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Instructions :
 (a) Write the serial number of questions properly as given in the question paper while answering.
 (b) Write the correct and complete answers.

SECTION - A

I. Answer any TEN of the following questions in a word or a sentence each. While answering multiple choice 
questions, write the serial number/ alphabet of the correct choice and write the answer corresponding to it. Each 
question carries One mark : 10 × 1 = 10

 1. What is trade?
 2. In a co-operative society the principle followed is
  (a) One share one vote (b) One man one vote
  (c) No vote (d) Multiple votes
 3. Give an example for government company.
 4. Which one of these is not a function of warehousing
  (a) Break the bulk (b) Consolidation
  (c) Price stabilisation (d) Advertising
 5. What is plastic money ?
 6. How is land pollution caused ?
 7. Which is considered as the birth certificate of the company ?
 8. Debenture represents
  (a) Additional Capital of the company (b) Permanent Capital of the company
  (c) Fluctuating Capital of the company (d) Loan Capital of the company
 9. What is tax holiday ?
 10. Expand 'AVM'.
 11. A receipt issued by the commanding officer of the ship when the Cargo loaded on the ship is known as
  (a) Shipping Receipt (b) Mate's Receipt
  (c) Cargo Receipt (d) Charter Receipt
 12. What is Export trade ?

SECTION - B

II.  Answer any TEN of the following questions in two or three sentences each. Each question carries Two marks :                                                                                                                                        
 10 × 2 = 20

 13. Mention any two causes of business risks.
 14. What is Partnership at will ?
 15. Write any two benefits of joint venture.
 16. Give the meaning of business services.
 17. Give the meaning of outsourcing.
 18. What is the social responsibility of business ?
 19. Name any two clauses of Memorandum of Association.
 20. State the financial services rendered by a Factor.
 21. Give the meaning of village industries.
 22. State any two features of wholesalers.
 23. What is pre-shipment finance ?
 24. Why 'Certificate of Origin' is necessary ?
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SECTION - C

III.  Answer any SEVEN of the following questions in 10-12 sentences each. Each question carries Four marks :                                                                                                                                        
 7 × 4 = 28

 25. Explain briefly the different types of manufacturing industries.
 26. Briefly explain any four merits of Departmental Undertaking.
 27. Briefly explain any four types of life insurances policies.
 28. Explain any four limitations of e-business.
 29. Explain briefly any four arguments for social responsibility.
 30. Explain briefly any four functions performed by the promoter during the promotional stage in the formation of a 

company.
 31. Explain briefly the merits of retained earnings as a  sources of business finance.
 32. Write short notes on :
  (a) Equity Shares (b) Preference Shares
 33. Explain briefly any four features of cottage industries.
 34. Explain briefly the different types of itinerant retailers.

SECTION - D

IV. Answer any FOUR of the following questions in 20-25 sentences each. Each question carries Eight marks :                                                                                                                         
 4 × 8 = 32

 35. Explain the types of Co-operative societies.
 36. Explain the features of a Joint Stock Company.
 37. Give the meaning of warehousing and explain the different types of warehouses.
 38. Discuss the factors that affect while making the decision for the choice of an appropriate source of funds by a 

business organisation.
 39. Explain the four merits and four limitations of mail order houses.
 40. Explain briefly the steps involved in the import procedure.

SECTION - E
(Practical Oriented Questions)

V. Answer any TWO of the following questions. Each questions carries Five marks : 2×5=10
 41. As the customer of a bank, listout any five e-banking services enjoyed by you.
 42. As a businessman having concern for environment protection, suggest any five measures to control environment 

pollution.
 43. Give a list of any five institutions which support small business in India.

qq
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SOLUTIONS
SECTION - A

 1. Trade is an economic activity that involves the transfer of goods and services from one person or entity to another, 
often in exchange for money.

 2. (b) One man one vote

 3. (i) Steel Authority of India Limited (SAIL)

  (ii) Bharat Heavy Electricals Limited (BHEL)

  (iii) Indian Oil Corporation Limited (IOCL)  (Any one)

 4. (d) Advertising

 5. Plastic Money is used in reference to hard plastic cards which we use in place of actual bank notes. It includes 
various cards such as cash cards, credit cards, debit cards, pre-paid cash cards and store cards.

 6. Land pollution is caused by dumping of toxic wastes on land which damages its quality and makes it unfit for 
agriculture and plantation. 

 7. Certificate of Incorporation

 8. (d) Loan Capital of the company

 9. A time period, during which a company or a person is offered a tax reduction or allowed to pay no tax.

 10. Automated Vending Machine 

 11. (b) Mate’s Receipt

 12. Export trade is an international trade in which goods and services are sold from the home country to a foreign 
country. 

SECTION - B

 13. Causes of Business Risk : 

  (i) Natural Causes :  Natural causes includes natural calamities over which human beings have little control such 
as floods, earthquakes, lightning, heavy rains, famines, etc. These natural calamities result in heavy loss of life, 
property and income in business.

  (ii) Human Causes : Human causes includes those human activities which give rise to several risks in business 
such as dishonesty, carelessness or negligence of employees, stoppage of work due to power failure, strike, 
management inefficiency, etc. 

 14. Partnership at Will : Partnership at Will means a partnership that can be dissolved at any time by giving a 
necessary notice by all partners or one of the partners. Partners are not bound to remain in partnership until the 
expiration of a definite term or the completion of a particular objective. 

 15. Benefits of Joint Venture :

  (i) Reduces Competition : When two companies join together, it results in reducing competition as instead of 
wasting resources in competing against each other they will strengthen their organization.  

  (ii) Reduces Cost : When two firms join together, they can operate on a large scale and get the benefits of 
economies of scale. Hence it reduces the cost of production and marketing. 

 16. Business services are those services which are used by business enterprises to carry on their business activities. 
These services include insurance, warehousing, banking, transportation, etc. 

 17. Outsourcing refers to contracting out the less important or non-core activities to an outsider agency or business 
firm in order to avail the benefits of specialization. 
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 18. Social responsibility of business is to pursue those policies or to make those decisions or to follow those lines of 
action which are desirable in terms of the business and values of our society. 

 19. Clauses of Memorandum of Association :

  (i) Name Clause : This clause contains the name of the company with which the company will be known, which 
has already been approved by the Registrar of the Companies. This clause protects the entity against future 
registrations of the same or a closely identical name. 

  (ii) Domicile Clause : This clause contains the name of the state or union territory in which the registered office 
of the company is proposed to be situated. This doesn’t include the exact address of registered office but the 
exact address must be notified to the registrar within thirty days of the incorporation of the company. 

 20. Services rendered by Factor :

  (i) Discounting of bills (with or without recourse) and collection of the client’s debts :  Under this, the 
receivables on account of sale of goods or services are sold to the factor at a certain discount. The factor 
becomes responsible for all credit control and debt collection from the buyer and provides protection against 
any bad debt losses to the firm.

  (ii) Providing information about credit worthiness of prospective clients : Factors hold large amounts of 
information about the trading histories of the firms. This can be valuable to those who are using factoring 
services and can thereby avoid doing business with customers having poor payment record. 

 21. Village industries are those industries which are located in a rural area, producing any goods, rendering any 
service with or without the use of power. The fixed capital investment per head or artisan or worker is specified 
by the central government from time to time.

 22. Features of Wholesalers : 

  (i) Wholesalers buy goods from producers in large quantities and resell them to retailers in small quantities.

  (ii) Wholesalers deal in goods of certain product lines only.

 23. Pre-shipment finance is the working capital finance provided by commercial banks to the exporter prior to the 
shipment of goods. It provides the exporters with working capital from the time of the receipt of order and till the 
time of shipment to arrange for production or procurement of goods. 

 24. Certificate of Origin is necessary as it acts as a proof that the goods are actually being manufactured in the country 
from where they are exported in order to avail the tariff concession in the country of importer.

SECTION - C

 25. The following are the types of manufacturing industries :

  (i) Analytical industry : This industry includes activities which are involved in analysing and separating basic 
raw materials into a number of products, for example, processing crude oil to produce petrol, diesel, paraffin 
wax, etc.

  (ii) Synthetic industry : In this industry, two or more materials are mixed together to create a new product. For 
example, producing soap, biscuits, cement, etc.

  (iii) Processing industry : In this industry, raw materials are processed to produce finished goods through a series 
of manufacturing operations. For example, sugar from sugarcane,textile products, etc.

  (iv) Assembling industry : In this industry, the finished product is produced by assembling the various parts or 
components. For example, radio,car, T.V., etc.

 26. Merits of Departmental Undertakings : 

  (i) Effective control of Parliament : These undertakings ensure effective control over their operations by the 
Parliament. Annual reports of the undertakings are laid on the table of both the houses of the Parliament. 
Hence, Parliament can effectively ensure the efficiency of these undertakings. 
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  (ii) Public accountability : These undertakings are established for some specific work of the ministry. Sometimes 
government reviews the working of these undertakings through government audit. Hence, they provide a 
high degree of public accountability. 

  (iii) Revenue is a source of income for government : Whatever revenue is earned by these enterprises is 
deposited directly into the government treasury. Hence, their revenue is an important source of income for 
the government. 

  (iv) National security : These enterprises work under the direct control and supervision of the concerned ministry. 
Hence, there is no danger to the national security. 

 27. Types of Life Insurance Policies : 

  (i) Endowment Life Insurance Policy : Under this type of policy, the insurer undertakes to pay the insured a 
specified sum, on the attainment of a particular age or on his death, whichever is earlier. 

  (a) In case of death of the insured before he attains the specified age, the sum is payable to his legal heir or the 
nominee. 

  (b) Otherwise, the sum is paid to the assured, when he attains a particular age. 

  Thus, the endowment policy matures after a limited number of years. 

  (ii)  Joint Life Policy : This policy is taken up jointly on the lives of two or more persons. On the death of any 
one person, the assured sum of policy money is paid to the other survivor or survivors. The premium is paid 
jointly or by either of them in installments or lump sum. 

   Usually this policy is taken up by husband and wife jointly or by two or more partners in a partnership firm, 
where the amount is payable to the survivor on the death of either of them. 

  (iii) Annuity Policy : Under this policy, the assured sum or policy money is payable in monthly or annual 
installments after the insured attains a certain age. In this case, either the whole amount of the premium is 
paid once or premium is paid in installments over a certain period. This policy is useful to those who prefer a 
regular income after a certain age. 

  (iv) Children’s Endowment Policy : This policy is taken to provide funds for the education or marriage of children. 
For example, Jeevan Anurag Policy. In this policy, the amount is payable by the insurer when the children 
attain a particular age. The premium is paid by the person entering into the contract. However, no premium 
will be paid, if he dies before the maturity of the policy. 

  (v) Whole Life Policy : In this policy, the insurance company collects premium for the insured for the whole life 
or till the time of his retirement and pays the claim to the family of the insured only after his death. (Any four)

 28. Limitations of E-Business : 

  (i) Low personal touch : High-tech it may be, e-business, however lacks warmth of inter-personal interactions. 
To this extent, it is relatively less suitable mode of business in respect of product categories requiring high 
personal touch such as garments, toiletries, etc. 

  (ii) Incongruence between order taking/giving and order fulfilment speed : Information can flow at the click of 
a mouse, but the physical delivery of the products takes time. This incongruence may play with the patience 
of the customers. 

  (iii) Need for technology capability and competence of parties to e-Business : Apart from the traditional 3R’s 
(Reading, Writing and Arithmetic), e-business requires a fairly high degree of familiarity of the parties with 
the world of computers. 

  (iv) Increased risk due to anonymity and non-traceability of parties : Internet transactions occur between cyber 
personalities. As such, it becomes difficult to establish the identity of the parties. Moreover, one does not 
know even the location from where the parties may be operating. Therefore, transacting through internet is 
riskier.
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 29. The arguments for social responsibilities are : 

  (i) Justification for existence and growth : Business exists for providing goods and services to satisfy human 
needs. Though, profit motive is an important justification for undertaking business activity, it should 
be looked upon as an outcome of service to the people. In fact, the prosperity and growth of business 
is possible only through continuous service to society. Therefore, assumption of social responsibility by 
business provides justifications for its existence and growth. 

  (ii) Long-term interest of the firm : A firm and its image stands to gain maximum profits in the long run 
when it has its highest goal as ‘service to society’. Therefore, it is in its own interest if a firm fulfils its social 
responsibility. The public image of any firm would also be improved when it supports social goals.

  (iii) Avoidance of government regulation : Government regulations are undesirable because they limit freedom. 
Therefore, it is believed that businessmen can avoid the problem of government regulations by voluntarily 
assuming social responsibilities, which helps to reduce the need for new laws. 

  (iv) Maintenance of society : Business enterprises should assume social responsibilities as the people who are 
dissatisfied with the business may resort to anti-social activities which may harm the interest of business 
itself. 

  (v) Availability of resources with business : This argument holds that business institutions have valuable 
financial and human resources which can be effectively used for solving problems. 

  (vi) Converting problems into opportunities : Business enterprises can solve the social problems and can reap 
gains from them by accepting the challenge of converting risky situations into profitable deals. 

  (vii) Better environment for doing business : Business may have little chance of success if it is to operate in a 
society full of diverse and complicated problems. Therefore, the business system should do something to 
solve the social problems to create a better environment conducive to its own survival. 

  (viii) Holding business responsible for social problems : Some of the social problems like environmental 
pollution, unsafe workplaces, corruption in public institutions and discriminatory practices in employment 
have either been perpetuated by business enterprises themselves. Therefore, it is the moral obligation of 
business to contribute in solving these problems. (Any four)

 30. Following functions are performed by the Promoter during promotional stage : 

  (i) Discovery of a business idea : The promoter identifies the areas of profitable avenues for investment after 
making preliminary analysis of risk involved, capital required, etc. 

  (ii) Detailed investigation : The promoter undertakes detailed investigation of all aspects of the business with the 
help of experts/ specialists, etc. He prepares a project report on its technical, economic and financial feasibility. 

  (iii) Assembling of resources : After being satisfied about the project, the promoters make contacts for the 
purchase of land, plant, machines, etc. 

  (iv) Preparing preliminary documents : The promoter prepares the essential documents required for the 
registration of the company such as identity and address proof from directors, document signed by directors 
to act as director in company, etc. 

 31. The merits of retained earnings are as follows :

  (i) Cheaper Source of Finance : The use of retained earnings does not involve any explicit cost in the form of 
interest, dividend or flotation cost. The company is not bound to pay anything to use retained earnings as 
source of finance.

  (ii) Financial Stability : Retained earnings are a permanent source of funds available to an organisation. Thus, 
retained earnings strengthen the financial position of a business and thereby give financial stability to the 
business. It enhances the capacity of the business to absorb unexpected losses.

  (iii) Market Value : Shareholders may get stable dividend even if the company does not earn enough profit. It 
may lead to increase in the market price of the equity shares of a company.
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  (iv) Operational Freedom : As the funds are generated internally, there is a greater degree of operational freedom 
and flexibility. 

 32. (a) Equity shares : Equity shares are the ordinary shares representing the ownership. The capital obtained by 
the issue of equity shares is known as equity share capital. It is an important source of obtaining long-term 
finance. Equity shareholders are the owners of the company. The rate of dividend is paid after meeting all 
other claims. These shareholders have a right to vote and participate in the management of the company. 
They enjoy the reward as well as bear the risk. 

  Features of Equity Shares :

  (i) Equity share capital does not create any charge on the assets of the company. 

  (ii) Voting rights of equity shareholders assure democratic control over the management of the company. 

  (iii) Equity share capital is to be repaid only at the time of winding up of a company and hence it is the permanent 
capital of the business. 

  (iv) There is no burden on the company in respect of dividend payable to equity shareholders because it is not 
compulsory to pay dividend. 

  (b) Preference Shares : Preference shares refer to those shares which get preference over equity shares at the 
time of distribution of dividend. Capital raised through the issue of preference shares is known as preference 
share capital. 

  (i) Preference shareholders get preference over equity shareholders at the time of distribution of dividend i.e., 
preference shareholders get dividend before it is paid to equity shareholders. 

  (ii) Preference share capital is repaid before equity share capital at the time of liquidation of company.

 33. The features of Cottage Industries are as follows : 

  (i) Simple Equipment : Simple equipment are used in the production of goods. 

  (ii) Indigenous Technology : Indigenous technology is used for producing goods. 

  (iii) Individuals : The industries are organised by individuals having private resources. 

  (iv) Investment : Small amount of capital is invested in production. 

  (v) Simple Products : Production of simple products is done in own premises. 

  (vi) Family Labour : Cottage industries use family labour and locally available talent. (Any four)

 34. Various types of Itinerant Retailers are as follows :

  (i) Peddlers and hawkers : These are the oldest form of retailers. They deal in non-standardized and low value 
goods like fruits, vegetables, ice-creams, toys, fabrics, etc., which they carry on bicycle, hand cart, cycle 
rickshaw or on their head. They are small traders who move from one place to another to sell their products. 

  (ii) Market traders : They are also small traders who sell their goods at different places on fixed days. For example, 
every Saturday or every Sunday in ‘Saturday market’ and ‘Sunday market’, etc. These traders deal in a single 
line of goods such as toys, ready-made garments, fabrics, etc. They deal in low price, low quality goods. 
Hence, they cater to the needs of the lower income group. 

  (iii) Street traders : They are also known as Pavement Traders. These retailers can be seen in areas having high 
population like bus stands, railway stations, etc. They deal in commonly used products like newspapers, 
magazines, toys, stationery items, etc. They do not change their place of business frequently. 

  (iv) Cheap jacks : They are small retailers who deal in consumer items. They have shops in business localities on 
a temporary basis. They change their business place from one locality to another on the basis of potentiality 
of the area.
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SECTION - D

 35. The types of Co-operative Societies are :

  (i) Consumer’s Co-operative Societies : These societies are formed to protect the interests of the consumers. 
Basically, its members are the customers who want to get better quality products at reasonable prices. The 
main aim of the society is to achieve economy of scale by eliminating middlemen. Goods are purchased in 
large quantities directly from the wholesalers and are sold to the members. 

  (ii) Producer’s Co-operative Societies : These societies are formed to protect the interests of small producers. Such 
a society consists of the small producers who find it difficult to obtain inputs like raw material, equipment, 
etc. to sell their output. These societies are formed to achieve two objectives :

  (a) To supply inputs to the members and also to purchase their output for sale. 

  (b) To protect small producers from big capitalists in order to increase the bargaining power of the small firms. 

  (iii) Marketing Co-operative Societies : These societies are formed to help the small producers in selling their 
products. Its members are the producers who want to obtain reasonable price for their output. The main aim 
of such a society is to eliminate middlemen and to provide a secure and favourable market for the products. 
The society also performs various marketing functions like transportation, warehousing, grading, etc. It 
ensures the sale of output at the best price. 

  (iv) Farmer’s Co-operative Societies : These societies are formed to protect the interests of the farmers. The 
members are those farmers who want to carry on farming activities jointly. The basic purpose of forming 
these societies is to obtain benefits of large-scale farming thereby increasing the productivity. These societies 
provide better quality seeds, fertilizers, manures and other equipment for use in the cultivation of crops. 
These societies help the farmers in solving the problems of doing farming on fragmented holdings. 

  (v)  Credit Co-operative Societies : These societies are formed to provide credit facilities to their members at 
reasonable terms and conditions. The members are the persons who need financial assistance in the form of 
loans. Loans are provided out of the amount collected from the members as capital and deposits. The main 
aim of the society is to provide loans to the needy members at low rate of interest. 

  (vi) Housing Co-operative Societies : These societies are formed to help their members to construct houses at 
reasonable costs. These societies either construct flats or provide plots to the members at reasonable rates. The 
members are allowed to pay for the same in easy instalments. (Any four) 

 36. The features of a Joint Stock Company are explained below :

  (i) Artificial person : It is the creation of law and has a distinct identity from its members. The business runs in 
the name of the company. It can be brought to an end only by the law. 

  (ii) Separate legal entity : It acquires a separate legal entity from the day of its incorporation. Its assets and 
liabilities are separate from those of its members. 

  (iii) Perpetual succession : Its existence is not affected by the coming and going of the members. It is created by 
law and the law can only bring it to an end by completing the separate legal procedure called winding up. 

  (iv) Common seal : Being an artificial person, the agreements entered by Board of Directors on behalf of the 

company are approved by using the common seal which is equivalent of an official signature. 

  (v) Liability :  The liability of members is limited to the extent of capital contributed by them. In events of loss, 
the members are liable to the extent of the unpaid amount of shares held by them. The creditors can only 
use the assets of company to settle their claims. 

  (vi) Control : Although the shareholders are the owners of the company; yet in true sense they don't have the 
right to be involved in the day-to-day affairs of the company. In real sense, the entire management and 
control of the business lies in the hands of the board of directors. 

  (vii) Flexibility of operations : The business which requires high degree of flexibility should prefer sole 
proprietorship or partnership firm, whereas changes and decision making take a long time in company 
form of organisation. 
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  (viii) Continuity : Temporary and ad hoc businesses should prefer sole proprietorship and partnership form 
as these are easy to form and dissolve. Enterprises set up for long run and of permanent nature prefer 
company form of organisation as they are not affected by entry and exit of members.

 37. Warehousing involves storing goods in a scientific and organised manner to maintain their value and quality. 
Warehouses not only provide storage services but also logistical services by providing the right place for the right 
quantity at the right time and at the right cost.

  Types of Warehouses :

  (i) Private Warehouses : Private Warehouses are operated, owned or leased by the channel suppliers 
(manufacturers/traders) and resellers and are used exclusively to handle their own distribution activities, 
Such as warehouses constructed by manufacturers near their production units.

  (ii) Public Warehouses : Public Warehouses are owned by government and semi-government bodies and can be 
used for storage of goods by traders, manufactures or public after payment of storage fee or charges.

  (iii) Bonded Warehouses : Bonded warehouses are either owned, managed and controlled by government or by 
private agencies, licensed by the government to store imported goods for which import duty is still to be paid.

  (iv) Co-operative warehouses : Co-operative societies set up their own warehouses for their members. These 
societies provide storage facilities on the most economical rates to their members only.

  (iv) Government warehouses : These warehouses are fully owned and managed by the government. The 
government manages them through organisations set up in the public sector. For example, Food Corporation 
of India, State Trading Corporation and Central Warehousing Corporation.

 38. Following are the factors affecting the choice of source of funds :

  (i) Cost : It refers to the cost incurred in obtaining the funds and the cost of using the funds. So,while deciding 
about the source of funds both the costs should be taken into consideration. 

  (ii) Flexibility and ease : Borrowings from banks and financial institutions involve many restrictions,detailed 
investigation and documentation is needed. Therefore, the business firms may not prefer them in case other 
sources are easily available. 

  (iii) Effect on credit worthiness : The creditworthiness of business is affected by the use of certain sources. For 
example, the issue of secured debentures by a company may lead to withdrawal of loans by unsecured 
creditors. It might become difficult for the company to raise further unsecured loans. 

  (iv) Form of organisation and legal status : The form of legal status of business firms also affects the choice of the 
source of finance. For example, a sole proprietorship or a partnership firm cannot obtain funds by issue of 
equity shares as these can be issued only by joint stock companies. 

  (v) Purpose and time period : The time period for which the funds are required also affects the selection of 
the source of funds. For example, if the funds are required for short period, sources such as trade credit, 
commercial papers, etc. can be used. For long term, sources such as issue of shares, debentures, etc. are 
preferred. Therefore, purpose of the business should also be considered while choosing the source of finance. 

  (vi) Tax benefits : Certain sources of funds like debentures and loans provide tax benefits. The interest payable 
on them is tax deductible. Hence,the organisations seeking tax advantage prefer to raise funds through 
debentures or loans. 

 39. Advantages of Mail Order Houses :

  (i) Limited capital requirement : Mail order business does not require heavy expenditure on building and other 
infrastructural facilities. Therefore, it can be started with relatively low amount of capital.

   (ii) Elimination of middlemen : The biggest advantage of mail order business from the point of view of 
consumers is that unnecessary middlemen between the buyers and sellers are eliminated. This may result in 
lot of savings both to the buyers as well as to the sellers. 
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  (iii) Absence of bad debt : Since the mail order houses do not extend credit facilities to the customers, there are 
no chances of any bad debt on account of non-payment by the customers. 

  (iv) Wide reach : Under this system, the goods can be sent to all the places having postal services. This opens wide 
scope for business as a large number of people throughout the country can be served through mail. 

  (v) Convenience : Under this system, goods are delivered at the doorstep of the customers. This results in great 
convenience to the customers in buying these products.  (Any four)

  Limitations of Mail Order Houses :

  (i)  Lack of personal contact : Sometimes, the lack of personal contact between the buyers and the sellers results 
in misunderstanding and mistrust between the two. 

  (ii) No after-sales service : Both buyers and sellers are located very far away from each other and there is no 
personal contact between the two. Hence, it is very difficult to provide after-sales services to the buyers. 

  (iii) No credit facility : This system fails to provide credit facility to the customers. So, the customers with scarce 
means are not interested in this system. 

  (iv) Delayed delivery : The receipt and execution of order through mail takes a lot of time. So, there is delay in 
the delivery of the products.

 40. Import procedure : 

  (i) Obtaining I.E.C. No. : Before starting the import procedure, the importer has to obtain an I.E.C. (Import-
Export Code) number. This number is used in filing the formalities of import procedure. To get this number, 
the importer has to apply to the regional Import-Export Licensing Authority in the prescribed form. 

  (ii) Obtaining Registration Cum Membership Certificate (RCMC) : Importers get various benefits in the form of 
subsidies and exemption in excise duty, tax, etc. To get these benefits, they have to show RCMC. After getting 
the I.E.C. number, the importer applies for RCMC. The RCMC is issued by : 

  (a) Import Promotion Council. 

  (b) Federation of Indian Import Organisation. 

  (c) Import Development Authority, etc.

   Along with the application, the importer has to submit a bank certificate and IEC number. If the authority is 
satisfied, then they will issue RCMC.

  (iii) Obtaining a letter of credit : Letter of credit is issued by the importer’s bank in favour of the exporter. In this 
letter, the bank undertakes guarantee for making payment on behalf of the importer. The importer approaches 
his bank and instructs the bank to issue a letter of credit in favour of the exporter. The importer also instructs 
the bank about the documents to be collected from exporter before making payment. 

  (iv) Arrival of goods : Goods are shipped by the exporter as per the specifications of the importer. When goods 
reach the importer’s country, the captain of the ship informs the dock officer and instructs him to receive 
the goods and record the details about the goods on the document called import general manifest. This 
document gives details of imported goods. 

  (v) Informing importer : After the arrival of goods, the dock authorities inform the importer about the arrival 
of goods. The importer prepares a document called bill of entry which contains details about the imported 
goods and submits this document to the customs officer to get customs clearance. 

  (vi) Customs clearance : The customs officer examines the bill of entry carefully and assesses the custom duty to 
be paid by the importer and after assessing the duty amount, the bill of entry is given to the appraiser officer 
who verifies the details given in the bill. If the appraiser officer is satisfied with the information given in bill 
of entry, then he returns the bill to the importer for making payment of custom duty.
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SECTION - E

 41. (i) ATM (Automated Teller Machine)

  (ii) EFT (Electronic Fund Transfer)

  (iii) Debit card

  (iv) Credit card

  (v) Real Time Gross Settlement (RTGS).

 42. Measures to be taken to control environmental pollution :   

  (i) A definite commitment to create, maintain and develop work culture for environmental protection and 
pollution prevention. 

  (ii) Complying with the laws and regulations enacted by the government for preventing of pollution. 

  (iii) Participation in government programmes related to prevention of environmental pollution.

  (iv) Developing clear cut policies and programmes for purchasing environment friendly raw material, employing 
superior technology using scientific techniques of disposal and treatment of waste and developing skills for 
the purpose of pollution control. 

  (v) Periodical assessment of pollution control programmes in terms of costs and benefits so as to increase the 
progress with respect to environmental protection.

 43. NABARD :  National Bank for Agriculture and Rural Development 

  RSBDC :  Rural Small Business Development Centre

  NSIC : National Small Industries Corporation

  SIDBI :  Small Industries Development Bank of India

  NCEUS :  The National Commission for Enterprises in the Unorganised Sector

qq
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Instructions :
 (a) Write the serial number of questions properly as given in the question paper while answering.
 (b) Write the correct and complete answers.

SECTION - A

I. Answer any TEN of the following questions in a word or a sentence each. While answering multiple choice 
questions, write the serial number, alphabet of the correct choice and write the answer corresponding to it. Each 
question carries one mark. 10 × 1 = 10

 1. What is Hundi?
 2. Provision of residential accommodation to the members at reasonable rates is the objective of
  (a) Producer's co- operative (b) Consumer co- operative
  (c) Housing co- operative (d) Credit co- operative
 3. Give an example for a government company.
 4. Expand EFT.
 5. The payment mechanism most typical to e-business is
  (a) Cash on Delivery (b) Cheques
  (c) Credit and Debit Cards (d) e-cash
 6. How is land pollution caused?
 7. Who are promoters?
 8. What is the tenure (period) of commercial papers?
 9. In which year start-up India Scheme was implemented?
 10. Which of the following do not come under the types of Itinerant retailers?
  (a) Peddlers (b) Market Traders  

(c) Cheap Jacks (d) Street stall Holders
 11. How many commodity Boards are working in India?
 12. Which one of the following modes of entry requires higher level of greatest risks?
  (a) Licensing (b) Franchising
  (c) Contract manufacturing (d) Joint Venture

SECTION - B

II. Answer any TEN of the following questions in two or three sentences each. Each question carries two marks  
 10 × 2 = 20

 13. What is business?
 14. Define partnership.
 15. State any two limitations of Departmental undertakings.
 16. Mention any two types of Banks.
 17. Distinguish between e-business and e-commerce.
 18. What is social responsibility of business?
 19. Name any two stages in the formation of a company?
 20. Write the meaning of retained earnings.
 21. State any two institutions set up by the government for small and rural industries.
 22. Give the meaning of vending machines?
 23. What do you mean by Franchising?
 24. State any two measures and schemes introduced by the government to promote international business? 
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SECTION - C

III. Answer any SEVEN of the following questions in 10-12 sentences. Each questions carries four marks. 7 × 4 = 28
 25. Explain briefly the different types of manufacturing industries.
 26. Briefly explain any four features of Global Enterprises.
 27. Briefly explain any four functions of warehousing.
 28. Explain briefly the steps involved in on-line transactions.
 29. Explain the social responsibility of business towards :
  (a) Shareholders (b) Consumers
 30. Explain briefly any four clauses of Memorandum of Association.
 31. Explain briefly the financial needs of a business.
 32. Explain the merits of lease financing as a source of business finance.
 33. Explain any four ways to fund starts up's.
 34. Explain briefly any four services provided by retailers to consumers and wholesalers.

SECTION - D

IV.  Answer any FOUR of the following questions in 20-25 sentences each. Each question carries eight marks :  
 4 × 8 = 32

 35. Explain any four merits and four demerits of sole proprietorship form of Business organization.
 36. Explain the features of a joint stock company.
 37. Explain the principles of Insurance.
 38. Explain the merits and limitations of preference shares as a source of finance.
 39. Explain the role of commerce and industry associations in the promotion of internal trade.
 40. Explain briefly the steps involved in the import procedure.

SECTION - E
(Practical Oriented Questions)

V. Answer any TWO of the following questions. Each question carries five marks. 2 × 5 = 10
 41. You are planning to start a new business. Make a list of any five factors you will consider while selecting a suitable 

form of business organisation.
 42. As a businessman having concern for environment protection, suggest any five measures to control environmental 

pollution.
 43. Being a consumer, name the types of large fixed retail shops. 

qq
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SOLUTIONS
SECTION - A

 1. Hundi is an instrument of exchange which involves a contract or order in writing made by a person directing 
another to pay a certain sum of money to a person named in the order which is unconditional and capable of 
change through transfer by valid negotiation.

 2. (c) Housing Co-operative

 3. (i) Steel Authority of India Limited (SAIL)

  (ii) Bharat Heavy Electricals Limited (BHEL)

  (iii) Indian Oil Corporation Limited (IOCL) (Any one)

 4. EFT : Electronic Fund Transfer

 5. (c) Credit and Debit cards

 6. Land pollution is caused by dumping of toxic wastes on land which damages its quality and makes it unfit for 
agriculture and plantation.

 7. A promoter is a firm or person who does the preliminary work incidental to the formation of a company, including 
its promotion, incorporation, and flotation, and solicits people to invest money in the company, usually when it 
is being formed.

 8. Minimum of 7 days and a maximum of up to one year from the date of issue.

 9. 2016

 10. (d) Street stall Holders

 11. Six

 12. (d) Joint Venture

SECTION - B

 13. Business is a human economic activity, concerned with the purchase or production and sale of goods and services 
with a view to earn profits by satisfying the needs of consumers.

 14. Under Section (4) of the Partnership Act 1932, Partnership is the relationship between persons who have agreed 
to share the profits of a business carried on by all or any of them acting for all.

 15. Limitations of Departmental Undertakings :

  (i) Lack of flexibility : Excessive control and rigid rules of the ministry reduce the flexibility of operations in 
these undertakings. 

  (ii) Delay in decision making : These enterprises fail to take prompt decisions because for each and every  
decision they have to obtain the approval from the concerned ministry. Employees and even heads of these 
enterprises are not allowed to take independent decisions. 

 16. (i) Central Bank : Central Bank is the apex institution of a country’s banking system. It controls, regulates and 
supervises the activities of commercial banks. In India, the Reserve Bank of India is the Central Bank.

  (ii) Commercial Banks : Commercial banks accept the deposits for the purpose of lending to the industry or 
trade.  These are governed by the Indian Banking Regulation Act, 1949. These are sub-divided into : 

   (a) Public sector banks 
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   (b) Private sector banks

   (c) Cooperative banks 

   (d) Specialised banks

 17. e-Commerce involves buying and selling of the products and services over the internet, whereas e-business 
includes running the whole business over internet including e-commerce as well. 

 18. Social responsibility of business is to pursue those policies or to make those decisions or to follow those lines of 
action which are desirable in terms in terms of the business and values of our society.

 19. (i) Promotion Stage : It is the first stage in the formation of a company and begins with conceiving a business 
idea. It ends with establishment and commencement of business.

  (ii) Incorporation or Registration Stage : Registration brings a company into existence. Many important 
documents like MOA, AOA are required to be filed with the registrar in order to get the company registered.

 20. Retained earnings are that part of the trading profits which are not distributed in the form of dividend but 
retained by the business organisation for future use.

 21. RSBDC : Rural Small Business Development Centre

  NSIC : National Small Industries Corporation

 22. Automatic vending machine is a machine that supplies a product to the customer who puts money into the 
machine and presses for the product required. These are coin operated machines and help in selling products like 
milk, soft drinks, hot beverages, platform tickets, etc.

 23. Franchising is an arrangement where franchisor (one party) grants or licenses some rights and authorities to 
franchisee (another party)to do business in a prescribed manner. This right can take the form of selling the 
franchiser's products, using its name, production and marketing techniques, etc. 

 24. (i) Duty Drawback Scheme

  (ii) Export manufacturing under bond scheme

SECTION - C

 25. The following are the types of Manufacturing Industries :

  (i) Analytical industry : This industry includes activities which are involved in analysing and separating basic 
raw materials into a number of products. For example, processing crude oil to produce petrol, diesel, paraffin 
wax, etc. 

  (ii) Synthetic industry : In this industry, two or more materials are mixed together to create a new product. For 
example, producing soap, biscuits, cement, etc.

  (iii) Processing industry : In this industry, raw materials are processed to produce finished goods through a series 
of manufacturing operations. For example, sugar from sugarcane, textile products, etc.

  (iv) Assembling industry : In this industry, the finished product is produced by assembling the various parts or 
components. For example, radio, car, T.V., etc.

 26. Global enterprises are huge industrial organisations which extend their industrial and marketing operations 
through a network of their branches in several countries. For example, L.G., Samsung, Philips, etc. MNCs have 
the following features :

  (i) Huge capital resources : These enterprises are characterised by possessing huge financial resources and the 
ability to raise funds from different sources as they enjoy high credibility in the capital market. Due to their 
financial strength they are able to survive under all circumstances. 
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  (ii) Foreign collaboration : MNCs may collaborate with the companies in the public and private sector. Big 
industrial houses wanting to diversify and expand have gained by collaborating with MNCs in terms of 
patents, resources, foreign exchange, etc. 

  (iii) Advanced technology : These enterprises possess technological superiorities in their methods of production. 
They are able to conform to international standards and quality specifications. Thus, leading to industrial 
progress of the country by optimally exploiting local resources and raw material.

  (iv)  Product innovation : These enterprises are characterised by having highly sophisticated research and 
development departments engaged in the task of developing new products and superior designs of existing 
products. 

  (v)  Marketing strategies : Since they have a good market standing in the global market and their brands are well 
known, selling their products is not a problem. They use aggressive marketing strategies, effective advertising 
and sales promotion techniques to increase their sales in a short period. (Any four)

 27. Functions of Warehousing :

  (i) Consolidation : In this function the warehouse receives and consolidates, materials/goods from different 
production plants and dispatches the same to a particular customer on a single transportation shipment.

  (ii) Break the bulk : The warehouse performs the function of dividing the bulk quantity of goods received from 
the production plants into smaller quantities which are then transported according to the requirements of 
clients to their places of business. 

  (iii) Stock piling : This refers to seasonal storage of goods for select businesses. Goods or raw-materials which 
are not required immediately for sale or manufacturing are stored in warehouses. They are made available to 
business depending on customers demand. 

  (iv) Value added services : Certain value-added services are also provided by the warehouses, such as in-transit 
mixing, packaging and labelling. 

  (v) Price stabilisation : By adjusting the supply of goods with the demand situation, warehousing performs the 
function of stabilising the prices. 

  (vi) Financing : Warehouse owners advance money to the owners on security of goods and further supply goods 
on credit terms to retailers.  (Any four)

 28. Steps involved in Online Trading are :

  (i) Registration  : Before online shopping, one has to register with the online vendor by filling up a registration 
form. Registration means that you have an ‘account’ with the online vendor. Among various details that 
need to be filled in is a ‘password’ as the sections relating to your ‘account’ and ‘shopping cart’ are password 
protected. Otherwise anyone can login using your name and shop in your name. This can put you in trouble. 

  (ii) Placing an order : You can pick and drop the items in the shopping cart. Shopping cart is an online record of 
what you have picked up while browsing the online store. Just as in a physical store you can keep and take 
items out of your cart, likewise, you can do so even while shopping online. After being sure of what you want 
to buy, you can ‘checkout’ and choose your payment options. 

  (iii) Payment mechanism : Payment for the purchases through online shopping may be done in number of ways :

   (a) Cash on delivery (COD)

   (b) Cheque

   (c) Net banking transfer 

   (d) Credit cards

   (e) Debit cards
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 29. (a) Responsibility towards owners or shareholders : The owners expects a fair return on their investment at 
well as growth of their investment. The responsibility of business in relation to owners can therefore be 
summarised as under : 

   (a) Fair return on capital invested

   (b) Ensure safety of investment

   (c) Growth of capital

   (d) Provide regular, accurate and adequate information about the financial position of the company 

   (e) Judicious and profitable utilisation of capital

  (b) Responsibilities towards Customers : Customer is supreme as the entire business activities revolve around 
the customer. Therefore, the requirements and expectation of customer must be considered, and therefore 
can be summarised as under : 

   (a) Production and supply of useful and want satisfying goods and services

   (b) To charge fair price

   (c) To provide goods of standard quality 

   (d) To handle consumers complaints quickly

 30. Clauses of MOA :

  (i) Name Clause : This clause contains the name of the company with which the company will be known, which 
has already been approved by the Registrar of the Companies. This clause protects the entity against future 
registrations of the same or closely identical name. 

  (ii) Domicile Clause : This clause contains the name of the state or union territory in which the registered office 
of the company is proposed to be situated. This doesn’t include the exact address of registered office but exact 
address must be notified to the registrar within thirty days of the incorporation of the company. 

  (iii) Object Clause : This clause can be regarded as the core of the Memorandum of Association. It sets out the 
objects with which a company is formed. The company is not legally entitled to do any business other than 
that specified in its object clause.

  (iv) Capital Clause : This clause specifies the maximum capital which the company will be authorised to raise 
through the issue of shares. The authorised share capital of the proposed company, along with its division 
into the number of shares having fixed face value is specified in this clause.

 31. Finance is the life blood of any business. It refers to the funds required by the business for carrying out various 
business activities. Availability of adequate funds is essential for the smooth functioning of a business. The capital 
contributed by the promoters may not be sufficient. Hence,the business firms have to look for other sources from 
where the fund requirements can be met. The financial requirements of a business can be categorised as follows : 

  (i) Fixed capital requirements : The funds that are invested in the business for a longer period of time are 
known as fixed capital. Such funds are usually required for starting the business and to purchase fixed assets 
like land, building, plant and machinery. Different business firms require different amounts of fixed capital 
depending on various factors such as nature and size of the business, number of products produced, etc. 

  (ii)  Working capital requirements : The funds required for day-to-day operations of the business are known 
as working capital. Different business firms require different amounts of working capital depending upon 
various factors. For example, a business firm selling goods on credit or having a slow sales turnover requires 
more working capital as compared to a business firm selling goods on a cash basis or having a high sales 
turnover.
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 32. The important merits of lease financing are as follows : 

  (i) Less Initial Cash Investment Required : It enables the lessee to acquire the asset with a lower investment. 

  (ii) Tax Benefits : Lease rentals paid by the lessee are deductible for computing taxable profits. 

  (iii) Flexibility : The risk of obsolescence is borne by the lessor. This allows greater flexibility to the lessee to 
replace the asset.

  (iv) Technical Assistance : Lessee gets some sort of technical support from the lessor in respect of leased asset.

 33. Ways to fund Start-ups :

  (i) Angel Investor : They are affluent individuals who provides capital for a business start-ups and early stage 
companies using high-risk, high-return matrix usually in exchange for convertible debt or ownership equity.

  (ii) Venture Capital : Venture Capital is a type of private equity capital provided as a seed funding to early stage, 
high potential, high risk, growing up companies.

  (iii) Boot Strapping : In this, the entrepreneur funds his/her business by using his/her personal savings. It is the 
first source of finance for which an entrepreneur should use. 

  (iv) IPO : IPO (Initial Public Offer)refers to the process of offering shares of a company to the public. To raise 
funds through this the startup should have proper and stable financial statements, growth-oriented team and 
good corporate governance should be developed as well.

 34. Services to Consumers :

  (i) Ready or quick supply : The most important service of a retailer to consumers is to maintain regular 
availability of various products so that the buyers can buy the products whenever they need. 

  (ii) Wide variety : Retailers generally keep stock of a variety of products from different manufacturers. This 
enables the consumers to make their choice out of a wide selection of goods. 

  (iii) Guiding customers : By managing the effective display of products and through their personal selling efforts, 
retailers should provide the information of products to the customers. 

  (iv)  Demonstration and after sales services : It can be done in the form of home delivery, supply of spare parts 
and attending to customers. 

  Services to Wholesalers :

  (i) Ready market : Retailers deal with individuals so the manufacturers and wholesalers will not be able to make 
individual sales without retailers.. 

  (ii) Providing information : By undertaking personal selling efforts retailers relieve the producers of this activity 
of individual selling. 

  (iii) Risk bearing : Retailers participates in the promotional activities of the product so that the product becomes 
popular and then it is less risky for the manufacturers. 

  (iv)  Distribution of goods to distant places : Retailers helps in distribution of goods to the final consumers and 
thus, provide place utility.

SECTION - D

 35. Following are the merits of Sole Proprietorship form of business organisation :

  (i) Ease of formation and dissolution : It is simple and inexpensive to start a sole trade business. It is not necessary 
to fulfill any legal formalities like registration, etc. Any person can start this form of organisation by investing 
a small amount of capital and can dissolve it as per his will. 

  (ii) Prompt decisions : Under this form of organisation, the sole trader is the sole owner and can take decisions 
promptly without consulting anybody else. 
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  (iii) Freedom of choice of business : If due to any reason, there are losses in the business, the sole trader can easily 
change his business and can start a new one which can earn more profits to him. Thus, he has full freedom 
regarding the choice of the business. 

  (iv) Sole recipient of profits : In this form of business organisation, one person has the sole claim on profits and 
for increasing his profits he works hard and takes interest. 

  (v) Secrecy : Secrecy is one of the most important factors for the success of every business. In sole proprietorship 
the owner is in an advantageous position to keep his plans secret. 

  (vi) Flexibility : It is very convenient for the sole proprietor to expand or curtail his business activities in accordance 
with the changing business environment. (Any four) 

  Sole Proprietorship suffers from the following limitations :

  (i) Limited financial resources : Financial resources of a sole proprietor are limited to his/her personal savings 
and borrowing from banks and relatives. Lack of resources is one of the reasons behind limited size and small 
scale of his business. 

  (ii) Limited life of business concern : The sole proprietorship (business) and owner are considered one and the 
same by the law. Death, insolvency or illness of a proprietor affects the business and can lead to its closure. 

  (iii) Limited managerial ability : It is rare to find an individual excelling in all the areas of business. Thus, 
decision making by the sole proprietor may not be balanced in all the cases. Also due to limited resources sole 
proprietor may not be able to employ and retain professionals and experts. 

  (iv) Unlimited liability : If the business fails, the creditors can recover their dues not only from the business assets 
but also from the personal assets of the proprietor.

 36. The features of a Joint Stock Company are explained below :

  (i)  Artificial person : It is the creation of law and has a distinct identity from its members. The business runs 
in the  name of the company. It can be brought to an end only by the law. 

  (ii) Separate legal entity : It acquires a separate legal entity from the day of its incorporation. Its assets and 
liabilities are separate from those of its members. 

  (iii) Perpetual succession : Its existence is not affected by the coming and going of the members. It is created by 
law and the law can only bring it to an end by completing the separate legal procedure called winding up. 

  (iv) Common seal : Being an artificial person, the agreements entered by Board of Directors on behalf of the 
company are approved by using the common seal which is equivalent of an official signature. 

  (v) Liability : The liability of members is limited to the extent of capital contributed by them. In events of loss, 
the members are liable to the extent of the unpaid amount of shares held by them. The creditors can only 
use the assets of company to settle their claims. 

  (vi) Control : Although the shareholders are the owners of the company; yet in true sense they don't have the 
right to be involved in the day-to-day affairs of the company. In real sense, the entire management and 
control of the business lies in the hands of the board of directors. 

  (vii) Flexibility of operations : The business which requires high degree of flexibility should prefer sole 
proprietorship or partnership firm, whereas changes and decision making take a long time in company 
form of organisation.

  (viii) Continuity : Temporary and ad hoc businesses should prefer sole proprietorship and partnership form 
as these are easy to form and dissolve. Enterprises set up for long run and of permanent nature prefer 
company form of organisation as they are not affected by entry and exit of members.

 37. Insurance is a contract under which one party ‘insurer’ agrees in return of consideration ‘premium’ to pay an 
agreed sum of money to another party ‘insured‘ to compensate the loss of goods / life. The various principles of 
insurance are as follows :
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  (i) Utmost good faith :  It is the duty of the applicant to disclose all the material facts relating to the risk to 
be covered. A material fact refers to the fact which would influence the mind of a prudent underwriter in 
deciding whether to accept a risk for insurance and on what terms. 

  (ii) Indemnity : The purpose of insurance is to restore the insured person to approximately the same financial 
position that existed prior to the loss. The losses paid here would be approximately the same and the reason 
for this is to prevent the insured from profiting from insurance to reduce moral hazards. Indemnity can be 
defined as the compensation of loss or injury sustained. 

  (iii) Mitigation : It is the duty of the insured to take reasonable steps to minimize the loss or damage to the 
insured property. If reasonable care is not taken like any prudent person then the claim from the insurance 
company may be lost. 

  (iv) Subrogation : Subrogation refers to the transfer of rights and remedies from the insured to the insurer who 
has indemnified the insured in respect of the loss. 

  (v) Insurable interest : The person getting an insurance policy must have an insurable interest in the property 
or life insured. A person is said to have an insurable interest in the property if he is benefited by its existence 
and prejudiced by its destruction. Without insurable interest, the insurance contract is void. 

  (vi) Contribution : The principle of contribution allows the insurer the right to call on other insurers liable for 
the cost to share the claim payment. 

  (vii) Proximate cause : An insurer will only be liable to pay a claim under an insurance contract if the loss which 
gives rise to the claim was proximately caused by an insured peril. This means that the loss must be directly 
attributed to an insured peril without any break in the chain of causation. (Any four)

 38. Merits of Preference Shares :

  (i) Reasonable safety of returns : Preference shares are useful for those investors who want steady income in the 
form of fixed rate of return and safety of investment. 

  (ii) No interference in management : Preference shares do not affect the control of equity shareholders over the 
management as preference shareholders do not carry voting rights. 

  (iii) Trading on equity : The preference shares are entitled to a fixed rate of dividend. It enables the company to 
declare higher dividend to equity shareholders during prosperity to take advantage of trading on equity. 

  (iv) Repayment of principal amount : Preference shareholders have a preferential right of repayment over equity 
shareholders in the event of liquidation of a company. 

  (v) No charge on assets : Preference share capital does not create any sort of charge against the assets of a 
company. So, assets may be used as security for raising loans in future. (Any four)

  Limitations of Preference Shares :

  (i) Limited appeal  : Preference shares are not suitable for adventurous or bold investors who are willing to take 
risks and are interested in higher returns.

  (ii) Dilutes claim of equity shareholders : Preference share capital dilutes the claims of equity shareholders over 
assets of the company. 

  (iii) Unreliable and low returns : Preference shares carry a fixed but low rate of dividend. Even during bumper 
profits, preference shareholders have to be satisfied with a fixed dividend, while equity shareholders get a 
major share in profits. 

   Moreover, there is no assured return for the preference shareholders as dividend is paid only when the 
company earns profit. 

  (iv) No tax benefits : There is no tax saving in case of dividend on preference shares as they are not deductible 
from profits as expense. 
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 39. The role of Commerce and Industry Associations in the promotion of internal trade  :

  (i) Transportation or inter-state movement of goods : The Federation of Indian Chambers of Commerce and 
Industry provides various services like registration of vehicles, construction of highways and roads, surface 
transport facilities, etc. to facilitate inter-state movement of goods. The construction of golden quadrilateral 
corridor is the result of the annual general meetings of FICCI. This will promote internal trade. 

  (ii) Labour legislation : Flexible and simple labour legislation leads to maximisation of production and generates 
large employment opportunities. These associations constantly interact with the government on issues 
regarding labour laws, retrenchment, etc. 

  (iii) Excise duty  : The main source of revenue of the central government is the excise duty levied by it across the 
states. The association interacts with the government to reduce the excise duty as it plays an important role 
in fixing the price of the products. 

  (iv) Promoting sound infrastructure : The success of trade, commerce and industry is greatly affected by the 
availability of sound infrastructural facilities likes roads, electricity, railways, etc. These associations in 
collaboration with the government take up heavy investment projects in this respect. 

  (v) Marketing of agro products : Helping in the marketing of agro-products and related issues is another 
important area covered by these associations. 

  (vi) Weights, measures and prevention of duplicate brands : In order to protect the interests of the consumers as 
well as the traders, several laws have been formulated that are related to weights, measures and protection of 
brands. Also, actions are taken against those who violate these laws. (Any four) 

 40. Import procedure :

  (i) Obtaining I.E.C. No. : Before starting the import procedure, the importer has to obtain an I.E.C. (Import-
Export Code) number. This number is used in filing the formalities of import procedure. To get this number, 
the importer has to apply to the regional Import-Export Licensing Authority in the prescribed form. 

  (ii) Obtaining Registration Cum Membership Certificate (RCMC) : Importers get various benefits in the form of 
subsidies and exemption in excise duty, tax, etc. To get these benefits, they have to show RCMC. After getting 
the I.E.C. number, the importer applies for RCMC. The RCMC is issued by :

   (a) Import Promotion Council

   (b) Federation of Indian Import Organisation

   (c) Import Development Authority, etc

  Along with the application, the importer has to submit a bank certificate and IEC number. If the authority is 
satisfied, then they will issue RCMC. 

  (iii) Obtaining a letter of credit : Letter of credit is issued by the importer’s bank in favour of the exporter. In this 
letter, the bank undertakes guarantee for making payment on behalf of the importer. The importer approaches 
his bank and instructs the bank to issue a letter of credit in favour of the exporter. The importer also instructs 
the bank about the documents to be collected from exporter before making payment. 

  (iv)  Arrival of goods : Goods are shipped by the exporter as per the specifications of the importer. When goods 
reach the importer’s country, the captain of the ship informs the dock officer and instructs him to receive 
the goods and record the details about the goods on the document called import general manifest. This 
document gives details of imported goods. 

  (v)  Informing importer : After the arrival of goods, the dock authorities inform the importer about the arrival 
of goods. The importer prepares a document called bill of entry which contains details about the imported 
goods and submits this document to the customs officer to get customs clearance. 

  (vi) Customs clearance : The customs officer examines the bill of entry carefully and assesses the custom duty to 
be paid by the importer and after assessing the duty amount, the bill of entry is given to the appraiser officer 
who verifies the details given in the bill. If the appraiser officer is satisfied with the information given in bill 
of entry, then he returns the bill to the importer for making payment of custom duty.
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SECTION - E

 41. (i) Cost and Ease of Starting Business

  (ii) Managerial ability required

  (iii) Continuity

  (iv) Capital Requirements

  (v) Nature of Business

 42. Measures to be taken to control Environmental Pollution :  

  (i) A definite commitment to create, maintain and develop work culture for environmental protection and 
pollution prevention. 

  (ii)  Complying with the laws and regulations enacted by the government for preventing of pollution. 

  (iii)  Participation in government programmes related to prevention of environmental pollution.

  (iv) Developing clear cut policies and programmes for purchasing environment friendly raw material, employing 
superior technology, using scientific techniques of disposal and treatment of waste and developing skills for 
the purpose of pollution control. 

  (v) Periodical assessment of pollution control programmes in term of costs and benefits so as to increase the 
progress with respect to environmental protection.

 43. (i) Departmental Stores

  (ii) Chain Stores

  (iii) Super Markets

  (iv) Mail Order Houses

  (v) Consumer Co-operative Stores
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