TRAT vd fGrg & 3= #et a S A
HYT I: 3T AR FHT 3TAT dhad UfFs 3652aT & fow forar Srar
A. 25t U TeT E

B. alAT ®YUsT 31T L

C. %Y | HcF §, W] YT | 31T &

D. FY 13T §, W U 1 FT &l

Assertion (A): Internal trade takes place within the boundaries of a country.
Reason (R): Retail trade is a type of internal trade.

A. Both A and R are true, and R is the correct explanation of A

B. Both A and R are true, but R is not the correct explanation of A

C. Ais true, but R is false

D. Ais false, but R is true

FUF (A): ITARF AR 2T HT HABN & R g gl
$ROT (R): GeIT MR AR AR T Th FhR B

A. ST YT T § JUT R, A &1 Tgr & gl

B. QAT YT I g, R R, AHT HET e er gl
C.ATJ g, wlgl R 3@ gl
D. A 38T g, wlgl RIT gl

A company provides fair wages, medical facilities, and housing to its
workers. Which objective is being fulfilled?

A. Innovation

B. Market standing

C. Employee welfare

D. Tax planning

Teh U 3Tl hAARAT T 3T AcdeT, Fafercar giaurd iR maa ver=
XA &1 T PIT-AT 36T T FT W 872

A. AR

B. IR &ufa

C. FHART FHegToT

D. & faare

A dairy farm uses scientific methods to improve the quality of cows and
increase milk production.

Question:

(a) Identify the type of industry involved.
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(b) State any two features of this industry.

T ST B deifas fafeat &1 3uAeT #e At dr quraar # guRr
3R gy 3cures FoTelr B

YReT:

(@) 3T & YhR T Ygdlel HIfSU|

(b) 37 3T HT FS &l fAAYATT TS|

Explain any three causes of business risks.

SIS SNQAT & PIS die] HRUT FHSBT|

Distinguish between Business, Profession, and Employment on any four
bases.

ST, ULl U9 PR & Fd IR 3MURT W 3iaT TTse HfaT|

A company manufactures packaged food products with ISI and FPO marks.
It avoids false advertising, provides fair wages to workers, and donates
money for hospitals and schools.

Identify and explain any four social objectives fulfilled by the company.

Teh F9e ISI U9 FPO A% dlel Yohos WET 39T STl gl dg HTHF
faamosr O sadr &, FAaOmal @ 3”9 ddd Sdr § 9T 3Egdrel ud
faearerar &I g o &l

HUAT SN qUT fhU ST @ fREl OR W@AilSeh 3egedl T ygHe U4
qTEdT HIfev]

A businessman imports raw material from another country, stores it in

warehouses, takes insurance policies, and advertises the final product in
newspapers and online platforms.

Identify any four auxiliaries to trade involved in the above case and explain
their functions.

U STIART gER & ¥ FHTdl Al AT T &, 389 MeAr 7 Fafed
AT &, SIHAT AT § dIT FAAR G491 U HlAolisad ACIAT & g«

T 1
3Wed Bufad #§ caurR & Fdl IR g At ST 9gde HIfeiT Jar
3% T GHSSU|

Explain the role of profit in business. (Any Six Points)

HAHT H 1T T AR FHSSV| (1S o W)

A manufacturing company uses modern machines, introduces new product
designs, reduces wastage, and tries to satisfy customers through better
quality products at reasonable prices.

Questions:

(a) Identify any four economic objectives of business highlighted in the case.
(b) Explain them briefly.

T fafa#ior shoueht 3myfees #MT &1 3T A g, AT 3cure e
TEIT AT 8, ITTT FH A § dUT 3T Heg W IR I0Taal drel
3cUTG oY ATgeht 1 HJSC el I FATH el ¢
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EEG b
(a) 3RIFa Eufa # gaiv 71w frelt IR 3nfds 3egeat fr ggae fifaT|
(b) 3eTehT HiQITA Ui FHIfSIT|

**End of the Question Paper****

Chapter-1- Evolution and Fundamentals of Business
MM-50

Marking Scheme

o
z

ANSWERS

NINSIaIRaalRIB R 23 olc|~No|alswn|~|O

) Genetic Industry

) Features:

1. It improves the breeds of plants and animals.

2. It uses scientific techniques for better production.

C
C
A
A
B
C
A
C
A
A
B
A
A
A
D
C
C
C
B
C
(a
(b

[N I e I N T N e Y YN N N N N PN N Ny

1. Natural Causes: Floods, earthquakes, and famines may cause losses.
2. Human Causes: Negligence, dishonesty, and strikes create risks.
3. Economic Causes: Price fluctuations and competition affect profits.

Basis Business Profession Employment

Nature of

Work Buying and selling Expert services Work assigned by employer
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No minimum Specialized
qualification qualification required

Return Profit Fees Salary/Wages
Risk High Low Very low

Qualification prescribed by er

Qualification

mployer

1. Quality Goods at Fair Prices: ISI and FPO marks ensure quality
standards.

2. Avoidance of Unfair Trade Practices: The company avoids false
advertising.

3. Employee Welfare: Workers are given fair wages.

4. Community Service: The company contributes to hospitals and schools.

1. Transportation: Helps in movement of goods from one place to another.
2. Warehousing: Stores goods until they are needed.

3. Insurance: Provides protection against risks and losses.

4. Advertising: Gives information about products to consumers.

Role of Profit in Business:

1. Ensures Survival: Profit helps the business continue operations for a long
period.

2. Growth and Expansion: Profit provides capital for expansion and
modernization.

3. Motivates Efficiency: Higher profit motivates owners and employees to
work efficiently.

4. Builds Reputation: Profitable businesses enjoy goodwill and recognition.

5. Reward to Investors: Profit helps in providing returns to shareholders.

6. Supports Innovation: Profit allows investment in research and
development.

(a) Economic Objectives:

1. Innovation

2. Improving Productivity

3. Market Standing

4. Profit Earning

(b) Explanation:

1. Innovation: Introduction of modern designs and techniques.

2. Improving Productivity: Reduction of wastage and better efficiency.
3. Market Standing: Customer satisfaction through quality products.

4. Profit Earning: Business aims to earn profit and grow.

Page 24 of 233




Chapter-2: Forms of Business Organizations New

Introduction:

A business organization refers to the legal structure through which business
activities are conducted. The choice of form depends on the nature, size,
ownership, and liability preferences of the owners.

1. Sole Proprietorship

Definition: A form of business owned and managed by a single individual who

provides capital and assumes all risks.

Features:

® Single ownership- The business is owned by only one individual who has
complete control over its operations and management.
Unlimited liability- The owner is personally responsible for all the debts and
obligations of the business. If business assets are insufficient, personal assets

may also be used to repay the liabilities.

Sole risk bearer and profit recipient - The owner alone bears all the risks
arising from the business and is entitled to receive the entire profit earned.

No legal formalities (except licenses)- A sole proprietorship can be started
easily with minimal legal procedures. However, certain businesses may require
licences or registrations as prescribed by law.

Lack of continuity - The existence of the business depends on the owner. It
may come to an end due to the owner's death, insolvency, or permanent

incapacity unless someone else takes over.

Advantages:

® Easy to start and close- A sole proprietorship can be established and
dissolved with very few legal formalities, making it the simplest form of business
organisation.
Direct motivation - Since the owner receives the entire profit and bears the
entire loss, there is a strong incentive to work efficiently and improve business

performance.

Quick decision making - The owner can take decisions independently without

consulting others, allowing prompt action in business matters.

Page 25 of 233




® Personal touch with customers- The owner interacts directly with customers,
understands their needs, and can provide personalised service, which helps
build customer loyalty.

Limitations:

o Limited capital - The amount of capital available is generally restricted to the
owner's personal savings and borrowing capacity, limiting business expansion.
Unlimited liability - The owner is personally liable for all business debts, which
may put personal assets at risk if the business suffers losses.

Limited managerial skills- One person may not possess expertise in every
area of business, such as finance, marketing, production, and human resource
management, which can affect business efficiency.

No continuity (ends with owner's death or disability)- The business does not
enjoy perpetual existence. It may cease to operate if the owner dies, becomes

insolvent, or is permanently unable to manage the business.

2. Partnership
Definition: A business owned by two or more persons who agree to share profits

and losses as per a mutual agreement.
® Governing Law: Indian Partnership Act, 1932

® Minimum and Maximum Members: 2 to 50 as per rule 10 of company Rules 2014.

Features:
e Mutual Agency -
In a partnership, every partner represents the firm as well as the other partners.

Any lawful act performed by one partner within the scope of the business is

considered an act of the entire firm.

e Joint Decision Making-

The business is managed by all the partners together. They share
responsibilities and make important business decisions through discussion and

mutual agreement.
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Unlimited Liability -

Partners are personally responsible for the firm's debts. If the firm's assets are
not enough to repay its obligations, the partners' personal property may also be

used to settle the liabilities.

® Registration is Not Mandatory but Recommended -The law does not make
registration of a partnership firm compulsory. However, registration is advisable
because it provides legal protection and enables the firm to enforce its rights in a
court of law .

Partnership Deed: A written agreement that defines rights, duties, and

obligations of partners.

Types of Partners:

Type of Partner Meaning Key Features

* Invests capital

. . * Participates in
Active A partner who takes an active part in
management

(Working) the day-to-day management of the

_  Shares profits and
Partner business.
losses

* Has unlimited liability

* Invests capital

. . * Does not manage the
Sleeping A partner who contributes capital but .
o ) business
(Dormant) does not participate in the management _
) * Shares profits and
Partner of the business.
losses

* Has unlimited liability

* Participates in business

o _ * I[dentity remains secret
A partner whose association with the _
Secret Partner _ * Shares profits and
firm is not known to the public.
losses

* Has unlimited liability
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Type of Partner Meaning Key Features

* Does not invest capital

. * Does not manage the
A person who allows the firm to use .
) _ . _business
Nominal Partner his/her name but does not invest capital
. * Lends name and
or take part in management. .
reputation

« Liable to outsiders

* Not a real partner
Partner by A person who is not actually a partner « Does not invest capital
Estoppel but, by words or conduct, leads others -« Liable to third parties
(Holding Out) to believe that he/she is a partner. who rely on such

representation

. * Not an actual partner
A person who knowingly allows .
Partner by _ * Becomes liable to
) himself/herself to be represented as a .
Holding Out . outsiders due to own
partner and does not deny it.
conduct or consent

Types of partnership:

Partnership can be categorized on the basis of duration and liability:

Classification on the basis of duration:

(i) Partnership at will: Partnership continues till the partners agree to do so.

(i) Particular partnership: The partnership formed for a specific task for project
or for a specific period of time. It comes to an end after completion of task or

expiry of time.

Classification on the basis of liability:

(i) General partnership: Partnership where all partners have joint and unlimited
liability.

(ii) Limited partnership: Partnership where all partners have limited liability&at

least one partner must have unlimited liability.

3. Hindu Undivided Family (HUF)
Definition: A business owned by the members of a joint Hindu family governed by It
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is governed by the Hindu Succession Act,1956.
® Formation: For a joint Hindu family business, there should be at least two
members in the family and ancestral property to be inherited by them
e Liability: The liability of all members except the karta is limited.

® Control: The control of the family business lies with the karta. He takes all the

decisions and is authorised to manage the business..
Continuity: Business continues despite the death of a coparcener.

Minor Members: The inclusion of an individual into the business occurs due to
birth in a Hindu Undivided Family.

4. Cooperative Societies

Definition: A voluntary association of people formed for mutual benefit, registered
under the Cooperative Societies Act, 1912.

® Principle: One man, one vote
® Minimum Members: 10

Key Features:

Open Membership — Anyone can join voluntarily.

Service Motive — Main aim is to serve members, not earn profit.

Democratic Management — One member, one vote

Separate Legal Entity — Has its own legal identity.
e Limited Return on Capital — Members get a limited rate of dividend on capital
invested

Types of Cooperative Society

Consumer Cooperative Society — Formed to provide quality goods to

consumers at reasonable prices by eliminating middlemen.

Producer Cooperative Society — Formed by producers to procure raw materials

and other resources at lower costs and improve production.

Marketing Cooperative Society — Formed to help producers market and sell

their products at fair prices.

Credit Cooperative Society — Formed to provide loans and other financial

assistance to members at low interest rates.

Housing Cooperative Society — Formed to provide affordable housing or

Page 29 of 233




residential plots to its members.

Merits of Cooperative Society

e FEquality in Voting — Every member has one vote, irrespective of the amount of
capital contributed, ensuring equal participation in decision-making.
Limited Liability — The liability of each member is restricted to the amount of
capital invested, so personal assets are not at risk beyond their investment.
Stability and Continuity — The cooperative society continues to exist even if
members join, leave, or pass away, ensuring uninterrupted operations.
Support from government: The cooperative society exemplifies the idea of
democracy and hence finds support from the Government.
Ease of formation-. The registration procedure is simple involving a few legal
formalities as per acts enacted by Gol.

Limitations of Cooperative Society

® Limited Resources — Cooperative societies often have limited financial
resources because they depend mainly on members' contributions and have
limited borrowing capacity.
Inefficiency due to Lack of Profit Motive — Since the primary objective is to
provide service rather than earn maximum profit, members may not always be
highly motivated to improve efficiency and productivity.
Lack of secrecy: As a result of open discussions in the meetings so ,it is difficult
to maintain secrecy about the operations of a cooperative society.
Differences of opinion: Internal quarrels arising as a result of contrary

viewpoints may lead to difficulties in decision making.

5. Joint Stock Company:

Definition: An artificial person created by law with perpetual succession and

separate legal identity. It can sue and be sued.Governing Law: Companies Act,
2013

Types:
® Private Company: Members: 2 to 200; Restrictions on share transfer; Cannot

invite public for capital

® Public Company: Minimum 7 members; No restriction on share transfer; Can
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raise capital from public

® One Person Company (OPC): Single shareholder; Separate legal status

One Person Company or OPC: According to Sec.2 (62) of the Companies Act,

2013, ‘company which has only 1 person as a shareholder’. Rule number 3 of

the Companies (Incorporation) Rules,2014 says that:

. Only a natural person who is an Indian citizen & an Indian resident can

form 1 person company.

. It cannot execute non-banking financial investment pursuits.

. No such company can convert voluntary in to any kind of company unless 2

years have expired from the date of incorporation of OPC ,except threshold

limit is increased beyond 50 lakh or average turnover exceeds X 2 Crores.

DIFFERENCE BETWEEN PUBLIC AND PRIVATE COMPANY

Basis of Difference

Meaning

Minimum Number of

Members

Maximum Number of

Members
Minimum Number of

Directors

Transfer of Shares

Invitation to Public

Public Company

A company that can invite
the general public to
subscribe to its shares or

debentures.

No limit

Shares are freely

transferable.

Can invite the public to
subscribe to shares and

debentures.
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Private Company

A company that restricts
the right to transfer its
shares and does not invite
the public to subscribe to its

securities.

200 (excluding present and

former employee-members)
2

Transfer of shares is
restricted by the Articles of
Association.

Cannot invite the public to
subscribe to shares or

debentures.




Basis of Difference

Issue of Prospectus

Stock Exchange Listing

Number of Shareholders

Control and Management

Raising Capital

Regulatory Compliance

Name of the Company

Documents Required:

Public Company

May issue a prospectus
when raising funds from the

public.

Can be listed on a stock
exchange (if it fulfills listing

requirements).

Generally has a large

number of shareholders.

Ownership and
management are more

widely distributed.

Easier to raise large
amounts of capital from the

public.

Subject to stricter legal and

disclosure requirements.

Ends with "Limited (Ltd.)"

Private Company

Cannot issue a prospectus

to the public.

Cannot be listed on a stock

exchange.

Usually has a small number

of shareholders.

Ownership and
management are usually
concentrated among a few

persons.

Capital is raised privately
from members, relatives,
friends, or institutions.
Comparatively fewer legal
formalities and
compliances.

Ends with "Private Limited

(Pvt. Ltd.)"

® Memorandum of Association (MOA) - The MOA is the main document of a

company that defines its objectives, powers, and scope of activities. A company

cannot undertake activities beyond those mentioned in the MOA.

Articles of Association (AOA) - The AOA contains the internal rules and

regulations for managing the company. It explains how the company's affairs

will be conducted.

Prospectus (in case of public companies) - A Prospectus is a document

issued by a public company to invite the public to subscribe to its shares or

debentures. It provides essential information about the company's financial

position, objectives, and investment details.

Page 32 of 233




Features:

o Artificial person- Like natural persons, a company can own property, incur
debts, borrow money, enter into contracts, sue and be sued but unlike them it
cannot breathe, eat, run, talk and so on.

e Separate legal entity: From the day of its incorporation, a company acquires
an identity, distinct from its members.

e Formation: The formation of a company is a time consuming.

e Perpetual succession: A company being a creation of the law, can be
brought to an end only by law.

e Control: The management and control of the affairs of the company is
undertaken by the Board of Directors.

e Liability: The liability of the members is limited to the extent of the capital

contributed by them in a company.

Merits:

e Limited liability- The liability of shareholders is limited to the unpaid amount on
the shares they hold. Their personal assets remain protected from the
company's debts.

Transferability of shares- Shareholders can easily transfer their shares to
others, making investment more flexible and providing liquidity.

Continuity- A company enjoys perpetual existence. It continues to operate

regardless of changes in ownership, retirement, insolvency, or death of its

members.

Ability to raise large capital- A company can collect substantial funds by
issuing shares and debentures to a large number of investors, making it easier

to finance large-scale operations.

Limitations:

e Complex formation- Establishing a company involves several legal formalities,
documentation, and approvals, making the incorporation process lengthy and
complicated.

® Delay in decision making- Important decisions often require approval from the

Board of Directors or shareholders, which may slow down the decision-making
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process.
Lack of secrecy - Companies, especially public companies, are required to
disclose financial statements and important information to regulatory authorities
and shareholders. As a result, complete business secrecy cannot be
maintained.

Conflict in interests: There may be conflict of interest amongst various
stakeholders of a company.

Formation of a Company:

Promotion: Idea generation and planning
Incorporation: Legal registration
Subscription: Raising capital (for public companies)

Commencement: Certificate to start business operations

1. Promotion

Meaning: Promotion is the first stage of company formation. In this stage, business

ideas are identified and plans are made to start the company.

Promoter: A promoter is a person who conceives the idea of business and takes

necessary steps to form the company.

Functions of Promoter:

1. Identification of Business Opportunity-The promoter searches for suitable and

profitable business opportunities.

2. Feasibility Study-The promoter checks whether the business idea is practical and

profitable.

3. Arrangement of Capital-The promoter arranges initial finance required for the

company.

4. Preparation of Documents-Important documents such as Memorandum of
Association (MOA) and Articles of Association (AOA) are prepared.

Page 34 of 233




5. Appointment of Experts-The promoter appoints lawyers, bankers, auditors and
other professionals.

Importance of Promotion: Promotion is important because it lays the foundation

of the company.

2. Incorporation: Incorporation means the legal registration of the company under

the Companies Act.

Steps in Incorporation: 1. Approval of Company Name: The proposed name of the

company is approved by the Registrar of Companies (ROC).

2. Filing of Documents: Necessary documents are submitted to the ROC.

Important Documents

(HMemorandum of Association (MOA):It contains the objectives of the company.

(ii)Articles of Association (AOA): It contains rules and regulations for managing the

company.

(iii)Consent of Directors:Written consent of directors is submitted.

3) Payment of Fees-Along with above document fees at prescribed rate are also to

be paid.

4) Registration-Registrar records company’s name in official register.

5) Certificate of Incorporation: After verification of documents, ROC issues the
Certificate of Incorporation and the company comes into legal existence.

3. Capital Subscription: Meaning: Capital subscription is the stage in which a public

company raises capital from the public by issuing shares.

Steps in Capital Subscription:

1. SEBI Approval: Approval from SEBI is obtained before issuing shares.

2. Issue of Prospectus:The company issues a prospectus containing information

about the company.
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3. Appointment of Bankers, Brokers and Underwriters: Experts in different field s are
appointed.

4. Minimum Subscription: Every public limited company must raise a minimum
subscription before starting a business.As per the SEBI Guidelines the limit of
minimum subscription is 90 per cent of the size of the issue.5. Applications to stock
exchange:A public company must get itself listed in stock exchange before it starts

selling the securities.

6. Allotment of Shares: Shares are allotted to the applicants.

Importance of Capital Subscription It helps the company to collect funds for business

operations.

4. Commencement of Business:

Meaning: Commencement of business is the final stage in which the company gets

permission to start business activities.

Certificate _of Commencement: A public company receives the Certificate of

Commencement after completing legal formalities.

Difference Between MOA and AOA

Basis of Memorandum of Association

Articles of Association (AOA)
Difference (MOA)

MOA is the main document that AOA contains the rules and
Meaning defines the company's objectives, [regulations for the internal

powers, and scope of activities. management of the company.

It explains what the company can  |It explains how the company will
Purpose
do. carry out its activities.

Nat It is the charter (constitution) of (It is the rule book of the
ature
the company. company.

Deals with the external affairs and |Deals with the internal affairs

relationship of the company with and management of the

outsiders. company.
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Basis of

Difference

Memorandum of Association
(MOA)

Articles of Association (AOA)

Contents

Contains the Name Clause,
Registered Office Clause, Objects
Clause, Liability Clause, Capital

Clause, and Subscription Clause.

Contains rules regarding share
capital, directors, meetings,
voting, dividends, accounts,

audit, etc.

Position

MOA is the supreme document of

the company.

AOA is subordinate to the MOA.

Alteration

Alteration is comparatively difficult
and must comply with the provisions

of the Companies Act.

Alteration is comparatively
easier by passing a special
resolution, subject to the
Companies Act and the MOA.

Relationship

Defines the limits within which the

company can operate.

Prescribes the procedures for

operating within those limits.

Binding
Effect

Binds the company and its members
regarding the company's objectives

and powers.

Binds the company and its
members regarding internal

rules and management.

Compulsory

Nature

Every company must have an MOA.

Every company must have an
AOA.
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FORMS OF BUSINESS ORGANIZATIONS AND FORMATION OF COMPANY

QUESTIONS

The Memorandum of Association must be signed by at least .... Persons in case of
a public company and by persons in case of a private company.

A.1and?2
B.2and 5
C.2and7
D.7and 2
ATdSTTeleh ShUsil oh HATHe! H TEAT ATYT (Memorandum of Association) T & & Ha

IfFATT ganT gEaTaR fhU STat AIfRT aUT fAsi Fuell & ATHe H
CaRT gEATER fohT ST T1fe |

A 132
B.23iR5
C.23R7
D.73Rk2

defines relationship of the company with the outsiders.

(a) Articles of Association (b) Memorandum of Association

(c) Both (a)&(b) (d) None of the above
HYT 3R T AT F T T Y IRIRT FRaAT |

a) TEAT fAT#ATael (Articles of Association)
b) EFAT A9 (Memorandum of Association)
c) (a) 3R (b) 2=t

d) 3RIFT H & IS aTar

(
(
(
(

Himanshu is an active partner in a partnership firm, where the liability of partners is
unlimited. Partners are allowed to participate in the management of the firm
business. All the partners are abiding by the rules framed in the partnership.
Registration of a partnership firm is optional and the firm business may come to an
end in the event of death, insolvency, and lunatic of any partner.

Which type of partnership is referred to in the above case?
(a) General Partnership (b) Partnership at will
(c) Limited Liability Partnership (d) Particular Partnership
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feaATR] Teh AT wat 7 ThT TTNER &, STl TTSIERT &7 afficd 3R &1 Frsiert
oY e & STGHI oh Jatiel & 37T ool T IHeTHTT 1 Hef TSI ATSERY H FA1T 17
TITAT T IToleT FT Ig & | TS B T G0l Jehfeues & aT haY TTSER dhr
g, fearforardsT a1 arererdst T A & A FT cFaaqrT FATCT & TehdT & |

3ed FBafa & fFg yR 1 Tieiy &1 3eoi@ fhar T g7

a) GTATT TISIGRT (General Partnership)

b) STHITAR AISIERT (Partnership at Will)
c) AT grf&ca TTSIERT (Limited Liability Partnership)
d) a9y ASIERT (Particular Partnership)

(
(
(
(

After completing high studies in Hotel Management courses from one of the highly
reputed Hotel Management Institutes of India, Mohan decided to start his own
Bakery in his hometown. His father arranged funds and supported him to
commence his business. He recruited some staff and purchased the required
equipment and machines. Within a few months, he started manufacturing bakery
products in the market and sold them at reasonable prices. His quality products
and reasonable prices helped him in making a good profit.

Identify the form of business organization highlighted in the above case.
(a) Sole Trading concern (b) Joint Hindu Family Business

(c) Company (d) Partnership

FIgeT o AR o Teh FTATSS GIcel TaHel HEATT U GIcel HelolHe i Ters G el &
STE, 3191 I[g IR & 37T ST Y& el o AT Toram| 3qeh el o eret oy cgaear
1 3R FTART Y& el H GETIAT | IHA S AR hT TG TFeT hr 24T
3aege Heflel 3R 3THOT G| F© AL H 38 SR H Tl ScdTe; =1l 3R
3T hredl I ST E Y TEAT| 37ee J[OTarT aTel 3cdTe 3R 3Tad Shiedt & wRor
3 37THT AT glel o9 |

3ed FRAfS & $ia-a1 SIaarT GIraT AT 31T §?

a) Ushel TATACA cIad@d (Sole Trading Concern)

b) @ féq TRAR sgadm (Joint Hindu Family Business)
c) SUsir (Company)

d) ETSIERT (Partnership)

As per Rule 10 of The Companies (miscellaneous) Rules 2014, at Present the
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maximum number of partners can be ...

(A) 2 (B) 200 (C) 50 (D) 100

huetr (fafaer) e, 2014 & fH 10 & 3TER TAATT H AR T Jifehda
TEIT hdeiT 8 gehall §7

(A) 2 (B) 200 (C) 50 (D) 100

Assertion (A) Board of directors exercise direct control over the business.
Reason (R) Board of directors are the owners of the company.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct
explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

FUT (Assertion - A)fa¢ere Asel (Board of Directors) edadrd W YcI8T fI=or T@dr

gl
$RUT (Reason - R)AC2 Aol =T & HIfeldh &l & |

(a) YT (A) 3R FROT (R) AT TcT § TUT FROT (R), T (A) FI Tar AT B |

(b) FU (A) 3R FROT (R) ST T &, Afehed FROT (R), U (A) FT TEY carear gt
gl

(c) FUT (A) T &, Afhed FROT (R) 39T &

(d) U (A) 3T &, AThed BROT (R) T g

Assertion (A) Personal assets of the partners may be used to pay-off business
debts in case of insufficiency of business assets.

Reason (R) Partners of a firm have unlimited liability.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct
explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

ST (Assertion - A) Ffe STGETT T HUTTAT KT Yehted & T GATee o &1, Al AR
h1 eATFAITT FUTTIT T UL STGATY & FOT Yehlel oh TIT fohaT ST HehelT & |

HROT (Reason - R)HH & ATSIGRT & &lfdcd AHAT §IdT ¢ |

(a) YT (A) 3R FROT (R) GlAT TcF g AT FROT (R), T (A) Fr Tal ITEAT B |
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(b) U (A) 3R FROT (R) ST T g, oAfhed FROT (R), FHUT (A) FT HET STEAT Al
gl

(c) FUT (A) T g, oAfhed FROT (R) 39T &

(d) U (A) 39T &, ifdhed HROT (R) AT &

Identify the related feature of a company," its Assets and liabilities are separate
from those of its owners."

(a) Artificial person

(b) Perpetual succession

(c) Common seal

(d) Separate legal entity

FYai T 37 fAAvar 1 ggara Hifaw Fas s gufaar ik aRca 3a Aot
J AT TR

a) HTIA ATF (Artificial Person)

b) TARN TSR (Perpetual Succession)

c) HTHATT HgX (Common Seal)

d) GUeh Selet 3HTEcIed (Separate Legal Entity)

(
(
(
(

A partner whose association with the firm is unknown to the general public is called
(a) Active partner

(b) Sleeping partner

(c) Nominal partner

(d) Secret partner

9 TR T B ¥ GG ATHTT SAdT T AT o] 81dT, 38 &7 Shgl SITdT 872

a) @fhT TEIER (Active Partner)

b) ATSkar AEIER (Sleeping Partner)
c) ATHATT A3ER (Nominal Partner)
d) 3[cd HTSIER (Secret Partner)

(
(
(
(

(A) sole proprietor enjoys considerable degree of freedom in making business
decisions.

(R) Quick decision making leads to timely capitalisation of market opportunities as
and when they arise.
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a) Both A and R are true and R is the correct explanation of A.

b) Both A and R are true and R is not the correct explanation of A.
c) Ais true but R is false.

d) A is false but R is true.

(
(
(
(

hYd (Assertion - A)

TUehol TATHT (Sole Proprietor) saaaTe 0T ofet & qaTcd Tad=dT &l 3¢ ol g |

%RUT (Reason - R)

eirer [T o & T9TR & 37a8RT &1 THT TR T 38T ST HohdT g |

(a) U (A) 3R FROT (R) ST TcT § TUT ST (R), U (A) T T IT&AT &

(b) =T (A) 3R FROT (R) ST T &, AfeheT HROT (R), U (A) T TEY cATEAT 787
gl

(c) FUT (A) T &, Afhed FROT (R) 39T &

(d) U (A) 31T &, oifhed HRUT (R) AT &

Rohit wanted to establish a manufacturing company. Before registration, he
conducted market surveys, estimated future demand, arranged finance and
consulted experts for preparing legal documents.

The activities performed by Rohit are related to which stage of company formation?

a) Incorporation

b) Promotion

c) Capital Subscription

d) Commencement of Business

Ufed Tep fATRATT =it TAT FRAT TTEAT AT| GSIhI0T F Ggor 3HeT STl JI&T0T
fera, 7farsar <hT AT T ITTATS ST, T Y cqaET Y TUT HIefel SFdTdol AR
Fel & v [t & Feorrg o

Afed garT &1 378 afafafar suel AT & fore avor & Fefad 87

(a) ISiTRIOT (Incorporation)

(b) Faci=T (Promotion)

(c) Yot 3ifAereT (Capital Subscription)

(d) STIETT IRH (Commencement of Business)

A company submitted all required documents to the Registrar of Companies and
received a certificate after verification. From that date, the company became a
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separate legal entity.
Which certificate enabled the company to obtain legal existence?

a) Certificate of Commencement
b) Share Certificate

c) Certificate of Incorporation

d) Prospectus

Toh AT of THT 3TaRTP GTATdoT Uil TSTECR o UTH STHAT ThU 3R T+ & §1g
Teh JATOTIF 9red foham| 38T Al @ huell Ueh qUeh Sefsil gehts oo 15|
forE SATOTT & ST I Shisfelt 31Tedca vare fmar?

(a) STTETT YR THTOTTT
(b) 37T FATOTIF

(C) ISTehiOT JATOTI

(d) faaor 97

During the process of company formation, a document was prepared which clearly
defined the objectives and scope of activities of the company. The company could
not legally perform activities beyond this document.

Identify the document referred to above.

a) Prospectus

b) Articles of Association

c) Memorandum of Association
d) Director’s Report

T fAATOT Y GfeRaT & GRIeT Uk TAT gEdTast dIR fRaT a1 fora# el & 352
3R wrETT Tase ®9 O AR &) el 38 cEArdst & S Hig Y Dol &9 F
STET Y Gehdl AT

IGRIFd GEATAST P IgaTd HIfAT|

(a) faoT 97 (Prospectus)

(b) GEAT FAFATaeI (Articles of Association)
(c) TEAT AT (Memorandum of Association)
(d) fagere Ra1E (Director’s Report)

A public company invited the public to purchase shares by issuing a detailed
document containing financial information, objectives and future plans of the
company.

Identify the document issued by the company.

(a) Articles of Association
(b) Memorandum of Association
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(c) Prospectus
(d) Certificate of Incorporation

TS AT foTeh il oF SFeTclT T AT TG o foIT AT I §U Th faEqeT
gEdTaT STRT fohar T a# asit 1 fadr STy, 3eaed Jor sifasy fr Jis=re &r
5 of|

HUAT GIRT Y GEATAST T IgaTed HITAT|

(a) TEUT fAgATTel

(b) TEAT AT

(c) f[aaoT g7

(d) GO JHTOTGT

After incorporation, XYZ Ltd. could not immediately begin business operations
because it had not completed certain legal formalities required for public

companies.
Which certificate must the company obtain before starting business?

(a) Share Certificate

(b) Certificate of Commencement of Business
(c) Certificate of Registration

(d) Debenture Certificate

TSTeRR0T & §Te XYZ Ltd. TR cHaATT IS o7l R Hehl FT1eh 38 ATdolfoeh shueit
o ToIT 3Taegeh $© Hlefel ATTaTRAATT G 76T 1 i
SIGTT IR T A Ugel U] Sl hieT-TT FHTOTIT YTod ST ITIeTH g7

a) 372 AT

b) SITHTT TS GATOTIF
C) TS OT JHTOTIF

d) FOTIT JATOTIT

(
(
(
(

During company formation, applications for shares were invited from the public.
However, the company failed to receive the minimum required amount from
applicants.

What will be the consequence?

a) Shares will still be allotted

b) Company will be dissolved immediately

c) Share allotment cannot be made

d) ROC will issue Certificate of Commencement

FUT AT & ERTeT TTar T A & TIIT 3T AT [T v | AfeheT Uiy &1
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FYATH HTGRTH TR 91ed el 5|
SHPT FIT GROTH §RM?

(a) T &1 QR 3mafed e fgw STdar

(b) FYAT XA FATC ¥ SITwai

() QIR T 3TTACST el [hdT SIT Hehall

(d) ROC cIqaTT YR JHTOTIT STRY T

Rohan wanted to start a business independently with the benefit of separate legal
identity and limited liability. He decided to form a company in which he would be
the only shareholder.

Identify the type of company formed by Rohan.

a) Public Company

b) Private Company

c) One Person Company
d) Partnership Firm

AT TIAT §I U STGHTY YE AT Al AT TUT g WA afdicd AR GUh Hiefeit
37Tedcd T o1 Y Igar AT| 3T WY U= SaI1e &1 AT forar f5as ag 3rher
3R 8l

g SaRT F1Tg T hUsil Hl TR TS|

a) FTaeifoieh Uil
b) sl dueir
c) Uoh SgTFd HhT=ir
d) ATSIGRT B

(
(
(
(

A company was formed by two friends who wanted restrictions on transfer of
shares and did not wish to invite the public for raising capital.
Which type of company is most suitable in this case?

a) Public Company

b) Private Company

c) One Person Company
d) Government Company

(
(
(
(
ar fosT o QY SFett Sers foraeT QR & gFdTaRor 9X ufdeer g1 qur Sfefar & el
STeTe hr 3eTHAT o &l

58 8T & SieT-A el e 3ugl g7

(a) AT HY=AT
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(b) forsiy FU=iT
(c) Teh ST TFd =t
(d) THRT HY=T

A businessman wanted to form a company but was informed that only an Indian
citizen who is also an Indian resident can establish this form of business.
Which form of company is being discussed?

a) Public Company

b) Government Company
c) One Person Company
d) Private Company

Ueh ST hYAT SITAT ITEAT 2T, AfeheT 3T T 3T fh el HRAT AR 3R
TR Y &) 57 YR Y Foi TUfa & Thd B
g T YR T S9aiT 572

(a) AT HY=AT
(b) FIRRY AT
(C) Teh STTF shdaiT
CHGEIERGI

A company wanted to raise huge capital from the public and get its securities listed
on a stock exchange.
Which form of company would be most appropriate?

a) Private Company
b) OPC

c) Public Company

d) Partnership Firm

Teh AT SToTcll & 937 ATET H Yol STl Argct &7 7T 3ide gfas{forat & &eih
TSl H FElaesl SHarr argelr AN
58 oA 7 HIT-A1 il TaT Fad ITFFc g2

“Karta is the most active member in a Joint Hindu Family Business. He is too
powerful to ruin the business.” Comment.

“ohell T T, TRAR SAGATT T T8 ThT TeTd gielT & a8 ST F 7S el
& ToIv 3rcafee AfFaeme giar g1” fecguft fifav|
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Name the following :
(a) The person who promotes a business.
(b) The document containing the rules, regulations and bye-laws of a company.

(c) The document inviting subscriptions for shares and debentures.

AT fd & AT 9180

(a) SITHTT T TUTTAT FHet Tl I TFd |

b)dusir o foa#, fafaas v 3ufgAT arer geamas|

C)3RIT Ud FOTAAT o TR g STeTclT Sl AT e ATl SEATAST |

Read the following text and answer questions(A-C) on the basis of the same.

Rajeshwar lived in a small town of Uttar Pradesh. His friends were also struggling
to make ends meet. They didn't own a home and were paying heavy rents, leaving
them with minimal funds for other essentials.

Rajeshwar was concerned about their well-being and she wanted to help them. He
listened to their challenges and offering emotional support. His aim was to solve
the housing problems of that locality by constructing houses and giving the option
of paying in instalments.

Rajeshwar and his friends established an organisation to help people with limited
income to construct houses at reasonable costs flats or provide plots to members
on which the members themselves can construct the houses as per their choice.

A. Name the form of organisation established by Rajeshwar and his friends to
solve their housing crisis?

B. Under which Act, these organisations are governed?

C. What is the minimum number of persons required to form such organisation?

TGN 3T UM & Ueh BIC hd H IgdT AT| 3T 8T 3 Shaaama e & forw gay
FT I A 3T ITH 3791 &1 78T 27 3R 3 9y fomar ¢ @ 2, 59 a 399 3=
Hﬁemﬁa?ﬁvqu e T ST 2AT|

TSTaR 3o7hT TEAT T et [T AT 3R 3T TIAT FIAT ATEAT AT| 3HeT 3oTchl
THEII3T Y GoiT 3R HTdeATcHR TGN feaT| 3HHT 3T 3 &1 T 3Tard FHEAT
I EoT T AT| 3 foIT THA TR Fellad AT fohcdl H $TITT T G et T rsteAm
TS|

T 3R 3T AT F DfAT 317 g1l Aent A 3T FRTT W ASIT, Fole AT Tlic
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3YTSH T & Tl Teh HITSeT T TR, AT Hedd 319l qie o 3TeT@N EX ol
Th|

(A) TSR 3R 38 AT SaRT AT THEAT & FATT g LA HISeT I ATH
qarsy|

(B) A Taraa forq 3rfAfaTs & 3iaeTa ganfad gla 87
(C) U8 HITSeT T TATYAT & [eIT 7T fehetel TN T 3Tl Bl &2

Partnership firm’s registration is optional, but still why do partnership firms willingly
go through this legal formality and get themselves registered? Explain.

HISIERT B T Tolle o] dehfeudh &, T 8 ATSIGY Ba FawoT § Ig Sl
SoTReher &t I X © R TTT T Goiichd FAT larcl 32 FASSU|

X, Y, Z have mutually decided to set up small factory in rural area. They decided to
hide the association of X with the factory to outsiders, and Y will not take part in
day-to-day activities of business due to his health issues. However, Z will take
active part in all activities. Whenever they have problems in getting credit or
financial help, they use the name of their friend 'P' with his consent.

Briefly explain the various types of partners, mentioned in the above paragraph.

X, Y 3R Z & 3m9et GgAfT & AT 837 H Teh SISl hRUTAT TATTAT el T A0
foram| 3egiet aF T foh X o1 RET & HaET S1gd) o9 & TSI SIer qar Y
TATELY AT o HROT ITATT FI &k aifafaferat & swer Agh oo STafer Z @i
Ffafafat 7 afha T & HET o1 | ST 87 3¢ FoT A7 fadT Terdr 9red el &
FHEAT B &, ot I 379 AT ‘P’ o AT T IHRT IoTATT & 3TN it B |

3 3eTede A Aol fafdest TehR o AISIGRT i HaTT H eI1Ear HIfiT|

A group of young entrepreneurs identified a business opportunity in the renewable
energy sector. They conducted market surveys, arranged finance, prepared legal
documents and submitted them to the Registrar of Companies. After obtaining
legal approval, they invited the public to subscribe to shares and later received
permission to start business operations.

Identify and explain the different stages of company formation referred to in the
above case.

S JdT 3CATALT o FAPONG Foll &1F H TG T AT TETeAT| g1t STl
TcfeTor foha, fare shr eaae T i, HiefeT eFdrdsl IR fhT 3R 3o¢ Sl ITER &
AT STAT [T | ShTefell TR UTCT S¥et & &1 3eg1a1 STetdl & 32T Tea & faw
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AT foram TUT 91 7 STTATY YRS el i AT Tred |

3 FUfa & afoTa St A#Er & [Affesr TN $r ugare HIfaTT TAT 39T guia
FifST]

A public company prepared a document containing the objectives of the company
and another document containing rules regarding internal management. The
company also issued a document inviting the public to purchase shares.

Identify these documents and explain their importance in company formation.

Teh HIdatfoieh it o Ueh UHT GEATAST dAR fohaT [ shostt & 3eged few arv &
AT GERT SEATAST el & IHTAReh TatieT & AT & HaTd AT AT o STl i
3727 TIE o AT IMART X 8 Teh 31 g&dTasr o S foham|

ZoT GEATASll T TgdTeT hITSTT AT Uil [AHTT H SeTch Hgcd hl ITEAT HITAT|

***************************E N D OF QU ESTlONS***************************************

ANSWERS

Answers

D. 7 3R

(b) Memorandum of Association

(a) General Partnership)

(a) Sole Trading Concern)

(C) 50

(c)
(a)

(d) Separate Legal Entity)

(d) )Secret Partner)

(@)

b) Promotion)

c) Certificate of Incorporation

c)Memorandum of Association

3o (
(
(
(

I
I
3 (c)Prospectus)
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3X: (b) Certificate of Commencement of Business)

3tX: (c) Share allotment cannot be made

©X: (c) One Person Company)

3tX: (b) Private Company)

3 (c) One Person Company)

3 (c) Public Company)

Karta is the head of the Joint Hindu Family Business and manages all
business activities. He has unlimited liability and takes important decisions.
However, he cannot misuse his powers because his decisions should be in
the interest of the whole family. Other members can question his actions if
they are harmful to the family business. Therefore, though Karta is powerful,
he cannot ruin the business irresponsibly.

A)Answer (English): Promoter

B) Answer (English): Articles of Association (AOA)

C) Answer (English): Prospectus

A) Answer (English): Housing Cooperative Society
(B)Answer (English): Cooperative Societies Act, 1912

C)Answer (English): 10 persons

Although registration of a partnership firm is not compulsory, firms generally
prefer registration because it provides legal advantages. A registered firm can
file a case against third parties or partners in a court of law. Registration
increases the credibility and goodwill of the business. It also helps in resolving
disputes and protecting the interests of partners.

1. X - Secret Partner

X is a secret partner because his association with the firm is hidden
from outsiders, though he is a partner in the business.

. 'Y — Sleeping Partner
Y is a sleeping partner because he contributes to the business but
does not participate in day-to-day management activities.

. Z - Active Partner
Z is an active partner because he actively participates in the
management and daily operations of the business.

. P —Nominal Partner
P is a nominal partner because he only allows the firm to use his name
for goodwill and financial assistance, but does not take part in business
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management.

Answer The stages of company formation referred to in the case are:

1. Promotion

It is the first stage of company formation in which business opportunities are
identified. Promoters conduct market surveys, prepare feasibility reports and
arrange initial finance.

2. Incorporation

In this stage, legal documents such as MOA and AOA are submitted to the
Registrar of Companies. After verification, the company receives the
Certificate of Incorporation and gets legal existence.

3. Capital Subscription

At this stage, the company invites the public to subscribe to its shares through
a prospectus and raises the required capital.

4. Commencement of Business

After fulfilling all legal formalities, the company receives the Certificate of
Commencement of Business and can start business operations.

1. Memorandum of Association (MOA)

It contains the objectives and scope of activities of the company. It defines the
relationship between the company and outsiders.

2. Articles of Association (AOA)

It contains rules and regulations related to internal management and
administration of the company.

3. Prospectus

It is a document issued by a public company inviting the public to subscribe to
shares and debentures.

Importance

These documents provide legal identity, define powers and objectives,
regulate management and help in raising capital from the public.
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CHAPTER -3
PRIVATE , PUBLIC AND GLOBAL ENTERPRISES

Types of Business Sectors

Private sector- Enterprises owned by individuals or private firms with an aim to earn profit.
Public sector- Government owned enterprises

Features of public sector

Government owns and manages factors of productions, places of business

It can be state or central government

Business may be established under Special Act of Parliament or under specific ministries
Forms of public sector enterprises

(A) Departmental Undertaking

(B) Statutory Corporation

(C) Government Company

(A)Departmental Undertakings-The departmental Undertaking is considered as one the
departments of government. It has no separate existence than government. It functions under
the overall control of one ministry or department of government.

Features of Departmental Undertakings:

(1) Established under specific ministries.

(i1) Managed by state or central government.

(ii1) Oldest and most traditional form of public enterprises.

(iv) Most suitable for business activities of national importance, public utilities, infrastructure
and economic control.

(v) Receive investments from Government Treasury.

(vi) Revenues earned are paid into the Government Treasury.
(vii) Headed by government officers or civil servants.
Advantages of Departmental Undertakings

(1) Direct and centralized control.
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(i1) High degree of public accountability

(ii1) Sources of income to government treasury.

(iv) Most suitable for projects of national importance.

(v) Effective utilisation of funds.

Limitations of Departmental Undertakings

(1) Lack of flexibility due to constant interference of ministers and other officials.

(i1) Delay in decision making as approvals have to be received from concerned ministry.
(ii1) Lack of motivation in the absence of authority and incentives.

(iv) No risky projects are undertaken due to conservative approach.

(v) Redtapism, proper channel need to be followed for all decisions leading to delays.
(vi) Decisions influenced by political interest of concerned ministries.

(vii) Not focused on consumer satisfaction, thus not competitive.

(viii) No freedom to utilize revenue, subject to government budgetary control.

(B)Statutory Corporations- Established and governed by a Special Act of the Parliament or
by the St or Central Legislature.

Features of Statutory Corporation:

(1) Established under Act of Parliament or Central or State Legislatures.
(i1) The act regulates the objectives, powers and privileges.

(ii1)) Wholly owned by the government.

(iv) Set up as a corporate identity.

(v) Accounting and Audit as per the procedures stated in the Act.

(vi) Independent financial structure, utilizes revenues earned.

(vii) Employees appointed as per the terms of the Act.

Advantages of Statutory Corporation-

(1) Independent functioning allows flexibility.

(i1) No government rules and regulations to be followed.
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(ii1) No political interference.

(iv) Enjoys powers of government and working culture of private sector.

(v) Well protected public interest.

Limitations of Statutory Corporation:

(1) Needs approvals from concerned ministries for all important decisions.

(i1) Investments from government leads to indirect interference.

(i11) Widespread corruption.

(iv) Lacks freedom due to appointment of government officials.

(C)Government companies- Established under the Indian Companies Act. 2013 with
shareholding of at least 51 percent of the paid up capital held by the Central government, or
by one or more State Governments or partly by Central Government and partly by one or
more state Governments

Features of Government company:

(1) Company is created under the Indian Companies Act, 2013.

(i) The company enjoys corporate identity, can sue and be sued by third party in the court of
law.

(i11) The company can enter into a contract and can acquire property in its own name.
(iv) the management is regulated by the provisions of the Companies Act.

(iv) Memorandum of Association and Articles of Association state the rules and regulations
for the company.

(vi) Exempted from the accounting and audit rules and procedures.

(vii) Annual reports are presented in the Parliament or the State Legislature.

(viii) Funds can be raised from government, private sector and capital market.

(ix) The shares of a government company are purchased in the name of the President of India.
Advantages of Government company:

(1) No need for any Special Act makes establishing of government company easy.

(i1) Separate legal entity.

(ii1) Independence in management of business operations.
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(iv) Reduces unhealthy business practices by providing goods and services at reasonable
prices.

Limitations of Government company:

(1) Government being the major shareholder, exercises control over the management.
(i1) No accountability to public due to its autonomy status.

(ii1) Policies formulated by the government officials are governed by personal interest.

Global Enterprises- Corporations operate in more than one country dealing in multiple
products.

Features of Global Enterprises:

(1) Huge investments.

(i1) Large scale operations.

(ii1) Corporations operate with branches, factories and workshops in various countries.
(iv) Collaboration with companies of host countries.

(v) Use local resources and latest technology.

(vi) Continuous development of new products.

(vil) Aim to establish products as global brands.

(viii) Market territories across the globe.

(ix) Centralised control from head office.

(x) Oligopolistic power, dominating status in the market.

Advantages of Global Enterprises:

(1) Direct foreign investments help in economic development of the host country.
(i1) Creates employment opportunities in the host country.

(ii1) Standardized products of high quality.

(iv) Facilitate the growth of local enterprises as ancillary units or suppliers for MNC firms.

(v) Improve the standard of living in host countries.

(vi) Foreign collaborations promote diversifications and expansions.

(vii) Local resources and low labour cost provide cost benefits.
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(viii) National economies integrated as a world economy.
(ix) International brands and global market.

(x) High credibility in the capital market attracting investors from across the globe.

Limitations of Global Enterprises-

(1) Deals only in profitable business sectors.

(i1) To earn maximum profits, host country's priorities are ignored.
(i11)) May use obsolete technology in underdeveloped countries.
(iv) Pressure on host country against transfer of foreign exchange.
(v) Threat to local and small enterprises.

(vi) Give rise to monopoly and concentration of power.

Joint Ventures- Two or more businesses join by pooling resources, sharing expertise for a
common goal and mutual benefit.

Features of Joint Ventures-

(1) Increased financial and human resources.

(i1) Increased production capacity.

(ii1) Economies of scale and low production cost.

(iv) Expansion with access to new markets and distribution networks.

(v) Development of existing products with access to latest technology.

(vi) Creativity and new ideas leading to innovations and development of new products.

(vii) Established brand name.

Public Private Partnership (PPP)- Business organized as a partnership between a pricate and
government enterprise for projects related to public welfare.

Features of PPP
(i)Partnership between public and private sector.
(i1) It may allow investment from private sector and services controlled by the government.

(ii1) Operations are established for a specific period of time.
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(iv) The business risks are shared.

(v) Suitable for projects which require subsidies from government.

QUESTION

Which form of public sector enterprise is considered an extension
of the government ministry itself and has no separate legal

entity?

ATdifeleh 819 oh 3Tshel I his] AT TT AIHRT HATTH HI &T Th
TIEAR ATAT ST & 3R 3HRT IS 3elaT FHleleil FehTs (separate
legal entity) =& &It 87

A. TXHRT FTs (Government Company)

B. ATdsifeieh-Tetoil HRMGRT (Public-Private Partnership)

C. aurfaie fere (Statutory Corporation)

D. fa#mefir 39sha (Departmental Undertaking)

A Statutory Corporation is established under:

Ush quTfaies f1e7e (Statutory Corporation) &I TATIT Th&eh dgd
FT AT §?

A. T8¢ & T [ 31fafaaeT (Special Act of Parliament) & dgd

B. OrsieRY 3fAfaT#, 1932 (The Partnership Act, 1932) & dgd

C. fusir AT, 2013 (The Companies Act, 2013) & dgd

Page 57 of 233




D. Ueh TXPRT HIISHRT 32T (Government Executive Order) &
ded

For a business to be classified as a 'Government Company', what
is the minimum percentage of paid-up share capital that must be
held by the government?

el SHaAT &l THRY el & & H gaffehc it & [T, PR
o 9T FehdT AT Yol (paid-up share capital) T =TT e
gfererd g ffrary g7

A.75% B. 50% C. 26% D 51

Employees of a Departmental Undertaking are considered:
A. Private Sector Employees B. Contractual Workers

C. Industrial Trainees D. Civil Servants

ey 3ushaT (Departmental Undertaking) & &Rt sl AT
ST &

A. TAST 819 & AR

B. 3Te]ItT UR Sh1H et dTel HTHb (Plegee Ton)

C. e ufre] (FsfegTe &)

D. T&fae da& (TTRT HHTIRY)

Statement I: In a Government Company, at least 51% of the paid-
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up capital is held by the Central Government or State
Government(s). Statement II: The employees of a Government
Company are not civil servants and are governed by the rules

and regulations of the company.

A. Statement | is incorrect and Statement |l is correct.
B. Statement | is correct and Statement Il is incorrect.
C. Both Statement | and Statement |l are correct.

D. Both Statement | and Statement Il are incorrect.

Y |: Th TIHNT HU=AT H, JohelT Toil T A T Hd 51% f&eam g
ISR IT T TIPR (TIHRT) & 91 g & |

FYT |I: TIHNY ST & SHaan) [afaer g 767 ga & 3 3 Fuelr
& et 3R RfEw#A! ggrT anfaa g €

A. HYUF | T & IR U || TET g

B. %Y | TEI § 3R U |l IreId B

C. HYA | 3 FYA Il ST TET &

D. & | 31T U |l St Tl B

'Hindustan Machine Tools' (HMT) is a public sector unit where the
government holds 90% of the shares. It was registered under the
Companies Act, 1956. To improve its performance, the
government is considering selling 20% of its shares to private

investors. This process of selling shares is called:

TeeEdTet #MeT god' (HMT) Frdsifeleh &7 T Teh gh1g & forae
TIHR & I1H 90% MR g1 T HTeT AfATATH, 1956 & dgd
Toflehet ATl g0 Yedel # FUR & fIT, THR 319 20% AR sl
faeret &l s WX [9uR T @ g1 AR ST T 57 TTshdT i Fel
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ST &

A. fTafaefietoT (Diversification)

B. IHTAST (Amalgamation)

C. [afaaer (Disinvestment)

D. TSEIIR0T (Nationalization)

Which of the following is a primary disadvantage of Departmental
Undertakings?

fArfafed & @ sl a1 [ermeia sushaAt &1 vk geg av (g1f) 87

A. FITThIATRITET 3X sileamer (Red Tapism and Bureaucracy)

B. 31cafeeh Ta<iir Taraadr (Excessive Financial Autonomy)

C. ITaT H 3MT=IT (Ease of Formation)

D. STaTacer hr AT (Lack of Accountability)

Assertion (A): Departmental Undertakings are considered the
most suitable form of organization for activities related to national

security and defense.

Reason (R): These undertakings operate under the total control

of the concerned Ministry and do not have a separate legal entity.
A.(A) is true but (R) is false.

B.Both (A) and (R) are true but (R) is not the correct explanation
of (A).

C.Both (A) and (R) are true and (R) is the correct explanation of
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(A).
D.(A) is false but (R) is true.

HHFHY (A): TSET GR&T 3R & & Faterd arfafaferar & faw
fermafa 3UshaAT T HITSeT I HIH ST T HTAT ST & |

FROT (R): T 3UHA Fl FHATT & qoT fHAIT0T 7 & ¥l § 3R
SeTehl SIS 3TeTdT HIslall SehTS 6T Bl ol

A. (A) T & AfFaT (R) 30T &1
B. (A) 3 (R) &1t T & afret (R), (A) T T earear 78T ¢
C. (A) 3R (R) gt I & 31 (R), (A) & T =z g

(N

D. (A) 39T § oifehet (R) AT &

Statement |: Statutory Corporations are financed by government
grants and do not have the power to borrow money from the

public.

Statement II: Life Insurance Corporation of India (LIC) is an

example of a Statutory Corporation.

A.Statement | is incorrect and Statement Il is correct.
B.Statement | is correct and Statement Il is incorrect.
C.Both Statement | and Statement |l are incorrect.

D.Both Statement | and Statement Il are correct.

Y |: qUTfash AITAT T FATUNTOT TRARY JHefereit SarT fohar ST
& 3R 3eTeh ITH STTcT & ST 3UR ot & e =11 gleil & |

FYA |l: ARAT ShaeT AT 9137 (LIC) denfaies 913 &1 Teh
3CTE0T &
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A. FYUA | T & IR U || T g

B. %Y | TEr § 3R YT |l Irerd &

C. HYA | 3 FYA Il ST eI &1

D. &Y | 31T HUeT |l =it TET |

A Global Enterprise (MNC) is characterized by having its
headquarters in one country and operations in:

A.Only developed nations
B.Several other countries
C.Only neighboring countries

D.The domestic country only

WWW/WM(MNC)@T%@WW%%
SHhT HTATT Teh & H BIcll & 3 gHehT HuTeleT el 8

A. oo A et &
B. 5 3cg T &
C. shdof USIET 22 &

D. sharel EXe] a1 &

Public, Private and Global Enterprises -

Assertion (A): Statutory Corporations possess a high degree of

operational flexibility and financial autonomy.

Reason (R): Their finances are part of the government budget

and are subject to the same accounting and audit controls as any
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other government department.

A.Both (A) and (R) are true but (R) is not the correct explanation
of (A).

B.Both (A) and (R) are true and (R) is the correct explanation of
(A).

C.(A) is true but (R) is false.

D.(A) is false but (R) is true

ITARY (A): dTTAH AT & 91T 3Td TR F aRTeA
YISl (operational flexibility) 3R i Taraaar gl 81

FROT (R): 3AHT [T TIHRT SoIc T GEAT 81T & 3R o fonddr ofr
37T TR FAHTaT Fr aE &) @iehel (accounting) 3R 33T
for=or & 3refieT g §

A. (A) 3R (R) @<t @ ¢ et (R), (A) T TEY <arear et &1

B. (A) 3iR (R) el @ & 31K (R), (A) Fr ey sarear g1

C. (A) TcT ¢ fheT (R) 38T B

D. (A) 31T g offeheT (R) TcT &

The Government of India decided to modernize the national
highways. They partnered with 'Vikas Infra Ltd", a private firm,
where the private firm would build and operate the highway for 20
years and then transfer it back to the government. Identify the

form of organization mentioned here.

A.Statutory Corporation B.Public-Private Partnership
(PPP)
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C.Global Enterprise D.Government Company

HR TXhR & ASEI TSTATIIN o MY fehTehioT T fioTe fora|

3ogial Ueh foiail B 'Taerra swr farf@es o arer smefiery i, siar
ISl weT 20 aut & forw TsTATT @1 AT 3R Fares FEEf 3k
R 58 a9 THR 1 AT 31T | TgT 3Teaf@d e & & &
gl HIfolU|

A. denfaes e

B. ATdsifoieh-faoil (e (PPP)

C. $[HASIT 3UhA

D. TSR HYair

'‘Avni Ltd' is a business unit where the employees are recruited
and compensated according to the rules of the Union Public
Service Commission (UPSC). The unit's income is deposited
directly into the government's account. Which type of public

enterprise is 'Avni Ltd'?

A.Departmental Undertaking B.Government

Company

C.Statutory Corporation D.Joint Venture

3rafe fAfAes v Ot caraaR¥es sh1s § STel Fearal i ot
3R 3eTehT dcTel FE iteh @ 37A1eT (UPSC) o fT#T & 36TaR a3
BT & | 39 $ahTs ohl 31T T AIRR & TTd H STHT I AT & |
3ty fTfAes frg 9o T ATdsIeie 3Ushd 872

A. TaameiT 3ushsd
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B. ORI =T
C. atfees fere

D. T 3¢ (Joint Venture)

A domestic pharmaceutical company wants to expand globally
but lacks the high-end research facilities and brand recognition of
international players. What would be the most effective strategic

move for this company?

A.Request the government for a PPP model
B.Register as a Statutory Corporation

C.Enter into a Joint Venture with a foreign MNC

D.Convert into a Departmental Undertaking

Teh B¢ &aT el (pharmaceutical company) dfRger R &
TIEAR AT ATEHT &, ol fohel 3Tch T ARIASEIT HUTAAT Sl g
3T T ITTET iAW (research facilities) 31X 5Ts ggmet
TET €1 39 e F forw gad g Wi ses Fam g1am?

A. TXHR & PPP #lsel & TolT e[ dhial

B. dtnfae R9Td & T H USehIuT shdlel

C. ferdlY facgelY SERTErT =T (MNC) o |1e HgeFet 368+ (Joint
Venture) & 9aLT ST

D. fasmel 3ushar & gRafda g

A company like 'Samsung' or 'Google' operates in multiple
countries but the final decisions regarding product design and
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global strategy are taken at their headquarters. This illustrates

which feature of Global Enterprises?

HFAHIT AT TET’ ST el B 20T H H1H LA 8, Afhed 3cU1E &

fEommgeT 3R afRaeh o=l & Sf8 3ifa# AU 3o1eh FEarerT # fav
STl & | TE $FHSONT 3UshaAT (Global Enterprises) T fohdt T st
genar g?

A. STaIR f3¥AR (Market Expansion)
B. halehd fAI=0T (Centralized Control)
C. 3c4Tc dara (Product Innovation)

D. fac=iy @&meT (Foreign Collaboration)

Public, Private and Global Enterprises -

Assertion (A): A Government Company can be established
without the need for a special Act of Parliament.

Reason (R): These companies are registered under the
Companies Act and can be formed through simple registration

procedures.
A.(A) is false but (R) is true.

B.Both (A) and (R) are true and (R) is the correct explanation of
(A).

C.Both (A) and (R) are true but (R) is not the correct explanation
of (A).

D.(A) is true but (R) is false.
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HTARYA (A): T P fhdT AT 1MATATHT Hr 3MaeThdr & fo=r
off T TIHRY FHYAT T TATIAT T ST vl B

FROT (R): A aferar susir 3ifRfaas & dad gefied gl 8 3R o0
T ToiTnoT UThAT3IT o ATETH T FATIT ST TeheT &1

A. (A) 39T § feheT (R) T &

B. (A) 3iR (R) @)Xt acT & 31K (R), (A) Fr ey sarear g1

C. (A) 3R (R) &< I § offhet (R), (A) P HEY eI 78] £

D. (A) T & ofeheT (R) 370 ¢

An American soft-drink giant 'Sparkle Co.' entered the Indian
market by collaborating with a local distributor 'Desi Drinks Ltd'".
They shared resources, technology, and risks to launch a new
brand. What business arrangement does this represent?

T IARET ATFe-f5 Eaaret FU=IT 'TUehel 1" & Teh TAHT
faaer ¢4 f3ora fafAcs' & arer Hgdier i HRART TR 7 9aer
fRaT| 37gieT Ueh 13T S8 il el o [T TATEAT, dehaileh 3R
SNTEHAT &1 greT fohar| I8 fha caraar@e csgaear &1 gfafafica
AT 87

A. it feTeT (Statutory Corporation)

B. WY 3¢7A (Joint Venture)

C. Tehdl ¥1fAcT (Sole Proprietorship)
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D. TTastieteh-Toioit AfiGRT (Public-Private Partnership)

Public, Private and Global Enterprises -

Assertion (A): Global Enterprises (MNCs) are characterized by

huge financial resources and superior technology.

Reason (R): They operate through a network of branches and
subsidiaries in many countries while keeping centralized control

at the headquarters.
A.(A) is true but (R) is false.

B.Both (A) and (R) are true and (R) is the correct explanation of
(A).

C.(A) is false but (R) is true.

D.Both (A) and (R) are true but (R) is not the correct explanation
of (A).

HTAFYA (A): HHASAT 3ThAT (MNCs) T faRINdT 3oTeh o faeimer
o FaTersT 31 9gar dehsiien &1 81T & |

FROT (R): T 5 20T 7 @3 3R TgIe Hufidr o sicde &
ATETH O A I 8, STefoh HEITeRT H helehd fAI=T0T =110 T@d
gl

A. (A) T & AfheT (R) 310T &

B. (A) 3iR (R) a1t @ £ 3R (R), (A) Fr T carear g

C. (A) 31T ¢ oifehet (R) T B

Page 68 of 233




D. (A) 3R (R) @t & ¢ et (R), (A) T TEY <arear =gt &1

Public, Private and Global Enterprises -

Assertion (A): Public-Private Partnerships (PPP) are often

criticized for high user fees.

Reason (R): Private sector participation in PPP aims for profit

maximization while the public sector focuses on social welfare.
A.(A) is true but (R) is false.
B.(A) is false but (R) is true.

C.Both (A) and (R) are true but (R) is not the correct explanation
of (A).

D.Both (A) and (R) are true and (R) is the correct explanation of
(A).

ATastad, sl und FHSHT 3THA -

HAFYT (A): GraAAR-Ae HENERY (PPP) i 318X
3T 39T ek (high user fees) & T el
ST 8

HROT (R): PPP H ool 819 T HEMCRY &l 366 18T i
7R AT BIaT &, STdfh ATaoliaieh &7 &l &A1
ATATTSS HedTuT 0T AT g |

A. (A) T¢I § oIfhed (R) 3T &

B. (A) 31T & ofhet (R) AT B

C. (A) 3R (R) &=l I § aifhet (R), (A) &1 T&T amear
el &
D. (A) 3R (R) &<l @ & 31X (R), (A) I Tl SAreaT gl
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If the government wants to establish an organization for 'Atomic
Energy' where high secrecy and direct parliamentary
accountability are required, which form would be most

appropriate?
A.Statutory Corporation B.Government Company

C.Joint Venture with an MNC D.Departmental Undertaking

g TR AT Fait (Atomic Energy) & foIT wen TaT Harast
TATIAT YT ATEAT & STaT AT IMIAIdr 3R IcgeT TaeT
STATCET T 3TERTHAT 81, Tl hieT AT FI HIH STl G2

A. qerTfeieh foare
B. TR T
C. foFdT MNC & |1 TgFd 3egd

D. AT 3usha

Vidyut Urja Ltd.' is an enterprise engaged in generating
electricity. The Central Government holds 55% of the paid-up
share capital of this company. The company was registered
under the provisions of the Companies Act, 2013. Although the
company enjoys managerial autonomy, it is facing audit
objections regarding its financial transactions, and its annual

report is to be laid before both Houses of Parliament.
Questions:

1. Identify the form of public sector enterprise represented by
"Vidyut Urja Ltd.". (1 Mark)
2. State any two features of this form of enterprise as

discussed in the case above. (2 Marks)
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faega 31 faffies fostell 3cdiest # ol Ueh Shuell &1 58 sl I
ehdT AT YTl T 55% fEEAT she; TIHR & T § | =T T H=AT
JfRfaTe, 2013 & Jraenat & dgd Isilehd T I a1| Iy
HYAT Sl YR FTATIACT (managerial autonomy) 9Ted &, oA 8t
3 3191 AT e & Tae & 3Hifse 3mafady 1 Qe Har 95
ET &, 3R 5Tt arf¥e RO Tag & alell dear o e 3G STl o |

1. Taegd it fafAes’ eart yfdf= e fehy STt arel Ardsifaes
&1 & 3Uhd o T I UgdTeT hiTaT | (1 37h)

2. IWNFd ATH 7 T Y 91 7 YR & IUHH T ool &l

TAATAT3AT FT Sl HITAT| (2 37h)

The State Government of Karnataka wanted to construct a high-
speed express corridor connecting Bengaluru to a nearby
industrial hub. Due to a shortage of public funds and a lack of
specialized technology, the government entered into a 25-year
contract with 'Vikas Infrastructure Private Ltd.' under which the
private firm will design, build, and finance the highway. In return,
the private firm is allowed to collect toll charges from commuters
to recover its investment. After 25 years, the control of the

highway will be handed back to the government.
Questions:

1. Identify the collaborative business model highlighted in the
above case. (1 Mark)
. State any two reasons why the government opted for this
model instead of constructing the highway on its own. (2
Marks)
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hoilceh T Tod TIHR SaTe[e hl T & Teh 3@ areh dhg & Sigal
qTel Ueh gTS-TUIS a9y RS T AT 3T Agar 2|
ATaSTTeleh 1T T FHaAT 3R TATISe Tehetleh & 3T & HROT, THR
o ‘faehr SRR grgde fAffies' & ATy 25 ATer I Jiferer foha,
ST dgd [Asi B TR &1 f3arsa, fAaTor 3R faadyor
| Feel 3, TS ®at Y 3raer faer S ayeh & forw anfFar &
EreT Qoo aEolal T 3THTT &1 25 Tl o ST, ISTATIT T forz=oT
IO TSGR HT T 3T ST

LD

1. 39T ATHS H I@ifohd [T 31T GgARTcHS TaaT A Aisd
(collaborative business model) &t GgdTeT ShITST| (1 37h)

2. TS &1 HRUT TATST foh AXHR & Ge TSTANT STl & S 50

Aol Y FAT TAT| (2 37h)

'‘Astra Weaponry' is a production unit manufacturing advanced
equipment for the Indian Armed Forces. It operates under the
direct control and supervision of the Ministry of Defense. The
enterprise does not have a separate legal existence. Its annual
budget is sanctioned directly by the Parliament out of the
government treasury, and all its revenues are deposited directly
into the government's account. The employees working in 'Astra
Weaponry' are civil servants selected through the Union Public

Service Commission (UPSC).

Questions:

1. ldentify the form of public sector enterprise highlighted in
the case of 'Astra Weaponry'. (1 Mark)

2. Identify and explain one major limitation that such
enterprises generally face in their day-to-day operations.
(1.5 Marks)

3. Quote lines from the case indicating:
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o (a) The funding mechanism of this enterprise. (0.5
Mark)
o (b) The status of its employees. (1 Mark)

'3TEAT AU HRART UET ol & ToIT 3a7d 3YHI0T T fAAToT

a1 dTell Ueh 3cTcel SIS ¢ | Tg 8T HFATeT o Iy fag7or 3R
TAAETUT & Gl 1A Sl o | SH 3UshH ol hIg 37eTT Hlefall

A G § | SHRT AT FoTe TN Tallal T Y THE earT
Edehel TR SITAT &, 3R 38T ART Toled Y TR & Gid H AT
TR ST & | 31537 Ui & 1A T aTel HaaRY T oieh Jar
3T (UPSC) o ATETH @ e 10 Fafael daeh ¢ |

LD

1. '3TEAT AU & HATHS H Y@ ATdol{oieh &1 & 3Tshad o ®9 Sl
JgdTel hIfaTT| (1 37h)

2. UHT TRt Teh g HIAT () I Tgale R cATedT HIfST
TS GHRT ATHAT TH 3ThaT HTHAR TR 3T &feteh haehToT H I & |
(1.5 37R)

3. ATH (case) T 31 YTl Sl 36Yd (Quote) HITSTT ST G2 8-

(a) 39 39shd ST TAAUIYUT JOTTST (funding mechanism)| (0.5 37eR)

(b) 3H% FAATRAT 1 AT (status)| (1 37h)

'NovaTech Corp.' is a massive electronic conglomerate
headquartered in Seoul, South Korea. It operates a vast network
of manufacturing plants and sales offices in over 40 countries,
including India. The company uses highly advanced,
computerized machinery and invests millions of dollars annually
in its R&D centers. However, the global headquarters in Seoul
retains absolute authority over the design of products and long-

term marketing strategies. Recently, the Indian media criticized
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'NovaTech Corp.' for using highly aggressive marketing tactics to
sell expensive gadgets to teenagers while ignoring local

environmental recycling guidelines.
Questions:

. Identify the category of enterprise 'NovaTech Corp.'
belongs to. (1 Mark)

. State two features of this enterprise highlighted in the
passage. (2 Marks)

. Identify one limitation/criticism of this form of enterprise

mentioned in the case. (1 Mark)

‘wAareeh iy Ao, SfaToT SIRAT 7 HEATer arell Ueh faeiel
golarciieleh HgeT (conglomerate) Uel § | g R Higd 40 &
318 ¢aif & fafaATor §93T (manufacturing plants) 3R farghr
HIATTAT T Teh fA2ITel sicaeh TaTfeld Xdl & | el caTeeh
3etel, hecgediehel AT T 3TTIT el ¢ 3R 30T ITEeTT va
eI (R&D) dhgl H ATATAT SITET STeR T a2 FHTAT &1 gTellie,
e [eUd ARash HEaTerd & U 3cural & f3arset 3R
rerepTToleh TaUUTeT T0TEHITAT (marketing strategies) 9 qoT 38R
GRET B | 8Tel &1 A, AR A & Tyl vafarohy framsfeer
feremferéieit &1 reTeddl Xt §U ekt 1 #¥g3T o Soiat & forw
T 3TshIA TAYUTS I0TAITAAT T 3TN el & ToIT ‘Alaresh
I T AT ST Y|

YT

1. ggaTT ST o ‘Arares w1 Fg Aol & 3usher & 37d9Td 3T
gl (1 37)

2. AT H YWIhd SH 3UshHA I & [AATAT3HT T Seei@ HITHT] (2
37h)

3. ATH H 3fod@d 3T YR & 3Usha I ThdT Teh HIHAT/ T
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Fr ugare FIfSAT| (1 31)

Prior to 1991, 'Bharat Communication Ltd.' was a highly protected
public sector company with zero domestic competition. However,
under the economic reforms of 1991, the government decided to
open up the telecom sector to private players. Furthermore, the
government sold 30% of its equity shares in 'Bharat
Communication Ltd." to private financial institutions and mutual

funds to raise capital and introduce corporate discipline.
Questions:

1. Identify the specific term used for the sale of public sector
equity shares to private investors. (1 Mark)
. State the name and year of the policy under which this
initiative was taken. (1 Mark)
. Explain any two objectives the government wanted to

achieve through this equity sale. (2 Marks)

1991 F Ugel, "HRd HFgeenelel s’ U rcaftrn wXfara
Traifeleh & T =T oY, TSI IS O] FRITT e AT| gTellfeh,
1991 & 3MTeh FURT & g, PR o IR &1 (telecom
sector) & sl FUfaAT & foIT @ieter 1 AT forr| g 31aaT,
TIHR o Yol S[eTal 3N HIARE /AT ot & T 'eRe
hEgiAhele s’ & 319 30% sfeFadt A sl facia geum=t
3 FI3T el 9 U

HReT:

1. fSi faeret I Arastfae &1 & sfaradr Rt Fr fashr & forw
SEAATS fohU STt aTer TafArse ereg i ggara HIfAT| (1 37F)

2. 39 Afd &7 A1 3R I a3 fTas dgd I8 98 FI 718

oY |(137R)

3. 38 3TFael Toshl & ATETH @ TR [T &I 365l T UTed el
TATEAT AT, 3oThT SITET HITAAT | (2 37)

Aatmanirbhar Rail Gati Ltd." is an enterprise functioning under
the Ministry of Railways. The entire capital of the enterprise is

allocated out of the annual budgetary appropriations of the
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Central Government, and all revenues earned by it are directly
deposited into the government treasury. The employees of the
enterprise are civil servants, and their recruitment and service
conditions are governed by the same rules as applicable to

regular government administrative staff.

Recently, the ministry realized that due to excessive red tape,
bureaucratic delays, and a lack of political-managerial flexibility,
the enterprise was failing to implement high-speed rail technology
effectively. To resolve this, a proposal was passed in Parliament
to transition a major wing of this enterprise into a new entity. This
new entity will be established under a specific piece of legislation
passed by the Union Parliament, which will explicitly define its
operational powers, financial boundaries, and employee
regulations, thereby granting it its own separate legal identity and
complete financial autonomy to borrow funds directly from the

capital markets.
On the basis of the given case, answer the following questions:

. Identify and explain the form of public sector enterprise
under which "Aatmanirbhar Rail Gati Ltd." initially
operates. Quote a line from the text to support your
answer. (2.5 Marks)

. Identify and explain the new form of public sector
enterprise that the ministry is proposing to transition into.
Quote a line from the text to support your answer. (2.5
Marks)

. State any two limitations associated with the initial form of

public sector enterprise identified in part (1). (1 Mark)

"ITcATAIR o7 aEY AR I AFTSIT & degd H1H i
dTell Ueh 3UshA § | 3UshA T QU Yol g TR & dlieh
SoTEI 3Tdcs & ATafed T A1 &, 3R 38 ganT 3ifera
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TR T TS TIHRT Tl H STAT [ ST 81 39sH &
FHART fafaer das g, 3R 3T 7t 2T Jar e 3eei
et & arfaa gl § o Fafaa o gemafas
HAUTRET 9 AL BT &

BTeT €1 #, FATTA T TeATH §3T foh A SArerhrerereT,
SARTRTET I ST 3R TSI TIh-TSEIehIT IdTeitsT chl Shall oh
HRUT, 3YshH GIS-FUIS Yol cTeheileh shl THTAT GIT E 1] el
H Aol IGT| 38 §of el o [V, TG H T 3UshH o Ueh §3
T I U A3 ShIS H dGolel bl YEATd IR [hdT IAT| TG
(legislation) & dgd TATTUT T ST, ST ST IRATAT
fFaar, faxiar SAT3iT 3R waary AfaaAt #r s 7 F
aferTee &al, Tad 38 3r9el 316197 Shisfelt Igaret 3R qoit
STSRT & e €T 3UR ofet T T i Faremrdr sred grefr
T v A & YR W, ArAfaf@d yeat & 39 Qo
1. TTaTTeleh &7 oh 3Uh# o 39 &Y hl JgdTel Shifoll 3
AT HITAT Tordreh TEcd "IHTcATAIR Yot MY fafAes” &
H HIH FLAT & | T 3K o THAT H U1 (text) T Teh Gierd
3¢y HITST| (2.5 37h)

2. AT &1 & 3Yshel & 3 T & T gl Hhifav 3R
SATET HITAT THTH HITTT S Feole) T GEATT T T ¢
39 3R o FHY H 416 § Ueh Yidhdl 3¢l HIToC| (2.5
37h)

3. 19T (1) 3 UgHTeT IV HIoTfeleh &1 & 3Ushe o BIMTcll
&G 8 ST feheet al HIATAT (RTAT) &1 Seole HIfTT] (1
3ieh)

"Veda Cosmetics Ltd." is a highly successful domestic company
based in Mumbai, known for manufacturing organic skincare
products using traditional Indian herbs. Seeking to expand its
footprints globally and gain instant access to world-class
research facilities, advanced chemical synthesis techniques, and
established international marketing networks, the management

decided to enter into a strategic partnership with "Glow Sphere
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Corp.", a global corporate giant headquartered in New York.

Under this mutual agreement, both companies decided to pool
their resources, capital, risks, and operational expertise to
construct a massive, state-of-the-art production plant in Gujarat.
For this purpose, a brand new enterprise named "Veda-Glow
Organics Private Limited" was registered under the Companies
Act, 2013, with both parent companies holding a 50:50 equity
stake in it. The new entity will utilize the extensive distribution
channels of Veda Cosmetics in India while deploying the cutting-

edge manufacturing technology provided by Glow Sphere Corp.
On the basis of the given case, answer the following questions:

1. Identify and explain the type of business alliance formed
between "Veda Cosmetics Ltd." and "Glow Sphere Corp."
Quote a line from the text to support your answer. (2.5
Marks)

. Identify the specific category/type of this alliance based on
how it was formed. Justify your answer. (1.5 Marks)

. Explain any two major benefits that the domestic company
("Veda Cosmetics Ltd.") will derive from this strategic

alliance. (2 Marks)

"deT iR TfAes" Hag # TEId Ueh Jcaftieh el o]
ST 3cUTG (organic skincare products) S1Tel o felT STAT ST
¢ AT TR I =N ggarel Fere 3R faed Tl sregaem
GIAEn3il, 3eeTd TEATAS TRATOT Feheitehl IR FAAT HARSET
faTUTeT Aeadh deh I IgT ITed He & 36T , o o ~ghlh
H FEITeIT dlel Teh dTRaeh hidRe fE7arst "aoil THIIRX Hid" & a1y
Teh (0TI Tdoh ATHGRT el T 10Ty fora|

58 UREIRE THASAT & Ted, el hufardl ol IoRTd H Teh faRTe,
ATy 3cTesT 637 & A#AToT & forw et wame, gaf,
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ANTEHAT 3R aRETeT [T S AT 6T 1 Aol foram| s
3¢ced & forw, uett 3ifafaa#, 2013 & dgd "dgr-aar 3ifeffasa
grsde fafAes” oATH @ Teh el 73T 3UhA GoiTehel fenam ar,
S| &t 7o (parent) &ufaat dr 50:50 Fr sfaradt fFeder |
TS SIS AR H AT PIEATCFT & AT AT AAal T ITAET
3N, SR Telt THRR FIT @RI el T 315 AT faeh fafasor
dhaileh dhl elTc healT |

T v AT F IR ), fAFfaf@d weat F 3ax dfav:

1. "deT preAfeay fafaes” 3R vl THIR H1I" & &I 5o
SIaATI 3T (business alliance) & YR T GgdTel shiTolT
3R AT HITAT| 39 3T & FAAT # 916 & Teh Ul 3¢y
FfSTl (2.5 31)

2. 3T&sT oh dIeh oh MR W 5 IT6aYeT i afrse Jufi/ger Fr
TgTe PAT| 3191 3T AT g (justify) FTITI (1.5 3ieh)

3. 39 WA I T Tel YA ("dar hrenfead fafAes”)
e aTel fohegl & FE FTeit hr aTEar HITST| (2 37h)
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ANSWER KEY

ANSWER

D.Departmental Undertaking

A. A Special Act of Parliament
Statutory Corporations are created by special legislation that defines their
powers, functions, and rules.

D 51

D. Civil Servants

C. Both Statement | and Statement |l are correct.

Statement | defines a government company capital requirement, and
Statement Il correctly identifies that their staff are not government
employees (civil servants).

C.Disinvestment
Disinvestment is the process of selling public sector equity to private
investors or the public.

A.Red Tapism and Bureaucracy
Being part of the government machinery, they often suffer from delayed
decision-making and strict adherence to rigid rules.

C.Both (A) and (R) are true and (R) is the correct explanation of (A).
Departmental undertakings are directly under the ministry, ensuring high
secrecy and government control, which is vital for national security.

A.Statement | is incorrect and Statement Il is correct.
Statutory corporations have the power to borrow and are not limited to
just grants. LIC is a classic example.

B.Several other countries
MNCs carry out business operations through branches or subsidiaries in
multiple nations across the globe.

C.(A) is true but (R) is false.

Statutory corporations are independent bodies created by an Act; they
have financial autonomy and are not funded directly through the budget
like departmental undertakings.

B.Public-Private Partnership (PPP)
The scenario describes a typical PPP model (Build-Operate-Transfer) for
infrastructure development.

A.Departmental Undertaking
Direct government staffing (civil servants) and revenue deposition into the
treasury are hallmarks of departmental undertakings.

C.Enter into a Joint Venture with a foreign MNC
A Joint Venture allows the local firm to leverage the foreign partner's
technology, R&D, and global brand.

Centralized Control
MNCs typically maintain control over core strategies and designs at their
home-country headquarters.
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B.Both (A) and (R) are true and (R) is the correct explanation of (A).
Unlike Statutory Corporations, Government Companies are governed by
the Companies Act, allowing for easier formation through registration.

B.Joint Venture
A Joint Venture involves two or more firms (foreign and local) pooling

D.Both (A) and (R) are true but (R) is not the correct explanation of (A).
Both are distinct key features of MNCs: their resource/tech base and their
global operational structure with centralized control.

D.Both (A) and (R) are true and (R) is the correct explanation of (A).
The conflict between private profit motive and public service often results
in higher costs for the end-user in PPP models.

Departmental Undertaking
This form ensures direct ministerial control and maximum secrecy,
making it ideal for defense and atomic energy.

The form of public sector enterprise is a Government Company. (1
Mark)

(Note: It is registered under the Companies Act and has more than
51% government-held capital).

Two features highlighted in the case: (1 Mark per correct feature)

1. Registration: It is registered under the provisions of the
Companies Act (2013).

2. Government Shareholding: The government holds at least
51% of the paid-up share capital (55% in this case).

3. Accountability: Its annual report is presented before the
Parliament.

The collaborative business model highlighted is a Public-Private
Partnership (PPP). (1 Mark)

Answer 2: Reasons why the government opted for this model: (1
Mark per valid reason)

1. Access to Private Capital: The government had a
shortage of public funds, so PPP allowed private financing
of public infrastructure.

. Access to Expertise and Technology: The private partner
('Vikas Infrastructure') brought in specialized design and
technology that the government lacked.

. Risk Sharing: Construction, financial, and operational risks
are shared between the public and private parties. (Any two
reasons are acceptable)

The form of public sector enterprise is a Departmental
Undertaking. (1 Mark)

Answer 2: Limitation (Red Tapism / Bureaucracy / Lack of
Autonomy):
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o Explanation: These undertakings suffer from excessive
political interference and red tape. Decisions must go
through a long chain of bureaucratic channels, leading to
delays and a lack of quick, professional decision-making.
(1.5 Marks)

Answer 3: Quoting lines from the text:

o (a) Funding Mechanism: "lts annual budget is sanctioned
directly by the Parliament out of the government treasury..."
(0.5 Mark)

(b) Status of Employees: "The employees working in
‘Astra Weaponry' are civil servants selected through the
Union Public Service Commission (UPSC)." (1 Mark)

NovaTech Corp.' is a Global Enterprise / Multinational
Corporation (MNC). (1 Mark)

Answer 2: Two features of MNCs highlighted in the case: (1 Mark
per feature)

1. Centralized Control: "the global headquarters in Seoul
retains absolute authority over the design of products and
long-term marketing strategies."

2. Advanced Technology / R&D investment: "The company
uses highly advanced, computerized machinery and invests
millions of dollars annually in its R&D centers."”

. International Operations: "/t operates a vast network of
manufacturing plants and sales offices in over 40
countries..." (Any two features with appropriate
quotes/explanations are acceptable)

Answer 3: One limitation/criticism highlighted in the case:

o Prioritizing Profit Over Host Country Needs: They may
use aggressive marketing strategies or ignore local
environmental regulations (e.g., ignoring local
environmental recycling guidelines). (1 Mark)

Answer 1: The term used is Disinvestment. (1 Mark)
Answer 2: Industrial Policy Resolution, 1991 (or New Economic
Policy, $1991$). (1 Mark)
Answer 3: Two objectives of disinvestment: (1 Mark per objective)
1. Improving Public Finance: To raise financial resources for
the government to invest in social infrastructure like health
and education.

. Enhancing Efficiency: To introduce corporate discipline
and private sector managerial practices into public
enterprises.

. Reducing Fiscal Burden: To reduce the government's
financial liability in managing non-strategic loss-making
businesses. (Any two objectives are acceptable)
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Initial Form: Departmental Undertaking

Line Quote: "The entire capital of the enterprise is allocated
out of the annual budgetary appropriations of the Central
Government..." (or "functioning under the Ministry of
Railways").

Explanation: It is the oldest and most traditional form of public
enterprise. It functions directly as an extension or an integral
department of a specific government ministry and does not
possess a separate legal entity.

Proposed Form: Statutory Corporation (or Public Corporation)

Line Quote: "...this new entity will be established under a
specific piece of legislation passed by the Union
Parliament..."

Explanation: A Statutory Corporation is a body corporate
brought into existence by a Special Act of Parliament. The Act
explicitly defines its powers, privileges, duties, and pattern of
management, making it financially independent with a
separate legal status.

Limitations of Departmental Undertakings (Any Two):

1. Lack of Flexibility: They suffer from strict departmental
rules, reducing the operational flexibility necessary for modern
commercial operations.

2. Red Tapism & Bureaucracy: Decisions are delayed due to
the long chain of administrative approvals and procedural
formalities.

3. Political Interference: Direct ministerial oversight leads to
constant political intervention in daily management.

Joint Venture

Line Quote: "Under this mutual agreement, both companies decided to
pool their resources, capital, risks, and operational expertise..."

Explanation: A Joint Venture is a strategic business alliance where two or
more independent business entities come together to contribute capital
and share risks, rewards, and control to achieve a specific long-term
commercial goal.

Equity-Based Joint Venture:- The text clearly mentions that "a brand new
enterprise named 'Veda-Glow Organics Private Limited' was registered
under the Companies Act, 2013..." and that they are holding a 50:50
equity stake. Since a completely separate, new legal entity is jointly
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created and co-owned by both corporations, it falls strictly under an
Equity-Based Joint Venture (unlike a Contractual Joint Venture).

Benefits to Veda Cosmetics Ltd. (Any Two):

1. Access to Advanced Technology: Partnering with a global giant
provides the domestic firm with advanced manufacturing and chemical
synthesis techniques, improving product quality and cost efficiency.

2. Innovation and Research: It gains immediate access to international-
standard R&D facilities to continuously innovate its product lineup.

3. Reduction in Risk & Costs: Capital investments, production expenses,
and potential market risks are divided equally between the two firms,
reducing the financial strain on the domestic company.
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CHAPTER 4 - BUSINESS SERVICES

I. Nature and Characteristics of Services

Services are separately identifiable, essentially intangible economic activities that

provide satisfaction of wants and involve interaction between the provider and

consumer.

The Five ‘I's of Services
Intangibility: Services cannot be touched or tasted; they are experiential.
Inconsistency: No standard tangible product exists; services are performed
exclusively for different customer demands.
Inseparability: Production and consumption occur simultaneously.
Inventory (Less): Services are perishable and cannot be stored for future
use.
Involvement: Customers participate in the service delivery process.

Il. Classification of Services

« Business Services: Used by enterprises to conduct activities (e.g., Banking,

Insurance, Transport).
Social Services: Provided voluntarily to achieve social goals (e.g., health
care by NGOs).
Personal Services: Experienced differently by every customer (e.g., tourism,
restaurants).

lll. Banking Services

Banking involves accepting deposits from the public for lending or investment.

Types of Banks

1. Commercial Banks: Deal in money under the Banking Regulation Act 1949

(Public or Private sector).

. Cooperative Banks: Provide cheap credit to members, primarily for
rural/agricultural needs.

. Specialised Banks: Focus on specific areas like foreign exchange or
industrial development.

. Central Bank: Regulates all commercial banks in the country (e.g., Reserve
Bank of India).

e-Banking
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Electronic banking allows transactions via the internet, including ATMs, Credit

Cards, NEFT, and RTGS. It offers 24/7 service, digital transparency, and reduced

load on physical bank branches.

IV. Insurance

Insurance is a contract where the insurer agrees to compensate the insured for a

loss in return for a premium.

Fundamental Principles

Utmost Good Faith: Both parties must disclose all material facts.
Insurable Interest: The insured must have a pecuniary (financial) interest in
the subject matter.

Indemnity: The insurer compensates for the actual loss to return the insured
to their original position (not applicable to life insurance).

Proximate Cause: Compensation is paid only if the loss is caused by a peril
stated in the policy.

Subrogation: After settlement, the right of ownership of damaged property
passes to the insurer.

Contribution: Multiple insurers share the loss in proportion to the amount
assured.

Mitigation: The insured must take steps to minimize the loss.

Types of Insurance

Life Insurance: Provides family protection for death or old age; acts as both
protection and investment.

Fire Insurance: Covers loss or damage caused by fire for a specified period.
Marine Insurance: Protects against marine perils affecting the ship (hull),
cargo, or freight.

Others: Health, Motor Vehicle, Burglary, Cattle, and Crop insurance.

V. Postal Services

postal services in India are managed by the Indian Post and Telegraph Department,

which divides the country into 22 postal circles to oversee day-to-day operations.

These services are categorized into several key areas:
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1. Main Facility Categories
« Financial Facilities: Post offices offer various savings schemes such as the

Public Provident Fund (PPF), Kisan Vikas Patra, and National Saving
Certificates. They also perform retail banking functions including monthly
income schemes, recurring deposits, and money order facilities.
Mail Facilities: This includes parcel transmission, registration for security,
and insurance coverage for risks during transmission.

2. Specialized and Allied Services

The department provides several innovative and essential business-related facilities:
Speed Post: A high-speed delivery service with over 1,000 destinations in
India and links to 97 countries.
Direct Post: Used for both addressed and unaddressed direct advertising.
Media Post: Allows corporations to advertise brands through postcards,
envelopes, and letterboxes.
e-bill Post: A service for collecting bill payments across the counter for
providers like BSNL and Bharti Airtel.
Passport Facilities: A partnership with the Ministry of External Affairs to
facilitate passport applications.
International Money Transfer: A collaboration with Western Union that
enables money remittances from 185 countries to India.
Greeting Post: A range of greeting cards available for various occasions.

EXERCISE

Questions

A customer visits a salon for a haircut. They experience the service but
cannot take the "act of cutting" home, only its effect. This illustrates:
a) Inconsistency

b) Intangibility

d) Inseparability

)
c) Inventory
)

Page 87 of 233




THh U ST hedH o ol A SIIdl & | 98 Hal DI 3IHd Bl § o
ST DI o1 fohdl” Y OR g1 o Sl Jobell, Hadl S YU I o Sff

I dl g | U8 ST 8;

3) fagmfa (Inconsistency)

) 3T (Intangibility)

) g-d¢t (Inventory)

Q) SMYFAT (Inseparability)

Mobile service providers often alter their offers to meet the specific
demands of different customers. Which characteristic of services does
this represent?

a) Inconsistency

b) Intangibility

c) Involvement

d) Inseparability

AT d T USTdl SRR 3{T-3eT ATgeh! B [T Tl &bl RT A &
foTT 319 TRl & dGdrd Rd 6 | 98 Harsdl 3t fy favwar &1 ufaffra
T 82

3) fagmfa (Inconsistency)

) 3T (Intangibility)
R3)) UaRt (Involvement)
Q) SMYFAT (Inseparability)

Why is the interaction with an ATM considered a service despite the lack
of a human clerk?

a) It is a tangible product.

b) It can be stored for later use.

c) The presence and interaction of the customer are still required.

d) It is a social service.

d& a0 DI IARYTT & FTaclg USITH (ATM) & 1Y SIdaid &1 T adl
& [T ST 87

31) T8 U ¥l SIS g

9) 39 91 # IUAT & for Tl foran <1 spar g
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) 399 3yt 1 UTew &t IufRUTT 3R STaiid &t aRTdHdl Bl 5|
) I8 Ue IS a1 2|

A railway journey is only experienced when the train is provided and
cannot be stored for a later date. This refers to the feature of:

a) Inconsistency

b) Involvement

c¢) Inventory (Less)

d) Intangibility

T AT BT 3G had aut fa1 ST 9T § o/ ¢ SUasy H1s oY 3R
S 91 1 ARG & forT GURHa a1 fobarn o wohdl 5| I8 by faivdr &t
efifd w1 57

3) fognfa (Inconsistency)

q) UTaRt (Involvement)

) $-dcl T YT (Inventory Less)

) 3T (Intangibility)

Which type of service is experienced differently by every customer

based on their preferences, such as tourism or restaurants?
a) Business Services

b) Social Services

c) Personal Services

d) Public Services

fhd THR D1 YdT BT U B UED GRI IAD! UG o YR TR 3{TT-
3T T ST &, oI o TideT a1 Xl

3) ARG JaTd

&) TS JaTd

) SafadTTd Va1l (Personal Services)

<) Fdoifeh Hamd

A banking company in India is primarily defined by which activity?
a) Selling insurance policies.
b) Accepting deposits for the purpose of lending or investment.

¢) Manufacturing currency notes.
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d) Managing postal circles.

HRA § U ST Hot o) g1 w0 ¥ foq nifafafdr grr afvyia fasan man
8?

31) ST ifeRr S|

§) BT ¢4 7 A= & =T T a1 H THT WHR HRAT|

) g e B9

3) S1% Tihal &l e BT

Which type of bank is governed by the State Cooperative Societies Act
and provides cheap credit to its members?

a) Commercial Banks

b) Cooperative Banks

c) Specialised Banks

d) Central Bank

g YR & S o GehR! IS e gr1 Iiid gid § iR oma
TSl &l IXAT U1 Ye HId 872

31) A o

o) TEDHRI d& (Cooperative Banks)
) fafkiy o
HEERERY

The Reserve Bank of India acts as a government banker and regulates

the currency and credit policies of the country. It is a:
a) Public Sector Bank

b) Central Bank

c) Specialised Bank

d) Private Sector Bank

YR ¥old S (RBI) TRBRT §BR P Y H B Bl § 3R SV DI HaT
3R 01 At B Fafa sra1 21 98 T 7

31) Tl & P db

§) HolI dF (Central Bank)

T) faftry 9o

) ol & BT d&
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A businessman who needs to withdraw money frequently and requires
an overdraft facility would typically open a:

a) Savings Account

b) Current Account

c) Fixed Deposit Account

d) Recurring Deposit Account

T HaHr| oY SR-aR U1 FTem 3T SR il § 3R 39
SRS AU BT SMAIAHT 81! €, I8 AHHAR TR DI AT Wl W
) ddd dIdl (Savings Account)

o) dIc] 9IdTl (Current Account)

) TIafY ST W1l (Fixed Deposit)

) 3{Ta! STHT [Tl (Recurring Deposit)

Which bank function allows for the inexpensive medium of exchange
through bearer or crossed documents?

a) Remittance of funds

b) Lending of funds

c) Cheque facility

d) Allied services

& BT D I S aIgdh T 3QiTchd Gedrasl o HIeqd I faf g o1 I
HIH Ue™ Bl 52

31) ¢ BT UNUT (Remittance)

) 4 IYR T

) d& P GIaUT (Cheque Facility)

) Heg gard

E-Banking benefits banks by allowing them to reduce the load on
physical branches through:
a) Higher transaction costs.

b) A centralized database for accounting functions.

)
¢) Requiring more human operators.
)

d) Limiting the network to branch walls.

3-SfhTT (e-Banking) S&b! &Y Hifdd TRATSH TR HR &HH 61 H A Hat
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g

37) 3 de dNTd gRI|

9) IEieh BT & 7Y Teh heilpd ST Rl
) 3HfePH A 3O B HaLIHdl gRI|

&) Acadh ol XA BI GIaR| db HHHd HRab |

In an insurance contract, the firm which insures the risk of loss is known
as the:

a) Insured

b) Insurer/Underwriter

c) Beneficiary

d) Policyholder

ot srgay |, S H |1 & SRaH &7 1|1 ol 8, 39 a1 el SIrdl 872
37) A (Insured)

q) é’lﬂmﬁ/ﬁ’ﬂﬂm (Insurer/Underwriter)

) ArHrff

Q) UIfere RS

Which principle of insurance requires the insured to disclose all material

facts accurately?
a) Utmost Good Faith
b) Indemnity

¢) Subrogation

d) Mitigation

&A1 &1 ®F 1 Rigid difta fad & 31t Agayef 9t & 9ds = 3
Uehe B I MALH T TR I ol 82

37) IRY FigyR (Utmost Good Faith)

) &fagf (Indemnity)

) PIREI| ] (Subrogation)

Q) 1 &H AT (Mitigation)

The requirement that an insured must suffer financially on the happening
of an event is known as:

a) Proximate Cause
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b) Insurable Interest
c¢) Contribution

d) Indemnity
g Il for Afid afa &1 fpdt g & gfed g W fadia g1fy

B! =R, T gl 82

3) fAwcaq HsRul (Proximate Cause)
q) SR fgd (Insurable Interest)
) 3IRIGH (Contribution)

) &‘IﬁQﬁ (Indemnity)

Why is the principle of Indemnity not applicable to life insurance? a) Life
insurance is too expensive. b) The life of a human being cannot be
measured in money. d) It is a social security scheme. d) It only covers
accidental death.

aifergfef o1 Ryl Sha e W Ay ot =&t gl 872

3f) Sfa o191 9gd He g

§) A4 Siia- & Jed $I 4= § Tg1 71 off bl ¢ |

) U8 U JIHIOTD YRET T ¢ |
) T8 $ad ATHR/IH TG B! B BT g

If a person recovers a stolen car after the insurance company has

already settled the claim, the ownership of the car passes to the insurer.
This is:

a) Contribution

b) Subrogation

c) Mitigation

d) Proximate Cause

e AT HU- gRT GId BT FUSH #3- & §16 IR g8 HR SRIHG 81 o]

g, Al BR &1 WIH@ S & U Il ol ¢ | T8 &
3f) 3G (Contribution)

d) PIREI e (Subrogation)

) g HH &A1 (Mitigation)

Q) A cad ®RUT (Proximate Cause)
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A policy taken by a person for their children to meet the expenses of
education or marriage is a:

a) Whole Life Policy

b) Children’s Endowment Policy

c) Annuity Policy

d) Joint Life Policy

3T =t 1 R1eq a1 faare & wdf &1 R B & o [t safda grr ot
TS UTferT o1 &1 gd 672

31) 3Toita oA iferdt

§) Sl ! dalail diferdt (Children’s Endowment Policy)

) ISt Tifert (Annuity Policy)

Q) Tgad Sita diferet

Which insurance type usually covers risk for only one year and must be
renewed?

a) Life Insurance

b) Fire Insurance

c) Whole Life Policy

d) Annuity Policy

ford YR BT 1T STHAR R Had T ay o (o SHIGH BT HaR Bl §
3R 3 YHI-IHY R AP d BT USdT 82

31) Sita- oA

d) Y o (Fire Insurance)

) 3fToita- oTAT giferdt

T) ATt gifer

The Pradhan Mantri Suraksha Bima Yojana offers accidental and
disability cover of Rs. 2 lakh for an annual premium of:

a) Rs. 330

b) Rs. 12

¢) Rs. 500

d) Rs. 100

TYTTHAT JRET ST AT 12 I o TN TiH W 2 T 39 &1
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THRAD R [THATTAT HAR U Bl ¢
37) 330 30

§) 12 30

) 500 $9Y

3) 100 T9Y

The Indian Postal Department provides financial facilities through
schemes like:

a) Public Provident Fund (PPF)

b) Cellular Mobile Services

c) DTH Services

d) Marine Insurance

YRATT ST fUTT {5 aiermett & arens @ fa<it gfaumd ue ordr g2
3) grdsifAe Hiass Y (PPF)

§) IR Hiasd Jand

%) SIdITe (DTH) Hard

<) Tl St

Distinguish between services and goods based on "Nature" and

"Inconsistency."

T SR TR B oo X datalt ok gl 3 S ofeR W AR

Briefly explain the importance of "Involvement" in the delivery of

services.

Jaraff & faavor & "HRTER" (Involvement) & Agd &1 T&d H T |

Discuss the primary functions of commercial banks regarding deposits

and lending.

SHT 3R U1 & ey A a1ioud sbi & Urufiies wrif &t T=i HY |

Compare the requirement of "Insurable Interest" in Life, Fire, and Marine

insurance.

ofigq, i SR i:lﬂff ¥ e fga (Insurable Interest) ot
ARGl B! AT DA |

Explain the financial and mail facilities provided by the Indian Postal

Department.
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YRA STd [AURT R UaM &t o arell o 3R ST Jfaursii ot
RAT X |

Explain the "Five Is" that define the nature of services.
Ja1sii B Upia B TRHINT S aredl Ui 318" (5 Is) B AReAT B |

Describe the principles of Indemnity, Proximate Cause, Contribution, and

Mitigation in insurance.

diar & efagfd, Fdead &Rl $iREH 3R g1 &0 &1 & RAGidl &1
qu B

Answer

Part A: MCQ Answers

Answer Q.No.
1
12
13
14
15
16
17
18
19
20

°

oloNoaalwN=aZ

O™ TTOIOIO>T

Q|T|C|T|T|T|C | |T|T

-
o

Hints
21. Distinguish between Services and Goods R?IHT\Q' (Services) GﬁWﬁ (Goods) HIIR

| Basis | Services [ Goods

Tangible and can be seen and
touched.

Nature Intangible and cannot be touched.

Quality varies depending on the ||Quality remains largely uniform
provider and customer interaction.|due to standardized production.

Inconsistency

22. Importance of Involvement

Customer involvement is essential because services are produced and consumed
simultaneously. Customer participation influences the quality and effectiveness of
services such as banking, education and healthcare.
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23. Functions of Commercial Banks

Commercial banks accept deposits through savings, current, fixed and recurring
deposit accounts. They use these funds to provide loans and advances such as cash
credit, overdrafts and term loans, thereby promoting trade and economic
development.

24. Insurable Interest

Type of

Requirement of Insurable Interest
Insurance

\Life Insurance \Must exist at the time of taking the policy.

Must exist both at the time of taking the policy and at the time of
loss.

Fire Insurance

\Marine InsuranceHMust exist only at the time of loss.

5. Indian Postal Department Facilities

The Postal Department provides mail services like Speed Post, Registered Post and
Parcel Post. It also offers financial services such as Savings Accounts, PPF,
Sukanya Samriddhi, Recurring Deposits, Postal Life Insurance and money transfer
services.

26. Five ‘I's of Services

The Five Is are Intangibility, Inconsistency, Inseparability, Inventory
(Perishability/Lack of Inventory) and Involvement. These characteristics distinguish
services from goods and make service delivery dependent on customer participation
and timely consumption.

27. Principles of Insurance

Indemnity: Compensation equals actual loss.
Proximate Cause: Claim is based on the immediate cause of loss.
Contribution: Multiple insurers share the loss proportionately.
Mitigation: The insured must take reasonable steps to minimize further loss.
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Chapter- 5 Emerging Modes of Business

E-Business

Electronic Business (E-Business) refers to the conduct of business processes on the

internet. It is not just about buying and selling products (E-commerce) but also includes

servicing customers, collaborating with business partners, and conducting electronic

transactions within an organization.

1. Concept E-business involves using information and communication technologies (ICT) to

support all the activities of a business. This includes web-based interaction with remote

suppliers, online processing of orders, and digital customer service.

2. Scope

The scope of e-business is broad and can be categorized into four main directions:

B2B (Business-to-Business): Transactions between two businesses (e.g., a
manufacturer and a wholesaler).

B2C (Business-to-Consumer): Transactions between a business and the end
consumer (e.g., Amazon, Flip kart).

C2C (Consumer-to-Consumer): Transactions between two consumers (e.g., selling
used goods on OLX or eBay).

Intra-B (Intra-Business): Transactions and communication within a single business

using an internal network (e.g., HR communicating with employees).

3. Benefits Ease of Formation: It is much easier to start an e-business than a traditional

physical store.

Global Reach: Business is not limited by boundaries; you can sell to anyone,
anywhere.

Lower Cost: No need for expensive showrooms or large staff, reducing overheads.

24/7 Availability: E-business never sleeps. Customers can shop at any time of the

day or night.

Q.No./
T ..

Question/9sT Marks/
3

A company uses an online portal to manage inventory, supplier
communication, and customer orders. This is best described as:

A. E-commerce

B. E-business

C. Traditional business

D. Retailing
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Teh &HUAl Fededl, ol &HFgfAehee AR amges 3T &

3ifeTermgsT dicel § HeloT FXcr &1 TE FhEahT 3GTeX0T 872
A S-FIAY

B. $-fasire

C. YRUReF gaary

D. Referar

Which activity is NOT typically included in e-business?
A. Online customer support

B. Electronic fund transfer

C. Physical face-to-face bargaining only

D. Supply chain management systems

ffafaa & o sla-ar ool aweaa: Seea & affa
el Breir?

A. 3TTTSeT ATgeh TETIdT

B. gelaCIf-ieh B3 THTT

C. hdel HA-HHA FicaTail

D. FCATS A HoHe

Which statement best differentiates e-business from e-commerce?
A. E-commerce includes all business processes

B. E-business is limited to buying and selling

C. E-business includes internal and external processes

D. Both are identical

s-fooed 3R s-FlAT 7 T FR F1 &7

A. S-HIAT T IR gfspamy nfFer aar &

B. §-faoiare dhaer Tlie-fadhr a& difaa §

C. $-fae=d 3ndRe 3R el wfskae enfier &¥ar §
D. il HAT &
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A company using cloud-based accounting software demonstrates:
A. Narrow scope of e-business

B. Expanded scope of e-business

C. No relation to e-business

D. Only e-commerce
FATSS-IMATRT IHT3TEIT TIFedTX ST 3UANT FAT G2ATAT &7

A. 3o &1 difAd g=Rr
B. $-foeieie &1 faeqe ar—r
C.3- ol g ¥ FIS TIY 14T

D. 3hdel S-HIAY

A business reduces costs by automating billing and inventory. This
shows:

A. Inefficiency

B. Cost reduction benefit

C. Legal compliance

D. Traditional advantage

fafoer 3R sededY AT @ T HF g Far gATar &7

A. &THAT

B. oITITd H AT T oITH

X GGIERGEIEE
N )

D. YR9R& o

24/7 availability of services in e-business leads to:
A. Reduced flexibility

B. Increased customer convenience

C. Higher manual effort

D. Limited sales

S-991E H 24/7 QAT 39T ST GRUMH FIT 72

A. H oY

B. Mg Hiaem H Jefer
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C. 31Tt FAgarer
D. WA fashr

Which benefit is reflected when customers receive personalized product
suggestions?

A. Standardization

B. Mass production

C. Customization

D. Manual processing

Mgl T ATFAIT FSITd el foheen 3eTeor g2
A. FTeTehThIOT
B. AT WSaAT

C. HECATSHLUA
D. HeJ3rel WrATEaT

A retailer expands internationally without opening physical stores. Which
benefit is highlighted?

A. High infrastructure cost

B. Global reach

C. Limited market

D. Reduced access

foer #Hifde TR & IS faear g omsT &1 gritaT &2
A. 318 SIaTd
B. 3R wga
C. fifAd seiR

D.wqg;%r

A company uses catboats for instant customer queries. This improves:
A. Production

B. Customer service

C. Transportation

D. Manufacturing
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dedicd F 39ANT fohd g FerdT 872
A. 3cdTesT

B. ATk {dT

C. URageT

D. faATor

A platform connecting freelancers with clients globally demonstrates:
A. Offline trade

B. Narrow market

C. Digital marketplace scope

D. Manual networking

HreaT 3R FSe A SIS dTell Solehid FAT &20Tdar 72

A. 3iTHeTSsT SR
B. fifAd so}
c. 3fScar Arhecerd &1 g

D. HeI3Tel Acafeer

Why is e-business considered broader than e-commerce?
A. It includes only buying

B. It includes all digital business processes

C. It excludes sales

D. It focuses only on marketing

S-f9od FI S-FFET T 93T FAT AAT AT 872
A. &hdel TG AAST §

B. g3l BfScer carar ufard enfaer §

C. foshr enfaer =187 &

D. hdel AT

If a company improves decision-making using real-time data, this
reflects:

A. Scope limitation
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B. Strategic benefit
C. Legal issue

D. Manual dependency

RIcr-ersd 31 @ AU o @7 geifdr &2
A. AT
B. {0TeiTdeh olTs

C. qn|o1(\o1“| AL

D. #og3rer foreiar

Which factor is most critical for successful e-business implementation?
A. Ignoring technology

B. Strong IT infrastructure

C. Manual records only

D. No internet access

S-Toofed & TIT §el HAgeaqor T 872

A. dhsileh T AT el

B. AT IT IR
C. shael HI3TeT Repis
D. 3eIeIC A6l 8T

Match the following:

Column -l Column -l

a) Online tax filing (i) B2C

b) Amazon purchase (i) G2C

(
(
(c) Supplier portal (iii) B2B
(d) OLX selling (iv) C2C

[GRIGEII L

FloTH-| FTTH-I

(a) 3TTATSACFIRIS folal (i) B2C

(b) ITASTAEIG (i) G2C

(c) HeATIRUTES (iii) B2B

(d) OLX feshr (iv) C2C
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A (@)}, (0)(1). ()i, (d)~( ()
B. (a)-~(i), (b)(i), ()i, (d)- (V)
C. (a)i), (b)), (c)ii), (d)- (iv)
D. (a)-(ii). (b)~(iv). (c)~(i). (d)- (i)

Which scenario best shows integration in e-business?
A. Separate manual departments

B. Disconnected systems

C. Unified digital system linking all functions

D. Paper-based reporting
oo d # THIEIOT AT TaT 36807 FAT §7?

A. 3TcI9T-37eleT :ﬁ?oraa?-r IGEIEL

B. 31HecY faeeH
c. gt srat &1 BfSeca vdhieor
D. &ETeT Raféar

Switching from paper invoices to digital invoices reduces:
A. Speed

B. Costs and errors

C. Customer base

D. Sales

BfSeer saaisw & Far FA gar g2
A. 3T

B. &I 3R Ffear

C. UATgeh HEAT

D. fShr

Assertion (A): E-commerce cannot exist without e-business.
Reason(R): E-business includes buying and selling activities.
Choose the correct option:

A. Both A and R are true, but R is the correct explanation of A

B. Both A and R are true, but R is NOT the correct explanation of A
C. Ais true, but R is false

D. Ais false, but R is true
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A SHAEE T SoE & aHd 7@ B
R &-Rore & wle-Rr o

el fasheT g

A FUA (A) 3R FROT (R) Al I §, IR R, A T cgrer
T Bl

B. &UA (A) 3R FROT (R) gleil I g, oifhed R, AT TE cIr&am
Tl T B

C.FUA (A) T &, Afhad HROT (R) 30T B

D. U (A) 3T &, Afched HROT (R) T B

Assertion (A): B2B transactions are part of the scope of e-business.
Reason(R): E-business includes interactions between different business
entities.

Choose the correct option:

A. Both A and R are true, but R is the correct explanation of A

B. Both A and R are true, but R is NOT the correct explanation of A

C. Ais true, but R is false

D. Ais false, but R is true

A: B2B §-faereie @1 fea &

R: 3-fooag fafiee cuaamt & g g9y afde & gl

el fashed gT:

A. FTT (A) 3R FROT (R) ST TT &, IR R, AFr @@ sarear
LT Bl

B. %UA (A) 3R FROT (R) Sleil I g, olfhed R, AT TE cqr&am
Tl T B

C.FUA (A) T &, Afhad HROT (R) 30T B

D. U (A) 3T &, Afched HROT (R) T B
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Assertion (A):Automation in e-business reduces human error.
Reason(R): Manual processes are more accurate than automated ones.
Choose the correct option:

A. Both A and R are true, but R is the correct explanation of A

B. Both A and R are true, but R is NOT the correct explanation of A
C. Ais true, but R is false
D. Ais false, but R is true

A: TETARIST & AT JfeAT S giehl ¢
R: #e13rel ufshar 3ifersh @i gicll gl
a'g?rﬁwqaﬁrtr:

A. FTT (A) 3R FROT (R) ST TT &, IR R, AFr @@ sarear
LT Bl

B. ¥l (A) AR HRUT (R) AT T g, oifche] R, AT TEl IT&AT
Tl T B

C. YA (A) AT &, oifched HROT (R) 30T ¢

D. U (A) 3T &, Afched HROT (R) T B

Assertion (A): E-business reduces transaction costs.
Reason(R):Digital processes minimize paperwork and intermediaries.
Choose the correct option:

A. Both A and R are true, but R is the correct explanation of A

B. Both Aand R are true, but R is NOT the correct explanation of A

C. Ais true, but R is false

D. Ais false, but R is true

A: $-fSoT @ d-g aeTd &A gy gl

R: fsToteer gishar shrerer 3R fo=ilfordt s se & Bl

el fashed gT:

A. FTT (A) 3R FROT (R) ST TcT &, IR R, A Fr @@ sarear

AT &
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B. %UA (A) 3R HROT (R) Sleil I g, oifhed R, AT T& cIr&am
TEY & Bl

C.FUA (A) T &, Afchad HROT (R) 30T B

D. U (A) 3T &, Afchad HROT (R) T B

A small handicraft business in Rajasthan started selling products through
its website. It also uses software to manage inventory and customer
orders.

a) Identify whether it is e-commerce or e-business.

b) Give one feature of the identified concept.

c) State one benéefit of this system.

U gEdIeY cIady dadrse ¥ f9fr #ear & 3k aivea® @
geaedl Ao T &

a) UgdTel fh Ig $-HAT § AT -]

) Ygdlel IS HTURUT T Teh [IRAVAT ddTC|

3IT) ST YTl &l Ueh ol ddT0|

A restaurant introduced online food ordering, digital payments, and
email-based customer feedback systems.

a) Name the concept illustrated.

b) Identify one area of scope of e-business.

c) State one advantage of digital payments.

Teh [ERC idarss 3T, Bioea oprae iR disds feen
U T &
a) GT TUROT FT AH qdT|

b (3-STTHT & R & TH & FI UgdleT S|

c (FBfSieer Sprarer 1 T omeT Farv|

Explain the concept of e-business. How is it different from e-commerce?

3-faoerd T TUROT F FASTESA| I §-HAT & R IFR
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Pt g2

Describe the scope of e-Business in detail.

S-foead & g &1 fararR & auia &Y

Differentiate between e-Business and Traditional business.

3-faoierd 3R TRIRS foo=id & aF AR adiv|

“GreenGrocers” launched an app for ordering groceries. Customers pay
digitally, inventory updates automatically, and personalized offers are
sent based on purchase history.

a) Identify and explain the concept.

b) Explain any two benefits of e-business in this case.

c¢) ldentify two areas of e-business scope used.

WMl JEE" o R 1 GA A A & AU v U dled
fhar| amge Bfoice &7 @ 37T A €, S=adl Tadifald &9 &
3se g 8, 3R wlie sfage & 3mur W dAfFasd i a9
S &l

T) 37TURUT & Ygare 3R THST|

g) 30 AHC H $-cTdATT o [ohool Gl oTHT I ATEAT Al

) -SIUR &F & 39T fhU ST arel &r &7 ST ugdrel &y |

Discuss the benefits of e-business. Explain any four advantages that

businesses gain.

SU9AIT o oAl WX IdT HY| Iaardr &I Aeel arel fohegl I”
AT Y AT |

Answer Key

Question/9sT Marks/
3
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IOl P W WO W W W @O O W mO W w oo

a) E-business
b) It includes both buying/selling and internal processes like inventory
management

c) Wider market reach / improved efficiency

Wl =] A Al Al Al A Al Al A A A A A Aam A A A -

a) E-business

b) Customer relationship management (CRM) / online transactions

c) Faster and secure transactions / convenience

E-business refers to the use of the internet and digital technologies to
conduct all business activities, including production, inventory, marketing,
finance, and customer service.

Difference:

E-commerce is limited to buying and selling online.

E-business is broader and includes both internal and external processes

along with e-commerce.
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1. B2B (Business to Business)

B2B refers to transactions between two businesses. One business sells
products or services to another business, such as a manufacturer
supplying goods to a retailer. Example: a wholesaler selling raw
materials to a factory.

2. B2C (Business to Consumer)

B2C refers to transactions where a business sells directly to individual
customers. It is the most common online model, where companies sell
goods or services through websites or apps. Example: buying clothes
from an online shopping site.

3. Intra-B (Intra-Business)

Intra-B refers to business activities that happen within the same
organization using digital systems. It involves internal communication,
data sharing, and coordination between departments using intranet
systems.

4. C2C (Consumer to Consumer)

C2C refers to transactions between individual consumers, usually
through an online platform. One consumer sells product directly to

another consumer. Example: selling used goods on online marketplaces.

1. Mode of Operation: E-Business Operates through the internet and
digital platforms whereas Traditional Business Operates through physical
stores and face-to-face interactions.

2. Geographical Reach: E-Business Has a global reach, customers can
be from anywhere in the world. On the other hand, Traditional Business
usually has a limited/local reach depending on physical location.

3. Time of Operation: E-Business is available 24x7; customers can buy
or access services anytime but Traditional Business Operates during
fixed working hours only.

4. Cost and Efficiency: E-Business generally, have lower operational
costs due to automation and less paperwork. Traditional Business

Involves higher costs like rent, staff, and physical infrastructure.

a) E-business — use of internet for all business activities including sales,
payments, inventory, and customer interaction

b) Convenience (24/7 ordering)

Cost reduction (automation)
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Customer satisfaction (personalized offers)
¢) Online transactions
Inventory management

Customer relationship management

Benefits of e-Business-
Global reach — businesses can operate worldwide without physical
presence

Cost efficiency — reduced paperwork, labor, and operational costs

24/7 availability — customers can access services anytime

Improved communication — faster interaction with customers and
suppliers
Customization — personalized products/services based on data

Better decision-making — real-time data and analytics
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Chapter-5
SOCIAL RESPONSIBILITY OF BUSINESS AND BUSINESS ETHICS
Concept of Social Responsibility:-

Social responsibility means the obligation of business to work for the welfare of
society along with earning profit. A business should consider the interests of

customers, employees, government, environment and society.

Thus social responsibility relates to the voluntary efforts on the part of the

businessmen to contribute to the social well-being.
Cases of Social Responsibility:

Arguments in favour of Social Responsibility:- There is a need for Social

Responsibility of business for Existence and Growth:

1. Justification for Existence and Growth: Business is the creation of society
therefore it should respond according to the demands of the society. To survive and
grow in society for the long run the business must provide continuous services to the

society.

2. Long term Interest of the firm: A firm can improve its image and build goodwill in

the long run when its highest goal is to serve the society. If it indulges in unfair Trade

Practices e.g. adulteration, hoarding, black marketing, it may not be able to exist for

long.

3. Avoidance of government regulations: Business can avoid the problem of

government regulations by voluntarily assuming social responsibilities.

4. Availability of resources with business: Business has valuable financial and

human resources which can be effectively used for solving problems of the society.

5. Better environment for doing business: It is the social responsibility of business
enterprise to provide better quality of life and standard of living to people. So,

businesses will get a better community to conduct business.

6. Contribution to social problems: Some of the social problems have been

created by business firms themselves such as pollution, creation of unsafe
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workplaces, discrimination etc. Therefore, it is the moral obligation of business to

solve such social problems.

Social responsibility towards different Interest groups: -

1. Responsibility towards shareholders / Owners: -

a) To ensure a fair and regular return on the investment of shareholders.
b) To ensure safety of their investment.

c) To strengthen financial position of the company.

d) To safeguard the assets of the business.

e) To protect the interest of all types of investors in the business.
Responsibility Towards Workers:

a) Providing fair compensation and benefits.

b) Providing good and safe working conditions.

c) To develop a sense of belongingness.

Responsibility Towards Consumers:

a) To supply right quality of goods and services at reasonable prices.

b) To ensure regular and adequate supply of products.

c) To inform them about new products and new uses of existing products.

d) To handle the customer’s grievance promptly.

Responsibility Towards Government:

a) To pay taxes honestly.

b) To observe rules laid down by the government.

c) To avoid corrupting government employees.
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Responsibility Towards Community:
a) To create employment opportunities.
b) To avoid polluting the environment.

c) To uplift the weaker sections of society.

Business and Environmental Protection

Role of Business in Environmental protection.:

Business should take the lead in providing their own solutions to
environmental problems. Some of the specific steps that can be taken by a

business are as follows.
1. A definite commitment by top management to systematically protect environment.
2. Involving all divisions and sections of employees in environmental protection.

3. Developing clear cut policies and programs with regards to quality, method and

process of production and disposal of waste.

4. Complying with laws of the land in relation to environmental protection.

5. Participation in government programs such as management of waste, forestation

etc.

6. Periodical assessment of pollution control programs of their own, with a view to
improve them. 7. Arranging educational workshops and training materials to share

technical information with everyone involved in pollution control.

Business Ethics:

Business ethics are moral principles and values that guide the behaviour of

businessmen and organizations.

It means doing business honestly, fairly and responsibly.
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Elements of Business Ethics:

1. Top Management commitment: Higher level managers need to be openly and

strongly committed to ethical conduct.

2. Publication of a ‘code’: ‘Code’ refers to the written ethical programs followed by
a particular business or industry — which normally covers the areas of honesty,

adherence to laws, product’s safety and quality and fairness in all dealings.

3. Establishment of Compliance Mechanism: Simply having a written ‘Code of
Ethics’ is not sufficient; the business needs to ensure its effective implementation at

all levels & throughout the life of the business.

4. Involving employees at all levels: To make ethical business a reality, employees

at all levels must be involved.

5. Measuring Results: Measuring the results of ethics programs may be difficult but
can have an audit at regular intervals to monitor compliance with ethical standards

and decide about further course of action.

QUESTIONS

grATfoe SFERerd & gATS & o & forw s e &1 3tk & fces
FATS &T Teh dcd AMTA &1 SRIFT HUA & 3Tl H AeAfof@d H T HiaT ar

U T 872

3. FATISTh [STFACRY Ueh dhiefel! ToTFHGRT &

9. hlefeT o IeTdTelel @ & ATATTS [T g T 5T Fhelt &1

. QAT STReTAcd ATHTTST elidcd & il T AT § il Hlefed Gal
AT eI T =T B

g. 3 T

Social responsibility involves an element of voluntary action on the part of
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business people for the benefit of society. In the light of the above statement
which of the following statement is true?

A. Social responsibility is a legal responsibility.

B. Social responsibility may be fulfilled by mere compliance with the law.

C. Social responsibility is firm’s recognition of social obligation not covered
by law.

D. All of the above.

HTHFUA (A): ST o TS Y ATIR 3TROT & U Todr & wideey gar
IIfgT| HROT (R): TSI FI HAATRAT BT o1 fcdeh STAGR T UTelel Hiel o [T
ARG AR AeaTed e arfeu|

IEETSEE

31, ATFFUT (A) 3R FROT (R) ST T & 3R FROT (R) ATHAFUT (A) T Fer

<qreEd] %’l

. ATAFYT (A) 3R FROT (R) ST T g 3R FROT (R) 3TARYT (A) T T&r

SITEAT A8 B

. TRASUA (A) T g oIfhed BROT (R) 3T &

&. 3TTAFRUT (A) 31T g wifched FROT (R) AT &

Assertion (A) : CEO of the company must be strongly committed towards
ethical conduct. Reason

(R) : CEO should guide and encourage employees to follow ethical
behaviour.

Alternatives:

A. Both Assertion (A) and Reason (R) are True and Reason (R) is the
correct explanation of Assertion (A).

B. Both Assertion (A) and Reason (R) are True and Reason (R) is not the
correct explanation of Assertion (A).

C. Assertion (A) is True but Reason (R) is False.

D. Assertion (A) is False but Reason (R) is True.
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3fHFYA (A): FAARAT FT aifceh FRAHAT HI [GRTAT FA 7 ATH glalr
ARV SHROT (R): e AT ot et o=t ganr o] famar s @nfge
ICEIK

3. 31fAFRUA (A) 3R FROT (R) et T & 3R FROT (R) 3THFUA (A) T TEr

STEAT §

. ATAFRYT (A) 3R FROT (R) Gl T g 3R FROT (R) 3TARYT (A) T Tar
SITEAT AgT &

. 3TRBYA (A) T g olfohed PROT (R) 3T &

&. 3TTARUA (A) 31T § aifched FROT (R) T &

Assertion (A): Employees should be involved in developing ethical
programmes. Reason (R): Ethical policies have to be implemented by the
employees only.

Alternatives:

A. Both Assertion (A) and Reason (R) are True and Reason (R) is the
correct explanation of Assertion (A).

B. Both Assertion (A) and Reason (R) are True and Reason (R) is not the
correct explanation of Assertion (A).

C. Assertion (A) is True but Reason (R) is False.

D. Assertion (A) is False but Reason (R) is True.

Teh YAl YGNOT foA =0T STRIUT OR 21 MY T Ll 8, 87T 8 37 a1 &
TTERUT &lefs] HASIN &f | FATSH HFAGHT & fore @l a1 as aed 3reoT
TRl grelm 87

3. Sicreae & s<r=m

. % T SrErehTToleh ot

. STl cieh &aTd
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A company spends a large amount on pollution control equipment even
though environmental laws in that area are weak. Which argument for social
responsibility is best reflected?

A. Avoidance of competition

B. Long-term interest of the firm

C. Political pressure

D. Profit maximization

Teh SATGHTRAIS Bl oAfcieh TUTHT T UTelel el &, elfehet 8 Tl egfed
SR JATHT & ATETH T 3¢ o HAD ¢ | o GAT H, oAfdss v & Shfdd
Y& T HHTGAT ¢ Ffoh:

3. AIHR EHAT AT BAT &l 3w §T F A Sl §

. 39T 3N FHATST sifcleh STTHIAT I 31Teeh AT X &

g sifae wer Fef afaeaet d g §

<. aifcien BT T HATS T ATaLThdT e el &

A business firm follows ethical practices, but its competitors earn higher
profits through unfair trade practices. In the long run, the ethical firm is likely
to survive because:

A. Government always supports ethical firms financially

B. Consumers and society trust ethical businesses more

C. Ethical firms avoid all competition

D. Ethical firms do not require profits

Teh AT T MY Ja ATaifoieh 9 T SATIGRT T I&IaT &l &, ATohe] IRSS
3TN rseraR & enfAe 81 § 1 saraarAes Afderar Fr i A faLdyar ggf
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A company’s top management publicly promotes honesty, but senior
executives are involved in corruption. Which feature of business ethics is
failing here?

A. Ethical leadership and commitment

B. Product quality control

C. Market research

D. Employee training only

Teh ShUaiT T MY Ja ATaifoieh 9  SATCIGRT I I&IaT &l &, ATohe] IRNSS
3TN SR 7 LA §id § | SATIATTAS ATcehdT T it AT faLrydr Igr
father 81 TET 82

3. oA Aidea 3R wfdeeear

R ICEI U CRINTRER]

. 99IR 3101{4?4]01

€. Shddl HEAT gfreToT

A company advertises its product as “100% safe” despite knowing certain
safety risks. Which aspect is MOST affected?

A. Financial management

B. Ethical responsibility towards consumers

C. Employee welfare
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D. Shareholder protection

GGG IR GIGE ALY

TdFH |

A. 3TNFAT F 9fad IR
B. F¥FI1RAT & ufa 3tReRca
C. ¥er™ & 9fd 3wefica

D. &R & 9fd 3meRca

el faseT giav:

3. A-3,B-1,C-2, D4
9. A-1, B-2, C-3, D4
9. A4, B-3, C-2, D1

g. A-2,B-1,C-4,D-3

Match the Following

Column | Column Il

A. Responsibility towards consumers 1. Fair wages

B. Responsibility towards employees 2. Pollution control

C. Responsibility towards community 3. Quality goods

D. Responsibility towards government 4. Honest tax payment

Choose the correct option:
A.A-3, B-1, C-2,D-4
B. A-1, B-2, C-3, D-4
C.A-4, B-3, C-2, D1
D.A-2, B-1,C-4,D-3
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A. SATGATRF Afdsdr

B. GTATSI® 3eeRca
C. TATHIT FRIFH

D. 39sFdT R ad

i Reow g
3. A-2, B-3,C-1, D-4
4. A1, B-2, C-4, D-3
. A-3,B-1, C-2,D-4

d. A4,B-3,C-1, D-2

Match the Following

Column | Column Il

A. Business ethics 1. Protection of environment

B. Social responsibility 2. Moral principles

C. Afforestation programs 3. Welfare of society

D. Consumer complaints 4. Grievance handling

Choose the correct option:
A.A-2, B-3, C-1, D4
B. A-1, B-2, C-4, D-3
C.A-3,B-1,C-2,D-4
D. A4, B-3, C-1,D-2

Teh el IJHETA o STe; Ueh e Teh SlT3TeIdeh 3cUTE I fAHTOT §e; kel T
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e el & TSI Il TorelT § fob Ig $1fasg & A1dolieleh TaELY i wJehdd]
g Hehell & | PleT AT AT T8 T TRATET gl &7

31. 3eUehlToleh STSTIG]

g. Sreerfere sifdes FAeRT

. STSIR &1 TR

g. gfaeaelf Fex forefieor et

A company decides to stop manufacturing a highly profitable product after
research shows it may harm public health in the future. Which principle is
MOST reflected?

A. Short-term profitability

B. Long-term ethical responsibility

C. Market monopoly

D. Competitive pricing strategy

HTAFUT (A): SAEARF A Faa a8t agIda Fufaai & v Ageaqer
1 FROT (R): BIE STTHTT FHTS HI Hgeaqur &9 § Fenfae 78t #3a 1

3. ATAFY (A) 3R FROT (R) a1 T &, 3T R, A 1 T sarEan g1

7. ATAFYA (A) 3 FROT (R) QT T &, dfheT R, A Y T surear 781 81

¥, ATARYT (A) TT &, et FROT (R) 3107 B
. ATAFYT (A) 3T ¢, AfFad FROT (R) T B

Assertion (A): Business ethics are only important for large multinational
companies.

Reason (R): Small businesses do not affect society significantly.

A. Both Assertion (A) and Reason (R) are true, and R is the correct
explanation of A.

B. Both Assertion (A) and Reason (R) are true, but R is not the correct
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explanation of A.

C. Assertion (A) is true, but Reason (R) is false.

D. Assertion (A) is false, but Reason (R) is true.

HTRFUT (A): TITIOT HIETOT SHGHTT HT TF Ageaqur fAFAgHT ¢l

FROT (R): SGHTT W foidh HAIET T 3TAT F 8§ AR Ig9r da1 aX gaa
gl

37. IfA=Ye (A) 3R FROT (R) A &7 8, 3R R, A Y Wl sarean 21

9. fAFYA (A) 31 FROT (R) QT T &, afheT R, A Y T surear g1 81

. AAFUT (A) T &, Afha FROT (R) 3107 B
. AHFYA (A) 3T &, AfheT FROT (R) T T

Assertion (A): Environmental protection is an important responsibility of
business.

Reason (R): Businesses use natural resources and may create pollution.
A. Both Assertion (A) and Reason (R) are true, and R is the correct
explanation of A.

B. Both Assertion (A) and Reason (R) are true, but R is not the correct
explanation of A.

C. Assertion (A) is true, but Reason (R) is false.

D. Assertion (A) is false, but Reason (R) is true.

HRFYA (A): STETAT F FAHIOT I TITGROIT FRFHAT & AT o1 AR
FROT (R): TATIOT FI&TOT T ¥ ¥ ALHRY T Tt i Sreaerd 31

31. AFAFYT (A) 3 FROT (R) ST #e 8, 3T R, A i 78 e B

9. 3fAFYA (A) 31 FROT (R) QT T &, afheT R, A FY T surear g1 81
. 3fAFY (A) T §, AfFd ROT (R) 30T B

&. AfAHY (A) 38T ¢, AfF HROT (R) T &

Assertion (A): Businesses should participate in environmental programs
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such as afforestation.

Reason (R): Environmental protection is solely the responsibility of
government agencies.

A. Both Assertion (A) and Reason (R) are true, and R is the correct
explanation of A.

B. Both Assertion (A) and Reason (R) are true, but R is not the correct
explanation of A.

C. Assertion (A) is true, but Reason (R) is false.

D. Assertion (A) is false, but Reason (R) is true.

sifcleh 3ETH FET I HITGeT GaNT Glele] fehT STel aTel 3TROT & fAGeal
gReT #ta &1 3 f@a craast & 7 H 19 § 3R 3¢ 'S ST Aar gl
VT IR GTgdT T 9ol ThaT 1= &

3. MY ER

J. ALY TR

. gl X
g, I el

Ethical enterprises often define the principles of conduct to be followed by
entire organisation. They are in the form of written documents and are
termed as ‘Code’. Such Code of Conduct is to be followed by:

A. Top Level

B. Middle Level

C. Operational Level

D. All of the above

3717 TS 31det SHHATRT ST Teh &I TR el T IS el ¢, SiT THR
garT AU eI ad= q §gd FA g PR H FTH F H afa
3TIgeF ¢ Fifeh 3 A T el § 3R ¢35 Fiade & e & Wellh
Teh T [0H &1 hd g’ o [, 31e1a faffies o ArATiolen [STFAeRT 6
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g. RURS

Ajay Ltd pays wages to its employees at a rate, which is much lower than
the minimum wages prescribed by the government. The working conditions
in the factory are inappropriate as there is lack of proper ventilation and
there is a strict, rule against formation of trade union. Against, which ‘Group’,
Ajay Ltd has ignored the social responsibility?

A. Consumers

B. Workers

C. Society

D. Shareholders

Teh AT G TGIUT-fAAF0T ITH0T TS AT &, H & T6 3eThiferdn
ITH T & AT 81| T Tl 3EERT Sl ATATHSAT & T 872

3. 3USYer M7

. ISR &l TR

. JATEROT {IE&T0T

. L H FHAT

A factory installs expensive pollution-control equipment even though it
reduces short-term profits. Which objective is the company prioritizing?
A. Consumer exploitation

B. Market monopoly

C. Environmental protection

D. Tax reduction
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YT |: SHGATT Y FHlefelt TSFAGIRAT dhfods § 3R Fuel i gTar |
TR §1 U |1: ifdeh SFASTRAT el GaRT AL 781 T SATCH &, Sfoeh
HTST GaRT 3r4fard grel 8

oo

3. AT FUT T &

. eIl YT ITT &

. HYT | 3TT &, A || TT &

T FYT | G §, FUF || 3T &

Statement I: Legal responsibilities of business are optional and based on the
company’s will.

Statement II: Ethical responsibilities are not enforced by law but are
expected by society.

Options:

A. Both statements are true

B. Both statements are false

C. Statement | is false, Statement Il is true

D. Statement | is true, Statement Il is false

U |: STHTY T TGN hl UHATH & [IT EHR GART TATC 1T Hlsfeit 3
fafargat sr drefet seaTm wnfgw|

e |I: TATEOT HIETUT 3R TEHUT T AehAUTH o TIT R FERTA Sellet, TeTT
W AR {8 e 7 3egH & el yarereT ot oy gairet & Joletr 7
3T yideey g =TT

A A FUTIT &

. eIl YT ITT &

. HYT | 3TT &, A || TT &
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g. AT | T §, HUT || 31 TT ¢

Statement I: Business should abide by the laws and regulations enacted by
the Government for prevention of pollution.

Statement II: Lower management of the enterprise should be more
committed than top management in creating, maintaining and developing
work culture for environmental protection and pollution prevention.

A. Both statements are true

B. Both statements are false

C. Statement | is false, Statement Il is true

D. Statement | is true, Statement Il is false

T B3 RATAT T T ST Y & T FHIRY AT AT 71 arelT | 8
T 76T | SATTHTAD ot fdehdT T il AT ded LT 67

31. gRoTH A=A

&, TS TS el

. STSNFAT SRR

c. faamga Afa

A firm regularly checks whether employees are following ethical standards.
Which element of business ethics is involved?

A. Measuring results

B. Profit sharing

C. Consumer awareness

D. Advertisement policy

AFITTET F @ et T HATRAT & 9l TSTFAGRY 78T &2

3. 3T ASIGY
. GRI&T A il el
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Which of the following is NOT a responsibility towards employees?
A. Fair wages

B. Safe working conditions

C. Prompt grievance handling

D. Honest tax payment

HUST TaTo dTell ShYelT 3Tl CFHCISH ITHCS I I FT Teh Acr H
3R AT foteh R T IS §U AT 3147 | Fdsifaieh faxrer 3R #hfzar
FHAST & §1E, HUAT o Teh IATASE IR HIF TATAT fham 3R &1 & FTeT
TRETOT & &R H ST 3T I R

ATHATTSTh 3TREIAcd o J&T H fohegl af dehl hr UgdTet shifolt 3R THSST S
W ATHS H FST ¢ |

Alok Textiles Ltd., a garment manufacturing company, was found discharging
untreated chemical waste into a nearby river. After public protests and media
coverage, the company installed an effluent treatment plant and launched an
awareness campaign about water conservation in the area.

Identify and explain any two arguments in favour of social responsibility that

are evident in the above case.

TFAH HIORT FACH T AT § | 379 TgT T SToral qgcl PoAd & SATAIT 5
AT 3 3R G & A &, A F AT 3 3 Rl & AT Sty
9Tt & T & IR H A [T 31726 omey ATt & forw ef-eY saet
fAeTae & w AN

&) IR RT H Seogsr/a=T Y IS TRV T TgaT =TT
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Ms. Poonam is the owner of Kalra Sweets. Jalebi from her place is very
famous so many people used to take it from her shop, but after few months
of good response, she slowly started adulterating it to earn more profit
without thinking about health of people.

a) ldentify the concept violated /discussed in the above para.

b) Explain the concept identified in (a) above.

TeNUT TorerehT erfecen 318 & GV 81et AT [y g1t ohr ey o1&, gar am urei
& siifdes, Tarafe 3R e fRAvanit 7 v srarosia aRads § st A
ST T ATSAT TSAET T liciehNeh &9 § FeATTdcT il & | TGNeh FTehicien
T/ R @Y & Al AT & FROT g1 8 | SATeredT faemret & e,
el 3 YAt ueret 3 argwse 7 FTEgEee Ui Sgue &, oifdheT
3eTehl 31Td, 3TTH dR 9, AeTd fAfHT Jeueht & g HoR 3R & FH@T T
TeAeT Tl LT &I &

() AT 3T AITAT & T TGOT FAT=0T T 3TaRTHAT 872
(@) fhagl AT FRON FT 3ea@ HFAT A 3T 91 F ~ARNRT & & 16
TGRS 3CTH HT GGWOT &l AT Fel & T 3R Fhewt o= =]

Pollution which literally means the state of being contaminated or having
been rendered unclean is an undesirable change in the physical, chemical
and biological characteristics of the land, air or water that harmfully affects
human life or that of the desirable species. Pollutants occur naturally as well
as due to human activity. Sulphur from volcanic eruptions, radioactive
materials in nature, and hydrocarbons in the atmosphere are natural
pollutants but their effect is not, generally, as drastic and long-lasting as that
of man-made pollutants.

(a) Do you think there is a need for pollution control?

(b) State any three reasons which justify that business enterprise should
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take reasonable steps to control the pollution.

ITaaTAS ATAhdT 3eRaT, AT R deheilent 3 FHATS T Hells & s

"t & FET & | Toh cATTETRAS 3eTH IaHT A A Tciehl & HS JiAATEr

cTedl &l YTelel @heh SRS IX A Tciehdl ol SGTdT & Hehell & |
ST FHUA & HTelleh H, SATTHTAh AATcehell & fehogl TR FHel deal sl SATE
IS

Business ethics concerns itself with relationship between objectives,
practices and techniques and the good of society. A Business enterprise can
foster ethics at the workplace by following certain basic elements of
business ethics.

In the light of above statement, explain any four basic elements of business

ethics.

YTl 3T [AHES HRAT SToTR & @Wieg ool 1 AT &l & 3R T8 60%
ST TN heall T oIl § | 3191 3cuTe FT f9shr SoTa & foIT, 3gisr 379 faghar
Y FATGehT I 3eTehT I[UTAT & TR H S &1 el o TIT Acarigd fonar| o=
Teh IRECR T 1 1 TR I & 3R 3194 3cre; 1 fashr sere o forw
Tar=1TdeT o ATETH | ScdTe Sl 3T IUTET T &l Il & |

() 3 HHg T gl HITSTT [STHeh TRl bl Tl weler 3l Tl eanrT &hr
EIRGE]
(T)3H HeHg W HTRIT IS il HATTSTh StRarcd i@y

Natural Oil Ltd. manufactures edible oil in Indian market and it occupies 60%
market. In order to increase sales of their product, they encouraged their
salesman to make false claims to customers about quality of their. The
company also hires a superstar and claim the good quality of product

through advertisement to increase the sale of its product. (a) Identify the
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group whose interest is being ignored by Natural Oil Ltd.

(b)Write any three social responsibility related to that group

HIFe US T UeWTSotel GId H [EUd Teh 37 HUsT fATor &hedr §1 37 anf &,
U o HgcaquT Je o IR oITeTsIe gTider &1 &1 8Tl &1 #, Ig 911 913 foh
hUeIT T HRETEAT HTTATR AT e I IIH I 76T H BIS 6T o,
oraa Aol 3R STelT Siiaet T Fareey THTTad gr I8 ATl Sotdr R Afsar

CaRT ATeATeeAT fhT STl 0R, JeTefeT of URTcHb heH 3ol I haell foha|

3eglel Ueh IYTRISE IYAR HIT FAA R, TATaR0T & 3HeTehel T3 T 3TANT
AT & Y T, 3R AT & forw ves Hored Fareey Sirwr RAIfA & |
HUAT ¥ FHYST 3G H S TAUTHT & TR H ATTERRAT el & fow v
AT 81 & foham|

. SO T Tohaol el [OFHGIRAT ol TgaTdeT 3R THSATET Sieg I

TGSl o GURTcH HRATS Fleh R FhaT|
g. 9V f& Ao ARy U caaard & fow f@der & &9 & Hd R
Hehell B

Soft and Touch Enterprises is a large textile manufacturing company based
in Surat. Over the years, the company has achieved significant growth and
profitability. Recently, it was found that the company’s factory was
discharging untreated chemical waste into a nearby river, affecting the health
of villagers and aquatic life. On being criticised by the public and media, the
management decided to take corrective steps. They set up a waste
treatment plant, started using eco-friendly dyes, and initiated a free health
check-up camp for villagers. The company also launched a campaign to
spread awareness about sustainable practices in the textile industry.

A. Identify and explain any three responsibilities of business that Ravi
Enterprises fulfilled by taking corrective actions.

B. Explain how social responsibility can act as an investment for a business.
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It refers to its obligation to take those decisions and perform those actions
which are desirable in terms of the objectives and values of our society.
Identify the concept discussed above and explain any four cases for it or

arguments in favour of it.

ANSWERS
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Two arguments in favour of social responsibility evident in the case are:

1. Public Expectations: Society expects businesses to act in a responsible
manner. By responding to public protest, the company met social
expectations.

2. Better Environment for Business: Clean surroundings and public
goodwill help create a favourable environment for doing business. The

awareness campaign helped improve the company’s image.

a) Business Ethics
b) Business ethics may be defined as a set of standards or principles

governing the moral conduct of Businessmen.

(a) Yes, | think, there is a need for pollution control.

(b) The following are the steps that can be taken by a businessto control
the pollution:

1. A definite commitment by top management to systematically protect
environment.

2. Involving all divisions and sections of employees in environmental
protection.

3. Developing clear cut policies and programs with regards to quality,
method and process of production and disposal of waste.

4. Complying with laws of the land in relation to environmental protection.

5. Participation in government programs such as management of waste,
forestation etc.

6. Periodical assessment of pollution control programs of their own, with a
view to improve them. 7. Arranging educational workshops and training
materials to share technical information with everyone involved in pollution

control.
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Elements of Business Ethics:

1. Top Management commitment: Higher level managers need to be
openly and strongly committed to ethical conduct.

2. Publication of a ‘code’: ‘Code’ refers to the written ethical programs
followed by a particular business or industry — which normally covers the
areas of honesty, adherence to laws, product’s safety and quality and
fairness in all dealings.

3. Establishment of Compliance Mechanism: Simply having a written
‘Code of Ethics’ is not sufficient; the business needs to ensure its effective
implementation at all levels & throughout the life of the business.

4. Involving employees at all levels: To make ethical business a reality,

employees at all levels must be involved.

(a)The group whose interest is being ignored is Consumers.

(b) (i). The enterprise must take proper precaution against adulteration,
poor quality, lack of desired service and courtesy to customers, misleading
and dishonest advertising. (ii) Right of information about the product, the
company and other matters having a bearing on their purchasing decision.

(iii)No black marketing or adulteration to the product.

A.) Three Responsibilities Fulfilled:

i) Responsibility towards Environment: The company set up a waste

treatment plant and started using eco-friendly dyes. This shows concern for
reducing environmental pollution and conserving natural resources.

ii) Responsibility towards Society: Organising free health check-ups for
villagers reflects the company’s commitment to the well-being of the local
community affected by its operations.

iii) Responsibility towards the Public/Community: Launching an awareness
campaign promotes responsible behavior in society and among other
businesses, which is part of being a socially responsible entity.

B.) Social Responsibility as an Investment:

Builds brand image and customer trust

Ensures long-term sustainability
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Attracts talented employees

Creates goodwill that can lead to increased sales and profitability

Social responsibility of business.

Cases for social responsibility of business are as follows: -

Arguments in favour of Social Responsibility: - There is a need for
Social Responsibility of business for Existence and Growth:

1. Justification for Existence and Growth: Business is the creation of
society therefore it should respond according to the demands of the
society. To survive and grow in society for the long run the business must
provide continuous services to the society.

2. Long term Interest of the firm: A firm can improve its image and build
goodwill in the long run when its highest goal is to serve the society. If it
indulges in unfair Trade Practices e.g. adulteration, hoarding, black
marketing, it may not be able to exist for long.

3. Avoidance of government regulations: Business can avoid the
problem of government regulations by voluntarily assuming social
responsibilities.

4. Availability of resources with business: Business has valuable

financial and human resources which can be effectively used for solving

problems of the society.
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Chapter -7
SOURCES OF BUSINESS FINANCE

Meaning of Business Finance

The requirement of funds by business to carry out its various activities is called
business finance.

It also refers to the management of cash and credit in the organization not only to
meet the day to day expenses of the organization but also for its growth expansion

and diversification.

Nature and Significance of Business Finance
Finance is the life blood of a business as no business can start, run or expand
without adequate finance. A business cannot function unless adequate funds are

made available to it.

Finance is needed for the following purposes:

(i) Establishment Expenses: Preliminary expenses, promotion expenses, fees

paid to specialist for setting up of the business etc.

(i) Cost of Procuring Finance: Underwriting commission, brokerage, issue of
prospectus, commission etc.
For procuring fixed assets: Like land, building, plant and machinery etc.
For procuring current assets: Like cash, raw material, payment of expenses
etc.
For procuring intangible assets: Like patents, goodwill, copyright, trademark

etc. For procuring funds for growth, expansion and diversification.

Financial Requirements

Finance needed by a business can be categorized as follows:
(i) Fixed Capital Requirement

(i)  Working Capital Requirement

Fixed Capital Requirement
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The capital required for buying fixed assets of the business is known as fixed capital
requirement because the funds required for fixed assets are remain invested in the

business for a long period of time.

Fixed assetsmeans those assets which will remain in the business for a long period

such as land, building, Machinery, Furniture etc.

Thus, fixed capital requirement includes the capital which should have the following
two features:
(i) Itisinvested to fulfill the long term requirements of the business.

(i) It cannot be drawn from the business and is continuously used in business.

Different business units need varying amount of fixed capital depending on various
factors such as the nature of business, etc. A trading concern for example, may
require small amount of fixed capital as compared to a manufacturing concern.
Likewise, the need for fixed capital investment would be greater for a large

enterprise, as compared to that of a small enterprise.

Working Capital Requirement

The funds required for holding the current assets such as stock of material, debtors,
cash bills receivables and for day-to-day expenses like salaries, rent, wages etc. are

called as working capital of the business.

The amount of working capital required varies from one business concern to another

depending on various factors. A business unit selling goods on credit, or having a

slow sales turnover, for example, would require more working capital as compared to

a concern selling its goods and services on cash basis or having a speedier turnover.
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Classification of Sources of Finance

Sources of Business Finance

On the basisof On the basisof Source of
Ownership Generation

Cn the basisof Period

Long Term k’;[\iﬁhﬂrt Term /\ Internal Sources External Sources

l MediumTerml OwnedFunds BorrowedFunds .L l

Equity Sreanes Trade Credit l l Equity Shanes
metained farnings Factaring Equity Shmres Cerituires fateined Sammings
Prefizrencs Shane e Retaired Esmings

Deteribares Commencs
Papers

Classification of Sources of Finance:

Sources of finance can be classified on the basis of:
(i) Period

(i)  Ownership

(iii) Source of generation

Sources of finance on the basis of Period
On the basis of period, the different sources of funds can be categorised into three

parts. These are:

(i) Long-term sources: The long-term sources fulfil the financial requirements of

an enterprise for a period exceeding 5 years and include sources such as
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shares and debentures, long-term borrowings and loans from financial
institutions. Such financing is generally required for the acquisition of fixed
assets such as equipment, plant, etc.

Medium-term sources: Where the funds are required for a period of more than
one year but less than five years, medium-term sources of finance are used.
These sources include borrowings from commercial banks, public deposits,
lease financing and loans from financial institutions.

Short term sources: Short-term funds are those which are required for a
period not exceeding one year. Trade credit, loans from commercial banks and
commercial papers are some of the examples of the sources that provide funds
for short duration. Short-term financing is most common for financing of current

assets and seasonal requirements.

Sources of finance on the basis of Ownership

On the basis of ownership, the sources can be classified into

(i)

Owner’s funds: Owner’s funds means funds that are provided by the owners
of an enterprise. Apart from capital, it also includes profits reinvested in the
business. Issue of equity shares and retained earnings are the two important
sources from where owner’s funds can be obtained.

The owner’s capital remains invested in the business for a longer duration and

is not required to be refunded during the life period of the business.

Borrowed funds: Borrowed funds refer to the funds raised through loans or
borrowings. The sources for raising borrowed funds include loans from
commercial banks, loans from financial institutions, issue of debentures, public
deposits and trade credit.

Such sources provide funds for a specified period, on certain terms and

conditions and have to be repaid after the expiry of that period.

Sources of finance on the basis of Source of Generation

On the basis of source of generation, the sources can be classified into:

Page 139 of 233




Internal sources: Internal sources of funds are those that are generated from
within the business. A business, for example, can generate funds internally by
accelerating collection of receivables, disposing of surplus inventories and
ploughing back its profit.

The internal sources of funds can fulfil only limited needs of the business.

External sources: External Sources of funds include those sources that are
raised from outside an organisation. Issue of debentures, borrowing from
commercial banks and financial institutions and accepting public deposits are
some of the examples of external sources of funds commonly used by business
organisations.

When large amount of money is required to be raised, it is generally done

through the use of external sources.

Retained Earnings / Ploughing back of Profit

The part of profits which is invested in business rather than distributing it as dividend
to the shareholders is known as retained earnings.lt is a source of internal financing
or self-financing or ‘ploughing back of profits’.

The profit available for ploughing back in an organisation depends on many factors

like net profits, dividend policy and age of the organisation.

Merits of Retained Earnings

(i) Retained earnings is a permanent source of funds available to an organisation;

(i) It does not involve any explicit cost in the form of interest, dividend or floatation
cost;

(iii) As the funds are generated internally, there is a greater degree of operational
freedom and flexibility;

(iv) It enhances the capacity of the business to absorb unexpected losses;

(v) It may lead to increase in the market price of the equity shares of a company.

Demerits of Retained Earnings
(i) Excessive ploughing back may cause dissatisfaction amongst the shareholders
as they would get lower dividends;

(i) Itis an uncertain source of funds as the profits of business are fluctuating;
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(iii) The opportunity cost associated with these funds is not recognised by many
firms. This may lead to sub-optimal use of the funds.

Trade Credit

It refers to the credit period offered by the supplier of the goods to the buyer of the
goods. The trade credit normally ranges from 30 days to 90 days. Trade credit
facilitates the purchase of supplies without immediate payment; they can make
payment on some future date.

It is a short term source of finance for the company. It does not create a charge on
the assets of the company.

Such credit appears in the records of the buyer of goods as ‘sundry creditors’ or
‘accounts payable’. The volume and period of credit extended depends on factors
such as reputation of the purchasing firm, financial position of the seller, volume of
purchases, past record of payment and degree of competition in the market.

Merits of Trade Credit

The important merits of trade credit are as follows:

(i) Trade credit is a convenient and continuous source of funds;

(i) Trade credit may be readily available in case the credit worthiness of the
customers is known to the seller;

(iii) Trade credit needs to promote the sales of an organisation;

(iv) If an organisation wants to increase its inventory level in order to meet expected
rise in the sales volume in the near future, it may use trade credit to, finance the

same,

(v) It does not create any charge on the assets of the firm while providing funds.

Demerits of Trade Credit

Trade credit as a source of funds has certain limitations, which are given as follows:

(i) Availability of easy and flexible trade credit facilities may induce a firm to indulge
in overtrading, which may add to the risks of the firm;

(i) Only limited amount of funds can be generated through trade credit;

(iii) It is generally a costly source of funds as compared to most other sources of
raising money.

Public Deposits
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The deposits that are raised by organisations directly from the public are known as
public deposits.Rates of interest offered on public deposits are usually higher than
that offered on bank deposits. This source of finance fulfills the short term and
medium term capital requirements of the company.

Companies generally invite public deposits for a period upto three years. The
acceptance of public deposits is regulated by the Reserve Bank of India.

Any person who is interested in depositing money in an organisation can do so by
filling up a prescribed form. The organisation in return issues a deposit receipt as

acknowledgment of the debt.

Merits of Public Deposits

The merits of public deposits are:

(i) The procedure of obtaining deposits is simple and does not contain restrictive
conditions as are generally there in a loan agreement;

(i) Cost of public deposits is generally lower than the cost of borrowings from banks
and financial institutions;

(iii) Public deposits do not usually create any charge on the assets of the company.
The assets can be used as security for raising loans from other sources;

(iv) As the depositors do not have voting rights, the control of the company is not
diluted.

Demerits of Public Deposits

(i) New companies generally find it difficult to raise funds through public deposit.

(i) It is an unreliable source of finance as the public may not respond when the
company needs money.

(iii) Collection of public deposits may prove difficult, particularly when the size of

deposits required is large.

Shares

The capital of the company is divided into small indivisible unit known as share. Each

share has its nominal value. For example, a company can issue 1,00,000 shares of
Rs. 10 each for a total value of Rs. 10,00,000.
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Company issues shares to raise the funds as capital. The persons who subscribe the
shares are called shareholders. They are the owners of company and receive share

of the profits every year which is known as dividend.

Types of Shares
There are two types of shares:
(i) Equity Shares

(i) Preference Shares

Equity Shares

Equity shares represent the ownership of a company and thus the capital raised by
issue of such shares is known as ownership capital or owner’s funds.

These are those shares which do not impose any obligation on the company to pay
fixed rate of dividend to their holders. However, equity shares carry voting rights in
the company. It means equity shareholders have right to participate in the

management of the company.

They are referred to as ‘residual owners’ since they receive what is left after all other
claims on the company’s income and assets have been settled. They enjoy the

reward as well as bear the risk of ownership.

Merits of Equity Shares
(i) Equity shares are suitable for investors who are willing to assume risk for higher

returns;

(i) Payment of dividend to the equity shareholders is not compulsory. Therefore,

there is no burden on the company in this respect;

(iii) Equity capital serves as permanent capital as it is to be repaid only at the time of
liquidation of a company. As it stands last in the list of claims, it provides a
cushion for creditors, in the event of winding up of a company;

(iv) Equity capital provides credit worthiness to the company and confidence to
prospective loan providers;

(v) Funds can be raised through equity issue without creating any charge on the
assets of the company. The assets of a company are, therefore, free to be

mortgaged for the purpose of borrowings, if the need be;
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(vi) Voting right of equity shareholders facilitate democratic control and management
of company matters.

(vii) With fluctuating returns shareholders enjoy higher returns in years of high profits.

Demerits of Equity Shares

The major limitations of raising funds through issue of equity shares are as follows:

(i) Investors who want steady income may not prefer equity shares as equity shares
get fluctuating returns;

(i) The cost of equity shares is generally more as compared to the cost of raising
funds through other sources;

(iii) Issue of additional equity shares dilutes the voting power, and earnings of
existing equity shareholders;

(iv) More formalities and procedural delays are involved while raising funds through

issue of equity share.

Preference Shares

These are those shares which carry following two preferential rights over equity

shares:

(i) At the time of distribution of dividend, preference shareholders get dividend at
fixed rate before any dividend paid to equity shareholders; and

(i) At the time of liquidation of the company, preference shareholder is repaid before

equity shareholders.
The capital raised by issue of preference shares is called preference share capital.
Thus, preference shares have some characteristics of both equity shares and

debentures. Preference shareholders generally do not enjoy any voting rights.

Merits of Preference Shares

(i) Preference shares provide reasonably steady income in the form of fixed rate of

return and safety of investment;

(i) Preference shares are useful for those investors who want fixed rate of return
with comparatively low risk;

(iii) It does not affect the control of equity shareholders over the management as

preference shareholders don’t have voting rights;
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(iv) Payment of fixed rate of dividend to preference shares may enable a company to
declare higher rates of dividend for the equity shareholders in good times;

(v) Preference shareholders have a preferential right of repayment over equity
shareholders in the event of liquidation of a company;

(vi) Preference capital does not create any sort of charge against the assets of a

company.

Demerits of Preference Shares

(i) Preference shares are not suitable for those investors who are willing to take risk
and are interested in higher returns;

(i) Preference capital dilutes the claims of equity shareholders over assets of the
company;

(iii) The rate of dividend on preference shares is generally higher than the rate of
interest on debentures;

(iv) As the dividend on these shares is to be paid only when the company earns
profit, there is no assured return for the investors. Thus, these shares may not be
very attractive to the investors;

(v) The dividend paid is not deductible from profits as expense. Thus, there is no tax

saving as in the case of interest on loans.

Types of Preference Shares

(i) Cumulative & Non-Cumulative Preference Shares: In case of cumulative pref.
shares, if dividend is not paid due to insufficient profits in the current year then
they get accumulated and are paid in the subsequent years.

In case of non-cumulative pref. shares, the shareholder can receive the dividend
only for that year in which the company has earned profits. The dividend is not

accumulated and is not paid in subsequent years.

Redeemable & Irredeemable Preference Shares: Redeemable pref. shares
are those shares which are redeemed (repaid) by the company after a specified
period of time.

Irredeemable pref. shares are those shares which are not redeemed (repaid) by
the company during its lifetime and can only be redeemed at the time of

liquidation of the company.
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(i) Participating & Non-Participating Preference Shares: Participating
preference share are those shares, which has right to participate in the surplus
profits of the company after dividend has been paid to equity shareholders at
certain rate.

Non-participating preference shares are those shares which do not have right to

participate in the surplus profits of the company.

(iv) Convertible & Non-Convertible Preference shares: Convertible pref. shares
are those shares which can be converted into equity shares after a particular
period of time.

Non-convertible pref. shares are those shares which cannot be converted into

equity shares after a specified period of time.

Debentures

Debenture is an acknowledgement of the debt taken by a company which is to be
repaid after a specified period along with interest.

The people who buy debentures of a company are called debenture holders and
they are the creditors of the company.

Debentures are generally secured by a charge on the fixed assets of the company.
In case, the company is unable to pay the interest on the principal amount of
debentures, the debenture holder can sell off the mortgaged asset and recover the

dues.

Public issue of debentures requires that the issue be rated by a credit rating agency
like CRISIL (Credit Rating and Information Services of India Ltd.) on aspects like

track record of the company, its profitability, debt servicing capacity, credit worthiness

and the perceived risk of lending.
Issue of Zero Interest Debentures (ZID) which do not carry any explicit rate of

interest has also become popular in recent years. The difference between the face

value of the debenture and its purchase price is the return to the investor.

Types of Debentures
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Registered Debentures: These are those debentures where the name of the
debenture holder is written in the register of the company. In case these
debentures are to be transferred the transfer can only be valid when the name of

transferee is written in the register of the company.

Bearer Debentures: These are those debentures where the debenture can be
transferred by mere delivery. No registration of the transfer is necessary in this

case.

(iii) Convertible Debentures: These debentures have the option that they can be

converted into equity shares after a specified period of time.

(iv) Non-convertible Debentures: These debentures cannot be converted into

equity shares after a specified period of time.
(v) Secured Debentures: These are those debentures which create a charge upon
some assets of the company i.e. some assets are kept mortgaged when these

debentures are issued.

(vi) Unsecured Debentures: These debentures have no charge on the assets of the

company. These are also called naked debentures or ordinary debentures.

(vii) First Debentures: These debenture holders are repaid before other debenture

holders are paid anything.

(viii) Second Debentures: These debenture holders are repaid after the first

debenture holder has been paid.

Merits of debentures

The merits of raising funds through debentures are given as follows:

(i) Itis preferred by investors who want fixed income at lesser risk;
(i) Debentures are fixed charge funds and do not participate in profits of the

company;
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(i) The issue of debentures is suitable in the situation when the sales and earnings
are relatively stable;

(iv) As debentures do not carry voting rights, financing through debentures does not
dilute control of equity shareholders on management;

(v) Financing through debentures is less costly as compared to cost of preference or
equity capital as the interest payment on debentures is tax deductible.

Demerits of debentures

Debentures as source of funds have certain limitations. These are given as follows:

(i) As fixed charge instruments, debentures put a permanent burden on the
earnings of a company. There is a greater risk when earnings of the company
fluctuate;

(i) In case of redeemable debentures, company has to make provisions for
repayment on the specified date, even during periods of financial difficulty;

(iii) Each company has certain borrowing capacity. With the issue of debentures, the

capacity of a company to further borrow funds reduces

Difference between Shares and Debentures

Basis Shares Debentures

Nature  of | Share capital is the owned fund of | Funds raised through

Capital the company. Debentures are borrowed funds

of the company.

Return The return on shares is known as | The return on debentures is

dividend known as interest.

Priority Dividend is paid after paying | Interest is paid before dividend
interest on debentures and tax to | is paid to shareholders and tax

the govt. to the govt.

Security Issue of shares does not create a | Company’s assets are
charge on the assets of the | mortgaged for raising funds

company. from debentures.

Relation Shareholders are the owners of | Debenture holders are the
with the company. creditors of the company.

Company
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(vi) Rate of | No fixed rate of dividend is paid to | Debentures are paid fixed rate

return equity shareholders. of interest annually.

(vii) Voting Equity shareholders have voting | Debentures holders do not
Rights rights in the company. have any voting right in the
company.

Commercial Banks

Commercial banks extend loans to firms of all sizes and in many ways, like, cash
credits, overdrafts, term loans, purchase/discounting of bills, and issue of letter of
credit. The loan is repaid either in lump sum or in instalments.

Though banks have started extending loans for longer periods, generally such loans
are used for medium to short periods. The borrower is required to provide some
security or create a charge on the assets of the firm before a loan is sanctioned by a

commercial bank.

Merits of Loans from Commercial Banks

The merits of raising funds from a commercial bank are as follows:

(i) Banks provide timely assistance to business by providing funds as and when
needed by it.

(i) Secrecy of business can be maintained as the information supplied to the bank
by the borrowers is kept confidential;

(iii) Formalities such as issue of prospectus and underwriting are not required for

raising loans from a bank. This, therefore, is an easier source of funds;

(iv) Loan from a bank is a flexible source of finance as the loan amount can be

increased according to business needs and can be repaid in advance when

funds are not needed.

Demerits of Loans from Commercial Banks

The major limitations of commercial banks as a source of finance are as follows:

(i) Funds are generally available for short periods and its extension or renewal is
uncertain and difficult;

(i) Banks make detailed investigation of the company’s affairs, financial structure
etc., and may also ask for security of assets and personal sureties. This makes
the procedure of obtaining funds slightly difficult;
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(iii) In some cases, difficult terms and conditions are imposed by banks. for the grant
of loan. For example, restrictions may be imposed on the sale of mortgaged

goods, thus making normal business working difficult.

Financial Institutions

Financial institutions provide both owned capital and loan capital for long and
medium term requirements and supplement the traditional financial agencies like
commercial banks.

As these institutions aim at promoting the industrial development of a country, these
are also called ‘development banks’.

In addition to providing financial assistance, these institutions also conduct market
surveys and provide technical assistance and managerial services to people who run
the enterprises.

This source of financing is considered suitable when large funds for longer duration
are required for expansion, reorganisation and modernisation of an enterprise.

The government (central as well as state) has established a number of financial

institutions all over the country to provide finance to business organisations.

Merits of loans from financial institutions

The merits of raising funds through financial institutions are as follows:

(i) Financial institutions provide long term finance, which are not provided by

commercial banks;

(i) Besides providing funds, many of these institutions provide financial, managerial
and technical advice and consultancy to business firms;

(iii) Obtaining loan from financial institutions increases the goodwill of the borrowing
company in the capital market. Consequently, such a company can raise funds
easily from other sources as well;

(iv) As repayment of loan can be made in easy instalments, it does not prove to be
much of a burden on the business;

(v) The funds are made available even during periods of depression, when other

sources of finance are not available.

Demerits of loans from financial institutions

The major limitations of raising funds from financial institutions are as given below:
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(i) Financial institutions follow rigid criteria for grant of loans. Too many formalities
make the procedure time consuming and expensive;

(i) Certain restrictions such as restriction on dividend payment are imposed on the
powers of the borrowing company by the financial institutions;

(i) Financial institutions may have their nominees on the Board of Directors of the
borrowing company thereby restricting the powers of the company.

Inter Corporate Deposits (ICD)

Inter Corporate Deposits are unsecured short-term deposits made by a company
with another company. ICD market is used for short-term cash management of a
large corporate. As per the RBI guidelines, the minimum period of ICDs is 7 days
which can be extended to one year.

The three types of Inter Corporate Deposits are:

1. Three months deposits;

2. Six months deposits;

3. Call deposits.

Interest rate on ICDs may remain fixed or may be floating. The rate of interest on
these deposits is higher than that of banks. These deposits are usually considered

by the borrower company to solve problems of short-term funds insufficiency.

Questions

Questions

Public deposits are the deposits that are raised directly from
(a) The public

(b) The directors

(c) The auditors

(d) The owners

HTEST STHT 9 STAT & S &g et & Sgers st &
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True/False:

Trade Credit is secured source of finance.

EEVAEEH
ST R0 3T &1 U qiera & gl

Which of the following is an external source of finance?
(a) Retained earnings

(b) Equity shares

(c)Preference shares

(d) Debentures

efofag d 9 a9 G wrag =a 82

Preference shareholders are called:
(a) Partners of the company

(b) Owners of the company

(c) Executives of the company

(d) Guardians of the company

FLAAT ATTLTCRT [ Hgl ATAT &

Which one of the following is not the feature of preference shares:
(a) Provides fixed rate of return

b) Provides voting rights

(
(c) Get Preference over equity shares
(

d) Part of owner’s capital
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(
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Debentures represent

(a) Fixed capital of company.

(b) Permanent capital of the company.
(c) Owners capital of company

(d) Loan capital of the company
Ra= e &1 wiafafee w2 &
() FHOT T = g
CIEREIEIELIRIR T
WERCIEIE:NEEIEIR Tl

(%T) =T T ST g

What is a source of internal financing or self-financing?
(a) Trade Credit

(b) Factoring

(c) Retained Earnings

(d) Lease Financing

AT TATITooT AT TF-FATaToor 7 & F47 52

a) AT R
b) T

c) f=ra s
d) gt A=

(
(
(c
(

Funds required to purchase fixed assets like Land and Building, Plant
and Machinery and Furniture and Fixtures are called

(a) Business Finance
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(b) Working Capital
(c) Fixed Capital

(d) Commercial Paper

I Sl WA, H47 3T WAL TAT T 19< f¥ ThaFeae STell 3=er g9
#1 Tirg & forw sraezs [Afat 7 Fgr J1ar 2

F) SATFETEF o

) Faefe Ioir

WEEERC

(
(
(
CIEURIEREREN

Statement-l- Participating preference shares participate in the
management of the company.

Statement- lI-Owner’s Funds are called permanent source of finance.
On the basis of above statements, choose the correct alternative:

(a) Statement | is correct; statement Il is wrong.

(b) Statement Il is correct, statement | is wrong.

(c) Both the statements are correct.

(d) Both the statements are wrong.

FAA-l - TEARI ATSHTT T FHOAT o TIed H EATRAT F4d g

FaF-1l - T At 7 o= 7 Ty = F27 ST gl

UL FHAAT o AT I Al Aehed T

a)®FI | 951 g; F99 Il 194 g
b)&Fae Il 9T g, FI9 | 79 g
C)RTHI I Tal gl

d)ETET FIT T B

(
(
(
(

Read the following statements and choose the correct alternatives:
Assertion (A) Interest on Debentures is a charge against profit.
Reason(R) Organisation has to think twice before selecting debt as a
source of finance since it creates additional burden on profits.

Alternatives:
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(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the
correct explanationof Assertion (A).

(b) Both Assertion (A) and Reason (R) are true and Reason (R) is not
the correct explanationof Assertion (A).

(c) Assertion (A) is true but Reason (R) is False

(d) Both Assertion (A) and Reason (R) are not correct.
Frerfertere Fat 1 0% i wd R 1

FAT (A): 0T T TS ATH o [d%g TATL g

FTLOT (R):ERTSA T 31 o &7 & &7 § 37 T 949 FLd T Tgef &l a7¢

=T ATRT FI1oh T ATH T AT I3 92T gl
[EET,
(a) FI (A)ST FHTLT (R)ETHT T 8 3T F1E0T (R)FAT (A)FT TET 2ATEAT 2

(b) FI (A)MT FTXUT (R)ETAT AT & AT FIEOT (R)FAT (A)FT Tal ATE=AT
SR

(c) FAT (A)TeT g AThA FHTLUT (R)STH B

(d) T (AT FTEOT (R)IHT T&T Aal gl

True/False:
Debt is cheaper than equity.

T IATAd:
T, ST | TqE4T B

Ravi invested in a company where he receives a fixed rate of dividend
and is paid before other shareholders at the time of liquidation.
However, he does not have voting rights.

What type of shares does Ravi hold?

(a) Equity Shares

b) Preference Shares

(
(c) Debentures
(

d) Convertible Debentures
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T TREATIT & G0 T AALHATHT & TgA I ATHILT T ST 6T
STAT g1 FTATTh, ST ITH HARTT HT ATAFIL A5l g

T % e e TR F AT E?

(a) fT A

(b) TE=ET SR

(c) Re=x

(d) oREa+T Re=x

XYZ Ltd. could not pay dividend this year due to insufficient profits.
However, shareholders will receive the unpaid dividend in future
years.

Question: What type of preference shares are these?

(a) Non-cumulative Preference Shares

(b) Participating Preference Shares

(c) Cumulative Preference Shares

(d) Redeemable Preference Shares

XYZ frfHes 39 a9 (a3 Td ATH & HIL ATHIL BT A Tl H qhll
BT T, AATETIHT T SANTTHT AT H THIAT AT ITH ZHIT

T T e TR o St QR €2

(a) fre-w=rft srfemT=r 9%

(b) FgAT stfeT= QAT

(c) T=fY srfamT=r Q<

(d) s stfermT=r 9%

An investor wants a safe investment with fixed income and lower risk.
He is not interested in voting rights or higher returns during high
profits.

Question: Which investment is most suitable?

(a) Equity Shares

(b) Preference Shares
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(c) Equity Mutual Funds
(d) Sweat Equity Shares
wF Faers [T s siiv 7 st arar gefera e Jrgar 81 S« aifer

HTRRTL AT IF TV F <O Ig Twar § Frs feerredt 78 /)
TT: I 97 9T g9 SULH 52

(a) Efdt qaT

(b) SRE IR

(c) ST oI e

(d) Tz gt A

A company issued financial instruments at a price lower than their
face value and does not pay any interest. The return is the difference
between issue price and maturity value.

Question: Identify the instrument.

(a) Preference Shares

(b) Equity Shares

(c) Zero Interest Debentures

(d) Secured Debentures

T AT A sifeha g & 7 a9 =i arae S g i 59 s
ST el aa Tl TTawer ST o7 i aRugdT 99 #7 siax< gl

THT: GTE St TZAT o

(a) T=aT A

(b) =t A=

(c) = =TT =T

(d) gefer fed=x

A company issued shares which can be converted into equity shares
after a specified period of time.

Question: Identify the type of preference shares.

(a) Non-convertible Preference Shares

(b) Convertible Preference Shares
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(c) Participating Preference Shares

(d) Redeemable Preference Shares

T HIT 7 OF R 9 e § g, v A st % are sfady aad #
gfatda forar ST aar g

T TOIAT AU F TR T TZATT AT

(a) TREdT ah=aT 99

(b) wREdT ad=ar %

(c) Tt ad=aT 9

(d) sfea a 87T QT

A company is planning to raise funds but does not want to create any
charge on its assets and also wants to avoid compulsory payment
obligations.

Question: Which source of finance should it prefer?

(a) Debentures

(b) Preference Shares

(c) Equity Shares

(d) Secured Loans

T FHAT G &I il ST IT @l @, AT a8 a1 TRl 9 Hls
T AE1 ATET FATEAT ST STAamd sFraTe STt § W =T =gt gl

7o 39 fararr & fore & i arEtAsRar a1 Jngy?

(a) Re=x

(b) =5=aT A%

(c) =&t AT

(d) T=fera ==

A company takes a loan from a bank by pledging its inventory as
security. The bank allows withdrawal up to a certain limit based on the
value of stock.

Question: Identify the type of loan facility.

(a) Overdraft

Page 158 of 233




(b) Cash Credit

(c) Term Loan

(d) Bill Discounting

T HUAT I Te1h T RIET TEHL S T FT AT gl S €1 & o &
AR 9 T A3 HiAT a6 M 6t sgata sar

T ST AT 3 THL 6T T84 DIy

(a) STaTgTHE

(b) T T

(c) arafer o

(d) ot Remrsfe

Assertion (A): Equity shares do not impose a fixed financial burden
on the company.

Reason (R): Payment of dividend to equity shareholders is not
compulsory.

(a) Both A and R are true and R is correct explanation of A

(b) Both A and R are true but R is not correct explanation of A
(c) Alis true but R is false

(d) Ais false but R is true

FI (A): TIFET AT FHUAT IR HE AT B e 981 sl
T (R): STHET SARETIRT HT ATHILT FT SFIATT HLAT AT ARl g
(a) A 3T R TH1 9T € 3T R, A &7 981 TS0 8l

(b) A 3T R 391 &< §, dfh R, A &7 98T SIS0 751 &

(c) A T g, A R 39T g

(d) A 38T g, AR R 97 3

Company A deposits surplus funds with Company B for a short period
of 3 months without any security and earns higher interest than banks.
Question: Identify the source of finance.

(a) Trade Credit

(b) Commercial Paper
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(c) Inter Corporate Deposits

(d) Public Deposits

FOAT A SIAT ATHAT G T FAAT B o T T Al 0l SIel SAarer &
T faT FoReT F2eaT o STHT Xl § Sl dohl | STTerah 3T STford el gl
wo1: foT o = T T Hierul

(a) =TT ]I

(EURIRERE]

(c) sraz-famg ST

(O EIESIEER I

Sudarshan Ltdis going to issue equity shares, Sunil made up his mind
to invest money in the issue. He discussed his plan with his friend, Mr.
Virender Singh who is a stock broker. He advised Sunil to invest in
upcoming public issue of equity shares of Sudarshan Ltd.

Give any three reasons due to which Mr. Virender Singh wants Sunil

to invest in Equity Shares only.

a9 forfiee =fEdt e S &2 ST @ €, gt 9 =4 e & Faer

FA T T a7 AT 81 399 99 39 = 979U [, off fivg fig
FHAT I, ST U T2(F ST gl g (Hg 7 gArer ol gaod forfiee & st
TTASTAE AT | e e 6 gal1g <0

1 ¥z g gy getar F1 Fae ghEet aa § Qe F= #fit g9 37 &

I HTLOT adTE |

Ram and Rahim are friends pursuing BBA in finance.One day, Ram
told Rahim that retained earnings is the cheapest source of business
finance because it is the ploughing back of the profits. On the other
hand, Rahim thought that debt is the cheapest source since it incurs
the least cost.

Whose opinion will be considered right regarding the cheapest source

of business finance? Justify your answer by giving reason.
T MY i A 7 et w7 g e 81 uE Rm ow | ¥ w'r &

g o (Reve atfvve) saaaTias® o &7 999 gedqr & g #7116 oqH
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AT T St ararer Aaer BT Strar 210 98t A w T /ear Ar 8 w5 (39)
HaH FET AT ¢ F 6 399 TIE FA AN AT 2

AT &9 o Ta9 qed | & gael § Theeht T gl AT JAT0I? 370
I FT FHLOT Figd T Hor)

Brinda Ltd, a company dealing in electronics is planning to expand
their business on account of growing demand of consumer’s
electronics. So, the company requires additional funds. The finance
manager reported that, the company is not in a position to bear extra
burden of explicit cost and equity shareholders insisted not to issue
more shares as there is risk of losing control. On the basis of the
given information about Brinda Ltd., answer the following questions:
(a) Suggest a source of owner’s fund most suitable for the company.
(b) Enlist the merits (any three) of source of owner’s fund identified in
part (a).

far forfes, ST soeeiffed & &= & &% 39 aret S0t g, STHA

TAFSI T hT TEAT HIT o FHTLOT I FHTLETE AT (AT e ol TTSTAT AT

TET 8| TETT, FIAT T ATAE o HT Sraez=wvar g1 o yags 7 aarar &
FAAT T ARG FT ATAE S dgd FLA hl #Fd | gl g 3%
QAT F SATF T TS T e 9T AR AT § FAT6 2097 FT 92
== e #T =@ gl e ©rfwes & 9 § <1 T AFHET & e 1y,
Referfea st & 3w it

(F) FAT * 0 Faw I i [E FT & AUl (@) 96 (F) |
TEATH 0w T e 3 & F or (FrE fi) T=hag fifvm)

Simran Tech Ltd has decided to expand its production capacity by
modernizing its plant and machinery at anestimated cost of Rs. 8
crores. It does not have sufficient reserves to finance the expansion.

Suggest any four sources of finance for the company.
AT o ToifHes T ood §39 oiT Hefiadr & mgfaehiehaur gT ou«l

IcqTEd AT g 1 i ot g, et siqafaa @ 8 #E 9 g
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T 3 T 29 (SR 3 (oI 9T (TS ARl §1 FUAT F [or7 O F et
=TT HAT 7 T )

Jhelum Rolls Ltd is a multi-location, multi-product company,
manufacturing pipes in stainless steel/exotic material in wide size
ranges, for wide spectrum of applications. It now wants to cater to the
Indian market and decided to invest in new Hi-tech machines. Since,
the investment is large; the finance manager wants to raise funds
through cheapest long-term source of finance. On the basis of the
given information about Jhelum Rolls Ltd, answer the following
questions:

(a) Identify and explain the source of finance to be used by company
to meet its funds requirement.

(b) State any three merits of the source of finance identified in part (a).

AR o e U Tg-eTH, dg-3cd1g Hadl &, S Afoer s o
e T/ amtE ¥ a9 aredi & [{Eir w7 g, 5w s
AT AR | BraT g1 A Tg AT TS i STe<al wl I FHLAT

FTEAT & 3T Tk o0 39+ A% gre-e Aefiai # fAerer e &1 fAvi foram 81

| Faer 927 8, AT O Taesd a8 9ed arahliod &6d |d 9 99

S[E™T ATEAT gl AR Uod fHee F a § <7 T2 AESRET & e 1T,
Freferfera vt & 39 e

(F) FOAT BT ST AT sraeTsharsti & @1 F & o 9T TR S
Tl T =T T TgaTH HITorT i IHeht SATEAT Hlforu|

(@) AT (F) & T2 T &3 = F Fhegl 1 o7 aq130)

Differentiate between share and debentures.
T T F/OIA H 3Aq¥ FUF Frforu)
a1/ OR

Differentiate between equity share and preference shares.
THAT S AT qATTAFTT 39 § 3T T8 oy

Explain any three merits and three demerits of “loan from commercial
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banks” as a source of finance.
FrfvrSTs gt & forw 70 o7 &1 &9 F |G F ®7 F JUATE % gl o
T ST i T Farsul

ANSWERS

Ans: (a) The public

Ans. False

Ans: (d) Debentures

Ans: (b) Owners of the company

b) Provides voting rights

Loan capital of the company

Ans: (
Ans: (d
Ans: (c) Retained Earnings

ns: (c) Fixed Capital

)
)
)
)
)
)

Ans: (b

Ans: (a)

Ans. True

Answer:(b) Preference Shares

Answer: (c) Cumulative Preference Shares

Answer: (b) Preference Shares

Answer: (c) Zero Interest Debentures

Answer: (b) Convertible Preference Shares

Answer: (c) Equity Shares

Answer: (b) Cash Credit

Answer: (a

)
)
)
)
)
)
)
)

Answer: (c) Inter Corporate Deposits

[ N R N . N I N I N D N [ N (R N R N N S N N N N

Ans. Merits of equity shares:

(i)Equity shares are suitable for investors who are willing to assume
risk for higher returns;

(ilPayment of dividend to the equity shareholders is not compulsory.
Therefore, there is no burden on the company in this respect;

(iif)Equity capital serves as permanent capital as it is to be repaid only
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at the time of liquidation of a company. As it stands last in the list of
claims, it provides a cushion for creditors, in the event of winding up of
a company;

(iv)Equity capital provides credit worthiness to the company and
confidence to prospective loan providers;

(v)Funds can be raised through equity issue without creating any
charge on the assets of the company. The assets of a company are,
therefore, free to be mortgaged for the purpose of borrowings, if the
need be;

(vi)Voting right of equity shareholders facilitate democratic control and

management of company matters.

Ans. Rahim is right.
Financing through debentures is less costly as compared to cost
of preference or equity capital as the interest payment on

debentures is tax deductible.

Ans.
a) Preference Shares

(
(b) Merits of preference shares:
(

vii) Preference shares provide reasonably steady income in the form
of fixed rate of return and safety of investment;

(viii) Preference shares are useful for those investors who want
fixed rate of return with comparatively low risk;

(ix) It does not affect the control of equity shareholders over the
management as preference shareholders don’t have voting rights;

(x) Payment of fixed rate of dividend to preference shares may
enable a company to declare higher rates of dividend for the
equity shareholders in good times;

(xi) Preference shareholders have a preferential right of repayment
over equity shareholders in the event of liquidation of a company;

(xii) Preference capital does not create any sort of charge against

the assets of a company.

Ans. To expand its production capacity by modernizing plant and

machinery, the company has to depend on long-term sources of
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finance. If the company does not have sufficient reserves (i.e.,
retained profits), it may rely on following sources :

(a) Debentures.

(b) Financial institutions.

(c) Equity shares.

(d) Preference shares.

Ans.

(a) Debentures

(b) Merits:

(vi) It is preferred by investors who want fixed income at lesser risk;

(vii) Debentures are fixed charge funds and do not participate in profits
of the company;

(viii) The issue of debentures is suitable in the situation when the
sales and earnings are relatively stable;

(ix) As debentures do not carry voting rights, financing through
debentures does not dilute control of equity shareholders on

management;

(x) Financing through debentures is less costly as compared to cost

of preference or equity capital as the interest payment on

debentures is tax deductible.

1. Ownership and Control

Shares: Shareholders are part-owners of the company. They typically
have voting rights in major company decisions and can elect the
board of directors.

Debentures: Debenture holders are merely lenders or creditors to the
company. They have no ownership stake and do not possess any
voting rights.

2. Returns and Payouts

Shares: Returns are paid in the form of dividends, which fluctuate
depending on the company's profitability. If the company performs
poorly, dividends may not be paid at all.

Debentures: Returns are paid as a fixed rate of interest at regular
intervals (e.g., semi-annually). The company is legally obligated to pay
this interest, even if it incurs a loss.

3. Repayment and Maturity

Shares: Shares represent the permanent capital of the company.
They do not have a maturity date, and the principal amount is
generally not returned to the shareholder during the company's
lifetime.
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Debentures: Debentures are issued for a specific tenure. At the end
of this fixed period (maturity date), the company must repay the
principal amount to the debenture holders.

4. Risk and Priority in Liquidation

Shares: Shares carry a higher risk. In the event of bankruptcy or
winding up, shareholders are the last to be paid after all other
liabilities have been cleared.

Debentures: Debentures carry a lower risk because they are
frequently secured against the company's assets. During liquidation,
debenture holders have a priority claim and are paid before any
money is distributed to shareholders.

5. Convertibility

Shares: Shares cannot be converted into debentures.
Debentures: Certain types of debentures (convertible debentures)
can be converted into shares after a specified period, subject to the
terms of the issue

6.status

Share- shareholders are known as ownersof company.
Debenture- Debentureholders are known as creditors of the
company.

OR

Equity shares and Preference Shares

Dividend Priority: Preference shareholders are paid dividends before
any payouts are made to equity shareholders.

Dividend Rate: The dividend rate on preference shares is fixed.
Equity dividends are variable, depending entirely on the company's
annual profits.

Voting Rights: Equity shareholders hold voting rights and control
over management. Preference shareholders typically do not have
voting rights, except in limited situations where their specific interests
are affected.

Capital Repayment (Liquidation): In the event of bankruptcy or
winding up, preference shareholders have their capital repaid before
equity shareholders.

Redemption & Conversion: Preference shares are redeemable
during the company's lifetime and can sometimes be converted into
equity shares. Equity shares cannot be redeemed (except through
buybacks) or converted.

To explore more about company ownership and investment
fundamentals, review guides from financial platforms

Face value

Equity Shares- face value of equity shares is generally low.

Preference Shares- The face value of preference shares is generally
high.
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Ans.

Merits of Loans from Commercial Banks

The merits of raising funds from a commercial bank are as follows:

(v) Banks provide timely assistance to business by providing funds as
and when needed by it.

(vi) Secrecy of business can be maintained as the information
supplied to the bank by the borrowers is kept confidential,

(vii) Formalities such as issue of prospectus and underwriting are not
required for raising loans from a bank. This, therefore, is an easier
source of funds;

(viii) Loan from a bank is a flexible source of finance as the loan
amount can be increased according to business needs and can

be repaid in advance when funds are not needed.

Demerits of Loans from Commercial Banks

The maijor limitations of commercial banks as a source of finance are
as follows:

(iv) Funds are generally available for short periods and its extension

or renewal is uncertain and difficult;

(v) Banks make detailed investigation of the company’s affairs,

financial structure etc., and may also ask for security of assets
and personal sureties. This makes the procedure of obtaining
funds slightly difficult;

(vi) In some cases, difficult terms and conditions are imposed by
banks. for the grant of loan. For example, restrictions may be
imposed on the sale of mortgaged goods, thus making normal

business working difficult.
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Chapter-8
SMALL BUSINESS AND ENTREPRENEURSHIP DEVELOPMENT

1. Meaning of Small Business

Small business refers to enterprises which operate on a small scale with limited
investment, limited workforce, and comparatively lower production capacity. These

businesses play an important role in employment generation, balanced regional
development, and promotion of entrepreneurship.

Features of Small Business
Limited capital investment
Small workforce
Local area operation
Personal management by owner
Quick decision making

Labour intensive
Importance of Small Business

1. Generates employment opportunities.
. Helps in balanced regional development.
. Promotes entrepreneurial skills.
. Supports large industries.
. Contributes to exports.

. Mobilizes local resources.
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2. Types of Small Business Enterprises

(a) Micro Enterprises- Enterprises with very small investment and turnover.

(b) Small Enterprises-Businesses operating with moderate investment and limited
scale.

(c) Medium Enterprises Enterprises larger than small businesses but

smaller than large industries.

(d) Cottage Industries-Industries carried out mainly by family members

using traditional methods.

(e) Village Industries-Industries established in rural areas using local
resources and labour
3. Role of Small Business in India
Provides large employment opportunities.
Reduces regional imbalance.
Encourages women entrepreneurship.
Promotes exports.
Utilizes local skills and resources.
Helps in economic development.
4. Government Assistance to Small Business
Financial Assistance
o Commercial Banks
e Cooperative Banks
o SIDBI (Small Industries Development Bank of India)

« NABARD
Institutional Support

o NSIC (National Small Industries Corporation)
o DIC (District Industries Centre)

o KVIC (Khadi and Village Industries Commission)
Other Support

o Training facilities
e Marketing support
o Tax concessions
e Subsidies

Entrepreneurship
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5. Meaning of Entrepreneurship

Entrepreneurship is the process of starting and managing a business venture with
the objective of earning profit while taking risks.

6. Meaning of Entrepreneur

An entrepreneur is a person who identifies opportunities, takes risks, organizes

resources, and establishes an enterprise.

Characteristics of an Entrepreneur
1. Risk-taking ability
. Innovation
. Leadership qualities
. Decision-making ability
. Self-confidence
. Hardworking nature
. Creativity

7. Functions of an Entrepreneur

Innovation

Organizing resources

Taking risks

Decision making

Managing business operations
Providing employment

mportance of Entrepreneurship

. Economic development

. Employment generation

. Innovation and creativity

. Increase in national income

. Better standard of living

. Balanced regional development
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9. Entrepreneurship Development

Entrepreneurship development refers to the process of improving entrepreneurial
skills and knowledge through training and education.

Objectives of Entrepreneurship Development
e To encourage self-employment

o To develop managerial skills
e To create employment opportunities
e To improve industrial growth

10. Problems Faced by Small Businesses

. Lack of finance

. Shortage of raw material

. Marketing problems

. Competition from large industries
. Lack of technology

Questions

Small business enterprises generally operate with:
a) Huge investment b) Limited investment

c) Foreigninvestment. d) Unlimited capital

BIe HTIY IR W Y aRE HH Hd &
a) HRI 9= p) Hifta Faw
c) faq=ht A= d) sRfifera geft

Which institution provides financial assistance to small industries?

a) RBI. b) SIDBIc) SEBI. d) LIC

DHF-T TR Y I D i TeTIdl Ue ol 82
a) RBI. b) SIDBI c) SEBI. d) LIC
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An entrepreneur is a person who:

a) Avoids risks b) Takes risks and starts business

c) Works only in government offices d) Only invests money

T 98 ufad § o
a) MAA A FAAN G b) SNRAA I3 § SR T & BT §
c) P BN FATA H HTH HIATS d) HId O A Ha1 8

Cottage industries are generally operated by: a) Large companies

b) Government departments. c¢) Family members d) Foreign
investors

FHER IINT AR W fHdP GRTIAT I §: a) TSI HUMHAT b) TRBHRI
fUTT ¢) TRaR & G d) faaxlt Fazre

Which of the following is a characteristic of an entrepreneur?

a) Fear of failure b) Innovation ¢) Laziness d) Indecision

70 U BH- U Il B faivar 82
a) WA BT % b) TAMER c) HAH d) S0

Assertion (A): Small businesses generate employment

opportunities. Reason ®: Small businesses are labour intensive.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is the
correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true but Reason (R) is not
the correct explanation of Assertion (A).

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

FHYT (A): BIC TTIR ISR & AR T R & | HRU (R): BIS TR
A eI 9 Bt SISl gl 3|

a) BYF (A) 3R FHRUN (R) T Ta! § 3R BRI (R), FU (A) B Tg! AR
gl

b) HYF (A) 3R HRUT (R) ST TE! § At BRI (R), B (A) Bt T8t
RN e 3|
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c) BYT (A) TEI § Al BRI (R) 7Tad 7|
d) BYT (A) TTeld & Afh BRI (R) Tl &

Assertion (A): Entrepreneurs avoid innovation.
Reason ®: Innovation helps businesses grow.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is

the correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true but Reason (R) is

not the correct explanation of Assertion (A).
c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.
HYU (A): STH FARH F FId 5 |
HRUT (R): 39 HIITI! P! 9g4 H AGE HdT 8|

a) BYF (A) 3R HRUN (R) GHI TG § 3R BRI (R), FYT (A) DI gt
RS & |

b) T (A) 3R BRI (R) G el § A BRI (R), YU (A) DI
el SR el 7|

c) BYF (A) Tg! § Afth HRUT (R) 7T B

d) B (A) Td § Al BRI (R) Tel B

Assertion (A): Government provides support to small businesses.
Reason ®: Small businesses contribute to economic development.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is

the correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true but Reason (R) is
not the correct explanation of Assertion (A).
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c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

FHYT (A): IWBR Bl IR} P! Tl &l 81 HRUT (R): Bl

IR 3N b | e Sd B

a) Y (A) R BRI (R) GHI g1 & 3R BRI (R), YT (A) B gl
RS & |

b) T (A) 3R BRI (R) G Tal § A HRUT (R), YU (A) B
el e el 7

c) BYF (A) Tg! § Afth- HRUT (R) T 5
d) BYF (A) TTeld § Afh BRI (R) TE B

Assertion (A): Cottage industries use local resources.
Reason ®: Cottage industries are usually located in villages.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is

the correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true but Reason (R) is

not the correct explanation of Assertion (A).
c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.
HYT (A): TR AN RITI FA1EHT BT ITAT B g |
HRUT (R): FER IUNT HHAR R Tial & Yd g g

a) BYF (A) 3R HRUN (R) GHI TG § 3R BRI (R), FYT (A) DI gt
RS & |

b) T (A) 3R BRI (R) G el § A HRUT (R), YU (A) DI
el SR el 7|
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c) BYF (A) Tg! § A BRI (R) 7Tad g

d) B (A) Td © Afb BRI (R) Tel B

Assertion (A): Entrepreneurship increases unemployment.

Reason R: Entrepreneurship creates job opportunities.

a) Both Assertion (A) and Reason (R) are true and Reason (R) is

the correct explanation of Assertion (A).

b) Both Assertion (A) and Reason (R) are true but Reason (R) is
not the correct explanation of Assertion (A).

c) Assertion (A) is true but Reason (R) is false.

d) Assertion (A) is false but Reason (R) is true.

HY (A): S Y RISHRI el 81 DR (R): ST A ISR B
3faeR UeT 81 & |

a) HYF (A) 3R HRUN (R) GHI TGt § 3R BRI (R), FYT (A) DI gt
AT & |

b) BYUT (A) 3R HRUT (R) GIHI TG1 & b BRI (R), HU (A) B
et IR T8l B |

c) BYF (A) Tg! § Afth HRUT (R) 7T B

d) BYF (A) TTeld § A BRI (R) TE B

ColumnA  Column B

1. SIDBI a. Village industries

2. KVIC b. Risk taker

3. Entrepreneur c. Financial assistance

4. Cottage Industry d. Family-based industry
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5. Small Business e. Limited investment
DIdH A DIdH B

1. SIDBI a. JTH0T IR

2. KVIC b. ST 3™ ara

3. S c. fa<ita ggrar

4. PR JEANM d. URAR-SLTRA I

5. Y qU e. Hiftd o=

Statement 1. Small businesses help in generating employment
opportunities in rural and semi-urban areas.

Statement 2: Small businesses require huge capital investment like

multinational companies.

a) Both statements are true
b) Both statements are false
c) Statement 1 is correct and Statement 2 is false

(
(
(
(

d) Statement 1 is false and Statement 2 is correct

$W;;§§Wﬂﬂﬂwahw{ﬁ-%ﬁ%ﬁﬁﬁw$waaWﬁ
Teg |

HYA 2: BIC JIH! Bl TP HUHAT Bl g R Yoil (=1 B
TG DHdT Bl 2

(a) BT HYT T &
(b) T YT Tl &
(c) YT 1 &I § 3R HYT 2 7Tad §
(d) BYT 1 7TAd 8 IR HYT 2 T8I 8

Statement 1: Entrepreneurship promotes innovation and economic
development.

Statement 2: Entrepreneurs avoid taking risks while starting a
business.

(a) Both statements are true

(b) Both statements are false
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(c) Statement 1 is correct and Statement 2 is false
(d) Statement 1 is false and Statement 2 is correct

FHYT 1: I 3TALA 3R 3Mfep [Fpra &) Igrar <ot 8
FHYT 2: IFH T & HRd IHT SRGH A4 9 §9d B
(a)aﬁa;?«f:fﬂ—tﬁ%

(b) T} YT T §

(c) PUT 1 TE! & 3R HYT 2 TTAd &

(d) BYT 1 7T § 3R HYT 2 TS 3

Statement 1:Startup India provides support and encouragement to
new entrepreneurs.

Statement 2: Startup India Scheme was launched to close down
small businesses in India.

(a) Both statements are true
(b) Both statements are false
(c) Statement 1 is correct and Statement 2 is false
(d) Statement 1 is false and Statement 2 is correct

HYF 1: WICAY ST 7T IYAT B! JETIAT 3R WA USH HRdl o

?ﬁzggz;ﬁwﬁ@%mﬁﬁaameﬁmwamg%mm%
|

(@) S Y I &

(&) T HUT Tad §

& PYT 1 e g IR BYT 2 ToAd &

@) PYT1TTAd g IR PYT2 TSI &

Statement 1: Village and cottage industries use local skills and
resources.

Statement 2: Cottage industries are always established in large
factories with modern machinery.

a) Both statements are true
b) Both statements are false
c) Statement 1 is correct and Statement 2 is false
d) Statement 1 is false and Statement 2 is correct

(
(
(
(

HY 1: T11d 3R FER I B RIFI BRI R JA1eAT BT SXHTA Bl g
ﬁ%z;wmmmwwwwmﬁwm
|
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(a)aT‘ﬁ$?Ff¥|—Eﬁ%
(b) GIFT YT TTd &
(c)PYT 1 el g IR PYT 2 Tad &
(d) BYT 1 TTed g 3R HYUT 2 TEl §

Statement 1: Entrepreneurship helps in improving the standard of
living of people.

Statement 2: Entrepreneurs do not contribute to the economic
growth of a country.

a) Both statements are true
b) Both statements are false
c) Statement 1 is correct and Statement 2 is false
d) Statement 1 is false and Statement 2 is correct

(
(
(
(

HYF 1: SYHIT AN b SNaT TR B! I8k 74 H Aeg Hdl g
B 2: I ST B 31 gfg H AT e) S B
(a)a:ﬁ$?~|:f1v_|€f%

(b) T HYT T &

(c)PYT 1 el g IR PYT 2 Ted &

(d) BYT 1 TTed g 3R HYT 2 T8l §

Source:
“An entrepreneur introduced eco-friendly paper bags in the local
market. His innovative idea reduced plastic usage and created

awareness among customers.”

Question:
Identify the characteristic of entrepreneurship highlighted in the
above source.

£ Iof
"I IIH A R IR H GafaRvl-3%d TR o7 U7 fhu| I g
?ﬁw@%v@wﬁm%@vﬁ%@am%

"

UHY:
IWRITd IId H ISR I DI [a=RIvdT B g |
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Identify the type of industry shown in the images above.

SR <l TS TR H feam U 39N & USR F uga B

Question:
Name the government initiative related to entrepreneurship shown

above.

IR @ T TeRU-ORRAT ¥ I WeR! 3MRiefed o1 am sasu|

Question:
Which role of small business is highlighted in the images above?

W < TS TR H B oo 3 b Y ! feamar man 82
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Explain any three features of small business.

B I Hi foog! A faRiwdrsif & HIET|

Ravi started a small handmade soap manufacturing unit in his
village using local resources and employing local people. His

business gradually became successful.

Questions:
Identify the type of business started by Ravi.

State any two benefits of small businesses.

M 9 3= T H R TreET 3R R AN BT AT BRb 81y I §7
I 1 D1 U BICT T gHe = o1 | GR-4R 391 faem9 9w 8l
T

dJcf:

1. 0 gRI L= U U 999 & TR & ugaH |
2. BRI P o5 & Brg Ia|

Explain the importance of small business in India.

YR H BIc a9l & Hed & JHRU|

Describe the role of government in supporting small businesses.

BIC TGN ! YT o H IRBR DI YT Farsu|

Rohan started an online handicraft business with the help of the
Startup India Scheme. Through this scheme, he received

guidance, easier registration facilities, and financial support. His

business provided employment to many local artisans.
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Questions:
Identify the government scheme discussed above.
State any two benéefits of this scheme.

3. Explain one role of entrepreneurship highlighted in the case.

RN A WU T I B 7eE U TR BT AR o9 L&
a1 50 | & TNT I MY, MM FoRCTH HT gaud 3R o
Teg il | 39 fauY ¥ o8 [T HRITRI &I ISR e |

qdTdT:
1. PR Id18 Ts IRBR! WhiH BT A1 Jd184|

2. T WHIH &S PIs &l IS Izl

3. SHHMA T TS TS UeROIRRT (Uit &) U YiHeT sdsul

A group of women in a village started making organic pickles and
papads at home. Initially, they sold their products only in nearby
markets. Later, with the help of government training programmes
and financial assistance from a self-help group, they expanded
their business. They began using social media for promotion and
employed many local women. Their enterprise became popular for
providing quality products at reasonable prices.

Questions:

Identify the type of business enterprise discussed above. (1 mark)

State any two features of small business highlighted in the case. (2
marks)

Explain any three roles played by small businesses in the development
of the Indian economy. (3 marks

TS Tiq § Afgarsii & T Ig 7 W R g e AR 3R Uge S
R fobdT | L= T, 9 31U IATE Had M-I o SRI H dadt oOf| &1 1,
WRBRY AT I 3R W-Teradr Wig ¥ el onfie wee q I A
PRITR BT AR 511 I TaR & forg areret Hifean &1 seawra e
T b 3R o< T AfResll ol 1 0 3@ S%1 IgH Sferd B!
R 373) T[Urad dTd Sdle IUdsd B & 1T il g1 |

RICINE

« $WR T T HRISR b YHR B UgdM bR (1 3/h)

- I A F 9a U B HRIOR $I DIs &l [RIvdId gand| (2 i)
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« URAH a1 & f[ah™ T BIc HRITRI Bt iy o YHHIE gl (3
3ie)

Ravi, a young entrepreneur, wanted to start an eco-friendly
packaging business. He registered his startup under the Startup

India initiative. Through the scheme, he received guidance
regarding business planning, tax benefits, and easier access to
loans. His business grew rapidly and supplied packaging materials
to many companies. He also introduced innovative biodegradable

products that reduced environmental pollution.

Questions:

1. Name the government initiative mentioned in the case. (1 mark)

. State any two benefits provided under this scheme. (2 marks)
. Explain any three roles of entrepreneurship highlighted in the
case. (3 marks)

f3, T ga1 I, Taferv1 & Srgmd Uil &1 farei i YR o1 dredT Tl
I CIC T SFSTAT Ugd o dgd MU XCIC 3T P IORCH BT | T
I & TINT I oo @, <o & ge iR o 9 @ fiem & &R

T Aee fielt | ST ooy dufl T 9T 3R ST B8 Hufdl ol UbionT BT
M @S [HaTl I U Re & dfsicad Uiede Ht 0w ey, o
TGTaR01 UGHUT HH g3l

dJcT:

1, HY H I8 TS IRBRI Ugd BT A1 Jd5T (1 37D)

2. T WY & dgd e did DI &l KIS 9digdl| (2 3i®)

3. I H Id1s T IHT (entrepreneurship)ﬁﬁ'sc?ﬂ:[ H&@Tﬁ
SdSUI (3 3ih)

ANSWERS

b) Limited investment
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b) SIDBI

b) Takes risks and starts business

c) Family members

b) Innovation

1-c2-a3-b4-db-e

(c) Statement 1 is correct and Statement 2 is false

(c) Statement 1 is correct and Statement 2 is false

(c) Statement 1 is correct and Statement 2 is false

(c) Statement 1 is correct and Statement 2 is false

(c) Statement 1 is correct and Statement 2 is false

Answer: Innovation / Creativity

Cottage Industry / Small Scale Industry

Startup India

Employment Generation

Limited Capital: Small businesses operate with limited investment.

Local Operations: Their market area is usually local.
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Personal Management: The owner manages and controls the business

personally.

Answers:
Ravi started a small business/village industry.

2. Benefits:

Employment generation

Utilization of local resources

Generates employment opportunities.
Promotes balanced regional development.
Utilizes local resources.

Helps in export promotion and economic growth.

Idferd &t fawra &t serar <ar 7

R G1EET BT UGN Rl B

fatd & ggrar &1 3R 3l e H Aeg a1 8|

Describe the role of government in supporting small businesses.

Answer:
Financial support through banks and institutions.
Training and skill development programmes.
Subsidies and tax concessions.

Marketing and technical assistance

The government scheme discussed above is Startup India.

Any two benefits of this scheme are:

Easier and faster registration process for starting a business.
Financial support, guidance, and assistance for new entrepreneurs.
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One role of entrepreneurship highlighted in the case is employment
generation.

Rohan’s handicraft business provided employment opportunities to many
local artisans, helping them earn income and improve their standard of
living.

Answers:

The type of business enterprise is a Small Business Enterprise.

Two features of small business highlighted in the case are:

Small scale of operations.

Limited capital investment and local area operations.

Roles played by small businesses in the Indian economy:

Employment Generation: Small businesses create job opportunities for
local people, especially women and rural workers.

Balanced Regional Development: They help in the development of rural
and backward areas.

Mobilisation of Local Resources: They use locally available raw
materials and skills effectively

Answer:

The government initiative mentioned is Startup India.
Two benefits provided under this scheme are:

o Easier access to loans and financial support.
o Tax benefits and business guidance.

Roles of entrepreneurship highlighted in the case:

Innovation: Ravi introduced biodegradable packaging products.
Economic Development: The business contributed to industrial
growth and business expansion.

Employment Generation: The startup created work opportunities
for people.
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Chapter-9
Internal Trade

Definition/Meaning of Internal Trade — The goods produced in a country may be
sold within the country or outside the country. When buying and selling of goods and
services takes place within the geographical boundaries of a country, it is referred to
as internal Trade.

Types of Internal Trade; Internal trade can be classified into two categories.

(i) Wholesale Trade; It refers to the trade in which goods are sold in large quantities.
(ii) Retail Trade; Retail trade refers to sale of goods in small lots to the
finalconsumers. A retailer buys goods from a wholesaler and sells them to the
consumer.

SERVICES OF WHOLESALER TO MANUFACTURERS

Facilitating Large Scale Production - Wholesaler collects small orders from
anumber of retailers and passes on the pool of such orders to the manufactures and
make purchases in bulk quantities. This enables the producers to undertake
production on large scale and take advantage of the economies of large scale.
Bearing Risk - The wholesale merchant deal in goods in their own name take
delivery of the goods and keep the goods purchased in large lots in their
warehouses. In this process they bear variety of risks such as the risk of fll in prices,
theft, pilferage, spoilage, fire etc.,

Financial Assistance - The wholesalers generally make cash payment for goods
purchased by them. Sometimes they also make advance money to producers for
bulk orders placed by them. This help the manufacturers for their funds.

Expert Advice - As the wholesalers are in direct contact with the retailers they are in
position to advice the manufactures about various aspects including customers taste
and preferences, market conditions, competitive activities and the features preferred
by the buyers.

Help in Marketing Functions - The wholesalers take care of the distribution of
goods to a number of retailers who in turns sell these goods to large number of
customers spread over a large geographical area. This relives the manufacturers
from many of the marketing activities and enables them to concentrate on the
production activity.

Facilitates Production Continuity - The wholesalers facilitate continuity of
production activity throughout the year by purchasing the goods as and when these
are produced and storing them till the time these are demanded by retailers or
consumers in the market.

Storage - Wholesalers take delivery of goods when these are produced in factory
and keep them in their godowns / warehouses. This reduces the burden of
manufactures of providing for storage facilities for the finished products. Thus they
provide time utility

SERVICES OF WHOLESALERS TO RETAILERS

Availability of Goods Retailers have to maintain adequate stock of varied
commodities so that they can offer variety to their customers. They provide the
different products various manufactures readily available to the retailers. This relives
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the retailers of the work of collecting goods from producers and keeping big
inventory of the same.

Marketing Support The wholesalers perform various marketing functions and
provide support to the retailers. They undertake advertising and other sales
promotional activities to induce customers to purchase the goods. It is benefitted to
the retailers to increase the demand for various new products.

Grants of Credit Services of Wholesalers to Retailers The wholesalers generally
provide credit facilities to their regular customers. This enables the retailers to
manage their business with relatively small amount of capital/ working capital
Specialized Knowledge The wholesalers specialize in one-line products and know
the pulse of the market. They pass on the benefit of their specialized knowledge to
the retailers.

Opportunity to get new goods the wholesaler brings to the notice of the retailers
the new type of goods that are produced by the manufacturer. This give opportunity
to get new types of goods for expanding their business.

Risk Sharing The wholesalers purchases in bulk and sell in relatively small
quantities to the retailers. They help us in purchasing small quantities. It also avoids
the risk of storage, pilferage, obsolescence, reduction of cost/ price and demand
fluctuations.

Retailer: Retailer is a person who buys the goods in small lots/ large quantities from
the wholesalers and sells them in small quantities to the ultimate consumers.

Services to Manufacturers/Wholesalers
Help in distribution of goods- As this people are scattered over different
geographical areas. As he helps in the distribution of wholesalers and manufacturers

products by making these available to the final consumers.

Personal selling- In the process of sale Personal selling is must. As the wholesaler
and manufacturer cannot communicate with the customer directly so retailer helps in
this process.

Enabling large scale production- The manufacturers and wholesalers are freed
from the trouble of making individual sales to consumers in small quantities. This
enables the wholesaler and manufacturer relatively work on large scale operations.

Collecting market information- The retailer is direct touch and contact with the
buyer /customer /consumer. He will be collecting the feedback of the products and
help the wholesaler and manufacturer for changes in the products. He remains in
important source in collecting the market information about the taste and preferences
and attitude of the customer/consumer.

Helps in sales promotion- Time to time manufacturer and wholesaler should
provide promotional activities in order to increase the sales of products.

Services to Consumers

Regular availability of products - This is the most important service rendered by
the retailer to his customer is to maintain regular availability of the products by
different manufacturers. This may help the buyer to buy different products as and
when necessitated.

New product information- The retailers arranges the variety products with effective
display along with personal selling efforts, retailers provide important information
about the products and special features for arrivals. This impacts the buyer to buy
the products.
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Convenience in buying- As the retailer are scattered in different areas and located
near by the residences it helps the buyers to buy the products as and when required.
As they buy in bulk quantities and sell in according to the requirement of the
customer/ consumer

Wide selection of products- The retailer generally keeps the wide range of
products of different manufacturers. Which help the customer/ consumer to make
their choice among wide variety of products.

After sales service- Retailer provide different service to his customers after sales
like free home delivery of the products, supply of spare parts, and attending the
complaints. This is an important factor in the buyer’s decision for repeat purchase of
the products.

Giving credit facilities- The retailers sometime provide credit facility to the regular
buyers. This enables the increase of their level of consumption and their standard of
living.

Types of Retailers

1. Itinerant retailers

Itinerant means travelling from place to place. Itinerant retailers have no fixed place
of business. They move from place to place for selling their goods to the consumers.
Itinerant sell in small quantities. They invest a very small amount of capital. They
deal in varieties of goods.

Types of Itinerant Retailers

Peddlers and Hawkers: - This Retailers carry their goods/products on their head
(or) back from one door to another in the streets for selling the goods/ products. Ex:
Vegetables, Fruits, Flowers, Etc.,

Market traders - Market traders are the small traders who open their shops at
different places on fixed days or dates.

Street traders - This trader is also called Pavement Vendors. This people are found
in the places where huge floating population gathers, nearby railway station etc.

Cheap Jacks - Cheap Jacks are petty retailers who have independent shops of a
temporary nature in a business locality. They keep on changing their business from
one locality to another depending upon the business.

2. FIXED SHOP RETAILERS (Small Retailers)
Fixed Shop Retailers - They operate from a fixed location and are self-explanatory.
They are permanent structures that do not relocate frequently.

Types of Fixed Shop Retailers: -

A. On the basis of Small Retailers

These are the retail shops are established in every nook and corner of most of the
cities. They operate their business with small capital and small stock in a fixed place.
General Stores - General stores are commonly found in local market near by the
residential areas. These shops provide basic needs (day to day needs) of the
consumers residing in nearby localities. Ex: Soaps, Stationary, Etc.,

Single line store - Single line stores are those stores which deal in one line of
product only; for example, sweet shop, chemist shop, garment shop, Stationary shop
etc.

Second hand Products Store - These shops generally sell used goods like books,
furniture, automobiles, Etc.,
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Street Stall holders - They are situated in the corner of the street they deal in low
price articles like Soft Drinks, Cookies, Etc.

Speciality Stores Stores -that specialise in one product category, such as women's
clothing, technology, or cosmetics. They exclusively sell things from one category.
Vijay Sales exclusively sells electronics. These shops are frequently located in cities.
They set up shop in a busy area, like a mall, to maximise foot traffic.

B. On the basis of Large Retailers

Departmental Stores

Departmental Stores are a fixed shop which sells different kinds of goods under
different departments in a single building, there may be separate departments for
medicines, furniture, textiles and electronics etc.,

Features of a departmental store

1. They are located at a central place so that maximum customers could reach there.
2. They provide all facilities such as restaurant, travel and information bureau,
telephone booth, restrooms etc.

3. These stores are very large in size and so they are generally formed as a joint
stock company managed by the board of directors.

4. All the purchases in a departmental store are made by the purchase department of
the store centrally and sales are made in decentralised manner.

5. A departmental store combines both the functions of retailing as well
aswarehousing.

Advantages of Departmental Stores.

1. They attract large number of customers

2. convenience to customers as they can purchase number of goods at one place.
3. attractive many services to customers.

4. promotional activities

5. (economies) of large-scale operations are available to them.

Limitations of Departmental Store.
1. lack of personal attention

2. High operating cost

3. Situated at a central place and thus they are not convenient for sudden required
goods.

4. Possibility of loss is also large / high. e.g: loss due to change in the tastes of
customers.

Chain Stores or Multiple Shops.

Chain store or multiple shop refer to network of retail shops that are owned and
operated by same organisation, having similar appearance are established in
localities, and spread in different parts of the country. Bata Shoe Co., Mc Donald’s
etc.

Features of such shops are as follows.

1. They are located in populous localities where maximum customers can approach.

2. The manufacturing or procurement of goods is centralized at the head office. The
goods are dispatched to each store or shop from head office.
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3. Each chain store is supervised by the Branch manager, who is responsible for its
day to day working. He sends all the information like sales, cash deposits,
requirement of the stock daily to head office.

4. All the branches are controlled by the head office.
5. The prices of goods are fixed and all sales are made on cash basis.

Advantages of Chain Stores.
1. No losses on account of bad debts.

2. eliminate middlemen
3.economies of scale.
4 .Diffusion of risk.

5.The goods not in demand in one locality may be transferred to another locality
where they are in demand, which

6. Reduces the chances of dead stock (fransfer of goods).

7. In case a shop is not operating at a profit, then it may be closed or shifted to other
locality (flexibility). Limitations of Chain Stores.

8. Offer limited choice of goods.

9. Rigid controls and uniform policies of the head office. Thus, they are discouraged
from taking initiatives or creative skills to satisfy the customers.

10. Lake of personal interest in each and every customer.

Mail order houses

Mail order business is a type of retail trade where orders for the supply of goods are
received from customers through mail and goods are dispatched through mail. The
goods are supplied either by registered parcel or V.P.P. For this type of business
seller advertises in the leading dailies and magazines and desires the buyers to ask
for quotation or price list from the seller. Mail order business has been described as
shopping by post from the point of view of buyers and selling by post from the point
of view of sellers

Advantages or Merits of mail order business

Mail order system offers the following advantages. They are

1.Less capital needs: Mail order houses enjoy considerable saving in the
investment of capital.

2.A wide market: Now-a-days the mail order business is carried both nationally and
internationally. Adoption of modern mechanical devices to handle orders and prompt
supply encourage customers all over the country to buy by mail.

3.Unusual buying power: Large mail order houses buy in bulk.They enjoy
economies of large scale buying.

4. No risk of bad debts: mail order business, a vast majority of the goods is sold for
cash. So, bad debts are eliminated.

5.Efficient use of capital: The orders are received, goods are mailed directly to the
buyers. middlemen are avoided. So, huge stock of merchandise is not required. Mail
order houses carry a smaller inventory. This results in saving in capital investment.
As there is rapid turnover of stock, capital is not unnecessarily locked.
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QUESTIONS

Karanveer &Sons runs a retail shop in different parts of the country where some
types of commodities are sold at uniform prices. identify the name of such retail
stores.

(A) Multiple shops

(B) Departmental stores

(C) Consumer Cooperative Store

(D) Mail Order Houses

FUMR U5 &H U & HT-37c09T REdl & ReoT ghrel =elrelm 8, STel o T
RE @I ol Teh & HIAT W = St &1 Tl R gepradl &l &A1 1S v|
(A) AT QMTcH

(B) Burédeer Ty

(C) HogF HIAHTRET TR

(D) AT 3iTST 38T

Which of the following is not itinerant retailer?
(A) Market traders

(B) Pavement vendors

(C) Cheap jacks

(D) Speciality shops

st & Pl GF-fATT arerm Reor et &2
(A) AT =5

(B) $eUTY TR AT S7=1 dTo

(C) OF ITHTT ddel dTel

(D) TrfadY eifem

Statement I: Wholesalers purchase in bulk quantity and sell in small lots to the
consumer.

Statement II: The wholesalers perform several marketing functions. They provide
considerable support to the consumers.

Choose the correct option from the following:
(A) Statement | is true and Il is false

(B) Statement Il is true and | is false
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(C) Both the Statements are true

(D) Both the Statements are false

FYA |: Ah YR FS1 AT A AT TG ¢ 3R 38 BIE-BIET AT H I1gaht
I £

FUT | AMeh SATIRY ATHET & Fs I FS &1 I TR P HHT A S &
A R v Rt F ¥ TE e o

(A) FUsT | TET § 3R I 3rea &

(B) ®sT Il HEY & 3R | e &

(C) &r=il YT TET &

(D) ST FUT Il &

Rekha owns a small gift shop in Karnataka. She keeps various gift items like
bracelets, soft toys, fancy clocks, wall hangings etc. Her suppliers are based in
Mumbai. However, they do not send the goods to Karnataka, instead Meera collect
the goods from Maharashtra and takes them to Karnataka where they are sold to
consumers. At which place will GST be applied to the goods?

(@) Karnataka (b) Mumbai
(c) Guijarat (d) Gujarat and Mumbai

X1 &1 FeAlesdh H Th BIET A Aoe AT gohied §1 98 HIT, Aive ST, e
gfsar, afe 813191 ST &g kg &1 Woe 3TseA Wl §1 386 TR} g &
Ed &1 gTcllioh, I TTHTT FeATlesh oTe] Hold,; 3% Tolrd, HRT FAGRISE J JIAT
SHCST Il & 3R 3T Felledh of STl &, S8 dg ATgeh I odT AT g TTATA
W GST &gl R

(b) FS

(d) IeRTd 3R FHes

Government of India, following the credo of “One Nation and One Tax”, and
wanting a unified market in order to ensure the smooth flow of goods across the
country implemented the Goods and Service Tax (GST) from

(@)  April 1, 2020 (b) November 15, 2018
(c) July 1, 2017 (d)August 15, 2016

HRA AIPR o "Th TS, Th " & QYT HT Teled d §U 3R QX & H
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AHATA & AT JaTg Fl FARTT Fel & foIT Th Tehlhd SToIR Felled
3T W, IEJ T FAT FX (GST) A o . ¥ o TR

(a) 1 318, 2020 (b) 15 sIdsX, 2018

(C) 1 SfeTTg, 2017 (d) 15 319Fd, 2016

Ramesh sells vegetables in a cycle rickshaw and moves from place to place.

He provides them at the doorstep of his customers. Which type of itinerant trader
he is?

a) Hawkers

b) Pedlars
c) Cheap jacks
d) Market traders

THAHTS el eI A ST dTe 3 Ueh oI Tg e A IS g U ARG e |

agaqﬁdusqn‘ic‘hq{q|g§ddn+||'o\g1q7q§u|d|% |7 feh g ehTELHe- TheTaTelTeaTa R T8 2

a) BaATelb) HHA-EHEIATAIC) HETHHATTATCNd) HIehegsT

Rajesh is a trader dealing in low-cost fashionable footwear. In order to sell his
goods, he opens his shop on fixed days in different market. In context of above
case. Name the category of that type of retail trade is identified in above line.
(@) Market trader (b) Street trader

(c) Cheap jacks ( d) Peddlers and hawkers

TSI Teh UHT SAMURT § S A AT dlel BT SAIR Il Tl &l T-

3T STGRT # dF feall WX 39ell gohiel -§1 39T HAH S & fow ag 31emT
Gl ¥l 3 QT ITAHS & dedf #H, 38 YR & Gelr IR HT Aofr &1
AT 93T [SEdr ggard 3UX Fr gfFd H T 918 gl

(a) STeIR egmErY )b) S =ATATLY

(c) TFT AT ST aTel )Cheap jacks) (d) Barer 31K SoF arer

Mobile traders who deal in low priced articles with no fixed place of business are
called

(a)  Street stalls Retailers

(b) Hawkers.

(c) Agents

(d)  ltinerant traders

I Th{al aTel SATIRY ST & AT dalell el T TR I & iR SeTemr -
PIS dT FRIGRT [SHET &7 81T, 306 FAT FEd 872
(a) HSH fhelR TleT oM dTel FeIT SATIRY
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(b)  ®darer )Hawkers)
(c) Tolc
(d) gHA) A& arer edmT-Itinerant traders)

Which of the following statements is correct for wholesalers?

(a) They undertake additional activities.

(b) They generally take the title of the goods and bear the business risks in their
own hame.

(c) They engage in buying and selling of goods.

(d) All of these

A AT & fov Arafaf@a & & sia a1 a9 T8y 87

(a) 3 3faRea afafRfRE &= €

(b)d 3 X W AT & AfASRET g 3T AF W oa & 3R sRe
ANT@H 8 39 I W 331 gl

(c) T ATATT Teat 3R STl & FH R gl

(d) I Tafr

serves as the link between wholesalers and customers.
(a) Suppliers (b) Manufactures (c) Retailers (d) All of the
above

Ui fashd3it 3R amgent & g UF HI F HA AT ol
(a) 3Tfciehelt )b) feratar )C) TeT fasheT CNERRES
efr

Instructions:

Read the following passage and answer the questions number 11 and 12

Manish is a wholesale trader of packaged food items in Kolkata. He buys products
like chips, biscuits, and ready-to-eat meals directly from manufacturing companies
in large quantities. He stores them in his warehouse and distributes them to nearby
retail shops. Manish does not sell directly to consumers.

One of his regular clients, Sonakshi, owns a retail grocery store called “Daily
Needs”. She buys limited quantities of products from Manish based on her shop’s
demand. Sonakshi sells directly to consumers, accepts payments via UPI, and
often advises customers on product choices. She also provides home delivery for
regular customers.

Who among the following is a wholesaler in the story?

a) Sonakshi, because she deals with food items

b) Manish, because he sells directly to consumers

¢) Manish, because he buys in bulk from manufacturers and sells to retailers

d) Sonakshi , because she offers home delivery
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forder:
A feT T 3nTesde @ ¢ AR wReT HEar 11 3R 12 & I &)

FATY Hlclehial H Yhese T Jerdt &l Ui My g1 a8 oo, afee 31k
Tt & T dIR S (ready-to-eat meals) S 3cd1g WY AHATUT F arelr
sl & 957 AT H @S §1 98 3¢ I MeH A @ g AR 3mF-arF
! GeT geprell # fIART Far g1 FAT e SUHIFATIN Bl fGhr g0 e g

35! AR amgel & @ Th, WA, "Soll Aigdy” A AT Uh Gedr fh
gelel &1 A §1 96 39 ghtel T AT & HUR W FAY § WA #Ar 7
3cd1g @AGAT g1 AiATal He 3UHFAT3T & foshr Xt g, UPI & ATeTs 4
AT TR AT 8, R HFEX ATEhT &I 3cUGT & Tl & R H Fellg Sl
¢l a5 TafAd aew & fav g Beled & glawr o yere wer 2

3H gl H Arfaf@d # & &l te e T g2
a) Ti=ett, Fifr a8 Wey uerdf &I IR Hdr &
b) FAIY, Fifch ag AT ITHFATIT T AT LT §

c) HAY, Fifeh a5 fAATA3T & deh A Tlear & 3R Gexr fasharsit #r swar §
d) @erref, #ife a5 g fBeladr & giaur & &

Which of the following correctly distinguishes between a wholesaler and a retailer?
a) Wholesalers buy in small quantities, while retailers buy in bulk

b) Retailers serve as a link between manufacturers and wholesalers

c) Wholesalers sell to retailers, whereas retailers sell to final consumers

d) Retailers are involved in production, wholesalers are not

PR & ¥ F-87 ReeT diw T 3N gexr fAdFar & T @@ i
qaTar 82

a) e fashe A AT F Tl ¢, STafd gexr faskar o351 A1 7 wlied gl
b) Ge1 fashdlr, AT 3R e fAshci3it & o Teh H3Y &1 FH A 8l

c) 21k fashdT, GexT fashdait T dad 8, Stafeh QGer fashar 3ifde 3usiieransif
Iad &l
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d) Ge1 fashell 3cdeet & 7 enffer g &, Siafeh Al fashar &ei|

Read the following statements, Assertion and Reason and choose the correct
alternative from the given below.

Assertion (A) : The departmental Stores are generally formed as joint stock
company.

Reason (R): All the purchases in a departmental store are made centrally by the
Purchase department.

Alternatives:

(a) Both Assertion (A) and Reason (R) are true and Reason(R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true and Reason(R) is not the correct
explanation of Assertion

(c) Assertion(A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

I e v FYEr, 3fFeys iR FRoT # 9¢ 3R A T v RAdedt A @
el fashed 4|

HFRYA )A): SUIEHET TR IHAR W HIFT Feleh HUal & & H TA0 ST
gl

FROT )R): BurédAce ¥R & T3l @i, @l AT garr FaT &9 § & ATl
gl

ICE TRk

(a) ATAFYT HA) 3R FROT )R) el T § 3R FROT R), ATARYT HA) Fr T@r
SATEAT B

(b) 3TfAFRYT )A) 3R FRUT R) el T g 3R FROT R), AfFFYT Fr T&r
SITEAT 8T gl

(c) ITAHYUT )A) T g, olfched HRUT )R) 30T gl

(d) 31U HA) 31T &, difthed FROT )R) T B

Read the following statements carefully and choose the correct alternative from the
following.

Statement 1: Import of goods and services is treated as inter-state supplies and
would be subject to IGST under GST.

Statement 2: GST is a destination based consumption tax with facility of Input Tax
Credit in the supply chain.

Alternatives:

(a) Both the statements are true.

(b) Both the statements are false.

(c) Statement 1 is true and Statement 2 is false.

(d) Statement 1 is false and Statement 2 is true.

[ArAff&d et @I eaeqas 96 3R & B 71w fashedt 7 & @& fashoq
|

YT 1: TEIIHT IR Q13T & INAIT T 3R TG YT AT ST & 3R-
GST & d8d 38 W IGST 19 g
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YT 2: GST Teh ARG 3TN & g-, Toad 3l H@en & geiqe Taq
ShiST &l Fiaem 3qels gl

IGE TRk

(a) S FUT T &1

(b) E¥AT HUA 3T gl

(c) FYUT 1 T g IR HYUT 2 34T ¢l

(d) FUT 1 38T g 3R FUAT 2 T gl

Suresh is the proprietor of a Men’s wear shop located in the city. Which type of
Retail shop is it ?

(a) General Stores (b) Speciality shops
(c) Street Shops (d) Second hand goods shops

T BT A TEIT GEW & FHUS T T gohlel & Alfdeh ¢ Ig g JahR &
GeT gl §7?
(a) STolRel TR (b) Toerferdr ey

(c) T ATeH (d) Aehs &S AIHTA &I gohlel

Sonu sells vegetables in a cycle rickshaw and moves from place to place.

He provides them at the doorstep of his customers. Which type of itinerant trader
he is?

a) Hawkers b)Pedlars c) Cheap jacks d) Market traders

Al Arsfohel Rerer oX Afsoral daar § 3R T Se1E § g8l SieTg g gl
agm?rm%m—ﬁwé‘rﬂ%lﬁqgmw%l a8 fFa g 1 gAfRE -
IR el Tl IR g7

a) BaTeT b) gH e ST« aTell-c) EAT A 99« Tl d) STl SITIRY
‘Bata stores’ is an example for which type of retail shops ?

(a) Departmental Stores (b) General stores

(c) Multiple Shops (d) Specialty shops

‘Bata stores’ fohd FehR T GeT gehleil T Teh 3ETEI0T 72

(a) F3uTéHTe TR )b) STelkel T

(c) AcETel 2ATeg )d) TAfALY Qe

One example of Small-scale Fixed retailers among these is
A. Pedlers B. General stores C. Hawkers D. Cheap Jacks

SIH ¥ BIC YA & TURN Ger fasha13il ST T 3eTexor &
A. Barel B. Selel TR C. gl D. I&S TTHTA Sda1 drel

Wholesalers serve as an important link between the manufacturers and retailers.
Which of the following statement is true about wholesalers?
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(a) The wholesaler buys goods in bigger lots.
(b) The wholesalers usually specialize in one particulars line of products.

(c) Wholesalers undertake additional activities like grading of products, storage,
promotion of goods, etc.

(d) All of the above.

e fashr, P#Tans 3 gewr fasant & @ v Agcaqol #3 #1 HH Fd
g1 o faghanst & ar 7 frafaf@a & & Fia a1 w5 a7 82

(a) 2 faohdr a3 &A1 F AT @Wlea &l

(b) Ut fashdr 3MAAR 9 3cqrer @ frar e faow Soft & fGewaar w@a gl
(c) ATk TashdT 3carar Fr ATSeT, HSROT, AT FI JAR 3fe oy faRkaa
afafafeat o & g

(d) 3T ||

Petty retailers who have independent shops of a temporary nature in a business
locality. They keep on changing their business from one locality to another,
depending upon the potentiality of the area.

However, the change of place is not as frequent as in the case of hawkers or
market traders - are

(a) Second hand goods shop (b) Cheap Jacks

(c) General Stores (d) Streat Traders

oI GeT Tashdl, Toeteh! fohdl caraarider aiF & AR gepfd & Fads gohlel
gIcl &1 I &1 I HATGI3N & 3MYUR W, el SHGHTT T T Teh &1 & G
&7 H dgold Ed &

gTelifeh, TATT IRAd 3deil IR 181 &dT, [oidelr IR HIarel a1 IR &
SIMATRAT & HATAST H gar g 3 & -

(a) XA =it T gehTel )b) TES FHA S°=1 dTed )Cheap Jacks)

(c) SR T )d) TS [FeIR IR T aTel

An MBA student while showing presentation the topic 'Internal trade' cites the
examples of 'Bata Shoe Company', having its headquarters in Mumbai where it has
its showrooms at different locations of the city as well as in various cities all over
India. The products of the company carry the same price in all these showrooms.

a. Identify the type of shop cited in the example.

b List any two features of such shops

T MBATCET SeXoTel ¢35 elfUsh T Ioieesl fe@d U 'Ser <] 9= T 3eTeor
ear &, Toen gsarcy Hag & &, Sl AT o 3TeN-37009T dlieheled X 3R Q@
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R & 3TeTeT-37eTdT AT H b AEA &l 37 THT MFH H YT & Asecd Hr
AT TH T T

a. 3ETEX0T H §c1S 95 gohlel T <Y Tgala |

b T gl T IS & WIFRAT ATl |

Fixed shop retailers are shops which have a permanent establishment to sell their
products. One of their characteristics is that they need not move from place to
place for product selling. In the same manner, specify the other characteristics of
these retailers and explain its classification.

fEuR gpret arel Qe fasheT TAT gahlet Bicll & Toletehr 379el 3cuel &l auet &
T v TURT TSFET AT §1 ST Teh [9wdar I § T 3o 39 3cUig adat
& foT v SetE @ q@Y S8 el AT TERTehdT F6T Bial| SET YR, 3eT TeT
fAsha13il &1 3T TAATAT3H FT Iool@ HY AR Soich FIfienioT Fr TEAT S|

State the meaning of ‘Mail Order House’ and which emerging mode of business is
replacing the mail order house. Give two examples of such business organization.

AT 3TST 139 &1 3T Tose ffav 3R Jasv F Faqra &1 Hia-ar 33dr
§maﬂ¢rﬁﬂa‘%¢slsaﬁddls o T|T &1 0T caraariRe gEAdt & ar
3CIEI0T GIfST|

State the meaning and three features of ‘Departmental Store’

TBUTEHee TR & 37T 3R 39 i [AAvae sasv|

Sunbeam Pvt. Ltd. is a company that manufactures wooden chairs and tables.
Instead of selling directly to retailers across the country, the company relies on
wholesalers in different regions. These wholesalers purchase furniture in bulk,
store them in their warehouses, and sell smaller quantities to local retailers. The
wholesalers also help retailers by offering goods on credit and updating them about
the latest furniture designs. Moreover, they give valuable feedback to Sunbeam
Pvt. Ltd. about the demand in different markets, helping the company plan its
production accordingly.

1. Mention any two services provided by wholesalers to manufacturers in the above
case.

2. How do wholesalers help retailers in the given case?

Sunbeam Pvt. Ltd. Teh Ul &uelt & ST oohsl T HEAT 3R A Farelr &1 QU
# Qe Tashe 3t & WY Sl & T, HUAT IeMT-37009T &1 & Aleh FAshel3it
9T IR @ &1 T O [dr 99 AT #H GedlR @led ¥ 3 39 aerHAr 7
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ST X €, 3R TRt gewr st @1 ol AEr 7 S §) o fasr,
GeT fashdT3il & 3UR W TAA g IR 3eg Belldl & AT-AT fSorgat & IR
H SATASRRT ¢ HT A Hld g1 39 3erdar, d Sunbeam Put. Ltd. T 37eT9T-
31T IIRT & AT & aR H T8 TRy (PrEde) 3 &, foad Suelr & 36
fRaTT & 39T Il dF el H HAce Heldr gl

1. 3R T 10 #AHS H, Mk vt garr ATt &1 & S arelr &g o a
JaT3T o1 5k L

2. CU T AHS H, M fIshcl Ger fAshc1ail &1 Aee FA X 82

Timex Store is network of retails shop and operated by Timex company .There
shop operate in different parts of country. One can easily these shops in any part of
country as they same appearance, even their interior is also identical. All the shops
are supplied the goods from head office only. Even store some goods at uniform
prices.

(a) State the type of retail store mentioned in above case.

(b) State any five features of that store.

TEAFH TR R gFell &1 T dicash § IR TsAFH Fet 50 FTolreh g1 A
el =T & 3elal-37e1dT fRedl & Tercl €1 I 8 goT geprail ol aer & fordly ot
REd & 3O ¥ 2@ Thar § Fife ¥ REa & e o1t &, T8T do F s
SARIT & v Sar &1 @l gelel 1 WA g3 Jifhd & & Joels fohar Sirar
g TET $o AT Teh ST Haal | o TR e sid g

(a) W AT T RNET TR H BT FAV |

(b) 38 TR $I S ura @ifdTd Idd|

Gursharan Singh owns a large-scale retail outlet in Chandigarh. He deals with
various kinds of products in his shop like textiles, footwear, cosmetics, stationery,
Grocery, etc. He sells them in different divisions in his big shop. In contest of the
above case.

1. identify the type of retail outlet being described in the above lines

2. State any five features of that outlet.

IREROT g FT TG A Tk 99 YA T Reer 3m3cele g1 a8 39el gohred H
%S TG & 3cUlal & AN F &, S o FHusT, S-Touel, HieATeard, T,
fortrel &1 WAt 311TS| a8 39N SH 997 gl H $oT 3cUTal Sl 3elal-3el
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fqament & sTa &1 3Wied ATHS & TedT H:

1. 3R fordr 9fFaat & 59 Red 3m3cee & ol fham =T §, 39 Yo T
IgdTT |
2. 38 3T3cale T Fig Ura [AAVATT |

***************************E N D OF QU ESTlONS***************************************

Answers

(A) Multiple shops

(D) Speciality shops

(D) Both the Statements are false

(a) Karnataka (according to the rule of destination in GST)

(c)July 1, 2017

(a) Hawkers

(A) Market trader

(d)  ltinerant traders

(d) All of these

(c) Retailers

(c) Manish, because he buys in bulk from manufacturers and sells to retailers

(c) Wholesalers sell to retailers, whereas retailers sell to final consumers

(b) Both Assertion (A) and Reason (R) are true and Reason(R) is not the correct
explanation of Assertion

(a) Both the statements are true.

(b) Speciality shops

(a) Hawkers

(c) Multiple Shops

(B). General stores

(d) All of the above.

(d) Streat Traders
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Multiple Shops/Chain Stores
Important features of Multiple shops are: (any 2)

(i) Large Size: Chain stores operate on a large scale. Huge investment is
required to to set up identical shops in different parts of the country.

(i) Location : These shops are located in fairly populous localities where
sufficient number of customers can be approached.

(i)  Centralised Purchases: The head office makes all the purchases for all
these multiple shops. Thereafter goods are dispatched to different shops as per
their requirements.

1.Compared with the itinerant traders, normally they have greater resources and
operate on a relatively large scale. However, there are different size groups of fixed
shop retailers, varying from very small to very large.

2.These retailers may be dealing in different products, including consumer durables
as well as nondurables.

3. This category of retailers has greater credibility in the minds of customers, and
they are in a position to provide greater services to the customers such as home
delivery, guarantees, repairs, credit facilities, availability of spares, etc.

Mail order houses are retail businesses that sell goods to customers through mail-
order catalogues or online platforms, without requiring customers to visit a
physical store.

B to C is replacing mail order house

Example: Flipkart, Amazon

A departmental store is a large retail establishment offering a wide variety of
goods organized into distinct departments under one roof. Key features include a
large size, a central location, a wide range of products, specialized departments,
and centralized management.

1. Large Size and Central Location: Departmental stores are typically large,
occupying significant physical space, and are usually located in central areas of a
city to attract a large customer base.

2. Wide Range of Products: They offer a vast array of goods, often categorized into
different departments, allowing customers to find a variety of products, from
clothing and electronics to groceries and home goods, all in one place.

3. Specialized Departments: Each department within a departmental store focuses
on a specific product category, like clothing, cosmetics, or electronics, allowing for
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specialized service and product knowledge.

4. Centralized Management and Purchasing: While departments operate
independently, they are usually overseen by a centralized management structure,
which often handles centralized purchasing to benefit from economies of scale.

1. (i) Bulk Buying and Storage — Wholesalers purchase furniture in large quantities
and store them, reducing the manufacturer’s burden of storage and distribution.

(i) Market Information — Wholesalers provide feedback about market demand and
trends, helping the manufacturer in production planning.

2.Wholesalers help retailers by:

(i) Supplying goods in small quantities as per their need, which reduces their
inventory cost.

(ii) Offering credit facilities, allowing retailers to sell goods first and pay later.

(iii) Sharing information about the latest furniture designs, helping retailers meet
customer demands effectively.

Chain store 1 mark

Large size, one line product, quality uniform prices, located in populous localities
(1 mark for each features)

Chain store 1 mark

Large size, one line product, quality uniform prices, located in populous localities
(1 mark for each features)
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CHAPTER-10

INTERNATIONAL BUSINESS

Meaning of International Business

Manufacturing and trading beyond the boundaries of one’s own country is known as
international or external business. It can be defined as those business activities that
take place across the national frontiers.

Scope of International Business

1. Merchandise Exports and Imports It includes trade in goods that are tangible.
They can be touched and seen like machinery, garments, etc.

. Services Exports and Imports This involves trade in intangibles and therefore
it is also known as invisible trade. It cannot be seen and touched but can only
be felt like tourism, travel, insurance, etc. They are the major constituents of
world trade.

. Licensing It is permitting another party in a foreign country to produce and sell
goods under one's own trademark, patents or copyrights in lieu of some fee.

. Franchising It is similar to licensing but it is used in connection with services
only. Pizza Hut, Dominos, etc. operate through this system. They also pay a

fee for the use of the name.

. Foreign Investments This is the investment of funds in abroad in exchange of

financial return from that country in the form of profit, interest or dividend. It is
of two types:

(i) Foreign Direct Investments (FDI) It takes place when a company
directly invests in properties such as plant and machinery, land and
building to undertake production and marketing of goods and services
in those countries.

(ii) Portfolio Investments It takes place when a company invests in another
company by acquiring shares of that company or giving them loans
and earn dividend on shares and interest on loans.

Advantages of International Business

International business provides benefits to nations as well as business firms.

Advantages to Nations

e Earning of Foreign Exchange: International business helps a country to
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import those goods and services which it cannot produce efficiently such as

petroleum products and fertilisers, etc. Thus, it helps to earn foreign
exchange

More Efficient use of Resources: International business operates on a
principle that the countries should tend to produce goods in which they have a
comparative advantage or which they can produce efficiently. This results in
prevention of wasteful duplication of resources.

Improving Growth Prospects and Employment Potentials: International
business results in increase in employment opportunities directly or indirectly.
It results in increase in production and for this demand, requirement of labour
also increases.

Increased Standard of Living: In the absence of international business, it
would not have been possible for the world community to consume goods and
services produced in other countries that the people in these countries are

able to consume and enjoy a higher standard of living.

Advantages to Firms:

Prospects for Higher Profits: \When prices in the domestic market are low,
firms can earn more profits by selling their products in those countries in
which prices are high.

Increased Capacity Utilisation: Many business and industrial enterprises
have unused capacity, that can be efficiently utilised for further production.
Thus, surplus production can be used to generate extra profits from foreign
trade.

Prospects for Growth: \When the domestic demand for a firm’s product or
services start getting saturated in the domestic market, then firms can
considerably improve prospects of their growth by venturing out in the
international market.

Way Out to Intense Competition in Domestic Market: Highly competitive
domestic market drives many companies to go international in search of
markets for their products.

Improved Business Vision: Most enterprises have an urge to grow, to
become more competitive, to diversify and derive the benefits of going global

through international business.
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Disadvantages of International Business

Distance: Due to long distances between countries, it is difficult to establish
personal and quick contacts between traders from different countries. There is a
large time gap between the placement of order and receipt of goods from foreign
countries.

Different Currency: Each country has its own currency. Payment for imported

goods is made in foreign currency and payment for export is also received in foreign

currency.
Different Languages: Different languages are spoken and written in different
countries. It is therefore, difficult for traders to understand each other. One must
know the foreign language or appoint someone to read the price lists of foreign
countries.

Legal Formalities: International business is monitored by the government. Prior
permission has to be obtained before exporting or importing goods or services. A
large number of documents have to be filed and custom duties are paid on imports
and exports.

Blocked Capital: Traders have to often depend upon a chain of intermediaries in
international business. There is a long time gap between the dispatch of goods by
the exporter and their receipt and payment by the importer. Therefore, the capital of

the exporter is blocked for a long period.

Reasons for International Business

The countries cannot produce equally and cheaply all the things that they need. This
is because of the following reasons:
» Unequal distribution of natural resources among them or differences in their
productivity levels.
Availability of various factors of production such as labour, capital and raw
materials, differ among nations.
Labour productivity and production cost differ among nations due to various socio-

economic, geographical and political reasons.

Export Trade
It is a mode of international trade in which goods produced in the domestic country

are sold to the residents of another country.
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Objectives of Export Trade:

1. Sell Surplus Goods: A country may produce a commodity in such quantities
that are more than its needs. The country can sell its surplus output to foreign
countries. In this way, export trade is undertaken to make productive use of
surplus goods.

. Better Utilisationof Resources: Export trade widens the market for goods. A
country can make better utilisation of its resources by producing goods on a
large-scale, both for domestic use and for export.

. Earn Foreign Exchange: A country can earn valuable foreign exchange
through export.

. Increase National Income: Export trade helps a country to increase its
national income.

. Generate Employment: The growth of export trade also creates employment
opportunities.

. To Create International Cooperation: Export trade improves mutual
understanding and cooperation between nations.

Procedure for Conducting Export Trade

Step1: Receipt of enquiry and sending quotations:
Importer sends enquiry for price, quality, terms
Exporter replies with proforma invoice (quotation)
Receipt of order or indent:
Importer places order if satisfied
Order includes: quantity, price, delivery terms, packing,

instructions

Step 3: Assessing importer's creditworthiness and securing a

guarantee for payments:
Exporter checks importer’s ability to pay
To reduce risk, asks for Letter of Credit (LC)
Obtaining export licence:
Open bank account (RBI authorised)
Obtain IEC (Import Export Code) from DGFT
Register with Export Promotion Council & ECGC
Obtaining pre-shipment finance:
Exporter gets finance from bank after confirmed order & LC
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Production or procurement of goods:
Goods prepared as per importer’s specifications
Pre-shipment inspection:
Inspection by authorised agencies
Under Export Quality Control & Inspection Act, 1963
Excise clearance:
Clearance from Excise Commissioner
Duty exemption/refund available = Duty Drawback
Obtaining certificate of origin:
o Certifies country of manufacture of goods
o Helps importer claim tariff concessions
Reservation of shipping space:
o Exporter books space with shipping company
o Receives shipping order
Packing and forwarding:
o Goods packed & labelled: weight, address, destination, etc.
o Transport to port arranged
o Railway receipt acts as title to goods
Insurance of goods:
o Goods insured against loss/damage during transit
Customs clearance:
o Goods cleared by customs before shipment
o Documents required: Export order, Invoice, LC, Certificate of
Origin, Inspection certificate, Insurance policy
Obtaining mate's receipt:
o Issued by ship captain after loading

o Handed to port superintendent — given to C&F agent

Payment of freight and issuance of bill of lading:

o Issued by shipping company after freight payment
o Proof of shipment + ownership of goods
o For air: Airway Bill
Preparation of invoice:
o Final invoice sent to importer

o Shows quantity & amount payable
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Step 17: Securing payment:
o Exporter sends documents via bank
o Bank releases documents to importer on payment/acceptance
o Called negotiation of documents

Documents used in Export Trade

I. Documents related to Goods Exported:

1. Export Invoice: It is a seller bill information about goods like quantity,
number of packages, name of ship, terms of delivery, payments, etc.

. Packing List: This document provides complete details regarding the
goods exported and the form in which they are being sent.

. Certificate of Origin: It specifies the country in which the goods are
being manufactured. This certificate enables the importer to claim tariff
concessions or other exemptions. It is also used in the case when
there is a ban on import of some goods from certain countries.

. Certificate of Inspection: It is the certificate that states that the
consignment has been inspected as required under the Export (Quality
Control and Inspection) Act, 1963. It is issued by some authorised
agency Export Inspection Council of India (EICI).

Documents related to Shipment of Exported Goods

1. Mate’s Receipt: This receipt is issued by the captain or mate of the ship
to the exporter after the goods are loaded on board of the ship. Such
receipts contain name of the vessel, description of packages, marks,
condition of the cargo, etc.

. Shipping Bill: With the help of this document, permission is granted for
the export of goods by the customs office. It contains details regarding the
goods being exported, name of the vessel, exporters name and address,

country of final destination, etc.

. Bill of Lading: It acts as an evidence regarding the acceptance of

shipping company to carry the goods to the port of destination. It is also
referred to as document of title to the goods and is freely transferable by
endorsement and delivery.

. Shipping Order: It is an instruction to the captain of the ship to receive
the specified goods on board after their customs clearance at a

designated port.
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5. Airway Bill: It is a document issued by the airline company on receiving
the goods on board its aircraft and at the same time giving its acceptance
to carry them to the port of destination.

. Marine Insurance Policy: It is a document containing contract between
the exporter and the insurance company to indemnify against loss.

. Cart Ticket: It is also known as cart chit or gate pass. It is prepared by the
exporter and contains details regarding export cargo like number of
packages, shipping bill number, port of destination, etc.

Ill. Documents related to Payment of Exported Goods:

1. Letter of Credit: It is a guarantee letter issued by the importer bank
stating that it will honour the export bills to the bank of the exporter,
upto a certain amount.

. Bill of Exchange: It is a written document in export and import
transactions in which exporter asks the importer to pay a specified
amount to a certain person or the bearer of the document. The
importer claims the title of exported goods only when he accepts the
order in bill of exchange.

. Bank Certificate of Payment: It is a certificate specifying that
necessary documents relating to the particular export consignment
have been negotiated and payment has been received in accordance
with the exchange control regulations.

Import Trade

It is a mode of international trade in which the residents of a domestic country
purchases goods from a foreign country.
Objectives of import trade:

1. Speed Up Industrialisation: Developing countries import scarce raw
materials and capital goods and advanced technology required for rapid
industrial development.

. Meet Consumer Demand: The goods which are in demand but are not

available in the country are imported to meet consumer demand.

. Overcome Famine: During famine, a country can import foodgrains and

other essential commodities to prevent starvation.
. Ensure National Defense: Countries like India import equipment for its

armed forces Army, Air Force and Navy. Such imports enable the country to
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ensure its sovereignty and territorial integrity.

Procedure for Conducting Import Trade

Step 1:

Trade enquiry:

Importer gathers info about exporting countries/firms from trade
directories, associations.

Approaches export firms for export price & terms.

Exporter replies with Proforma Invoice = quotation.
Procurement of import licence:

Some goods need import licence, some are free.

Importer checks EXIM Policy to confirm if licence required.
Obtaining foreign exchange:

In India, forex regulated by Exchange Control Dept. of RBI.
Importer applies to RBI authorised bank for forex sanction.
Bank scrutinises application — sanctions forex for import.
Placing order or indent:

After getting import licence + forex sanction, importer places
order/indent with exporter.

Indent = details of goods ordered.

Obtaining letter of credit:

If payment terms accepted by both parties, importer obtains LC
from his bank.

LC = bank guarantee of payment to exporter.

Importer forwards LC to overseas supplier.

Arranging for finance:

Importer must arrange funds in advance to pay exporter on
goods arrival at port.

Avoids heavy penalties/demurrage for uncleared goods.
Receipt of shipment advice:

After loading goods, exporter sends Shipment Advice to
importer.

Contains: shipment details, vessel name, date, etc.
Retirement of import documents:

Exporter prepares documents as per contract + LC — gives to
his bank.
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Bank sends docs to importer's bank for negotiation.
Docs include: Bill of Exchange, Commercial Invoice, Bill of
Lading/Airway Bill, Packing List, Certificate of Origin, Marine
Insurance Policy.
Arrival of goods:
Carrier in-charge informs dock/airport officer about goods
arrival.
Submits Import General Manifest = details of all imported goods
on ship/aircraft.
Step 10: Customs clearance and release of goods: All imported goods must
pass customs.
Steps:
(i) Delivery Order: Obtain from shipping company after paying freight.
Entitles importer to take delivery.
(ii) Port Trust Dues Receipt: Pay dock charges — submit Application to
Import to landing & shipping dues officer — get receipt.
(iii)Bill of Entry: Filled for customs duty assessment — pay duty —
present to dock superintendent for examination.
(iv)Release Order: After dock superintendent’s satisfaction — port
authority issues release order after charges paid.

Documents used in Import Trade:

1. Trade Enquiry: It is a written request by importer to exporter for price and
terms of export.
. Proforma Invoice: It contains details of quality, grade, size, price and terms
of import/export.
. Import Order or Indent: It is the importer's order to supplier with details of

goods, quantity, price, packing and payment mode.

. Shipment Advice: It is sent by exporter to inform importer about shipment

and includes invoice no., B/L, vessel name, date and goods details.

. Bill of Entry: It is filed by importer with customs for duty assessment and
clearance of goods.

. Sight Draft: It is a bill of exchange payable immediately on presentation by
the importer.

. Usance Draft: It is a bill of exchange payable after a specified time period.
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. Import General Manifest: It is submitted by carrier to customs with details of

all goods on vessel/aircraft.

. Dock Challan: It is the receipt for dock dues paid by importer to port

authorities.

World Trade Organisation (WTO)
It was setup on 1st January, 1995, replacing the General Agreement on Tariffs and
Trade (GATT). The headquarters of WTO is at Geneva in Switzerland. WTO has an

international status, similar to that of the International Monetary Fund (IMF) and the

World Bank.It was set-up to promote free and fair trade amongst nations. India is a

founding member of WTO. All the members of WTO are required to adopt laws and

policies framed under WTO rules.
Objectives of WTO

To ensure reduction of tariffs and other trade barriers imposed by different
countries.

To engage in activities that improve the standards of living, create
employment, increase income and effective demand, facilitate production, etc.
To promote an integrated, viable, durable trading system and ensure
international peace.

To settle disputes among member nations.

To ensure a smooth process for international trade by framing common rules
and regulations.

To accelerate economic growth of developing countries.

Role or Functions of WTO

Supervision and Liberalisation: WTO is an international organisation which

supervise international trade. It deals with regulation of trade between
countries.

Lays Code of Conduct: It lays down a commonly accepted code of conduct
which contains rules and regulations, so as to eliminate trade barriers.
Dispute Settlement Body: All disputes between member nations are settled
by WTO with mutual consultations, in order to promote international peace
and good trade relations. It ensures that all the member countries follow the
rules and regulations prescribed in the WTO agreement act for the settlement
of their disputes.
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e Operation of Revised Agreements: WTO supervises the operations of the
revised agreements and ministerial declarations about the goods, services
and Trade Related Intellectual Property Rights (TRIPS).

Practice Questions:

S.No. Questions

1 A Country experiencing a surplus in the production of high quality coffee
decides to export it to other nations, as domestic consumption is limited. This
move not only stabilises coffee prices in the local market but also generates
foreign exchange, boosts employment in the coffee industry and allows people
in other countries to enjoy premium coffee.

Which of the following is not an advantage of international business?

(a) Earning foreign exchange

(b) Better utilisation of resources

(c) Decline in employment opportunities

(d) Increase in standard of living

U T, STRT 37| e BT Ith! BT SUTG e U TG 81 §, 39 guR o=
UERIUIE 1 BT hdl Bl § Hlfch G- b 3R SHb! @Ud HH g1 Y PGH I
Rt bl HIdbe H BIthT BT HIHd R FIN &, STedh o o oft e 3, Hiw!
SS&] T ATAIR Sgdl 8 3R gaX =it & it o tiftre S ST As d ura /|
S0 q DHF-H1 AT oY o1 BreT T8l 872

a) fac=it ger M

b) T BT IgAR XA

c)ﬁwasﬁaﬁﬁm

d) Sifa- &R & UR

(
(
(
(

A textile exporter in India faces challenges due to delayed payments from an
overseas buyer, leading to blocked capital. Additionally, the company must
navigate complex legal formalities and convert payments received in foreign
currency to Indian Rupees. Despite these hurdles, the business continues due
to India’s advantage in low cost labour and high quality raw materials.

Which of the following is a disadvantage of international business?

(a) Unequal distribution of natural resources

(b) Blocked capital due to delayed payments

(c) Availability of low cost labour
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(d) Differences in productivity levels

YRA B Tdh cadersd TRIUIR &I fagel BieR & UHe # ¢t & SR gAfad!
BT I BT TSl 7, FOrTd ST U1 (Bfied) B SiTdT 8| 39 3fefTdT,
U 1 Sifed BT fshanail | ToRT usdl & 3R faash gar # fie 9He &
URATT $U & gea- gedl & | 39 giRedl & dasie, HRd & &H ArTd aTdl dex
3R 33t BIfICT & I HEIRTA BT Iotg ¥ T foe14 gl gl 5|

ST ¥ DIF-1 $eARAA [Aoi-¥ &1 6 g2

(a) MTdHTd® FQTE! &1 SR faavor

(b) e & ST & BRI HfUcd BT Ha

(c) FH ANTd aTel ek &l Iudsd

(d) IATEH TR T 3R

A smartphone manufacturer in a saturated domestic market decides to
expand internationally. By exporting to countries with high demand and less
competition, the company effectively utilises its surplus production capacity
and earns higher profits. This move also aligns with its vision of becoming a
global leader in the technology sector.

Which of the following is not an advantage of international business to firms?
(a) Prospects for higher profits

(b) Intense competition in foreign markets

(c) Increased capacity utilization

(d) Improved business vision

ERT TR | O o8 § 4R §U (AGRCS) INIR & U WHICH I S arelt dHo-t
SITRRIPIT TR W IR P 1 BHa Bl § | TIET JFT SR HH BRI
aTel oI o THRIUIE B, BT SO+ SifaRad TS e &mdT &1 Jel sedTd
@Rl § IR TG GATHT HHT § | Ig HeH caaret Jaex B Taad deR §- -
5 3P faoH & ot ST B

ST ¥ D91 AT b [T SRS YR BT WA Ta1 572

(a) TG GATh &1 FHTIAT

b) farc=ft SToRT & Het ufaeuef

(
(C) &HdT BT TBR SHHA
(

d) 98cR foog fawH

An agricultural country, with surplus wheat production, decides to export to

neighbouring nations to avoid wastage and earn foreign exchange. By
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exporting wheat, the country utilises its resources more effectively and
generates employment opportunities in farming and logistics. This move also
fosters better cooperation and trade relations with importing nations,
contributing to the country’s national income growth.

Which of the following is not an objective of export trade?

(a) To sell surplus goods

(b) To earn foreign exchange

(c) To reduce imports from other countries

(d) To generate employment

g BT AR IcTe B 9Tl U BN T <, daicl ¥ g9 3R fag=f gar
S & fore TSR <=0 &1 7ig Fafd s &1 haen oxar g | g &1 fafd svap,
2T 3T AT BT IR 71 Y IUTNT BT § 3R Wl T TR P &
RISAIR & 3(a¥R U] Rl ¢ | T8 HEH ST B arat S P 1Y gk FganT
STR TR Hey +ff 1 3, Fore) a1 &1 g o & i gt &

58 Q SIH-91 fald R &1 32 T8l 82

(a) SifaRked I ST

(b) farc=it ger HHmT

(c) GER <=M ¥ 3MTTd HH BT

(

d) JASATR U1 AT

Raghav, an exporter sent complete information about the quality, grade, size,
weight and type of packing of the product on his enquiry. Such an above
quotation prepared is known as

(a) Performa invoice (b) Intent

(c) Letter of information (d) Enquiry Performa

TS fafde, 99 - IHae & oA § Idie B Iuradl, 38, ISR, IoH 3R
BT & UHR & IR | T TSR Aoit | T aRE IR T 7T HIeIE S
@ ET STl 32

(2) TTOPTH STaTEH (b) $€

(c) e o (d) TS Tt

Pradeep wants to export auto spare parts to Mr. David in Switzerland. Mr.
David has asked for an enquiry to seek information about availability of goods,
price, quality and terms and conditions for export of goods. In response to the

enquiry, Pradeep sends a reply in the form of proforma invoice. Mr. David
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found the price and terms and conditions acceptable. So, he placed the order

for goods. After verifying the creditworthiness of Mr. David, Pradeep obtains

an export licence and arranges the pre-shipment finance.

On the basis of given case study, state the next step to be followed by
Pradeep related to the procedure of export trade.

(a) Procurement of goods (b) Pre-shipment inspection

(c) Excise clearance (d) None of these

ey fgeoRas H firex 33 & 3ifdl TR urdy Tamié &1 argd 81 fier
Sfas 3 ImE B IudaT, FId, HIfcrc! 3R THUIE o T4l & TR H STHBRT
% foTT Y& AT (enquiry) B 81 TSATS & SId1d H, Ted 'WHIA] 37d1q & &0
STaTe Hord 5 | iRex 3fds & S SR 2t HoR € | S, I61- | &I
31X fean| firex Sfa &t e Tl (creditworthiness) &1 Sffd @34 & dlg,
EIY TaUIC Arsad od & SR W-Riude wie—v &1 Sy axd 5|

& TS Y Wel F YR R, TRIUIE 08 B URhaT I IS YT & AT HgH &
IR T Sy

(a) ITHHE B Wi (b) H-RoHe gxewm

() UNITS S Fited (d) TTH J PHIS &

Raj Exports received an enquiry from a French buyer requesting details about
their textile products, including pricing and delivery terms. After sending a
quotation, the French buyer placed an order, agreeing to the stated terms.
Before proceeding, Raj exports assessed the buyer's creditworthiness and
requested a letter of credit to secure payment. Once assured, they initiated
steps to obtain an export licence, including registration with the export
promotion council and obtaining an import export code. Which document
ensures the exporter minimises the risk of non-payment by the importer?

(a) Commercial invoice (b) Certificate of origin

(c) Letter of credit (d) Duty drawback

RIS TRIUIEY ) U rd WRIGR W 37 CqeI3d 3Tl & aR H SHeRT (S
e 1Hd SR fSefiad) Bt 2rd) & fore e gwdre firelt wrewr Ao & 1, the
ERIGR A 9dTs TS A ®I A gU 3iteR [GaT| 311 Sg- I g, Il Tauied =
ERIGR 3T hiSec-amad & S ST SR UHe JRI&T P & T dex i1 Hhise
B AT B | S T P 916, S5/ TRIUIC 138 U B Ufhal Y& 1,
foreH T TR SISRIA & T1Y IR 3R FHIE-TaUE HIs U
AT M 7| DI FT GEATdSl I8 Yaeh] Bl & b TIIUICR, SR gRT UHe
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9 B & SNRH DI HH HR Jb?
(a) HARTT a1 (b) Tféfthdpe 3iTts 3R
(c) TR 3T hfse (d) I STaH

Global Traders, a spice exporter, completed production as per the importer’s
specifications and obtained pre-shipment finance for packing and transport.
Before shipment, the goods underwent mandatory inspection under the Export
Quality Control and Inspection Act, 1963. The exporter then arranged
insurance to safeguard the goods against damage during transit and
submitted the required documents, including a shipping bill, to the customs
office for clearance. Under which act is pre-shipment inspection of export
goods mandated in India?

(a) Central Excise Tariff Act

(b) Export Quality Control and Inspection Act, 1963

(c) Foreign Trade Policy Act

(d) Customs Clearance Act

el 1 fafd HA aTe Suet e eed A SR Bl Tl & a9
TISaRM QX1 fosan 3R UfdhT 9 giaard & forg th-Rudie ws—w giira fasan
fRroHe @ ugd, TRIUIE Biferct el TS SR Tae, 1963' & d8d AIHH B

SffTard SXUGRM {31 7| 9% TG TRTUICR A IR & WHH B JhdH 3
o foTT S=aY BT SawH foham SR Fefioiy & for seewy aiffthy o fRfthT faa
T S SlagHcd ST fhl | YRd H TaRUIE fhT oI aTat 9= &1 Wi-Rigde
SXeRH 5y Tae & dgd Sifard 82

TechWave Solutions, a domestic company in India, recently imported large
quantities of foodgrains from neighbouring countries due to a poor harvest
caused by unexpected droughts in the region. The company, alongside
government initiatives, aimed to ensure a steady food supply to the public and
prevent a potential food crisis. By importing these grains, TechWave Solutions
helped meet the immediate demand for food and contribute to national food
security. This decision was made in light of the country’s limited domestic

production and the urgent need to address the food shortage.
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Which of the following is an objective of import trade?
(a) Export surplus goods

(b) Overcome famine

(c) Strengthen international cooperation

(d) Increase national income .

Waﬂqaﬁ‘aiqam:ﬁ Wéﬂ?ﬁ?{[ﬂ?ﬂ (TechWave Squtions)ﬁé’Tﬁfﬁﬁ
TS 32§ TS A A 31T BT ST AT, Fifes gare W S o &
PR HIA TR 51 T3 | HIN BT ADH¥e DRI Tgdl & A1 FAAHR S
e 3TN B AR TETg AT HRAT 3R FHIAT W Fehe B AH-T AT |
(TSI &1 ST dRab, TechWave Solutions = HISH &1 dhTal T &l GRT B3
SR AP W1l GR& H IRTEH & | Hag ot | I8 baa ok H i ove Idre
3R HISH BT HH BT X PR DI ThTd oRed Bl AT H 3@ g foran a7 1|
TR A PHIF-T ST IR BT I 872

(a) ffafad T &1 fFafd &=

(b) 3T ¥ e

(c) SITRISTT TEaNT DI Holgd BT
(d) TP 31T T

An Indian exporter wants to export electronic goods to Japan. He prepares a
document and includes the details of the cargo in terms of the shippers name,
the name of the vessel, port where goods are to be discharges, etc.

What is this document called?

(@) Shipping bill (b) Shipping order

(c) Airway bill (d) Bill of lading

U ST TaUIER SO & SAdelHd TTHH TR -1 I1gdl g | 98 Uh
STaRgFT dUR $HRAT § 3R IH I B (S AT BT 8, S R BT 99,

STETST &1 A, 98 UIE STgl M IaRT ST 8, TRE |

S Slagc &I 1 Hed 672

(a) Rft fa@ (b) TRt 3T

(c) ToRd foret (d) foret 31T TAfET

"The goods were not loaded on the ship as they did not get the customs
clearance due to lack of one of the main documents.”

Identify the document which was required among the following.
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(a) Bill of clearance (b) Custom bill

(c) Shipping bill (d) Bill of exchange

"R SISl B U U Pt HHI b HRUI HcH Faiord A fid o & aoig 4 a1d
! STETSl TR -T51 AT Sl Hepl |

i fau U fderedl T ¥ 39 GxATaS &) UgdTE Y forde! Sira=gdhd At

(a) forcT 31Tt ARy (b) HcH fad

(c) Frfti fa@ (d) ft 3iTh Tagdlst

The WTO Acts as a dispute settlement body, where disputes between
member nations are resolved through mutual consultations to ensure
international peace and good trade relations.

Identify the role of WTO highlighted in the above statement.

(a) Supervision and liberalization

(b) Lays code of conduct

(c) Dispute settlement body

(d) Operation of revised agreements

WTO T f3are fuer e & &0 & &1l BT 8, S8l 9 i & o9 faar)
I SATOR TRTART & H1eaH A YAl S § dlids SRS T 3R 3=y
TR et T gt Fob |

SRITd HYF T @ifhd WTO HI YfHehT &1 Uga oyl
(a) TN 3R IR0

(b) SMTIR fgdr FeiRd &

(c) faare e fAer

(d) TRNFIT UGl BT JTe

WTO aims to reduce tariffs and other trade barriers, promote economic growth
and create a smooth process for international trade by establishing common
rules and regulations.

Identify the primary objectives of WTO mentioned in the above statement.

(a) To ensure reduction of tariffs and other trade barriers

(b) To engage in export activities

(c) To deal only with trade of goods

(d) All of the above

WTO &1 3T R 3R IR BT 3 IhIde] ol HH BT, e farg

SETaT &1 SR T 198 G BT SR SARTPTI IR BT GTH FH1 3|
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SR faU 7T a1 & WTO & &7 A&l &l Ugam |
a) R 3R ATUR B 3= FHTac] bl HH HIAT

c) Rt aegait & R ¥ Fafdd g

(
(
(
(

Assertion (A) International business and international trade are one and the

same thing.

Reason (R) International business involves the international movements of

goods and services, capital, personnel, technology and intellectual property.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the
correct explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

HYT (A) TEATAA fIoY 3R Zex-Td ¢S T gt A1l B

HRUT (R) S-S fao9 & I SR Jaraft, oft, Heamal, Saaro sk

BTSN YT BT FeARAA TR W SMeMH-UaH AT g

(a) T (A) 3R BRI (R) T TG & SR BRI (R), F4 (A) B T TR 31

(b) BYT (A) 3R BRUI (R) GHI &1 &, Wb BRUI (R), HYUF (A) BI Hel SRS
SR

(c) BT (A) el &, Afh BRI (R) TTeiel 5|

(d) BU (A) TAd &, Afbd HRUT (R) &l 5

Assertion (A) Obtaining an export licence is a crucial step in completing an

export transaction.

Reason (R) An export licence ensures compliance with export regulations and

allows goods to be legally exported.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the
correct explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

HYT (A) THIUIE ToaR TRT 3 H TRIUIC A8y gTRId 631 U 3eH HeH
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gl

HRUT (R) TRIUIE A9 I8 Uadh] Rl & b TaUIe 4 Jo faw! &1 ureH gl

RET 8 3R MM B BT R R TaUIe faar o T |

(a) U (A) 3R BRI (R) G TET & 3R BRI (R), 4 (A) T &) TS 2|

(b) FU (A) 3R HRUT (R) THI T &, Afh BRUI (R), FUT (A) BT T ARSAT
TR B

(c) U (A) TE! 8, fch BRUI (R) TTerel & |

(d) U (A) T ©, Afb BRUT (R) & B

Assertion (A) An exporter must secure payment after the shipment of goods.

Reason (R) Documents like letter of credit and bill of Exchange are used to

ensure payment.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the
correct explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(d) Assertion (A) is false, but Reason (R) is true

HYH (A) Teh e D1 HIeT ol & d1G YT GRI&d BT 21Tl

HRUT (R) YA GATYT IR & o7 AR 31T hfge 3R f9a ifs T o

G T JUANT foa ST 5|

(a) B (A) AR PR (R) AT TE ¥ 3R BRI (R), T (A) B &) RS
gl

(b) FUT (A) R PR (R) G &I §, Afeh SRUT (R), T (A) B} Tt e
T gl

(c) U (A) TE! 8, Wil BRUI (R) TTerel & |

(d) BYT (A) TTeTd B, b BRUI (R) Tel B

Assertion (A) Letter of credit is the most appropriate and secure method of

payment to settle international transactions.

Reason (R) Letter of credit is a guarantee issued by the exporter’s bank.

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)

(b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the

correct explanation of Assertion (A)
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(c) Assertion (A) is true, but Reason (R) is false

(d) (d) Assertion (A) is false, but Reason (R) is true

BHYUT (A) AR 31T HST IFTRIPIY -4 b FUSH & T YT BT el

S 3R GRI&d a1 8|

HRUT (R) AR 31 Hige alds & d9b gRI SR & T8 Th TR 71

(a) HYF (A) 3R BRI (R) T TG § 3R BRI (R), BU (A) B! gl RS
o

(b) T (A) 3R BRI (R) T T ¥, AP SR (R), HUH (A) FT T8t e
T gl

(c) DY (A) el &, Qb BRI (R) TTeiel 8|

(d) BU (A) TAd &, Afb HRUT (R) el 5

Statement | Customers are more homogeneous in their taste, preferences,
consumption patterns and buying behaviour in case of international business.
Statement Il Production cost of a particular good differs in different countries
due to difference in socio economic, geographical and political conditions.

(a) Statement | is correct and Statement Il is incorrect

(b) Statement Il is correct and Statement | is incorrect

(c) Both the statements are correct

(d) Both the statements are incorrect

HYUT |: STRIPTY ATUR P HH H ATeh| B U¥a, UYHDATY, ITHNT & TRich
3R TR BT FTGR PIB! GG b T of el 5Idll 5|

&Y |I: FHTorR-3T e, Wi SfR Ierifass fRufaal & Sidk & HROT SieT-
ST <=1 H ol W o B SUTGH ARTA STHT-31ET 8l ¢ |

(a) PYT | TG § 3R HYF 11 7Ted g

(b) HY || &I § 3R HY | 7Tad |
(
(

c) Ml YT eI B

d) I HY T B

Statement | A railway receipt serves as a title document for goods transported
via railway to the port of shipment.

Statement Il Pre-shipment finance is used for acquiring raw materials and
other components needed for export production.

(a) Statement | is correct and Statement Il is incorrect

(b) Statement Il is correct and Statement | is incorrect
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(c) Both the statements are correct

(d) Both the statements are incorrect.

HYF | X0 e, RIge & 678 db Yad ¥ Hol S arel I o fore
HITIeTI G BT GXITdW BIch g

&Y || Hi-Riudic B &1 WA TaUIe o it 9iE §9H 8 @ F aid S
T 3R 377 il bl Wi & forg fopar ofrar B

a) HYT | GgI § 3R &Y 1| Tad B

b) YT 1| T § 3R HY | TTed g

c) Gl B TG g

d) & HYF Tad B

(
(
(
(

Statement | The World Trade Organisation (WTO) facilitates Trade Related
Intellectual Property Rights (TRIPS).

Statement Il India obtained its Import Export Code (IEC) from the Directorate
General Foreign Trade (DGFT).

(e) Statement | is correct and Statement Il is incorrect

(f) Statement Il is correct and Statement | is incorrect

(g) Both the statements are correct

(h) Both the statements are incorrect

HY | {3y TR TS (WTO) IR ¥ Fafdd Sifges Juar fieRT (TRIPS)
CARSIEEISREACRIGIR]

HY || YR A 30T TATd-FaTd ®rs (IEC) fac® TR AeIFERIad (DGFT)
3 yTed foba |

a) B | T8l § 3R HYF |1 7Tad § |

b) HY || gl § 3R HYT | TTad g

c) I HYT T B

(
(
(
(d) ST BY TTerd B

XYZ Ltd., a leading Indian textile company, recently expanded its operations
by exporting its premium quality fabrics to Europe and Asia. This move not
only increased its revenue but also enhanced its global reputation. The
government of India supported such initiatives as they contribute to the
country’s foreign exchange reserves. The company’s management reported

that the expansion allowed them to utilise their production capacity efficiently

and generate employment opportunities in the domestic market. The success
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of XYZ Ltd. highlights the growing significance of international business in
today’s interconnected world.

(i) Define international business.

(i) State any one benefit of international business to the nation as well as to

firms.

UearSors s [XYZ Ltd.], HRd B T 3Rl ad o, 3 g1el €1 § R
3R TR # 3o Hiftraw Tura are axal &1 fafd v 3= uRered &1
fOaR T 39 Her I T FHad D! 1 H 3fG g3, Tfewh dfid TR W ITB
st off 9611 YR RBR = U ugall &1 994+ fvar wife I ox1 & fac=h gar
SR T GRTEH ol g | HUAT & Use 3 IarT {6 39 ok @ 3 3ot
STE & HT HRAAIAD SUTNT HR SR TR IR & ISR B AR
I B H GeradT el | Toarssls fafiies [XYZ Ltd.] & whadm 3T &t
TRER S g5 g1 § SRR AR & dTed Hed B eI g

(i) SIRTYT ATUR Tyt Sifor|

(ii) XTE &b FTY-T1Y TH DI SARTPTI ATIR BT Bls b AH Tyl

Rajneesh is a successful businessman who is engaged in the manufacturing
of high quality auto spare parts. He ensures that his products meet
international standards, making them highly competitive in the global market.
His manufacturing unit is located in India, where he sells products
domestically through a network of distributors and retailers.
At the same time, Rajneesh has expanded his operations internationally,
exporting auto spare parts to countries like Singapore, Switzerland and
Belgium, which has helped him earn foreign exchange and build a global
reputation.
On the basis of the given case, answer the following questions

(i) Identify the two kinds of business in which Rajneesh is engaged.

(i) Differentiate between the two types of business as identified in part (i)

of the question.

RS U qthel a9 § S e TUraT aTd et TR ured & Ao § gad
& | 98 YT Pl 3 fob 3P ST SIRITI AHD! BT G- Fd &, oy 3
Ay SR & Srcafiies gfaeadf sa & Sae fmior 3ers yRa & fRyq 8, et
a8 faR®! 3R Gax1 fasharall & Aead & W ¥ ORe WR W 3ATG sadl

R 1T Y, ISR Y 30 URETa $T SRR R W favar foan 7, R,
RgesRes 3R afesam o = §f 3ifel WeR urdy &1 fafd faar g, ford 39
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faa=l gaT Sifoid B 3R Ay UlesT 991 o Tgg el 51

[T 7T UhRU1 &b SMYR WR, FAEfeiRad Ul & IR Siore:
() 393 UBR & TIIE! &1 UM I o8 91 I B
(i) T o U (i) T UgA ¢ STaqrl & &l UHRI H 3R WY HIfog|

Global Tech Industries, a software development firm headquartered in Country
X, has expanded its operations to Country Y. This move has allowed Global
Tech to access a skilled talent pool in Country Y at competitive wages,
enabling them to offer high quality software solutions at lower costs.
Additionally, the company has entered new markets, providing a wider
customer base and increased revenues. However, local businesses in
Country Y have expressed concerns about increased competition, potential
job displacement and the dominance of foreign firms in the local economy,
leading to economic disparities.

(i) State any two advantages of international business to nations.

(i) State any two disadvantages of international business.

A ¢ SIS, oR X H AT arell U it deR s B, = 30+
afRETeH o1 AR <=1 Y # fhaT 1 59 PeH J Tlled ¢ &l 3x Y H $ur
mfauT got wfaeadf aeigdt IR Ui A | Heg el 8, o 3 8 anTd W 39

O aTel MR FHTYM USH - § T&H gU ¢ 139% SHfafad, du-t 3 g
SSIRT H T fohan €, ST ATeh! o1 SMTUR 91 8 3R Iod H 9f 83 8
BTdifep, SR Y & RIMIT SIa9rl 3 941 g3 ufaeusf, YHIfAd JASHIR faimoe iR
T srefeaey § fac=ht vl & Uya & IR # fiar soad o1 8, o snfdfes
SRATATY UaT 81 361 3

(i) TS DT SHRITIY AR & Bl &l AIH TS|

(i) SRISTT AMUR B P13 & I Fas |

(2+2)

=4

Mr. X runs a leather factory and produces leather garments for exports to
different countries. Mr. X has obtained all environmental clearances for his
business after installing the state of the art machinery. He has taken every
precaution to ensure that no pollution is caused to the areas surrounding his
factory.

Further to contribute to the reputation of brand India, Mr. X goes extra miles to
ensure quality of leather garments to be exported. There is zero tolerance
level as far as quality of export items is concerned. Because of all this, his

profit margin is very low. On the basis of above case, answer the following

(1+1+2)

=4
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questions

(i) Comment on the conduct of Mr. X as a manufacturer and an exporter.

(i) Is it advisable to sacrifice profits to take care of environment surrounding
the factory?

(iii) What objectives are being attained by the export efforts of Mr. X?

st X Ueb IHST SRAEMI Talld & 3R fafte =it o) fFrafa & e a0 & awdll o

I HRd g1 4t X 7 Sy A== R S & 918 30 999 & forg

Tt yatarufia Wiefaar o o @ 8| 31 U8 AT B & T g qrayr

SRt 8 o I1h PRAM & AU & &3 & Pig gVl A 513D A, 5

Sfear ot ufasT § ave™ ¢ & forg, ot X fFafd foe M ard T0s & awdl &t

ToTe G A & o sifaRed varg oxa §1 FHafa axgalt &t quaar &

e H Y GeRIAdl R 81 7 Jdd HRUI 3] a1 J1fo 9gd &4 g

SIRIG YUl & YR TR, FAAfeRad U4l & IR difeie:

() Fafar oik Fafas & =u H 4t X & smeru R fewof Fifm|

(il) T HREA & 3TIAY & GATGU1 BT e WA+ & oIl ATH BT AT HRAT
IR 72

(i) Y X & ot v § o § Igxg U fort 3138 872

Raj Industries, a well-established manufacturing company, decided to expand
its operations internationally to enhance its market reach. After thorough
market research, they chose to adopt different strategies for entering foreign
markets. They explored three methods

(i) Raj Industries permitted a foreign company in Germany to produce and
sell their products under the Raj Industries trademark. The foreign
company paid a fee in return for the use of the brand, trademarks and
patents.

(i) Raj Industries entered into a franchising agreement with a local partner in
Australia for their restaurant chain. The local partner paid a fee for the
right to use the Raj Industries brand name and operational procedures.

(iii) Raj Industries invested directly in a plant in China, establishing a
production unit to manufacture goods and market them locally in the
region.

Quoting lines from the above case, identify and explain three forms of

foreign business operations discussed in the case.
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3R ufarad ufsharat &1 SN &1 & HABR & oTT Yo &1 YIa=
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XYZ Industries, a leading manufacturer of organic food products, recently
decided to expand its operations by exploring the export market. With a strong
domestic customer base, XYZ Industries aimed to enter the global market,
particularly in regions where demand for healthy and sustainable products
was growing. The company partnered with distributors in countries like the
United States, Canada and Australia to export its range of packaged organic
snacks and beverages.

However, this expansion came with its own set of challenges. XYZ Industries
had to ensure that its products met stringent international health and safety
regulations. They also had to establish efficient supply chain management,
secure the necessary export documentation and maintain quality control
throughout the process.

Export trade not only helps businesses like XYZ Industries grow by tapping
into new markets but also enhances their competitive advantage through
product differentiation and specialisation.

IAdditionally, it contributes to fostering bilateral trade relationships, leading to
stronger economic ties between nations.

(i) Define export trade.

(i) Discuss the objectives of export trade.

(iii) Discuss the documents related to goods exported.

(1+2+3)

=6
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RISl HRh 3T TR BT AR HR- BT 01T fordT | T Holgd o e
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et & STel W iR fewTs, ITal &1 | 96 gt | o A Ygad T
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() frafa R o alkufda S

(i) Frafa samaR & Iexal ot = =i S|

(iii) Fraffaa aegail & Jaftrd gxarasl &1 9 Hifod|

INTERNATIONAL BUSINESS

ANSWER SCHEME

Answers

(¢) Decline in employment opportunities

(b) Blocked capital due to delayed payments

(b) Intense competition in foreign markets

(c) To reduce imports from other countries

(a) Performa invoice

(a) Procurement of goods

(c) Letter of credit

0L [N | N | (W~

(b) Export Quality Control and Inspection Act, 1963

(b) Overcome famine

(a) Shipping bill

(c) Shipping bill

(c) Dispute settlement body

(a) To ensure reduction of tariffs and other trade barriers

(d) Assertion (A) is false, but Reason (R) is true

(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct
explanation of Assertion (A)
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(a) Both Assertion (A) and Reason (R) are true and Reason (R) is the correct

—_—
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explanation of Assertion (A)

(c) Assertion (A) is true, but Reason (R) is false

(b)Statement II is correct and Statement I is incorrect

(c)Both the statements are correct

(a)Statement [ is correct and Statement Il is incorrect

(i) Manufacturing and trading beyond the boundaries of one’s own country is known
as international or external business. International business can be defined as those
business activities that take place across the national frontiers.
(i1) Benefit of International Business to Nation
e Earning of Foreign Exchange International business helps a country to
import those goods and services which it cannot produce efficiently such as
petroleum products and fertilisers, etc.
Benefit of International Business to Firm
Improved Business Vision Most enterprises have an urge to grow, to become
more competitive, to diversify and derive the benefits of going global through

international business

(i) The two kinds of business in which Rajneesh is engaged are domestic business
and international business.
(i1) Following are the differences between domestic business and international

business:

Basis Domestic Business | International Business

Nationality of It involves dealings | It involves dealings between people

Buyers and between people or | or organisation from the different
Sellers organisation from countries.

the same country.

Political System | Political factors have| Different countries have different
and Risks a profound impact | forms of political systems and

on domestic degrees of risks which often became
business. It subject | barrier to international business.

to political system
and risks of one

single country.

Business Domestic business is| International business transactions
Regulations and | subjected to rules, | are subject to rules, laws and
Policies laws and policies, policies, tariffs and quotas, etc of
taxation system, of a| multiple countries.

single country.

(1+2)=3
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(i) Following are the advantages of international business to nations:

e Increase in Employment: International business results in increase in
employment opportunities directly or indirectly. It results in increase in
production and for this demand, requirement of labour also increases, which
creates employment opportunities.

Increase in Standard of Living: In the absence of international business, it would

not have been possible for the world community to consume goods and services

produced in other countries that the people in these countries are able to consume
and enjoy a higher standard of living.

Following are the disadvantages of international business:

Legal Formalities: International business is monitored by the government. Prior

permission has to be obtained before exporting or importing goods or services. A

large number of documents have to be filed and custom duties are paid on imports

and exports.

Blocked Capital: Traders have to often depend upon a chain of intermediaries in

international business. There is a long time gap between the dispatch of goods by

the exporter and their receipt and payment by the importer. Therefore, the capital of
the exporter is blocked for a long period.

(2+2)=4

(i) Mr. X is a responsible manufacturer and exporter as he has taken all
environmental clearances by installing necessary equipment to check pollution
of any kind.

(i1) Yes, it is advisable to invest money on environmental protection even if the
profit margin declines. Taking care of environment is an important social
responsibility of a businessman.

(iii) The export objectives being achieved are

e Earning of foreign exchange.

e Building up India’s image by exporting quality products.

(1+1+2)
=4

Following are the three forms of foreign business operations discussed in the case:
Licensing: "Raj Industries permitted a foreign company in Germany to produce and
sell their products under the Raj Industries trademark." Licensing involves allowing

another party in a foreign country to produce and sell goods under the company’s

trademark, patents or copyrights in exchange for a fee. Raj Industries granted a

German company the right to use their brand in return for a fee, allowing them to
leverage the local market without direct investment.
(i1) Franchising: "Raj Industries entered into a franchising agreement with a local

partner in Australia for their restaurant chain."
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Franchising is similar to licensing, but it focuses on services rather than goods. The

local partner pays a fee to operate under the Raj Industries brand name and utilise

the company’s business model and operational systems. This allows the company to

expand without managing operations directly in the foreign market.

(iii) Foreign Investment: "Raj Industries invested directly in a plant in China,
establishing a production unit to manufacture goods and market them locally in
the region."

It involves making investments directly in properties such as land, buildings or
machinery in a foreign country to undertake production and marketing. Raj
Industries set-up a production facility in China to manufacture and market goods
locally, ensuring direct control over operations. Foreign investment is the
investment of funds in abroad in exchange of financial return from that country
in the form of profit, interest or dividend.

It is of two types:

e Foreign Direct Investments (FDI) It takes place when a company directly
invests in properties such as plant and machinery, land and building to
undertake production and marketing of goods and services in those countries.
Portfolio Investments It takes place when a company invests in another
company by acquiring shares of that company or giving them loans and earn

dividend on shares and interest on loans.

Export trade is a mode of international trade in which goods produced in the (1+2+3)
domestic country are sold to the residents of another country. =6
(i1) Following are the objectives of export trade:

o Sell Surplus Goods: A country may produce a commodity in such quantities
that are more than its needs. The country can sell its surplus output to foreign
countries. In this way, export trade is undertaken to make productive use of
surplus goods.

Better Utilisation of Resources: Export trade widens the market for goods. A
country can make better utilisation of its resources by producing goods on a
large-scale, both for domestic use and for export.

Earn Foreign Exchange: A country can earn valuable foreign exchange
through export.

Increase National Income: Export trade helps a country to increase its national
income.

Generate Employment: The growth of export trade also creates employment

opportunities.
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(iii) Following are the documents related to goods exported

e Export Invoice: It is a seller bill information about goods like quantity, number

of packages, name of ship, terms of delivery, payments, etc.

Packing List: This document provides complete details regarding the goods
exported and the form in which they are being sent.

Certificate of Origin: It specifies the country in which the goods are being
manufactured. This certificate enables the importer to claim tariff concessions
or other exemptions. It is also used in the case when there is a ban on imports of
some goods from certain countries.

Certificate of Inspection: It is the certificate that states that the consignment
has been inspected as required under the Export (Quality Control and
Inspection) Act, 1963. It is issued by some authorised agency Export Inspection

Council of India (EICI)
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