GOYAL BROTHERS PRAKASHAN
To buy these books

www.goyal-books.com
also available at

Reach us

goyalpublisher

goyalpublisher

goyalpublisher

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

As per the latest Reduced and Bifurcated Syllabus for Academic Year 2021-22
for Semester-2 Examination to be held in March-April, 2022

N

Goyal’s

HA

I.S.C.

AK

AS

Business Studies
with

PR

Question Bank

RS

Model Test Papers

HE

For Class 12

OT

Semester-2 Examination 2022
CISCE’s Modified Assessment Plan for Academic Year 2021-22

BR

Reduced and Bifurcated Syllabus for Semester-2 Examination
Chapterwise Summary and Important Points

YA

L

Chapterwise Question Bank having all varieties of expected
Questions with answers for Semester-2 Examination to be held in
March-April, 2022

G

O

Specimen Question Paper (Solved) for Semester-2 Examination
issued by CISCE
5 Model Test Papers based on the latest specimen question
paper issued by CISCE for Semester-2 Examination to be held in
March-April, 2022

GOYAL BROTHERS PRAKASHAN
NEW DELHI

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

Author
O. P. Gupta
Formerly Principal & Head, Deptt. of Commerce,
Hindu College,
Rohtak

Editors
• Swati Gupta

HA

N

• Vaneet Kaur

GOYAL BROTHERS PRAKASHAN
Sales & Registered Oﬃce :

AS

EDUCATIONAL PUBLISHERS

PR

AK

11/1903, Chuna Mandi, Paharganj, New Delhi-110055
Post Box : 5720, Phones : 43551877 & 43561877
E-mail : info@goyal-books.com
Website : www.goyal-books.com

Administrative Oﬃce :

RS

D-231, Sector 63, Noida-201301 (U.P.)
Phone : 0120-4655555
Showrooms

G

O

YA

L

BR

OT

HE

Ahmedabad: Y-10, Dev Castle Complex Opp. Radhekrishan Villa, Jaymala-Govindwadi Road Isanpur, Ahmedabad 382443 (Gujarat) Tel: 09925004030; Chennai: No. 50/39 Ground Floor, Five Furlong Road Guindy, Chennai–600032
(Tamil Nadu) Tel: 044-29530414, 044-29530874; Guwahati: H. No. 69, KRB Road, Beside Bharalumukh SO,
Guwahati - 781009, Phone: 0361-2967044, Email: guwahati@goyal-books.com; Hyderabad: F-7/8/41, First Floor,
Agarwal Chambers, 5-9-1121, King Kothi Road, Hyderabad - 500001 Tele-fax: 23211332; Kochi: Fair Heavens,
H.No. 52-2783/A, Shine Road, Vytilla Emakulam- 682019 (Kerala) Phone: 0484-2305288; Kolkata: No. 203,
2nd Floor, Fomra Towers, 84-A, Acharya Jagdish Chandra Bose Road, Kolkata-700014 Phone: 033-22262683;
Bengaluru: 1681/5/4, Ground Floor, 3rd Main Ramamohanapuram, Bengaluru-560 021, Phone: 080-23320655;
Bhopal: Plot No. 203, Zone-II, M.P. Nagar, Bhopal-462 011 (M.P.), Tele-fax: 0755-4271371; Lucknow: B-318,
Sector-B, Mahanagar, Opposite P.A.C Main Gate, Lucknow - 226006, Phone: 0522-2320841; Patna: Ravi Kiran
Apartment, Flat No. 2-A, Second ﬂoor, Near Water Pumping Station, Pani Tanki Lane, Pirmohani, Patna - 800003;
Nagpur: Thakkar Villa, House No. 436 Joshiwadi, Sibuldi, Nagpur - 440012, Phone: 9823655077

To buy our books and e-books online log on to www.goyal-books.com
© Reserved
Edition : January 2022
Price: 160
Published & Printed by
Roshan Lal Goyal for Goyal Brothers Prakashan, New Delhi

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

SYLLABUS

N

(Reduced for academic year 2021-22)

There will be two papers in the subject:
Paper II - Project Work …… 20 marks
PAPER - I (THEORY) : 80 Marks

AS

HA

Paper I - Theory: 3 hours …… 80 marks

AK

Part I (20 marks) will consist of compulsory short answer questions testing knowledge, application and
skills relating to elementary/fundamental aspects of the entire syllabus.

1. Human Resource Management

(i) Introduction to Human Resource Management.

PR

Part II (60 marks) will consist of eight questions, out of which candidates will be required to answer
any five questions, each carrying 12 marks.

(ii) Job and Manpower planning.

HE

RS

Meaning and definition of Human Resource Management; Characteristics of Human Resource
Management: people oriented, comprehensive function, staff function, pervasive, challenging,
continuous, individual oriented, development oriented, action oriented, future oriented,
interdisciplinary, art as well as science, young discipline; Importance of human resource.

(iii) Staff Recruitment.

OT

Meaning, relevance and difference between the following: Job Analysis, Job Specification, Job
Description, Job Enrichment and Job Enlargement, Manpower Estimation.

YA

L

BR

Meaning, definition and characteristics of staff recruitment; sources of recruitment: internal
sources (promotion, transfer, ex-employees, recommendation by employees); external sources
(advertisements, campus recruitment, casual callers, gate hiring, employment exchanges,
placement agencies, labour contractors). Differences between internal and external sources of
recruitment, their merits and demerits; e- recruitment: concept, benefits and limitations; sources
of e-recruitment: internet and intranet (their benefits and limitations).

(iv) Staff Selection.

G

O

Meaning and definition of staff selection; Selection procedures (preliminary screening, application
blank, selection test, Group discussion, final interview, medical test, reference check, final
approval, placement; brief explanation and importance of each step of the selection procedure);
distinction between recruitment and selection.

(v) Staff Training.
Meaning and definition of training; distinction between training, education and development;
types of training (induction, job, remedial, safety, promotional, refresher- brief explanation of
each.); methods of training: on the job and off the job (vestibule, apprenticeship, internship,
classroom); Distinction between on the job and off the job training. Hindrances to training:
brief explanation. Benefits of training to employer and employees.
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(vi) Staff Morale.
Meaning, definition and characteristics of staff morale; Morale Productivity Matrix (brief
explanation of the four situations); factors influencing morale (morale depressants and stimulants:
an understanding of how the same factor may lower or boost morale); methods of raising morale;
indicators of low and high morale; advantages of high morale; disadvantages of low morale.
(vii) Staff Motivation.

AS

HA

N

Meaning, definition and characteristics of staff motivation; difference between motivation and
morale; importance of staff motivation to the employer and the employee ; factors influencing
motivation: monetary and non-monetary incentives; differences between monetary and nonmonetary incentives; Maslow’s theory of the Hierarchy of Human Needs (explanation of the
theory with the help of the pyramid, assumptions and criticism of the theory); Herzberg’s Twofactor Theory (Motivation and Hygiene Factors).
(viii) Staff Remuneration.

AK

Meaning and definition of Staff remuneration, Methods of wage payment

(ix) Staff Promotion and Transfer.

RS

PR

– Time Rate and Piece Rate System (An explanation of the two systems along with their
merits, demerits and suitability, differences between the two); Pay Slip and Payroll - Meaning,
Differences, Components, Specimens of both. Various staff benefits: Employee Provident Fund,
National Pension System, Group Insurance (medical and life), encashment of leave, gratuity,
(basic understanding only). Types of leaves (casual, medical/sick, earned/privilege, maternity/
paternity, sabbatical/study, leave without pay: basic understanding only)

OT

HE

Staff Promotion - Meaning, definition, benefits and limitations of promotion; Open and Closed
policy of promotion (meaning and differences); a brief understanding of the concept of Dry
promotion and upgrading and distinction between the two; requirements of a sound promotion
policy; Basis of promotion: seniority, merit, seniority-cum-merit (brief explanation of each and
the advantages, disadvantages, comparison between seniority basis and merit basis.)

BR

Staff Transfer: Meaning, definition and need for transfer; Types of transfers: replacement,
versatility, remedial, production (meaning and relevance of each type).
(x) Emerging trends in Human Resources.

L

Flexible Hours, Permanent part time, Work from home, Retainership, Virtual teams, Selfmanaging teams (SMTs) - only meaning of the above terms.

YA

2. Business Communication and Correspondence

(i) Business Communication

G

O

Meaning and definition of communication; importance of communication in business, elements
of the Communication Process, Methods of communication: Oral, Written, Gestural, Visual
(Meaning, advantages and disadvantages of all these methods), Difference between oral
and written communication, Types of communication: On the basis of area of operation
(Internal and External), on the basis of relationship (Formal and Informal), on the basis of
direction (Horizontal, Vertical-upwards and downwards, Diagonal), Meaning, Advantages and
Disadvantages of each; distinction between - Internal and External; Formal and Informal;
Horizontal and Vertical Communication; Barriers to Communication (Semantic, Physical and
Mechanical, Organisational, Socio-Psychological: meaning only, detailed explanation not
required); overcoming the barriers to communication.

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

(ii) Business Correspondence
Need and functions of business correspondence.
Business Letters
Elements and contents of various business letters; types of letters: solicited and unsolicited letters
of application for a job, along with drafting of biodata; Interview letter, Offer of Appointment,
Letter of resignation, Letter of enquiry, Quotation letter, Order letter, Complaint letter, Reply to
Complaint letter).

HA

N

NOTE: Candidates should be able to draft all of the above types of letters, using the appropriate
format.
(iii) Current trends in Business Communication: e-mail and video conferencing.
Meaning and uses of e-mail and video conferencing.

AS

3. Business Size and Finance

RS

PR

AK

(i) Various business entities.
Meaning, definition and distinction between sole proprietorship, partnership, private limited
company and public limited company.
(ii) Sources of business finance
A basic understanding of the following: Equity and preference shares, debentures and bonds,
retained profits, public deposits, loans, trade credit, discounting of bills of exchange, global
depository receipt, Angel investors, venture capitalists, crowd funding, peer to peer funding,
factoring.
4. Globalisation and recent trends in Business

HE

(i) Globalisation.

OT

Meaning, nature, opportunities and threats of globalization for business; brief understanding
of how globalization has been instrumental in transforming the manner in which Business is
conducted.
(ii) e-Business.

BR

Meaning, nature and importance of e- business.
(iii) Outsourcing.

Concept of outsourcing; Parties involved

YA

L

– the outsourcer, the outsourced and the service provider – the respective advantages and
disadvantages to each of the above.
(iv) Types of Outsourcing.

O

Business Process Outsourcing (BPO), Knowledge Process Outsourcing (KPO), and Legal
Process Outsourcing (LPO). Basic understanding of the above.

G

(v) Online means of conducting business.
Business to Consumer (B2C), Consumer to Consumer (C2C), Business to Business (B2B), Intra
Business (Intra B) and, Business to Government (B2G), Government to Business (G2B).
Basic understanding of the above with a few examples.

5. Business Regulators and Intermediaries

(i) Regulators and Intermediaries.
Meaning of the terms Regulators and Intermediaries.
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HA

PAPER II – PROJECT WORK : 20 Marks

N

(ii) Role of Regulators and Intermediaries.
(a) Reserve Bank of India (RBI): Indian banks, foreign banks, Non-Banking Financial
Companies (NBFC).
(b) Securities and Exchange Board of India (SEBI): stock exchanges, stock brokers, merchant
bankers, depositories, mutual funds and credit rating agencies.
(c) Insurance Regulatory and Development Authority of India (IRDA): insurance companies,
insurance agents and insurance brokers.
Only a basic understanding of the roles of the above regulators and intermediaries.

AS

Candidates will be expected to have completed two projects from any topic covered in Theory.
The project work will be assessed by the teacher and a Visiting Examiner appointed locally
and approved by the Council.
Mark allocation for each Project [10 marks]:

1 mark

AK

Overall format
Content

4 marks
2 marks

PR

Findings

Viva-voce based on the Project

3 marks

G

O

YA

L

BR

OT

HE

RS

A list of suggested Projects is given below:
1. Analyse the recruitment process in any two companies of your choice. List the loopholes if
any and give suggestions for improving the process. (You may also make a comparative study
of the recruitment process).
2. Evaluate the selection process of any two firms from the corporate world and discuss their
benefits and drawbacks vis-a-vis each other.
3. Study any two business organizations (one Multi National Company and one Indian Company)
with regards to their Policies of Compensation (Increment policy, Incentive policy, Bonus and
reward policy, retirement benefits).
4. Study the various types of leaves made available to employees. Leaves can be considered
as financial cost to the organization. What other tangible and non- tangible benefits does the
organization stand to gain from incurring this cost? Do the benefits justify the cost?
5. Consider any two successful business leaders.
Give a brief account of their leadership styles. Explain the impact of their leadership styles
in the achievement of the organizational goals of their respective organisations.
6. Analyse the emerging trends in human resource management and discuss their implementation
in India (Comparative study of five organisations).
7. Make a comparative study of any two E-Businesses in terms of their Nature, Size, Products and
Services offered, Functioning and Policies.
8. Select any two companies and study their sources of finance with respect to the amount procured
and advantages and disadvantages of each source of finance
9. Select any BPO or KPO and explain the outsourced functions that it performs. Discuss the impact
of outsourcing in general and specifically on the profitability of the outsourcing organization.
10. Study any one regulator and the intermediaries under it. Give an account of their functions and
how it helps the common man.
NOTE: No question paper for Project work will be set by the Council.
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BIFURCATED SYLLABUS
(As per the Reduced Syllabus for ISC - Class XII Year 2022 Examination)

HA

2.

Business Communication and
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Business Size and Finance

4.
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Business Regulators and Intermediaries

AS

Human Resource Management

NAME OF THE UNIT

G

O

YA

L

BR

OT

HE

RS

PR

1.

UNIT
NO.

NAME OF THE UNIT

AK

UNIT
NO.

SEMESTER 2
(Marks: 40)

N

SEMESTER 1
(Marks: 40)
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Section A: Question Bank

N

Business Communication

HA

‘‘Communication is the process of passing information and understanding from one person to another.
It is the process of imparting ideas and making oneself understood by others.’’ – Theo Haimann

AS

Summary

G

O

YA

L

BR

OT

HE

RS

PR

AK

Communication involves exchange of ideas, information, opinions between persons for the purpose
of creating mutual understanding.
Communication is essential for the smooth and efficient running of the organisation.
Communication is helpful in planning, training, motivation, leadership, control, coordination and
in improving the image of the organisation.
Communication process consists of several elements such as sender, message, encoding, channel,
receiver, decoding and feedback.
The purpose of communication is transfer of message with transmission of understanding.
There are several methods and types of communication such as oral and written gestural and
visual, internal and external, horizontal and vertical, formal and informal, etc.
Communication is important because it essential for successful and smooth running of an enterprise.
Oral Communication provides the advantages of greater impact, speed, suitability in emergency
etc.,
Written Communication includes written records, reports, diagrams, pictures and provides the
advantages of permanent records, accuracy, wide access etc.
Effective communication requires clarity, completeness, consideration, correctness, courtesy,
attentiveness, objectivity and feedback etc.
The common barriers in communication are : Semantic Barriers, Physical Barriers, Organizational
Barriers and Psychological Barriers.
Kinesics is the study of body movements to judge inner state of emotion such as facial expressions,
gestures and physical movements of the body parts, postures and also outward appearances.
To overcome different barriers of Communication, managers should create synergistic environment,
strengthen communication flow, encourage open communication and effective listening.

Question Bank
SECTION A

A. Multiple Choice Questions
1. The minimum parties to communication are :
(a) 2
(b) 4

[1 Mark]
(c) 8

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination
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(d) 8

3. For effective communication __________ is necessary :
(a) clarity
(b) courtesy
(c) continuity

(d) all of these

4. The types of communication network are :
(a) 2
(b) 4

(c) 6

(d) 8

5. Barriers in effective communication are :
(a) language
(c) individual differences

(b) distance
(d) all of these

6. Grapevine communication is :
(a) informal
(b) formal

(c) written

HA

N

2. The steps/elements of communication process are :
(a) 4
(b) 5
(c) 6

AS

(d) none of these

7. If you want to keep a proof of your communication, you should use __________ communication :
(a) informal
(b) formal
(c) verbal
(d) none of these

AK

8. Types of communication are :
(a) written
(b) verbal

(c) formal

PR

9. In horizontal communication, flow of suggestion is :
(a) upward
(b) downward
(c) at parallel

HE

11. Grapevine is :
(a) Formal communication
(c) Lateral communication

RS

10. In effective communication, language should not be used :
(a) express
(b) impressive
(c) ambiguous

(d) all of these
(d) all of these
(d) courtesy

(b) Barrier to communication
(d) Informal communication
(d) HCL

13. Which of the following is not an element of communication process?
(a) Decoding
(b) Communication
(c) Channel

(d) Receiver

BR

OT

12. The software company promoted by Narayana Murthy is :
(a) Wipro
(b) Infosys
(c) Satyam

L

14. Status comes under the following type of barriers :
(a) Semantic barrier
(b) Organisational barrier
(c) Non-semantic barrier
(d) Psychological barrier

YA

15. The communication network in which all subordinates under a supervisor communicate through
supervisor only is :
(a) Single chain
(b) Inverted V
(c) Wheel
(d) Free ﬂow

O

16. The process of converting the message into communication symbols is known as :
(a) Media
(b) Encoding
(c) Feedback
(d) Decoding

G

17. Which of the following is not an organisational barrier of communication?
(a) Organisational Policy
(b) Rules and Regulation
(c) Complexity in organisational structure
(d) Fear of challenge to authority
18. Which of the following is not a type of formal communication?
(a) Single chain network
(b) ‘Grapevine’
(c) Free-ﬂow network
(d) All of these

10
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19. Meaning of encoding is converting __________ into symbols.
(a) meaning
(b) words
(c) message

(d) all of these

20. __________ is the process of converting symbols of the sender into the message.
(a) Encoding
(b) Feedback
(c) Decoding
(d) None of these

22. Status comes under the following type of barriers :
(a) Semantic barrier
(b) Organisational barrier
(c) Non-semantic barrier
(d) Psychological barrier
4. (b)
14. (b)

7. (b)
17. (d)

8. (d)
18. (b)

9. (c)
19. (b)

AS

3. (d)
13. (b)

AK

1. (a) 2. (d)
11. (d) 12. (b)
21. (b) 22. (b)

ANSWERS
5. (d)
6. (a)
15. (c) 16. (b)

N

(d) Receiver

HA

21. Which of the following is not an element of communication process?
(a) Decoding
(b) Communication
(c) Channel

B. Very Short Answer Type Questions

[1 Mark]

PR

1. What is meant by directing?

10. (c)
20. (c)

RS

Ans. In the broader perspective directing means impressing, inspiring and convincing the workers in
such a way that they render their full co-operation and support willingly for the achievement of
the objectives of the organisation.
2. How does communication provide coordination in an organisation?

HE

Ans. It states the organisational goals and the mode of their achievement to people of the organisation.
3. How does communication help in smooth working of an enterprise?

OT

Ans. It helps in the smooth working of an enterprise by making interactions in the organisation.
4. Write any one measure to overcome the barrier of communication.
Ans. Clarify the idea before communication.

BR

5. What are semantic barriers?

Ans. Semantic barriers take place due to difference in individual interpretation of words.

L

6. Name the type of communication in which people communicate with one another regarding the
official matters on the basis of social interactions.

YA

Ans. Informal communication.
7. What is encoding?

O

Ans. This is the formal content translated from the initial thinking of the sender.

G

8. Besides immediate seniors, with whom can subordinates communicate under Inverted ‘V’ type of
communication?

Ans. With Senior’s Senior.
9. What is the meaning of feedback?
Ans. It refers to the reply or reactions of the person to whom the message is conveyed.
10. How is communication a two-way process?
Ans. Communication is called two-way process because it involves the sending and receiving processes.

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination
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11. In which type of informal communication, can a person spread a message to as many other
colleagues as possible?
Ans. Gossip.
12. State the meaning of communication.
Ans. Communication means an exchange of ideas or information between two or more persons.
13. Why is informal system of communication generally referred to as the ‘grapevine communication’?

N

Ans. This system is also known as ‘grapevine’, because its membership may spread towards many
directions rapidly like the branches of a grapevine.

HA

14. What is meant by ‘Grapevine’?

Ans. Informal communication. This communication is also called grapevine, because it may spread
towards many directions rapidly like the branches of a grapevine.

AS

15. Define ‘Formal Communication’.

Ans. This is an official communication that takes place within an organisation and with outside people.

AK

16. Is it necessary to believe or agree with the message in order to complete the process of
communication?
Ans. No, not at all. It is sufficient to understand the message received.

PR

17. How does informal communication supplement the formal communication in many ways?

RS

Ans. Informal communication refers to interchange information unofficially. Through it, the superior
gathers such information from their staff as may be difficult to get through formal communication.
Except this, it provides many such advantages which are not possible in formal communication.
18. What is the concept of noise in the communication?

HE

Ans. When a disruption occurs in an effective communication process, it is called ‘noise’.
19. What is the importance of communication in management?

OT

Ans. Communication is an important means for the management to discharge its functions, efficiently.
The management has to get the work done through workers by issuing orders and instructions. It
is possible only through effective communication.

BR

20. How does communication increase managerial efficiency?
Ans. Communication conveys the goals, issues, instructions and allocates job and responsibilities to
increase managerial efficiency.
21. What is the significance of feedback in the process of communication?

L

Ans. Feedback shows the effectiveness of communication.

YA

22. Is it necessary in communication that the sender and receiver of information should be face-toface with each other?

O

Ans. No, it is not necessary. The sender and the receiver may communicate either through direct contact
(face-to-face) or through indirect contact (mobile, internet etc.), with each other.

G

23. How does communication act as basis of decision making?

Ans. It provides the needed information for decision making.
24. What represents semantic barriers of communication?
Ans. Creation of obstructions in the encoding and decoding process of a message into words.
25. Is communication complete without feedback?
Ans. No. feedback completes the process of communication.

12
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26. What is the most important need for effective communication?
Ans. Manager should be a good listener too.
27. Is it true that managerial function cannot be carried out without an efficient system of
communication?
Ans. Yes, it is true because effective system of communication helps in decision-making and a means
of coordination.

N

28. Is it necessary in communication that the sender and the receiver of information should be faceto-face with each other?

HA

Ans. No, it is not necessary.

29. In which kind of communication network any person can have communication with anyone?
Ans. Free Flow Network.

AS

30. What is noise in communication?
31. What is Cluster?
Ans. Communicating with most trusted people is called cluster.

AK

Ans. It is hindrance to communication.

PR

32. In which type of communication rumours and distortions take place?
Ans. Informal Communication.

RS

SECTION B

1. What is Communication?

[2 Marks]

HE

Short Answer Type Questions

BR

OT

Ans. According to Oxford English Dictionary, ‘‘Communication means imparting, conveying, or
exchanging of ideas or knowledge, whether by speech, writing or signs.’’ In simple words,
communication means an exchange of ideas or information between two or more persons. This
exchange of ideas or information may take place in many ways. For example, when one reads
a book, the author communicates his ideas to him or when one receives a letter, the sender
communicates his feelings to the recipient. Similarly, when we are watching a movie, the director,
the story-writer and the actors communicate their ideas and feelings to us.
2. What is Formal Communication?

O

YA

L

Ans. Formal Communication refers to the communication taking place through official channels in an
organisation. Such type of communication takes place between managers or employees of same
cadre or between superior and subordinate and vice versa. It may be oral or written but complete
record of such communication is maintained in an organisation. It is further classified as vertical
and horizontal communication.
3. What is Vertical Communication?

G

Ans. Vertical Communication involves the flow of information and ideas between the persons of same
and/or different departments holding different positions. For example worker of one department
may communicate with a manager of same and/or of another department. It prevents delay in work.
Under this the flow of information is either upwards or downwards through formal channels.
4. Discuss in brief upward and downward communications.
Ans. Upward Communication flows upward from the subordinates to superiors in the form of
suggestions, opinions, grievances, reports, applications for grant of leave, etc.

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination
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Downward Communication flows downward from supervisor to the subordinates in the form
of orders, instructions, directions, circulars etc. As superiors are the senders in this channel, the
success of such communications depends primarily upon how skillful they are in this art.
5. What is Horizontal or Lateral Communication?
Ans. Horizontal or lateral communication refers to the flow of communication between two decisions;
between employees of the same rank or at the same level in an organisation. For example, a
production manager can contact sales manager about delivery of goods, quantity of goods etc.

N

6. What do you understand by feedback in communication?

AK

7. Write a brief note on Noise as an obstruction to communication.

AS

HA

Ans. Feedback : The sender should get the feedback from the receiver to know whether or not the
receiver has properly understood him. It should not be like speaking in the air. In case the
communication is face-to-face it is easy to get the feedback as the sender can read the face
of the listener. For example, facial expressions like raising an eyebrow, shrugging shoulders or
nodding one’s head. In other cases, he should confirm it from the receivers as to whether they
have understood him or not.

PR

Ans. Noise as an Obstruction to Communication : Noise is an extraneous factor in the way of effective
communication. It does not simply mean the noise of crying; it also includes the obstruction
due to the external or internal sounds (of buses, machines, etc.), defective phones, poor internet
connectivity, using and interpreting the symbols and gestures inappropriately, etc. Any form of
noise makes the communication ineffective. So it should be properly controlled.

RS

8. What are ‘semantic barriers to effective communication? How can you overcome them?

HE

Ans. Semantic barriers to communication are the barriers due to improper use of language. Poor
expression, faulty translation, words with multiple meanings are examples of semantic barriers.
Semantic barriers can be overcome by use of familiar words, expressing the message clearly,
translating correctly, clarifying assumptions, etc.

OT

9. ‘‘In order to ensure completion of message one should check for the ‘five w’ questions.’ List the
‘five w’ questions.

BR

Ans. The ‘ﬁve w’ questions are as follows :
(i) What
(ii) Why
(iii) Where

(iv) When

(v) Who

10. Why is communication called a two-way process?

L

Ans. Communication is called a two-way process because it is complete only when the response
(feedback) to the message sent is received.

YA

11. Why should a communicator be precise and brief while communicating?

O

Ans. A communicator easily conveys whatever he/she wants to convey by being precise and brief.
Precision and brevity help to overcome several barriers to communication.
12. Explain the principle of using grapevine strategically in an organisation.

G

Ans. According to this principle, informal channels of communication should be judiciously used to
supplement the formal or official channels. Grapevine can be used particularly when the formal
communication system is slow and inefficient.
13. Explain visual communication.
Ans. Visual communication means communication through tables, graphs, charts, posters, logos,
photographs, etc. Such visuals convey the message quickly and are appealing to eyes. That’s
why it is said. ‘A picture is worth thousand words.’’

14
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14. ‘‘Effective communication depends more on the message than on Media.’’ Comment.
Ans. Message is the content of communication. Unless what is being communicated (message) is
complete and clear, communication can never be effective. Media is only the carrier of the message.
When the message is stated in fully clear and complete words any media can carry it effectively.
Therefore, what is being communicated (the message) is more important than how it is being
communicated (the media).
15. What is informal communication? Name some of the types of Informal Communication.

HA

N

Ans. Informal Communication takes place in an organisation without following the formal lines of
communication. Such type of communication usually takes place among the workers to exchange
their views and to satisfy their social needs. The network of communication followed in the
informal communication is referred to as ‘grapevine network’.
Some of the popular type of this network are listed below :
(ii) Gossip

(iii) Probability

(iv) Cluster

AS

(i) Single strand

Ans. Distinction between (any two)
Basis of Distinction

Verbal Communication
Communication through words

(ii) Forms

Oral and written

(iii) Secrecy

Low

Communication
words.

without

using

RS

Gestural, aural, visual, audio-visual,
proximics, paralanguage
High

HE

17. What is E-mail?

Non-Verbal Communication

PR

(i) Meaning

AK

16. Distinguish between verbal and non-verbal communication.

OT

Ans. Presently E-mail has became the popular medium of communication because of speed and Costeffectiveness. Like business letters, e-mail messages reinforce professional and business relations.
Therefore, care should be taken to design e-mail messages.
18. How e-mail is different from Fax?

BR

Ans. E-mail is different from Fax (Fascimile). Fax is a machine that scans a document, converts the
message into electronic impulses, and sends the impulses by the telephone to a fascimile receiver.
The receiver converts back the impulses into the original form. It is a fast and relatively inexpensive
means of communication.

L

19. What is Video Conferencing?

O

YA

Ans. Video conferencing allows group of people and individuals sitting at different locations to hold
interactive meeting by using telecommunications of audio and video. This technology overcomes
the disadvantages of the voice (as in telephone) or data (as in a mail) and provides real feel of
the conversation by adding visual part in that. Video conferencing involves the mechanics similar
to telephonic conference.

G

20. What is Short Message Service (SMS)?

Ans. Short Message Service (SMS) is a communication service standardized in the GSM mobile
communication system that enables to send and receive text messages among different mobile
phones. The text may be in the form of words or numbers or an alphanumeric combination.
21. What is Teleconferencing?
Ans. Teleconferencing is interactive group communication through telecommunication such as telephone,
computer based equipments or internet, etc. A teleconference is a telephone meeting among two

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

15

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

or more participants involving technology more sophisticated than telephone connections. It can
bring people together under one roof even though they are separated by hundreds of miles.
22. Distinguish between Cellular phone and Cordless phone.
Ans. Difference between :
Cellular phones

Cordless phone

N

(i) A person can call directly from his/her It is simply extension of main telephone lines.
mobile phone from any place in the world. It is very limited range around or near the main
phone.

HA

(ii) It is a very convenient system but it is It provides convenience in making and receiving
expensive.
calls in any part of the house or office.

AS

SECTION C

[4 Marks]

AK

A. Long Answer Type Questions

BR

OT

HE

RS

PR

1. What is Formal Communication Network?
Ans. Formal Communication Network :
(i) Single chain network : Communication flows from superior to his/her immediate subordinate.
(ii) Wheel network : Superior acts as a hub of information and all subordinates communicate
through the superior only.
(iii) Circular network : Employees communicate with his/her adjoining two people.
(iv) Free Flow network : All employees are free to communicate with each other without any
restrictions.
(v) Inverted V : An employee communicates with his/her immediate superior but may also
communicate with his/her superior’s superior.
2. ‘‘Informal communication supplements the formal communication in many ways.’’ How?
Ans. In the following ways informal communication supplements the formal communication :
(i) Informal communication helps the members to discuss the matters which cannot be done
through the official channel.
(ii) It helps in clarifying the formal orders and instructions to the workers. Thus, it fills the gap
where formal communication fails.

L

(iii) It helps in satisfying the social needs of the workers.

YA

(iv) Informal communication travels faster than the formal communication because it is not
required to follow scaler chain of command.

3. State in brief the various types of barriers to Effective Communication.

G

O

Ans. Barriers to Effective Communication :
(i) Semantic Barriers : (a) Badly expressed message, (b) Words/symbols with different meanings,
(c) Faulty translation, (d) Unclarified assumptions, (e) Technical jargon, and (f) Body message
and gesture decoding.

(ii) Psychological Barriers : (a) Premature evaluation, (b) Lack of attention, (c) Loss of
transmission and poor retention, and (d) Credibility of sources.
(iii) Organisational Barriers : (a) Organisational policy, (b) Rules and Regulations, (c) Status and
position barriers, (d) Complexity in organisational structure, and (e) Organisational facility.
16
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(iv) Personal Bariers : (a) Barriers related to superiors : (i) Fear of challenge of authority
(ii) Lack of confidence in subordinates, (b) Barriers related to subordinates : (i) Unwillingness
to communicate, and (ii) Lack of proper incentive.
4. Distinguish between Downward Communication and Upward Communication.
Ans. Differences between :
Basis

Downward Communication

Upward Communication

It represents the flow of information It represents the flow of information
from top levels to lower levels.
from lower levels to top levels.

(ii) Form of
Message

It takes the form of written and It takes the form of activity reports,
oral instructions, letters, memos, suggestions, grievances, etc.
company, publication, etc.

(iii) Use

It is used to get things done through It is used to give reports and convey
the subordinates.
reactions of subordinates to the
management.

(iv) Purpose

Its purpose is to communicate Its purpose is to keep the superiors
policies, procedures, orders and informed about the progress of work
instructions to the subordinates.
and difficulties faced in the execution
of orders.

PR

AK

AS

HA

N

(i) Flow of
Message

RS

5. What do you understand by ‘gestural communication’? What are the ways in which you can
indulge in it?

OT

main ways in which one can indulge in gestural communication are as follows (any three) :
Face-smile, frown, eye movements
Head-nodding (yes), shaking (no)
Hands, arms and fingers
shoulders-drawing up, dropping down.

BR

The
(i)
(ii)
(iii)
(iv)

HE

Ans. Gestural communication means communication through gestures or through different parts of
human body. It is also known as body language. Such communication is used in face-to-face
talk, on television, in films and theatres.

6. What are the advantages of external communication?

G

O

YA

L

Ans. The main advantages of external communication are as follows (any four) :
(i) It exchanges valuable information which is vital for improvement in business activities.
(ii) It helps in maintaining favourable relationships with outsiders.
(iii) It provides information about products and services to the customers in an effective manner.
(iv) It increases the prestige of organisation among its investors, customers, supplier and the
general public.
(v) It is helpful in achieving organsiational’s goals and mission.
(vi) It protects the organisation during any crisis.
7. What are the Disadvantages of external communication?
Ans. External communication suffers from the following drawbacks (any four) :
(i) Generally, it is found in formal communication which is not always appropriate for some
specific cases.
(ii) It does not enjoy the benefits of flexibility in communication process.
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(iii) There may exist significant distance between sender and receiver of information.
(iv) It is a time consuming process.
(v) Prompt feedback may not be received in several cases.
8. What are the drawbacks of Gestural Communication?

AS

HA

N

Ans. Gestural communication suffers from the following drawbacks (any four) :
(i) If gestures are not evaluated correctly, they may be misleading and misguiding to the listeners.
(ii) It is not considered as a credible method of communication.
(iii) In some cases gestural communication involves huge cost.
(iv) It does not follow any rules, regulations and formalities or structures like other methods of
communication.
(v) It is not suitable for long conversations.
(vi) There is no break in communication so everybody does not prefer to communicate through
gestural communication.

AK

9. What are the drawbacks of Visual Communication?

RS

PR

Ans. Visual communication suffers from the following drawbacks :
(i) As compared to other methods of communication, it is more costly.
(ii) All the topics cannot be represented through visual communication.
(iii) It is a time consuming process of communication.
(iv) Visual communication creates negative/adverse effect, if it is designed poorly.
(v) In many cases, visual messages are difficult to understand. The receivers are unable to assess
the correct meaning of message.

HE

10. What is meant by semantic barriers? Explain any three semantic barriers to communication.

YA

L

BR

OT

Ans. Semantic barriers are concerned with the meaning of words and symbols. Semantic barriers arise
in the process of encoding and decoding of message. These barriers are as follows :
(i) Badly expressed message. Use of wrong words, omission of necessary words, and inadequate
vocabulary results in badly expressed messages. The intended meaning is not conveyed in
such messages.
(ii) Faulty translations : When the translator is not proficient in both the languages involved in
translation, the meaning of the message may get distorted.
(iii) Unclarified assumptions : A message may be misunderstood, when the sender does not
clarify the assumptions behind it, e.g., the sales manager may instruct his staff, ‘‘Makes every
effort to achieve the sales target.’’ He may mean that sales are to be increased, but without
increasing the rate of discount. But the staff may interpret that every effort means a discount
can be offered at higher rates.
11. Give four advantages of video conferencing.

G

O

Ans. (i)
(ii)
(iii)
(iv)

Video conference is a very convenient mode of audio-visual communication.
It saves value time of top managers as they need not travel to foreign countries for meetings.
It saves considerable money involved in foreign travel and stay.
It is available 24 hours and 7 days a week.

12. How is e-mail different from video-conferencing?
Ans. Differences between e-mail and video conferencing are (any four) :
(i) E-mail is written while video-conferencing is oral.
(ii) E-mail requires an Id of the receiver which is not needed in a video-conferencing.
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(iii) E-mail is verbal whereas video-conferencing is audio-visual communication.
(iv) E-mail does not require simultaneous presence of the sender and the receiver which is necessary
in case of video-conferencing.
(v) In e-mail sender and receiver do not see each other but in a video-conferencing they see each
other.
13. What are the disadvantages or shortcomings of E-mail?

AS

HA

N

Ans. Disadvantages of E-mail are as under :
(i) E-mail remains an informal channel of communication due to potential anonymity.
(ii) Excessive use and flooding of unwanted messages is a major drawback. One has to be careful
to avoid his e-mail box becoming full of doubtful and insincere messages. One has to wade
through chunks of e-mail.
(iii) Secrecy may be lost unless one is private while using e-mail.
(iv) The message cannot work until the receiver is able to open his e-mail account.
14. Write four advantages of e-mail?

HE

15. Write four advantages of Telefax.

RS

PR

AK

Ans. Advantages of E-mail are :
(i) E-mail is the fastest method of communicating written messages anywhere in the world at
the least cost.
(ii) E-mail message can be kept confidential and secure. The use of codes can make a message
so secure.
(iii) Messages can be sent and received anywhere in the world.
(iv) Clarifications can be sought and offered immediately when both the receiver and sender are
simultaneously sitting at their computer terminals.

BR

OT

Ans. Advantages of Telefax are :
(i) Any type of drawing, whether handwritten, typed or printed can be transmitted.
(ii) This is a device for transmitting sketches, diagrams, etc. from one place to another.
(iii) Copies received at the other end can be used immediately without any further process.
(iv) It transmits copies of important documents from one place to another at a speed of telephone
call.
16. Explain the importance of communication.

G

O

YA

L

Ans. The importance of communication can be judged from the following points (any four) :
(i) Basis of Coordination : Communication is common understanding about the goals of the
organisation, mode of their achievement, and interrelationship between the work performed
by different individuals. It brings about mutual cooperation and harmony between departments
and groups in the organisation.
(ii) Basis of decision making : Communication provides the information required for decisionmaking. Without relevant information managers cannot take meaningful and timely decisions.
Decisions taken by management are also conveyed to subordinates for implementation through
communication.
(iii) Effective leadership : Communication is the basis of effective leadership. With the help of
his communication skills, a leader can exercise positive influence over his followers.
(iv) Smooth working : Communication helps to ensure smooth functioning of the organisation.
All interactions among individuals and groups in the organisation depend on communication.
When communication stops, organisational activity ceases to exist.
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HA

N

(v) Managerial efficiency : Communication is essential for effective performance of managerial
functions. Managers convey goals, issue instructions, guide subordinates and evaluate work
performance through communication. Thus, communication serves as the lubricant in fostering
managerial efficiency.
(vi) Motivation and morale : An efficient system of communication enables managers to boost
the motivation and morale of employees. It is the basis of participative and democratic system
of management.
(vii) Industrial peace : The two-way communication promotes mutual understanding and
cooperation between management and workers. It leads to good employee relations and peace
in industry.
17. Distinguish between Formal and Informal Communication.
Ans. Difference between (any four)

AS

Informal Communication

Official channels as prescribed in Unofficial channels.
organisational hierarchy

AK

(ii) Relationship
among
members

Formal Communication

Superior-subordinate relationships Social and personal relationships

(iii) Contents or
Work related matters
subjects matter

Personal issues
Tends to be fast

RS

(iv) Speed of
Tends to be slow
communication

PR

Basis of Distinction
(i) Channels

To achieve goals of organisation

(vi) Nature

Systematic and reliable

(vii) Proof

A proof of sending
communication is kept.

OT

HE

(v) Main purpose

(viii) Authenticity

It is fully authentic.

To serve personal interests of
members
Haphazard and unreliable

formal There is no proof of sending
informal communication is kept.
It may not be authentic.

G

O

YA

L

BR

18. Some examples of communication barriers are given below. Classify them under the broad
categories of communication barriers and mention against each barrier with its specific type.
(i) ‘I want to shoot you’ I said it in a lightener mood but you took it seriously as if I am really
going to shoot you.
(ii) I do not want to listen to him as he is too junior to me.
(iii) He always wants to be at the centre of activity.
(iv) I could not make out what she said on the phone as the voice was cracking.
(v) Some students cannot see the teacher’s writing on the board because of poor sight.
(vi) Some students understand more through power point than teacher’s chalk and talk.
Ans. (i) Semantic, words with different meanings, (ii) and (iii) Psychological, lack of truth and
self respect (iv) Faulty channels, technical defects (v) and (vi) Personal, Individual barriers,
Physiological problem, Selective receptions.
19. What are the measures to overcome barriers to effective communication?
Ans. Some measures to overcome barriers to effective communication are given below :
(i) Clarify the ideas : A manager should study the idea in depth and analyze it before
communicating. The message should be stated clearly so that subordinates can understand it
easily and correctly.
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(ii) Consult before communicating : It is desirable to involve others in designing the message.
Participation and involvement of subordinates make the message more acceptable.
(iii) Communicate according to the receiver : Managers should modify the message according
to the education and understanding level of the subordinates.
(iv) Convey helpful and valuable ideas : If the message relates directly or indirectly to the needs
and interests of the receiver, it will evoke good response.

HA

N

(v) Use proper language and tone : The language used in communication should be understandable
to the receiver. The message and its tone should not offend the receiver’s sentiments. Rather
these should evoke a positive response.

AS

(vi) Technical Jargon : Specialist often use words which are peculiar to their fields. A common
man may not understand such technical words. For example, doctors often use words like
‘hypertension’, ‘UTI’, etc. which everybody may not know.
(vii) Unclarified assumption : Some messages are based on certain assumptions. When the sender
does not make his assumptions clear, the receiver may misunderstand the message.

Ans. Advantages/Merits of Formal Communication :
(i) It is proper and systematic;

PR

20. Write four merits of formal communication?

AK

(viii) Body language : When the body movements and gestures are not consistent which leads to
misinterpretation and ineffective.

(iii) It helps in fixing responsibility; and

RS

(ii) It ensures order by flow of communication;

HE

(iv) It helps in locating the source of communication.
21. Write four demerits of formal communication.

OT

Ans. Limitations/Disadvantages/Demerits of Formal Communication :
(i) It is slow moving communication system;

BR

(ii) It overloads higher authorities with work;
(iii) It has to follow certain established rigid rules and has to face hurdles in the flow of information;
and

L

(iv) Free and opinion cannot be expressed just to avoid criticism and confrontation.

YA

22. What is the main purpose of Communication? What purposes serve the communication?

O

Ans. Purpose of Communication : The main purpose of communication is to effect change in someone
i.e., to influence action or to secure in action in the overall interest of an enterprise. It enables
us to understand others and to make ourselves understood.

G

Communication serves the following purposes (any three) :
(i) To keep employees informed.

(ii) To solicit information from employees which may aid management.

(iii) To express management’s interest in its personnel.
(iv) To provide employees with orders and instructions in connection with their duties.
(v) To make each employee interested in his respective job and in the work of the company as
a whole.
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(vi) To instill each employee with personal pride in being a member of the company.
(vii) To reduce or prevent labour turnover.
23. What is Informal Communication? What are the advantages of Informal Communication from
employee’s point of view?
Ans. Advantages of Informal Communication : From Employee’s point of view
(i) It helps the employees to develop friendly and social relationship in the organisation.

(iii) Informal communication is often repeated and understood easily.

HA

N

(ii) It helps them to communicate on the matters which cannot be discussed through formal
communication.
24. What are the advantage of Informal communication from Management’s point of view?

AS

Ans. From management’s point of view

AK

(i) It helps the mangers to fill the communication gap, if any in the flow of information through
formal communication.
(ii) It is fast and the urgent matters can be transmitted easily without any delay.

PR

(iii) It provides emotional relief to employers and reduces tension in labour management relations.
(iv) Through informal communication, managers can get immediate response of employees on
various plans and policies.

RS

25. Give the limitations of Informal communication.

Ans. Limitations of Informal Communication (any four) :

HE

(i) Informal communication often spreads rumours and false facts.
(ii) Sometimes confidential informations gets disclosed through grapevine.

OT

(iii) It is not easy to fix the responsibilities due to the lack of source of information.
(iv) Informal communication flows in an unsystematic way. It is irregular and untimely.

BR

(v) Sometimes message gets distorted as it is passed by different persons.
26. Briefly explain any four elements of Communication Process?
Ans. A few important terms are used in the process of communication. They are given below :

YA

L

(i) Communicator : He/she is the person who speaks or transmits or sends a message, an idea
or a feeling.

(ii) Message : It is the subject-matter to be sent to the receiver. The subject-matter may be a
message, instruction, feeling, etc. to be sent to the receiver.

G

O

(iii) Encoding : This is the formal content translated from the initial thinking of the sender. These
are the words, phrases, sentences, pictures, gestures, etc.
(iv) Media : These are the paths through which the encoded message is transmitted to the receiver.
These may be verbal, written, phone call, internet, etc.
(v) Communicatee : He/she is the person to whom the message, or an idea or a feeling is
conveyed and who is called as the respondent, or receiver, addressee or audience.
(vi) Decoding : It is the process of translating the encoded matter in the form that the receiver
understands.
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(vii) Feedback : It refers to the reply or reaction of the person to whom the message is conveyed.
The above process of communication has been shown in Fig. given below
Process of Communication
Message

Encoding

Media

Receiver or
Communicatee

Decoding

Feedback

N

Communicator
or sender

HE

RS

PR

AK

AS

HA

27. What are the various types of Grapevine Communication?
Ans. Types of Grapevine Communication Network : According to Prof. Keith Davis the grapevine
chains may be of the following four types :
(i) Single Stand Chains : If there is a one sender and one receiver at each stage of communication,
it is called chain network or single stand chain. A receiver becomes sender at each stage of
successive communication. It can be horizontal or vertical chain.

OT

(ii) Gossip Chain : When a person informs so many, it is called gossip chain. Here the source
of message is one but receivers are so many. In the diagram of Gossip Chain L is passing
on his formation to M, N, O, P, Q and R.
O

BR

P

M
N

N

L

L

N

L
YA

R

Gossip Chain

A

R

P

M

Q

P

N
O

Q

M
R

Probability Chain

O

Q

L

S
T

Cluster Chain

O

(iii) Probability Chain : In this chain, information is passed from one person to the other on
irregular basis. This is based on theory of probability.

G

(iv) Cluster Chain : If a person passes information to a few or selective persons, it is called
cluster chain.
In above, communication, positions and authority-responsibility relationship are not formally
created, i.e., these develop and overlap each other. Similarly, channels of communication are
also open for use in any direction. i.e., upward, downward, horizontal, vertical, diagonal etc. Any
person can communicate with another by passing all or any channel of communication.
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28. What are the various characteristics of Communication?

AS

HA

N

Ans. Following are the characteristics of communication (any four) :
(i) It is a process which involves at least two parties : a communicator and a communicatee.
(ii) It includes all means (written, oral and others) by which ideas and feelings are conveyed from
one person to another.
(iii) It travels either downwards (superior to subordinate) or upwards (subordinate to superior) or
sidewards (superior to superior or superior to specialised staff).
(iv) It involves both information and understanding.
(v) The end result of communication is understanding.
(vi) It is the basis of process of exchange of ideas.
(vii) Its main purpose is to motivate a response.
(viii) It requires encoding and decoding. Encoding is the formal shape of the message and decoding
is the process of perceiving the message.
29. What are the various types of Communication on the basis of Direction?

OT

HE

RS

PR

AK

Ans. The communication flows through official channels of communication designed in the organisation
chart. It is further classified as :
(i) Vertical Communication : It flows vertically upwards or downwards through formal channels.
It is further classified as :
(a) Downward Communication : This communication refers to the flow of communication
from superior to a subordinate like sending of memos, notices to subordinates and giving
instructions etc.
(b) Upward Communication : This communication refers to the flow of communication
from a subordinate to a superior like leave applications and progress reports etc.
(ii) Horizontal or Lateral Communication : It is a communication between one department and
another department to resolve interrelated problems and issues, e.g. production manager may
have to contact marketing manager on issues such as design and quality of products.

L
YA

Suggestions appeals
reports, proposals etc.

Superior

BR

Plans, Policies,
Procedures Orders, Rules,
Instuctions etc.

Superior

Subordinates

Subordinates

Downwards

Upwards

M
m ark
an et
ag ing
er
Exchange of information

n
tio
uc ger
d
o
a
Pr an
m

between two departmental heads
or managers of equal ranks

Lateral or horizontal

O

30. What is Visual Communication? What are its advantages?

G

Ans. It is a process of sending and receiving information through visual images. It is about conveying
a message by visual means and visual aids i.e. photography, multimedia, illustration etc. and can
help to simplify complex ideas and lead to more audience involvement. The purpose of visual
communication is to inform, persuade and engage the audience for a per-determined organisational
goal. It is also very useful reaching out to an literate target group.
The main advantages of visual communication are as follows (any three) :
(i) Easy to understand the information.
(ii) Equal use for both educated audience and illiterate audience.
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It provides prompt response of audience.
It is very popular mode of communication.
It is an effective way of advertising.
Colourful paintings, interesting photographs, graphs, charts, etc., make communication
interesting.

31. What is External Communication? How it is different from Internal Communication?

HA

N

Ans. External Communication takes place, between the organisation and another person per entity, that
are present in the external environment. For example, communication between actual customers,
potential customers, suppliers, investors, shareholders and society at large.
Difference between internal communication and external communication (any four)

AS

External communication
It is the communication between
the organisation and outsiders (i.e.
customers, creditors, debtors etc.)
To maintain relationship with
outsiders.
More distance between sender and
receiver of information.
Low.
Generally, it is formal
communication.
Communication between account
managers and creditors

AK

Internal Communication
It is the communication between
the members of organisation. (i.e.,
employees, managers etc.)
(ii) Purpose
To exchange information within the
organisation.
(iii) Distance
Less distance between sender and
receiver of information.
(iv) Frequency
High
(v) Form of
It may be formal or informal
communication communication.
(vi) Examples
Communication between employees
and management

HE

RS

PR

Basis
(i) Meaning

BR

OT

32. What is Gestural Communication? What are its main advantages?
Ans. Communication through gestures or postures is often used as means to supplement verbal
communication. The important gestures may be waving of hand, pouting of lips, movement of
eyes, shaking hands and patting on back. It there is a face-to-face conversation between two
persons, they can better understand the feelings, attitudes and emotions of each other.

O

YA

L

The main advantages of gestural communication are as follows (any three) :
(i) It enhances and supplements the understanding of a verbal message between sender and
receiver.
(ii) It helps illiterate people in the organisation.
(iii) It may be substituted for verbal communication.
(iv) It reduces wastage of time of the communicator.
(v) Information can be easily presented in gestural communication.
(vi) It helps illiterate people in the organisation.

G

33. What is the method of Receiving E-Mail?

Ans. Method of Receiving E-mail : It is very easy and simple to receive e-mail. If your computer
is having Outlook Express or any E-mail software, then after getting connected to Internet, this
software will itself search the message. If there is any message it will shine on the task bar of
the computer screen: an open Outlook Express and read your e-mail message.
For sending message by E-mail it is necessary that the receiver of the message should also have
E-mail facility. If receiver’s E-mail address is not correctly written, then the message will come
back on your own E-mail address. It is known as ‘Bound Mail’.
Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

25

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

HA

N

It is evident that E-mail is the most modern and inexpensive medium of communicating messages.
You are not required to spend anything on paper, pen, ink, envelop and postage stamps. Only
sitting on your computer you can send your message addressed to any person anywhere in the
world. Your message will reach the concerned person within seconds, let the receiver be miles
away.
34. What is Oral Communication? How it is different from Written Communication?
Ans. It involves exchange of messages with the help of spoken words. Oral communication may take
place (i) by face to face contacts, and (ii) through mechanical devices. Both face to face conversation
and conversation through mechanical devices hold an important place in the communication system
of any organisation.
Comparison of Oral and Written Communication (any three)

Written Communication

AS

Oral Communication

(i) Communication is expressed through Communication is expressed in writing.
spoken words.
It is generally formal in nature.

(iii) It may not be precise.

It can be very precise.

(iv) It takes less time.

It takes more time.

PR

AK

(ii) It is generally informal in nature.

(v) Oral communication may not be It is not difficult to understand written communication
complete. It may be difficult to if it is expressed in unambiguous terms.
understand it.
Written message is verifiable from the records.

RS

(vi) Oral message may not be verifiable.

HE

(vii) Oral message may not be taken casually. It is generally taken seriously.
35. What is Video Conferencing? Discuss its limitations.

BR

OT

Ans. Video conferencing is an excellent technique of audio-visual communication. People present at
distant places communicate with each other as if attending a conference or meeting together
in a meeting room. In the technique, not only the communication of messages is possible but
also concerned persons can have lively talk among themselves, in which the body language like
postures, gestures, facial expression etc. also help in communication of the message. Today, almost
every district in India enjoys the facility of video-conferencing.

L

Video-conferencing is a substitute of face to face communication. Face to face video-conferencing
can be accomplished in two ways : (i) by using computer, and (ii) without using computer.

O

YA

Limitations :
(i) High quality images can be received only by incurring extremely high cost and, therefore,
this technology is not very popular.
(ii) Video-conferencing may be suitable for big organisations. It is not very suitable for small
organisations because of high costs involved.

G

B. Case Study Based Questions

[4 Marks]

1. Mohan and Sohan are friends working Surya Ltd. as Production Manager and Sales Manager
respectively. In an interdepartmental meeting, Sohan informed Mohan about a change in the
marketing policy of the company.
(i) Identify the type of communication used in the above example.
(ii) Name and explain any two networks of the type of communication identified in part (i).
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Ans. (i) Formal Communication : horizontal or lateral.
(ii) Single chain network, wheel network, circular network (explain briefly)

AS

HA

N

2. The Medical Superintendent of a famous hospital was on his rounds when he noticed a banana
peel lying on the floor of the hospital O.P.D. (Out Patient Department). He called the sweeper and
instructed him to remove the banana peel lest some one may slip over it. At that time the sweeper
was busy in cleaning the washrooms. He thought of removing the banana peel as soon as the
work of cleaning the wash room was over. In the meantime the Medical Superintendent slipped
over the same banana peel before the sweeper could remove it. The Medical Superintendent lost
his cool (control) and ordered dismissal of the sweeper.
What is the reason for this sorry state of affairs?
Ans. Lack of clear communication, i.e., barrier in communication. The Medical Superintendent by the
word immediate meant ‘at once’, whereas the sweeper by the word ‘immediate’ means doing the
ordered job after the job in hand, i.e. cleaning the wash room, was over.]

AK

3. Mr. Shubhendu Bose is the owner of ‘Bikmac Enterprises’ carrying on the business of manufacturing
various kinds of biscuits. There was a lot of discontentment in the organisation and the targets
were not being met. He asked his son, Naval, who had recently completed his MBA, to find out
the reason.

Ans. (i) Barriers to Communication

HE

RS

PR

Naval found that all decision making of the enterprise were in the hands of her father. His father
didn’t believe in his employees. As a result both the employer and the employees were not able
to understand each others messages in the same sense. Thus, the employees were not happy and
targets were not met.
(i) Identify any two communication barriers because of which Bikmac Enterprises was not able
to achieve its target.
(ii) State one more barrier each of the types identified in (i) above.

OT

(a) Psychological Barrier : His father did not believe in his employees, i.e., there was
distrust in the organisation.

BR

(b) Personal Barrier : There was lack of confidence of superior on the subordinates. All
decision-making authority was in the hands of Mr. Shubhendu Bose.
(ii) Psychological Barrier : Premature evaluation; Lack of attention of parties to communication.

G

O

YA

L

Personal Barrier : Fear of challenge to authority perceived by the superior; Unwillingness
to communicate.
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2

N

Business Correspondence

HA

‘‘The person who established a rapport with a customer through a piece of paper is the most valuable
asset to a business organisation.’’

AS

Summary

A business letter is a vehicle of the message which connects two different persons, two companies
and two organisations in a business context.

AK

Business letters are silent ambassadors of the company; therefore, they should be carefully worded
and presented.

PR

Business letters serve as a record for future reference, act as the evidence of the contract, serve
as formal and informal relations, and help do business even in remote areas.

RS

Business letters are different from personal letters. The objective of a personal letter is to establish
a personal contact, whereas the objective of a business letter is to do business through letters.
Business letters are an important and indispensable part of business communication.

HE

The objective of a business letter is to achieve a definite purpose like selling products, seeking
information, creating goodwill, etc.

OT

Business letters are highly useful in introducing trade relations and promoting business transactions.

BR

Business letters are a good medium to promote and sustain transactions and relations. Therefore,
they should be drafted and designed with great caution, care and creativity.
A business letter is the foundation of business.

L

Question Bank

YA

SECTION A

A. Multiple Choice Questions

[1 Mark]

G

O

1. The object of business correspondence is :
(a) sales promotion

(b) media of advertisement

(c) ﬁnding out new markets

(d) all of these

2. Kinds of business letters are :
(a) two

(b) three

(c) four

(d) many

(b) energy

(c) money

(d) all of these

3. Letters save :
(a) time
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7. Which of the following is essential for writing a good letter?

AS

6. Which of the following is an object of a business correspondence?
(a) Source of inspiration
(b) Sales promotion
(c) Attractiveness
(d) Finding new markets

HA

5. Which of the following is a function of a business correspondence?
(a) Written evidential proof
(b) Establishment of goodwill
(c) Expansion of business
(d) All of these

N

4. What is the importance of business correspondence?
(a) Correspondence is economical.
(b) Correspondence is effective.
(c) Correspondence is a convenient means of expression.
(d) All of these

(b) Knowledge of the product

(c) Finding out new market

(d) Command over language

AK

(a) Imaginative power
8. Which is not a kind of business letter?

(b) Letter of enquiry

PR

(a) Letter relating to agency
(c) Letter relating to interview

(d) Letter of quotation

9. Correspondence __________ as a piece of written evidence.
(b) does not serve

(c) Both (a) and (b) (d) Neither (a) nor (b)

RS

(a) Serves

10. Which of the following is a characteristic of a good business letter?

HE

(a) Language of a letter
(c) Salutation

(b) Physical characteristics
(d) All of these

(a) enquiry letters

OT

11. The letters written to get knowledge about products of a firm are called :
(b) quotation letters

(c) order letters

(d) cancellation letters

12. The letter written by a firm in response to an enquiry letter is called :
(b) quotation letter

BR

(a) enquiry letter

(c) order letter

(d) cancellation letter

13. The letters written to place an order to a firm to supply goods are called :
(a) enquiry letters

(b) quotation letters

(c) order letters

(d) cancellation letters

L

14. The circumstances in which an order may justifiably be cancelled are :

YA

(a) If the goods are no longer required by the buyer

O

(b) If any condition other than those contained in the quotation letter is imposed by the seller in
regard to the supply of goods
(c) Non-fulfillment of any terms and conditions for sale by the supplier

G

(d) All of these

15. The number of categories (groups) of complaint letters are :
(a) 2

(b) 4

(c) 6

(d) None of these

16. The letters sent to the seller for claiming compensation for damages in goods are called :
(a) compensation letters

(b) claiming letters

(c) complaint letters

(d) none of these
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3. (d)
13. (c)

4. (d)
14. (d)

ANSWERS
5. (d)
6. (c)
15. (a) 16. (c)

7. (c)

8. (c)

9. (a)

B. Very Short Answer Type Questions

10. (d)

[1 Mark]

1. What is a business letter?

HA

N

Ans. A business letter is usually a letter from one company to another or between such organisations
and their customers, clients and other external parties. The overall style of the letter depends on
the relationship between the parties concerned.
2. What is the meaning of business correspondence?

AK

AS

Ans. Business correspondence is the exchange of information in written format for the purpose of
business activities. Business correspondence in written form can take place between organisations,
within an organisation or between customers and organisations. It is generally in the form of
letters, e-mail, memos, reports, etc.
3. What is an interview letter?

PR

Ans. After evaluation of written tests, deserving candidates are called for the interview. The interview
letter states the time, date, place of the interview.

RS

4. What is a letter of quotation?

Ans. A letter of quotation is a formal statement of promise to supply the goods or services required
by a buyer at specified prices and also within a specified period.

HE

5. What is a letter of complaint?

OT

Ans. A letter of complaint is written by a customer of service or product commenting on poor service
or product. It usually points out the fault(s) with the service or product.
6. What is a letter of reply to a complaint letter?

BR

Ans. The reply to a complaint letter is used by a company to respond to the customer who has lodged
a formal complaint about defective product or service.
7. Explain clarity in a good business letter.

YA

L

Ans. Clarity means arranging the needs and/or sentences in such a manner to convey the exact meaning.
So one should be choosy in words and avoid all kinds of ambiguity.
8. What is a job offer letter?

G

O

Ans. If a candidate successfully clears all rounds of interview and satisfies the criteria determined for
being a potential candidate, then he is regarded as a suitable candidate for the company. Since
he has cleared all the necessary rounds and proved himself suitable, the company provides him
with a job offer letter.
9. What is a letter of enquiry?
Ans. An letter of enquiry is written by a potential customer on the lookout for a product or service by
a seller or service provider. It is neither a contract nor entails any contractual obligations between
the two; it is actually a preliminary exercise that may lead to a contract.
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10. What is a business report?
Ans. According to Lesikar and Flatley, ‘‘A business report is an orderly and objective communication
of factual information that serves a business purpose.’’
11. Write two essentials of a good business letter?
Ans. The two essentials of a good business letter are :
(i) Clarity of thought, and

N

(ii) Relevant information.

HA

12. Write two points that a company should take care of while replying to a complaint lodged by a
complainant.
Ans. (i) Express your regret, and

AS

(ii) Relief offered by the company.

Short Answer Type Questions

[2 Marks]

PR

1. Write a brief note on the structure of business letters.

AK

SECTION B

RS

Ans. Business letters should be structured in such a way that the receiver gets impressed, and he is
interested in responding favourably. The writing style of business letters in vogue should not be
changed normally. As L. K. Fraily has clearly stated that ‘‘Letters, like human beings are built
on a skeleton that has a striking similarity of form although ‘in flesh and other attributes’, they
may seem totally unlike.’’

HE

2. Write a brief note on a Business Letter?

BR

OT

Ans. A good business letter is a representative of its writer which is a mirror of his personality. In fact,
a business letter is a typed talk. Like speaking, writing a letter is an art. In case a conversation
is not made properly, it is not effective. Similarly, a carelessly drafted letter rings no bell. In this
context, John-B Opdycke remarked, ‘‘I am a letter’’ and on the basis of this title, a letter plays
twenty roles. Some of them are (i) I am a letter, (ii) I am a vehicle of joy, (iii) I am a symbol of
national culture, (iv) I am a postman of communication, (v) I am an agent of business/industry,
(vi) I am an ambassador of productivity and production, etc.

L

3. Briefly explain a note on the Request Letter for Enquiry.

G

O

YA

Ans. Prior to purchase, any businessman would like to get information regarding the goods, and such
an enquiry requires a great deal of caution and prudence. As such detailed information is sought
from the supplier in terms of detail of goods, price, quality, type or variety, mode of payment,
mode of transportation, the possibility of discounts and such other business conditions. The aim
of such a request letter is to procure high quality goods at the minimum cost.
4. What is a request letter?

Ans. A request letter is a letter that is written for the realization of its purpose of getting something done
and achieved. A request letter refers to the demand for something done and achieved. A request
letter refers to a demand of something by means of request, seeking knowledge of ongoing dayto-day activities, in the context of some other professions, letters from clients and other persons,
requests for claim settlements and some other adjustments, etc.
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5. What are the essentials of a business letter?
Ans. In the modern competitive business world, the need and importance of business letters cannot be
ignored. An effective business letter is an important step towards the success of the business. It is,
therefore, necessary to study the effectiveness of business letters. Essentials of this effectiveness
can be classified into two categories :
(i) Physical appearance of the letter
(ii) Subject-matter of the letter

N

6. What are the characteristics of a business letter?

AK

7. Write a note on Request for Claims and Adjustment.

AS

HA

Ans. When a business letter is written, keeping in mind the particular objective, then there is every
possibility to achieve success, provided that characteristics of business letters are rightly followed.
‘Business letter writing’ is an art which can be mastered by continuous practice, use of matured
knowledge of the language, communication skills and by conveying a message with a specific
objective. The characteristics can be classified into two parts :
(i) External elements of business letters
(ii) Internal elements of business letters

PR

Ans. When defective goods are received by a customer, he lodges his complaint with the consignee or
the person responsible for it.
On receipt of such a complaint, the consignee, instead of ignoring it, must take a serious note of
it and should respond to the claimant with a comprehensive business approach. In connection with
a complaint, the letter sent by the consignee to the complaint is known as a ‘settlement letter’.

RS

8. Write two functions of business correspondence.

OT

HE

Ans. The following are the two functions of business correspondence :
(i) The function of providing contacts : Business correspondence provides contact between two
parties, i.e. seller and buyer without any physical meeting.
(ii) Legal function : Business correspondence forms a very important reference base and is used
as legal evidence in case of any dispute.
9. Write two points of need of the business correspondence.

YA

L

BR

Ans. The following are the two points of the need of business correspondence :
(i) To build mutual understanding : Business correspondence is exchanged between sender
and receiver for carrying out a business activity. It builds mutual understanding between two
parties.
(ii) Useful for future reference : Any business correspondence kept in the record can be referred
to any time for knowing the past dealings.
10. What is a solicited letter of application for a Job?

G

O

Ans. Solicited letter of application is sent in response to an announced job opening and candidates know
what qualifications the organisation is seeking. In other words, if the organisation announced an
opening, the application for a job is considered solicited because it was asked for.
The main purpose of a solicited application is to obtain an interview for a specific job position
which the applicant mentions in his application.

11. What is an unsolicited letter of application for a Job?
Ans. An unsolicited application for a job is sent to an organisation that has not announced on opening
of a new job opportunity. The main purpose of such application is to inform the organisation that
the applicant is interested in working with the organisation, if any suitable position exists in the
near future.
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SECTION C

A. Long Answer Type Questions

[4 Marks]

1. What are the various parts of a business letter?

2. What are the kinds of letters?
Ans. There are three types of letters :

RS

PR

AK

AS

HA

N

Ans. A business letter is divided into various parts. Each part of a business letter has its own importance
and functioning. As all the parts of our body are interrelated, so is the case with the parts of a
business letter. Parts of business letters currently in practice are as follows :
(i) Heading
(ii) Date
(iii) Name and address of the receiver
(iv) Salutation
(v) Subject heading
(vi) Body of the letter
(vii) Complementary close
(viii) Signature
(ix) Designation
(x) Enclosure
(xi) Post-script
(xii) Initials of the typist

HE

(i) Private Letters : Private or personal letters are usually exchanged between family members,
friends and other near and dear ones such as father/son, brother/sister and other relatives, etc.
These letters do not strictly follow any rules and regulations.

OT

(ii) Business Letters : Business letters are written between business people for the purpose of
business, e.g. rate enquiry letters, order for goods, letter for payment of balance amount or
reminders, etc.

BR

(iii) Government Letters : These are the ones which are written by government employees or
government officials in connection with some government affairs, e.g. Deputy Commissioner,
SDM or any other government employee, etc.

L

3. What are the elements of an impressive commercial letter (any four)?

YA

Ans. The following elements are essential for an impressive commercial letter :

G

O

(i) A letter written by you is your ambassador and a good ambassador is a good business promoter.
(ii) Reader’s empathy is a must; the sentiments or feelings of the reader are important considerations
of the writer for the satisfaction of the receiver.
(iii) The language of the letter must be understandable even to a man of ordinary perception.
(iv) According to Dr. Robert, ‘‘The way of a gentleman is known by his culture, a good
businessman is known by his letter behaviour.
(v) Clarity, purity and completeness should not be lopsided by conciseness.
(vi) A well-drafted letter should not be wanting in cleanliness, symmetrical arrangement of
paragraphs or aesthetic considerations.
(vii) All commitments or assurances made in the letter must not be legally vulnerable.
(viii) A business letter must be perfect in terms of its exterior characteristics.
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4. What are the functions of a business letter/correspondence?
Ans. According to L. Gartside, there are four main reasons for writing business letters:
(i) to provide a convenient and inexpensive means of communication without personal contact;
(ii) to seek or give information;
(iii) to furnish evidence of transactions entered into; and
(iv) to provide a record for future reference.

Ans. There are various kinds of business letters, described as under :
(i) Enquiry, order and receipt-acknowledgement letters

AS

5. What are the various kinds of business letters?

HA

N

There is also an important incidental purpose : that of building goodwill by creating in the mind
of the reader an impression of the writer’s organisation as one that is efficient, reliable and anxious
to be of service.

(iv) Cash acknowledgement receipt letters

PR

(iii) Complaints/Claims regarding defective goods

AK

(ii) Contextual or referential letters or enquiry about the financial status of a customer and their
reply

(v) Application letters for job and employment

(vi) Requesting application letter for the agency
Ans. There are three types of letters :

RS

6. What are the various kinds of letters?

OT

HE

(i) Private of personal Letters : Private letters are usually exchanged between family members,
friends and other near and dear ones such as father/son, brother/sister and other relatives, etc.
These letters do not strictly follow any rules and regulations.

BR

(ii) Business Letters : Business letters are those which are written between business people for
the purpose of business, e.g. rate enquiry letters, order for goods, letter for payment of balance
amount or reminders, etc.

L

(iii) Government Letters : These are the ones which are written by government employees or
government officials in connection with some government affairs, e.g. Deputy Commissioner,
SDM or any other government employee, etc.

O

YA

This letter is further classified into another category, i.e. Diplomatic Letter, which is exchanged
between the government of one country and another country. In our country, there live
ambassadors of several countries, and our ambassadors live in other countries. An ambassador
represents his own country when he writes to his counterpart in some other country, and he
is writing on behalf of the government, not in a personal capacity.

G

7. What do you mean by a business letter?

Ans. Commercial letter behaviour is the soul of contemporary business. Without the exchange of a
business letter, the commercial expansion is a distant dream. Two traders doing a business thousand
of kilometres away from each other, only a letter is a linking chain between them, on the basis
of which the business is conducted. Thus, the business letters which are exchanged between two
traders for the purpose of business, are called business letters. Much of the success of a business
rests with business letters.
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If a commercial letter is systematically written, it certainly acts like an agent, a messenger on
a representative. Business communication through business letters can propel a business to the
pinnacle of success as it is endowed with the potential of promoting business, creating goodwill
and reinforcing ties.
8. What are the main constituents of a good business letter?

HA

N

Ans. A good business letter has the following essential constituents :
(i) heading (ii) Telephone No., Telegraphic Address, Code and Fax No., etc., (iii) Date (iv)
Reference No. or letter No. (v) Name and Address of Addressee (vi) Salutation (vii) Subject Heading
(viii) Body of the Letter; (a) Introductory Part (b) Subject Matter (c) Last part (ix) Complimentary
clause (x) Signature and Designation (xi) Enclosures (xii) Initials of the Typist, (xiii) Post-script
or (P.S.) and (xiv) Initials.

AS

9. What is the main purpose of a business letter? What points should the writer of a business letter
keep in mind so that his purpose may be served best?

G

O

YA

L

BR

OT

HE

RS

PR

AK

Ans. Business correspondence is needed due to the following reasons (any four) :
(i) Limitations of oral communications : Oral communication cannot replace written
communication. It is difficult to establish, develop and maintain business relations through
oral communication. Moreover, face to face talk or telephonic messages are expensive in
terms of time and money. So the correspondence is necessary for exchanging information as
it is an authentic, inexpensive and convenient mode of communication.
(ii) Increase in Trade-Activities : With the growth of trade and business activities, the need for
correspondence is inevitable. Due to increased business activities, a number of customers,
suppliers and dealers has gone up. In such a situation, correspondence is the only media
through which business information can be sought and received.
(iii) Geographical scatteredness of Business : New business activities are not confined to a
particular locality or a city or a state. It has spread throughout the country. In the case of
certain trades and industries, it has crossed the national boundaries. Now a small scale trader
has engaged himself in exports and imports. So when business customers, suppliers and dealers
are scattered geographically, one cannot run the business without effective correspondence.
Hence, correspondence is necessary for a widely spread business.
(iv) Legal requirements : Correspondence is a communication in writing. It has an evidential
value and can be furnished as a document in a Court of Law. Sometimes, correspondence
of a particular type is required under the law. For instance, notifications are always required
under law and rules. Sometimes, notices are legally necessary. A company meeting cannot
be conducted without giving a valid notice to members. A person in any organisation cannot
be retrenched or terminated without giving notice as required under the law or rules.
(v) For smooth functioning of an organisation : An organisation cannot function and perform its
day to day operations without correspondence. Making enquiries, sending quotations, placing
orders, making adjustments, disposal of complaints, informing dealers, customers, suppliers,
and the general public is not possible without correspondence. Moreover, post correspondence
serves as a record that can be used for future references.
10. Define business letters and mention their various functions.

Ans. Definitions of Business Letters
‘‘Shri A. P. Stove has remarked in this regard that your letter can decide sale or no sale, redress
somebody’s grievances, befriend a customer or lose him.’’
A great scholar, while defining a business letter, said, ‘‘An ideal business letter is an agent of the
letter writer.’’ A good business letter articulates the personality of its writer that leaves an indelible
mark on the mind of the readers.
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In the words of another scholar, ‘‘A business letter is a typed out talk.’’
Like a person incapable of a good conversation proves ineffective, similarly, an unplanned letter
fails to deliver the message. Thus, writing, like speaking, is also an art.
A business letter is a vehicle of the message which connects two different persons, two companies
and two organisations in a business context.

AS

HA

N

Functions of Business Letters : In the modern progressive and scientific era, a business letter
behaviour is not merely a vehicle of sales, but it performs various other important functions such
as (in brief) :
(i) Written testimony : In business, all transactions are executed by means of business letters
which are retained in custody for future testimony because these are written or committed
to a piece of paper. Thus, it spares the least scope of exclusion or excision of any important
aspect. Letter behaviour in controversial cases acts as evidence. Business letter behaviour
ensures good health and good-get-going of any business and is a foolproof functionary.

PR

AK

(ii) Business Upliftment and Development : Right from the establishment to production, sales,
management, administration or financial transactions etc., are the myriad activities which are
carried out by means of business letter behaviour. It is not just a matter of business transaction
but it gives rise to business expansion and also encourages everybody to rise the level of
efficiency and proficiency too.

HE

RS

(iii) Business Goodwill : Goodwill in business is as important as the reinforcement of a building
with cement and steel. Writing letters in compliance with the instructions of a business
executive, planning for business expansion, for realization of payments and other businessrelated activities etc., so that progress, prosperity and development in business can be marked
and ensured and all this is possible through business letter behaviour.
11. What are the objects of Business Letters/Correspondence?

L

BR

To encourage sales and purchase
To establish contacts with new clients
Resurrection of dead (old) customers and revival of the old business relationship
To re-established business connections
Service after-sales
Source of encouragement, inspiration and motivation to business personnels.
To establish goodwill in business
Recovery of old debit and credit, etc.
Redressal of grievances
Creating interest in business activities
Exploring new business avenues.
Realization of outstanding payments.
Making the job of touring salesmen easy.

G

O

YA

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)
(xii)
(xiii)

OT

Ans. The following are the objectives of business correspondence (any four) :

Business letter behaviour not only helps in establishing personal business relationship but also
serves as an ambassador by putting up its credentials of effectiveness and efficiency. It does not
get lodged in business rather marks an improvement in the existing business relations and increased
goodwill by leaps and bounds.
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12. What are the elements of an impressive commercial letter?
Ans. The following elements are essential for an impressive commercial letter (any four) :
(i) A letter written by you is your ambassador and a good ambassador is a good business promoter.
(ii) Reader’s empathy is a must; the sentiments or feelings of the reader are important considerations
of the writer for the satisfaction of the receiver.
(iii) The language of the letter must; be understandable even to a man of ordinary perception.

HA

(v) Clarity, purity and completeness should not be lopsided by conciseness.

N

(iv) According to Dr. Robert, ‘‘The way a gentleman is known by his culture, a good businessman
is known by his letter behaviour.

(vi) A well-drafted letter should not be wanting in cleanliness, symmetrical arrangement of
paragraphs or aesthetic considerations.

AS

(vii) All commitments or assurances made in the letter must not be legally vulnerable.
(viii) A business letter must be perfect in terms of its exterior characteristics.

AK

13. What are the Qualities of a Good letter Writer?

HE

RS

PR

Ans. The art of retaining old clientele and forming new ones is directly related to the art of business
letter writing. This is the reason that the job of letter writing involves the services of experts.
The letter-writing skill is not essentially a spontaneous or inherited trait, but can also be acquired
through constant practice, subject knowledge and experience. In the eulogy of a good letter writer,
Shree Freely has said, ‘‘The person who can talk to his clients on a piece of paper in a persuasive
manner, he will be considered an important asset to the organisation and his progress will be
unstoppable.’’ A letter writer should acquire the following qualities to become a good letter writer
(any four) :
(i) Command on Language : A letter writer must be well-versed in language so as to use the
most appropriate words to express what he wishes to convey.

OT

(ii) Command on Grammar : He is supposed to have a thorough knowledge of grammar.
(iii) Vast-vocabulary : He must be a repository of vocabulary.

BR

(iv) Expert in Matter of Business : He must be a master of his trade for which he is writing
letters.
(v) Experience in Business : More experience in business, more is writing effectively.

YA

L

(vi) Knowledge of World Events : A good letter writer is expected to have a thorough knowledge
of day-to-day events both at the national and global levels, without which his perception,
mental faculty, professional proficiency would remain half-fed and on the back burner.

O

(vii) Way of Presentation : Writing skill creates a sensation through a letter. A good language
expression coupled with lofty thoughts generates an electric sensation in the reader’s mind
and performs like a hypnotist.

G

(viii) Knowledge of Etiquette : A good letter writer must know the culture and etiquette of the
nation with whom he intends to establish business relations by the medium of letters. He
should know the language of initial greetings and concluding remarks through gestures of
goodwill and gratitude.
(ix) Ideal Attitude : A good letter writer must be a person of ideal attitude who must not stink
of humbug, deception or dishonesty.
(x) Soft Attitude towards Learners : The soft and friendly attitude of a letter writer helps him
to retain his old clients even at the time of differences or annoyance.
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(xi) Complete Knowledge about Trade Production : A letter writer is supposed to know the
products being manufactured in his own organisation so that on the strength of his knowledge
he could conduct business correspondence with customers.
Enquiry regarding books – 1

M/s. MAMMAN CHAND HUKAM CHAND
Publishers Cum Sellers

AS

Rly. Road, Panipat.

HA

Ans.

N

14. Write a letter of enquiry on behalf of M/s Mamman Chand Hukam Chand, Publishers and sellers
of books, Railway Road, Panipat to Shri Gupta Publication, Railway Road, Shimla, for purchasing
some published books.

Telephone : 275561
Enquiry : Order and Acknowledgement of good receipt

PR

Ref. No. : 21-09

AK

Telegraph : Publisher

Rly. Road,
Shimla.

HE

Subject : Enquiry regarding books

RS

Shri Gupta Publication,

Date : 31st January, 2021

Dear Sir,

OT

We wish to buy the following books published by you :
(i) Business Organisation, Author O. P. Gupta, 20 copies.

BR

(ii) Business Organisation and letter writing, Author O.P. Gupta, 50 copies.
(iii) Type Writing, Author O. P. Gupta, 50 copies.

L

(iv) General Ledger, Author O. P. Gupta, 20 copies.

YA

Please send us detail of availability, price, modes of payment or sale discount etc. at the earliest,
enabling us to place an order.

O

Reply awaited.

G

Yours faithfully,
Rajesh Sharma.
(Manager)
Enquiry Regarding the availability of goods – 2

15. Write an enquiry letter on behalf of M/s Om Prakash Parkash Chand, Cloth Merchant, Sadar
Bazar, Rohtak to M/s Ramesh Chander Haresh Chander, Shimla, regarding the availability of
some clothes and other information, etc.
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Ans.

M/s. OM PRAKASH CHAND
Cloth Merchant
Sadar Bazar, Rohtak.
Telephone : 724742
Telegram : DEALER
Ref. No. : P.P. 2792/09
Date : 16th February, 2021.

N

M/s. Ramesh Chander Haresh Chander,

HA

Retailer Textile,
Near Bus Stand,

AS

Shimla.
Subject : Enquiry of Goods

AK

Dear Sir,

You will be pleased to learn that we have been dealing in the retail textile business in Rohtak for
the last twenty years. Now, we wish to expand our business for which your help is solicited.

HE

RS

PR

Please do inform us about the availability of the following goods along with the detail of minimum
rates business, conditions, delivery period and mode of payment etc. :
(i) Phagwara Popline : 10 bales
(ii) Nakatia Dhotti : 200 pairs
(iii) Markein Kuttia : 10 bales
(iv) Popline DCM : 200 bales.
Reply awaited

BR

OT

Sd/For M/s Om Prakash Prem Prakash,
Om Prakash.
(Partner)

Purchase Enquiry – 3

YA

L

16. Write a letter to enquiry, on behalf of M/s Gupta, Cycles, Station Road, Patna, to M/s Atlas cycle
company, Sonepat, regarding the purchase of 200 cycles.
Ans.
M/s GUPTA CYCLES
Cycles and Spare parts dealer
356, Station Road, Patna.

G

O

Ref. No. P-08-2021
M/s. Atlas Cycle Co.
Model Town,
Sonepat.
Date : 21st March, 2021.
Dear Sir,
You will be delighted to learn that we have been dealing in the sales of cycles and spare parts
here in Patna for the last twenty years and through the purchase of the cycles, manufactured by
your firm, from Delhi which we are selling in Patna but now we prefer to make a direct purchase
from your firm.
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It is for the first time that we intend to purchase 200 Atlas gold super cycles. Therefore, please
send us detailed information regarding minimum rates and other business conditions and other
terms, if found suitable, we shall soon revert to you.
Reply awaited.

HA

A letter of request to purchase an article

N

Sd/For M/s Gupta Cycles,
Sanjay Bansal.
(Manager)

AK

AS

17. An order for the following items has been received by M/s. Gupta Publication, Rly. Road, Shimla
from M/s Maman Chand Hukam Chand, Publishers : Rly Road, Rohtak :
(i) 20 Books on Business Organisation by O.P. Gupta
(ii) 50 Books on Business Organisation and Letter Writing by O.P. Gupta
(iii) 50 Books on Type Writing by O.P. Gupta
(iv) 50 Books on Ordinary Ledger by O.P. Gupta
In addition, write on your own regarding packing and payment.

M/s MAMAN CHAND HUKAM CHAND
Publishers and Book Sellers
Rly. Road, Rohtak.

PR

Ans.

RS

Telephone : 2775561
Ref. No. : 7121

Date : 10th March, 2021.

OT

M/s Gupta Publication,

HE

Telegraph : Publisher

Publishers and Book Sellers,
Shimla.

BR

Rly. Road,

Subject : Order for the supply of Goods

L

Dear Sir,

G

O

YA

We are in receipt of your letter, Ref. No. 234/21 dated 15th February, 2021 along with the rate
list. Please arrange to send the following items immediately by passenger train :
(i) 20 Books on Business Organisation by O.P. Gupta, Price ` 50/(ii) 50 Books on Business Organisation and Letter Writing by O.P. Gupta, Price ` 45/(iii) 50 Books on Type Writing by O.P. Gupta, Price ` 40/(iv) 50 Books on Ordinary Ledger by O.P. Gupta, Price ` 50/For the prevention of any damage to the goods on the way, please ensure polythene covering in
a gunny sack. The packing of goods will be free of cost, as mentioned earlier by you.
The goods-receipt (G.R.) may please be sent through Punjab National Bank, Shimla because
the payment would be made before the arrival of the goods. And 10% discount should also be
adjusted in the payment since there is an inexorable demand of the books, please send the goods
immediately by the next round passenger train.
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We are sure that you will dispatch us the goods immediately.

HA

N

For M/s Maman Chand Hukam Chand,
Rajesh Sharma.
(Manager)
Order to purchase of goods
18. Send a request letter for the purchase of the following goods to M/s Ramesh Chand Haresh
Chand, dealer of clothes, Near Bus Stand, Dharmsala, on behalf of M/s Om Parkash Prem Prakash
wholesale cloth Merchant, Rohtak.
(i) Ten bales of Phagwara popline, ` 400/- per bale
1
(ii) 200 pairs of Narkatia Dhotti super 4 × 127 , ` 160/- per pair
2

AK

AS

(iii) 100 bales of Markein kutia brand, ` 500/- per bale
(iv) 200 bales of D.C.M. popline white colour, ` 190/- per bale
Please write for good packing and Cash receipt be sent through Bank of India.

PR

M/S OM PRAKASH PREM PRAKASH
Cloth Merchant
Sadar Bazar, Rohtak.
Telephone : 2724742
Telegraph : Dealer
Ref. No. : PP 2893/21

Date : 10th March, 2021.

OT

HE

M/s Ramesh Chand Haresh Chand,
Cloth Merchant,
Near Bus Stand,
Dharmshala.

RS

Ans.

BR

Subject : Order for goods
Dear Sir,
We are in receipt of your letter, reference no. 379/20 dated 28th February, 2021 for which we
are greatly obliged to you. Please arrange to send the following goods at once, through Asyavart
Transport.

YA

L

(i) 10 bales of Phagwara popline, rate ` 400/- per bale
1
(ii) 200 pairs of Narkatia Dhoti super 4 2 × 127 , ` 160/- per pair.

G

O

(iii) 100 bales of Markein Kutia Brand, ` 360/- per bale.
(iv) 200 bales of D.C.M. popline white colour, ` 190/- per bale.
This order is accompanied by a bank draft ` 10,000/. Received/payment order should be sent
through Bank of India, Dharmshala. The packing of the goods should be in a sound condition at
your expense. Hope that you will immediately dispatch the goods and inform us telegraphically.
Enclosure : Bank Draft No. 32341
For ` 10,000/- Syndicate Bank
For M/s Om Prakash Prem Prakash,
Om Prakash.
(Partner)
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19. Write a request letter for the offer of substitute goods.
Ans.

M/S GUPTA MATTING CENTRE
High Quality Matting Sellers
Devi Mandir Road, Kangra.
Telephone : 279255
Telegraph : Matting

N

Ref. No. 1234/22

HA

Date : 1st July, 2021.

M/s Ganpat Rai Rohilla Sons,
Halu Bazar,

AS

Bhiwani.
Dear Sir,

AK

Your order for Gupta Brand Jute matting was received on 15th June, 2021; thanks for it.

PR

But we regret our inability to send it to you since the manufacturing of that brand has been
stopped, but we have introduced a new terence jute matting which is in great demand nowadays
and the stock is also available. If you permit us to send terence jute matting, we can make an
arrangement to send you the same at the earliest.
For M/S Gupta Matting Centre,
Ishwar Singh.

HE

(Proprietor)

RS

We hope that this matting will meet our expectations.

20. Write a letter of complaint for the shortage of goods.
M/s BHARAT BOOK DEPOT

OT

Ans.

BR

Book Publishers cum Sellers
Mohan Nagar, Jalandhar.

Telephone : 256427
Telegraph : Book

L

Ref. No. 646/21

YA

Date : 10th July, 2021.

M/s. Radhasoami Book Depot,

O

Kuchha Berri Road,

G

Panipat.
Subject : Complaint about the shortage of goods received

Dear Sir,
Today, we have taken the delivery of the consignment sent by you. On unpacking the goods, it
has been found that 185 copies of Business Organisation were sent and the charges are included
in the bill whereas 175 copies were contained therein, not only this but 15% discount has been
adjusted instead of 17·5% which was agreed upon between us.
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You need not send us ten copies that have been found short; instead, you should send us a credit
note in addition to the difference in discount amount. We shall be grateful to you for this.
Reply awaited.
Yours faithfully,
For M/s Bharat Book Depot,
(Partner)

HA

21. Write an unsolicited job application to apply in sales division of a reputed company.

N

Bharat Bhushan.

AS

8 Inner Circle,
Sector-16,

January 5, 2022.

PR

AK

Noida—201003.

The HR Manager,
Universal Services,

RS

Park Road,

HE

Delhi—100003.
Dear Mr. Jones,

BR

OT

I am writing to express my interest in acquiring a position at Universal Services. I am very
familiar with the company’s excellent reputation for supplying high-quality consultation services
to the hotel and special event industries. I had the pleasure of speaking with Mr. Pawan Mittal,
the head of marketing at your company, and he suggested that I contact you about possible job
openings in your sales division. I am currently seeking a position where I can utilize my superior
sales abilities for the benefit of a company that specializes in the international marketplace.

YA

L

My sales experience encompasses five years in the entertainment and promotion industry as well
as seven years in the accommodation industries. As a senior sales consultant for Tulip Services,
I managed high profile accounts with clients located in Europe and the United States.

O

I have good persuasion skills and can communicate with people at all levels of the organization.
I’ve presented and negotiated with customers on both a national and international level. I have a
master’s degree in Corporate Communications with a minor in Foreign Business Management.

G

I’d be grateful for the chance to meet with you in person and discuss any job possibilities at your
company. I prefer to work on international contracts, but I am also willing to work on domestic
accounts. I’ve attached a copy of my résumé for your consideration. I eagerly anticipate meeting
you.
Yours faithfully,
Akash Gupta.
Enclosure: Resume
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22. Write an unsolicited job application to apply in sales division of a reputed company.
C-10, Chakrata Road,
Near Shakti Mandir,

N

Dehradun.

HA

January 12, 2022.

The Director

AS

XYZ Corporation

AK

Ghaziabad.

Dear Sir,

PR

I’m writing to express my interest in working for your firm as a Senior Manager. As a Senior
Executive with over four years of experience, I am convinced that I have the skills and temperament
to flourish with your team.

HE

RS

Over my four years in this position, I have helped many teams, as seen by my attached resume.
I’ve accomplished a lot while keeping up with all of my tasks and responsibilities. I thrive in a
fast-paced atmosphere and can be relied upon to deliver timely and high-quality outcomes. I am
confident that I can provide your firm with the same level of expertise and professionalism.

OT

As I mentioned, my resume is attached for your review. I hope to have the opportunity to discuss
how I may contribute to the continued success of your company. Please contact me at your earliest
convenience.
Thank you for your time and consideration.

BR

Yours faithfully,

Virendra Sharma.

Enclosure: Resume

YA

L

23. Draft a letter, applying for the advertised post, submitting your candidature with a detailed biodata.
Ans. 21, Vasant Marg,
Bhubaneswar,

G

O

Odisha.

2 December 2021.
The Principal,
Vidya Public School,
Ravidas Marg,
Bhubaneswar, Odisha.
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Subject: Application for the post of a postgraduate teacher (political science)
Dear Sir,

With reference to your advertisement in the The Bhubaneswar Express dated 30 November 20XX
for the post of a postgraduate teacher in Political Science, I wish to submit my application for
the same. I am also attaching my detailed biodata herewith.

N

Yours faithfully,

Enclosures:

HA

Aruna Sharma.
(i) Biodata

AK

PR

RS

OT

BR

Languages Known :
Work Experience :

Biodata
Aruna Sharma
Shri AK Sharma
Pune, Maharashtra
27, Vasant Marg, Bhubaneswar, Odisha
21 September 1990
9810020XXX
aruna20XX@gmail.com
Unmarried
BA (political science) & MA (political science),
BEd, MEd from Delhi University
Hindi, English
Worked as PGT (political science) in
SKB Public School, Bhubaneswar from
March 2016 to February 2020
`45,000 per month (gross)

HE

Name :
Father’s Name :
Place of Birth :
Address :
Date of Birth :
Contact Number :
E-mail Id :
Marital Status :
Educational Qualiﬁcations :

AS

(ii) Educational testimonials

Last salary drawn :

YA

L

24. Write a letter, responding to the given advertisement, submitting your candidature with detailed
biodata.
Ans. 21, Raj Marg,

G

O

Muzaffarnagar-267020.
20 December 2021.

The Manager,
Lotus Valley Ltd,
Muzaffarnagar.
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Subject: Application for the post of Office Assistant cum Administrator
Dear Sir,
With reference to your advertisement in ‘The Times of India’ dated 19 December 20XX for the
post of Office Assistant cum Administrator, I wish to apply for the same. I have the required
qualification and experience for the post. I can join at the earliest if selected.

N

My detailed biodata is enclosed.

HA

Yours faithfully,
Arushi Mittal.
Enclosure: Biodata

Arushi Mittal

2. Gender:

Female

3. Date of Birth:

16 August 1994

4. Father’s Name:

Mr Ankur Mittal

5. Marital Status:

Married

6. Current Address:

21, Cherry Road, Muzzafarnagar

7. Permanent Address:

-do-

PR

HE

Year of
Passing

1.

AISSCE

2011

2.

B.Com Hons

Percentage
Obtained

School/College

English, Accounts,
Business Studies,
Maths, Economics

92%

XYZ Public
School,
Muzzafarnagar

2014

Accounts,
Business Studies,
Economics

65%

ABC College,
Calcutta
University

2016

Accounts,
Business Studies,
Economics

67%

Calcutta
University

BR

L
YA
O

Subjects

OT

S. Name of Exam
No Passed

M.Com

RS
98847487XX

9. Educational Qualiﬁcations:

3.

AK

1. Name:

8. Contact Number:

G

AS

Biodata

10. Other Qualiﬁcations: computer course from NIIT
11. Work Experience: worked for six months as Ofﬁce Assistant
12. Hobbies: reading and playing tennis
13. Reference:

1. Mr Prashant Juneja, Executive Engineer, UPSEB
2. Mr Sumit Sehgal, General Manager, JPG Products
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25. Write a letter, applying for the role, submitting your candidature along with detailed biodata.
Devise the necessary details.

HA

N

JOB OPPORTUNITY
Position: Librarian
Experience: 0 to 1 years
(Fresher/Experienced can apply.)
Required Skilled : Good communication skills
Educational Qualiﬁcation: Undergraduate/Graduate

Ans. H-3/D, Pocket–IV,

BR

OT

Mayur Vihar Phase I,
Delhi-1100XX.

RS

HE

Administration Block
Modern School
Vasant Kunj
New Delhi

PR

AK

Walk-in for an interview at:
Home
Date: 3rd–4th 20XX
Time: 10:30 am to 5:00 pm
Contact: 850691XXX | 9667986XXX

AS

Job Location: Vasant Kunj
Attractive Salary + Incentives

30 October 2021.

The Modern School,

L

Vasant Kunj,

YA

New Delhi.

Subject: Application for the post of a Librarian

O

Dear Madam,

G

With reference to your advertisement in the ‘Hindustan Times’ dated 20 October 20XX, for the
post of a librarian, I would like to offer my candidature for the same.
I am a young and energetic postgraduate in library science having excellent communication skills
and an aim of creating an interest of reading in the younger generation. I am an avid reader and
love to keep myself updated with new releases. I shall prove to be an asset for your institution
if given a chance.

Please find enclosed my biodata for your kind consideration.
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Thanking you,
Yours faithfully,
Nishtha.
(Librarian)
Enclosures:
(1) Photocopy, Marksheet MLib–1

N

(2) Photocopy, Marksheet BLib–1

HA

(3) Photocopy, Class XII–1
(4) Experience Certificate–1

AS

BIODATA
Nishtha Dutt
Mr RK Dutt
14 September 1988
32 years
H-3/D, Pocket–IV Mayur Vihar Phase 1,
New Delhi
9810323XXX
Female
Unmarried
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RS
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2015
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BR

MLib

Class XII

YA

L
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O
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G

Year of
Passing
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3.
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OT
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HE

Phone Number :
Sex :
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PR

AK

Name :
Father’s Name :
Date of Birth :
Age :
Address :

:
:
:
:

Worked as Junior Librarian at ABC
School of 3 years
` 35,000/As per Goverment scale
(i) Dr Ranjana Mehta, Director,
Excellent Institution, New Delhi
(ii) Sh SK Dubey, Librarian, Central
Library, Delhi University
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(Nishtha)
30 October 20XX

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

GO

YA

LB

RO

TH

ER

SP

RA

KA

SH

AN

Learn @ ` 1 Per Day

14

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

TH

ER

SP

RA

KA

SH

AN

Learn @ ` 1 Per Day

GO

YA

LB

RO

www.goyal-books.com/mtpx

To
Sample
Purchase
of
To view
view
Sample
or
Purchaseor
of Books
Books
To
viewor
Sample
Purchase
WWW.goyal-books.com/mtpcx
WWW.goyal-books.com/mtpcx

of Books

www.goyal-books.com/mtpx

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

15

O

www.goyal-books.com/mtpx

To
Sample
Purchase
of
To view
view
Sample
or
Purchaseor
of Books
Books
To
viewor
Sample
Purchase
WWW.goyal-books.com/mtpcx
WWW.goyal-books.com/mtpcx

of Books

www.goyal-books.com/mtpx

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

15

GOYAL
BROTHERS
PRAKASHAN

3

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

N

Various Business Entities

HA

“The form of business organisation determines its external existence and the other parties recognise
it through its existence.”
– Anonymous

AS

Summary

The forms of business organisation are related to ownership and ownership is a legal concept
which determines the authority and responsibility of the owners.

AK

There can be many types of business organisations on the basis of ownership. Some business
are managed by single individual, some are managed by many people collectively in the form of
partnership firm, while some others are running in the form of Joint Stock Company.

PR

A business undertaking means an institutional arrangement to carry on some business under
separate ownership and management.

RS

Sole proprietorship, joint Hindu family business, partnership, joint stock community and cooperative
society are different forms of private sector enterprise.

HE

Choice of a suitable form of business ownership depends upon several factors such as nature of
business, size and degree of control desired, amount of capital required, degree of risk involved,
division of surplus, duration of business, government regulation and control, managerial needs,
flexibility of operations, etc.

OT

Factors to be considered for starting a business include line of business, size of enterprise, locations
and layout, choice of ownership, financial planning, physical facilities, organisation structure, staff,
tax planning and launching the enterprise.

BR

Sole Proprietorship : It refers to a form of organisation where business is owned, managed and
controlled by a single individual who bears all the risks and is the only recipient of all the profits.
Sole proprietorship refers to a form of business organisation which is owned, managed and
controlled by an individual who is the recipient of all profits and bearer of all risks.

YA

L

In case of failure of the business entire risk is to be borne by sole proprietor. Similarly, if the
business is successful, the whole profit goes to him.
A sole proprietor is free to take decisions of his business. Moreover, decisions are taken by him
promptly since he is not bound to consult or take any permission for carrying out business activity.

O

Sole proprietorship business ensures confidentiality and secrecy of all information.

G

One man business is popular in personal services like repair work, tailoring, retail shops,
professional services, etc. It has its own place in the field of business. It accounts for the largest
number of business units. It has a bright future.
Although sole proprietorship suffers from various shortcomings, still it is chosen by many
entrepreneurs due to its inherent advantages. It is best suited for businesses which are carried
out on a small scale and where customers demand personalized services.
Partnership : It is defined as an association of two or more persons who agree to carry on a
business together and share the profits as well as bear risks collectively.
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Partnership is an association of two or more persons who agree to undertake a business activity.
According to Indian Partnership Act, 1932, Partnership is “the relation between persons who have
agreed to share the profit of the business carried on by all or any of them acting for all.”
Joint Stock Company : A company may be defined as an artificial person, existing only in the
eyes of the law with perpetual succession, having a separate legal identity and a common seal. It
is the largest form of business organisation, governed by the Companies Act, 2013. Shareholders
are the owners of the company.

HA

N

Private Company : A private company is one which restricts the right of its members to transfer
shares. It has minimum of two and a maximum of two hundred members.
Public Company : A public company is one which is not a private company.

AS

Each form has its own merits and demerits : It, therefore, becomes vital for a businessman to
have knowledge about all these forms of ownership so that he can choose the right one.

AK

Choice of a suitable form of organisation is important because the success and growth of a business
depends a great deal on it.
The form of organisation determines the availability of finance, risk associated with business,
division of profit, owner’s control, stability and durability of business, and so on.

PR

Question Bank

A. Multiple Choice Questions

RS

SECTION A

[1 Mark]

OT

HE

1. Which of the following is the limitation of the sole trade?
(a) Unlimited Liability
(b) Limited source of capital
(c) Unbalanced Management
(d) All of these
(b) Limited Capital
(d) None of these

3. Sole Proprietor is the best, when
(a) Requires little capital
(c) Capital is not required

(b) Require large capital
(d) None of these

4. In Sole Proprietor :
(a) Full Secrecy
(c) Secrecy is nominal

(b) No Secrecy
(d) None of these

YA

L

BR

2. The greater handicap of a sole trade is :
(a) Small size
(c) Unlimited Liability

G

O

5. Which of the following is not governed by a specific act?
(a) Sole Proprietorship
(b) Partnership
(c) Company
(d) Co-operative Society
6. The liability of a Sole Proprietor limited to the extent :
(a) Capital invested by him
(b) Value of the assets of the business
(c) Value of the business as well his all private assets
(d) None of these
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7. Scope of Sole Proprietor :
(a) Limited
(b) Unlimited

(c) Organised

(d) All of these

8. What is not the characteristic of a sole proprietor business?
(a) It is owned by one person
(b) It has separate existence from its owner
(c) Its whole proﬁt belongs to the sole proprietor (d) None of these

10. The future of Sole Proprietor in India :
(a) Dark
(b) Bright

HE

RS

12. A Manager with a Share in the Profits :
(a) Is only a servant of the ﬁrm
(b) Becomes a partner by the operation of Law
(c) Becomes a Partner from Status
(d) None of these

PR

11. Sole Proprietor is that who :
(a) Is the owner of all assets but does not take entire risk
(b) Takes entire risk but is not the owner of all assets
(c) Takes ownership of all assets and takes entire risk
(d) None of these

(d) None of these

AK

(c) No future

AS

HA

N

9. Sole proprietorship form of business organisation is not suitable for the business which :
(a) Requires little capital
(b) Requires personal attention to the customers
(c) Are of large size
(d) None of these

OT

13. Partnership is formed as a result of :
(a) License from Government
(c) An Agreement among Individuals

(b) A Central Legislation
(d) None of these

YA

L

BR

14. A partner in a firm :
(a) can transfer his share to an outsider without the consent of other partners
(b) can transfer his share to an outsider with the consent of all to her partners
(c) cannot transfer his share to an outsider
(d) None of these
(b) A Verbal Understanding
(d) None of these

16. The Liability of partners in a firm is :
(a) Limited
(b) Unlimited

(c) No Liability

G

O

15. A partnership deed :
(a) A written Legal Document
(c) Cannot Enforceable by Law

(d) All of these

17. Liability of partners in respect of the firm’s debt is :
(a) Limited upto the Amount of their Capital in the business
(b) Unlimited
(c) Limited upto the Amount of Guarantee given by the Partner
(d) None of these
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18. Registration of partnership is :
(a) Voluntary

(b) Compulsory

(c) Essential

(d) None of these

19. Partnership may come into existence :
(a) By the Operation of the law

(b) By an Agreement

(c) By Inheritance of Property

(d) None of these

20. The liability of shareholder of a public company is limited to the :
(b) Nominal Value of the Shares

(c) Amount called up on Shares

(d) None of these

(a) 2

(b) 3

(c) 5

(d) 7

AS

22. Preference shareholders have normally :

HA

21. The minimum number of members to form a private company is :

N

(a) Paid-up Value of the Shares

(b) Limited Voting Rights

(c) Full Voting Rights

(d) None of these

AK

(a) No Voting Rights
23. A private company is one where :

(b) Shares can be traded on stock exchanges

(c) There is no restriction on transfer of shares

(d) None of these

PR

(a) Share transfer is restricted

24. The most important advantage of a Joint Stock Company is that :

RS

(a) The liability of the members is limited

(b) Members can conveniently transfer their shares
(c) It mobilises vast amount of ﬁnancial resources

HE

(d) None of these

25. A company is called an artificial person because :

OT

(a) It does not have the shape of a natural person
(b) It is invisible and intangible

BR

(c) It exists only in contemplation of law
(d) None of these

26. Registration of a Joint Stock Company :
(b) is essential

(c) is compulsory

(d) None of these

L

(a) is voluntary

YA

27. The maximum number of members in a private company is :
(a) 10

(b) 20

(c) 200

(d) 50

28. The maximum number of members in a public limited company is :
(b) 7

O

(a) Unlimited

(c) 50

(d) 200

G

29. The minimum number of members in a public company is :
(a) 2

1. (d) 2. (c)
11. (c) 12. (a)
21. (a) 22. (a)
52

(b) 5
3. (a)
13. (c)
23. (a)

4. (a)
14. (c)
24. (b)

(c) 7
ANSWERS
5. (a)
6. (c)
15. (c) 16. (b)
25. (c) 26. (c)

7. (a)
17. (b)
27. (c)

(d) 1
8. (b)
18. (c)
28. (a)

9. (c)
19. (b)
29. (c)

10. (b)
20. (b)
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B. Very Short Answer Type Questions

[1 Mark]

1. Is liability of sole proprietor limited?
Ans. No, liability of a sole proprietor is not limited.
2. For which type of business, sole proprietorship is most suitable?
Ans. Sole proprietorship type of business is suitable, for a business which requires less capital, involves
less risk and requires quick decision making.

N

3. What are the different options to expand sole proprietorship business?

HA

Ans. The two options for sole proprietorship firm to expand are : (i) Appointment of salaried assistant
manager and (ii) Admit a partner.
4. What is the nature of liability in sole proprietorships?

Ans. No, he/she can keep all business information confidential.
6. List two merits of sole proprietorship.
(ii) Direct incentive.

PR

Ans. (i) Quick decision making

AK

5. Is a sole proprietor formed to publish his/her business accounts?

AS

Ans. Liability of Sole proprietor is unlimited i.e., his personal property can be used for paying the
debts of the business.

7. Which form of organisation is considered to be the simplest form of organisation?
Ans. Sole proprietorship.

RS

8. Which form of business is suitable for a carpentry shop?

Ans. Sole proprietorship because personal attention is required.

HE

9. Which is the least regulated form of business?
Ans. Sole proprietorship.
Ans. Two members.

OT

10. What is the minimum number of members required to start a partnership firm?

Ans. 50 members.

BR

11. What is the maximum number of partners in a partnership firm?
12. Name the form of business organisation in which the members are jointly and individually liable
for payment of the firm’s debts.

L

Ans. Partnership.

YA

13. What is the nature of liability of partners?
Ans. Unlimited, i.e, they may have to sell their personal assets to pay firm’s debts.
14. State the law governing the partnership in India.

O

Ans. The Indian Partnership Act, 1932.

G

15. State one consequence of non-registration of a partnership firm.

Ans. An unregistered firm cannot file a suit against third parties.
16. What is a partnership deed?
Ans. Partnership deed is a written agreement which specifies the terms and conditions that govern the
partnership.
17. Name the form of business organisation in which members are agents and principals of each other.
Ans. Partnership.
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18. Name the partner who shares only profits.
Ans. Minor partner.
19. Name the type of partnership which is formed to accomplish a specific objective for a specified
time period.
Ans. Particular partnership/Joint venture.
20. In which business organisation, there is separation of ownership and management?
Ans. Company form of organisation.

HA

N

21. Can a company buy and sell properties, enter contracts, sue and can be sued in its own name?
Why?
Ans. Yes, because the company has its own entity distinct from that of its members.

22. Name the type of company that doesn’t allow its members to transfer its shares easily.

AS

Ans. Private company.
23. Does a private company need to issue prospectus?

AK

Ans. No.

24. Why are business assets and liabilities of a joint stock company separate from those of its members?
Ans. Because it has separate legal activity.
Ans. When it is a subsidiary of a public company.

PR

25. When is a private company treated as a public company?

RS

26. Name the type of company in which there is restriction on the maximum number of members.
What is that number?
Ans. Private company and that the maximum number of members can be 200.

HE

27. Name the type of company in which the right of members to transfer its shares is restricted.
Ans. Private Ltd. Company.

OT

28. Why is it not possible for the owners and the top management of the company to maintain personal
contract with the employees, customers and creditors?

BR

Ans. Due to large size of the company.

SECTION B

Short Answer Type Questions

[2 Marks]

L

1. What do you think about the future of sole proprietorship?

O

YA

Ans. Sole proprietorship is the oldest and simplest form of business organisation. Inspite of the
modern large sized companies sole proprietorship is still flourishing because of its simplicity,
easy formation, quick decision, personal touch with business and customers. Hence, the future of
sole proprietorship is quite safe.
2. Sole Trade is good for what type of business?

G

Ans. Sole Trade is good for artistic articles specially in cases where the goods are to be produced to
suit the personal taste of customer. It is also suitable if the size of business is small, if small
amount of capital is required, if personal attention is necessary, if quick decision is essential, if
the market of the commodity is local, and if the liability is not more etc.
3. “One man control is the best in the World.” Comment in brief.
Ans. According to W. R. Basset, “One man control is the best in the world if that man is big enough
to manage everything”. But a business must be small indeed to permit one man actually to know
54

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

and to supervise everything. The danger is always present that he thinks he knows when he really
does not know. And actually there is no permanency in this kind of management because if the
man is away or ill, the business stops and when he dies, the business vanishes or has to be rebuilt.
4. Write two merits of Sole Proprietorship form of business.

5. “Sole Trader is the King” as he is able to manage everything. Comment.

HA

N

Ans. Two Merits of Sole Proprietorship form of business are :
(a) Ease of Formation and Dissolution : It is simple and inexpensive to start a sole proprietorship
business. It only needs a formal licence from the local authority. Anyone can start this form
of business organisation by investing a small amount of capital.
(b) Prompt Decisions : The owner can take decisions promptly because he is the only person to
take a decision. It is not necessary for him to consult anybody.

AS

Ans. One man control is the best in the world if he is big enough to manage, finance and control
everything. The person is known as sole proprietor. He is solely responsible for bearing the risk
of the business and providing finance.

AK

6. What is Limited Liability Partnership?

RS

7. Do you agree that company is not a citizen?

PR

Ans. Limited Liability Partnership (LLP) is new type of partnership, which came into existence with
the enactment of Limited Liability Partnership Act, 2008. Under this type of partnership unlike
in the case of normal partnership, liability of the partners is limited to the extent of their capital
contribution in the business. It is worth to mention here, that name of the partnership is approved
by Registrar of Companies and all compliance should be made to him.

HE

Ans. Yes, company is not a citizen. Although company is a legally created person yet under Article 19
of the Indian Constitution it has not been recognized as a citizen. Hence, like all other citizens,
the company has no right to exercise the fundamental rights.

OT

8. Inspite of various limitations the company form of organisation is popular these days? Why it is
so?

BR

Ans. No doubt company form of organisation has many limitations yet its importance is increasing these
days particularly for large-sized business where more capital and efficient managerial staff are
required. It can be said with reference to the defects of company organisation that these defects
are shortcomings of those people who establish the companies rather than those of the company
organisation system.

L

9. “Company is an artificial person with a separate legal entity, perpetual succession and common
seal.” Comment.

O

YA

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. Company is created by law and can be brought
to an end only by law. Members may come and go but company continues to exist.

G

However, it cannot sign any documents, hence it uses a common seal in place of signatures. Any
agreement or contract which does not have the company’s seal put on it, is not legally binding.

10. In which form of organization is a trade agreement made by one owner binding on the others?
Give reasons to support your answer.

Ans. In ‘Partnership’ a trade agreement made by one owner is binding on the others. It happens because
of ‘Mutual agency’. In partnership business, every partner acts both as an agent as well as a
principal. As an agent, he represents other partners and thereby binds them through his acts. As
a principal, he is bound by the acts of other partners.
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11. Define Partnership.
Ans. A partnership is a voluntary association of two or more persons who agree to carry on some
business jointly and share its profits and losses. The persons who enter into partnership are
individually called ‘partners’ and collectively a ‘firm’. The name under which they carry on
business is called the ‘firm name’. Partnership has been defined as follow :

N

“Partnership is the relation between persons who have agreed to share the profits of business
carried on by all or any of them acting for all.”
—Indian Partnership Act, 1932, Sec. 4
Ans. The following are the two main merits of Sole Trading concern :

HA

12. State any two merits of a sole trading business.

(i) Quick Decisions : Sole tradership facilitates quick decision-making and prompt action as the
sole trader has exclusive control over his business.

AS

(ii) Secrecy : It is easy to preserve secrecy in business in case of sole proprietorship.
The important clues of the business can be kept as closely guarded secret by the proprietor.

AK

13. “Company is an artificial person.” How?

PR

Ans. Artificial Person : A company is an artificial person created by law. It exists independently of its
members. Like natural persons it can enter into contract, own property, incure debts, can sue and
be sued thought it cannot breath, eat, talk, and run that is why it is called an artificial person.

A. Long Answer Type Questions

RS

SECTION C

[4 Mark]

HE

1. What are the limitations of Sole Proprietorship?

Ans. Disadvantages/Demerits or Limitations of Sole Proprietorship

YA

L

BR

OT

It appears from the advantages of sole tradership as if it is the best form of business organisational
but it has certain limitations also :
(i) Limited resources : The financial resources of a sole proprietor are limited. He cannot take
the risk of borrowing and investing large sums of money in his business. Therefore, sole
proprietary business cannot be carried on at a large scale.
(ii) Limited managerial skill : Sole trader has limited organising power and managerial skill.
No individual can be expert in all areas.
(iii) Unlimited liabilities : One of the most serious limitations of a sole proprietor is his unlimited
liabilities. The sole proprietor will be reluctant to introduce new technology and take up risky
adventures.
(iv) Instability : The sole proprietary business may come to an end with the death, illness or
insolvency of the proprietor.

O

2. Give meaning and definition of partnership.

G

Ans. Partnership is an association of two or more persons who agree to undertake a business activity.
They pool their financial resource and managerial skills for this purpose. It is formed when there
is a need for more capital investment, varied skills and risk hearing capability. In India partnership
firms are governed by Indian Partnership Act, 1932.
According to Indian Partnership Act, 1932 : “Partnership is the relation between persons
who have agreed to share the profit of the business carried on by all or any of them acting
for all.”
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Partnership is a very suitable form of business organisation for small and medium sized enterprises.
There is mutual trust and complementary skills among partners for wholesale firms, chartered
accountancy firms, architects, law firms, restaurants and medium sized manufacturing factories.
3. Explain the following terms in brief :
(i) Perpetual succession

(ii) Common Seal

(iii) Artificial Person Created by Law

AS

HA

N

Ans. (i) Perpetual Succession : Members may come and members may go but company continues
to exist. Company’s existence is not affected by death of its members, as it is created by law
and can be brought to an end only by the process of law.
(ii) Common Seal : It is the signature of a company. Any agreement or contract which does not
have the company’s seal put on it, is not legally binding on the company.
(iii) Artificial Person Created by Law : A 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.
4. Write meaning and definition of a company.

PR

AK

Ans. A joint stock company is an artificial person invisible, intangible and existing only in contemplation
of law, being the mere creature of law, it possesses only those requisites which the character of
its creation confers upon it, either expressly or as incidental to its very existence.
—Definitions given by the Act
“A company means a company incorporated under this act or under any previous Company Law.”
—Indian Companies Act, 2013 Sec. 2(20)

RS

This definition, however, fails to bring out the true nature of a company.

HE

To Conclude : “A company is an artificial person, invisible and intangible created by law,
endowed with perpetual succession with a common seal, having a distinct entity separate
from the members composing it, usually, with a limited liability.”
5. Give meaning and definition of Sole Trading.

BR

Definitions :

OT

Ans. ‘Sole’ means only and the term ‘proprietor’ means owner. Hence, a sole proprietor is the one who
is the only owner of a business. Therefore, sole proprietorship is a form of business organisation
which is owned, managed and controlled by a single individual, who receives all the profits and
bears all the risks involved in the business.
“Sole Trade is a type of business unit where a person is solely responsible for providing the
capital, for bearing the risk of enterprise and for management of business.”
—J. L. Hanson

YA

L

“A sole proprietorship is a business unit whose ownership and management are vested in one
person. This individual assumes all risk of loss or failure of the enterprise and receives all profits
from its successful operation.”
—Peterson and Plowman

O

A business owned, managed and controlled by a single individual is known as a sole proprietorship
organisation.

G

Conclusion : On the basis of above definitions we can say that this form of organization is related
to one person. He is the supreme decision maker regarding all matters relating to his business. He
himself invests money in the business, manages and controls. His personal property is attached
with his business.

6. What is a private company?
Ans. Private Company : According to Sec. 2 (68) of the Companies Act, 2013, a private company
means a company which by its Articles of Association :
(i) restricts the right of members to transfer shares (if there is any);
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HA

N

(ii) restricts the number of its members between 2 to 200. The following are not counted among
the members.
(a) who are present employees and and also the Members of the Company, and
(b) those people who were previously the employees of the company as well as its members
but now are no longer its employees but continue to be its members.
(iii) puts a ban on inviting the public to subscribe to its shares and debentures.
(iv) Puts a ban on inviting the public to subscribe to its public deposits.
(v) must have a minimum paid-up share capital of one lakh rupees (this amount of capital is
subject to change from time to time). (any four)
7. What is a public limited company?

PR

AK

AS

Ans. Public Company : According to Sec. 2(71) of the Companies Act, 2013, “Public Company means
a company which is not private.” In other words, a public company is one which :
(i) has no restriction on the transfer of its shares:
(ii) has no maximum limit on the number of its members:
(iii) has no restriction on inviting the public to subscribe to its shares and debentures;
(iv) has no restriction on inviting the public to subscribe to its public deposits;
(v) has a minimum paid-up share capital of five lakh rupees (this amount of capital is subject to
change from time to time). (any four)

G

RS

O

YA

L

BR

OT

HE

8.
Ans.

For the establishment of a public company there should be a minimum number of seven members.
It has to add the word ‘Limited’ after its name and not the ‘Private Limited’.
What are the advantages of Sole Proprietorship form of business Ownership? Write any four.
The merits of sole trade/proprietorship are as follows (any four) :
(i) Easy to Form and Dissolve : A sole proprietorship organization is easy to form. No legal
formalities are involved in setting up this type of organization. It is not governed by any
specific law. The sole proprietor can close the business whenever he desires without any legal
formality. It can be closed by paying back its debts.
(ii) Flexibility : In sole proprietorship firm all the decisions are taken by the proprietor himself.
He is not supposed to consult any one and waste time. By quick decisions, immediate actions
can be taken which bring flexibility of operation. There are no delays and business can quickly
adapt itself to the changing environment.
(iii) Personal Touch : In sole proprietorship firm, generally all the work is carried out by the
proprietor himself. So he can maintain direct contact with the customers and employees and
can make changes in the products according to the demands and expectations of the customer.
(iv) Direct Incentive : In sole proprietorship firm there is direct relation between the efforts and
reward which means if proprietor puts extra efforts then profit increases and proprietor gets
extra income. So proprietor is always motivated to work extra to get extra reward.
(v) Sole Beneficiary of Profits : All the profit earned by the sole proprietorship firm belongs
only to the proprietor himself.
What are the main Characteristics/features of Partnership?
Features of Partnership
(i) Agreement between two and more persons : Partnership is an agreement between two or
more persons. The minimum number of partners is two and the maximum number of persons
is fifty. (According to Rule 10 of the companies (MISC) rule 2014 provides the maximum
limit as 50 partners.)

9.
Ans.
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(ii) Legal business : The business carried on by the partnership firm must be legal. It means that
stealing, burglary, pick-pocketing, smuggling etc. are not the business in the eyes of law.
(iii) Contractual relationship : Partnership originates from the mutual contract among partners.
This contract is made through their mutual relationship. Any person who cannot enter into
contract, cannot become partner of a firm e.g. minors, lunatics etc. cannot become partners.
(iv) Profit motive : The business carried on by the partnership firm must have profit motive. In
this way, orphanage, free dispensary, charitable trusts etc. can not become partnership.

AS

10. Write characteristics of company form of organisation.
Ans. Features of Joint Stock Company.
The main features of Joint Stock Company are (any four) :

HA

N

(v) Principal-Agent Relationship : Principal-agent relationship means that just as an owner is
responsible for any contract entered into by his agents/operating within the limits of his/their
authority, similarly a partner can bind all the partners with his activities. In this way every
partner plays a double role of an owner an agent.

PR

AK

(i) Artificial Person : Since a company is created by law, it is an artificial person, having no
body, no soul and no conscience, i.e. it cannot breathe, eat, run or talk. But, like a natural
person, a company can own property, incure debts, borrow money, enter into contracts, sue
and be sued. It can conduct a lawful business and enter into contract with others.

RS

(ii) Perpetual Succession : Company has a permanent or perpetual existence, i.e., its existence is
not affected by death, insolvency, coming or going of the members. As company is a creation
of the law it can be brought to an end only by law. It will cease to exist only when specific
procedure of winding up is followed.

HE

(iii) It is rightly said, “Members may go, members may come, but the company remains forever.”

OT

(iv) Formation : The formation of a company is a time consuming, expensive and complicated
process. It involves preparation of several documents and compliance with several legal
requirements before it can start functioning. Registration of company is compulsory under
the Indian Companies Act.

BR

(v) Separate Legal Entity : On incorporation, a company acquires a separate legal existence
in the eyes of law. The assets and liabilities of the company are separate from those of its
owners.

YA

L

11. “The one-man control is the best in the world, if that one man is big enough to manage everything.”
Explain.

G

O

Ans. One-man control is best : Prove by giving advantages of the sole trade business in brief. From
the line “If he is big enough that he can manage everything himself.” It is clear that no man
can be perfect to handle everything. Therefore, sole trade business is the best in the world only
on the condition that the sole trader has all the qualities of a businessman but this is a rare
phenomenon. Here disadvantages of the sole trade be mentioned in brief.
Conclusion : We can make a conclusion that a sole trade business is not best in the world because
every person has a limit to his abilities.

12. Define business enterprises and give its main features.
Ans. A business enterprise is also called a business undertaking, business firm or a business concern.
It is an institutional arrangement of the business activity. It may be owned and controlled by a
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single individual or a group of individuals. This arrangement may be formal or informal. Business
enterprises are engaged in the transfer or exchange of goods and services. Their main motive is to
earn profits. The owner accepts all the risks involved in the running of the enterprise. The rights
and liabilities vary according to the form or ownership.
According to Wheeler, a business enterprise is a “a concern, company or undertaking which buys
and sells, is owned by one person or a group of persons and is managed under a specific set of
operating policies.”

N

Features/Characteristics of Business Enterprises (any three) :

HA

(i) Every business enjoys a separate entity.
(ii) Every business enterprise has its own owner or owners.

AS

(iii) Every business enterprise has to bear some risk during the course of its business operations.
(iv) Every business enterprise has its own independent management.

(v) Every business enterprise deals in exchange of goods and services.

AK

13. Distinguish between Partnership and Joint Stock Company.

Ans. Distinction between Partnership and Joint Stock Company (any four) :
Partnership

PR

Basis

Minimum-2, maximum not
exceeding 50 members.

(ii) Legal Status

No separate legal existence.

(iii) Formation

Registration is optional, easy
formation.

Registration compulsory, lengthy
and expensive formation process.

(iv) Control and
Management

Partners take decisions, consent
of all partners is needed.

Control and management is
undertaken by Board of Directors.
Separation between ownership and
management.

BR

OT

HE

RS

(i) Members

Minimum : Private : 2. Public: 7,
Maximum : Private : 200, Public :
Unlimited.
Separate legal entity.

As per the agreement.

On the basis of shares held.

(vi) Capital
Contribution

Limited but more than that
can be raised in case of
requirement.

Large financial resources.

(vii) Continuity

Stable but depends on partners.

Stable because of separate legal
status.

YA

L

(v) Sharing of
Profits

O
G
60

Company

(viii) Business Secrecy Secretes limited to partners, no
reports required.

Secrets shared with members and
public, reports compulsory (for a
public company).

(ix) Liability of
Member

Unlimited, joint, and several.

Limited.

(x) Suitability

Suitable for medium size
business.

Suitable for large scale business
operations.
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14. Distinguish between Partnership and Sole Proprietorship.
Ans. Distinction between Partnership and Sole Proprietorship (any four)

PR

(viii) Liability of
Member
(ix) Suitability

AK

(vi) Capital
Contribution
(vii) Business Secrecy

N

(iii) Sharing of Profits
(iv) Control and
Management
(v) Continuity

Sole Proprietorship
One man show : Single
ownership.
Minimum legal formalities,
easiest formation.
The owner gets all the profits.
Owner takes all decisions,
quick decision making.
Unstable, because business and
the owner regarded as one.
Limited but more can be raised Limited finance.
in case of requirement.
Secrets limited to partners, no
Perfect secrecy, no reports.
reports required.
Unlimited and joint, and
Unlimited, full risk.
several.
Suitable for medium size
Suitable for small business.
business.

HA

(ii) Formation

Partnership
Minimum-2, maximum not
exceeding 50 members.
Registration is optional, easy
formation.
As per the agreement.
Partners take decisions, consent
of all partners is needed.
Stable but depends on partners.

AS

Basis
(i) Members

RS

15. Distinguish between private and public company.
Ans. Difference between a Public Company and Private Company (any four) :
Basis
(i) Number of
members

(v)

HE

YA

(vi)

Minimum = 2, maximum =
200 (excluding past and present
employees.)
Numbers of
It must have at least three.
It must have at least two
Directors
directors.
Minimum paid up It must have minimum paid-up It requires minimum paid up of
capital
capital of ` 5 lakhs.
` 1 lakh.
Transfer of Shares There is no restriction on
There is restriction on transfer
transfer of shares.
of shares.
Index of Members It is compulsory to maintain an Index of Members is not
Index of Members.
compulsory.
Name
Necessary to use the word
Necessary to use the word
‘limited’ after its name.
‘private limited’ after its name.
Invitation to public It can invite public to subscribe It cannot invite public to
to subscribe to
for its shares and debentures.
subscribe for its shares and
shares
debentures.
Legal Formalities
It has to fulfill legal formalities It is exempt from such
regarding issue of prospectus,
formalities.
statutory meeting, minimum
subscription etc.
Managerial
Total managerial remuneration There is no such restriction.
Remuneration
should not be more than 11% of
its net profits.

OT

(iv)

Minimum = 7, Maximum = no
limit.

BR

(iii)

Private Company

L

(ii)

Public Company

O

(vii)

G

(viii)

(ix)

*Note : According to Companies (Amendment) Act, 2015 promoters can decide the minimum
paid up share capital in case of private and public company as it has not been prescribed.
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16. Is Sole Proprietorship a relic of barbaric age? Do you agree? If not give reasons in support of
your answer.

HA

N

Ans. It has been remarked that sole proprietorship form of business organisation is a relic of barbaric
age. It suffers from the following limitations :
(i) Sole proprietorship has limited financial resources.
(ii) He has limited managerial skills/technology.
(iii) His liability is unlimited.
(iv) He does not make use of modern technology.
(v) There is instability due to his illness, death etc.
Arguments against the above view :

RS

PR

AK

AS

On the other hand, a large number of authors maintain that ‘‘sole proprietorship is not a relic of
barbaric age; rather it is a symbol of modern civilised society and developed business era.’’ They
give the following arguments :
(i) Sole proprietorship is the most popular form of business organisation.
(ii) It caters to individual tastes and fashion requirements.
(iii) It provides elf-employment.
(iv) It checks concentration of economic power.
(v) It is best suited for small scale business.
(vi) It encourage entrepreneurship.
(vii) Government is making all-out efforts to promote small business.
17. Discuss merits/essentials of an ideal partnership.

G

O

YA

L

BR

OT

HE

Ans. Essentials of an Ideal Partnership (any four)
(i) Good faith : Partnership is a contract of good faith. Every partner should work with full
involvement and honesty. Each partner should contribute their efficiency, knowledge, time
alongwith money. Partners should prefer mutual benefits over their personal profits.
(ii) Written agreement : Before entering into partnership every partner must acquaint himself
with his rights and duties in the partnership. All the conditions must be laid down in the
form of written agreement, so that there should be no scope of conflicts in future. The written
terms and conditions of partnership is called partnership deed.
(iii) Ideal number of partners : For the success of partnership, the number of partners should be
limited. Larger number of partners may cause less possibility of understanding among them.
(iv) Adequate capital : For the success of a firm adequate capital is required. Insufficient capital
can stop the business activities. Partners may contribute at their own or take it as loan, but
business must have sufficient amount of capital. Partners should withdraw lesser amount of
profits from business as rest of the profit could be reinvested into business.
(v) Registration of partnership : Legally, it is not compulsory to get the partnership registered,
but a registered firm gets some special rights. An unregistered firm cannot take legal action
against outside parties.
(vi) Long-term partnership : Partnership should have a long life so that it may get sufficient
time to achieve success. In short span, it cannot get enough time to develop business. Every
business needs time to establish itself in the market. Therefore, partnership should have a
longer life.
(vii) Distribution of work on the basis of specialization : The work of partnership should be
divided among partners on the basis of their efficiency and specialization e.g., sale purchase,
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HA

N

accounting, office management etc. should be given to partners on the basis of their knowledge
and specialization.
(viii) Equality in right of partners : The share of profits, salaries, bonus, interest, commission,
participation in management etc. should be according to the capital contribution of partners.
No partner should be dissatisfied or neglected, this may prove harmful for the future of
partnership.
(ix) Selection of reasonable business : While selecting a business, that business should be selected,
regarding which all the partners should have full knowledge. These main sources and place
of business should be suitable for business.
(x) Common approach : All the partners should have common approach in the management of
business. If one partner is conservative in risk taking while other is adventurous, they may
not be able to go a long way.
[4 Marks]

AS

B. Case Study Based Question

PR

AK

Kiran is a sole proprietor. Over the past decade, her business has grown from operating a neighbourhood
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 for better management of the business. She also has
plans to open branches countrywide.
(i) Explain two benefits of remaining a sole proprietor.

RS

(ii) Explain two benefits of converting it to a joint stock company.
(iii) What role will her decision to go nationwide play in her choice of form of the organisation?

G

O

YA

L

BR

OT

HE

Ans. (i) Two benefits of remaining sole proprietor are :
(a) Sole beneficiary of profits
(b) Personal touch
(ii) Two benefits of converting in joint stock company are :
(a) Large amount of capital
(b) Limited liability
(iii) If she plans to go nationwide then she will have to manage her form of business from sole
proprietorship to joint stock company.
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N

Sources of Business Finance

HA

‘‘Finance is that business activity which is corned with the acquisition and conservation of capital
funds in meeting the financial needs and overall objective of a business enterprise.’’
– Wheeler

AS

Summary

G

O

YA

L

BR

OT

HE

RS

PR

AK

Finance is the life-blood of business. No business can be started, operated and expanded without
adequate finance.
Three types of business finance; long-term, short-term and medium-term.
There are two sources of raising funds in a corporate enterprise; owned funds and borrowed funds.
Owned funds include share capital and retained profits.
Borrowed funds include debentures, loans from Banks and institutions and public deposits.
Retained profits refer to the undistributed profits which are reinvested in business.
Debenture/Bonds: an acknowledgment of debt borrowed by a company.
Public Deposits are the deposits made by the public with business firms. These are unsecured
and short-term loans.
Indian companies can issues shares and debentures in foreign countries; in the same way as they
can do in India.
International sources of finance; GDR and ADR.
ADRs are similar to GDR; except the ADRs can be issued in America.
Public financial institutions like IFCI, IDBI, ICICI, etc. were set up to provide finance assistance
to industries for the rapid industrialisation of the country.
These institutions provides loans, guarantee, direct investment, underwriting, its banking and other
facilities to industries.
Finance companies such as HDFC offer financial assistance for housing needs.
Non-banking finance companies provide deposit and lending facilities with as banks.
Crowd funding is the use of small amounts of Capital from a large number of individuals to
finance a new business venture.
Venture Capital companies purchase equity portion in promising enterprises and help the
entrepreneurs to translate their new ideas into commercial production.
Factoring, involves selling the debtors and accountability receivable to a firm. With this, the factor
advances funds to the entrepreneur after deducting his fees.
A rigid investors can be good source of finance for long term purposes. These are investors who
are willing to accept risk and demand little.
Seed Capital is the money an entrepreneur needs to start a business. They can raise this money
through their own savings or from their relatives and friends though development institutions or
Banks.
Debt Financing involves borrowing funds from outsiders with the promise to repay along with
interest at specified time period (s).
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Question Bank
SECTION A
A. Multiple Choice Questions

[1 Mark]

(b) Owner of the Company

(c) Creditors of the Company

(d) None of these

HA

(a) Employees of the Company

2. Preference shareholders get preference over equity share for :
(b) Voting

(c) Participation in management

(d) None of these.

AS

(a) Payment of dividend
3. Retained Earnings are also known as :

(b) Ploughing back of proﬁt

(c) Surplus proﬁt

(d) Gross proﬁt.

AK

(a) Capital

(b) Trade Credit

PR

4. Bills of Exchange is an Instrument of :
(a) ICD

N

1. Debenture-holders are called as :

(c) Loan

(d) None of these

5. Who among the following are called owner of the company?

(b) Employees

RS

(a) Debenture-holder
(c) Directors

(d) Equity shareholders

HE

6. Which Instrument saves tax?
(a) Equity Shares
(c) Retained Earnings

(b) Debentures
(d) Preference Shares

OT

7. GDR cannot be issued in which of the following country :
(a) Canada

(b) India

(c) USA

(d) China

BR

8. Public deposits cannot exceed :

(a) 10% of share capital and free reserves

(b) 25% of share capital and free reserves.

(c) 50% of share capital and free reserves

(d) No limit

L

9. Which capital is used for buying current assets?

YA

(a) Fixed Capital

(b) Working Capital

(c) Both (a) and (b) (d) None of these

10. Who controls the company?
(a) Debenture-holder

(b) Employees

(c) Shareholders

(d) None of these

O

11. The deposit made by one company with another company is called :
(b) Inter-corporate deposit

G

(a) Public deposits
(c) Loan from Commercial Bank

(d) Loan from ﬁnancial Institutions

12. The unsecured source of borrowed fund which can be raised for period of six months to three
years is :
(a) Public Deposits

(b) Preference shares

(c) Debentures

(d) None of these

13. International source of finance is :
(a) ADR and GDR

(b) FDI

(d) Both (a) and (b)
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BR

OT

HE

RS

PR

AK

AS

HA

N

14. GDR is :
(a) Foreign Direct Investment
(b) Free Direct Investment
(c) Forestry Deposit Investment
(d) None of these
15. What are the equity shareholders called?
(a) Owners of the company
(b) Partners of the company
(c) Employees of the company
(d) Managers of the company
16. FDI means :
(a) Foreign Direct Investment
(b) Free Direct Investment
(c) Forestry Deposit Investment
(d) None of these
17. In rural, backward and hilly areas, special financial assistance is provided by :
(a) Money Lenders
(b) Commercial Banks
(c) Regional Rural Banks
(d) All these
18. Finance received on the issue of shares is :
(a) Short-term
(b) Medium-term
(c) Long-term
(d) Very short-term
19. Risk Capital Foundation was established in :
(a) 1970
(b) 1975
(c) 1986
(d) 1988.
20. Venture capital though originated in :
(a) India
(b) England
(c) America
(d) Japan
21. Risk Capital Foundation established by :
(a) IFCI
(b) UTI
(c) IDBI
(d) ICICI
22. Venture capital contains :
(a) High risk
(b) Entrepreneurial risk (c) No Risk
(d) None of these
23. Technological Development & Infrastructure Corporation of India established in year :
(a) 1975
(b) 1986
(c) 1988
(d) 1990
24. India Investment Fund established by :
(a) IFCI
(b) Grindlay Bank
(c) State Bank
(d) Can Bank
25. Venture capital available for :
(a) High risk units
(b) Technical units
(c) Institutional units
(d) All of them
3. (b)
13. (c)
23. (c)

YA

L

1. (c) 2. (a)
11. (b) 12. (a)
21. (a) 22. (a)

4. (b)
14. (c)
24. (b)

ANSWERS
5. (d)
6. (b)
15. (a) 16. (a)
25. (d)

7. (c)
17. (d)

O

B. Very Short Answer Type Questions

8. (b)
18. (c)

9. (b)
19. (b)

10. (c)
20. (c)

[1 Mark]

G

1. Who are called the owners of a company?

Ans. Equity Shareholders.
2. Which deposits are directly raised from the public?
Ans. Public Deposits.
3. What are internal source of funds?
Ans. The source of funds which are generated by the business itself.
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4. What are the external source of funds?
Ans. The source of funds that lie outside an organisation are known as external source of funds.
5. How do borrowed funds put a lot of burden on business?
Ans. Business firms are liable to pay fixed rate of interest regardless of whether they make profit or
loss.
6. Why are retained profit called self-financing?

N

Ans. This is because the firm itself generates them.
Ans. Cost incurred in obtaining the funds and cost of using the funds.
8. Why are retained earnings considered as an uncertain source of funds?

AS

Ans. Because profits of business keep on fluctuating.

HA

7. Which cost should be taken into consideration while deciding about the source of funds?

9. What is the position of equity shareholders with respect to the company?
Ans. They are the owners of the company.

AK

10. Why is share capital called owner’s funds?
11. Which source of fund provides tax benefits?
Ans. Debentures.
12. Who regulates the public deposits?

PR

Ans. Because they are the real owners of the company.

RS

Ans. The Companies Act, 2013 in consultation with the RBI.
13. Why are debentures known as borrowed funds?

HE

Ans. because debentures are a debt-instrument for raising long-term finance.
14. Why it is said that equity shareholders are the residual owners?

OT

Ans. Because they do not get a fixed dividend, but are paid only after the government taxes, interest
on debentures and preference dividend have been paid.
15. Which source of business finance does ‘ploughing back of profit’ indicate?

BR

Ans. Retained earnings.

16. What are retained earnings?

L

Ans. These refer to a part of profit which is not distributed among the shareholders as dividends but
is retained in the business for use in the future.

YA

17. Which source of business finance does ‘self-financing’ indicate?
Ans. Retained earnings.
18. What is borrowed capital?

O

Ans. It refers to the funds raised through loans.

G

19. Define a share?

Ans. A share is a unit of a shareholder's interest in the company.
20. Who can invest in commercial papers?
Ans. Individuals, banking companies other corporate bodies, registered or unregistered can invest in
commercial paper or CP.
21. What is Trade Credit?
Ans. It means credit allowed by suppliers for purchasing goods and services.
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22. Which deposits are directly raised from the public?
Ans. Public deposits.
23. What for the finance is needed?
Ans. Fixed and working capital needs.

SECTION B
[2 Marks]

N

Short Answer Type Questions

HA

1. What is Business Finance?

2. Write a brief note on Foreign Direct Investment (FDI).

AK

AS

Ans. Men, machine, material and money are the important factors of production. Money or finance
is said to be the life blood of business. The prosperity, working and future of a business unit
mainly depends on the availability of finance. Now-a-days a huge amount of finance is required
for production purposes. Finance may be defined as the procurement of money as and when it
is required. However, as a management function, it has a special meaning. Finance function may
be defined as procurement of funds and its effective utilisation.

PR

Ans. Investment by the individual and institutional investors of foreign countries in the equities of Indian
companies is known as foreign direct investment (FDI). It can be routed through GDRs and ADRs.
FDI in India is regulated as follows : (i) Government policy as regards FDI, (ii) Clearance from
the Foreign Investment Promotion Board (FIPB), if necessary, (iii) Approval of the Ministry of
Finance, and (iv) Foreign Exchange Regulation prescribed by the RBI.

RS

3. Write a brief note on Global Depository Receipt (GDRs).

HE

Ans. Global Depository Receipts are essentially equity instruments created by overseas depository Bank
which are authorised by the issuing companies in India to issue GDRs outside the country to nonresident investors against the shares of the issuing companies held with the nominated domestic
custodian banks.

OT

4. The directors of a company have decided to set up a new plant at an estimated cost of rupees ten
crore. State the sources of finance available.

BR

Ans. Setting up of a plant means funds are required for fixed assets and for a long-term. Various sources
of long-term finance are : (i) Equity shares; (ii) Preference shares; and (iii) Debentures.
5. List sources of raising long-term and short-term finance.

L

Ans. Long-term sources of finance are : Equity shares, debentures, preference shares, loans from
financial institutions and retained earnings.

YA

Short-term sources of finance are : Cash Credit, overdraft, trade credit, commercial paper.

6. Mention the purposes for which short term funds are required.

G

O

Ans. Short-term funds are required for purchase of raw materials, payment of wages and salaries and
meeting other day-to-day expenses. They are raised through short-term loans or trade credits. As
soon as goods are sold and funds are recovered, the amounts may be used for current operations
or for paying back the loans. Generally, production processes are completed within a year and
goods are ready for sale. Hence, short-term funds can be used over and over again from year to
year.
7. Mention the purposes for which long term funds are required.
Ans. The amount of long-term finance required depends on the type of business and the fixed assets
required. For instance, a big steel, cement or chemicals factory involves heavy investment on
building, machinery and equipments. A small factory producing garments or a small workshop
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repairing electrical goods will require a small investment in fixed assets. Traders generally require
lesser amounts for long-term investment as compared with the requirements of manufacturers.
8. What do you mean by Retained Earnings or Reserve Profit?

N

Ans. Generally, a company does not distribute all its earnings among the shareholders as dividends. A
portion of the net profits is retained in the business for use in the future in the form of reserves.
This is known as Retained Earnings. It is a part of owners’ funds. It is that part of earnings
which is retained by the business for future use for expansion and diversification etc. This process
of saving the profits for future is also known as ‘ploughing back of profits’.
9. What is the need of financial planning?

AS

HA

Ans. Business is an independent economic entity. It is concerned with the activities of production and
distribution of goods and services to satisfy the needs of society and also to earn profit. Many
activities are involved in the conduct of business and to carry out all these activities, business
requires money. Finance, therefore, is the life and blood of a business. A business cannot be carried
on if adequate funds are not made available to it.

AK

10. Write a brief note on Public Deposits.

11. What is the Importance of Retained Earnings?

PR

Ans. Public Deposits are the deposits raised by organisation directly from the public. Under this method,
companies inviting public deposits are required to advertise publicly along with its financial
position. Public deposits can take care of both medium and short-term financial requirements of
a business. Such deposits are beneficial to both the depositor as well as to the organisation.

HE

RS

Ans. A portion of the net profits is retained in the business for use in the future in the form of reserves.
This is known as Retained Earnings. This process of saving the profits for future is also known as
‘ploughing back of profits’. Importance of Retained Earnings : (i) A Permanent Source of Funds,
(ii) No Explicit Cost of Funds, (iii) Operational Freedom and Flexibility, (iv) Loss Absorption,
(v) Appreciation in the Value of Shares.

OT

12. What do you understand by Trade Credit?

L

BR

Ans. Trade Credit is the credit extended by one business firm to another for the purchase of goods
and services for a very short period of 30 to 90 days. It means the buyer buys the goods and
services without paying immediately. It is a purchase on credit. Such credit purchases appear in
the books of buyer as ‘Sundry Creditors’ or ‘Accounts Payable’. In the books of the seller firm, it
will appear as ‘Sundry Debtors’ or ’Accounts Receivables’. It is a source of short-term financing.
When a business firm does not have sufficient funds it can buy the goods on credit basis. This
is called trade credit.

YA

13. Write a note on Angel Investors.

G

O

Ans. Angel investors can be good source of finance for long term purposes. These are the investors
who are willing to accept risk and demand little or no control in return for the chance to own a
piece of business that may be valuable some day. Angel investors may be : (i) Affiliated angel,
and (ii) Non-affiliated angel. Affiliated angel may be professionals and Business Associates while
as non-affiliated angels may be professionals, Middle Managers and entrepreneurs.
14. Write a brief note on Peer-to-Peer funding.

Ans. Peer-to-peer funding is the practice of lending money to individuals or business through online
services that match lenders with borrowers. As the service is operated online, it can operate with
lower overhead costs and provide the service more economically. With this, the lenders can ear
higher returns compared with bank FDs and the borrower can borrow money at lower rate of
interest.
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15. ‘‘Crowd funding and peer-to-peer funding are similar yet different.’’ Comment.
Ans. Both crowd funding and peer-to-peer funding are online funding platforms. But in crowd funding,
funds are raised from public whereas, in peer-to-peer funding a business firm raises funds from
other business firms. Thus, the two are similar yet different.
16. State any two features of venture capital.

N

Ans. (i) Venture capitalist mostly makes investment in equity shares because they do not get any
benefit till such times the company starts earnings profit; and
(ii) Venture capitalist apart from making financial investment in business also help by providing
assistance for marketing.

HA

17. What are the eligibility for venture capital financing?

AS

Ans. As per the directive of the Government of India only those enterprises are legible for financial
arrangements whose total investment amount is not more than ` 200 million which make use of
new techniques for production and have sufficient funds to make their individual contribution for
establishment of new venture.

OT

HE

RS

PR

AK

18. What are the characteristics and advantages of ploughing back of profit?
Ans. Features and advantages of Retained Earnings/Ploughing back of profit (any two)
(i) Cushion of security : The retained earnings are considered as cushion of security because
they provide support in time of adversity, when company finds it difficult to arrange finances
from any other source.
(ii) Medium and long-term finance : Retained profit is considered as an ownership fund. It
serves the purpose of medium and long-term finance.
(iii) Funds for new and innovative projects : The retained earnings are common source of funds
are financing risky and innovative projects. This fund is generally used for research work,
expansion projects etc.
(iv) Conversion into ownership : The surplus retained earnings can be converted into shares
capital by issue of bonus shares. In issue of bonus shares there is no outflow of cash. Investors
too are benefited by the issue of shares free of cost.
19. What preferential rights are enjoyed by preference shareholders

YA

L

BR

Ans. The preference shareholders enjoy two preferential rights over equity shareholders.
(i) Right to receive fixed rate of dividend before any divided is paid to equity shareholders.
(ii) Right to receive repayment of capital on winding up of the company, before the capital of
equity shareholders is returned.
Preference shares have characteristics of both Equity Shares and Debentures. They resemble
equity shares as the dividend is payable only at the discretion of the directors and only out
of profit after tax? They also resemble debentures as they bear fixed rate of return.

O

SECTION D
[4 Marks]

G

A. Long Answer Type Questions
1. What is Finance? Define it.
OR
What do you understand by business finance?

Ans. Every business enterprise, whether big or small, needs finance to carry on its operations. The
importance of finance has increased tremendously these days because of mass production and use
of capita-intensive techniques. As a result, finance is considered as the life-blood of any business.
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In this, we will discuss the various sources of finance, their merits and limitations and the factors
that determine the choice of a suitable source of business finance.
Business Finance refer to the money required for carrying out business activities.
According to Wheeler, ‘‘Finance is that business activity which is concerned with the acquisition
and conservation of capital fund in meeting the financial needs and over all objectives of business
enterprise.’’
2. What are Shares? Give its three Characteristics.

3. Write Characteristics of Debentures.
Ans. Features or Characteristics of Debentures (any four) :

AK

AS

HA

N

Ans. Shares are a major source of finance for companies. Shares are issued only by a company form of
organisation. The entire capital is sub-divided into small uniform units. Each unit is called as share.
The capital obtained by issue of shares is known as Share Capital. The person who is holding
shares is known as Shareholder of the company. The following are the three characteristics of
Share : (i) This type of fund is used for long-term finance, (ii) This type of finance is required
for expansion of projects and adoption of innovative techniques, and (iii) This type of fund is
used for acquiring fixed assets.

PR

(i) The rate of interest on debentures is fixed and it is a part of the name of a debenture like
‘12% Debentures’.
(ii) Debenture-holders are creditors of the company and not owners like shareholders.

RS

(iii) Interest is paid to the debenture-holders before payment of tax to the government and
dividend to preference shareholders and equity shareholders,
(iv) Debenture holders have no voting right.

HE

(v) Debentures are part of borrowed funds.

(vi) Debenture-holders have no right to participate in the management and the decision making
process.

OT

(vii) Debentures are generally secured by creating charges on fixed assets of the company.
4. Why do business need funds? Explain.

BR

Ans. Finance is needed for (any four) :

(i) Establishment expenses, preliminary expenses, promotion expenses, fees paid to specialists
for setting up business.

L

(ii) Fixed assets like land, building, plant and machinery etc.

YA

(iii) Cost of procuring finance, underwriting commission for facilitating capital, brokerage, issue
of prospectus, commission, etc.
(iv) Purchase of intangible assets like goodwill, trademarks, patents, etc.

O

(v) Current assets like raw materials, payment of expenses, etc.

G

(vi) Funds for growth, expansion and diversification.

5. You have made capital gain of ` 1,80,000 recently. You now want to invest this amount in securities
issued by companies. Would you invest in equity shares, preference shares or debentures? Justify.

Ans. I would like to invest in equity shares because :
(i) Equity shareholders enjoy voting rights on various issues of the company.
(ii) Equity shares do not impose any obligation on the company to pay fixed rate of dividend to
their holders. It can be higher.
Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

71

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

(iii) Equity shares are a stable source of financing. There is no compulsion on a company to
redeem these shares and hence funds can be utilised by company throughout its life. This
leads to higher dividend.
(iv) Equity capital underlines creditworthiness of company and provides confidence to prospective
lenders.
6. What is the significance/importance of business finance?

AS

HA

N

Ans. Significance of Business Finance : Finance is considered to be the life-blood of business. In the
modern money economy, the role of finance has increased with an increasing pace. Today with
increase in the scale of operations, one finds business activities revolving around the availability
of finance in the organisation. A business needs funds at every step, for example, (i) to bring
a business into existence; (ii) to operate a business : for ﬁnancing working capital (cash, raw
materials, ﬁnished goods and other daily expenses), and ﬁxed assets (land, building, machinery,
etc.); (iii) for expansion and modernisation; and so on.
7. What do you mean by Debentures? Define it.

AK

Ans. Debentures and Bonds : Debentures are important sources of long-term and medium-term finance.
Debenture-holders are the lenders of the company. Debenture, issued under the seal of the company,
is a written document of the acceptance of loan.

PR

According to Section 2(30) of Indian Companies Act, 2013, “Debentures includes debenture
stock, bond and any other instrument of a company, evidencing a debt, whether constituting a
charge on the assets of a company or not.”

HE

RS

Thus, debenture issued under the seal of the company is a document that acknowledges the
receipt of the loan and mentions the terms and conditions under which it has been obtained. These
conditions relate to rate of interest, period of loan and the assets pledged. Main characteristics of
the debentures is that interest on them is payable even when the company suffers loss.

G

O

YA

L

BR

OT

8. What are the various kinds of Preference Shares?
Ans. Preference Shares may be classified as follows :
(i) Cumulative and Non-cumulative Preference Shares : The holders of cumulative preference
shares are entitled to arrears of dividend on their shares to be paid out of the profits of
subsequent years, if in any year the dividend on them cannot be paid. If in a particular
year, they are not paid the dividend, they will be paid such arrears in the next year before
any dividend can be distributed among the equity shareholders. But the dividend on noncumulative shares does not accumulate if the dividend is not paid in any year.
(ii) Redeemable and Irredeemable Preference Shares : Redeemable preference shares are those
which, in accordance with the terms of their issues, will be repaid on or after certain date.
The preference shares which cannot be redeemed during the life time of the company are
known as irredeemable preference shares.
(iii) Convertible and Non-convertible Preference Shares : If the preference shareholders are
given a right to convert their shares into equity shares within a given period of time, such
shares will be known as convertible preference shares. The preference shares which cannot
be converted into equity shares are known as non-convertible preference shares.
(iv) Participating and Non-participating Shares : In addition to the two basic preferential
rights,the participating shares may carry either or both the following rights :
(a) a right to participate in the surplus profits left after paying dividend to the equity
shareholders; and (b) a right to participate in the surplus assets left after the repayment of
capital to the equity shareholders on the winding up of the company.
But non-participating shares don’t have these additional rights.
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9. What is the procedure of issue of GDR?

Issuing Co.

→

Domestic Custodian
Bank – DCB

Overseas Depository
Bank – ODB

→

HA

N

Ans. Issue Process of GDRs.
(i) First of all the company issuing GDRs hands over its shares to some Domestic Custodian
Bank.
(ii) Domestic Custodian Bank requests some Overseas Depository Bank situated in some foreign
country for issuing the shares as GDR. The process of issuing GDR can be shown in the
following Flow Chart:
(iii) Overseas Depository Bank converts the shares shown in rupees into GDR which are in U.S.
Dollar.
(iv) In the end of Overseas Depository Bank issues them to the intending investors.
→

Foreign
Investors

AS

10. What are the merits of Public Deposits in case of providing finance to the business?

Ans. Public deposits are considered as an attractive source of finance due to following advantages :

AK

(i) Simple Procedure : It is a simple method of raising finance as it does not involve legal
formalities and does not contain restrictive conditions like in case of other loan agreements.

PR

(ii) No charge over assets : The public deposits are not secured by any charge on the assets of
the company. The assets can be used as security for raising loans from other source.
(iii) Economical : It is an economical source of finance as cost of obtaining deposits from public
is generally lower than the cost of borrowings from banks and financial institutions.

RS

(iv) No loss of control : The control of the company is not diluted as the depositors do not have
voting rights.

HE

11. What is Crowd Funding? What are its main features?

BR

OT

Ans. Crowd funding is the practice of funding a project by raising small amount of money from different
people or through social media or crowd-funding websites (such as Kickstarter and Indiegogo
variety, etc.). It involves more persuading individuals to give small capital in consideration for
special reward. It has the potential to increase entrepreneurship by expanding the pool of investors
from whom funds are to be raised. These investors are beyond the traditional circle of owners
and venture capitalists.

G

O

YA

L

The main features of this crowd funding are :
(i) Crowd funding is the use of small amounts of capital from a large number of individuals to
finance a new business venture.
(ii) Crowd funding makes use of the easy accessibility of vast networks of people through social
media and crowd funding websites to bring investors and entrepreneurs together.
(iii) Certain crowd funding sites like (Lending Club) allows members to directly invest in and
borrow from each other, with the claim that eliminating the banking middleman and as a
result both sides can win in the transactions.

12. Write a note on Seed Capital.

Ans. Seed capital is the most difficult financing to obtain through external sources. Seed capital may be
defined as the financing of the project (e.g. product development) by an entrepreneur or the capital
provided to the entrepreneur by venture capital fund to ensure the feasibility of the project. For
the purpose of availing seeds capital, various concerned agencies/organisations may be contacted
by an entrepreneur.
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13. What is Discounting of Bill of Exchange? Explain by giving an example.
Ans. Discounting Bills of Exchange : Commercial banks provide short term finance to business firms
by discounting their bills of exchange. Banks charge some commission for this service of paying
a price lower than the face value of the bill of exchange. The holder of the bill of exchange is
liable to pay the amount of the bill of exchange in case it is dishonoured on maturity.

HA

N

Illustration : Suppose, ABC Co. sells goods on December 1, 2019 on credit to XYZ Co. for ` 5
lakh and gets a bill receivable payable on January 31, 2010. ABC Co. needs funds and gets the
bill discounted with Bank of Kerala ABC Co. is paid ` 4.85 lakh (` 15,000 being the commission
deducted by Bank of Baroda). On January 31, 2020 XYZ Co. does no pay the amount. ABC Co.
will have to pay ` 5 lakh to Bank of Kerala.
14. What do you mean by Venture Capital? What kind of role is played by a Venture Capitalists?

AK

AS

Ans. Venture capital is a strong foundation and structure on basis of which newly developed enterprises
are established and the capital provider and the entrepreneur become co-partners. Venture capitalist
not only provides finance through purchase of share but also participates in the management of
the business and helps in achieving increase in business.

RS

PR

Role played by Venture Capitalists : A venture capitalist plays the multiple roles of a Banker,
Development Financier and that of the Investor in the stock-market. The venture capitalist not only
provides share capital to the entrepreneur through purchase of shares but also helps in increasing
the business through his involvement in the management of the business. He not only attempts
to nurture the investment made by the entrepreneur but also attempts to increase the level of
investment.

HE

15. ‘‘As a source of finance, retained profit is better than other sources.’’ Do you agree with this
view? Give reasons for your answer.

OT

Ans. Retained profits is a portion of profit which is reinvested in business, rather than distributing it
as dividend to shareholders. This is also known as ploughing back of profits. It is an internal
source of finance. I am in favour of this source because a company does not have to pay interest
or dividend on it and it is under no obligation to repay the principal amount. Retained earnings
depend on the stability of earnings, dividend policy of the company, and growth prospects.

BR

Retained earnings has following advantages as a source of finance (any three) :
(i) These are very useful for expansion programmes, because companies can use the amount of
such earning as long as it wants.

L

(ii) No explicit cost in the form of interest, dividend or flotation cost is involved.

YA

(iii) Funds through retained earnings do not dilute the control on company, as these funds belong
to shareholders only and do not increase the number of shares.

O

(iv) An enterprise having sufficient retained earnings does not have to depend on outside agency
for meeting financial needs.

G

(v) No charge is created on assets of company for getting funds from this source of finance.

16. ‘‘Equity shares is the best source of finance for companies.’’ Do you agree? Give reasons.

Ans. No, I do not agree to the statement because they are not always a best source to invest. It has
some demerits :
(i) Issuing additional equity shares dilutes the control of existing shareholders.
(ii) The cost of issuing equity shares is not fixed and is generally high as compared to cost of
raising funds through other sources.
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(iii) Equity shares are not suitable for investors desirous of earning stable return on their
investments.
(iv) By using only equity shares, as source of finance, the company cannot get the benefit of
trading on equity.
(v) Flotation cost of issuing equity shares is high as compared to other sources of finance.
(vi) Over-utilisation of this source may create problems of over-capitalise in company.
17. Discuss two merits and two demerits of Preference Shares as a source of finance?

HA

N

Ans. The main advantages of Preference Shares are (any two) :
(i) Reasonable Safety of return
(ii) Trading on Equity
(iii) No charge on assets

AS

(iv) Repayment of principle amount, and
(v) No interference in management.

AK

Demerits/Disadvantages of Preference Shares (any two) : There are certain limitations of this
sources of finance. These are :

PR

(i) Fluctuating and low return : The preference shareholders get return only when company
is earning profit. The return on preference shares is generally low and lesser than the rate
of interest on loan. The preference shares do not attract many investors as there is assured
return.

HE

RS

(ii) Dividend is not treated as an expense : The dividend paid to preference shareholders by the
company is not treated as an expense. It is not deducted from the company before calculating
income tax. The company pays income tax on the income, which is distributed to preference
shareholders.

OT

18. What are the various sources of finance on the basis of ownership? Discuss.
OR

Discuss sources of funds on the basis of duration or period.

BR

Ans. Sources of finance on the basis of ownership.
Sources of finance : (i) owned, and (ii) owned or borrowed funds.

L

Owned funds : Contributed by owners of business, risk, capital, consist of share capital and
retained profits, invested until the dissolution of business, dividends paid out of profits as return
on capital.

O

YA

Owed or borrowed funds : External borrowings, regular payment of interest and periodical
repayment of principal amount, may be secured or unsecured, availability and costs depend upon
reputation and strength of the company.
OR

G

Sources of finance on the basis of duration or time/period.
(i) Long-term finance : Required for fixed assets or expansion programme, more than 10 years.
Fixed capital, assets not for resale, Shares, Debentures, Retained Profits, Financial Institutions.
(ii) Medium-term finance : Invested in variable working capital, ranging from 1 years to 10 years
for modernisation, special advertising campaign, etc. Redeemable Pref. shares and debentures,
public deposits, Bank loans, Financial Institutions.
(iii) Short-term finance : Upto one year, for seasonal needs : Term Credits, Bank Credits,
Installment Credit, Hire-purchase, Customers Advances etc.
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19. What is the difference between Shares and Debentures?
Ans. Difference Between Shares and Debentures (any four) :
Debentures
Debenture-holders are known as
creditors of the company.
Debenture-holders have no control
over the management of the
company.

N

Basis of Difference
Shares
(i) Status
Shareholders are known as owners of
the company.
(ii) Control
The control of the company lies in the
hands of equity shareholders.

Only redeemable preference share Debentures are generally redeemed
are redeemable. Equity shares are not on the expiry of a fixed period of
redeemable. They are paid back at the time.
time of winding up only, after settling
the claim of all the claimants.

(iv) Nature

Shares are considered as a part of Debentures are part of borrowed
owner’s fund.
fund.

(v) Right to
return on
investment

Equity shareholders have no right to Debenture-holders have legal right
get regular dividend in case of loss. to get regular interest even when
company is not earning profit.

(vi) Security

No assets of the company are Company has to mortgage some of
mortgaged as security against the its assets as a security against the
debentures.
issue of shares.

PR

AK

AS

HA

(iii) Redemption

Debenture-holders
voting rights.

do

not

get

Shareholders are the primary risk There is minimum risk in case of
bearers of the company.
debentures.

HE

(viii) Risk

RS

(vii) Voting rights Shareholders get voting rights.

OT

20. What do you mean by Shares? How many types of Shares a Company can issue?

L

BR

Ans. The capital obtained by issue of shares is known as share capital. The capital of a company is
dividend into small units called shares. Each share has its nominal value/face value. For example,
if a company issues 10,000 shares of ` 100 each, its share capital is ` 10,00,000. The person
holding the shares is known as shareholder.
There are two types of shares issued by a company :
(i) Equity Shares
(ii) Preference Shares.

G

O

YA

(i) Equity Shares : Equity Shares is a common security issued under permanent or owner’s fund
capital. Equity Shares are the most important source of raising long term capital. The equity
shares are those shares which do not carry any special or preferential rights in the payment
of annual dividend or repayment of capital. At the time of winding up also capital of equity
shareholders is returned only after every claim has been settled. Prior to the year 2,000 the
companies were allowed to issue equity shares with equal rights only.

(ii) Preference Shares : Preference Shares are those shares which get preference over equity
shares in respect to :
(a) The payment of dividend.
(b) The repayment of investment amount during winding up.
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21. What is Venture Capital? What are its features or characteristics?

HA

N

Ans. The term venture capital is made up of two words : venture and capital. Venture means a course
of proceeding for something which has uncertain results and is accompanied by risk of loss.
Capital means the resources to start business. Thus, the term venture capital means commitment
of financing resources to the enterprises having high risk and adventure or in other words, making
funds available to new venture from the very beginning stage. In broad sense venture capital can be
described as a variety of investment vehicles. It refers to long term-equity, semi-equity investment
for the formation and setting up of business, specializing in new ideas or new technologies
involving high risk but having potential for significant growth and financial returns. It has become
an important source of financing of new enterprises.
Features or Characteristics of Venture Capital

HE

RS

PR

AK

AS

On the basis of above definitions and discussion we can see the following features of venture
capital :
(i) The investments by venture capital firms are made in high technology projects or projects
using new and high technology to produce innovative goods.
(ii) An investment in venture is highly risky and chances of failures are high.
(iii) Returns on venture capital investments are not liquid. The return period is very long. The
repayment is not sure or payable on demand. Returns are possible only when the company’s
shares are sold at market price to others.
(iv) Venture capitalist does not just invest in the company but also helps building the company
as he can participate in management of the company and can give his advise from time to
time.
(v) The venture capital helps the companies in not just financing but also nurture and grow the
entrepreneur by helping him to market the products.
22. (i) Distinguish between Angel Investor and Venture Capitalist.
(ii) Write two benefits of Crowd Funding.

OT

Ans. (i) Distinction Between Angel Investor And Venture Capitalist (any two)

YA

L

BR

Basis of Distinction
Angel Investor
(i) Stage of funding
Pre Start-up stage
(ii) Amount of investment Small
(iii) Purpose of funding
To overcome pre start-up
hurdles
(iv) Degree of risk taken
Comparatively more
(v) Other assistance
Negligible

O

(vi) Representation

Venture Capitalist
Start up stage and thereafter
Large
To scale up operations

Comparatively less
High e.g. advice in IPOS
guiding strategy making, etc.
Usually, do not insist on a seat Usually, insist on a seat on the
on board of directors
company’s board of directors

G

(ii) Two Benefits of Crowd-funding are :
(a) Wide Reach : By using a crowd-funding platform like Fundable, you have access to
thousands of accredited investors who can see, interact with, and share your fundraising
campaign. It is also a more flexible method.
(b) Presentation : By creating a crowd-funding campaign, you go through the invaluable
process of looking at your business from the top level : its history, traction, offerings,
addressable market, value proposition, and more boiling it down into a polished, easily
digestible package.
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23. What is Peer-to-peer funding? What are its main Characteristics?
Ans. Peer-to-peer funding means one business firm raising funds from another business firm. The
lender can select a high-medium or low risk borrower and can earn 14-30 per cent annually on
his investment. Most firms have stringent requirements : six months bank statement, CIBIL score,
salary and tax statements to sort out borrowers into different risk categories.

N

Credit history, job stability and permanent residence are also considered. Millennials prefer P2P
funding. Lend box and I2I funding are two major P2P lending platforms. P2P lending funding is
still nascent industry. Once RBI issues guidelines for it, it can become better regulated.

AS

HA

The firm offers a principal protection option, which makes it easier for first-timers to start lending
on the network. While the majority of lenders tend to be salaried professionals looking for additional
investment avenues, there are also businessmen : some as young as 25 : who are fairly active.
Many of them come form a traditional money-lending family and use this as a more structured
and professional way of continuing with the lending business while pursuing a corporate career.
Characteristics of Peer-to-peer Funding (any three) :

AK

Peer-to-peer lending does not fit cleanly into any of the three traditional types of financial
institutions : deposit takers, investors, insurers, and is sometimes categorized as an alternative
financial service.

RS

PR

Main characteristics of peer-to peer lending are:
(i) It is sometimes conducted for profit;
(ii) transactions take place online;
(iii) no necessary common bond or prior relationship between lenders and borrowers;
(iv) lenders may often choose which borrowers to invest in, if the P2P platform offers that facility.
(v) intermediation by a peer-to-peer lending company;

HE

24. What is Term Loan? What are the sources of raising term loans? Discuss.

BR

OT

Ans. Term Loans : Generally, term loans are raised for a period ranging from three years to twenty
five years. Term loans can be raised from the following sources :
(i) Public deposits
(ii) Term loans from commercial banks
(iii) Term loans from specialized financial institutions.

YA

L

In case of public deposits, maximum period cannot exceed 36 months; deposits are free from any
charge on company’s assets; deposits are not insured by the insurance company, and normally
people deposit money in companies only during boom period. But loans from banks and financial
institutions may be for a medium-term or long-term period and can be secured or unsecured.

O

From the point of view of the company, interest on loan is a tax deductible expense which is a
benefit to the company and moreover depositors or lenders are not allowed to participate in the
day-to-day management of the company. However, the company is under obligation to pay interest
on loans as per terms of agreement and also return the loan amount when the term is over.

G

25. What is Factoring? What are its merits?

Ans. ‘‘Factoring’’ is a financial service under which the ‘factor’ undertakes to collect the client’s debt
and offers funds on the basis of accounts receivable which arise as a result of credit sales to
the buyers by the sellers. The ‘factor’ collects the service charge by way of discount or rebate
deducted from the bills. Though this concept owes its origin to the advanced countries, it can
serve an important function in India too. It is an appropriate field of diversification for the India
banks to help the sellers in choosing the buyers who seek credit terms to settle their bills.
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Merits of Factoring. As a source of finance, factoring offers the following advantages
(i) Raising funds through factoring is cheaper than through bank credit.
(ii) It provides security for a debt that the firm might otherwise be unable to realise.
(iii) It accelerates cash flow of the business firm which facilitates meeting the current liabilities.
(iv) The firm can save time in collecting the debts as the responsibility is transferred to the factor.
(v) It does not create any charge on the assets of the business firm.

N

26. Give meaning and features of GDR.

HA

Ans. Global Depository Receipts (GDRs) : Global Depository Receipts are shares of Indian companies
in foreign currencies. The Indian company gets its shares converted into GDRS, which helps in
raising the funds in foreign exchange in US dollar denomination.

PR

AK

AS

Features of GDRs (any three) :
(i) GDRs can be listed on any foreign stock exchange except America.
(ii) One GDR can represent more than one share like 1 GDR may have 2 shares or 3 shares
and so on.
(iii) The holder of GDRs can get them converted into shares,
(iv) The holder of the GDRs have no right to vote in the company.
(v) The dividend on these GDRs is paid as the dividend on shares.
(vi) GDRs are in US dollar denomination.
27. What are the advantages of GDR?

HE

RS

Ans. Advantages of GDR’s :
(i) Capital collected from the issue of GDR is in foreign currency.
(ii) The issue price of GDR is fixed on the basis of investors response.
(iii) GDR’s are easily transferable at the stock exchange.

OT

(iv) The first Indian company to issue GDRs was Reliance Industries.
B. Case Study Based Questions

[4 Marks]

YA

L

BR

1. ABC Ltd. is planning to modernise its plant with latest technology. The company is not having
sufficient money. The finance manager plans to arrange money for 3 years as after three years,
the company is expected a good return from their previous investment. The finance manager do
not want to spend flotation cost and do not want to approach stock exchange.
(i) Suggest the suitable source of finance in above case.
(ii) How can company approach public without spending on floatation cost?
Ans. (i) Public Deposits.
(ii) By giving an advertisement.

G

O

2. Rajiv fashion, a reputed garment manufacturing unit needs to find its day to day expenses like
wages, rent, maintaining stock of raw material, etc. The owner approach his raw material supplier
to give them credit for two months, so that he can get cloth for making garments without making
immediate payment. The supplier made an enquiry regarding Rajiv and found that his reputation
of giving payment is not very good. In past the lenders were not very happy.
(i) What source of finance Rajiv is trying to get in above case?
(ii) Should the raw material supplier grant credit to Rajiv fashion house?

Ans. (i) Trade Credit.
(ii) No, as his past payment record is not good and he is not enjoying good reputation.
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HA

“Globalization means integrating the economy of a country with the world economy.”

N

Globalization

Summary

O

YA

L

BR

OT

HE

RS

PR

AK

AS

Globalization is the movement of people and knowledge across international geographical borders,
cultural and linguistic barriers, etc.
Globalization has led to increased competition in business regarding product and service cost or
price, target markets, technological adaptation, etc.
Globalization has led to fluctuation in price across the globe in various areas due to increase in
competition from Multinational Corporation.
Globalization is growing interdependence of the economies and societies over each other.
Globalization is extension of the traditional pattern of international economic activity to high levels
and to new areas like technology, trade, production, finance, investment, etc., by embracing new
areas of the world.
Globalization leads to increased competition in business. The competition can be related to product
and service cost or price, target markets, technological adapation, etc.
Globalization is the ongoing process that is linking people, neighbourhoods, cities, regions and
countries much more closely together than they have ever before. This has resulted in our lives
being intertwined with people in all parts of the world via the food we eat, the clothes we wear,
the music we listen to, the information we get.
Globalization is a force that shapes our contemporary world, affecting business, environment,
and society. With globalization suppliers, corporations, and consumers are linked by information,
material, and capital flows as production processes become increasingly dispersed around the
globe.
Globalization has been taking place for hundreds of years, but has speeded up enormously over
the last half-century; however, globalization is not helping to close the gap between the world’s
poorest and the richest.
Since globalization enhances the global economic integration, is one of the largest force affecting
the world economies at the present offering both opportunities as well as threats.
Globalization, in short, points to the world effort towards making the world global community as
a one village.

G

Question Bank
SECTION A

A. Multiple Choice Questions
1. Business firm can expand it to foreign markets through:
(a) Exporting
(b) Franchising
(c) Licensing
80

[1 Mark]
(d) Any of these
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HE

RS

PR

AK

AS

HA

N

2. Which of the following is the effect of globalization?
(a) Communication through electronic means
(b) Enhanced competition resulting in improved quality of products
(c) Employment due to outsourcing and offshoring
(d) All of these
3. Licensing is one of the ways of entering of foreign market without:
(a) Capital requirement
(b) Strategic alliances
(c) Setting up wholly owned subsidiary in host country
(d) All of these
4. Which of the following is the threat of globalization?
(a) Price ﬂuctuation
(b) Job insecurity in business
(c) Both (a) and (b)
(d) None of these
5. Indian business houses started corporate restructuring program with the following essential
elements:
(a) Improving competitiveness
(b) Focusing on core business by reducing the number of companies
(c) Both (a) and (b)
(d) Neither (a) nor (b)
6. Which of the following is not the effect of globalization?
(a) Enhanced competition
(b) Rise in technology
(c) Global market
(d) Emphasize common grounds
7. Globalization can be defined as:
(a) Movement of people (labour)
(b) Movement of knowledge (technology) across geographical borders
(c) Growing interdependence of the economies and societies over each other
(d) All of these
2. (d)

3. (a)

OT

1. (d)

ANSWERS
5. (c)
6. (d)

4. (c)

7. (d)

BR

B. Very Short Answer Type Questions

[1 Mark]

1. What is globalization?

YA

L

Ans. Globalization means integrating the economy of a country with the world economy. It means
integration of countries into a global economy through free flow of capital, technology, people,
ideas, goods and services across national boundaries.
2. What are different factors that facilitate globalization?

O

Ans. The different factors that facilitiate globalization are — IT revolution, internationalization of
finance, etc.

G

3. State one reason of effect of globalization.

Ans. Enhanced competition resulting in improved quality of products, better customer service, etc.
4. State one of the way of entering foreign market without capital requirement.
Ans. Licensing is one of the way of entering foreign market without capital requirement.
5. State any one of the threat of globalization.
Ans. Globalization has led to fluctuations in price across the globe in various areas due to increase in
competition from Multinational Corporation.
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6. Give any one opportunity that globalization has brought in.
Ans. Globalization will help to restructure the production and also trade pattern in favour of labourintensive goods and technologies with reduction in capital-output ratio, the growth rate will
increase.
7. How has globalization changed the manner in which business is conducted? State one such change.
Ans. Liberalization of foreign investment.

N

SECTION B
[2 Marks]

HA

Short Answer Type Questions

O

YA

L

BR

OT

HE

RS

PR

AK

AS

1. List any two opportunities that globalization has brought in.
Ans. The following are the two opportunities that globalization has brought in:
(i) Globalisation will help to restructure the production and trade pattern in favour of labourintensive goods and technologies with reduction in capital-output ratio, the growth rate will
increase.
(ii) There will be increase in employment opportunities over a period of time. Efficiency of
banking and financial sectors will improve with the opening of these areas to foreign banks and
capital. Besides the above, globalization led to rise in technology, employment opportunities,
global market, rise in foreign investment, expansion of foreign trade, etc.
2. What is franchising?
Ans. Franchising is granting the service contract by the franchising the company regarding provision to
use brand name or trademarks in consideration for a lumpsum payment or a share of franchisee’s
profits or both.
3. What is globalization?
Ans. Globalization is rowing interdependence of the economies and societies over each other and
ongoing process of integration of different economies, societies and cultures through movement
of people, knowledge, technologies and products.
4. What is meant by strategic alliance?
Ans. Strategic alliance involves agreement of cooperation and collaboration between a multinational
company and local partner. This may range from formal joint ventures in which two or more
partners have significant and substantial relative equity stake to short-term contractual agreements.
5. Name the ways through which a business firm can expand its business in foreign market.
Ans. Business firm can expand it to foreign markets through any of the following ways:
(i) Exporting
(ii) Licensing
(iii) Franchising
(iv) Setting up wholly owned subsidiary in host country
(v) Strategic alliances

SECTION C

Long Answer Types Questions

[4 Marks]

G

1. Define globalisation.

Ans. Globalization can be defined as:
(i) An ongoing process by which regional economies, societies and cultures have becme integrated
through a globe-spanning network of communication, financial flows and trade.
(ii) Growing interdependence of the economies and societies over each other.
(iii) Movement of people (labour) and knowledge (technology) across international geographical
boarders, cultural and linguistic barriers, etc.
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(iv) The extension of the traditional patterns of international economic activity to high levels and
to new areas: technology, trade, production, finance, investment, etc., by embracing new ideas
of the world.
2. What are the effects of globalization? Give any four such effects.

AS

HA

N

Ans. The following are the effects of globalization noticed upon the business and the developing
countries:
(i) Globalization has led to increased competition in business regarding product and service
cost or price, target markets, technological adaptation, etc.
(ii) Globalization has also facilitated the rise in the level of technology used in today’s world that
has helped to excel entrepreneurial spirit at global level by exploring business opportunities.
(iii) Multinational Corporations are the result of globalization. They occupy a central role
within the process of globalization as evidenced through global direct investment inflows.
(iv) The most visible positive effect of globalization in our country is the flow of foreign capital.
A lot of companies have directly invested in developing countries by starting production units
in these countries.

AK

3. What are the nature and features of globalization?

HE

RS

PR

Ans. The main features and nature of globalization are (any four) :
(i) Reduction of trade barriers or free trade between countries.
(ii) Sourcing of factors of production from any part of the world.
(iii) Treatment of whole world as a single market.
(iv) Free flow of capital due to global financial markets.
(v) Location of production and marketing in different countries.
(vi) Global strategy, structures and management systems.
4. What are the factors facilitating globalization?

G

O

YA

L

BR

OT

Ans. The advancement in the field of telecommunications and computers facilitated the increased
interchange of data among different countries worldwide. This was further facilitated by widespread
use of internet and also advance communication tools. The IT revolution intensified the international
financial flows. Hence, the factors accelerating the pace of globalization include (any four):
(i) Information technology revolution facilitating global communication at cheap rates and high
speed.
(ii) Transportation developments and development of aviation services that facilitated traveling
faster and more frequent.
(iii) Political developments such as the fall of communism, and
(iv) Enhanced and better customer services for different people.
(v) Greater development opportunities for companies with the opening up of additional markets,
allow greater customer harmonization as a result of the increase in shared cultural values,
and provide a superior competitive position with lower operating costs in other countries and
access to new raw materials, resources, and investment opportunities.
5. Discuss the meaning and opportunities of globalization.

Ans. Globalization means integration of countries into a global economy through free flow of capital,
technology, people, ideas, goods and services across national boundaries. Globalization provides
several opportunities for and poses many threats to business. It has transformed the way business is
conducted. Dominance of multinational, liberalization of foreign investment, cut thorat competition,
globalization of markets, and globalization of production are the major changes in business scenario
due to globalisation.
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Globalization has led to increased competition in businesses regarding product and service cost or
price, target markets, technological adaptation, etc. When a company produces with less cost it is
able to increase its market share. Due to competition growth companies and foreign brands have
been compelled to improve their standards and consumer benefits which have positively affected
many people globally. The following are the other opportunities that led by globalization:
(i) Globalization will help to restructure the production and trade pattern in favour of labourintensive goods and technologies with reduction in capital-output ratio, the growth rate will
increase.
(ii) There will be increase in employment opportunities over a period of time. Efficiency of
banking and financial sectors will improve with the opening of these areas to foreign banks and
capital. Besides the above, globalization led to rise in technology, employment opportunities,
global market, rise in foreign investment, expansion of foreign trade, etc.

AS

6. What are the threats to globalization?

PR

AK

Ans. There are, however, several threats due to globalization.
(i) Globalization involves rapid movement of capital, technology and mangerial skills. It creates
great pressure for structural adjustment.
(ii) Globalization leads to tremendous redistribution of economic power and political power which
may have considerable destablising effects.
(iii) Globalization process challenges familiar assumptions, e.g. increase in productivity and
technical changes lead to more jobs and higher emoluments.
(iv) Down trend in international economic activity causes greater damage to globalized economies.

RS

7. Write a detailed note on transformation of Business by Globalization.

HE

Ans. Transformation of Business by Globalisation (any four) : Globalization has changed the manner
in which business is conducted. Some of these changes are given below:

OT

(i) Dominance of Multinationals : In several industries, global corporations occupy the dominant
position. For example, in the soft drinks industry, Pepsi and Coca-cola dominate all over the
world.

BR

(ii) Growing Competition : Globalisation has intensified competition between companies. In order
to face global competition, companies are scaling up fast through mergers and acquisitions.
For example, Tata Steel, Tata Motors, Sun Pharma and several other firms have acquired
firms in several foreign countries.

L

(iii) Liberalization of Foreign Investment : Mroe and more countries open themselves to foreign
direct investment. Even countries like China have an open door policy for foreign investment.

G

O

YA

(iv) Globalization of Markets : Companies now look the whole world as their market. For several
standardised products a global market has emerged. With the globalization of markets, earlier
practices such as selling less advanced products in less developed countries are no more used.
Firms now compete on the basis of the best combinations of price, quality, reliability and
delivery for identical products. This provides economies of large scale.
(v) Telecommunications : In order to get advantage of telecommunications coordinate and control
global business operations across the countries, firms are increasingly making use of e-mail,
video-conferencing, virtual work team, etc.

(vi) Globalization of Production : In order to minimize costs firms now manufacture wherever
there is cost efficiency. Different stages of production are located in different countries. Firms
also source goods and services from locations around the world to take the advantage of low
cost and also better quality inputs.
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E-business and Its Types

HA

“E-business is the conduct of business processes on the internet.”

Summary

AS

E-business means business transactions through electronic means such as computer networks.

E-business offfers several advantages, e.g., global reach, greater access to the customer, faster
reach, personalised service, cost reduction, innovative solutions.

AK

E-business requires a website, an online means of receiving orders, a payment gateway, a
mechanism for after-sales service, etc.

PR

Security of e-business transactions involves authenticity, integrity, confidentiality and
non-repudiability of origin and receipt.
E-business refers to conduct all the industrial and commercial activities through computer network
i.e., internet.

RS

E-commerce is a method of using electronic communications and computer technology in buying
and selling products and services on the world wide web.

HE

Transactions are exchanges that occur when one economic entity sells a product or services to
another. It takes place when a product or service is transferred across a technologically repairable
interface that links a consumer with a producer.

OT

Online transactions refer to the transactions taking place between buyers and sellers through
internet.

Question Bank
SECTION A

YA

L

BR

The transactions taking place between business and individual custumers are Business-to-Customers
(B2C).

A. Multiple Choice Questions

G

O

1. E-business includes:
(a) E-commerce
(c) Product development
2. Future of E-business in India is:
(a) Bright
(b) Dark
3. In E-business, ______________ is used.
(a) Computer
(b) Internet
4. Emergence of E-commerce took place in:
(a) 1960
(b) 1970

[1 Mark]
(b) Production
(d) All of these
(c) Normal

(d) All of these

(c) Both (a) and (b) (d) None of these
(c) 1980
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5. E-commerce/business has made the scope of business:
(a) Local
(b) National
(c) International
(d) None of these
6. E-commerce means:
(a) Engineering commerce
(b) Economic commerce
(c) Electronic commerce
(d) None of these
7. The main hindrance in E-commerce/business is:
(a) Of payment
(b) Incomplete telephone lines
(c) Both (a) and (b)
(d) None of these
8. OLX is an example of which of the following category of E-business?
(a) B2B
(b) B2C
(c) C2C
(d) Intra-B
9. Mail sent by purchase department to production department is example of which of the following?
(a) B2B
(b) B2C
(c) C2C
(d) Intra-B
10. We can move towards paperless society by using:
(a) Traditional business
(b) E-business
(c) Both (a) and (b)
(d) None of these
11. Sending quotations of supplying raw material by one businessman to another is called:
(a) B2B
(b) B2C
(c) C2C
(d) Intra-B
12. We can reach large number of customers in:
(a) Traditional business (b) E-business
(c) Both (a) and (b) (d) None of these
13. Personal inspection of goods is possible under:
(a) Traditional business (b) E-business
(c) Both (a) and (b) (d) None of these
4. (b)

RS

3. (c)
13. (a)

HE

1. (a) 2. (a)
11. (a) 12. (b)

ANSWERS
5. (c)
6. (c)

B. Very Short Answer Type Questions

7. (c)

8. (c)

9. (d)

10. (b)
[1 Mark]

G

O

YA

L

BR

OT

1. Define E-business.
Ans. E-business may be defined as conducting of the activities of industry, trade and commerce through
computer network.
2. Which is the broader term, E-business or E-commerce?
Ans. E-business
3. Mention any one transaction covered under B2C commerce.
Ans. Marketing activities like promotion
4. Mention the most common network used for E-business.
Ans. Internet.
5. Mention the functions of E-business besides E-commerce.
Ans. Production, product development, accounting, finance, inventory management, etc.
6. What kind of transactions are included under intra-B commerce?
Ans. It includes use of internet for managing interactions and dealings among various departments and
persons within a firm.
7. What do you mean by online transactions?
Ans. Online transactions refer to the transactions taking place between buyers and sellers through
internet.
8. Mention any two benefits obtained by a business firm through Intra-B commerce.
Ans. (i) Efficient inventory and cash management, (ii) Efficient handling of customers.
9. What is the relationship between E-business and E-commerce?
Ans. E-business includes in addition to e-commerce, production, inventory management, product
development accounting, finance and HRM.
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18.
Ans.

What is Intra-B commerce?
Here, parties involved in the electronic transactions are from within a given business firm.
What is E-commerce?
E-commerce means buying and selling products and services over the internet.
Mention any two transactions under Intra-B commerce.
(i) Interaction between departments; (ii) Reporting by employers.
Which is the broader term, E-business or E-commerce?
E-business.
Which is more difficult to form, traditional business or E-business?
Traditional business.
How can you say that there is a risk of threat to privacy in E-business?
Once the information is available over the internet, it becomes difficult to protect it from being
copied.
Which is the most common network used for E-business?
Internet.
What is the relationship between E-business and E-commerce?
E-business includes in addition to E-commerce, product, inventory management, product
development, accounting, finance and HRM.
For which type of goods C2C commerce is best suited?
C2C commerce is specially suitable for goods for which there is no established mechanism, like
selling used cars, books, etc.
What is that business activity called in which both the parties are customers?
C2C Commerce.
Name any two items which can be delivered through internet.
Computer software and air ticket.
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Ans. E-business
Electronic business, commonly referred to as ‘e-business’ or ‘E-business’, refers to conducting
business activities over internet or any other computer network.
In the words of Philip Kotler, “Electronic business is the general term for buying and selling
process that is supported by electronic means.”
2. Write a note on E-commerce and E-business.
OR
Write a note on E-business Vs. E-commerce.
Ans. E-business versus E-commerce
Many times, the terms ‘E-business’ and ‘E-commerce’ are used interchangeably. However, in
practice, E-business is more than just E-commerce (like business is a broader term than commerce).
E-commerce deals only with distribution of goods and services, whereas, E-business is a wider
term. E-business not only includes E-commerce, but also includes other electronically conducted
business functions like production, accounting, finance, personnel, administration, etc.
So, it can be safely stated that the scope of E-business is wider than that of E-commerce.
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3. Write two benefits of E-business.
Ans. The following are the two benefits of E-business:
(i) Direct Contact: It helps the business firm to establish direct contacts with the customers. It
allows the firm to focus on specific types of customers. Costs of intermediaries or middlemen
are saved.
(ii) Quick Response: It allows quick response to the queries of customers and other business
houses through the internet.
4. What are the resources required for E-business?
Ans. Resources required for successful E-business:
(i) Adequate computer hardware
(ii) Technically qualified and responsive workforce
(iii) Reliable system of receiving payments
(iv) Well designed website
(v) Effective telecommunication system.
5. State any three differences between E-business and traditional business.
Ans. Differences between:
(i) The physical presence of seller is essential in traditional business. There is no requirement of
physical presence of seller in E-business.
(ii) Operation of traditional business is expensive. The operating costs are generally low in the
E-business, as no assets are normally purchased.
(iii) The establishment of traditional business is difficult, while the establishment of e-business is
easy.
6. Describe briefly any two applications of E-business?
Ans. Applications of E-business:
(i) E-procurement: It is internet-based sales transactions between business firms. It includes both
online trade between a single business purchaser and many sellers, as well as between multiple
buyers and many sellers.
(ii) E-tradinig: It involves buying and selling of shares, debentures, bonds and other securities
online.
7. Name the two emerging modes of business.
Ans. The two emerging modes of business are:
(i) E-business
(ii) BPO.
8. Unique enterprise is dealing in auto spare parts. With the expansion in business the enterprise
found that the decisions are delayed and level of coordination is coming down. The CEO called
for a meeting of all the mangers. Ravi, a newly appointed manager, suggested that company
should have its own internet so that all the employees can interact and pass important information
to each other through internet. Even short meetings of different departments can be conducted
through Video conferencing to take fast action. The CEO liked the idea and installed an internet
for connecting all the employees in line.
Which branch of e-business is suggested by Mr. Ravi?
Ans. Intra-B.
9. Mr. Rajiv wants to buy a new sofa set for his house, but he did not have space to keep. He
planned to sell the old sofa through OLX, so that he can get some surplus money and space for
new sofa set. He got very good response and out of many buyers, he chooses the buyer who gave
him the best price.
(i) Which are the two parties involved in transaction mentioned in above case?
(ii) What branch of E-business is referred in above case?
Ans. (i) Customer and Customer.
(ii) C2C.
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10. What is online trading?
Ans. Online Transactions/Trading or E-business: E-business refers to shopping through internet or
online. Online opens up the whole world as one shop. With a simple click of a computer mouse
you can order any commodity from any parts of the world. The World Wide Web has expanded the
international market place which gives the customers unlimited choices. Due to online transactions
E-commerce has created a new and large space in which buyer and seller can exchange information
and also enter into business dealings.
11. Describe briefly the data storage and transmission risks in E-business.
Ans. Data stored in the system is exposed to a number of risks. The data may be hacked by the
hackers and may be modified for their own advantage. They may delete certain files or records
which may cause huge loss of revenue, time and effort. Another such risk is that of VIRUS
(Vital Information Under Siege) entering the system through e-mails, disc drives, etc. It disrupts
the functioning of the system. It can delete large data files or may even completely destroy the
system. Timely installation of anti-virus programmes can help in detection and protection against
it. Data can also be protected from hacking by using cryptography which converts the text into
unreadable format.
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1. What is the scope of E-business?
Ans. Scope of E-business: On the basis of parties involved in electronic transaction, E-business can
be classified into four directions:
(i) B2B Commerce: It involves transaction taking place between business firms.
(ii) B2C Commerce: It involves transaction taking place between business and customers.
(iii) C2C Commerce: It involves transaction taking place between two or more customers.
(iv) Intra-B Commerce: It involves interaction and dealings among various departments and
persons within the firm.
2. What are the resources required for successful E-business implementations?
Ans. Resources required for successful E-business implementation: The resources required for
successful implementation of E-business are as follows:
(i) Well-designed Website: A business enterprise must develop a comprehensive website to
communicate effectively with its online partners. Website should provide all details (about
firm’s products and services) in order to facilitate online transactions.
(ii) Adequate Computer Hardware: Business firm must procure and install computers with
necessary hardware (processor, speed, memory, etc.) to carry out expected volume of business.
(iii) Effective Telecommunication facilities: E-business requires an effective telecommunication
system in the form of uninterrupted telephone lines, optic fibre cables and internet technology,
which is capable of handling traffic on the internet.
(iv) Technically qualified manpower: There must be technically qualified manpower to handle
various aspects of online transactions (e.g., sales inquiries, order processing, payments,
delivery, etc.)
3. What are the benefits of E-business? Give any four.
Ans. The various benefits of e-business are as follows :
(i) Convenience: E-business offers the advantage of accessing anything, anywhere, anytime. It
enables the customers to shop at their own convenience at any time (24 × 7) during the day.
It enables the business firms to remain in touch with their customers, suppliers, etc. Moreover,
employees can also access to organisation network (through VPN) and can do work from any
place.
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(ii) Global Reach: With the help of a well-developed computerized networking system, the
E-business allows the seller to operate at the national as well as the global level. The buyers
and sellers from any parts of the world can interact with each other. Buyers get the freedom
to choose products from almost any parts of the world.
(iii) Speed: Information moves very fast through internet, which speeds up the process of buying
and selling. E-business needs a very less time to complete the business cycle as the entire
process is done with the click of a mouse. Some products are even delivered online, like
music, movies, E-books, etc. Through electronic funds transfer technology of E-commerce,
money can be instantly transferred.
(iv) Movement towards a paperless society: The use of internet has considerably reduced the
dependence on paperwork as most of the work is done electronically through computers. Even
the government departments and regulatory authorities have started using computers in their
workings. For example, people can file their income tax return online. It has also increased
the speed of the process of granting permissions, approvals and licenses.
What are the limitations of E-business? Write any four.
E-business suffers from certain limitations, which are as follows:
(i) Low Presonal Touch: It lacks personal touch with customers as it is conducted over the
internet. So, it is relatively less suitable mode of business, especially in products like clothes,
jewellery, etc. However, websites are becoming more and more interactive to overcome the
problem of ‘low toch’.
(ii) Incongruence between order taking/giving and order fulfillment speed (Delay in delivery):
The transactions of sale or purchase are generally finalized quickly. However, the physical
delivery of goods often takes long time. This incongruence (i.e., fast in order taking but slow
in order fulfillment) causes a lot of inconvenience to the customers. Many websites also take
unusually long time to process the order, which further frustrate the user.
(iii) People Resistance: People have a tendency to resist changes as adjustment to new technology
and new environment causes a sense of insecurity. As a result, people may resist an
organisation’s plan to enter into E-business.
(iv) Ethical Fallouts: Many firms use an electronic eye to keep track of the e-mail account,
computer files and websites used by their employees. So, this business lacks ethics as it
attacks on the privacy.
Finally, it can be concluded that most of the limitations of E-business are in the process of
being overcome. So, E-business has the potential to reshape the businesses, governance and the
economies. Therefore, we should familiarise ourselves with all the aspects of E-business. So,
despite limitations, E-commerce is the way.
What is the importance of E-business? Give any four.
E-business provides several benefits to both buyers and sellers. These are as follows:
(i) Global Market: E-commerce enables business firms to reach out to customers all over the
world who have acccess to internet. The whole world becomes, therefore, a potential market
for business enterprises.
(ii) Round the Clock Working: A website is open all 24 hours. It can take orders, keep an eye
on delivery of goods and receive payments at any time. A business firm can provide desired
information about its products and services to customers. It can also display three-dimensional
images of its products on the internet.
(iii) Customized Products and Services: Internet provides high-speed communications with
different parts of the world. Business enterprises can thus develop products to suit preference
of people residing in different countries.
(iv) Reduced Costs: With the help of E-business, business firms can reduce the cost of business
transactions. It can help reduce advertisement cost, expenses involved in exchange of
information and cost involved in carrying the goods for display.
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E-business

Traditional Business

Easy to form

Difficult to form

(ii) Operating cost Low
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(iii) Personal touch No personal touch
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in sole proprietorship and
partnership
Possible
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(iv) Physical
Not possible
examination of
goods
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Basis of difference

HA
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6. What is the nature and feature of E-business?
Ans. The main features of E-business are as follows:
(i) Buyer and seller do not meet face-to-face to enter into a transaction.
(ii) The buyer searches the seller’s website to select the product/service to be purchased. While
browsing the website, the buyer gives the payment option.
(iii) Payment may be made through credit/debit card, digital cash or electronic transfer of funds
(net banking). Payment has to be made while placing the order.
(iv) The product is delivered through courier or post. In some cases (e.g., documents like birth
certificate), it may be downloaded from the seller’s website.
7. Distinguish between E-business and traditional business.
Ans. Differences between E-business and traditional business (any four) :

no Difficult, as various legal
formalities are to be completed

Shorter, because various processes Longer, because one process
can be carried out simultaneously is carried out at one time for
example, purchase then production
then sale, etc.

BR

(viii) Length of
business cycle

Much, as Internet has
geographical boundaries

OT

(vii) Ease of
expansion

HE

(v) Setting up cost Low
High
(vi) Risk involved High risk as there is no direct Less as parties have personal
contact between the parties
interaction

(ix) Human
resource
required

Technically qualified and
professionals are required

(x) Distribution
channel

No distribution channel used as Various intermediatries such
manufacturers prefer to sell directly as wholesaler, retailers etc. are
to customers
involved

O

YA

L

IT Semi-skilled and skilled labour
required

G

8. What are the various methods of payments in E-business?
OR
What are the payment mechanism in case of online-trading?
Ans. The following are the methods of payment in E-business:
Payment Mechanism: The payment for goods purchased through online shopping may be done
in any of the following ways:
(i) Cash-on Delivery (CoD): Under this method, the buyer makes payments in cash when he
takes the physical delivery of the goods. It is the most secured method for the buyers.
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(ii) Cheque: Under this method, buyer makes the payment through cheque. Cheque is either sent
by the buyer or collected by the vendor. After the cheque is encashed, the product is delivered.
(iii) Net-banking Transfer: If the customer’s bank provides the facility of electronic fund transfer,
then the buyer can transfer money from his account to the vendor’s account. After receiving
the payment, the vendor delivers the goods.
(iv) Credit or debit Cards: These cards (popularly referred to as plastic money) are the most
commonly used medium of online payments. More than 95% of online payments are made
through such cards.
(v) Digital Cash: This form of electronic currency exists only in cyberspace. the amount needed
as digital cash has to be deposited by buyer in the bank dealing in digital cash (through cheque,
drafts, etc.) Thereafter, bank issue a special software through which buyer can draw digital
cash from his account with the bank. Digital Cash is also known as E-money, electronic cash,
electronic currency, digital money or digital currency.
9. What are the various online forms of conducting business? Explain any two.
Ans. Online forms of conducting business include:
(i) Business to consumers (B2C) : The transactions taking place between business units and
consumers are known as B2C transaction. B2C enables the business to remain in touch with
his customers on round the clock basis. B2C also gives scope for C2B transactions also i.e.,
the customers can also make use of call centres set up by companies to make toll-free calls.
Some promotion activities such as; use of music, films to attract the customers are also used
in B2C segment. B2C transactions may involve :
(a) Selling and distribution
(b) After-sale service
(c) Promotion and other marketing activities
(d) Lodging of complaints by customer.
(ii) Consumer to Consumer (C2C) : This type of e-commerce takes place between consumers.
E-bay where consumers sell their goods and services to other consumers is an excellent
example of such commerce. Pay-Pal is another good example of C2C commerce. The buyer
sends money to Pay-Pal which notifies the seller that they will hold the money for them until
the goods have been shipped and accepted by the buyer.
(iii) Business to Business (B2B) : In this case, business transactions take place between different
business firms. Business to business transaction account for a major part of total E-commerce.
An example of business-to-business category would be a company that uses a network for
ordering from its suppliers, receiving invoices and making payments. Maruti Udyog, Telco,
Bajaj Auto, Thermax, Kinetic and many other companies use B2B commerce.
B2B may be used by a manufacturer to buy raw materials, components, spare parts, etc. for
his factory. A manufacturer may sell goods online to distributors and wholesalers. Similarly,
a wholesaler may sell goods online to retailers. A business firm can place orders with its
suppliers, monitor delivery of materials and parts and make payments online. Similarly, it can
exercise, control over its dealers and monitor stock-in-transit. A customer’s specifications may
be routed to the factory and fed into the manufacturing system for customised production.
Electronic Data Interchange (EDI) technology is used to transmit purchase orders, invoices
and other commerical documents from one business firm to another.
(iv) Intra-Business (Intra-B) : Under this mode, transactions take place online between different
units or branches of a single business enterprise. For example, transaction between head office
and subsidiaries/branches, or between one subsidiary/branch and another subsidiary/branch are
intra business transactions. Customised production, efficient inventory managemnt, effective
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handling of customer’s orders have become possible due to such interactions. Virtual Private
Network (VPN) enable employes to perform work wherever they are.
(v) Business to Government (B2G) : Business firms can interact with central/state Government
online. For example, a business firm can apply online for the incorporation of a company,
registration under taxation and other laws and to take clearance under the same law. Similarly,
business firms can file their annual reports and other prescribed documents with the government
departments/ministers/agencies, etc.
(vi) Government to Business (G2B) : Government agencies and departments can interact online
with business firms. For example, government may send clearances, certificates, licenses, tax
and other notices, assessment orders, etc. to business firms.
B. Case Study Based Questions
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1. Abdul Kadir and Sunil Kumar jointly set up a firm. The business of the Firm was the production
and sale of oil and flour at a large scale. Both the partners invested a sufficient quantity of
capital. The objective of their business was to make nutritious oil and flour available to the
people. They fixed the price of their product less than that of the other competitors. Their brand
name was ‘Fulwari’. Owing to the good quality and low price, the people bought their product
quickly. The firm had divided all their business into two divisions. The first division was managed
by Mr. Sukhbir Singh. The activities done in this Division were as follows: Production, Stock
Management. The second division was managed by Mr. Rohtas Gandhi. The activities performed
in this division were as follows: Getting information about goods, Issuing orders, Taking the
delivery and Making payment. Both the divisions were performing all their respective activities
through the medium of internet. The business of the firm was gradually growing.
On the basis of the above paragraph, answer the following questions:
(i) What would you call the activities performed in the Division of Mr. Rohtas Gandhi in the
modern business vocabulary/terminology?
(ii) What collective name would you give to the activities being looked after by Mr. Sukhbir
Singh and Mr. Rohtas Gandhi?
Ans. (i) E-commerce, (ii) E-business
2. Mrs. Ranjana is the wife of late Mr. Aman Arya. She has three kids to bring up. She earns her
living by working in private school as a primary teacher. She doesn't keep much cash in her house.
She finds withdrawal of money from a bank a very tedious job and in case of need she has to
go to the bank personally to withdraw the money. When she came to know about ATM, she felt
relaxed. Now, she finds very convenient to withdraw money through ATM. She goes at any time
to ATM as it works for 7 days and 24 hours. Now, she no longer gets late for her school and is
able to give more time to her kids.
(i) Which two entities are involved in the above transaction of withdrawing money?
(ii) What is the nature of business they are into?
(iii) What are the benefits E-business is offering to her?
Ans. (i) Individual—Mrs. Ranjana (customers) and Business—Bank.
(ii) E-business (Business to customers B2C)
(iii) Convenience, round the clock service, time savings.
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Outsourcing and Its Types
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“Outsourcing can be defined as the transfer of specialized functions and the relocation of complete
operations.”
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Outsourcing is procuring a service from an outside supplier on a recurring basis. Under it the
organization’s non-core business processes are transferred to an external provider.
Outsourcing helps in improving productivity, reducing cost, focussing on core processes, improving
accountability and securing latest innovations.
Financial, advertising, courier and customer support services are often outsourced by business
enterprises.
Outsourcing means getting something from external sources rather than creating it within the
organization.
Big companies require to obtain several financial services from external sources because they
don’t possess that infrastructure and capability to perform such services.
Business firms generally depend upon advertising agencies for designing, developing and
disseminating advertisement for their products and services.
Business process outsourcing involves transferring the management of a function or service from
a company’s in-house staff to an outside service provider.
Knowledge process outsourcing (KPO) : It is outsourcing core information related business
activities that form integral-part of a company’s activities as these activities require advanced
analytical and technical skills of specialized experts.
Benefits of KPO are increase in specialized knowledge and expertise, potential for cost reduction,
shortage and absence of skilled labour, skilled knowledge and expertise is compensated, greater
ability to meet customers’ demands of shorter time to make the product, greater flexibility in
HRM and time management, etc.
The potential risks involved in knowledge process outsourcing are security issues, talent of the
concerned knowledge workers may not be certain, character of the employees of other company
cannot be ascertained, etc.
Business legal process outsourcing refers to the practice of law firms to outsource the legal support
services to another company.
Outsourcing is the latest trend in today’s business world to avail outside from your own organization
the specialized services of various kinds at competitive rates.
Customer support services are also known as after sales services provided by manufacturers,
traders and intermediaries for making sales, rendering after sales services sold by them.
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Question Bank
SECTION A
A. Multiple Choice Questions

[1 Mark]

1. Outsourcing :

N

(a) Restricts only to the contracting out of Information Technology Enabled Services (ITES)
(b) Restricts only to the contracting out of non-core business processes

HA

(c) Includes contracting out of manufacturing and R&D as well as service processes – both core
and non-core, but restricts only to domestic territory

AS

(d) Includes off-shoring.
2. A Call Centre handles :

AK

(a) Only in-bound voice based business
(b) Only out-bound voice based business
(d) Both customer facing and back-end business
3. The common name for B.P.O is :
(a) Call centre

(b) Contract centre

PR

(c) Both voice based and non-voice based business

(c) Subsidiary

(d) None of these.

(a) e-business

(b) B2B

RS

4. Getting business task accomplished from an outside agency is :
(c) B.P.O

(d) franchise

(a) Highly specialized

OT

(c) Software development only

HE

5. KPO is specialized in which type of business activities?

(b) Routine
(d) None of these

6. Out of the following which party is not involved in outsourcing?

BR

(a) The outsourced

(c) The service provider

(b) The outsourcer
(d) The outsourcing

7. Which is not the feature of B.P.O?
(b) Captive unit

(c) Contracting out

(d) Monitor.

L

(a) Non-core process

YA

8. Out of the following which service is not covered under KPO?
(a) Network Management

(b) Data Analysis

(c) Animation and Design

(d) Factoring Services

O

9. Which is not the feature of KPO?
(b) Non-core activities

G

(a) Higher end of BPO
(c) Required skilled professionals

(d) Customer support services

10. Which of the following is covered under LPO?
(a) Labour Laws
1. (d)

2. (c)

3. (a)

(b) Taxation Laws
4. (c)

(c) Corporate Laws (d) All of these

ANSWERS
5. (a)
6. (d)

7. (d)

8. (d)
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1. What is ‘Outsourcing’?
Ans. It means contracting out non-core and routine activities to outside agencies for benefiting from
their experience, expertise and efficiency.
2. Why do firms outsource?
Ans. By outsourcing a company gets benefit from the experience, expertise and efficiency of the
outsourcing firms while it can focus on other key matters.
3. Give two examples of services which may be outsourced.
Ans. (i) Advertising services (ii) Courier services.
4. Mention any two common services under BPO.
Ans. (i) Courier Services
(ii) Customer Support Services.
5. What are ‘Horizontals’ in outsourcing terminology?
Ans. Horizontals are the persons or firms which provide their services to a wider base of clients.
6. What are the ethical concerns involved in outsourcing?
Ans. While outsourcing business activities to other countries if other countries use unethical ways of
doing business then ethical concerns arise. For example, company might outsource manufacturing
of shoes to a country which use child labour in their factories. The company cannot do so in their
own country. Such an activity is considered unethical.
7. What does BPO stand for?
Ans. Business Process Outsourcing.
8. What is KPO?
Ans. Knowledge related and information related activities are carried out by a group of workers in a
subsidiary company to save cost to the holding company. On by a subsidiary, company to save
cost to the holding company.
9. What are ‘Verticals’ in outsourcing terminology?
Ans. Verticals are the persons or firms which specialize in one or two industries.
10. Name the electronic currency that exists only in cyberspace.
Ans. Digital cash.
11. What is the popular name for debit card or credit card?
Ans. Plastic money.
12. How does outsourcing help a business firm?
Ans. Outsourcing helps a business firm to concentrate on areas in which it has core competency or
strength and contracting out the rest to the outsourcing partners.
13. Why is India a preferred destination for BPO?
Ans. Because of availability of cheap manpower.

SECTION B
[2 Marks]

O

Short Answer Type Questions

G

1. Explain outsourcing of services?
OR
What do you mean by outsourcing of business activities?

Ans. Another important trend in business is ‘outsourcing’ of some of its activities. Outsourcing refers
to contracting out some of its activities to a third party which were earlier performed by the
organisation. For example, many companies have started outsourcing cleaning and security
activities to outside agencies on a contractual basis.
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Outsourcing generally involves contracting out non-core (less important) activities to specialized
service providers to take benefits of their expertise, experience and cost effectiveness and allow
managers to concentrate on their core activities.
2. What are the main features/nature of outsourcing? Write any two.
Ans. Nature or Features of Outsourcing : The main features of outsourcing are as follows :

N

(i) Outsourcing involves contracting out : Outsourcing involves contracting out an activity to
an outside specialised agency which undertakes complete responsibility to handle it using
its own manpower. For example, many companies have started outsourcing sanitation and
housekeeping functions, which were earlier performed by their in-house staff.

AS

HA

(ii) Generally, non-core business activities are outsourced : Outsourcing is generally done in
case of non-core activities, such as housekeeping or security in case of school. But, of late,
it has been extended even to some of the core activities. For example, a school may tie-up
with some computer training institute to impart computer education to its students.
3. What are the parties involved in outsourcing?

4. What do you understand by BPO?

RS

PR

AK

Ans. There are three parties involved in outsourcing. These are :
(i) The outsourced : The external agency which agrees to perform certain functions and process
is the outsourced.
(ii) The outsourcer : The outsourcer is the organization which perform as an external agency to
perform some of the functions and processes, known as outsourcer.
(iii) The service provider : The agency as individual who agrees to perform the functions/
processes is known as the service provider.

HE

Ans. Over the last decade a new type of business within service sector has become popular in the
world. It is called the Business Process Outsourcing (B.P.O.).

BR

OT

B.P.O. refers to getting a business task accomplished through an outside agency. Initially only a
few companies in United States adopted the practice of outsourcing by assigning the routine jobs
to outside agencies so that company can concentrate on critical issues without wasting time on
routine work. Later on it became popular in other countries also. Earlier companies used to hire
outside agencies to perform tasks which used to come up occasionally.
5. Write a brief note on Knowledge Process Outsourcing (KPO)?

YA

L

Ans. Knowledge Process Outsourcing (KPO) is a form of outsourcing that involves the contracting of
knowledge intensive business processes that require specialized domain expertise to a third-party
service provider.

O

Success of KPO in India : The success in outsourcing business process operations to India has
encouraged many firms to start outsourcing their high-end knowledge work as well. Cost savings,
operational efficiencies, availability of and access to a highly skilled and talented workforce and
improved quality are all underlying expectations in outsourcing high-end processes to India.

G

6. Write a note on customer support services.

Ans. Customer support services which are also known as after sales services mean and include all
such services which are provided by manufacturers, traders and intermediaries for making sales,
rendering after sales services, repair and maintenance of products sold by them. These services are
provided by the outside agencies on behalf of the company engaging their services. The companies
demand highest level of performance from these providers of customer services because image of
the company greatly depends on the quality of services.
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7. Explain the following – (i) offshoring and (ii) outsourcing.
Ans. (i) Offshoring : Offshoring denotes an outsourcing of business functions to a contractor located
in a foreign country.
(ii) Outsourcing : Outsourcing can also be defined as the transfer of specialized functions and
the relocation of complete operations.
8. What are the features of KPO?

PR

SECTION C

AK

AS

HA

N

Ans. Features of Knowledge Process Outsourcing (KPO) (any two)
(i) Knowledge Intensive : As the name suggests, KPO is knowledge based and is usually
focussed on knowledge intensive business process.
(ii) Provision of Business Expertise : Create value for the client by providing business expertise
rather than process expertise.
(iii) Analytical Thinking : It involves a shift from standardised processes to advanced analytical
thinking, technical skills and decisive judgement.
(iv) Increase in Productivity : KPO leads to increase in efficiency and productivity at less cost
in market research.

A. Long Answer Type Questions

[4 Marks]

1. What is the nature/features of outsourcing? Explain any two.

G

O

YA

L

BR

OT

HE

RS

Ans. Nature/features of outsourcing: The main features of outsourcing are as follows :
(i) Outsourcing involves contracting out : Outsourcing involves contracting out an activity to
an outside specialized agency which undertakes complete responsibility to handle it using
its own manpower. For example, many companies have started outsourcing sanitation and
housekeeping functions, which were earlier performed by their in-house staff.
(ii) Generally, non-core business activities are outsourced : Outsourcing is generally done in
case of non-core activities, such as housekeeping or security in case of school, But, of late,
it has been extended even to some of the core activities. For example, a school may tie-up
with some computer training institute to impart computer education to its students.
(iii) Processes may be outsourced to a captive unit or a third party : There are two main
forms of outsourcing the business processes :
(a) Outsourcing to the Captive Unit : A large company dealing in diverse products and
markets may create a separate unit (known as Captive Unit) to provide certain kinds of
services to the parent company. For example, Genpact (a captive BPO unit) provides
certain services to the parent company.
(b) Outsourcing to a thirty party : These hired third parties operate independently. They
can be of two types :
Horizontals : Such service providers specialize in some processes (like Human
Resource Management or HRM) and provide their services to various companies.
Verticals : Such service providers specialize in one or two industries and perform
a number of processes from non-core to core. As the service providers mature,
service providers move-simultaneously horizontal and vertical.
2. What is the concept and scope of outsourcing?

Ans. Concept and scope of outsourcing : Another important trend in business is ‘outsourcing’ of
some of its activities. Outsourcing refers to contracting out some of its activities to a third party
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which were earlier performed by the organisation. For example, many companies have started
outsourcing cleaning and security activities to outside agencies on a contractual basis.
Outsourcing generally involves contracting out none-core (less important) activities to specialised
service providers to take benefits of their expertise, experience and cost effectiveness and allow
managers to concentrate on their core activities.

N

Recently, business enterprises have started outsourcing their whole business processes, such as
payroll processing, cheque processing, etc. This is known as BPO (Business Process Outsourcing).
BPO refers to getting a business task accomplished through an outside specialist agency.

HA

Scope of Outsourcing : Outsourcing consists of four key segments : (i) Contract manufactiring;
(ii) Contract research; (iii) Contract sales; (iv) Informatics.
3. Distinguish between BPO and KPO.

AS

Ans. Differences Between BPO and KPO (any four).
BPO

KPO

(i) High level of industry or domain expertise
(ii) Non-repeatable processes need regular
learning

(iii) Low involvement with clients
(iv) Work force can go upto thousands
(v) Low hourly billing rates

(iii) High involvement with clients
(iv) Smaller work force, tighter teams
(v) High hourly billing rates

PR

RS

4. What are the limitations of outsourcing?

AK

(i) Low level of industry or domain expertise
(ii) Repeatable processes, need quick learning

G

O

YA

L

BR

OT

HE

Ans. Limitations of Outsourcing
(i) Confidentiality : In the processes of outsourcing a lot of vital information and knowledge is
shared with the service provider. If he does not maintain secrecy and confidentiality andsilently
passes on the secrets to competitors, he can harm the interest of the party which is outsourcing
its processes.
(ii) Sweat-Shopping : Many companies in the developed countries outsource their work which
requires manual skills to the developing countries. They pay lower prices for such work
because of cheap labour. This is called ‘sweat-shopping’. It is exploitation of the labour.
(iii) Ethical Concerns : Outsourcing the activities to developing countries where labour is very
cheap because of use of child and female labour and payment of comparatively less wages
to female workers as compared to male workers is really an unethical act.
(iv) Protest in Home Country : When companies outsource their activities to service providers
in other countries, they are indirectly moving the employment opportunities to the other
countries. This can lead to resentment among the people of home country, particularly if the
home country oitself is suffering from the problem of unemployment. This is happening in
the USA who is getting lot of computer software work outsourced from India. Unemployment
is increasing there.
5. What are the advantages of outsourcing?

Ans. Outsourcing enables a company to leave its non-core, routine activities to be performed by
competent external agencies. This way a company can concentrate on its core activities, i.e.,
activities for which company has maximum competence. It enables a company to focus on their
core objectives and utilise their strengths and capabilities to maximum. There is no need for a
company to recruit and train its employees to undertake non-core, routine jobs. Such jobs may be
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AK

6. What do you mean by Knowledge Process Outsourcing (KPO)?

AS

HA

N

assigned to outsourcing agencies who will do it expertly and economically. Outsourcing of certain
services to the external agencies has become popular because of the following reasons (any three)
(i) The outsourcing support services helps to increase productivity by providing access to a high
level of expertise.
(ii) The outsourcing support service provider assumes responsibility for the total process. He
provides expertise service at a fee. Hence, he is more responsible for the quality of service
provided.
(iii) The outsourcing company will be able to focus more on its core processes by outsourcing
the non-core processes.
(iv) It is much more economical to outsources such services thanto create departments within the
company to perform such services.
(v) Specialized performance of service is assured by the service provider.
(vi) Outsourcing to a service provider who is a specialist in the field adds to the success of the
business and lowers the chances of risks.

BR

OT

HE

RS

PR

Ans. Knowledge Process Outsourcing (K.P.O.) : The success of
Business Process Outsourcing (BPO) sector has encouraged
many global business to take a positive step in outsourcing
their high knowledge work. It is a form of outsourcing in
which knowledge and information related work is carried out
by workers in a different company or by a subsidiary of the
same organization, which may be in the same country or in
an offshore location to save cost. Unlike the outsourcing of
manufacturing, this typically involves high-value work carried out by highly skilled staff. KPO
firms, in addition to providing expertise in the processes themselves, often make many low level
business decisions typically those that are easily undone if they conflict with higher-level business
plans. Dr. Richard Sykes attempts to define KPO : “KPO is merely a continuation of BPO, though
with rather more business complexity”. The defining difference is that KPO is usually focused
on knowledge intensive business process that require significant domain expertise. The offshore
team serving a KPO contract cannot be easily hired overnight as they will be highly educated
and trained, and trusted to take decisions, on behalf of the client.
7. What are the features of KPO?
Ans. Features of Knowledge Process Outsourcing (any four) :

G

O

YA

L

The following are the features of KPO :
(i) It focuses on knowledge expertise instead of process expertise.
(ii) It has no pre-determined process to reach a conclusion.
(iii) It offers an alternative career path for the educated.’
(iv) It is the output of the success of BPO.
(v) It provides all non-core activities.
(vi) It is the upward shift of BPO.
(vii) It can not be treated as BPO replaced by KPO.
(viii) It increases efficiency and results in cost saving.
(ix) It involves advanced analytical thinking, technical skills and decisive judgement based on
experience.
(x) It is to create value for client by providing business expertise rather than process expertise.
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8. What is BPO? What are its features?
Ans. According to Gartner, “Business Process Outsourcing is the delegation of one or more IT enabled
business processes to a third party that owns, administers and manages the business process
according to a defined set of matrics. It involves the transfer of an organisation’s non-core or core
business processes to an external provider. It covers there sponsibility for day-to-day operation and
management of the outsourced process. In other words, BPO is the contracting out of a company’s
in house process to a preferred vendor with a high quality level in a particular task area.

PR

AK

AS

HA

N

The salient features of BPO are as under (any three) :
(i) Contracting Out : BPO involves getting some business process performed by an outside
agency. For example, a company may appoint an outside agency for security or housekeeping
of its office premises.
(ii) Non core Process : Generally, non core business processes are outsourced. For example, a
school may tie-up a cricket academy to train its students in cricked.
(iii) Third Party or Captive Unit : The agency to which an activity is outsourced is generally an
independent business firm. However, a large multinational may set up own-in-house unit to
perform core activity for its affiliates all over the world. For example, Genpact is the captive
BPO unit for providing certain services to the parent company in the United States and in
other countries.
(iv) Fees : The outsourced charges fee for performing the activity on a contractual basis.
9. What are the advantages and disadvantages of outsourcing?

G

O
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L

BR
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HE
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Ans. Advantages and Disadvantages of Outsourcing
(i) To the Outsourced:
Advantages : (a) Earning from outsourcing (b) Client network (c) use of expertise and
experience.
Disadvantages : (a) No guarantee of repeating the client (b) Staff costs and other costs
involved in outsourcing activity (c) Accountability for the quality and agreed upon goals of
the process.
(ii) To the Outsourcer :
Advantages : (a) Focus on core functions and processes (b) Reduction in cost (c) Less
investment (d) Freedom of choice (e) Access to a high level of expertise not available in
house (f) Improvement in productivity.
Disadvantages : (a) Payment of high fees (b) Risk of leakage of business secrets (c) Potential
competition from the outsourcer (d) More reward and recognition to employees transferred
to the outsourcer.
(iii) To the Service Provider.
Advantages : (a) Matrics to monitor results and document overall process improvements
(b) True cost of the process becomes known
Disadvantages : Training employees of outsourced.
10. What is Legal Process Outsourcing?
Ans. These days business firms have to attent to several legal processes concerning labour laws, taxation
laws, corporate laws, laws concerning funding, marketing, etc. No business firm has the expertise
of all the laws. Therefore, business firms outsource legal processes to law firms. Such outsourcing
is called legal process outsourcing. For example, for registration of patents, trade marks, etc. and
for protection of intellectual property rights (IPRs), a law firm specializing in IPR laws is engaged.
Similarly, to launch issues of share sand debentures, a law firm specialising in laws relating to
capital market is retained. As legal compliance matters are complex and require necessary expertise
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RS

B. Case Study Based Questions

PR

AK

AS

HA

N

and experience in laws, legal process outsourcing is becoming popular. No company can afford
to violate laws. Therefore, companies are increasingly outsourcing legal matters.
11. What are the Advantages and Disadvantages of LPO?
Ans. Advantages of Legal Process Outsourcing : The following are the advantages of legal process
outsourcing (any two) :
(i) Saving in costs : The process of LPO saves travelling time and cost of the firm.
(ii) Focus on core business : As the firm out source some less important activities to other firm,
its time and attention is saved.
(iii) Round the clock support : By outsourcing legal services to other firms in other countries,
law firms can leverage the benefit that come with size and time and can get round the clock
services.
(iv) Learning and innovation : Outsourcing countribute to learning and innovation as different
firm discuss the cases and other emerging points and learn from each other.
Disadvantages of Legal Process Outsourcing : LPO is not free from different disadvantages.
Some of them are given here (any two) :
(i) Confidentiality breaches : It is most important issue while pleading the case with others.
There are every chance of breach of confidentiality.
(ii) Conflicts of interests : There may be a problem of conflicts of interest when the other party
may have different interests.
(iii) Communication problem : On account of language and cultural barriers.
[4 Marks]

HE

1. ABC Ltd. outsources several non-core services like security services, sanitory services, courier
services to an outside agency. Whereas XYZ is outsourcing specialized service like IT services,
Financial services, Research and Development services, etc. State, giving reasons, whether the
services being outsourced by both companies are the same.

OT

Ans. No the services outsourced by ABC Ltd. are B.P.O. whereas services outsourced by XYZ Ltd.
are K.P.O.

YA

L

BR

2. The Reliance Jewellery Store does retail business of jewellery at a very large scale. This firm has
to pay a lot of attention to advertisement. The owners of the firm are aware that if they spend more
time on advertisement, some other important activities are left weak. One of the partners of the
firm suggested that if the job of advertisement is handed over to some Advertising Company, they
will be relieved of this important activity. By doing this, they will get the benefit of specialization
and their expenditure on this activity will be less also. The Firm implemented this scheme, the
results of which proved to be quite positive. Several other firms in the market also adopted this
scheme. Today, this ‘Emerging Mode of Business’ is gaining recognition.
Identify this Emerging Mode of Business and name any three other services of this type.

G

O

Ans. The name of this Emerging Mode of Business is : ‘Outsourcing of Services’. It means running the
business successfully and at the minimum cost by outsourcing the services from the organization.
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Types of Outsourcing Services : Their main types are the following : (i) Financial Services,
(ii) Courier Services, (iii) Customer Support Services.

Goyal’s ISC Business Studies Question Bank with MTP Class 12 for Semester-2 Examination

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

GO

YA

LB

RO

TH

ER

SP

RA

KA

SH

AN

Learn @ ` 1 Per Day

14

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

GOYAL
BROTHERS
PRAKASHAN

A DIGITAL LEARNING APP

TH

ER

SP

RA

KA

SH

AN

Learn @ ` 1 Per Day

GO

YA

LB

RO

www.goyal-books.com/mtpx

To
Sample
Purchase
of
To view
view
Sample
or
Purchaseor
of Books
Books
To
viewor
Sample
Purchase
WWW.goyal-books.com/mtpcx
WWW.goyal-books.com/mtpcx

of Books

www.goyal-books.com/mtpx

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

15

O

www.goyal-books.com/mtpx

To
Sample
Purchase
of
To view
view
Sample
or
Purchaseor
of Books
Books
To
viewor
Sample
Purchase
WWW.goyal-books.com/mtpcx
WWW.goyal-books.com/mtpcx

of Books

www.goyal-books.com/mtpx

Goyal’s I.C.S.E. Commercial Applications Class 10 for Semester-2 Examination

15

GOYAL
BROTHERS
PRAKASHAN

8

A DIGITAL LEARNING APP

Learn @ ` 1 Per Day

N

Business Regulators and
Intermediaries

HA

“Business has to interface with different regulators and intermediaries who have defined role to play
for business.”

AS

Summary

G
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RS

PR

AK

Regulators are the authorities constituted by the Government. They regulate the working of
specified individuals and organizations.
Regulators regulate the functioning of intermediaries which serve as a link between corporate
sector and the public. RBI, SEBI, IRDAI, FRDA, FSSAI and ISI are the regulators.
Stock Exchange, Stock Brokers, Merchant Banks, CRA, Depository Participants, Pension Funds,.
Pension Aggragators are intermediaries.
The Reserve Bank of India is the Central Bank of India. It was established in accordance with
the provisions of RBI Act, 1934.
The main function of RBI include formulation, implementation and monitoring of the monitary
policy and also Issues of Currency.
Stock exchanges are organized and regulated markets for various securities issued by corporate
sector and other institutions.
Stock exchanges allow the trading of those securities only which are listed on them. Only the
authorized persons can enter the trading ring.
“Stock exchange is an organized market through which the securities are purchased and sold in
an orderly manner.”
Over the Counter Exchange of India provides an alternative market for securities of small
companies.
National Stock Exchange of India provides marketability to securities on national basis.
Jobbers are security merchants who buy and sell securities on their own behalf and try to earn
through price changes.
Brokers are commission agents who act as intermediaries between buyers and sellers of securities.
SEBI—Objectives and Functions : SEBI was set up in 1988 to regulate the function of the
securities markets with a view to promote their orderly and healthy development, to provide
adequate protection to investors and to create an environment to facilitate mobilization of adequate
resources through the securities market.
The Objectives of SEBI are to : (i) Regulation of Stock Exchange, (ii) Protection of the interest
of the investors, (ni) Control malpractices, and (iv) Code of conduct. The functions of SEBI
arise out of its objectives. Therefore, it has three kinds of functions — 1. Protective Function ;
2. Developmental Function ; and 3. Regulatory Function.
Organisation of SEBI : A Board consisting of 9 members including Chairman, General
Supervision, direction and management vest in Board. Day-to-day functions have been divided
into various departments headed by Divisional Heads.
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Insurance Regulatory and Development Authority of India (IRDAI) was set up to protect the
interests of insurance policy holders and to regulate, promote and ensure orderly growth of the
insurance industry.

Question Bank
SECTION A
[1 Mark]

N

A. Multiple Choice Questions

HA

1. From the following who is not the regulators which serve as a link between corporate sector and
the public :
(a) RBI
(b) SEBI
(c) IRDAI
(d) CRA

AK

RS

4. The RBI was established on :
(a) April 1, 1935
(b) April 1, 1934

PR

3. Which of the following is not a function of RBI?
(a) Issues of currency
(b) Manager of Foreign Exchange
(c) Regulators and supervisor of the ﬁnancial system
(d) Depository Participants

AS

2. From the following who is not the intermediaries between corporate sector and the public
(a) ISI
(b) CRA
(c) DP
(d) Pension Funds.

(c) April 1, 1947

(d) None of these

OT

HE

5. The IRDA bill of 1999 was passed by both the houses of Parliament and was late ratified by the
president of India on :
(a) 29th Dec., 1999
(b) 30th Sept. 1999
(c) 31st March, 1999
(d) None of these

BR

6. The purpose of setting of IRDAI was :
(a) to protect the interest of insurance policy holders
(b) to regulate, promote and ensure orderly growth of insurance industry
(c) to open up insurance to the private sector
(d) All of the above

O

YA

L

7. Credit Rating Agency can be promoted by :
(a) Public Financial Institutions
(b) Scheduled Commercial Banks
(c) Foreign Banks operating in India with the approval of RBI
(d) Any one of the above
(c) government

9. Ringless trading is done in :
(a) NSEI
(c) both NSEI and OTCEI

(b) OTCEI
(d) none of these

G

8. Stock exchange protects the interest of :
(a) investor
(b) company

10. The foremost stock exchange was established in :
(a) Delhi
(b) London
(c) America
104

(d) none of these

(d) Japan
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12. The number of stock exchanges in 2019 was :
(a) 20
(b) 21

(c) 23

(d) 24

13. Legally SEBI was established in :
(a) 1988
(b) 1990

(c) 1992

(d) 1994

14. Head office of SEBI is in :
(a) Delhi
(b) Mumbai

(c) Kolkata

(d) Chennai

15. For stock exchanges the service of SEBI is :
(a) Voluntary
(b) Necessary

(c) Unnecessary

(d) Compulsory

4. (a)
14. (b)

7. (d)

HA

AS

3. (d)
13. (c)

8. (a)

AK

1. (d) 2. (a)
11. (c) 12. (d)

ANSWERS
5. (a)
6. (d)
15. (d)

B. Very Short Answer Type Questions

N

11. The first stock exhange in India was established in :
(a) 1857
(b) 1877
(c) 1887

9. (c)

10. (b)

[1 Mark]
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1. What is the role of establishing different regulators and intermediaries?
Ans. For the successful growth of business different regulators have their own role to play in the
business.
2. What is the basic functions of RBI?
Ans. The basic function of the RBI is to regulate the issue of Bank notes and keeping of reserves with
a view to securing monetary stability in India.
3. What do you mean by NBFC?
Ans. Non-Banking Financial Companies are financial institutions that provide certain types of banking
services, but do not hold a Banking License.
4. State any one facility offered by Depository system.
Ans. Electronic Settlement of trade and Dematerialization.
5. Name the Index of Bombay Stock Exchange.
Ans. It is known as SENSEX.
6. State any one function of Stock-Exchange.
Ans. Providing liquidity and marketability to existing securities.
7. Name the Index of National Stock Exchange.
Ans. It is known as NIFTY.
8. What is the full name of SEBI?
Ans. Securities and Exchange Board of India.
9. Name the form of shares in which they are stored under depository system.
Ans. It is electronic form.
10. State any one Regulatory Function of SEBI.
Ans. To register brokers, sub-brokers, transfer agents, merchant banks, underwriters, etc.
11. State any one Protective Function of SEBI.
Ans. To check unfair trade practices in connection with security market.
12. State any one Developmental Function of SEBI.
Ans. To carry on research work.
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13.
Ans.
14.
Ans.

N

State any one objective of setting up of Securities and Exchange Board of India (SEBI).
To develop and implement the code of conduct relating to security market.
What do you mean by Demat Account?
It refers to that account which is opened by the investors with the depository through a depository
participant to facilitate trading in shares.
15. What is Depository Service?
Ans. It refers to that service through which the transfer of ownership in shares takes place only by
means of book entry without the physical delivery of shares.

HA

SECTION B
Short Answer Type Questions

[2 Marks]
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1. Who are Regulators and Intermediaries? State in brief.
Ans. Regulators regulate the functioning of intermediaries which serve as the link between cooperate
sector and the public. RBI, SEBI, IRDAI, FRDA, FSSAI and ISI are regulators. Stock exchanges,
stock brokers, merchant banks, depository participants, credit rating agencies, pension funds,
pension aggregators, food processors, food packers are intermediaries.
2. Classify the following into regulators and intermediaries.
(i) State Bank of India (ii) Reserve Bank of India (iii) Bombay Stock Exchange (iv) SEBI
(v) Birla Sun Life Insurance (vi) IRDA (vii) Pension Funds (viii) PFRDA (ix) FSSAI (x) L & T
Foods (xi) 151 (xii) Food Processors
Ans. Regulators : (ii), (iv), (vi), (viii), (ix), (xi)
Intermediaries : (i), (iii), (v), (vii), (x), (xii)
3. Write a brief note on Reserve Banking of India?
Ans. The RBI is the Central Bank of India. It was established on April, 1, 1935 in accordance with the
provisions of the Reserve Bank of India Act, 1934. The basic function of RBI are to regulate the
issue of Bank Notes and keeping of reserves with a view to securing monetary stability in India.
4. What are Non-banking financial companies, or NBFCs?
Ans. Non-banking financial companies, or NBFCs, are financial institutions that provide certain types of
banking services, but do not hold a banking license. Generally, these institutions are not allowed
to take deposits from the public, which keeps them outside the scope of traditional banks. NBFCs
can offer certain banking services such as loans and credit facilities, retirement plans, money
markets, underwriting and merger functions.
5. What is Securities Exchange Board of India?
Ans. The Securities Exchange Board of India (SEBI) was established in April 1988 by order of the
government of India to regulate India’s securities market, but lacked statutory powers until 1992
when the Securities Exchange Board of India Act was passed. The core responsibility of the
board is to regulate the securities markets and protect investors’ interests SEBI was given further
statutory powers under the Depositories Act of 1996.
6. What is Depository system? Discuss in brief.
Ans. Depository system is a system where the transfer and settlement of securities take place not through
the traditional method of transfer deeds and physical delivery of securities but through the modern
system of effecting transfer of ownership of securities by means of book entry on the ledgers or
the depository without the physical movement of securities.
7. Write a note about the working of SEBI.
Ans. SEBI regulates stock exchanges, securities markets, stockbrokers, subbrokers, share transfer agents,
bankers to the issue, trustees of trust deeds, merchant bankers, underwriters, portfolio managers,
investment advisers, mutual funds, depositories, depository participants, custodians, foreign
institutional investors, and any intermediaries that are connected with the securities markets.
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8. What is a Stock Exchange?
Ans. A stock exchange is an organization which provides “trading” facilities for stock brokers and
traders to trade shares, debentures and other securities. It provides a platform where buyers and
sellers of securities issued by government, ﬁnancial institution and corporate houses etc. meet arid
where the trading of these corporate securities take place.
9. What is Credit Rating Agency?
Ans. A credit rating agency is an independent professional ﬁrm that rates the ability of person or company to pay back a loan after conducting in depth research on companies and securities issued
by them. The rating given by a credit rating agency is important because it affects the perceived
risk element incorporated into interest rates that are applied to loans.
10. What are Merchant Banks?
Ans. Merchant Bankers are institutions that provide combination of banking services with consultancy
services like project appraisal, ﬁnancial advice, restructuring of business, buying and selling of
shares at stock exchange, etc.
11. What is Bureau of Industrial Standards’
Ans. BIS is the National Standard Body of India established under the BIS Act 1986 for the harmonious
development of of goods and the activities of standardization, marking and quality certiﬁcation of
goods and and for matters connected therewith or incidental thereto.
12. What is Mutual fund?
Ans. Mutual fund is an organization that brings together a group of people and invests their money in
stocks, bonds, and other securities according to speciﬁed purpose of the fund. Each investor owns
units, which represent a portion of the holdings of the fund. In a mutual fund, the ﬁnancial risk
of the investment belongs to the investor.
13. What do you understand by sensex?
Ans. It is the benchmark of the Bombay Stock Exchange (BSE), since, BSE is a leading stock exchange
of Indian stock market, the SENSEX is an important indicator of Indian stock market.
14. What do you mean by NASDAQ?
Ans. NASDAQ, i.e., National Association of Securities Dealers Automated Questions is the OTC exchange in USA.
15. Define Stock Exchange.
Ans. Stock Exchange : A stock exchange is an institution which provides a platform for buying and
selling of existing securities.
According to the Securities Contracts (Regulation) Act, 1956, “Stock Exchange means any body
of individuals whether incorporated or not constituted for the purpose of assisting, regulating or
controlling the business of buying, selling or dealing in securities.”
16. What is a Demat Account?
Ans. Demat Account : Recently, an electronic book entry form of holding and transferring securities
has been introduced. This is called ‘dematerialization of securities’and the buyers and sellers
have to open accounts called ‘Demat Accounts’ with the designed institutions to facilitate transfer
of securities bought and sold.
17. What are the functions of SEBI? Name them.
Ans. Functions of SEBI : The SEBI performs functions to meet its objectives. To meet three objectives
SEBI has three important functions. These are :
Protective functions
Developmental functions
Regulatory functions.
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18. List two depositories registered with SEBI.
Ans. (i) National Securities Depository Limited (NSDL)
(ii) Central Depository Services (India) Ltd. (CDSL).
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19. What do you mean by insider trading?
Ans. An insider is any person connected with the company who is reasonably expected to have access
to price sensitive information (in respect of securities of company), which is not available to the
public at large. Directors, promoters, etc. are the insiders. When such directors, promoters, etc.
of the company use privileged information that they alone have to access by virtue of their being
insiders to make individual profits, it is referred to as insider trading, e.g., recent scam done by
promoters of Satyam Computers.
20. Write a brief note on IRDAI?
Ans. Insurance Regulatory and Development Authority of India (IRDAI) is the statutory and apex
body that governs and supervises the insurance industry in India. It was established under IRDAI
Act on Dec., 26 2014. It consists of one chairman, five whole time members and four part-time
members, all appointed by Govt. of India.
21. Who are Stock Brokeres?
Ans. Stock Brokers are members of a Stock Exchange. People cannot buy and sell securities on a stock
exchange. Stock Broker acts as an intermediatary between the buyers and the sellers of securities.
Any body wants to buy or sell shares, debentures and other listed securities has to do so through
stock Brokers.

A. Long Answer Types Questions

RS

SECTION C

[4 Marks]

1. What is the importance of Stock Exchange in business ﬁnance?

O
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Ans. Importance of Stock Exchange : Stock exchange is an integral part of the economy of any
country. The role played by the stock exchange is discussed as follows :
(i) Stock exchange is an organized securities market which provides sufficient marketability to
shares and debentures.
(ii) Stock exchange provides a reasonable measure of safety and fair dealing in the buying and
selling of securities.
(iii) Stock exchange is the citadel of capital market. It constitutes the prime centre through which
bulk of investment activities are conducted by individuals and institutional operators. It
facilitates the transfer of existing flow of savings into the profitable channels and increases
the flow of savings for the economic development of the country.
(iv) Stock exchange is an important agency of capital formation. It induces the public to save and
invest in the corporate sector. It provides ready and continuous market to various securities
which facilitates shifting of investments to more productive channels. Thus, the funds that are
lying idle are invested in those securities which are safer and give higher return on investment.
2. What do you understand by Demat Account? Explain the benefits of it.

G

Ans. Meaning : It refers to that account which is opened by the investors with depository participant
to facilitate trading in shares.
Advantages/Benefits (any three) :
(i) Exemption of stamp duty for dealing in shares in the electronic form.
(ii) Elimination of problems associated with transfer of shares in physical form (such as loss in
transit, theft, delays, mutilation, etc.)
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(iii) The concept of ‘odd lot’ stands abolished.
(iv) Increased liquidity through speedy settlement.
(v) Reduction in paper work.
(vi) Attract foreign investors and promoting foreign investment.
3. What are the important ingredients of a Stock Exchange?
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N

Ans. Important Ingredients of a Stock Exchange : Important ingredients of a stock exchange are the
following :
(i) Provision of the place or places for the buyers and sellers of securities or their agents for
transacting their dealings;
(ii) Existence of brokers and other intermediaries to assist their client investors in finalising their
deals;
(iii) Scope for genuine or legitimate speculation and allied transactions so as to make the market
continuously responsive to the basic forces of demand and supply; and
(iv) Framing of regulations to ensure transactions in such a manner as to avoid undue fluctuations
in the value of securities and prevent unfair dealings.
4. What are the characteristics of Stock Exchange?

HE

RS

PR

Ans. Characteristics or Features of Stock Exchange : The features of a stock exchange are as under
(any four) :
(i) It is a place where securities issued by companies, government and other authorities are
purchased and sold
(ii) Stock exchange is run by an association, organization or body of individuals
(iii) Its area of operation or geographical jurisdiction is well defined
(iv) Its purpose is to assist and regulate buying and selling in securities ; and
(v) It operates as per rules and guidelines issued by the Securities and Exchange Board of India
(SEBI).

OT

5. What was the reasons for establishment of SEBI?
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Ans. In 1980, the capital market witnessed a tremendous growth due to increasing participation of the
public. The expanding investors base and trade volume resulted in a variety of malpractices by
companies, brokers, merchant bankers, etc. such as :
(i) Unofﬁcial private placements ;
(ii) Violation of the rules and regulations of Stock Exchange ;
(iii) Unofﬁcial premium on new issues ;
(iv) Delay in delivery of shares.
(v) Non-adherence of the provisions of the Companies Act;
(vi) Rigging of prices and insider trading.

G

These malpractices eroded the confidence of investors because of multiplication of grievances.
The Government and stock exchanges were unable of redressing the problems. As a result, the
Government set up a separate regulatory body, known as Securities and Exchange Board of India
or SEBI.

6. What are the reforms introduced by SEBI?
Ans. Reforms introduced by the SEBI (any four) :
(i) Making the governing bodies more broad based.
(ii) Controlling the information to be disclosed in the advertisements for public issues.
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Introducing the registration of intermediaries.
Introduction of transparency in trading procedures.
Inspection of stock exchanges.
Regulation of merchant bankers.
Relaxation of guidelines relating to bonus issue of shares.
Permitting FII (Foreign Institutional Investors) to enter Indian financial markets after
registration with SEBI.
There is greater efficiency and more transparency in the trading procedures hi stock exchanges in
the present context and yet there is the isolated yet harmful case of Lyons Range (Kolkata Stock
Exchange) in 2001.
What is the purpose and Role of SEBI?
Purpose and Role of SEBI: SEBI was set up with the major check on malpractices and protect
the interest of investors. It needs of three groups :
(i) Issuers : For issuers it provides a market place in which they are fairly and easily.
(ii) Investors : For investors it provides protection and supply of accurate and correct information.
(iii) Intermediaries: For intermediaries it provides a competitive professional market.
What are listed Securities in a Stock Exchange?
Listed Securities : Securities that are traded on the stock exchange are known as listed securities.
A stock exchange does not permit transactions in securities of all companies, but only listed ones.
Listing of securities means the inclusion of securities permitted to be traded in the official list
of the stock exchange. The names of companies whose securities are allowed to be traded are
included in the official trade list of the stock exchange. However, Government securities do not
require to be listed.
Highlight the depository system of trading in shares.
Depository Services : The depository services originated recently in the Indian Stock Market.
Now-a-days online (scripless or paperless) trading in the shares of any company is compulsory.
To make it a success some new trading mechanism is needed. Depository service is the name of
that mechanism which makes possible the online trading in shares. Through this system transfer
of ownership in shares take place by means of book entry without the physical delivery of shares.
When a person wants to deal hi shares of any company he/she has to open an account with the
depository through a depository participant. Hence, there are four players who participate in this
system. These are the following :
(i) The Depository (ii) Depository Participants (iii) The Investor, and (iv) The issuing company.
“SEBI is the watchdog of the securities market.” Do you agree? Give reasons in support of your
answer.
Yes, I agree with this statement because :
(i) SEBI regulates business in stock exchanges and any other securities market.
(ii) It registers and regulates the working of stock brokers, sub-brokers, share transfer agents,
underwriters, etc. and other intermediaries who may be associated with securities market in
any manner.
(iii) SEBI prohibts fraudulent and unfair trade practices in securities market like price rigging and
making misleading statements.
(iv) It prohibits insider trading.
What are the functions performed by a Stock Exchange?
The functions performed by a stock exchange are as under :
(i) Ready Market: Stock exchange provides a ready market for the securities issued by various
institutions. The investors can convert their money into securities and vice versa. Stock
exchange ensures increased liquidity and ready market for the securities which enables it to
attract people who have surplus money even for a short period of time.
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(iii)
(iv)
(v)
(vi)
(vii)
(viii)

11.
Ans.
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(ii) Evaluation of Securities: Stock Exchange helps in determining the price of various securities.
The prices at which transactions take place are recorded and made public in the form of market
quotations which help the investors to know current market prices of various securities.
(iii) Mobilisation of Savings: Stock exchange helps in mobilisation of surplus funds of individuals
and cooperative for investment in popular securities. The stock brokers are always ready to
help their prospective clients with their services.
(iv) Proper Channelisation of Capital: Stock exchange directs the flow of savings into the most
productive channels. Since transactions take place freely and prices are given wide publicity,
the investors can invest their savings in those securities which are likely to give sufficient
return for a compartively longer period.
(v) Capital Formation: Stock exchange not only mobilises the existing savings but also induces
the public to save money. It gives wide publicity to its working and provides ready market
for the sale or purchase of various securities.
Write a note on Mutual Fund.
A mutual fund is set up in the form of a trust to raise money through the sale of units to the
public under one or more schemes for investing in securities as per the prescribed regulations.
Unit Trust of India (UTI) is the oldest mutual fund in India. Later on HDFC Mutual Fund, IICI
Prudential Mutual Fund, Reliance Mutual Fund, Birla Sunlife Mutual Fund other mutual funds
were established.
Mutual funds offer several types of schemes such as open-ended, close-ended, income fund, growth
fund, balanced funds, etc. Mutual funds help investors in diversifying risk, providing liquidty,
professional management, convenience and tax beneﬁts.
Mutual funds are intermediaries which work under the control of SEBI.
What are the Functions performed by SEBI?
Functions of SEBI explain (any two)
FUNCTIONS OF SEBI

Developmental
Functions

OT

Protective
Functions

Regulating
Functions

G

O

YA

L

BR

(i) Protective functions : These functions aim to protect the interest of the investors. These
include
prohibition of fraudulent and unfair trade practices like making misleading statements,
manipulation, price rigging etc;
controlling insider-trading and imposing penalties for such practices;
undertaking steps for investor protection ; and
promotion of fair practices and code of conduct in securities market.
(ii) Departmental functions : These functions aim to promote the development of the securities
market. These include
training of intermediaries of the securities market;
conducting research and publishing information useful to all market participants; and
undertaking measures to develop the capital markets by adopting a flexible approach.
(iii) Regulatory functions : These functions aim to regulate the functioning of the securities
market. These include
registration of brokers and sub-brokers and other players in the market ;
registration of collective investment schemes and Mutual Funds ;
regulation of stock brokers, portfolio managers, underwriters and merchant bankers and
the business in Stock Exchanges and any other securities market;
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regulation of take-over bids by companies;
calling for information by underiaking inspection, conducting inquiries and audit of stock
exchanges and their intermediaries;
levying fee or other charges for carrying out the purposes of the Act; and
performing and exercising such power under Securities Contracts (Regulation) Act 1956,
as may be delegated by the Government of India.
Write a detailed note on trading procedure on a Stock Exchange.
Trading Procedure on a Stock Exchange: A company’s securities can be traded on a Stock
Exchange only if they are listed or quoted on it. The trading procedure is as follows :
(i) Selecting Broker : Broker are the members of a Stock Exchange through whom trading is
done. The investor has to select a broker for trading, i.e., buying or selling of shares. Brokers
may be individuals, partnership firms or corporate bodies.
(ii) Selecting the Security : The next step is to select the security, which the person wishes to
buy or sell.
(iii) Placing an order : Investor has to place an order with his/her broker to purchase or sell his
shares/debentures. The investor must specify the quantity, time and price conditions.
(iv) Execution of order : According to the instructions of the client, the broker executes the order,
i.e., buys or sells the chosen securiry. After the deal is executed the broker will mform the
investor and issue the contract note to specify the details of security rate, commission etc.
(v) Settlement : Delivery and Payment : Generally settlement takes place in two working days.
Forward settlement is also permitted. This carry over of settlement is called ‘Badla’ settlement
and is done through an electronic book entry for transfer of shares and money through a
Demat Account.
What is the meaning and objectives of Regulators and Intermediaries?
Meaning of Regulators and Intermediaries : Regulator are the authorities constituted or appointed
by the Government. They regulate the working of speciﬁed individuals and organisations. Their
main objectives are two fold :
(i) To ensure ethical functioning of the bodies/organisations specified by the Government,
(ii) To safeguard the interests of certain sections of the society.
For example, the Securities and Exchange Board of India regulates the working of stock exchanges,
stock brokers, merchant bankers, depositories, mutual funds and credit rating agencies. Its main
objective is to protect the interests of investors.
Intermediaries are those individuals and organisations who act as the middlemen between two
different groups of economy/society. For example, stock brokers, merchant bankers, depositories,
mutual funds and credit rating agencies act as the link between the corporate sector and investors.
Distinguish between Regulators and Intermediaries.
Difference between Regulators and Intermediaries (any four) :
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Basis of Distinction
(i) Meaning

(ii)
(iii)
(iv)
(v)

Appointment
Nature
Motive
Example

Regulators
Authorities which regulate
intermediaries

Intermediaries
Middlemen between corporate
sector/business firms and
investors/consumers, etc.
Appointment by the Government Not appointed by the Government
Official agencies
Unofficial or private agencies
Social
Economic
SEBI
Stockbrokers

17. Write a detailed note on SEBI and discuss its main objectives.
Ans. Securities and Exchange Board of India (SEBI) : The government of India constituted the
Securities and Exchange Board of India (SEBI) in April 1988. Initially, SEBI was set up as an
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administrative body. In 1992, SEBI was made a statutory body under the Securities and Exchange
Board of India Act, 1992. The general superintendence, direction and management of the affairs
of SEBI are vested in a board of directors. Its head ofﬁce is located in Mumbai.
SEBI is meant to be a supervisory body for regulating and promoting the securities markets in
India. It is required to supervise and control the operations of stock exchanges, the companies
issuing securities and intermediaries such as merchant bankers, brokers, etc. It seeks to protect
the interests of investors in new and second hand securities.

YA

L

BR

OT

HE

RS

PR

AK

AS

HA

N

The main objectives of SEBI are as follows :
(i) To regulate stock exchanges and securities markets to ensure their orderly functioning.
(ii) To provide a degree of protection to the investors and safeguard their rights and interests so
that there is a steady ﬂow of savings into the market.
(iii) To regulate and develop a code of conduct and fair practices by intermediaries like brokers,
merchant bankers, etc. with a view to making them competitive and professional. Thus, SEBI
serves as the watchdog of the securities market.
18. What is a Credit Rating Agencies? What are its main functions?
Ans. A credit rating agency is a specialised institution that evaluates shares, debentures, bonds, mutual
funds, public deposits, etc. and assigns rating symbols (e.g. AAA, A+, etc.) to them. Credit Rating
and Information Services of India Limited (CRISIL), and Investment Information and Credit Rating
Agency India (ICRA) are the leading credit rating agencies in our country. The main functions of
credit rating agencies are as follows (any three) :
(i) It provides an expert assessment and an independent opinion. The assessment of risk and
return helps investors in taking investment decisions.
(ii) It analyses, interprets and summarises complex data and presents information in an easy to
understand form.
(iii) It charges nothing from investors.
(iv) It monitors the rated securities which creates discipline on the part of borrowers.
(v) Investors need not spend time and money to judge the credit worthiness of borrowers.
(vi) Rating helps to improve the public image of borrowers. They can more easily raise debt and
at lower costs.
In recent years some flaws have been noticed in the functioning of credit rating agencies.
Incompetence, competitive pressures and conflict of interests on their part may lead to inappropriate
ratings. In order to monitor and regulate the functioning of credit rating agencies, SEBI has
undertaken some measures.
19. What is Insurance Regulatory and Development Authority of India (IRDAI)? What are its
objectives?

G

O

Ans. IRDAI is the statutory, and spex body that governs and supervises the insurances industry in
India. It was established under IRDAI Act on December 26, 2014. It consists of one chairman,
five whole time members and four part-time members, all appointed by Government of India.
Objectives of IRDAI (any three) :
(i) To promote the interest and rights of policy holders.
(ii) To bring transparency and orderly conduct of financial markets dealing with insurance.
(iii) It protects the interest of policy holders.
(iv) To promote and ensure the growth of insurance industry.
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(v) To ensure speedy settlements of genuine claims and to prevent frauds and malpractices.
(vi) It issues the registration certificates to insurance companies and regulates them.
(vii) It provides license to insurance intermediaries such as agents and brokers after specifying the
required qualification and set norms/code of conduct for them.
(viii) It promotes and regulates the professional organisation related with insurance business to
promote efficiency in insurance sector.
(ix) It regulates and supervise the premium rates and terms of insurance covers.
(x) It specifies the conditions and manners, according to which the insurance companies and other
intermediaries have to make their financial reports.
(xi) It regulates the investment of policyholder’s funds by insurance companies.
(xii) It also ensures the maintence of solvency margin (company’s ability to pay out claims) by
insurance companies.
B. Case Study Based Questions

[4 Marks]

PR

AK

1. Supriya’s grandmother who was unwell, called her and gave her a gift packet. Supriya opened
the packet and saw many crumpled share certiﬁcates inside. Her grandmother told her that they
had been left behind by her late grandfather.

HE

RS

As no trading is now done in physical form, Supriya wants to know the process by adopting
which she is in a position to deal with these certificates.
(i) Identify and state the process.
(ii) Also, give two reasons to Supriya why dealing with shares in physical form has been stopped.
Ans. (i) Dematerialisation refers to the process of holding securities in electronic form.
(ii) The two problems of holding shares in physical form are as follows:

OT

(a) When the shares certificates are held in physical form, there is danger of loss or theft.
(b) There is risk of forgery, as the buyer may be delivered fake certificated.

L

BR

2. Mr. Vikas Mehra was the Chairman of IBM Bank. The bank was earning good profits. Shareholders
were happy as the bank was paying regular dividends. The market price of their shares was also
steadily rising. The bank was about to announce the taking over of ‘UK Bank’. Mr. Vikas Mehra
knew that the share price of IBM Bank would rise on this announcement. Being a part of the
bank, he was not allowed to buy shares of the bank. He called one of his rich friends Mukand
and asked him to invest ` 4 crores in the shares of his bank promising him the capital gains.

G

O

YA

As expected, after the announcement, the share prices went up by 50% and the market price of
Mukand’s shares was now ` 6 crores. Mukand earned a proﬁt of ` 2 crores. He gave ` 1 crore
to Vikas Mehra and kept ` 1 crore with him. On regular inspection and by conducting enquiries
of the brokers involved, the Securities and Exchange Board of India (SEBI) was able to detect
this irregularity. SEBI imposed a heavy penalty on Vikas Mehra.

Identify and state any two functions performed by the SEBI in the above case.

Ans. The two functions performed by SEBI in the given case are stated below:
(i) Regulatory function is being performed by SEBI: “on regular inspection and conducting
inquires of the brokers involved.”
(ii) Protective function is performed by SEBI: “The SEBI imposed heavy penalty on Mr. Vikas
Mehra.”
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Section B: Specimen Question Paper

SPECIMEN QUESTION PAPER (Solved)

HA

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

N

(For Semester - 2 Examination)
[Released by CISCE]

SECTION A – 8 MARKS

AK

Question 1

AS

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

[8]

(i) ____________ method of communication involves the use of graphs, charts, and diagrams.

PR

Ans. Formal
(ii) ____________ is also known as mercantile credit.
Ans. Trade credit

RS

(iii) Ploughing back of profit is an ____________ source of financing.

HE

Ans. Internal

(iv) As per the Companies Act, what is the minimum and maximum number of members in a Public
Limited Company?

OT

Ans. Minimum – 7 and Maximum – No Limit

(v) Which of the following types of barriers arises due to problems in language?
(b) Semantic barrier

BR

(a) Physical barrier
(c) Status barrier
Ans.

(d) Socio-psychological barrier

(b) Semantic barrier

L

(vi) State any one feature of Globalisation.

YA

Ans. Leads to competition

(vii) What is meant by Intermediary?

G

O

Ans. A person who acts as a link between people in order to try and bring about an arrangement, a
mediator is called as an intermediary.

(viii) Expand the following:
(a) P 2 P
Ans. P2P – peer to peer
(b) B 2 B
Ans. B2B – Business to Business
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SECTION B – 12 MARKS

N

Question 2
[2]
Define communication.
Ans. Communication is defined as, ”exchange of facts, ideas, opinions or emotions by two or more
persons.”
This definition indicates that communication is much more than transmitting information. It
involves giving and receiving messages and the message may contain not only facts but opinions
and emotions too.

HA

Question 3
Briefly explain grapevine vis a vis communication.

[2]

AK

This channel is more people-oriented than issue-oriented.

AS

Ans. An informal channel or network within the organisation is called as informal or grapevine
communication. It satisfies the social needs of members, leads to better human relations.
Question 4

[2]

List any two situations where a complaint letter may be written by the buyer.

PR

Ans. Complaint letter may be written when –

(i) defective or wrong goods have been sent to the customer.

RS

(ii) Delay is the execution of an order.
Question 5

HE

Define sole proprietorship.

[2]

OT

Ans. Sole proprietorship or individual proprietorship is a form of business ownership exclusively owned
and controlled by one person.
Question 6

[2]

State any two advantages of video conferencing.

BR

Ans. Advantages of video conferencing :

(i) It saves time and money involved in travelling.

L

(ii) It can be held before and after office hours.
[2]

YA

Question 7

(i) Briefly explain crowd funding.

G

O

Ans. Crowd funding is a method that involves funding a project a business venture with small
contributors from a large group of individuals, rather than seeking substantial amounts from a
small number of investors.

Benefits: Presentation, wide reach efficiency
OR

(ii) Briefly explain LPO.
Ans. LPO : Legal Process Outsourcing (LPO) refers to practice of a law firm or cooperation obtaining
legal support services from an outside law firm.
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These days business firms have to attend to several legal processes concerning labour laws,
taxation laws, corporate laws, laws concerning funding, marketing, etc. No business firm has
the expertise of all the laws. As legal compliance matters are complex and require necessary
expertise and experience in laws, legal process outsourcing is becoming popular. No company
can afford to violate laws. Therefore, companies are increasingly outsourcing legal matters.

SECTION C – 20 MARKS

N

[4]

HA

Question 8
“In spite of oral communication having no legal validity, it is the most common
method of communication.”

Give four reasons to justify the above statement.

4. Secrecy

AK

3. Immediate feedback

AS

Ans. The statement holds true as oral communication offers the following advantages –
1. Fast
2. Economical

HE

RS

PR

Question 9
[4]
Discuss any two problems that may arise due to Globalisation.
Ans. Threats due to globalisation –
(a) Globalisation involves rapid movement of capital, technology and managerial skills. Hence,
leads to great pressure for structural adjustment.
(b) Regional trading blocks and other form of international protectionism, infrastructure
bottlenecks, resource limitations, policy and procedural problems, high domestic costs,
limited R & D and marketing research, lack of experience in managing business abroad
are other major constraints on globalisation of Indian industry.

BR

OT

Question 10
[4]
Ram, a reputed, freelance journalist has been hired by a well-known newspaper Sampurna to write a
weekly column.
Justify how this arrangement benefits both, Ram and Sampurna. Give two reasons for each.
Ans. (a) Ram : (i) Time and expense involved in physical commuting (travel) and saved.

YA

L

(ii) It increases productivity.
(b) Sampurna : (i) It enables a firm to attract and retain employees who might not otherwise
be available.
(ii) Employee absenteeism and turnover and reduced.
[4]

G

O

Question 11
Explain any four roles that RBI plays as a regulator.
Ans. Role of RBI as a regulator (Explain briefly) –

(a) Government's Bank : The central bank acts as a banker, fiscal agent and advisor to the
Government. It makes and receives payments on behalf of the Government. It floats and
manages public debts for the Government. As a fiscal agent the central bank advises the
Government on matters concerning monetary and banking policies. It also serves as a
representative of the Government in international conferences on monetary and economic
matters.

(b) Controller of Credit : Commercial banks create credit by lending money. They may create
too much or too little credit. The level of credit in the country causes fluctuations in the
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price level. It becomes necessary to exercise control over credit so as to ensure stability
in the economy. The central bank exercises strict control on the credit granting capacity
of commercial banks. This is the most important function of a central bank. Credit control
is both qualitative and quantitative in nature.

HA

N

(c) Monopoly of Note Issue : Generally the central bank of a country has the monopoly to
issue currency notes. Government grants the exclusive right to the central bank to issue
notes on its behalf. In India, one rupee notes are issued by the Ministry of Finance. All
other currency notes are issued by the Reserve Bank of India. In order to inspire public
confidence in paper currency, the central bank keeps reserves of gold and silver against
the issue of notes.

AK

AS

(d) Banker's Bank : The central bank acts as a banker to all the commercial banks in the
country. As a banker’s bank, the central bank provides short-term loans and billd is counting
facilities to commercial banks. It also advises the commercial banks on various matters
relating to their business. Commercial banks are required to keep a certain proportion of
their deposits in the form of cash reserves with the central bank. These reserves enable
the central bank to exercise control over credit by commercial banks.
Question 12

[4]

PR

(i) Glory, a well-established company is listed on the stock exchange. Ramesh and Suresh want
to invest in the company. While Ramesh decides to buy equity shares, Suresh wants to buy
preference shares in the company.

BR

OT

HE

RS

Justify the decisions made by Ramesh and Suresh.
Ans. Ramesh decides to buy equity shares. Following are the benefits of equity shares –
1. No burden on earnings
2. Permanent capital
3. Higher returns
4. No charge on assets
Suresh decided to buy preference shares. Benefits include –
1. No charge on assets
2. No burden on profit
3. Flexibility
4. Trading on equity
OR

L

(ii) Mulberry Bags Ltd. is a leading manufacturer of designer handbags and there is a continuous
demand for their products. Bags and More, a retail firm is interested in buying Mulberry Bags
Ltd. products. They send an enquiry letter to Mulberry Bags Ltd. for the same.

YA

In due course, Bags and More receive its consignment from Mulberry Bags Ltd. They realise
that the order was for 100 black tote bags and 200 blue hobo bags. However, they have received
100 blue tote bags and 150 black hobo bags.

G

O

Name and explain in brief the two letters that were exchanged between the two companies after
the enquiry letter was sent and before the consignment was received.
Ans. (a) Complaint letter : In case there is any mistake like – delay in goods, defective goods,
incomplete or partial order received, a letter of complaint is issued.
In the case given in the question, this letter must be sent.
(b) Reply to complaint letter : While sending reply to a complaint, the seller should not make
an excuse. He should express regret and assure the buyer of the steps being taken to redress
the complaint. The buyer should be assured of better services in future.
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Section C: Model Test Papers

MODEL TEST PAPER 1 (Unsolved)

[Based on the Latest Specimen Question Paper released by CISCE]

HA

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

AS

SECTION A – 8 MARKS
Question 1

N

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

[8]

AK

(i) The process of communication begins when the ____________ feels the need for it.
(ii) The act of obtaining and recalling the stored message is called ____________ .

PR

(iii) ____________ investors are high net worth individuals (HNIS) who themselves have often been
entrepreneurs.
(iv) ___________ are also called as ‘self financing’ and internal method of finance.

RS

(v) Define Public Limited Co.

(vi) State any one change due to globalisation.

HE

(vii) ____________ comprises of commercial transactions between business firms and their customers.

OT

(viii) Define the Outsourcer.

Question 2
Define KPO.

BR

SECTION B – 12 MARKS
[2]
OR

YA

Question 3

L

State any two benefits of crowd funding.
[2]

Write a short note on feedback.

O

Question 4

[2]

G

Differentiate between internal communication and external communication.
Question 5

[2]

Explain :
(i) Denotation and connotation.
(ii) Words with different meanings
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Question 6

[2]

Distinguish between – a private report and a public report.
Question 7

[2]

“Sole Proprietorship is a one man show”. Explain.

N

SECTION C – 20 MARKS
Question 8

[4]

HA

Explain communication process.
Question 9

AS

‘Globalisation is a mixed blessing’. Explain.
Question 10

[4]
[4]

AK

“A formal report generally has a format’. Explain the format of the report.
Question 11

PR

Distinguish between – shares and debentures.
Question 12

[4]
[4]

“Public deposits, trade credit and bills discounting are sources of short-term finance.” Explain.

RS

OR

G

O

YA

L

BR

OT

HE

What is the meaning and objectives of Regulators as Intermediaries?
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MODEL TEST PAPER 2 (Unsolved)

[Based on the Latest Specimen Question Paper released by CISCE]

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

HA

SECTION A – 8 MARKS

N

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

Question 1

[8]

AS

(i) Interest on debentures is paid at ____________ rate.

AK

(ii) In case of ____________ deposits interest for the entire period is payable along with the principal
amount on maturity.
(iii) ____________ is the vehicle through which basic management functions are carried out.

PR

(iv) ____________ communication is faster than oral and written communication.
(v) Define Partnership.
(vi) State any one threat due to globalisation.
(viii) Define the outsourced.

RS

(vii) Government support in E-business is ____________ .

HE

SECTION B – 12 MARKS

OT

Question 2
Define BPO.

[2]

OR

BR

State any two features of debentures.

[2]

Question 4
Differentiate between – Gestural and Visual communication.

[2]

Question 5
Explain –

[2]

O

YA

L

Question 3
State any two disadvantages of oral communication.

(i) Faulty translation

G

(ii) Unclassified assumptions

Question 6
State any two characteristics of a business report.

[2]

Question 7
What is a Private company?

[2]
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SECTION C – 20 MARKS

Question 8
Explain the elements of communication process.

[4]

Question 9

[4]

State any four transformation of business by globalisation.
[4]

N

Question 10
Discuss any four essentials of a good report.

HA

Question 11
Distinguish between – equity shares and preference shares.

AS

Question 12
State the functions of factoring.

[4]

AK

OR

[4]

G

O

YA

L

BR

OT

HE

RS

PR

Explain any two types of reports.
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MODEL TEST PAPER 3 (Unsolved)

[Based on the Latest Specimen Question Paper released by CISCE]

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

HA

SECTION A – 8 MARKS

N

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

Question 1

[8]

AS

(i) ____________ means the special language and technical words used in a particular profession,
(ii) Use of verbs instead of ____________ helps to make the message simple and clear.

AK

(iii) ____________ is a financial service which is rendered by the specialised person.

(v) How is e-mail different from video conference?

(vi) State any one threat to globalisation.

RS

(vii) Give the full form of C2C.

PR

(iv) What is minimum paid up share capital required for private company?

(viii) State any one advantage of outsourcing.

OT

[2]

Question 4
List out seven ‘C’s of communication.

[2]

Question 5
What is a non-statutory report?

[2]

Question 6
Write any two benefits of crowd funding.

[2]
[2]

YA

L

Question 3
Distinguish between—formal and informal communication.

BR

[2]

O

Question 2
Define Video conferencing.

HE

SECTION B – 12 MARKS

G

Question 7
Write a short note on KPO.

OR

Define public deposit.

SECTION C – 20 MARKS
Question 8

[4]

Explain organisational barriers.
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Question 9
Give any one opportunities created by globalisation.

[4]

Question 10

[4]

Distinguish between – Informational and Interpretative report.
Question 11

[4]

Explain Peer to peer lending.
[4]

N

Question 12

HA

What are the advantages and disadvantages of debentures.
OR

G

O

YA

L

BR

OT

HE

RS

PR

AK

AS

Imagine that you are a regional sales officer for a consumer durable. Your company requires you to
submit a quarterly sales report. Use imaginary data and draft the report.
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MODEL TEST PAPER 4 (Unsolved)

[Based on the Latest Specimen Question Paper released by CISCE]

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

HA

SECTION A – 8 MARKS

N

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

Question 1

[8]

AS

(i) When a message can mean more than one thing it is said to be ____________ .
(ii) ____________ means a friendly and helpful behaviour towards others.

AK

(iii) ____________ refers to raising small amounts of capital from a large number of individuals to
finance a new business venture, specific project or social cause.

PR

(iv) What is the minimum number of directors required in a public company?
(v) What is feedback?

(vii) Give the full form of B2C.

HE

(viii) State one need for outsourcing.

RS

(vi) Define Globalisation.

SECTION B – 12 MARKS

OT

Question 2
Question 3

[2]

BR

Define E-mail.

[2]

State any two advantages of formal communication.
[2]

L

Question 4

YA

What is dictaphone?
Question 5

[2]

O

Give two advantages of having an ‘appendix’ in a report.
[2]

G

Question 6

Define Bills of Exchange.
Question 7

[2]

Name the parties involved in outsourcing.
OR
Define GDR.
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SECTION C – 20 MARKS

Question 8
Write a short note on –

[4]

(i) Distrust
(ii) Status and fear
Question 9

[4]

HA

Question 10

N

“Globalisation has transformed the way business is conducted”. Explain.
Distinguish between – Routine and special report.

AS

Question 11
State the functions of factoring.

AK

Question 12

[4]
[4]
[4]

G

O

YA

L

BR

OT

HE

RS

Reproduce a specimen format of an enquiry report.

PR

What are the advantages and disadvantages of public deposits.
OR
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MODEL TEST PAPER 5 (Unsolved)

[Based on the Latest Specimen Question Paper released by CISCE]

Answer all questions in Section A, Section B and Section C.
The intended marks for questions or parts of questions are given in brackets. [ ]

HA

SECTION A – 8 MARKS

N

Maximum Marks: 40
Time allowed: One and a half hour
(Candidates are allowed additional 10 minutes for only reading the paper.)

Question 1

[8]

AS

(i) ____________ is a virtual meeting between people seated in different states or countries.

(iii) ____________ shares carry no preferential rights.

AK

(ii) ____________ is the cheapest and quickest means of transmitting messages.

(iv) Sole proprietorship is owned and controlled by ____________ person.

PR

(v) Name types of vertical communication.
(vi) Define globalisation of production.
(viii) State any one advantage of KPO.

RS

(vii) Give the full form of B2B.

HE

SECTION B – 12 MARKS

OT

Question 2
Define formal communication.

[2]
[2]

Question 4
What is meant by face to face communication.

[2]

Question 5
Briefly explain routine report.

[2]

YA

L

BR

Question 3
State any two disadvantages of vertical communication.

[2]

Question 7
State two features of KPO.

[2]

G

O

Question 6
What is the procedure of issuing GDR?

OR

Define venture capitalist.

SECTION C – 20 MARKS
Question 8
Why should a communication be precise and brief while communicating?

[4]
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Question 9

[4]

Describe the features of globalisation.
Question 10

[4]

Distinguish between – special report and periodic report.
Question 11

[4]

Explain types of crowd funding.
[4]

N

Question 12

HA

What are the advantages and disadvantages of equity shares.
OR

AK

ANSWERS TO MODEL TEST PAPERS
Model Test Paper 1

AS

Suggest the format of a report on sales that you would like to submit to top management.

Question 1
(i) Sender
(iv) Retained earnings

RS

PR

(ii) Retrieving
(iii) Angel
(vii) B2C – Business to consumer

Model Test Paper 2
Question 1
(i) fixed
(iv) Gestural

(iii) communication

OT

HE

(ii) cumulative
(vii) High

Model Test Paper 3

YA

L

BR

Question 1
(i) Jargon
(iii) factoring

G

O

Question 1
(i) ambiguous
(iii) crowd funding

Question 1
(i) Video conferencing
(iii) equity

128

(ii) noun
(iv) one lakh rupees

Model Test Paper 4
(ii) courtesy
(iv) Private co.

Model Test Paper 5
(ii) e-mail
(iv) one
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