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Q. 

No. 

Questions and Answers Marks 

1 Amar donates Rs. 500 every month to CRY, an organisation providing balanced diet to 

undernourished children. Identify the kind of activity and state any one value exhibited 

by Amar. 

Ans. 

Amar is performing a non-economic activity. 

Value: care and concern for the underprivileged children.     

                          

1 

2 Explain the concept of business risk. 

 

Ans. The term ‘business risks’ refers to the possibility of inadequate profits or even 

losses due to uncertainties or unexpected events. 

 

1 

3 Name an enterprise formed by people desirous of getting housing facility at lower cost. 

 

Ans. Cooperative Housing societies. 

 

1 

4 Define ‘Qualification shares’. 

 

Ans.  To ensure that the directors have some stake in the proposed company, the Articles 

usually have a provision requiring them to buy a certain number of shares. They have to 

pay for these shares before the company obtains Certificate of Commencement of 

Business. These are called Qualification Shares. 

 

1 

5 Explain the concept of private sector. 

 

Ans. The private sector consists of business owned by individuals or a group of 

individuals. 

 

1 

6 A person took an insurance policy and did not disclose that he is a patient of cancer . 

Which value is missing in this case?  

 

Ans. Honesty, faith. 

1 

7 What is the function of BIFR? 

 

Ans.  Board for Industrial and Financial Reconstruction. 

The sick unites which were potentially viable were restructured and which could not be 

revived were closed down by the board.  

 

1 
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8 A person gets his stock of goods insured, but he hides the fact that the electricity board 

has issued him statutory warning letter to get his factory’s wiring changed later on, the 

factory catches fire due to short circuit. Can he claim compensation? State the name of 

principle. 

 

Ans. No, he cannot claim the compensation.  

 The principle of utmost good faith.  

 

1 

9 Which type of organisation is most desirable from employment generation point of 

view? Give reasons. 

 

Ans. Sole proprietorship.             Or  Partnership, Joint Stock Company.-Advantages 

Because it is done at a small scale. 

Labour intensive methods are used. 

It will create more employment opportunities. 

 

3 

10 “Company is an artificial person with separate legal entity, perpetual succession and 

common seal.” Comment. 

 

Ans. Company is an artificial person, but its rights, liabilities and functions are like a 

natural person.  It can sign a contract, can sue and be sued by others, can borrow money, 

own a property in its name but it cannot eat, drink, run, talk and so on.  It is therefore 

called an artificial person.  Company’s existence is not affected by death of its members, 

as it is created by law.  Members may come and go but company continues to exist. 

 

3 

11 Distinguish between economic and non-economic activities with examples. 

 

Ans. 

Basis Economic  activities Non- economic  activities 

Meaning Those activities whose aim is to 

earn money 

Those activities whose aim is to 

satisfy social, psychological and 

emotional needs. 

E.g. A teacher teaching in a school A house wife cooks food for her 

family. 

                               (1.5x2) 
 

3 

12 If registration is optional, why do partnership firms willingly go through this legal 

formality and get themselves registered? Explain. 

 

Ans. 

In case a firm does not get registered, it is deprived of many benefits. The consequences 

of non-registration of a firm are as follows: 

 (a) A partner of an unregistered firm cannot file a suit against the firm or other partners, 

 (b) The firm cannot file a suit against third parties, and 

 (c) The firm cannot file a case against the partners. 

 

3 

13 In which form of organisation is a trade agreement made by one owner binding  on the 

others? Give reasons to support  your answer. 

 

Ans. 

In partnership form of organisation, a trade agreement made by one owner binding  on 

the others. 

The definition of partnership highlights the fact that it is a business carried on by all or 

3 
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any one of the partners acting for all. In other words, every partner is both an agent and a 

principal. He is an agent of other partners as he represents them and thereby binds them 

through his acts.  He is a principal as he too can be bound by the acts of other partners. 

Hence every partner is both agent and principal. This is the reason why  a trade 

agreement made by one owner binding  on the others.                               (1+2) 

14 Identify the following principles of Insurance: 

a. The insured must have a pecuniary interest in the subject matter of insurance. 

b. According to this principle, an insurance policy is designed to provide 

compensation only for such losses as are caused by the perils which are stated 

in the policy. 

c. This principle states that it is the duty of the insured to take reasonable steps 

to minimise the loss or damage to the insured property. 

Ans. 

a.  Insurable interest 

b. Proximate cause 

c. Mitigation. 

3 

15 Explain the term ‘Memorandum of Understanding’. 

 

Ans.  Improvement of performance through a MoU (Memorandum of Understanding) 

system by which managements are to be granted greater autonomy but held accountable 

for specified results. The MoU was between the particular public sector unit and their 

administrative ministries defining their relationship and autonomy. 

 

3 

16 “One man control is the best in the world, if that man is big enough to manage the whole 

show”. Comment. 

 

Ans. Sole proprietorship 

Merits: 

Sole proprietorship offers many advantages.  

(i) Quick decision making: A sole proprietor enjoys considerable degree of freedom 

in making business decisions. Further the decision making is prompt because 

there is no need to consult others.  

(ii) Confidentiality of information: Sole decision making authority enables the 

proprietor to keep all the information related to business operations confidential 

and maintain secrecy.  

(iii) Direct incentive: A sole proprietor directly reaps the benefits of his/her efforts as 

he/she is the sole recipient of all the profit. The need to share profits does not 

arise as he/she is the single owner.  

(iv) Sense of accomplishment: There is a personal satisfaction involved in working 

for oneself. The knowledge that one is responsible for the success of the business 

not only contributes to self-satisfaction but also instills in the individual a sense 

of accomplishment and confidence in one’s abilities. 

(v)         Ease of formation and closure: it is easy to start and close the business as per    

the wish of the owner.                                                            (1+3)                        (any 3) 

 

4 

17 Discuss the merits of Departmental Undertaking. 

 

Ans. 

Merits  

(i) These undertakings facilitate the Parliament to exercise effective control over 

their operations; 

(ii)  These ensure a high degree of public accountability;   

4 
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(iii) The revenue earned by the enterprise goes directly to the treasury and hence is a 

source of income for the Government;  

(iv) Where national security is concerned, this form is most suitable since it is under 

the direct control and supervision of the concerned Ministry.         (1x4) 

       

18 Explain the functions of commercial banks. 

Ans. 

(i) Acceptance of deposits: 

 Deposits are the basis of the loan operations since banks are both borrowers and lenders 

of money.  

deposits. 

(i) Lending of funds:  

Second major activity of commercial banks is to provide loans and advances out of 

the money received through deposits.  

     (iii) Cheque facility:  Banks render a very important service to their customers by 

collecting their cheques drawn on other banks.  

     (iv) Remittance of funds: Another salient function of commercial banks is of 

providing the facility of fund transfer from one place to another, on account of the 

interconnectivity of branches.  

(v) Allied services: In addition to above functions, banks also provide allied services 

such as bill payments, locker facilities, underwriting services. They also perform 

other services like buying and selling of shares and debentures on instructions 

and other personal services like payment of insurance premium, collection of 

dividend etc.       

                                                                                            (1x4)    (any 4)                                                                                                                                                                                          

4 

19 Why does business need multiple objectives? Explain any four such objectives. 

 

Ans. 

To manage a business is to balance a variety of needs and goals and this requires 

multiple objectives.  

a. Market standing 

b. Innovation 

c. Productivity 

d. Earning profit 

e. Optimum utilization of resources 

f. Workers performance and attitude 

g. Social responsibility. (explain)                                              (1+4)         (any 4) 

 

5 

20 Amitha is a sole proprietor. Over the past decade, her business has grown from operating 

a neighborhood corner shop selling accessories such as artificial jewellery, bags, hair 

clips and nail art to a retail chain with three branches in the city. Although she looks after 

the varied functions in all the branches, she is wondering whether she should form a 

company to better manage the business. She also has plans to open branches 

countrywide.  

(a)Who is a sole proprietor? 

(b) Explain two benefits of remaining a sole proprietor. 

(c) Explain two benefits of converting to a joint stock company.  

(d) What role will her decision to go nationwide play in her choice of form of the 

organisation?  

(e) What legal formalities will she have to undergo to operate business as a company? 

 

Ans. 

5 
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 a. a sole proprietor is the one who is the only owner of a business. 

b. Easy formation, Promptness in decision making 

c. limited liability, Huge capital, control, continuity 

d. Requirement of capital and management abilities 

e. Registration- any 1.                                                                                 (1x5) 

.                                                                                                                                                                      

21 Define promoter. What are the functions of a promoter? 

 

Ans. 

A promoter is said to be the one who undertakes to form a company with reference to a 

given project and to set it going and who takes the necessary steps to accomplish that 

purpose. 

Functions of a promoter: 

(i) Identification of business opportunity 

(ii) Feasibility studies:  (a) Technical feasibility (b) Financial feasibility (c) 

Economic feasibility 

(iii) Name approval 

(iv) Fixing up Signatories to the Memorandum of Association 

(v) Appointment of professionals 

(vi) Preparation of necessary documents. (explain)                       (1+4)   (any 4) 

 

5 

22 How does the government maintain a regional balance in the country? 

 

Ans. 

The government is responsible for developing all regions and states in a balanced way 

and removing regional disparities. Most of the industrial progress was limited to a few 

areas like the port towns in the pre-Independence period.  

After 1951, the government laid down in its Five Year Plans, that particular attention 

would be paid to those regions which were lagging behind and public sector industries 

were deliberately set up.  

Four major steel plants were set up in the backward areas to accelerate economic 

development, provide employment to the workforce and develop ancillary industries.  

Development of backward regions so as to ensure a regional balance in the country is 

one of the major objectives of planned development.  

Therefore, the government had to locate new enterprises in backward areas and at the 

same time prevent the mushrooming growth of private sector units in already advanced 

areas.                                                                                            (1x5)  (any 5) 

 

5 

23 Write a note on various telecom services available for enhancing business. 

 

Ans. 

The various types of telecom services are:  

(i) Cellular mobile services: These are all types of mobile telecom services including 

voice and non-voice messages, data services and PCO services utilising any type of 

network equipment within their service area. They can also provide direct inter 

connectivity with any other type of telecom service provider. 

(ii) Radio paging services: Radio Paging Service is an affordable means of transmitting 

information to persons even when they are mobile. It is one-way information 

broadcasting solution, and has spread its reach far and wide. Radio paging services are 

available including tone only, numeric only and alpha/numeric paging. 

 (iii) Fixed line services: These are all types of fixed services including voice and non-

voice messages and data services to establish linkages for long distance traffic. These 

5 
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utilise any type of network equipment primarily connected through fiber optic cables laid 

across  the length and breadth of the country.  

(iv) Cable services: These are linkages and switched services within a licensed area of 

operation to operate media services, which are essentially one way entertainment related 

services. The two way communication including voice, data and information services 

through cable network would emerge significantly in the future.  

(v) VSAT services: VSAT (Very Small Aperture Terminal) is a satellite-based 

communications service. It offers businesses and government agencies a highly flexible 

and reliable communication solution in both urban and rural areas. Compared to land-

based services, VSAT offers the assurance of reliable and uninterrupted service that is 

equal to or better than land-based services.. 

vi) DTH services: DTH (Direct to Home) is again a satellite based media services 

provided by cellular companies. One can receive media services directly through a 

satellite with the help of a small dish antenna and a set top box. The service provider of 

DTH services provides a bouquet of multiple.          ( Any 5) 

             

24 Starting a business enterprise is similar to any other human effort in which resources are 

employed to achieve certain objectives. Successful results in business depend largely 

upon the ability of the entrepreneurs or the starters of a new business to anticipate 

problems and solve them with minimum cost. This is especially true of the modern 

business world where competition is very tough and risks are high. 

What factors are important to be considered while starting a business? Explain. 

 

Ans. 

(i) Selection of line of business,  

(ii) size of the firm,  

(iii) choice of form of ownership,  

(iv) location of business enterprise,  

(v) financing the proposition,  

(vi) physical facilities,  

(vii) plant layout 

(viii)  competent and committed workforce,  

(ix) tax planning and 

(x)  launching the enterprise.(explain any 6)                                 (1x6)                                   

 

6 

25 What is a ‘Memorandum of Association’? Briefly explain its clauses. 

 

Ans. 

Memorandum of Association is the most important document as it defines the objectives 

of the company. 

Clauses of Memorandum of Association are: 

(a) The Name clause. Under this clause, the corporate name of the company is stated.  

(b) The Registered office clause. Along with the name of the state in which Registered 

Office is situated, the address of the Registered office is also given.  

(c) The Objects clause. It sets out the objects with which a company is formed. The 

company is not legally entitled to do any business other than that specified in its objects 

clause.  

(d) Liability clause. This clause states that the liability of members is limited to the 

amount.  

(e) The Capital clause. Every limited company having a share capital must state the 

amount of its share capital with which the company is proposed to be registered and the 

division thereof into the shares of fixe denomination.  

6 
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(f)Association/Subscription clause. Under this clause, the signatories to the 

Memorandum express their desire and agreement to form a company. They also agree to 

take the number of shares mentioned against their respective names. 

                                                                                                  (1+5)        (any 5) 

26 Government companies have certain characteristics which makes them distinct from 

other forms of organisations. List the characteristics of a Government company. 

Ans. 

(i) It is an organisation created by the Indian Companies Act, 1956;  

(ii) The company can file a suit in a court of law against any third party and be 

sued;  

(iii) The company can enter into a contract and can acquire property in its own 

name;  

(iv) The management of the company is regulated by the provisions of the 

Companies Act, like any other public limited company;  

(v) The employees of the company are appointed according to their own rules 

and regulations as contained in the Memorandum and Articles of Association 

of the company.  

(vi) These companies are exempted from the accounting and audit rules and 

procedures. An auditor is appointed by the Central Government and the 

Annual Report is to be presented in the parliament or the state legislature;  

(vii) The government company obtains its funds from government shareholdings 

and other private shareholders. It is also permitted to raise funds from the 

capital market.  

                                                                                 (1x6)       (any 6)         

6 

27 What is Insurance? Describe various types of  Life Insurance. 

 

Ans. 

It is a contract or agreement under which one party agrees in return for a consideration to 

pay an agreed amount of money to another party to make good a loss, damage or injury 

to something of value in which the insured has a pecuniary interest as a result of some 

uncertain event. 

(i) Whole Life Policy: In this kind of policy, the amount payable to the insured 

will not be paid before the death of the assured. The sum then becomes 

payable only to the beneficiaries or heir of the deceased. The premium will be 

payable for a fixed period (20 or 30 years) or for the whole life of the assured. 

(ii)  Endowment Life Assurance Policy: The insurer (Insurance Company) 

undertakes to pay a specified sum when the insured attains a particular age or 

on his death which ever is earlier. The sum is payable to his legal heir/s or 

nominee named therein in case of death of the assured. Otherwise, the sum 

will be paid to the assured after a fixed period i.e., till he/ she attains a 

particular age.   

(iii) Joint Life Policy: This policy is taken up by two or more persons. The 

premium is paid jointly or by either of them in instalments or lump sum. The 

assured sum or policy money is payable upon the death of any one person to 

the other survivor or survivors. Usually this policy is taken up by husband 

and wife jointly or by two partners in a partnership firm where the amount is 

payable to the survivor on the death of either of the two.  

(iv) Annuity Policy: Under this policy, the assured sum or policy money is 

payable after the assured attains a certain age in monthly, quarterly, half 

yearly or annual instalments. The premium is paid in instalments over a 

certain period or single premium may be paid by the assured. This is useful to 

those who prefer a regular income after a certain age. 

6 
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(v) Children’s Endowment Policy: This policy is taken by a person for his/ her 

children to meet the expenses of their education or marriage. The agreement 

states that a certain sum will be paid by the insurer when the children attain a 

particular age. The premium is paid by the person entering into the contract. 

However, no premium will be paid, if he dies before the maturity of the 

policy.                                                                (1+5) 

 

********************** 


