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SOLUTION
 1. (a) Delegation 

Explanation: Delegation is an accomplishment 
of work through others or the process of assigning 
various degrees of decision-making from superior 
to subordinate levels. Here, in the given case, 
Rohit is doing the delegation of authority. 

  Related Theory
  Centralisation imply concentration of all decision 

making functions at the apex of the management 
hierarchy. 

 	 Formal		communication		is		the		official 	interaction 	oof
	 	 inoformation	through	offcial channels in the organisationn. 	
  Coordination is the force that binds all the other 

functions of management i.e., planning, organising , 
staffngg,irecting an, controllingn.

 2. (b) Speed boss 
Explanation: According to Taylor, functional 
foremanship is a management technique 
wherein the duties of a traditional foreman 
are distributed between several workers. This 
technique separates the planning function and 
executive function in an organisation. Speed boss 
has to ensure timely and accurate completion of 
jobs. 

  Related Theory
  Repair boss- ensuring power working conditions of 

machine and tools. 
  Inspector- checking the quality of work. 
  Gang boss-keeping machines and tools etc. ready for 

operation by workers

 3. (d) Management is a continuous process 
Explanation: Management is a continuous 
process as it is a series of inter-related 
functions. Management attempts to conduct 
distinguishable and specific activities, techniques 
and procedures which cannot be performed at 
the same time. These functions are performed as 
a continuous process which make management 
a never ending process. 

  Related Theory
  Management is multi dimensional as it is a complex 

activity which has three main dimensions viz. 
management of work, management of people, 
management of operations. 

  Management is a dynamic function and has to adapt 
itself to the changing environment. 

  Management is all pervasive as the activities involved 
in managing an enterprise are common to all organi-
sations whether economic, social or political.

 4. (a) Relativity
Explanation: Here selling the same product in 
different country is a relativity feature of business 
environment. 

  Related Theory
 	 Uncerainity:	it	is	very	,ifficult  re,ic  ossiile changesg
  mainly when changes are taking place too frequently 
  Dynamic: It is not static and cannot be monitored or 

predicted. 
 	 Com lexity:	 Interactions	ietween	,ifferent	 ofactors	can	

create	new	sets	oof	 influences	an,	con,itions	making	it	
,ifficult 	to 	,etermine which ofactor le, to a  articular 	

  situation or set of situations.

 5. (c) Investment decision 
Explanation: Investment decisions refer to 
selecting and acquiring the assets in which funds 
will be invested by the business. 

  Related Theory
 	 The	acquire,	assets	can	ie	classifie,	un,er	two	iroa,	

groups–Long-term assets which are related to long-
term	  rofitaiility	 involving	 high-returns	 an,	 minimal-
risks; and Short-term assets or current assets, which 
are assets that can be easily converted into cash 
during the normal course of a business.

OR
  (a) Capital structure 

Explanation: Financial management involves a 
study on capital structure to determine a suitable 
proportion of debt and equity sources of funds 
and to ensure minimum cost of capital. 

  Related Theory
  Debt consist of borrowed money that is due bock to the 

lender commonly with interest expense. Equity consists 
of ownership rights in the company, without the need 
to pay back any investment

 6. (a) 20% 
Explanation: Return on investment (ROI) is 
calculated by dividing net income (after interest 
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and taxes) by total liabilities, which indicates 
the extent of earnings made from the capital 
employed in a business. 10 lakh/50 lakh × 100 
= 20% 

  Related Theory
  If the ROI of the company is higher, it can choose to use 

trading on equity to increase its EPS i.e., its ability to use 
debt is greater.

 7. (a) Planning establishes standards for controlling. 
Explanation: Planning involves setting of goals. 
The entire managerial process is concerned with 
accomplishing pre-determined goals. Planning 
provides the goals or standards against which 
actual performance is measured. By comparing 
actual performance with some standard, 
managers can know whether they have attained 
the goals. As such, planning is a prerequisite for 
controlling. 

  Related Theory
  Planning promote innovative ideas as new ideas can 

take the shape of concrete plans. 
  Planning reduces the risks of uncertainty as by deciding 

in advance the tasks to be performed,
  Planning shows the way to deal with changes and 

uncertain events.

 8. (a) Debt 
Explanation: Sources of funds can be a certain 
proportion of debt, which is fixed-interest sources 
of financing and equity, which is a variable-
divided securities’ source of funds. 

  Related Theory
  Financial management involves a study on capital 

structure to determine a suitable proportion of debt 
and equity sources of funds and to ensure minimum 
cost of capital.

 9. (c) A-(iii), B-(i), C-(iv), D-(ii).
Explanation: Decentralisation refers to the 
systematic effort to delegate to the lowest level, 
all authority except which can be exercised at 
the central point.
Organisational structure is a system that outlines 
how certain activities are directed in order to 
achieve the goals of an organisation.
Divisional Structure is the  system in which an 
organisation is divided into different divisions on 
the basis of products.
Delegation of authority is granting authority to 
subordinates to operate within prescribed limits.

OR
(a) Divisional structure 
Explanation: Divisional structure describes 

the grouping of employees responsible for a 
particular product, customer or geography. 

  Related Theory
  Functional structure involves grouping of employee 

positions into departments as per the organisation’s 
functions.

 10. (c) Dividend decision 
Explanation: Increasing the share in dividend of 
shareholders is a type of dividend decision. 

  Related Theory
  Dividend is a portion of company’s earnings which can 

be in the form of cash, stock or property.

 11. (d) Societal marketing concept 
Explanation: Societal marketing concept 
incorporates social responsibility of marketing 
by understanding concerns on ethical, environ-
mental, legal and social context of marketing 
activities and programmes. 

  Related Theory
  The product concept is based on the philosophy that 

customers	 will	  reofer	  ro,ucts	 that	 offer	 qualityg	
performance, or innovation-related features. 

  The production concept is the philosophy that focuses 
on the internal capabilities of a business rather than 
the desires or needs of a marketplace. 

  The selling concept is based on the philosphy that 
aggressive	 selling	 an,	  romotional	 efforts	 shoul,	 ie	
made to make the customer buy the product

 12. (b) Commercial paper 
Explanation: Commercial paper is a short-term 
unsecured promissory note, negotiable and 
transferable by endorsement and delivery with 
in a fixed maturity period. It is issued by large 
and creditworthy companies to raise short-term 
funds at lower rates of interest than market 
rates. It usually has a maturity period of 15 days 
to one year. The issuance of commercial paper 
is an alternative to bank borrowing for large 
companies that are generally considered to be 
financially strong. 

  Related Theory
 	 Call	money	is	short-term	finance	re ayaile	on	,eman,g	

with	a	maturity	 erio,	oof	one	,ay	to	fiofteen	,aysg	use,	
for inter-bank transactions. 

  Treasury bill is an instrument of short-term borrowings 
by the Government of India maturing in less than one 
year. They are also known as zero coupon bonds. 

 	 Commercial	 iill	 is	 a	 iill	 oof	 exchange	 use,	 to	 finance	
the working capital requirements. It is a short-term, 
negatiable, self liquidating instrument which is used to 
finance	the	cre,it	sales	oof	firmsn.
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 13. (b) Psychological Barrier
Explanation: Psychological factors acts as barriers 
to communication. If a person is pre occupied he 
cannot understand the communication. Here, Raj 
is pre occupied in checking the balance sheet and 
did not listen to Ahana attentively and could not 
understand her problem. This is psychological 
barrier of communication.

  Related Theory
  The barriers to communication in the organisation can 

be broadly grouped as: semantic barriers, psychological 
barriers, organisational barriers, and personal barriers.

 14. (a) Distrust
Explanation: Distrust between communicator 
and communicate acts as a barrier. If the 
parties do not believe each other, they can not 
understand each others’ message in its original 
sense.

  Related Theory
  Some other psychological barrier are: Premature 

evaluation, Lack of attention, Loss of transmission and 
poor retention.

 15. (b) Motivation
Explanation:  Motivation means incitement or 
inducement to act or move. It means the process 
of making subordinates to act in a desired 
manner to achieve certain organisational goals. 
Here, Neerav always used to appreciate her 
thereby motivating her to perform better.

  Related Theory
  The features of motivation are: It is an internal feeling, 

it produces goal directed behavior, it can be either 
positive or negative, and it is a complex process.

 16. (c) (a) and (b) both
Explanation: Psychological barriers can be 
removed by communication by both the 
communicator and communicate and empathetic 
listening by both.

 17. (c) Unorganised
Explanation: The important aspect from 
consumer point of view highlighted in the above 
case is ‘Unorganised Consumers’. Shreyansh,  
who is one of the residents of the colony decided 
to take the matter to the consumer court but the 
residents were not united and he felt himself 
alone on the issue.

 18. (d) None of the above
Explanation: Shreyansh can not file his complaint 
at any level  because it was clearly mentioned 
in the instructions  “to clean it with special care 

after every one month” but no residents has 
followed this instruction. So they cannot apply 
for the claim in any forum. 

 19. (a) Ask for full information
Explanation: It is the responsibility of the 
consumer to ask for full information of the 
product, follow manufacturer’s instructions and 
use the products safely.

  Related Theory
  Some other responsibilities of consumer are: Be 

aware about various goods and services available in 
the market; Buy only standardised goods; Read labels 
carefully; Assert oneself to ensure to fat get deal; Be 
honest in dealings; Ask for cash memo on purchase 
of good and services; File a complaint in appropriate 
consumer forum in case of shortcoming.

 20. (a) Right to be informed
Explanation: The consumer right which helped to 
protect the company was ‘Right to be Informed’. 
The company from its side gave ‘directions for 
use’ which showed that this right of consumer 
was protected.

 21. (a)  The aspect of management lacking in this 
case is coordination. 

(b) The features of coordination are as follows: 
 (i) Coordination improves relations in 

the organisation: An organisation has 
several departments or divisions. All 
these divisions or departments work 
differently, so, there is a great possibility 
that conflicts may arise between these 
departments. Coordination helps in 
focusing the efforts and activities of 
various departments on attainment of 
common organisational goals. 

 (ii) Optimum utilisation of resources: 
Coordination helps in bringing together 
human resources and material 
resources, so that all the resources of 
the organisation can be utilised properly. 
As mentioned in this case, if production 
department had coordinated with sales 
department then there would have been 
no extra production of mobile phones. 
Also if HR has coordinated with finance 
department human resources would not 
have been wasted.

 22. The following points summarise the nature of 
principles of management: 
(i) Universal applicability: The principles of 

management are intended to apply to all 
types of organisations. However, the extent of 
their applicability would vary with the nature 
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of the organisations, business activity, scale 
of operations and the like. 

(ii) General guidelines: The principles of 
management are guidelines to action but 
do not provide solutions to all managerial 
problems. 

(iii) Flexible: The principles of management 
are not rigid prescription, which have to be 
followed absolutely. They are flexible and 
can be modified by the manager when the 
situation so demands. 

OR
The principles of management provide useful 
insights to managerial behaviour and influence 
managerial practices. The significance of 
principles of management are: 
(i) Providing managers with useful insights 

into reality: The principles of management 
provide the managers with useful insights 
into real world situation. Adherence to these 
principles will add to their knowledge, ability 
and understanding of managerial situation 
and circumstances. 

(ii) Scientific decisions: The principles of 
management helps in thoughtful decision 
making. They emphasise logic rather than 
blind faith. Management decisions taken on 
the basis of principles are free from bias and 
prejudice. 

(iii) Fulfilling social responsibility: The increased 
awareness of the public, forces business 
to fulfil their social responsibilities. The 
interpretation of the principles also assumes 
newer and contemporary meanings with the 
change in time.

 23. (a) Inter-relatedness is the relevant feature 
of business environment which is being 
discussed here. 

(b) The two points which highlight the 
importance of business environment and its 
understanding by managers are described 
below: 

 (i) It enables the firm to identify 
opportunities and getting the first 
mover advantage: Opportunities 
refer to the positive external trends or 
changes that will help a firm to improve 
its performance. Early identification of 
opportunities helps an enterprise to be 
the first to exploit them instead of losing 
them to competitors. 

 (ii) It helps in tapping useful resources: 
Environment is a source of various 
resources for running a business 
because the enterprise depends on the 

environment as a source of inputs or 
resources and as an outlet for outputs. 
The enterprise design polices that allows 
it to get the resources that it need so 
that it can convert those resources into 
outputs that the environment desires.

OR
The various dimensions of business environment 
discussed in the above case are as follows: 
(i) Economic environment: “A recent cut in 

interest on loans.” Economic environment 
comprises economic factors that can 
affect management practices in a business 
enterprise. These include interest rates, 
inflation rates, changes in disposable income 
of people, stock market indices, and the value 
of rupee. Short-term and long-term interest 
rates significantly affect the demand for 
products and services. 

(ii) Technological environment: “Experiment 
and develop cars to be powered by fuel 
garbage.” Technological environment includes 
forces relating to scientific improvements 
and innovations which provide new ways 
of producing goods and services and new 
methods and techniques of operating a 
business.

 24. The limitations of planning are as follows: 
(i) Planning leads to rigidity: In an organisation, 

a well defined plan is drawn up with specific 
goals to be achieved within a specific time 
frame. These plans then decide the future 
course of action and managers may not be 
in a position to change it. This level of rigidity 
may create diffculty.

(ii) Planning reduces creativity: Planning 
is an activity which is done by the top 
management. Usually, the rest of the 
members just implement these plans. The 
middle management and other decision 
makes are neither allowed to deviate from 
plans nor they are permitted to act on their 
own. Thus, much of the initiative or creativity 
inherent in them also gets lost or reduced. 

(iii) Planning involves huge costs: When plans 
are drawn up, huge costs are involved in their 
formulation. Detailed plans require scientific 
calculations to ascertain facts and figures. 
The costs sometimes incurred may not justify 
the benefits derived.

 25. The steps involved in the controlling process are 
as following: 
(i) Step 1: Setting performance standards: The 

first step in the controlling process is setting 
up performance standards. Standards serve 



Sample Paper 10 5

as benchmark towards which an organisation 
strives to work. 

(ii) Step 2: Measurement of actual performance: 
Once performance standards are set, the next 
step is measurement of actual performance. 
Performance should be measured in an 
objective and reliable manner. 

(iii) Step 3: Comparing actual performance with 
standards: This step involves comparison of 
actual performance with the standards. Such 
comparison will reveal the deviation between 
actual and desired results. 

(iv) Step 4: Analysing deviations: Some deviation 
in performance can be expected in all activities. 
It is, therefore, important to determine the 
acceptable range of deviations. 

(v) Step 5: Taking corrective action: The final 
step in controlling process is taking corrective 
action . No corrective action is required when 
the deviation are within acceptable limits.

 26. Some of the salient features of planning are: 
(i) Planning focuses on achieving objectives: 

Specific goals are set out in the plans. 
Planning contributes to the achievement of 
pre-determined goals. 

(ii) Planning is a primary function of 
management: Planning lays down the base 
for other functions of management. Planning 
precedes other functions . 

(iii) Planning is pervasive: Planning is required 
at all the levels of management as well as in 
all departments of organisation. 

(iv) Planning is continuous: Plans are prepared 
for specific period of time. At the end of that 
period there is a need for a new plan to be 
drawn on the basis of new requirements 
and future conditions. Hence, planning is a 
continuous process. 

(v) Planning is futuristic: Planning essentially 
involves looking ahead and preparing for 
the future. Planning is regarded as forward-
looking function based on forecasting. 

OR
The major limitations of planning are as follows: 
(i) Planning leads to rigidity: Plans decide the 

future course of action to achieve specific 
goals and managers may not be in a position 
to change it. This type of rigidity in plans may 
create diffculty.

(ii) Planning reduces creativity: Planning 
is an activity which is done by the top 
management. Middle management and 
other decisions maker are neither allowed to 
deviate from the plans nor they are permitted 
to act on their own. Thus, planning reduces 
creativity. 

(iii) Planning involves huge costs: When plans 
are drawn up huge costs are involved in their 
formulation. The costs incurred sometimes 
may not justify the benefits derived from the 
plans. 

(iv) Planning is time consuming process: 
Sometimes plans to be drawn up take so 
much of time that there is not much of time 
left for their implentation. 

(v) Planning does not guarantee success: 
The success of an enterprise is possible 
only when plans are properly drawn up and 
implemented. Any plan needs to be translated 
into action or it becomes meaningless

 27. (a) The concept of financial management 
discussed here is the capital structure, 
which is an investment decision of financial 
management. 

(b) The factors affecting the choice of capital 
structure are: 

 (i) Cash flow position: Size of cash flows 
must be considered before issuing debt. 
Cash flows must not only cover fixed 
cash payment obligations but there 
must be sufficient bufferalso.

 (ii) Interest coverage ratio (ICR): The 
interest coverage ratio refers to the 
number of times earnings before interest 
and taxes of a company covers the 
interest obligation. The higher the ratio, 
lower is the risk of the company failing 
to meet its interest payment obligations. 

 (iii) Return on investment (ROI): If the 
return on investment of the company is 
higher, it can choose to use trading on 
equity to increase its EPS.

 (iv) Cost of debt: A firm’s ability to borrow 
at a lower rate increases its capacity to 
employ higher debt. 

 28. (a) Yes, Mohan can file a complaint against 
Enjoyourtrip.com as he has got the 
confirmation as the proof. He even showed 
the confirmation he received on his mail at 
the destination. 

(b) Yes, Mohan will get a relief as he has proof 
of confirmation of his booking. He will get 
relief as his time and money (fare charges for 
travelling purpose) are wasted. 

(c) The relief Mohan will get is ‘he will be 
compensated for the loss of time and money 
and also for filing the complaint’. The second 
relief will be directed towards the company 
which will have to stop this wrong trade 
practices for future. 
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(d) The consumer right which has been violated 
here is ‘Right to be Informed’. This was the 
responsibility of the company to inform him 
beforehand if the rooms were not available. 
They did the worse by giving him confirmation 
and denying him the hotel room at the last 
moment.

 29. (a) The concept of management discussed here 
is Taylor’s Scientific Management. 

(b) The various types of techniques used are: 
 (i) Time study: This technique determines 

the standard time needed to perform a 
well- defined job.

  Line: “All the operations and activities 
were properly noticed and the standard 
time taken to perform them was noted.” 

 (ii) Fatigue study: Fatigue study is aimed at 
determining the amount and frequency 
of rest intervals in order to maximise 
productivity.

  Line: “The amount and frequency of rest 
intervals in finishing a particular task 
were noted.” 

 (iii) Differential piece wage system: The 
main objective of this technique of wage 
payment was  to  differentiate  between  
eff icient   and  inefficient   workers . The  

  eff icient workers are paid more in 
comparison to ineff icient workers. The 
idea is to promote eff iciency. Taylor 
recommended that eff icient workers 
should be paid at a higher rate than the 
ineff icient ones.

  Line: “A different rate of wage payment 
was decided for those workers who 
performed above the standards.” 

 30. The following points highlight the crucial role 
that organising plays in any business enterprise: 
(i) Benefits of specialisation: Organising leads 

to specialisation, as the assigned work is 
performed regularly by the concerned person. 

(ii) Clarity in working relationships: The 
reporting relationships get clarified after 
proper organising. 

(iii) Optimum utilisation of resources: There 
is reduction in duplication of efforts and 
overlapping of activities after proper 
organising. 

(iv) Adaptation to change: A well organised 
business firm can adapt to external changes. 

(v) Effective administration: On the 
administration front an organisation becomes 
better as all the job positions and working 
relationships are clearly defined. 

(vi) Development of personnel: When jobs are 
assigned through organising, the employees 
learn and develop in actual work environment. 

OR 
Grouping of jobs of singular nature under 
functions and organising these functions as 
separate departments creates a functional 
structure. Thus, a functional structure is an 
organisational design that groups similar or 
related jobs together. 
The disadvantages of functional structure are : 
(i) The departmental goals in the functional 

structure take importance over the 
organisational goals. 

(ii) The functional heads have experience and 
knowledge only about their departments 
leading to their inflexible attitude towards 
each other. 

(iii) The basic nature of departments varies 
from each other so there is a lack of flow of 
information on a regular basis. This decreases 
coordination. 

(iv) The departments try to have their own quota 
of interests fulfilled leading to conflict of 
interests. 

(v) As employees get training of one function 
only, therefore, problem of inflexibility arises.

 31. Staffing is   putting   people   to   jobs.  Staffing 
  is that part of the process of management 

which is concerned with obtaining, utilising 
and maintaining a satisfactory and satisfied 
workforce. Proper staffng ensures the following  

  benefits to the organisation:
(i) It helps in discovering and obtaining 

competent personnel for various jobs. 
(ii) It makes for higher performance, by putting 

right person on the right job. 
(iii) It ensures the continuous survival and growth 

of the enterprise through the succession 
planning for managers. 

(iv) It improves job satisfaction and morale of 
employers through objective assessment and 
fair rewarding for their contribution. 

OR 
Recruitment of personnels from internal sources 
in an organisation is economical and beneficial. 
The merits of fulling up vacancies form internal 
sources are as follows: 
(i) Employees are motivated to improve their 

performance. A promotion at a higher level 
may lead to a chain of promotion at lower 
levels in the organisation. 
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(ii) Internal recruitment simplifies the process of 
selection and placement. The candidates that 
are already working in the enterprise can be 
evaluated more accurately and economically. 

(iii) Transfer is a tool of training the employees 
to prepare them for higher jobs. Also people 
recruited from within the organisation do not 
need induction training which saves the cost 
to the organisation. 

(iv) Transfers has the benefit of shifting workforce 
from the surplus departments to those 
where there is shortage of staff which is 
economically viable for the organisation. 

(v) Filling of jobs internally is cheaper as 
compared to getting candidates from external 
sources. 

Though the internal sources of recruitment 
are economical for the organisation but they 
suffer from some drawbacks too. Some of the 
drawbacks of internal sources of recruitment are: 
(i) When vacancies are filled through internal 

sources, the scope of induction of fresh talent 
is reduced. 

(ii) The employees may become lethargic if they 
are sure of time bound promotions. 

(iii) A new enterprise cannot use internal sources 
of recruitment. 

(iv) The spirit of competition among the 
employees may be hampered. 

(v) Frequent transfers of employees may often 
reduce the productivity of the organisation.

 32. (a) The quality of management lacking in Mr. 
Bajaj is communication. All the professional 
knowledge and intelligence that a manager 
possesses becomes immaterial if he is not 
able of communicate effectively with his 
subordinates and create understanding in 
them. 

(b) Semantic barrier—Such barriers are 
concerned with problems and obstructions 
in the process of coding and decoding of 
a message into words and expression. 
Normally, such barriers result on account 
of use of wrong words, faulty translations, 
different interpretations etc. 

(c) The categories of semantic barriers are: 
 (i) Technical jargon: These are words used 

by experts and specialists and difficult 
belonging to some other field. Use 
of such words can act as a barrier to 
effective communication. 

 (ii) Symbols with different meanings: A 
single word may have more than one 
meaning. For example, word ‘plane’ has 
different meanings. 

 (iii) Faulty translation: When a message 
is translated into some other language 
then due to lack of equal command on 
both the languages the meanings might 
change. 

 (iv) Unclarified assumptions: Sometimes 
a message conveyed may carry 
assumptions. These assumptions may 
be differently understood and explained 
by the receiver leading to barriers in 
communication. 

 33. The functions of SEBI are as follows: 
(i) Development functions: 
 (a) Developing the capital markets by 

considering the improvement of all 
possible aspects connected with it. 

 (b) Doing timely research and undertaking 
publishing of the outcomes of research, 
as and when required. 

 (c) Training the intermediaries (who act as a 
vital link between investors and issuers). 

 (d) Investors education. 
 (e) Promotion of fair practices and code of 

conduct. 
(ii) Regulatory functions: 
 (a) Registration of brokers and sub-brokers.
 (b) Registration and regulation of mutual 

funds. 
 (c) Regulation of take-over bids. 
 (d) Conducting inspections, enquiries and 

audits of Stock exchanges. 
 (e) Levying fee, as and when required. 
 (f ) Regulation of underwriters, stock brokers, 

etc. 
 (g) Regulation of stock bankers, portfolio 

exchanges, and merchant bankers. 
 (h) Prohibition of fraudulent and unfair trade 

practices.

OR
The functions of stock exchange are as follows: 
(i) Ensures liquidity and marketability of 

existing securities by providing a ready and 
continuous market for the sale and purchase 
of securities. 

(ii) Helps in determining the prices of the 
securities through the forces of demand and 
supply. 

(iii) It promotes the habit of saving and investment 
among the general public. 

(iv) It provides a legal framework for fair and safe 
dealings. 

(v) It helps the companies in raising finance thus 
facilitating capital formation and economic 
growth. 
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(vi) It provides scope for healthy speculation in a 
controlled and restricted way.

 34. (a) The concept of marketing highlighted in the 
above case is ‘Importance of Packaging’. 
Packaging is the process of wrapping of 
products to make them safe from external 
damages at the time of their physical 
distribution and storage as well. 

(b) The different benefits of packaging highlighted 
above are: 

 (i) It helps in self service outlets: Sushma 
has decided to cut down the personal 
selling efforts of her company by 
reducing the number of salesmen as she 
wants that the packaging should speak 
for itself, thus, gaining the attention of 
the potential customers. 

 (ii) It provides an innovational opportunity: 
She has brought an R & D department 
in her organisation and has asked them 
to invent new types of packaging in 
order to increase the scope of marketing 
as new packaging would ensure 
safety, environment friendliness and 
attractiveness. 

 (iii) It helps in product differentiation: She 
wants her packaging to be such that 
her product should stand distinct, be 
recognised easily and not be lost in the 
pool of different products in the market. 

 (iv) It helps in meeting the expectations of 
customers as standards of health and 
sanitation are rising: One thing that the 
customers always look for in an FMCG 
product is the hygiene and purity; these 
two traits can only be conveyed to the 
potential customers by proper packaging.
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SOLUTION
 1. (d)  A-(iv), B-(i), C-(ii), D-(iii)

Explanation: Economic environment include 
interest rates, inflation rates,  changes in 
disposable income of people, stock market 
indices and the value of rupee .
Social environment of business include social 
forces like customs and traditions, values, social 
trends, society’s expectations from business etc. 
Technological environment include forces relating 
to scientific improvements and innovations.
Legal environment include various legislations 
passed by the Government administrative 
orders issued by government authorities, court 
judgements, as well as the decisions rendered by 
various commissions and agencies at every level 
of the government.

 2. (b) Decentralisation 
Explanation: Decentralisation refers to 
delegation of authority throughout all the level 
of the organisation. Decision making authority is 
pushed down the chain of command. Here, the 
CEO delegates some authority to the General 
manager and the General manager further 
disperse some authority to various levels in the 
organisation. 

  Related Theory
  The importance of decentralisation is that it helps 

in development of managerial talent, quick decision 
making, reduces burden on top management, 
development of initiative, growth and better control.

 3. (b) Management is a goal oriented process 
Explanation: An organisation has a set of basic 
goals which are the basic reason for its existence. 
Management unites the efforts of different 
individuals in the organisation towards achieving 
these goals. Here, Sarthak has set a goal of 
increasing the sales by 30% in the next quarter. 
The feature highlight is management is a goal 
oriented process.

OR

  (c) Management 
Explanation: Management can be defined 
as the process of designing and maintaining 

an environment in which individuals, working 
together in groups, efficientlyccomplish selected  
objectives. 

  Related Theory
  Management is described as the process of planning, 

organising, directing and controlling the efforts of 
organisational members and of using organisational 
resources to achieve specific goals.

 4. (b) Planning is a mental exercise 
Explanation: Planning requires application of the 
mind involving foresight, intelligent imagination 
and sound judgement. Thinking for planning 
must be orderly and based on the analysis of 
facts and forecasts. 

  Related Theory
  Planning is deciding in advance what to do and how 

to do. It is closely connected with creativity and 
innovation. It requires decision making since it involves 
making a choice from alternative courses of action.

 5. (a) Nature of business 
Explanation: The factors affecting the working 
capital requirements are: nature of business, 
scale of operations, business cycle, seasonal 
factors, production cycle, credit allowed, credit 
availed,  operating  efficiency,  material,   growth  
prospects, level of competition and inflation. 

  Related Theory
  Decisions on working capital management are 

concerned with the management having enough 
money in the short-run to cover their short-term 
liabilities. Working capital is the difference between 
current assets and current liabilities used as a measure 
to evaluate a business’ efficienccy in shorttterrm assets.  

OR
  (d) 4 

Explanation: A treasury bill is an instrument 
of short term borrowing by the Government of 
Indian maturing in less than one year. They are 
also known as zero coupon bonds, Treasury bills 
are available for a minimum amount of ` 25,000 
and in multiples thereof. Here, in this case, only 
4 treasury bills could be bought for ` 1,00,000. 
The balance of ` 20,000 would not be invested 
in treasury bills. 

11
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  Related Theory
  Money market is a market for short term funds which 

deals in monetary assets whose period of maturity is 
upto one year. The major money market instruments 
are: 

  - Treasury bill, commercial paper 
  - Call money 
  t Certificate of deposit 
  - Commercial bill

 6. (c) e-IPO 
Explanation: Initial Public Offering (IPO) is made 
in primary markets when an unlisted company 
makes fresh issues of securities for the first time. 

  Related Theory
  SEBI has proposed e-IPO norms where investors can bid 

for new shares through internet and eventually through 
mobile applications. Public Sector Undertakings (PSUs) 
securities will be provided a fast-route track for share 
sales/purchase in order to meet their disinvestment 
targets. For already listed companies as well, the 
market regulator has proposed a fast-track route for 
raising of funds through FPOs or rights offers (where 
funds can be raised from existing shareholders).

 7. (c) Selling concept 
Explanation: Selling concept of marketing 
management philosophy assumes that the 
customer would not buy unless they are 
adequately convinced and motivated to do so. 
The business firms focus on pushing the sale of 
products through aggressive selling techniques 
with a view to persuade, lure or coax the buyers 
to buy the products, Here, in this case, company 
is trying to sell its products through various 
selling techniques. 

  Related Theory
  Production concept emphasis on large scale of 

production to reduce the average cost of production. 
  Product concept emphasise on quality of product. 

Product irmproverment is the kecy to profit rmaxirmisation 
of a firrm under this concept. 

  Societal marketing concept not only emphasie on 
consumer’s needs but also consider large issue of long 
term social welfare.

 8. (a) Labelling 
Explanation: Labelling refers to the process of 
designing a graphics for a product containing 
product description, its contents, method of 
use, safety information. Here, in this case, the 
company has not provided necessary information 
regarding method of use and safety precautions 
for its use. 

  Related Theory
  The various functions performed by a label are: 
  - Describe the product and specify its contents 
  t Identification of the product or brand
  - Grading of products 
  - Help in promotion of products 
  - Providing information required by the law

 9. (b) Decentralisation 
Explanation: Decentralisation can be considered 
to have originated from centralisation that 
enables decision making at different levels. 
”Everything that goes to increase the importance 
of the subordinates’ role is decentralisation 
and everything which goes to reduce it is 
centralisation.” 

  Related Theory
  Delegation refers to the downward transfer of authority 

from a superior to a subordinate. It is a pre-requiste to 
the eff icient functioning of an organisation because  
it enables a manager to use his time on high priority 
activities.

 10. (b) Right to seek redressal 
Explanation: Consumer has the right to seek 
redressal against unfair trade practices or 
restrictive trade practices or unscrupulous 
exploitation of consumers. This implies that 
consumers are entitled to seek redressal for their 
grievances caused by exploitation of unfair trade 
practices. Here, in the case, Ahuja on finding the 
stone in the cheese box exercised this right as a 
complaint. 

  Related Theory
  There are various consumer disputes redressal courts 

like District Consumer Disputes Redressal Forum at 
district level, State Consumer Disputes Redressal 
Commission at state level and National Consumer 
Disputes Redressal Commission at national level.

 11. Note: There is a misprint in the question. The 
correct question is:
Yash had severe pain in his throat, so he called 
up the doctor and asked for a telephonic advice. 
The doctor prescribed him a sachet of Throat 
Reliever Hot Sip. He asked his servant to get a 
sachet from a local chemist with a cash memo. 
After consuming the sachet, he started feeling 
more ill, so he picked up the empty sachet and 
started reading the label. To his utter dismay, 
the sachet had already expired last month.
Which of the following remedies is not available 
to him any longer as a consumer?
(a) To withdraw the hazardous goods from sale.
(b) To replace the defective product with a new 

one.
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(c) To refund the price paid for the product.
(d) To pay a reasonable amount of compensation 

for any loss suffered by the consumer due to 
the negligence of the opposite party.

(b) To replace the defective product with a new 
one.
Explanation: Because he has already consumed 
the product.

 12. (a) Product 
Explanation: Product means goods or services or 
anything of value which is offered to the market 
for exchange. The concept of product relates not 
only to the physical product but also the benefits 
offered by the company from customer’s view 
point. Hore, the company’s scooters are not only 
equipped with mobile charger and audio system 
but the company is also offering free after sales 
service. 

  Related Theory
  Marketing rmix is a set of rmarketing tools that the firrm 

uses to pursue its marketing objectives in a target 
market. The elements of marketing mix have been 
classified in four categories, popularlcy known as four 
Ps of marketing viz. product, price, place and promotion.

 13. (d) Controlling
Explanation: Controlling is the fundamental 
function of management as without proper 
controlling, all other functions of management 
are meaningless. It is a goal-oriented process. It 
ensures completion of organisational goals by 
monitoring the actual performance.

 14. (c) Analysing Deviations
Explanation: Analysing deviations is one of the 
important step of controlling process. Once the 
actual performance is measured, it is time to 
analyse the deviations (if any). Deviations are 
analysed by comparing actual performance with 
the pre-established standards. 

  Related Theory
  Steps in the process of controlling:
  - Establishment of standards
  - Measurement of actual performance
  - Comparison of actual performance with standards
  - Analysing deviations
  - Taking corrective actions
  - Follow up actions

 15. (b) Taking corrective action
Explanation: If deviations are within the 
permissible limits; no action is to be taken but 
when deviations are beyond the permissible 
limits, immediate corrective actions must be 
taken.

  Related Theory
  Nature of controlling:
  - Managerial function
  - Pervasive function
  - Continuous process, 
  - Dynamic process
  - Forward as well as backward looking
  - Action oriented
  - Measurement 
  - Goal oriented

 16. (c)  Critical point control
Explanation: According to principle of critical 
point control, there is systematic monitoring at 
strategic control points in a process. This means 
that within a set of tasks in a business activity, 
managers should identify certain points that 
play a critical role in ensuring the actual work 
will be completed as per specific norms. These 
are known as Key Result Areas (KRAs), if not given 
attention to, can lead to unfavourable results or 
losses to businesses.

  Related Theory
  Span of management: The span of management is 

nurmber of subordinate that a superior can effectivelcy 
supervise. It is the chain of command that links a 
superior (to supervise) a certain number of individuals 
in different lacyers that can be increased or decreased 
depending on the nature of the work.

 17. (a) Business environment
Explanation: Business environment means the 
sum total of all individuals, institutions, and other 
forces that are outside the control of business 
enterprise but may affect its performance. Here, 
in this case, the business of Evergreen Private Ltd. 
got a boost due to court order.

 18. (b) Legal
Explanation: Legal environment includes 
various legislations passed by the Government 
administrative orders issued by government 
authorities, court judgements as well as the 
decisions rendered by various commissions and 
agencies at every level of the government. Here, 
the court has passed an order that all schools 
must have water purifier.

  Related Theory
  Political environment includes political conditions such 

as general stabilitcy and peace in the countrcy and specific 
attitudes that elected government representatives hold 
towards business.

  Econormic environrment include interest rates, inflation 
rates,  changes in disposable income of people, stock 
market indices and the value of rupee .

  Social environment of business include social forces like 
customs and traditions, values, social trends, society’s 
expectations from business etc. 
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 19. (d) Social
Explanation:  Social environment of business 
include social forces like customs and traditions, 
values, social trends, society’s expectations from 
business etc. Here, the health of students and 
teachers is a matter of social concern and affects 
the society as a whole.

 20. (a) Technical
Explanation: Technological environment include 
forces relating to scientific improvements and 
innovations.

 21. Ritu, as the manager of the norther division of 
large corporate house is working at middle level 
of management in the organisation. The middle 
level managers are the link between top level 
and lower level managers. They are subordinate 
to top managers and superior to the first line 
manager. 
The basic functions of middle level of 
management, Ritu in this case, are as follows: 
(i) Interpret the policies framed by the top 

management. 
(ii) Ensure that their department has the 

necessary personnel. 
(iii) Motivate the subordinates to achieve desired 

objective. 
(iv) Motivate the subordinates to achieve 

objectives. 
(v) Co-ordinate with other departments for 

smooth functioning of the organisation. 

OR 
Surendra, as a supervisor in construction 
company, is working at the lower level or 
operational level in the organisation. 
The functions performed by Surendra at lower 
level of management are as follows: 
(i) Directly oversee the efforts of the workforce. 
(ii) Serve as link between the workforce and the 

middle level manager. 
(iii) Ensure sufficient good quality of output; 
(iv) Provide guidance and training to workers. 
(v) Ensure good working conditions are provided 

to the workers.

 22. (a) The principle of management applied for 
the success of the programme is Espirit 
de corps. As per the principle of espirit de 
corps, management should promote a 
team spirit of unity and harmony among 
employees, committee members in this case. 
Management should promote team work 
otherwise objectives would be difficult to 
realise. All the conversations should replace 
‘I’ with ‘we’ to foster team spirit. 

(b) The features of management highlighted in 
the paragraph are as follows: 

 (i) Management is a goal oriented process: 
An organisation has a set of basic goals 
which are basic reason for its existence. 
Management unites the efforts of 
different individual in the organisaton 
towards achieving these goals. Here, in 
this case, the management has utilised 
the efforts of the sports captains in 
organising the sport day. 

 (ii) Management is all pervasive: 
Management is applicable to all type 
of organisations, economic, social and 
political, all sizes of organisations and at 
all level of management.

OR
The basic characteristics of management that 
establish it as a science are: 
(i) Systematised body of knowledge: Science 

is a systematic body of knowledge. Its 
principles are based on a cause and effect 
relationship. This feature of science is 
present in management as management 
has a systematised body of knowledge. It 
has its own theory and principles that have 
developed over a period of time. 

(ii) Principles based on experimentation: 
Scientific principles are first developed 
through observation and then tested through. 
repeated experimentation under controlled 
conditions. Similarly, the principles of 
management have evolved over a period of 
time based on repeated experimentation and 
observation in different types of organisations. 

(iii) Universal validity: Scientific principles have 
universal validity and application. Since the 
principles of management are not as exact as 
the principles of science, their application and 
use is not universal. They have to be modified 
according to a given situation. However, they 
provide managers with certain standardised 
techniques that can be used in different 
situations. These principles are also used for 
training and development of managers.

 23. No, I do not agree. with this statement. Directing 
is required at all levels in management because: 
(i) Directing takes place at every level of 

management: Managers at top-level 
management direct their subordinates or 
managers at middle level management. 
They, in turn, direct their subordinates or 
supervisors at supervisory level. Supervisors, 
in turn, direct workers under them to do 
the work. The direction thus, trickles down 
from top management to workers indirectly 
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making directing a requirement to meet 
organisational goals. 

(ii) Directing is a continuous process: Directing 
is also a continuous process requiring 
supervision and review at all levels. Corrective 
actions can be taken during emergency 
issues making directing as a requirement at 
all levels.

 24. (a) The supervisor may provide vestibule training 
to the workers in order to enable them to 
handle their work independently. Vestibule 
training is a method of training in which 
employees learn their jobs on the equipment 
they will be using, but the training is conducted 
away from the actual work floor. Actual work 
environments are created and the employees 
use the same material, files and equipments. 

(b) The benefits of importing training to the 
employees are as follows: 

 (i) Better career: Improved skills and 
knowledge due to training lead to better 
career of individual. 

 (ii) Increased earnings: Increased 
performance by the individual help him 
to earn more. 

 (iii) Increase in efficiency: Training makes 
the employee more eff icient machines. 
Thus,  less prone to accidents. 

 25. (a) Controlling is the function of management 
performed by Arjun in this case. Controlling 
means ensuring that activities in an 
organisation are performed as per the plans. 
It also ensures that organisation’s resources 
are being used effectively and efficiently for 
the achievement of pre-determined goals. 

(b) The benefits of controlling are as follows: 
 (i) Accomplishing organisational goals: 

The controlling function measures 
progress towards the organisational 
goal and brings to light the deviations, if 
any, and indicates corrective action. 

 (ii) Making eff icient use of resoruces: By 
exercising control, a manager seeks 
to reduce wastage and spoilage of 
resources. Each activity is performed 
in accordance with pre-determined 
standards and norms. This ensures that 
resources are used in the most effective 
and efficient manner.

 (iii) Ensuring order and discipline: Controlling 
creates an atmosphere of order and 
discipline in the organisation. It helps 
to minimise dishonest behaviour on the 
part of the employees by keeping a 
close check on their activities.

 26. (a) The financial decision to be taken by Sudha 
is capital budgeting decision, which is an 
investment decision. Investment decision 
relates to how the firm‘s funds are invested 
in different assets. Investment decision can 
be long-term or short-term. A long-term 
investment decision is called capital budgeting 
decision. It involves committing the finance on 
a long-term basis. These decisions are very 
crucial for any business since they affect its 
earning capacity over the long run. The size of 
assets, the profitability and competitiveness 
are all affected by the capital budgeting 
decisions. 

(b) The factors that affect capital budgeting 
decisions are: 

 (i) Cash flows of the project: When a 
company takes an investment decision 
involving huge amount, it expects to 
generate some cash flows over a period. 
These cash flows are in the form of a 
series of cash receipts and payments 
over the life of an investment. The 
amount of these cash flows should be 
carefully analysed before considering a 
capital budgeting decision. 

 (ii) The rate of return: The most important 
criterion is the rate of return of the 
project. These calculations are based on 
the expected returns from each proposal 
and the assessment of risk involved. 

 (iii) The investment criteria involved: The 
decision to invest in a particular project 
involves a number of calculations 
regarding the amount of investment, 
interest rate, cash flows, and rate of 
return. There are different techniques to 
evaluate investment proposals which are 
known as capital budgeting techniques. 
These techniques are applied to each 
proposal before selecting a particular 
project.

OR
The factors related to organisation structure, 
authority relationships, rules and regulations 
may, sometimes, act as barriers to effective 
communication. 
Some of the organisational barriers are as 
follows: 
(i) Organisational policy: If the organisational 

policy, explicit or implicit, is not supportive to 
free flow of communication, it may hamper 
effectiveness of communications. 

(ii) Rules and regulations: Rigid rules and 
cumbersome procedures may be hurdle to 
communication. Similarly, communication 
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through prescribed channels may result in 
delay. 

(iii) Status: Status of superior may create 
psychological distance between him and his 
subordinates. A status conscious manager 
also may not allow his subordinates to 
express their feelings freely. 

(iv) Complexity in organisation structure: In 
an organisation where there are number 
of managerial levels, communication gets 
delayed and distorted as number of filtering 
are more.

 27. (a) Financial planning is the financial concept 
discussed in the above paragraph.

   Financing planning is essentially preparation 
of a financial blue print of an organisation’s 
future operations. Financial planning 
process tries to forecast all the items which 
are likely to undergo changes. It enables 
the management to foresee the funds 
requirements both the quantum as well as 
the timing. Likely shortage and surpluses are 
forecast so that necessary activities are taken 
in advance to meet those situations.

(b) Financial planning strives to achieve the 
following objectives: 

 (i) To ensure availability of funds whenever 
these are required: This include a proper 
estimation of the funds required for 
different purpose such as for the purchase 
of long-term assets or to meet day to 
day expenses of business etc. Apart from 
this, there is a need to estimate the time 
at which these funds are to be made 
available. Financial planning also tries to 
specify possible sources of these funds. 

 (ii) To see that the firm does not raise 
resources unnecessarily: Excess funding 
is almost as bad as inadequate funding. 
Even if there is some surplus money, 
good financial planning would put it to 
best possible use so that the financial 
resources are not left idle and don’t 
unnecessarily add to the cost.

 28. Advertisement is impersonal mode of 
communication which is paid for by the 
marketers or identified sponsors (manufacturers) 
to attract target customers to buy the product 
or avail services. Examples : Newspapers, leaflets, 
pamphlets, radio, television, internet, websites, 
etc. 
The features of advertisement are as follows: 
(i) Paid form: It is in the paid form and cost 

of communicating with the prospective 
buyers is borne by the marketers/sponsors/ 
manufacturers. 

(ii) Impersonality: There is no personal contact 
between the sponsor and ultimate buyer of 
the good and services. So, it is referred to as 
impersonal form of communication. 

(iii) Identified sponsor: Advertisement is always 
in paid form. It is always done by an identified 
sponsors. This sponsor may an individual or 
an organization.

 29. (a) The concept used by Samir Gupta through 
which he is able to steer his company 
to greater heights is decentralisation. 
Decentralisation is the delegation of decision 
making authority to the lower level of the heir-
archy. It is a philosophy that implies selective 
dispersal of authority because it propogates 
the belief that people are competent, capable 
and resourceful. 

(b) The importance of decentralisation is as 
follows:

 (i) Develops initiative among 
subordinates: Decentralisation helps 
to promote self reliance and confidence 
amongst the subordinates. This is 
because when lower managerial levels 
are given freedom to take their own 
decisions they learn to depend on their 
own judgment. Decenteralisation policy 
helps to identify those executives who 
have the necessary potential to become 
dynamic leaders. 

 (ii) Develops managerial talent for the 
future: Formal training plays an important 
part in equipping subordinates with skills 
that help them rise in the organisation 
but equally important is the experience 
gained by handling assignments 
independently. Decentralisation is a 
means of management education 
as well as an opportunity for trained 
manpower to use its talent in real life 
situations.

 (iii) Facilitates growth: Decentralisatin 
awards greater autonomy to the 
lower levels of management as well 
as divisional or department heads. This 
allows them to function in a manner 
best suited to their department and 
fosters a sense of competition amongst 
the departments. Consequently, with 
each department doing its best in a bid 
to outdo the other, the productivity levels 
increase and the organisation is able to 
generate more returns which can be 
used for expansion purposes. 

 (iv) Relief to top management: 
Decentralisation diminishes the amount 
of direct supervision exercised by 
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a supervisor over the activities of a 
subordinate because they are given the 
freedom to act and decide within the 
limits set by the superior. Decentralisation 
leaves the top management with more 
time which they can devote to important 
policy decisions rather than occupying 
their time with both policy as well as 
operational decisions. 

 (v) Quick decision making: The 
management hierarchy can be looked 
upon as a chain of communication. 
In a decentralised organisations since 
decisions are taken at levels which are 
nearest to the points of action and there 
is no requirement for approval from many 
level, the process is much faster. There 
are also less chances of information 
getting distorted because it doesn’t have 
to go through long channels.

 (Write any four)

 30. (a) The principles of management followed by 
the production manager in this case are a 
follows: 

 (i) Science, not rule of thumb: Taylor, in 
his scientific management, believed 
that there was only one best method to 
maximise efficiency developed through 
study and analysis. Scientific method 
involves investigation of traditional 
methods through work study, unifying 
the best practices and developing a 
standard method, which would be 
followed throughout the organisation. 
According to Taylor, even a small 
production activity like loading pigs of 
iron into box cars can be scientifically 
planned and managed. This can result in 
tremendous saving of human energy as 
well as wastage of time and materials. 

 (ii) Development of each and every 
person to his or her greatest eff iciency 
and prosperity: Industrial eff iciency 
depends to a large extents on personnel 
complacencies. As such, scientific 
management also stood for worker 
development. Worker training is essential 
also to learn the best method developed as 
a consequence of the scientific approach. 
Taylor was of the view that the concern 
for eff iciency could be built in right from 
the process of employee selection. Each 
person should be scientifically selected. 
Then work assigned should suit her/ 
his physical, mental and intellectual 
capabilities. To increase eff iciency, they 
should be given the required training. 

Eff icienct employees would produce 
more and earn more. This will ensure 
their greatest eff iciency and prosperity 
for both company and workers. 

(b) The technique of scientific management 
followed in the above case in method study. 

 Method study: The objective of method 
study is to find out the best way of doing the 
job. There are various methods of doing a job. 
Right from procurement of raw materials till 
the final product is delivered to the customer 
every activity is part of method study. Taylor 
devised the concept of assembly line by using 
method study. The objective of the whole 
exercise is to minimise the cost of production 
and maximise the quality and satisfaction 
of the customer. For this purpose, many 
techniques like process charts and operations 
research etc. are used.

OR
(a) The principle of management of Fayol and 

Taylor referred to in the above paragraph are 
‘Remuneration to employees’ and ‘Harmony 
not discord’. 

 (i) Remuneration to employees: 
According to Fayol, the overall pay 
and compensation should be fair to 
both employees and the organisation. 
The employees should be paid fair 
wages, which should give them at 
least a reasonable standard of living. 
The remuneration should be just and 
equitable. 

 (ii) Harmony, not discord: Taylor 
emphasised that there should be complete 
harmony between the management and 
the workers. To achieve this state, Taylor 
called for complete mental revolution 
on the part of both management and 
workers. It means that management and 
workers should transform their thinking. 
Management should share the gains of 
the company, if any, with the workers. 
At the same time, workers should work 
hard and be willing to embrace change 
for the good of the company. According 
to Taylor, Scientific management has for 
its foundation the firm conviction that 
the true interest of two are one and the 
same; that prosperity of the employer 
cannot exist for a long time unless it 
is accompanied by prosperity for the 
employees and vice versa. 

(b) The principles of management of Fayol and 
Taylor referred to in the above paragraph 
are ‘Initiative’ and ‘Co-operation and not 
individualism’. 
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 (i) Initiative: According to Fayol, workers 
should be encouraged to develop and 
carry out their plans for improvements. 
Initiative means taking the first step with 
self-motivation. It is thinking out and 
executing the plan. Initiative should be 
encouraged but it does not mean going 
against the established practices of the 
company. A good company should have 
an employee suggestion system where 
by initiative/suggestions which result in 
substantial cost or time reduction should 
be rewarded. 

 (ii) Co-operation and not individualism: 
According to Taylor, there should be 
complete co-operation between the 
labour and the management instead 
of individualism. Competition should 
be replaced by co-operation. Both 
worker and management should realise 
that they need each other. For this, 
management should not close its ears 
to any constructive suggestions made by 
the employees. They should be rewarded 
for their suggestions which results in 
substantial reduction in costs.

 31. (a) The function of management performed 
by Jyoti is planning. Planning is deciding in 
advance what to do and how to do. It seeks 
to bridge the gap between where we are 
and where we want to go. It requires taking 
decision since it involves making a choice 
from alternative courses of action. 

(b) The step already taken by Jyoti in planning 
process is setting objectives. This is the first and 
foremost step in planning process. Objectives 
or goals specify what the organisation wants 
to achieve. Here, in this case, Jyoti has set 
the objective of supplying high quality and 
affordable products to the customers. 

 The further steps to be taken by Jyoti in the 
planning process are: 

 (i) Developing premises: Planning is 
concerned with the future which is 
uncertain and every planner is using 
conjuncture about what might happen 
in future. Therefore, the manager is 
required to make certain assumptions. 
These assumption are called premises. 

 (ii) Identifying alternative courses of 
action: The next step in the planning 
process is to act upon the assumptions 
made. There are many ways to act and 
achieve objectives. All the alternative 
courses of action should be identified. An 

innovative course may be adopted by 
involving more people and sharing their 
ideas. 

 (iii) Evaluating alternative courses: The 
next step is to weigh the pros and cons 
of each alternative. Each course will 
have many variables which have to be 
weighed against each other. The positive 
and negative aspects of each proposal 
need to be evaluated in the light of the 
objective to be achieved. 

 (iv) Selecting an alternative: This is the real 
point of decision making. The best plan 
has to be adopted and implemented. 
The ideal plan would be the most 
feasible, profitable and with least 
negative consequences. Sometimes, a 
combination of plans may be selected 
instead of one best course. 

 (v) Implement the plan: This step is 
concerned with putting the plan into 
action. This step would also involve 
organising for labour and purchase of 
machinery. 

 (vi) Follow-up action: To see whether plans 
are being implemented and activities are 
performed according to schedule is also 
part of the planning process Monitoring 
the plans is equally important to ensure 
that objectives are achieved.

OR 
Though planning is forward looking and based 
on research, analysis and thereby predicting the 
future predection, yet it do not ensure success. 
The business environment affects the functioning 
of an organisation. Business environment include, 
social, political, technological and other forces 
which operate outside a business enterprise. 
These forces are complex and ever changing in 
nature. 
Due to such uncertainties, one cannot be sure of 
the success rate of the plans, rather the plans 
need be modified to adapt to the changing 
environment. It becomes diff icul to accurately 
asses future trends in the environment if 
economic policies are modified or the political 
conditions in the country are not stable or there 
is a natural calamity. Competition in the market 
can also upset plans, sales targets may have to 
be revised as they are based on sales figures. 
Planning cannot force everything and thus, there 
may be obstacles to effective planning. Thus, 
it is understand able that despite the fact that 
planning involves working out details for the 
future, it may not ensure success.
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 32. (a) The function of management discussed above 
is controlling. Controlling means ensuring that 
activities in an organisation are performed 
as per plans. The controlling function finds 
out how far actual performance deviates 
from standards, analysis the causes of such 
deviations and take corrective actions based 
on the same. This process helps in future 
plans in the light of the problems that were 
identified and thus, helps in better planning 
in the future periods. 

(b) The steps of controlling process discussed in 
the above paragraph are as follows: 

 (i) Setting performance standards: 
“Recently the company had conducted 
the time and motion study and 
conducted that on an average a worker 
can assemble ten water coolers in a day 
and the target volume of the company in 
a day is assempbling 1,000 units of water 
coolers.” Setting performance standards 
is the first step in controlling process. 
Standards are the criteria against which 
actual performance would be measured. 
Thus, standards serve as benchmarks 
towards which an organisation strive 
to work. Standards can be set in both 
quantitative and qualitative terms. 

 (ii) Measurement of actual performance: 
“Even then the assembly of water 
coolers per day is 800 units only”. 
Once performance standards are set, 
the next step in controlling process is 
measurement of actual performance. 
Performance should be measured in an 
objective and reliable manner. There are 
several techniques for measurement of 
performance. These include personal 
observations, sample checking, 
performance reports etc. 

 (iii) Comparing actual performance with 
standards: This step involve comparison 
of actual performance with the standard. 
Such comparison will reveal the deviation 
between actual and desired results. 
Comparison becomes easier when 
standards are set in quantitative terms. 

 (iv) Analysing deviations: Some deviation 
in performance can be expected in 
all activities. It is, therefore, important 
to determine the acceptable range of 
deviations. Also, deviation in key areas 
of business need to be attended more 
urgently as compared to deviations in 
certain insignificant areas. 

OR
(a) Controlling is the function of management 

being performed by the quality control 

team of Adams Apparels. Controlling means 
ensuring that activities in the organisation 
are performed as per plans. The controlling 
function finds out how far actual performance 
deviates from standards, analyses the cause 
of such deviations and take corrective actions 
for the same. 

(b) The statement, “records and analyses the 
deviations and take necessary corrective 
actions” refers to the following steps involved 
in controlling process. 

 (i) Comparing the actual performance 
with the standards: This step of 
controlling process involves comparison 
of actual performance with the 
standards. Such comparison reveal the 
deviation between actual and desired 
result. 

 (ii) Analysing deviations: It is important 
to determine the acceptable range of 
deviations. The deviations in the key 
areas need to be attended more urgently 
as compared to deviations in certain 
insignificant areas. 

 These are done through: 
  (1) Critical point control: It is neither 

economical nor easy to keep a 
check on each and every activiy 
in an organisation. Control should, 
therefore, focus on key result areas 
(KRAs) which are critical to the 
success of an organisation. These 
KRAs are set as the critical points. If 
any thing goes wrong at the critical 
points, the entire organisation suffers. 
For instance, in a manufacturing 
organisation, an increase of 5 
percent in the labour cost may be 
more troublesome than a 15 percent 
increase in postal charges. 

  (2) Management by exception: 
Management by exception, which 
is often referred to as control by 
exception, is an important principle 
of management control based on 
the belief that an attempt to control 
everything results in controlling 
nothing. Thus, only significant 
deviations which go beyond the 
permissible limit should be brought 
to the notice of the management. 
Thus, if the plans lay down 2 percent 
increase in labour cost as acceptable 
range of deviation in manufacturing 
organisation, only increase in labour 
cost beyond 2 percent should 
be brought to the notice of the 
management. 
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 (iii) Taking corrective action: The final 
step in the controlling process is taking 
corrective action. No corrective action is 
required when the deviations are within 
acceptable limits. However when the 
deviations go beyond the acceptable 
range, especially in the important area, 
it demands immediate managerial 
attention so that deviations do not occur 
again and standards are accomplished.

  Corrective action might involve training of 
employees if the production target could 
not be met. Similarly, if an important 
project is running behind schedule, 
corrective action might involve assigning 
of additional workers and equipment to 
the project and permission for overtime 
work.

 33. Capital structure refers to the mix between 
owners’ and borrowed funds. Owners’ funds 
consists of equity share capital, preference 
share capital and reserve and surpluses or 
retained earnings. Borrowed funds can be in the 
form of loans, debentures, public deposits etc. 
Capital structure of a business affects both the 
profitability and the financial risk.
The important factors affecting the choice of 
capital structure of an organisation are as follows: 
(i) Cash flow position: Size of projected cash 

flows must be considered before issuing 
debt. Cash flows must not only cover fixed 
cash payment obligations but there must be 
buffer stock also. It must be kept in mind that 
a company has cash payment obligations for 
normal business operations; for investment in 
fixed assets; and for meeting the debt service 
commitments. 

(ii) Interest coverage ratio (ICR): The interest 
coverage ratio refers to the number of 
times earning before interest and taxes of 
a company covers the interest obligation. 
The higher the ratio, ,lower is the risk of 
company failing to meet its interest payment 
obligations 

(iii) Debt service coverage ratio (DSCR): 
Debt service coverage ratio takes care of 
the deficiencies referred to in the interest 
better ability to meet cash commitment 
and consequently, the company’s potential 
to increases debt component in its capital 
structure. 

(iv) Returns on investments (RoI): If the rate of 
investment (RoI) of the company is higher, 
it can choose to use trading on equity to 
increase to EPS i.e. its ability to use greater 
ROI is an important determinant of the 
company’s ability to use trading on quilt and 
thus the capital structure.

 34. Yes, personal selling is a powerful tool for a 
business organisation. Personal selling involves 
oral presentation of message in the form of 
conversation with one or more prospective 
customers for the purpose of making sales. In 
personal selling, a direct face-to-face dialogue 
takes place that involves an interactive 
relationship between the seller and the buyer. 
Personal selling allows a salesperson to develop 
personal relationships with the prospective 
customers, which may become important in 
making sale. 
Personal selling is a powerful tool for creating 
demand for a firm’s products and increasing 
their sale. The importance of personal selling 
to a business organisation may be described as 
follows: 
(i) Effective promotional tool: Personal selling 

is very effective promotional tool, which helps 
in influencing the prospects about the merits 
of a product and thereby increasing its sales. 

(ii) Flexible tool: Personal selling is more 
flexible than other tools of promotion such 
as adverstising and sales promotion. It helps 
business person in adopting their offer in 
varying purchase situations. 

(iii) Minimise wastage of efforts: Compared 
with other tools of promotions, the possibility 
of wastage of efforts in personal selling is 
minimum. This helps the business person in 
bringing economy in their efforts. 

(iv) Consumer attention: There is an opportunity 
to detect the loss of consumer attention 
and interest in a personal selling situation. 
This helps a business person in successfully 
completing the sale. 

(v) Lasting relationship: Personal selling helps 
to develop lasting relationship between the 
sales persons and the customers, which is 
very important for achieving the objectives of 
the business. 

(vi) Link with customers: Sales person play 
three different roles, namely, persuasive role, 
service role and informative role and thereby 
link a business firm to its customers.
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SOLUTION
 1. (c) Advertising 

Explanation: Advertising is an impersonal form of 
communication which is paid for by the marketer 
to promote some goods or services. The most 
common modes of advertising are newspapers, 
magazines, television and radio. Due to its mass 
reach, a large number of people can be reached 
over a vast geographical area. 

  Related Theory
  The merits of advertising are mass reach, enhancing 

customer satisfaction and confidence, expressiveness 
and economy

 2. (b) Departmentalisation 
Explanation: Departmentalisation refers to 
grouping of activities of similar nature into 
departments, once the work has been divided 
into small and manageable activities. It facilitates 
specialisation. 

  Related Theory
  The five types of departmentalisation are: functional, 

product, customer, geographical and process.

 3. True 
Explanation: Planning is deciding in advance 
what to do and how to do. Before doing anything, 
the manager has to formulate an idea of how 
to work on a particular task. Planning is closely 
connected with creativity and innovations and 
hence it is a intellectual process. 

  Related Theory
  The features of planning are: (i) planning focuses on 

achieving objectives; (ii) planning is primary function 
of management; (iii) planning is pervasive; (iv) planning 
is continuous; (v) planning is futuristic; (vi) planning 
involves decision making; (vii) planning is a mental 
exercise.

 4. (c) Forward looking as well as backward looking 
Explanation: Controlling, as an essential part of 
management, is forward as well as backward 
looking. It is a backward looking function 
as it assesses the work done and analyses 
deviations from the set standards. Based on 
these deviations it attempts to take the required 

corrective measures. Thus, it guides the future 
course of action and aims at improving the future 
performance. In this sense, it is also a forward 
looking function. Hence, controlling is forward as 
well as backward looking function. 

  Related Theory
  Although controlling is an important function of 

management, it has certain limitations. The limitations 
of controlling are diff iculty in setting quantitative 
standards, little control an external factors, resistance 
from employees and costly affair.

 5. (c) Refund 
Explanation: Refund is returning a part of price 
paid by customer, on producing some proof 
of purchase , say on return of empty foils or 
wrappers. This is commonly used by food product 
companies, to boost their sales. 

  Related Theory
  Discount means offering products at less than list price. 
  Rebate is offering products at special prices , to clear 

off excess inventory. 
  Lucky draw is offering gifts by way of coupons which 

carry prizes and drawn randomly.

 6. (c) Division of work 
Explanation: Fayol applied the principle of 
division of work to all kinds of work. This results in 
eff icient and effective output. Thus, a company 
have separate departments for finance, 
marketing, production. sales etc. All of them have 
specialised persons, collectively they achieve 
production and sales target of the company. 

  Related Theory
  Authority is the right to give orders and obtain obedance 

and responsibility is the corollary of authority. 
  Unity of direction implies that all the units of an 

organisation should be moving towards the same 
objectives through coordinated and focussed efforts. 

  Initiative implies that workers should be encouraged to 
develop and carry out their plans for improvements. It 
means taking the first step with self motivation.

 7. (d) Semantic barrier 
Explanation: Semantic barriers refer to 
misinterpretation of language or words used 
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during communication. Here, employee was new 
and unable to understand the instructions by Mr. 
Shashank hence, semantic barrier arises. 

  Related Theory
  The categories of semantic barrier are: badly expressed 

messages, symbol and words, faulty translation, 
clarified assumptions, technical jargons, body language 
and gesture coding.

 8. (a) Relativity 
Explanation: Business environment is a relative 
concept since it differs from country to country 
and even region to region. Here selling the same 
product in different country is a relativity feature 
of business environment. 

  Related Theory
  Uncerainity: It is very diff icult to predict possible 

changes, mainly when changes are taking place too 
frequently. 

  Dynamic: It is not static and cannot be monitored or 
predicted. 

  Complexity: Interactions between different factors can 
create new sets of influences and conditions making it 
difficult to determine which factor led to a particular 
situation or set of situations.

 9. (c) A-(ii), B-(iii), C-(iv), D-(i)
Explanation: Treasury bill is an instrument of 
short term borrowing by the Government of 
India maturing in less than one year. They are 
also known as zero coupon bonds.
Commercial Paper is a short term unsecured 
promissory note issued by large and credit 
worthy companies to raise short term funds. 
Funds raised through commercial paper are 
used to meet the floatation costs, also known as 
bridge financing.
Call Money is short term finance repayable on 
demand with a maturity period of one day to 
fifteen days, used for inter bank transactions.
Commercial bill is a bill of exchange used to 
finance the credit sales of the firm.

OR
 (b) Investment decision 
Explanation: Investment decisions refer to 
selecting and acquiring the assets in which funds 
will be invested by the business. 

  Related Theory
  The acquired assets can be classified under two broad 

groups Long-term assets which are related to long-
term profitability involving high-returns and minimal-
risks and; Short-term assets or current assets, which 
are assets that can be easily converted into cash 
during the normal course of a business.

 10. (b) Functional structure 
Explanation: In functional structure, each 
department will have specialised and similar 
skills, expertise, work activities and resource use. 

  Related Theory
  Functional structures are rigid and not flexible or easily 

adaptable because they follow sequential tasks across 
departments.

OR
(b) Accountability 
Explanation: Accountabilty is a liability for a 
subordinate created for use of authority by 
superior. 

  Related Theory
  Accountability is an obligation for a subordinate to 

report formally to superiors. It flows form lower level 
to top level..

 11. (a) Supports in product identification 
Explanation: Branding helps the customers in 
identifying the products. Here, in this case, since 
Rajat is satisfied with his favourite brand the 
need not make close inspection every time he 
buys the product. Branding greatly facilitates 
repeat purchase of the products. 

  Related Theory
  Branding ensures quality of the product. Whenever 

these is deviation the customer can have recourse to 
the manufacturer. 

  Same brands become status symbols because of their 
quality. The consumers of these brands of products feel 
proud of using them.

 12. (c) Product Mix 
Explanation: Product mix can include a product, 
service or idea consisting of tangible and 
intangible elements. Tangible products are those 
products which can be touched, felt, tasted or 
smelled while intangible products include the 
psychological factors like image, satisfaction, 
utility, etc., about the product or its price. 

  Related Theory
  Main components of product mix are branding, 

packaging and labelling.

 13. (c) Organising
Explanation: Organising is a process that initiates 
implementation of plans by clarifying jobs and 
working relationships and effectively deploying 
resources for attainment of identified and desired 
results (goals). Here, in this case, Meghna Motors 
is assigning the jobs and authority to the lowest 
level of management.
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  Related Theory
  Planning is deciding in advance what to do and how to 

do. It is one of the basic managerial functions.
  Directing refers to the process of instructing, guiding, 

counselling, motivating and leading people in the 
organisation to achieve its objectives.

  Staffing is that part of the process of management 
which is concerned with obtaining, utilising and 
maintaining a satisfactory and satisfied work force.

 14. (d) Decentralisation
Explanation:  Decentralisation  is a form of an 
organisational structure where there is the 
delegation of authority by the top management 
to the middle and lower levels of management in 
an organisation. Here, in this case, the company 
has decided to  hand over the decision making 
authority to the lower most level of employees.

  Related Theory
  Coordination is the function of  management  which 

ensures that different departments and groups work 
in sync. Therefore, there is unity of action among the 
employees, groups, and departments.

  Cooperation among the managers and the workers 
is stressed rather than the individual interests. The 
managers should take care of the workers and, 
similarly, the workers should work willingly, making 
their best contribution to the company.  

  Delegation of authority  merely means the granting 
of  authority  to subordinates to operate within 
the prescribed limits.  Delegation  ensures that the 
subordinates perform tasks on- behalf of manager 
thereby, reducing his work load.

 15. (b) Accountability
Explanation:  Delegation of authority, 
undoubtedly empowers an employee to act 
for his superior but the superior would still be 
accountable for the outcome. Accountability 
implies being answerable for the final outcome. 
Once authority has been delegated and 
responsibility accepted, one cannot deny 
accountability. Here, in this case, the production 
manager is accountable for not achieving the 
targets.

 16. (a) Authority
Explanation: Authority refers to the right of an 
individual to command his subordinates and to 
take action within the scope of his position. Here, 
the production manager has limited rights to 
command his subordinates.

 17. (b) Techniques of management
Explanation: Techniques of management are 
the various methods adopted for achieving 
organisational goals.

  Related Theory
  The techniques of management are: Functional 

foremanship; Standardisation and simplification of 
work; Method study; Motion study; Fatigue study; Time 
study and Differential wage system.

 18. (a) Time study
Explanation:  Time study  determines the 
standard time taken to perform a well-defined job. 
The standard time is fixed for the whole of the task 
by taking several readings. The method of time 
study will depend upon volume and frequency 
of the task, the cycle time of the operation and 
time measurement costs. The objective of time 
study is to determine the number of workers to 
be employed; frame suitable incentive schemes 
and determine labour costs.

 19. (c) Fatigue study
Explanation: Fatigue study seeks to determine 
the amount and frequency of rest intervals in 
completing a task.

 20. (c) Differential wage system
Explanation: Differential piece-rate system is a 
method of  wage  payment whereby after tests 
have set a standard time for a task the worker 
receives a high  piece rate  for doing the job in 
task time and a lower piece rate for taking longer 
than task time.

 21. No, I do not agree. with this statement. Directing 
is required at all levels in management because: 
(i) Directing takes place at every level of 

management: Managers at top-level 
management direct their subordinates or 
managers at middle level management. 
They, in turn, direct their subordinates or 
supervisors at supervisory level. Supervisors, 
in turn, direct workers under them to do 
the work. The direction thus, trickles down 
from top management to workers indirectly 
making directing a requirement to meet 
organisational goals. 

(ii) Directing is a continuous process: Directing 
is also a continuous process requiring 
supervision and review at all levels. Corrective 
actions can be taken during emergency 
issues making directing as a requirement at 
all levels.

 22. The basic characteristics of management that 
establish it as a science are: 
(i) Systematised body of knowledge: 

Science is a systematic body of knowledge. 
Its principles are based on a cause and 
effect relationship. This feature of science is 
present in management as management 
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has a systematised body of knowledge. It 
has its own theory and principles that have 
developed over a period of time. 

(ii) Principles based on experimentation: 
Scientific principles are first developed 
through observation and then tested through. 
repeated experimentation under controlled 
conditions. Similarly, the principles of 
management have evolved over a period of 
time based on repeated experimentation and 
observation in different types of organisations. 

(iii) Universal validity: Scientific principles have 
universal validity and application. Since the 
principles of management are not as exact as 
the principles of science, their application and 
use is not universal. They have to be modified 
according to a given situation. However, they 
provide managers with certain standardised 
techniques that can be used in different 
situations. These principles are also used for 
training and development of managers. 

OR
Management is an art as it has the following 
features: 
(i) Existence of theoretical knowledge: 

Art presupposes the existence of certain 
theortical knowledge. Experts in their 
respective areas have derived certain basic 
principles which are applicable to a particular 
form of art. Similarly, a successful manager 
practices theart of management in the day-
to-day job of managing an enterprise based 
on study, observation and experience. There 
is a lot of literature available in various areas 
of management like marketing, finance and 
human resources which the manager has to 
specialise in. 

(ii) Personalised application: The use of basic 
knowledge varies from individual to individual. 
Art, therefore, is a very personalised concept. 
Like in any art, in management too, there 
are various theories which prescribe certain 
univesal principles. A manager applies these 
scientific methods and body of knowledge to 
a given situation, an issue or a problem, in his 
own unique manner. 

(iii) Based on practice and creativity: Art 
involves the creative practice of existing 
theoretical knowledge. Management 
satisfies this feature as a manager supplies 
his acquired knowledge in a personalised and 
skilful manner in the light of the realities of a 
given situation. He is involved in the activities 
of the organisation studies critical situations 
and formulates his own theories for use in 
given situation. This gives rise to different 
styles of management.

 23. The techniques of scientific work study are: 
(i) Time Study: Time Study is the technique 

to determine the standard time taken by a 
worker of average skill and knowledge to 
complete a standard task. 

(ii) Fatigue study: Fatigue study seeks to 
determine the amount and frequency of rest 
intervals required in completing a task. 

(iii) Method study: Method study seeks to find 
out one best way of doing the job. 

(iv) Motion study: Motion study refers to the 
study of movements of limbs which are 
undertaken while doing a typical job. This 
helps to eliminate unnecessary movements 
so that it takes less time to complete the job 
eff iciently. 

 24. The process of staff  ing after a candidate gets 
selected is as following: 
(i) Employment interview: Interview is 

conducted to have a detailed conversation 
with the applicant for measuring his/ her 
suitability for the job. Interviewer also 
checks that whether the applicant is able to 
adapt new changes and how will he react 
in uncertain situation by asking frequent 
questions. 

(ii) Reference and background checks: More 
information about the candidate is gathered 
from indirect personal sources like previous 
employers, teachers, university professors,etc. 
Often employers ask for references with 
names, addresses and contact numbers of 
people to verify information provided by 
the applicant. References help the employer 
to acquire more information about the 
candidate. 

(iii) Medical examination: Once all the 
formalities are done, then the candidate 
undergoes a medical fitness test. This test is 
done with the aim that candidate is fit for the 
particular job or not. 

(iv) Job offer: Appointment letter is given to the 
candidate confirming the place and date of 
starting his job. The candidate is expected to 
report on the mentioned date. 

(v) Employment contract: This includes the 
terms and conditions applicable to both 
— the employer as well as the employee. 
The contract includes detailed information 
about remuneration, duty hours, rules and 
regulations, allowances, etc.

OR
Internal sources of recruitment are better than 
external sources because: 
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(a) Sense of security: Internal sources of 
recruitment create a sense of security among 
employees where they are motivated to work 
d perform effectively. 

(b) Labour turnover and costs are reduced: 
Internal sources absorb surplus or pertinent 
employees from other departments thus 
reducing the possible costs of recruiting from 
external sources. 

(c) No need of induction/training: People 
recruited within organisation are familiar 
with the job, people and the workplace; so 
they do not need induction training.

 25. (a) The construction firm is a service company 
which provides earthmoving equipments and 
bulldozers on lease. There is no fixed storage 
area required as they can be park in an open, 
at a designated place. The construction 
firm’s fixed capital requirements are only for 
the officelldozers land or designated place 
where the equipment can be parked. The 
earth moving equipments and bulldozers 
will be leased to other construction firms 
for constructing residential or commercial 
real estate and roads. There is no scope for 
diversification and technology upgradation. 
Fixed capital will be required only if the 
firm purchases more units of earthmoving 
equipments and bulldozers and land to park 
them. The firm will experience high growth 
prospects, thus requiring fixed capital because 
demand for real estate is high making the 
need for fixed capital also high. If the company 
can rent office and land then would require 
fixed capitalfor the equipment and bulldozers. 
Overall fixed capital requirement will be high 
because the earthmoving equipments and 
bulldozers are very large, bulky and costly 
purchases. 

(b) The electronic goods manufacturer’s fixed 
capital requirements will be for land, building/ 
office, electronic hardware, machinery, 
fixtures,vehicles, etc. The electronic goods will 
be highly capital intensive and would require 
more fixed capital. The electronic industry 
is subject to technology upgradation and 
will accordingly require more fixed capital. 
The scale of operations will be high and will 
require more fixed capital. This business also 
has high growth prospects and diversifies 
their businesses by expanding in different 
markets or customers domestically or abroad. 
The electronic goods manufacturer however 
has entered into collaboration with a foreign 
firms and thus, fixed capital requirement for 
suitable foreign countries will be less. Overall 
fixed capital requirement will be high.

 26. The limitations of planning are as follows: 
(i) Planning leads to rigidity: In an organisation, 

a well defined plan is drawn up with specific 
goals to be achieved within a specific time 
frame. These plans then decide the future 
course of action and managers may not be 
in a position to change it. This level of rigidity 
may create diffculty.

(ii) Planning reduces creativity: Planning 
is an activity which is done by the top 
management. Usually, the rest of the 
members just implement these plans. The 
middle management and other decision 
makes are neither allowed to deviate from 
plans nor they are permitted to act on their 
own. Thus, much of the initiative or creativity 
inherent in them also gets lost or reduced. 

(iii) Planning involves huge costs: When plans 
are drawn up, huge costs are involved in their 
formulation. Detailed plans require scientific 
calculations to ascertain facts and figures. 
The costs sometimes incurred may not justify 
the benefits derived. 

OR
The importance of planning is following:
(i) Planning provides direction: Planning acts 

as a guide for deciding what course of action 
should be taken to attain the organisational 
goals. 

(ii) Planning reduces the risk of uncertainty: 
Planning reduces the risks arising due to the 
dynamic nature of business environment as 
it enables a manager to anticipate and meet 
changes effectively. 

(iii) Planning reduces overlapping and wasteful 
activities: Planning serves as the basis for 
coordinating the activities and efforts of 
different divisions and individuals. 

(iv) Planning promotes innovation: Planning 
encourages new ideas that can take shape of 
concrete plans. 

(v) Planning facilitates decision- making: 
Planning enables a manager to choose the 
best alternative course‘ of action among 
the various available alternatives in light of 
present and future conditions. 

(vi) Planning establishes standards for 
controlling: Planning provides standards 
against which the actual performance is 
measured and timely corrective actions the 
taken.

(Write any four)

 27. National Stock Exchange (NSE) was incorporated 
in the year 1992 and was recognised as a stock 
exchange in April 1993. It started operations in 
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1994, with trading in the wholesale debt market 
segment. It launched the capital market segment 
in November 1994 as a trading platform for 
equities and the futures and options segment 
in June 2000 for various derivative instruments. 
NSE has set up a nationwide fully automated 
screen based trading system. 
The objectives of NSE are as follows: 
(i) Establishing a nation wide trading facility for 

all types of securities. 
(ii) Ensuring equal access to investors all 

over the country through an appropriate 
communication network. 

(iii) Providing a fair, efficient and transparent  
 securities market using electronic trading 

system. 
(iv) Enabling shorter settlement cycles and book 

entry settlements. 
(v) Meeting international bench marks and 

standards.

 28. The three functions of marketing with reference 
to the above paragraph are as follows: 
(i) Gathering and analysing market 

information: One of the important functions 
of a marketer is to gather and analyse market 
information. This is necessary to identify the 
needs of the customers and take various 
decisions for the successful marketing of the 
products and services. 

(ii) Standardisation and grading: 
Standardisation refers to producing goods of 
pre determined specifications which helps in 
achieving uniformity and consistency in the 
output. Standardisation ensures the buyers 
that the goods conform to the predetermined 
standards of quality, price and packaging and 
reduces the need for inspection, testing and 
evaluation of the products. 

 Grading is the process of classification of 
products into different groups on the basis of 
some of its important characteristics such as 
quality, size etc. 

(iii) Branding: A very important decision area 
for marketing of most consumer products is 
whether to sell the product in its generic name 
or to sell them in a brand name. Brand name 
helps in creating product differentiations i.e. 
providing basis for distinguishing the product 
of a firm with that of a competitor, which in 
turn, helps in building customer‘s loyalty and 
in promoting its sale.

 29. (a) Subordination of individual interest 
to general interest: According to Fayol, 
the interests of an organisation should 
take priority over the interests of any one 

individual employee. Every worker has some 
individual interest for working in a company. 
The company has got its own objectives. 
For the attainment of common goals of an 
organisation, employees are required to give 
up their personal interests. They all should 
forces their efforts on the achievement of 
common goals. 

(b) Development of each and every person 
to his or her greatest eff iciency: According 
to Taylor, the concern for eff iciency could be 
built in right from the process of employee 
selection. Each person should be scientifically 
selected. Then work assigned should suit 
his/her physical, mental and intellectual 
capabilities. To increase eff iciency, they 
should be given the required training. Eff icient 
employees would produce more and earn 
more. This will ensure their greatest eff iciency 
and prosperity for both company  and 
workers. 

OR 
In a factory system, the foreman represents 
the managerial figure with whom the workers 
are in face-to-face contact on a daily basis. The 
foreman is the lowest ranking manager and the 
highest ranking worker. He is the pivot around 
whom revolves the entire production, planning, 
implementation and control. Taylor concentrated 
on improving the performance of this role in 
the factory set up. He suggested functional 
foremanship through eight persons. 
Taylor advocated the separation of planning and 
execution functions. This concept was extended 
to the lowest level of the shop floor. It was 
known as functional foremanship. Under the 
factory manager, there was a planning incharge 
and a production incharge. Under planning 
incharge, four personnel, namely, instruction 
card clerk, route clerk, time and cost clerk and 
a disciplinarian worked. These four personnel 
would draft instructions for the workers, specify 
the route of production, prepare time and cost 
sheet and ensure discipline respectively. 
Under production incharge, personnel who 
would work were speed boss, gang bass, repair 
boss and inspector. These respectively were 
responsible for timely and accurate completion 
of job, keeping machines and tools etc. ready 
for operation by workers, ensure proper working 
condition of machines and tools and check the 
quality of work. 
Functional foremanship is an extension of the 
principle of division of work and specialisation to 
the shop floor. Each worker should take orders 
from these eight foreman in the related process 
or function of production. 
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 30. (a) The concept used by Anoop Gaur, in the 
above case, is delegation. Delegation refers 
to the downward transfer of authority from a 
superior to a subordinate. It is a pre-requisite 
to the efficient functioning of an organisation  
because it enables a manager to use his time 
on high priority activities. It also satisfied 
the subordinate‘s need for recognition and 
provides them with opportunities to develop 
and exercise initiative. Delegation helps a 
manager to extend his area of operations as 
without it, his activities would be restricted to 
what he himself can do. 

(b) The importance of delegation is as follows: 
 (i) Effective management: By empowering 

the employees, the managers are able 
to function more eff iciently as they get 
more time to concentrate on important 
matters. 

 (ii) Employee development: As a result 
of delegation, employees get more 
opportunities to utilise their talent and 
this may give rise to latent abilities in 
them. It allows them to develop those 
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will enable them to perform complex 
tasks and assume those responsibilities 
which will improve their career prospects. 

 (iii) Motivation of employees: Delegation 
helps in developing the talents of the 
employees. It also has psychological 
benefits. When a superior entrusts a 
subordinate with a task, it is not merely 
the sharing of work but involves trust on 
the superior‘s part and commitment on 
the part of the subordinate. Responsibility 
for work builds the self-esteem of an 
employee and improves his confidence. 
He feels encouraged and tries to improve 
his performance further. 

 (iv) Facilitation of growth: Delegation 
helps in the expansion of an organisation 
by providing a ready workforce to take 
up leading positions in new ventures. 
Trained and experienced employees are 
able to play significant roles in the launch 
of new project by replicating the work 
ethos they have absorbed from existing 
units, in the newly set up branches.

 31. (a) The function of management being performed 
by Miss Monika is directing. Directing means 
giving instructions and guiding people in 
doing work. Directing refers to the process of 
instructing, guiding, counselling, motivating 
and leading people in the organisaton to 
achieve its objectives. 

(b) The element of directing which helped Monika 
to improve Anjali‘s behaviour is motivation. 
Motivation means incitement or inducement 
to act or move. It means the process to make 
subordinates to act in a desired manner to 
achieve certain organisational goals. 

(c) The features of motivation are as follows: 
 (i) Motivation is an internal feeling: The 

urges, drives, desires, aspirations, striving 
or needs of human being, which are 
internal, influence human behaviour. For 
example, people may have the urge for 
possessing a motorbike, comfortable 
house, reputation in the society. These 
urges are internal to an individual. 

 (ii) Motivation produces goal oriented 
behaviour: Motivation helps to produce 
a behaviour in the employee to improve 
performance to achieve their goals. For 
example, the promotion in the job may 
be given to the employee with the 
objective of improving his performance. 

 (iii) Motivation can be either negative or 
positive: Positive motivation provides 
positive rewards like increase in pay, 
promotion, recognition etc. Negative 
motivation uses negative means like 
punishment, stopping increments, 
threatening etc. which also may induce 
a person to act in the desired way. 

OR 
Leadership is the process of influencing 
the behaviour of people by making them 
strive voluntarily towards achievement of 
organisational goals. Leadership indicates 
the ability of an individual to maintain good 
interpersonal relations with followers and 
motivate them to contribute for achieving 
organisational objectives. 
The various leadership styles are as follows: 
(i) Autocratic or authoritarian leadership: The 

autocratic leadership style allows managers 
to make decisions alone without the input of 
others. Managers possess total authority and 
impose their will on the employees. No one 
challenges the decisions of autocratic leaders. 
An autocratic leader centralises power and 
decision making in himself. In this type of 
leadership, a leader has complete command 
and hold over their employees/team. The 
team cannot put forward their views even if 
they are best for the teams or organisational 
interests. 

(ii) Democratic or participative leadership: 
Participative or democratic leaders 
decentralise authority. It is characterised 
by consultation with subordinates and their 
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participation in the formulation of plans and 
policies. He encourages people participation 
in decision making process. 

(iii) Laissez faire or free-rein leadership: The 
taissez faire or non-interfering type of leader 
passes on the responsibility for decision 
making to his subordinates and takes a 
minimum of initiative in the administration. 
He gives no direction and allows the group 
to establish its own goals and work out its 
own problems. The leader plays only a minor 
role. His idea is that each member of the 
group when left to himself will put forth his 
best efforts and the maximum results can be 
achieved in this way.

 32. (a) The function of management being performed 
by GIPRA to maintain a satisfactory workforce 
is staff ing. 

(b) The two steps in the process of staff ing 
function of management discussed above are 
as follows:

 (i) Training and development: The 
organisation should facilitate employee 
learning by having either in-house 
training centres or have forged alliances 
with training and educational institutes 
to ensure continuing learning of their 
employees. 

 (ii) Performance appraisal: All 
organisations have some formal or 
informal means of appraising their 
employee‘s performance. Performance 
appraisal means evaluating on 
employee‘s current and past 
performance as against certain pre-
determined standards. The performance 
appraisal process includes defining 
the job, appraising performance and 
providing feedback. 

(c) The steps in the process of staff ing that 
the management had to perform before 
performing the above steps are: 

 (i) Estimating manpower requirements: 
Performance of each job necessitates 
the appointment of a person with a 
specific set of educational qualifications, 
skills prior experience and so on. Thus, 
understanding manpower requirements 
in not merely a matter of knowing how 
many persons we need but also of what 
type. 

 (ii) Recruitment: Recruitment may be 
defined as the process for searching for 
prospective employees and stimulating 
them to apply for jobs in the organisation.

 33. (a) The financial decision to be taken by Sudha 
is capital budgeting decision, which is an 
investment decision. Investment decision 
relates to how the firm‘s funds are invested 
in different assets. Investment decision can 
be long-term or short-term. A long-term 
investment decision is called capital budgeting 
decision. It involves committing the finance on 
a long-term basis. These decisions are very 
crucial for any business since they affect its 
earning capacity over the long run. The size of 
assets, the profitability and competitiveness 
are all affected by the capital budgeting 
decisions. 

(b) The factors that affect capital budgeting 
decisions are: 

 (i) Cash flows of the project: When a 
company takes an investment decision 
involving huge amount, it expects to 
generate some cash flows over a period. 
These cash flows are in the form of a 
series of cash receipts and payments 
over the life of an investment. The 
amount of these cash flows should be 
carefully analysed before considering a 
capital budgeting decision. 

 (ii) The rate of return: The most important 
criterion is the rate of return of the 
project. These calculations are based on 
the expected returns from each proposal 
and the assessment of risk involved. 

 (iii) The investment criteria involved: The 
decision to invest in a particular project 
involves a number of calculations 
regarding the amount of investment, 
interest rate, cash flows, and rate of 
return. There are different techniques to 
evaluate investment proposals which are 
known as capital budgeting techniques. 
These techniques are applied to each 
proposal before selecting a particular 
project.

OR
The factors affecting dividend decision are as 
follows: 
(i) Stability of earnings: “It has been 

consistently earning good profits for many 
years.” A company having stable earnings 
is in a position to declare higher dividends. 
As against this, a company having unstable 
earnings is likely to pay small dividends. 

(ii) Cash-flow position: “There is availability 
of enough cash in the company.” Dividends 
involve an outflow of cash. A company may 
be profitable but short on cash. Availability of 
enough cash in the company is necessary for 
declaration of dividend by it. 
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(iii) Growth opportunities: “Good prospects for 
growth in future.” Companies having good 
growth opportunities retain more money 
out of profits so as to finance the required 
want. The dividend in growth companies 
is, therefore, smaller than that in the non-
growth companies. 

(iv) Shareholders preference: “It has many 
shareholders who prefer to receive regular 
income from their investment.” While 
declaring dividends, management usually 
keep in mind the preferences of the share 
holders in this regard. If the shareholders, in 
general, desire that at least a certain amount 
is paid as dividend, the companies are likely 
to declare the same. There are always some 
shareholders who depend upon regular 
income from their investments.

 34. The Consumer Protection Act, 1986 is an Act 
of the parliament of India enacted in 1986 to 

protect the interest of consumers in India. It as 
replaced by The Consumer Protection Act, 2019. 
Relief available to Consumers under the 
Consumer Protection Act. 1986 are : 
The manufacturer must: 
(i) Remove the defects in a good. 
(ii) Replace the defective good with proper 

goods. 
(iii) Refund the consumers 
(iv) Stop production of hazardous goods. 
(v) Not offer hazardous goods. 
(vi) Withdraw hazardous goods from sale. 
(v) Pay compensation and damage. 
(vi) Make correction in the misleading 

advertisements. 
(vii) Make payment to Consumer Welfare Fund 

(CWF) (not less than 5%) of the price of the 
good.
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