BUSINESS STUDIES

Time allowed : 3 hours Maximum Marks: 100
e A
General Instructions:
1.  Answer to questions carrying 1 mark may be from one word to one sentence.
2. Answer to questions carrying 3 marks may be from 50 - 75 words.
3. Answer to questions carrying 4 - 5 marks may be about 150 words.
4. Answer to questions carrying 6 marks may be about 200 words.
5. Attempt all parts of question together.
. J
QUESTION PAPER CODE 66/1/1
1.  Listanytwoorganisationa objectivesof management. 1

2. Giveanyonereason why principlesof management do not provide readymade
solutionto al manageria problems. 1

3. VolvoLltd. starget isto produce 10,000 shirts per month at aCost of Rs. 100/- per
shirt. The Production Manager achieved thistarget at acost of Rs. 90/- per shirt.
Doyouthink the‘Production Manager’ iseffective? Give onereason in support of

your answe. 1
4.  Statetheobjectiveof ‘Method Study’. 1
5. Giveanyonelimitation of interna sourcesof recruitment. 1

6.  Namethemethod of traininginwhich trainees|earn onthe equipmentsthey will be
usng. 1

7. Namethefinancid decisonwhichwill hepabusinessmanin opening anew branch
of itsbusiness. 1

8. “Codof debt” islower thanthe cost of “ Equity share capital”. Givereasonwhy
even then acompany can not work only with the debt. 1
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10.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

WhichAct of Consumer Protection providesfor theformation of * Consumer Pro-
tection Councils' inevery district and the State of the country?

Why consumer protection isimportant for consumers? Giveanyonereason.
Whatismeant by ‘ Planning’ ?List any two featuresof planning.
Explain by giving any threereasonswhy del egation isimportant in an organisation.

Explainwhen and why the need isfdt for having aframework, within which mana-
geria and operating tasks are performed to accomplish desired goals. Namethis
‘framework’ aso.

Explainthefollowing money market insruments:
(@ TressuryBIll
(b) Commercia Paper

What ismeant by ‘ Production concept’ of marketing?
Explain“Policy” and“ Procedure” astypesof plans.

AyashalL td., assured their employeesthat inspite of recession noworker will be
retrenched from thejob.

() Nameandexplainthetypeof incentive offered to theemployees.

(i)  Explanonemoreincentiveof the samecategory.
Explain themeaning and the objective of Financial Management.
State any four advantagesof formal organisation.

Explainthefollowing‘Rights of Consumers:
() RighttoSafety
(i) RighttoChoose

Is*management’ afull fledged ‘ profession’ ? Giveany threereasonsin support of
your answer.
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22.

23.

24,

25.

26.

27.

28.

29.

()  Nameand explainthe principle of management which requiresjudicious
application of penaltiesby the management.

@)  Nameand explain thetechnique of scientific management which helpsin
establishinginterchangesbility of manufactured partsand products. 2%+ 2%=5

Explainany fiveimpactsof Government Policy changeson Businessand Industry
inlndia S

Stateany fivefunctionsof ‘ Stock Exchange' . 5

‘ Animportant task in the marketing of goodsrel atesto designing thelabel asit pro-
videsuseful and detail ed information about the product.’

Inthelight of the above statement draw alabel for a‘liquid soap’ and highlight the

important informationto be provided onit. 5
Explaintheprocessof &ffing. 6
OR

Explainthe process of selection of employees.

‘Moativation playsanimportant rolein the successof management.” Explainany four

pointsof importance of motivationinthelight of the statement. 6
OR

“Manageria functions cannot be carried out without an efficient system of

communication.” Doyou agreewith thisstatement? Giveany four reasonsin support

of your answer.

Explaintheprocessof controlling. 6
OR

Explain any four pointshighlighting theimportance of controlling.

What ismeant by Dividend decision? Stateany four factorsaffecting the Dividend

decison. 6
OR

What ismeant by Financing decision? State any four factorsaffecting thefinancing

decison.
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30.

10.

12.

Namethat e ement of marketing-mix which affectsthe revenueand profitsof afirm.
Explainany fivefactorswhich helpindetermining thiselement.

OR

‘Generally consumersprefer to buy goodsdirectly fromthe producersbut itisnot
alwayspossible’” Givereasons, why isit so by explaining four different factors
responsible forthis.

QUESTION PAPER CODE 66/1
List any two personal objectives. of management.
Giveanyonereasonwhy principlesof management arenot rigid prescriptions.

Hero Ltd’starget isto produce 10,000 shirts per month at acost of Rs. 150 per
shirt. The Production Manager could achievethistarget at acost of Rs. 160 per
shirt. Do you think the Production Manager is' effective’ ?Givereasonin support
of your answer.

Statethe objectiveof ‘Motion Study’.
Giveanyoneadvantage of internal sourcesof recruitment.

Namethe method of training in which thetraineelearnsunder the guidanceof a
master worker.

Nameany two essential ingredientsof sound working capital management.

‘Cost of debt’ islower thanthe' cost of equity sharecapita’ . Givereasonswhy even
then acompany cannot work only with the debt.

WhichAct of consumer protection provides safety to consumersagainst deficient
services?

Why isconsumer protection important for businessmen? Give anyonereason.
Defineplanning. List any twolimitationsof planning.

Explain by giving any threereasonswhy decentralisationisimportant in an organi-
sation.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Explainwhenandwhy theneedisfdt for having aframework withinwhich manageria
and operating tasksare performed to accomplish. desired god's. Namethisframework
aso.

Explainthefollowing money market instruments:

(@ Cetificateof deposit

(b) Cdlmoney

What ismeant by ‘ Product concept’ of marketing?

Explain‘ Objectives and ' Strategy’ astypesof plan.

BlueBirdsLtd. offerstoitsemployeestoissuesharesat apricewhichislessthan
themarket price.

() Nameandexplainthetypeof incentive offered to theemployees.

(i)  Explanonemoreincentiveof thesamecategory.

Explanthemeaning of Financial Planning. Why isitimportant? Give any two
reasons.

State any two advantages and any two limitationsof informal organisation.

Explainthefollowing‘Rights of consumers:

() Righttobeheard

(i) Righttoseek redressal

“Artisconcerned with personal application of knowledge.” Inthelight of this

satement compare all the features of art with management and provethat itisan
art.

()  Nameand explainthe principle of management in which workersshould be
encouraged to develop and carry out their plans for improvementsin the
organisation.

@)  Nameand explainthetechnique of scientific management which helpsin
eliminating unnecessary diversity of productsand thusresultsin saving cost.
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23.

24,

25.

26.

27.

28.

29.

Explain by giving any fivereasonswhy understanding of BusinessEnvironmentis
important for managers.

State any fivemethods of floating new issuesinthe primary market.

“Animportant task in the marketing of goodsrelatesto designing thelabel asit
providesuseful and detailed information about theproduct.” Inthelight of theabove
Statement draw alabel for apacket of *juice’ and highlight theimportant information
tobeprovidedonit.

Explain‘ gaffing’ asafunction of management. Also explain by giving any four reasons
why proper staffingisrequiredin an organisation.

OR
Explainthe process of selection of employees.

“Leadershipisakey factor in making any organisation successful.” Doyou agree
with thisstatement? Give any four reasonsin support of your answer.

OR

“Every actionintheorganisationisinitiated through directing.” Explainany four
pointsof importanceof directinginthelight of thisstatement.

Explain the meaning of ‘ Budgetary Control’. Why isit considered animportant
techniqueof controlling?

OR

Explainany four pointshighlighting theimportance of controlling.

What ismeant by ‘ Financing Decision’ ? State any four factors affecting thefinanc-
ingdecison.

OR

What ismeant by ‘ Capital Structure’ ? Stateany four factors affecting the choice of
capital structure.
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30.

Nametheelement of marketing mix which affectstherevenueand profitsof afirm.
Explainany fivefactorswhich helpindetermining thiselement.

OR

“Generaly consumersprefer to buy goodsdirectly from the producersbut it isnot
awayspossible.” Givereasonswhy itisso, by explaining four different factors
responsiblefor this.
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Marking Scheme— Business Sudies

General Instructions

1.

10.

Themarking scheme carries only suggested val ue pointsfor the answer. Theseare only
guidelinesand do not constitute the complete answer. The students can havetheir own
expression and if the expressioniscorrect, the marks be awarded accordingly.

Some of thequestionsmay relateto higher order thinking ability. These questionswill be
indicated to you separately by astar mark. These questionsareto be evaluated carefully
and the studentsunderstanding / analytical ability may bejudged.

Evauationisto bedone asper instructions provided in the marking scheme.

If aquestion has parts, please award marks on theright hand side for each part. Marks
awarded for different partsof the question should then betotalled up and writtenin thel eft
hand margin.

If agquestion does not have any parts, marks be awarded in theleft hand margin.

If acandidate has attempted a question twice, marks obtained in the question attempted
first should be retained and the other answer should be scored off.

In questionshaving options, if an examinee attempts both the options, assessthe choice
attemptedfirgt.

Inaquestion. if two features/ characteristics/ points are asked but an examinee writes
morethantwo features/ characteristics/ points, say five, of whichfirstiscorrect, secondis
incorrect, thefirst two should be assessed and the remaining should beignored.

It isexpected that the marking scheme should befollowed objectively to ensure quality
evaluation, For instance. if an examinee scores 30 marks, his/ her mark should not be
inflated to 33 smply to passhinv/her.

Marks should be awarded keeping in view thetotal marksof aparticular question and not
the total marks of the question paper. For example. if one mark is given to a3 marks
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guestion evenif nothingiscorrect, then that one mark constitutes 33% of thetotal marks
for thisanswer.

11. Afull scaleof marks1-100 hasto beused. Pleasedo not hesitateto award full marksif the
answer deservesit. Similarly. wherever an examinee writesan answer up tothemark, hig/
her marks should not be deducted unnecessarily.

J
QUESTION PAPER CODE 66/1/1
EXPECTED ANSWERS/VALUE POINTS

Q. Listanytwo organisational objectivesof management. Y2x 2=1mark
Ans.  Organisational objectivesof management are:

(Any two):

-Survivd

-Profit

-Growth

Q. Giveanyonereason why principlesof management do not provide
readymade solution to all managerial problems. 1mark

Ans. Principlesof management do not providereadymade solutionto dl managerid
problemsbecause principlesprovide genera guidelinesto managerswhereas
real businesssituationsarevery complex and dynamic.

Q. Volvo'sLtd.targetisto produce 10,000 shirtsper month at acost of Y2mark for
Rs. 100 per shirt. The production manager achieved thistarget at a agreeing +
cost of Rs.90 per shirt. Do you think the production manager is Yamark for
effective? Give onereason in support of your answer. thereason

Ans. Yes, the production manager iseffective because he hasbeen ableto achieve =2t
thetarget. =1mark

Q. Satetheobjectiveof method study. Imark

Ans. theobjective of method study isto find out one best way of doing thejob.
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10

Ans,

Ans.

Ans,

Ans.

Ans,

Ans.

Giveanyonelimitation of inter nal sour ceof recruitment. 1mark

Limitationsof internal sourceof recruitment (Any one):

1.  Dangersof inbreeding by stoppinginfusion of new talent.

2.  Employees may become lethargic if they are sure of time bound
promotions.

3. Limited choice.

4.  Lack of competition amongst employees.

5.  Freguent transfersof employeesmay reduce productivity.

Namethemethod of trainingin which thetraineeslearn on the equip-

mentsthey will beusing. 1mark
Vedtibul€ training.

Namethefinancial decison which will help thebusinessman in opening

anew branch of itsbusiness. 1mark
Investment decision! Fixed Capital decision/ Capital budgeting decision.

“Cost of debt islower than the cost of equity Share capital”. Give

reason why even then a company cannot wor k only with debt. 1mark
A company cannot work only with debt because acompany cannot beformed

or exist without equity.

Which Act of Consumer Protection providesfor theformation of
‘Consumer Protection Councils’' in every district and State of the
country? 1mark

Consumer ProtectionAct, 1986.

Why isconsumer protectionimportant for consumer s? Giveanyone

reason. Yamark for
Consumer protection isimportant for consumersbecause of (Anyone): heaing + 2
mark for
1.  Consumer Ignorance. explanation
2. Unorganized consumers. =1mark

3. Widespread exploitation of consumers.
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12

Q.

Ans,

Ans,

(if an examinee has not given the headings as above but has
given thecorrect explanation, full credit should begiven)

What ismeant by planning? List any two featur esof planning.

Panning means setting objectivesfor agiventimeperiod, formulating various
courses of action to achieve them and then selecting the best possible
aternativefrom among thevariouscoursesof action available.

OR
Planning isdeciding in advancewhat to do, how to do, whentodoandby 2 marksfor
whomitisto bedone. definition +
(or any other correct meaning) (_1/2 mar for
limitation %2
Featuresof planning are: (any two) Xx2=1)=2
Planning focuseson achieving objectives. +1=3
marks.

N oo g &~ 0w N PF

Panningisaprimary function of management.
Panningispervasive.

Panningiscontinuous.

Panningisfuturigtic.
Panninginvolvesdecisonmaking.

Planningisamental exercise.

Explain by giving three reasons why delegation is important in an
organisation.

Delegation isimportant in an organisation becauseit leadsto: (Anythree)  Ysmark for

1
2
4.
5
6

Effectivemanagement. heading + %2
mark for
Employeedevel opment. explanation
Growthfacilitation. =1x3=3
marks

Better co-ordination.

Creation of management hierarchy.

(if an examineehasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)
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13

14

Ans,

Ans.

Explain when and why the need isfelt for having aframework, within
which managerial and operating tasks are performed to accomplish
desired goals. Namethis‘framework’ also.

(@& Theframework’ iscalled organisational structure. 1mark for
(b) Itisrequired: (any one) namingthe
o o _ framework
1.  Whenanorganisationgrowsinsizeor complexity +1mark for
2. When an organisation is new, the structure is required after when
planning but beforetaffing. required +
o _ ) _ _ 1mark for
(©) Organisation structureisrequired becauseit helpsin: (Any one) why
1.  Claity inworkingreationships. required
2. Adaptationto change. =1+l
=3marks
3.  Effectiveadminigration.
4.  Expangonand growth.
5. Optimum utilisation of resources.
6.  Better co-ordination.
7. Smoothflow of communication.
8.  Better control over the operationsof the business.
Explain thefollowing money mar ket instruments:
(@ Treasuryhill
(b) Commercial Paper.
Treasury bill
Itisaninstrument issued by Reserve Bank of Indiaon behaf of the Central
government to meet itsshort term requirementsof funds. Itishighly liquid, has
assuredyield and negligiblerisk of default. 1¥%2x 2
Commercial Paper
Itisaninstrument issued by large and creditworthy companiesto raise short
termfundsat lower rates of interest than the market rates. It isan unsecured,
negotiabl e promissory note with afixed maturity period. =3marks
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15

16

17

Q.

Ans.

Ans.

Ans,

What ismeant by production concept of marketing?

° Production concept emphasi sesthat profits could be maximised by pro-
ducing at large scale, thereby reducing the average cost of production.

e  Avallability and affordability of the product are considered to bethe
key to success of afirm according to this concept.

Explain policy and procedureastypesof plans.

Palicy: Policiesisagenera guiddinewhich bringsuniformity indecisonmaking
for achievement of predetermined objectives.

A manager may use his-discretion to interpret and apply apolicy.

Procedure: It consists of routine stepson how to carry out activities. It details
the exact manner inwhich any work isto be performed.

It specifiesthe stepsin achronological order.

Ayasha Ltd. assured their employees that inspite of recession no
wor ker will beretrenched from thejob.

() Nameand explain thetypeof incentiveoffered totheemployees.
(i)  Explain one moreincentive of the same category.

() TheincentiveisJob security.

Itisanon-financial incentivewhich refersto the stability about future
income and work so that the employeesdo not feel worried onthese
aspectsand work with greater zeal.

()  Explanationof anyoneof thefollowingincentives.

@ Satus

(b) Organisationd climate

()  Career advancement opportunity
(d)  Jobenrichment

(e Employeerecognition programme
() Employeeparticipation

(9 Employeeempowerment.
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=3marks

2marks

2marks

=4 marks

(Imark for
namingthe
incentive +
1mark for
its
explanation
=2marks)
+ (I mark
for naming
the
incentive +
1mark for
its
explanation
=2marks)
=2+2=4
marks



18 Q. Explainthemeaningand theobjectiveof Financial Management.

Ans.  Financia Management isconcerned with management of flow of fundsand 2 marksfor

involves decisionsrel ating to procurement of funds, investment of fundsand the
digtribution of earnings. meaning
OR +
Financid Management may bedefined asplanning, organising, directingand 2 marksfor
controlling thefinancid activitiesof an organisation. the
objective

Objectiveof Financia Management:

=242
Theobjectiveof financial management isto maximizeshareholderswealth = 4 marks

i.e. to maximize the market price of equity shares of the company Thisis
because a company’s funds belong to the sharehol ders and the manner in
whichtheseareinvested and thereturn earned on them determinesthe market
valueor priceof shares.

19 Q. Sateanyfour advantagesof formal organisation.

Ans. Advantagesof forma organisation (Any four):

1. Itiseasertofix regpongbility. 1x4
2 It avoidsduplication of efforts.

3 It maintainsunity of command

4.  Itleadsto effectiveaccomplishment of gods. =4 marks
5 It providesstability to theorganisation.

20 Q. Explainthefollowingrightsof theconsumers:
() Right to safety
(i) Right to choose

Ans. Rightto sefety

° Right to be protected agai nst goods and serviceswhich are hazardous
tolifeand hedlth.

° Right to get protection against the risks caused dueto the use of sub- 2marks
standard productsor productsthat do not conformtothe safety norms.  + 2 marks
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21

Ans,

Right to choose

The consumer hasthe freedom to choose from avariety of products
at competitiveprices.

Marketers should offer awide variety of product intermsof quality,
price, sizeetc. to enablethe consumer to makethe choice.

Ismanagement a full fledged profession? Give Any threereasonsin
support of your answer.

No, management isnot afull fledged profession because of thefollowing
reasons (Any three):

@

(ii)

Redtricted entry.

Theentry toaprofessonisrestricted through aprescribed quaification.
But thereisno restriction on anyone being appointed asamanager in
any businessenterprise. So, presently thisfeature of professionisnot
present in management

Professional association.

All professionsareffiliated to aprofess ona associationwhichregulates
entry, grants certificate of practice and formulatesand enforcesacode
of conduct. There are several associationsof practising managersin
India, liketheAIMA that haslaid down acode of conduct to regulate
theactivitiesof their members. Thereis, however, no compulsionfor
managers to be members of such an association. So, presently this
feature of professionisnot present in management

Ethical codeof conduct.

All professions are bound by a code of conduct which guides the
behaviour of itsmembers. AIMA has devised a code of conduct for
Indian managers but thereis no statutory backing for this code. So,
presently thisfeature of profession isnot present in management.

Sarvicemotive,

Themoativeof aprofessonistoservethar client’sinterestsby rendering
dedicated and committed service. Thebasic purpose of managementis
to helpthe organisation achieveitsstated god. If an organisation hasa
good management team that isefficient and effectiveit automatically
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=4 marks

(mark for
disagreeing
withthe
statement)
+ (12
marksfor
each reason
=1%x 3
= 41%)
=%+ 41,
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22

23

Ans,

Ans.

servessociety by providing good quality productsat reasonabl e prices.
S0, presently thisfeatureof professonisnot fully present in management.

(If an examinee hasfirst discussed the features of a profsssion
and then by givingthreereasonssupporting that management is
not afull fledged profession, full credit isto be given

(i) Nameand explain theprincipleof management which requires
judiciousapplication of penaltiesby themanagement.

(i)  Nameand explain thetechnique of scientific management which
helpsin establishing inter changeability of manufactured parts
and products.

() Theprincipleof managementis' Discipling . Disciplineisthe obedience
to organisationa rulesand employment agreement which are necessary
for theworking of the organisation. Disciplinerequiresgood superiors
at all levels, clear and fair agreements and judicious application of
pendties.

(i) Thetechniqueis’Standardisation’. It refersto the process of setting
standards for every business activity process, raw material, time,
product, machinery, methods or working conditionsetc.

Explain any five impacts of gover nment policy changes on business
and industry in India.

Impact of government policy changeson businessandindustry inIndia(Any
five):

Increasing competition
Moredemanding customers

Rapidly changing technologica environment

1

2

3

4.  Necessity for change
5 Need for devel oping human resources.

6. Marketorientation

7 Lossof budgetary support to the public sector.

(if an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)
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explanation
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+
(Imark for
namingthe
principle+
1¥2marks

for its
explanation
=1+1%
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+
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=5marks



24

25

Q.

Ans,

Ans,

Sate any five functions of a stock exchange.

Functionsof astock exchange (any five):

1. Itprovidesliquidity and marketability to existing securities.
2. Ithelpsindetermining thepriceof securities.
3 It ensuressafety of transactions.
4.  Itcontributesto economic growth.
5 It helpsin spreading equity cult.
6 It provides scopefor speculation.
(Noheadingsarerequired in thisquestion)
‘Animportant task in themarketing of goodsrelatesto designingthe
label asit providesuseful and detailed infor mation about the product.’

Inthelight of theabove statement, draw alabel for aliquid soap and
highlight theimportant infor mation to be provided oniit.

Thefollowing informationisto be PROVIDED ON THE LABEL INANY
FORM (Anyfive):

Name of the product

Name of the manufacturer.
Addressof the manufacturer.
Net weight when packed.
Manufacturing date.

Expiry date.

Maximumretall price(MRP)
Batch number.

© © N o g M~ w N PRF

Directionsfor use
10. Contents

(if an examinee has not given any of the headings as above but has

given someother correct information, full credit should begiven)
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27

Ans,

Explain the processof staffing.
OR

Explain the process of selection of employees.

Theprocessof staffing hasthefollowing steps. Yamark for
1. Jobanalysisand manpower planning. naming each
. . step + ¥
2 Recruitment and selection.
mark for
3. Placement and orientation. explanation
4.  Training, development and Performance appraisal =1x6
) =6 marks
5 Compensation.
6 Promotion and career planning.
(if an examinee hasnot combined the stepsasabove but hasgiven all
the correct steps, full credit should begiven)
OR OR
The process of selection hasthefollowing steps:
1 Preliminary screening. Vemark for
_ . _ naming each
2 Sdlectiontestsand employment interview. step
3 Reference and background checks. +
4. Sdectiondecision. Zzmark for
. _— explanation
5 Medicd examination ~1x6
6.  Jobofferand contract of employment. =6 marks
(if an examinee hasnot combined the stepsasabove but hasgiven all
thecorrect steps, full credit should be given)
Motivation plays an important role in the success of management.
Explain any four pointsof importanceof motivation in thelight of the
above statement. Yomark for
heading + 1
OR mark for
“Managerial functionscannot becarried out without an efficient sysem  explanation
of communication. Do you agreewith thisstatement? Giveany four =1%2x4
reasonsin support of your answer. =6 marks
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28

Ans. Importanceof motivation (Anfour):

1. Ithelpstoimprove performanceof employees.

2. Ithelpsto change negativeattitudes of employeesto positiveattitudes.
3. Ithelpstoreduceemployeeturnover.

4.  Ithelpsto reduce absenteeism.
5

It hel ps managersto introduce changes smoothly.

OR
Importance of communication (Anv four): Yomark for
1. Ithepsinsmoothworking of an enterprise. heading
+1mark for
2. Itboostsmoraeand providesmotivation. explanation
3. Establisheseffectiveleadership. =T2x4
. o =6 marks
4. Itactsasabasisfor co-ordination.
5 It actsasabasisfor decision making.
6 Itincreasesmanageria efficiency.
7 It promotes co-operation and industrial peace.
(if an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)
Q. Explaintheprocessof controlling.
OR
Explain any four pointshighlighting theimportanceof controlling Yomark for
Ans. Theprocessof controllinginvolvesthefollowing steps. haming each
step
1. Setting performance-standards. +
2. Measurement of actual performance 1mark for
. . explanation
3. Comparingactua performancewith the standards. — 14 %6
4.  Anaysingdeviationsand taking correctiveaction. =6 marks
OR

OR
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Ans,

Importanceof controlling (Any four):

1 It helpsin accomplishing organisationd gods.
2 It helpsin making efficient use of resources.
3 It ensuresorder and discipline.
4.  Itimprovesemployeemotivation.
5 It hel psinjudging accuracy of standards.
6 It facilitatesco-ordinationin action.
(if an examinee hasnot given the headingsasabove but hasgiven the
correct expianation, full credit should begiven)
What ismeant by dividend decision? State any four factor saffecting
thedividend decision.
OR

What ismeant by financing decision? Sateany four factor saffecting
thefinancing decision.

Dividend decisionisthedecision about how much of the profit earned by the
company isto bedistributed to the sharehol dersand how much of itisto be
retained in business.

Factors affecting dividend decison are (Any four):

1.  Eaningsareamaor determinant of dividend decisonasdividendsare
paid out of current and past earnings.

2. Stahility of earningsisanother factor affecting dividend decisonasa
company having stable earnings is in a position to declare higher
dividends.

3.  Companiesgenerdly prefer tomaintain ability of dividendswhiletaking
dividend decison.

4. If acompany hasgood growth opportunities, it paysout lessdividend.

5. Agood cashflow positionisnecessary for declaration of dividend.

6.  Shareholder’spreferenceiskept in mind by the management before
declaring dividends.
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heading + 1
mark for
explanation
=1%x 4
=6 marks

2marksfor
themeaning
+
1mark for
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10.

11.

Taxation policy affects the dividend decision as a higher dividend
distribution tax will lead to lesser dividend payoui.

Theposs ble stock market reaction on the share priceto dividend policy
isoneof theimportant factorsaffecting dividend decision.

Whiletaking dividend decision, companiestakeinto consderation their
accessto capital market.

Certain provisionsof the CompaniesActi.e. legal constraints place
restrictionson payout of dividend.

Whiletaking dividend decision, companieskegpin mindtheregtrictions
imposed by thelendersi.e. contractual constraints.

(if an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)

OR

Financing decis onisthe decis on about the quantum of financeto beraised
from various long term sources and how much isto be raised from each
source.

Factorsaffecting financing decison are (Any four):

1

Cost of different sources of finance as some sources may be cheaper
than others.

Risk associated with different sources of financeisdifferent.
Higher thefloatation cogts, lessattractivethe source.

A stronger cash flow position may make debt financing moreviable
than funding through equiity.

With higher fixed operating costs, lower fixed financing costsshould be
optedfor.

I ssue of moreequity may lead to dilution of management’scontrol over
thebusiness.

State of the capital market is considered while taking financing
decision asin adepressed capita market, issueof equity sharesmay
bedifficult.
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30 Q.

Ans,

Name that element of the marketing mix which affects the revenue
and pr ofitsof thefirm. Explain any fivefactor swhich help in determining
that element.

OR

“Generally consumer sprefer tobuy goodsdir ectly from theproducer s
but it isnot alwayspossible.”

Give reasons. Why is it so by explaining four different factors
responsiblefor this?

Thedement of the marketing mix which affect therevenue and profitsof the
firmisPRICE.

Factorswhich help in price determination are (Any five):

1. Product cost
2. Utility and demand.
3 Extent of competitioninthemarket.
4.  Governmentandlegd regulations.
5 Pricing objectives
6 Marketing methods used.

OR

Generdly consumersprefer to buy goodsdirectly fromtheproducersbutitis
not alwayspossible. Thisisso because of thefollowing factors (Any four):

1. Product related factors - Goods which are standardized, are non
perishable, non complex or have alow unit value are sold by the
producersthrough indirect channels.

2. Company characteristics- Whenthefinancia strength of thecompany
isnot very strong or when the company does not want control over the
channel members, it may goinfor indirect channels.

3.  Compstitivefactors- Thecompany may decideto useindirect channel
either to go with the competitor or bedifferent fromthem

4.  Market factors- Whenthesize of the market islarge, consumersare
widely dispersed or theorder sizeissmdll, the company may decideto
useindirect channels.
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Q.

Ans.

Q.

5. Environmental factors- Keepingin mind the economic conditionsand
legal constraints, acompany may decideto useindirect channels.

QUESTION PAPER CODE 66/1
EXPECTED ANSWERSVALUE POINTS

List any two per sonal obj ectives of management. Yox 2=1mark

Personal objectivesof management (Any two):

1.  Competitivesalariesand perks.

2. Peerrecognition.

3.  Personal growth and devel opment of employees.
(Or any other correct objective)

Giveanyonereason why principlesof management arenot rigid
prescriptions.

Ans. Principles of management are not rigid prescriptions because they can be

Ans.

Ans,

Ans.

modified according to the needs of the situation.

Hero Ltd'starget isto produce 10,000 shirts per month at a cost of
Rs. 150 per shirt. The Production Manager could achievethistar get
at acost of Rs. 160 per shirt. Doyou think the Production Manager is
‘effective’ ? Givereason in support of your answer.

No, the production manager isnot effective because he has not been ableto
achievethetarget.
Satethe objective of motion study.

Theobjectiveof motion study isto diminate unnecessary and wasteful motions
sothat it takeslesstimeto completethejob efficiently.

Giveanyoneadvantageof internal sour ce of recruitment.

Advantagesof internal sourcesof recruitment (Anyone):

1.  Employeesaremotivated toimprovether performance.
2. Itisaneconomical sourceof recruitment.

3. Itismorerdiablesourceof recruitment.
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Ans.

Ans.

Ans.

Ans.

Ans.

4. Itisatool of training the employeesto preparethemfor higher jobs.
5.  Ithepsinadjustment of surplusemployees.

6.  ltsmplifiesthe processof salectionand placement.
Namethemethod of trainingin which thetraineelearnsunder the
guidance of amaster worker.

Apprenticeshiptraining.

Name any two essential ingredients of sound working capital
management.

The following are the essentia ingredients of sound working capital
management:
1. CashManagement

2. Inventory Management

3.  RecavablesManagement

“Cost of debt islower than the cost or equity Shar e capital” . Give
reason why even then acompany cannot wor k only with debt.

A company cannot work only with debt because acompany cannot beformed
or exist without equity.

Which Act of consumer protection provides safety to consumers
against deficient services?

The Consumer Protection Act. 1986 provides safety to consumers against
deficient services.

Why isconsumer protection important for businessmen? Giveanyone
reason.

Consumer protection isimportant for businessmen because of thefollowing
reasons (Any one):

a.  Long-terminterestsof business.
b.  Busnessusessociety’sresources.

c.  Socid Responsibility.
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12

Q.

Ans.

Ans,

d. Mora Justification.

e Government I ntervention.

Defineplanning. List any two limitationsof planning.

Panning means setting obj ectivesfor agiventime period, formulating various
courses of action to achieve them and then selecting the best possible
dternative from among thevarious courses of action available.

OR

Planning isdeciding in advance what to do. how to do, when to do and by
whomitisto bedone.

(or any other correct definition)

Thelimitationsof Planning are (Any two):

a.  Leadstorigidity.

b.  May not work inadynamicenvironment.

C.  Reducescredtivity.

d. Involveshugecosts.

e.  Time-consuming process.

f. Does not guarantee success.

Explain by givingany threer easonswhy decentr alisation isimpor tant
in an organisation.

Decentralisation isimportant in an organization because (Any thr eg):

1 It devel opsinitiative amongst subordinates.
2 It develops manageria talent for thefuture.
3 It leadsto quick decision making.

4.  ltgivesrelief totop management.

5 It facilitatesgrowth.

6. Itfacilitatesbetter control.

(If an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)
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13 Q.

14 Q.

Explain when and why the need isfelt for having aframework, within
which managerial and operating tasks are performed to accomplish
desired goals. Namethis‘framework’ also.

Ans. (@) Theframeworkiscalled organizationa structure.

()

Itisrequired: (any one)

1.  Whenanorganisationgrowsinsizeor complexity

2. When an organisation is new, the structure is required after
planning but before saffing.

(©) Organisation structureisrequired becauseit helpsin: (Any one)

1.  Claity inworkingreationships.
Adaptationto change.
Effectiveadminigtration.

Expansion and growth.

Better co-ordination.

2

3

4

5. Optimum utilisation of resources.
6

7. Smoothflow of communication.
8

Better control over the operationsof thebusiness

Explain thefollowing money market instruments:
(@ Certificate of Deposit (b) Call Money
Ans. (a) Certificate of Deposit

A certificateof depositisashort term, unsecured, negotiableinstrument
issued by commercia banksor development financial institutionsto
individuals, corporationsand companies.

Itisissued during periodsof tight liquidity when the deposit growth of

banksissow but thedemand for creditishigh.
(b) Call Money

Itisthemethod by which banksborrow from each other to beableto
maintain the cash reserveratio. It isrepayable on demand, with a
maturity period of oneday to fifteen days.

171

Imark for
namingthe
framework
+
Imark for
when
required
+
Imark for
why
required
=1+1+1
=3 marks

1¥%x 2

=3 marks



15 Q. Whatismeant by product concept of marketing

Ans. e  Product concept emphasisesisonquadlity of product. 1¥%2x 2
e Under this, product-improvement becomesthekey for profit maxi- =3 marks
mization.

16 Q. Explain‘objective’ and ‘strategy’ astypesof plans.
Ans. Objective
An objectiveisthe end which the management seeksto achieve. 2marks

An objective needsto be expressed in specific termsand isto be achieved
withinagiventimeperiod.

Strategy

A strategy is a comprehensive plan for accomplishing an organisation’s
objectives. Itisaterm used in defence parlance which meansto prepare  2marks

plansconsidering theplan of adversary. =2+2

=4 marks
Whenever astrategy isformulated, the business environment needsto be

takeninto consideration.

17 Q. BlueBirds Ltd. Offersto its employees to issue shares at a price  (Y2mark

which islessthan themarket price. for naming
, . : . the
()  Nameand explain thetype of incentive offered to the employees. ;| .\ i /o
(i)  Explain onemoreincentive of the same category +
_ _ 1¥amark
Ans. ()  Stock Option. for its
Itisafinancial incentive offered to the employeesto createafeding of ?(glr?]naartg;]
ownership among employeesand makethemto contributefor thegrowth +
of theorganisation. (Y2mark for
" : . , namingthe
(i)  Explanation of any oneof thefollowingincentives: incentive
1.  PayandAllowances. +
2. Productivity linkedwageincentives 11/2”}?; K for
3.  Bonus explanation
4.  ProfitSharing. =2n;ar2k8)
- - = +
5. Retirement Benefits. = Amarks
6. Perquidtes.
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18 Q.
Ans.

19 Q.
Ans,

Explain themeaning of Financial Planning. Why isit important? Give
any two reasons.

Theprocessof estimating thefund requirements of abusinessand specifying
the sourcesof fundsiscalled financia planning.

OR

Financid planningisthe preparation of afinancid blueprint of anorganisation’s
future operations.

Financial planningisimportant because (any two):

(i)  Ithelpsthecompany to preparefor thefuture.
(i)  1thelpsinavoiding businessshocksand surprises,
(i)  Ithelpsinco-ordinating variousbusinessfunctions.

(iv)  Ithelpsinreducing waste, duplication of efforts, gapsin planning and
confusion.

(v)  Itlinksthepresent withthefuture.

(vi) Itprovidesalink betweeninvestment and financing decisions.

(vii) Financia planservesasacontrol technique.

(vii) It servesasaguidein developing a sound capital structure so asto
maximisereturnsto the shareholders.

Sateany two advantagesand two limitationsof infor mal or ganisation.

Advantagesof informal organisation (Any two):

1. Itleadstofaster spread of information aswell aquick feedback.
2. Itfulfillsthesocid needsof themembers.

3. It contributes towards fulfillment of organisational objectives by
compensating for inadequaciesintheformal organisation.

Disadvantagesof informal organisation (Any two):

1.  Itleadsto spread of rumours.
2.  Itmay leadtoresistanceto change.

3. Itpressurizesmembersto conform to group expectationswhich may
be against organisational interest
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20 Q. Explain Thefollowing‘Rights of consumers:
() RighttobeHeard (ii) Right to seek Redressal.
Ans. () RighttobeHeard:

The consumer hasright to fileacomplaint andto beheadin case 2+2
of dissatisfaction withaproduct or aservice. =4 marks

It is because of this reason many firms have set up their own
consumer serviceand grievancecells.

() RighttoSeek Redressal:

The consumer has aright to get relief in case the product or
sarvicefalsshort of hisexpectations.

The Consumer Protection Act providesrelief to customerssuch
as replacement of product, removal of defect in the product,
compensation for any lossor injury suffered by the consumer.

21 Q. “Artisconcerned with personal application of knowledge.” Inthelight
of thisstatement compar eall thefeatur esof art with management and
provethatitisanart.

Ans. “Artisconcerned with persona application of knowledge’. Management is
an art because of thefollowing reasons (Any three):

1. Exigenceof theoretical knowledge. 1Y mark for
Asinart, in management too, thereisalot of literature availablein the
variousareasof management which themanager hasto specidisein.  €xplanation

. _— of each

2. Persondised application.

feature
Likein any art, in management too, amanager applieshisacquired = 1%4x 3
knowledgein apersonalised and unique manner. = Qv

3. Basedoncontinuouspractice, +

o . . Yamark
Management satiSfiesthiscriteriaasamanager gainsexperiencethrough for the
regular practice and becomesmore effective. .
conclusion

4, Credivity. =42+ Y

=5mark

Likeany other art, amanager after Sudying varioussituations, formulates
hisowntheoriesfor useinagivensituation. Thisgivesriseto different
stylesof management.
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23

Ans,

Q.

Ans.

5.

()

(i)

(i)

Situationd
Asinart, management deal swith human beingswho behavedifferently

indifferent Stuations. Therefore, every situation hastobehandledina
different manner.

Asall thecriteriaof art are satisfied by management, it quaifiesasan
art.

Nameand explain the principleof management in which workers
should be encouraged to develop and carry out their plansfor
improvementsin theorganisation.

Nameand explain thetechniqueof scientific management which
helpsin eliminating unnecessary diver sity of productsand thus
resultsin saving cost.

Initiative

° It means eagerness to initiate action without being asked to
do so.

e A good organisation should have an employee suggestion system
whereby initiative/ suggestionswhich result in substantial cost
and timereduction should be rewarded.

Simplification
° itaimsat eliminating superfluousvarieties, szesand dimensions.

) It leadsto reduced inventories, fuller utilization of equipment and
increased turnover.

Explain by giving any five reasons why under standing of business
environment isimportant for managers.

1mark for
naming each
principle+
1¥2amark
for its
explanation
=1+1%
=2%mark
=2%+ 2V
=5mark

Understanding of businessenvironment isimportant for managersbecause “2mark for

(Any five):

A W b P

It helpstoidentify opportunitiesand getting thefirst mover advantage.
It helpstoidentify threatsand early warning signds.

It helpsin tapping useful resources.

It helpsin coping with rapid changes.
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25

Q.

Ans.

Ans.

S.
6.

It hdpsinassgingin planning and policy formulation.

It helpsinimproving performance.

(If an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)

Sateany fivemethods of floating new issuesin the primary market.

Themethods of floating new issuesinthe primary market are:

@

()

©

©)

©

Offer through Prospectus— It isthe method of floating new issuesby
inviting subscriptionsfrom the public through i ssue of prospectus.

Offer for Sdle- Itisthe method in which the securitiesare not i ssued
directly to the public but through intermediarieslikeissuing housesor
stock brokers.

Private Placement - It refersto the all otment of securitiesby. acompany
toingtitutional investorsand someselected individuals.

Rightslssue- Itistheprivilegegivento exigting shareholdersto subscribe
to new issueof sharesin proportionto the number of sharesthey aready
hold.

E-1PQ - It referstoissuing securitiesthrough the online system of stock
exchange.

‘Animportant task in themarketing of goodsrelatesto designingthe
label asit providesuseful and detailed infor mation about the product.’
Inthelight of theabove statement, draw alabel for aliquid soap and
highlight theimportant infor mation tobeprovided oniit.

Thefollowing informationisto be PROVIDED ON THE LABEL INANY
FORM (Any five):

1
2
3.
4
5

Name of the product

Name of the manufacturer.
Addressof themanufacturer.
Net weight when packed.
Manufacturing date.
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Ans.

6. Expirydate.

7. Maximumretail price(MRP)
8. Batchnumber.

9. Directionsfor use

10. Contents

(if an examinee has not given any of the headings as above but has
given someother correct information, full credit should begiven)

Explain ‘Saffing’ asafunction of management. Also explain by giving

any four reasonswhy proper staffingisrequired in an organisation.
OR

Explain the process of selection of employees.

Staffing has been described asthe management function of filling and keeping
filled the positionsin the organi sation structure.

Staffingisthat part of the process of management whichisconcerned with
making available, utilising and maintai ning asatisfactory and satisfied work
force.

Proper staffingisreguired in an organisation because: (any four)

(@ Ithelpsindiscovering and selecting competent work force.

(b) Itensureshigher performance by placing theright person ontheright
job,

(¢) Itensuressurvival and growth of the enterprise through succession
planning for managers.

(d) Ithepstoensureoptimum utilisation of human resources

(e) Itimprovesjob satisfaction and morale of employeesthrough objective
assessment and fair rewarding of their contribution.

(if an examinee has not given the headings as above but has
given thecorrect explanations, full credit should begiven)
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Ans,

Ans.

Ans,

OR

The processof selection hasthefollowing steps: Yomark for
1.  Prdiminary screening. nammg each
step

2 Sdlectiontestsand employment interview. +
3. Referenceand background checks. Vzmark for

, o explanation
4,  Sdectiondecison. _

=1x6

5 Medicd examination =6 marks
6.  Joboffer and contract of employment.

(if an examinee has not combined the steps as above but has
given all the correct steps, full credit should begiven.)

“L eadership iskey factor in makingany or ganisation successful.” Do
you agree with this statement? Give any four reasonsin support of
your answer.

OR
“Every action intheorganisationisinitiated through directing.” Explain  ¥2mark for
any four pointsof importanceof directingin thelight of thisstatement. each
_ o _ ) heading + 1
Yes, | agreewiththeabove statement. LeadershipisaKey factorinmaking -k for
any organisation successful becauseit (Any four): each
(@  Influencesthebehaviour of employees explanation
1%2x 4
(b)  Providesconfidence, support and encouragement to the employees -6 r; arks
() Hepsinovercoming resistanceto change.
(d) Hepsinhandling conflictseffectively
() Providestrainingto subordinates.
(if an examinee has not given the headings as above but has . o
given thecorrect explanations, full credit should begiven) émeZ::h or
OR heading+ 1
. . ) ) o mark for
The pointswhich emphasi setheimportance of directing areasfollows: (any each
four) explanation
i . 1x 4
It helpstoinitiateaction.
@ P =6 marks
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Ans.

(b) Itintegratesemployees efforts.
(¢) Itguidesemployeestoredisetheir potential.
(d) Itfacilitateschanges.
(e) Itbringsstability and balanceintheorganisation.
Explain themeaning of ‘Budgetary Control.” Why isit considered an
important techniqueof controlling?
OR
Explain any four pointshighlighting theimportanceof contralling.

Budgetary Control isatechniqueof manageriad control inwhichall operations
areplannedinadvanceintheform of budgets. Theactua resultsarecompared
with budgetary standards and necessary actions are taken to ensure
accomplishment of organisationa objectives.

Budgetary control isconsider ed an impor tant techniqueof controlling
because:

(@ Itfocuseson specific and time-bound targets.
(b) Itisasourceof motivation.
(¢) Ithdpsinoptimum utilisation of resourcesby proper alocation.
(d) Ithelpstoachievecoordination.
(e) Itfacilitatesmanagement by exception.
OR

Importanceof controlling (Any four):

1 It hel psin accomplishing organisational godls.
2 It helpsin making efficient use of resources.
3 It ensuresorder and discipline.

4.  Itimprovesemployeemotivation.

5 It helpsinjudging accuracy of standards.

6 It facilitates co-ordinationinaction.

(if an examinee hasnot given the headingsasabove but hasgiven the
correct explanation, full credit should begiven)
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What ismeant by ‘ Financing Decison’ ? Sateany four factor saffecting
thefinancing decision.

OR

What ismeant by ‘ Capital Structure ? Sateany four factor saffecting
thechoiceof capital structure.

Ans. Financing decision isthe decision about the guantum of financeto beraised

Ans

from various long term sources and how” much isto beraised from each
source.

Factorsaffecting financing decison are (Any four):

1.  Costof different sourcesof finance as some sources may be cheaper
than others.

2. Riskassociated with different sourcesof financeisdifferent.
3. Higher thefloatation costs, |essattractive the source.

4. A stronger cash flow position may make debt financing moreviable
than funding through equity.

5. Withhigher fixed operating costs, lower fixed financing costsshould be
optedfor.

6.  Issueof moreequity may leadtodilution of management’scontrol over
thebusiness.

7.  Saeof thecapita market isconsdered whiletaking financing decision
asinadepressed capital market, issue of equity sharesmay bedifficult.

OR

Thecapita sructuremeansthe proportion of debt and equity used for financing
the operations of abusiness.

or
It refersto the mix between owner’sfunds and borrowed funds.

Factorswhich affect the capital structure of acompany are: (any four)

1. Cash Flow Position must be considered to meet fixed payment
obligationsassociated with delt.

2. Issueof moreequity may lead to dilution of management’scontrol over
thebusiness.
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Ans.

10.

11

12.
13.
14.

If thefirm usesitsdebt potential to thefull, it losesflexibility toissue
further debt

If the stock marketsare bullish, use of equity ispreferred asthey are
moreeasily sold even at ahigher price.

Whiledeciding thecapita structure, theregul atory framework provided
by law should be considered.

If afirm’sbusinessrisk islower, itscapacity to usedebt ishigher and
viceversa

Floatation cost of different sourcesisconsdered ascost of raisng equity
ishigher.

The higher the Interest Coverage Ratio OCR). lower isthe risk of
company failingto meet itsinterest obligations.

A higher Debt Service Coverage Ratio (DSCR) indicatesthe company’s
potentia to increase debt component initscapital structure.

If the Return on Investment (ROI) of the company ishigher than the
interest on debt, itsability to use debt isgreater.

A firm’ sability to borrow (cost of debt) at alower arte, increaseits
capacity to employ higher debt.

Cost of Equity increasewhen debt isused beyond acertain point.
A higher tax rate makes debt rel atively cheaper and moreattractive.

Capital Structure of other companiesisalso auseful guidelinewhile
planning capita structure.

Name that element of the marketing mix which affects the revenue
and profitsof thefirm. Explain any fivefactor swhich help in determining
that clement.

OR

“Generally consumer sprefer tobuy goodsdirectly fromtheproducers 1 mark for
but it isnot always possible.” Givereasons.

Why isit so by explaining four different factorsresponsiblefor this?

namingthe
element
+

Theelement of the marketing mix which affect therevenueand profitsof the  (vamark for
firmisPRICE.
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Factorswhich helpin pricedetermination are (Any five:

1
2
3
4.
5
6.

Product cost
Utility and demand.
Extent of competitioninthemarket.
Government andlegd regulations.
Pricing objectives
Marketing methods used.

OR

Generdly consumersprefer to buy goodsdirectly fromtheproducersbut itis
not alwayspossible. Thisisso because of thefollowing factors (Any four):

1

Product related factors - Goods which are standardized, are non
perishable, non complex or have alow unit value are sold by the
producersthrough indirect channels.

Company characterigtics- Whenthefinancia strength of the company
isnot very strong or when the company doesnot want control over the
channel members, it may goinfor indirect channels.

Competitivefactors- The company may decideto useindirect channel
either to go with the competitor or bedifferent fromthem

Market factors - When the size of the market islarge, consumersare
widely dispersed or theorder sizeissmdll, the company may decideto
useindirect channels.

Environmental factors- Keeping in mind the economic conditionsand
legal constraints, acompany may decideto useindirect channels..
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