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Instructions :
 1. Write the serial number of question properly as given in the question paper while answering.

 2. 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. Which the following can not be classified  as an objective of business.
  (a) Investment (b) Productivity (c) Innovation (d) Profit earning
 2. Who is the Head of Hindu Undivided family business ?
 3. Give an  example of statutory corporation.
 4. Name any one type of Bank Account.
 5. E-Commerce does not include
  (a) A business interactions with its suppliers.
  (b) A business interactions with its customers.
  (c) Interactions among the various departments within business.
  (d) Interactions among the geographyically dispersed units of the business.
 6. How is land pollution cause ?
 7. Minimum number of members to form Private Company is :
  (a) 2 (b) 3 (c) 5 (d) 7
 8. For which purpose is fixed capital needed ?
 9. Expand NABARD.
 10. What is wholesale Trade ?
 11. When two or more firms come together to create a new business entity that is legally separate and distinct from 

its parents, it is known as,
  (a) Contract manufacturing  (b) Franchising
  (c) Joint ventures   (d) licensing.
 12. Name any one document of Export business.

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. Who is Active partner ?
 15. State any two merits of Departmental Undertakings.
 16. Name the two facilities available under Postal services.
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 17. Give the meaning of Outsourcing.
 18. What is meant by Social Responsibilities of business ?
 19. Give the meaning of Prospectus.
 20. Mention any two International Sources of business finance.
 21. Write the meaning of village industries.
 22. State any two demerits of departmental stores.
 23. What is international business ?
 24. Write any two objectives of W.T.O.

Section-c

 III. Answer any Seven questions from the following questions in 10-12 sentences each. Each question carry Four 
marks : 7 × 4 = 28

 25. What are the various types of Industries ? Explain with example.
 26. State any four features of government companies.
 27. Briefly explain any four functions of warehousing.
 28. Explain any four benefits of e-business.
 29. Explain the Social Responsibilities of business towards :
  (a) Share holders (b) Consumers.
 30. Explain briefly the clauses of Memorandum of Association.
 31. Explain any four types of debentures.
 32. Write any four differences between Equity shares and Preference shares.
 33. Briefly explain the common incentives offered to attract small industries in Rural areas by the government.
 34. Briefly explain the limitations of super markets.

Section-D

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

 35. Explain the merits and demerits of sole proprietorship form of business organisation.
 36. Explain the types of Co-operative societies.
 37. Explain the principles of Insurance.
 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 services of retailers to wholesalers and consumers.
 40. What are the steps to be followed in import procedure ?

Section-e (Practical oriented Questions)

 V. Answer any Two of the following questions. Each carry Five marks. 2 × 5 = 10

 41. As the owner of a business Unit what risks you may face in running it ?
 42. As a businessman having concern for environment protection, suggest any five steps which can be taken by you 

for environment protection.
 43. As an aspirant of doing international business what different modes of entry into international business do you 

find ?

qqq
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SOLUTIOnS
As Per Scheme of Valuation 

(Issued by Department of PUE, Karnataka)

Section-A

 I.
 1. Investment.  1
 2. Karta. 1
 3. L.I.C or R.B.I.  (or any other one) 1
 4. Saving Bank Account or current account (or any other one) 1
 5. (d) Interactions among the gegraphically dispersed units of the business. 1
 6. Dumping of toxic waste. 1
 7. (a) 2 1
 8. Needed to purchase fixed assets. 1
 9. National Bank for Agricultural and Rural Development. 1
 10. Buying and selling of goods and services in large quantities for the purpose of resale or intermediate use. 1
 11. (c) Joint Venture. 1
 12. Export Invoice or shipping Bill. (or any other one) 1

Section-B
 II.
 13. Business refers to production or purchase of goods for sale or exchange of goods or supply of services to earn 

profit by satisfing the needs of other people. 2
 14. An active partner is one who contributes capital, participates in management of the firm, shares its profits or 

losses and is liable to an unlimited extent to the creditors of the firm. 2
 15. (1) Effective control 
  (2) High degree of public accountability (or any other two) 1 + 1
 16. (1) Financial facilities
  (2) Mail facilities  (or any other two) 1 + 1 
 17. It refers to a long-term contracting out the non-core activities to the third Party specialists with a view to benefitting 

from their experience, and efficiency.  2
 18. It refers to its obligation to take those decisions and perform those actions which are desirable in terms of the 

objectives and values of our society. 2
 19. Prospectus is an invitation to the public to apply for shares or debentures issued by the company.  2
 20. (1) Global Depository Receipts (GDRs)
  (2) American Depository Receipt's (ADRs)  1 + 1
 21. Village industry is any industry located in a rural area which produces any goods, renders any services with or 

without the use of power. 2
 22. (1) Lack of Personal attention.
  (2) High operating cost (or any other two) 1 + 1
 23. Business transactions (i.e manufacturing and trade) taking place beyond the boundaries of one's own country is 

known as international business. 2
 24. (1) To ensure reduction of tariff and other trade barriers imposed by different countries.
  (2) To facilitate the optimal use of the world resources for sustainable development (or any other two) 1 + 1

Section-c
 III.

 25. (1) Extractive Industries
  (2) Genetic Industries
  (3) Manufacturing Industries
  (4) Construction Industries or any other Explain with example. [Scheme of Valuation, 2019] 2 + 2

Detailed Answer:
  1. Extractive industry : The extractive industry consists of any operations that remove metals, mineral and 

aggregates from the earth. Examples of extractive processes include oil and gas extraction, mining, dredging 
and quarrying.
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  2. Genetic Industry : The word ‘genetic’ means parentage or hereditary. Genetic industries are concerned 
mainly with producing  -  breeding or multiplying of certain species of plants or animals with the object of 
earning profits from their sale. Examples of these types are nurseries, forestry, cattle breeding and commercial 
kennels. Animal husbandry is one type of Genetic Industry.

  3. Manufacturing Industry : They are concerned with converting the form of the raw materials and semi-
manufactured goods into finished products. The process of manufacturing things changes the form of the 
articles extracted form earth, sea and air, and makes it more useful to the consumer by adding new utilities to 
it. Textile, Engineering, and Steel may be mentioned as a few examples of the manufacturing industries. 

  4. Construction Industry : Construction industry is also an important industry. Construction of bridge, building, 
road, tunnel, over-bridge, fly-over, factory building, etc. comes under construction industry.

 26. (1) It is any organisation created under the Companies Act, 2013 or any other previous company law.
  (2) The company can file a suit in a court of law against any third party and be sued.
  (3) A company can enter into a contract and can acquire property in its own name.
  (4) The employees of the company are appointed by the company itself and are not the government 

employees. (or any other four) 1 + 1 + 1 + 1
 27. (1) Consolidation
  (2) Break the bulk
  (3) Stock piling
  (4) Value added services (or any other) 2 + 2
 28. (1) Ease of formation and lower investment requirements.
  (2) Convenience
  (3) Speed
  (4) Global reach/ access (or any other) 2 + 2
 29. (A) To Shareholders :
   (1) To ensure fair return on their capital investment.
   (2) to ensure safety of their investment
  (B) To Consumers :
   (1) To supply right quality of goods and services at reasonable prices
   (2) To provide sufficient and proper information about the products, about company and other matters.
    (or any other) 2 + 2

 30. Clauses of Memorandum of Association :
  (1) The name clause
  (2) Registered office clause
  (3) Objects clause
  (4) Liability clause. (or any other) 2 + 2 

 [Scheme of Valuation, 2019]

Detailed Answer:
  (1) name Clause :  Under this clause, name of company is stated, as approved by MCA.
  (2) Registered Office Clause : The memorandum must mention the state in which registered office of the 

company is situated. Complete address of the company needs not to be mentioned here.
  (3) The Object Clause : This is the most important clause. Company is free to choose any object which is not 

illegal.  This clause is divided into two parts that is a) Main Object and b)The objects which are necessary for 
furtherance of the object specified in clause 3(a).

  (4) Liability Clause : Liability clause states that the liability of the members is limited to the extent of amount 
unpaid on shares.

 31. Types of debentures :
  (1) Secured Debentures
  (2) Unsecured Debentures
  (3) Registered Debentures
  (4) Unregistered Debentures (or any other) 2 + 2 

 [Scheme of Valuation, 2019]

Detailed Answer:
  1. Secured debenture creates a charge on the assets of the company, thereby mortgaging the assets of the 

company. 
  2. Unsecured debenture does not carry any charge or security on the assets of the company.
  3. A registered debenture is recorded in the register of debenture holders of the company. A regular instrument 

of transfer is required for their transfer. 
  4. The debenture which is transferable by mere delivery is called bearer debenture.
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 32.

Equity shares Preference shares

1. Enjoy voting Rights. Do not enjoy voting Rights.

2. No fixed rate of dividend. Get fixed rate of dividend.

3. They do not have any preferential rights 
relating to dividend and repayment of capital.

They have preferential rights relating to dividend 
and repayment of capital

4. Equity shares are not possible to be converted 
into Preference shares.

Preference shares can be converted into equity 
shares

     1 + 3
 33. (1) Provision of Land at concessional rate
  (2) Supply of power with concessional rate or 50%
  (3) Supply of water on a No-Profit, No-losses basis or 50% concession rate
  (4) Abolished Octroi (or any other) 2 + 2  
 34. Limitations of super Market :
  (1) No Credit facilities to customers
  (2) No personal attention paid to customers
  (3) Mishandling of goods
  (4) High overhead expenses (or any other) 2 + 2

Section-D
 IV.
 35. Merits of Sole proprietorship :
  (1) Quick decision making
  (2) Confidentiality
  (3) Direct incentive
  (4) Ease of formation and closure
  Demerits of Sole proprietorship :
  (1) Limited resources
  (2) Limited life of business concern
  (3) Unlimited liability
  (4) Limited managerial ability. (or any other) 4 + 4

 36. Types of Co-operative societies :
  (1) Consumers Co-operative societies
  (2) Producers Co-operative societies
  (3) Marketing Co-operative societies
  (4) Farmers Co-operative societies
  (5) Credit Co-operative societies
  (6) Co-operative housing societies (Any four with explanation) 4 + 4
    [Scheme of Valuation, 2019]

Detailed Answer:
  1. Consumers cooperative societies :  Consumers' cooperatives are formed by the consum ers to obtain goods 

of their daily requirements at reasonable prices. Such a society buys goods directly from manufacturers and 
wholesalers to eliminate the profits of middlemen. These societies protect lower and middle class people from 
the exploitation of profit hungry businessmen. The profits of the society are distributed among members 
in the ratio of purchases made by them during the year. Consumer's cooperatives or cooperative stores are 
working mainly in urban areas in India. Super Bazar working under the control of Government is an example 
of consumers' cooperative society.

  2. Producers cooperatives :  Producers or industrial cooperatives are voluntary associations of small producers 
and artisans who join hands to face competition and to increase production. These societies are of two types.

   (a) Industrial service cooperatives :  In this type, the producers work independently and sell their industrial 
output to the cooperative society. The society undertakes to supply raw materials, tools and machinery 
to the members. The output of members is marketed by the society.

   (b) Manufacturing cooperatives :  In this type, producer members are treated as employees of the society 
and are paid wages for their work. The society provides raw material and equipment to every member. 
The members produce goods at a common place or in their houses. The society sells the output in the 
market and its profits are distributed among the members.

  3. Marketing Cooperatives :  These are voluntary associations of independent producers who want to sell their 
output at remunerative prices. The output of different members is pooled and sold through a centralised 
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agency to eliminate middlemen. The sale proceeds are distributed among the members in the ratio of 
their outputs. As a central sales agency, the society may also perform important marketing functions such 
as processing, grading and packaging the output, advertising and exporting products, warehousing and 
transportation, etc. Marketing societies are set up generally by farmers, artisans and small producers who find 
it difficult to face competition in the market and to perform necessary marketing functions individually. The 
National Agricul tural Cooperative Marketing Federation (NAFED) is an example of marketing cooperative in 
India.

  5. Credit Cooperatives : 
   These societies are formed by poor people to provide financial help and to develop the habit of savings among 

members. They help to protect members from exploitation of money lenders who charge exorbitant interest 
from borrowers. Credit cooperatives are found in both urban and rural areas. In rural areas, agricultural 
credit societies provide loans to members mainly for agricultural activities. In urban areas, non-agricultural 
societies or urban banks offer credit facilities to the members for household needs.

  6. Co-operative Housing Societies :  These societies are formed by low and middle income group people in 
urban areas to have a house of their own. Housing cooperatives are of different types. Some societies acquire 
land and give the plots to the members for constructing their own houses. They also arrange loans from 
financial institutions and Government agencies. Other societies themselves construct houses and allot them 
to the members who make payment in instalments.

 37. Principles of Insurance :
  (1) Utmost good faith
  (2) Insurable Interest
  (3) Indemnity
  (4) Proximate cause
  (5) Subrogation
  (6) Contribution
  (7) Mitigation of loss. (Any four with explanation) 4 + 4
 [Scheme of Valuation, 2019]

Detailed Answer :
  The principles of insurance are :
  (1) The Principle of Utmost Good Faith : Both parties involved in an insurance contract—the insured (policy 

holder) and the insurer (the company)—should act in good faith towards each other. The insurer and the 
insured must provide clear and concise information regarding the terms and conditions of the contract

  (2) The Principle of Insurable Interest : Insurable interest just means that the subject matter of the contract must 
provide some financial gain by existing for the insured (or policyholder) and would lead to a financial loss if 
damaged, destroyed, stolen, or lost. The insured must have an insurable interest in the subject matter of the 
insurance contract. The owner of the subject is said to have an insurable interest until s/he is no longer the 
owner.

  (3) The Principle of Indemnity : Indemnity is a guarantee to restore the insured to the position he or she was 
in before the uncertain incident that caused a loss for the insured. The insurer (provider) compensates the 
insured (policyholder). The insurance company promises to compensate the policyholder for the amount of 
the loss up to the amount agreed upon in the contract.

  (4) The Principle of Proximate Cause : The loss of insured property can be caused by more than one incident 
even in succession to each other. Property may be insured against some but not all causes of loss. When a 
property is not insured against all causes, the nearest cause is to be found out. If the proximate cause is one 
in which the property is insured against, then the insurer must pay compensation. If it is not a cause the 
property is insured against, then the insurer doesn’t have to pay.

  (5) The Principle of Subrogation : This principle can be a little confusing, but the example should help make 
it clear. Subrogation is substituting one creditor (the insurance company) for another (another insurance 
company representing the person responsible for the loss). After the insured (policyholder) has been 
compensated for the incurred loss on a piece of property that was insured, the rights of ownership of this 
property go to the insurer.

  (6) The Principle of Contribution : Contribution establishes a corollary among all the insurance contracts 
involved in an incident or with the same subject. Contribution allows for the insured to claim indemnity to 
the extent of actual loss from all the insurance contracts involved in his or her claim.

  (7) The Principle of Mitigation of Loss : This is the final principle that creates an insurance contract. In an 
uncertain event, it is the insured’s responsibility to take all precautions to minimize the loss on the insured 
property.

 38. Factors that Affect the choice of the sources of funds :
  (1) Cost
  (2) Financial strengths and stability of operations
  (3) Form of organisation and Legal status
  (4) Purpose and time period
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  (5) Risk Profile
  (6) Control
  (7) Effect on credit worthiness
  (8) Flexibility and ease  (or any other) 4 + 4
 39. Services of wholesalers :
  (1) Help in distribution of goods
  (2) Personal selling
  (3) Enabling large-scale operations
  (4) Collecting market information.
  Services to consumers :
  (1) Regular availability of Products.
  (2) New Product information
  (3) Convenience in buying
  (4) Wide selection (or any other) 4 + 4

 40. Import Trade Procedures :
  (1) Trade enquiry
  (2) Procurement of import licence
  (3) Obtaining foreign exchange
  (4) Placing order or indent
  (5) Obtaining letter of credit
  (6) Arranging for finance
  (7) Receipt of shipment invoice
  (8) Retirement of import documents.
  (9) Arrival of goods
  (10) Customs clearance and release of goods. (with explanation) 5 + 3 

 [Scheme of Valuation, 2019]

Detailed Answer :
  The steps taken in import procedure are discussed as follows: 
  (i) Trade Enquiry : The first stage in an import transaction, like any other transaction of purchase and sale 

relates to making trade enquiries. An enquiry is a written request from the intending buyer or his agent 
for information regarding the price and the terms on which the exporter will be able to supply goods. 
The importer should mention in the enquiry all the details such as the goods required, their description, 
catalogue number or grade, size, weight and the quantity required. Similarly, the time and method of 
delivery, method of packing, terms and conditions in regard to payment should also be indicated. In reply 
to this enquiry, the importer will receive a quotation from the exporter. The quotation contains the details 
as to the goods available, their quality etc., the price at which the goods will be supplied and the terms and 
conditions of the sale. 

  (ii) Procurement of Import Licence and Quota : The import trade in India is controlled under the Imports 
and Exports (Control) Act, 1947. A person or a firm cannot import goods into India without a valid import 
licence. An import licence may be either general licence or specific licence. Under a general licence, goods 
can be imported from any country, whereas a specific or individual licence authorises to import only from 
specific countries. The Government of India declares its import policy in the Import Trade Control Policy 
Book called the Red Book. Every importer must first find out whether he can import the goods he wants 
or not, and how much of a certain class of goods he can import during the period covered by the relevant 
Red Book. In order to obtain an import licence, the intending importer has to make an application in the 
prescribed form to the licensing authority. If the person imported goods of the class in which he is interested 
now during the basic period prescribed for such class, he is treated as an established importer. 

  (iii) Obtaining Foreign Exchange : After obtaining the licence (or quota, in case of an established importer), 
the importer has to make arrangement for obtaining necessary foreign exchange since the importer has 
to make payment for the imports in the currency of the exporting country. The foreign exchange reserves 
in many countries are controlled by the Government and are released through its central bank. In India, 
the Exchange Control Department of the Reserve Bank of India deals with the foreign exchange. For this 
the importer has to submit an application in the prescribed form along-with the import licence to any 
exchange bank as per the provisions of Exchange Control Act. The exchange bank endorses and forwards 
the applications to the Exchange Control Department of the Reserve Bank of India. The Reserve Bank of 
India sanctions the release of foreign exchange after scrutinizing the application on the basis of exchange 
policy of the Government of India in force at the time of application. The importer gets the necessary 
foreign exchange from the exchange bank concerned. It is to be noted that whereas import licence is issued 
for a particular period, exchange is released only for a specific transaction. With liberalisation of economy, 
most of the restrictions have been removed as rupee has become convertible on current account. 

  (iv) Placing the Indent or Order : After the initial formalities are over and the importer has obtained the licence 
quota and the necessary amount of foreign exchange, the next step in the import of goods is that of placing 
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the order. This order is known as Indent. An indent is an order placed by an importer with an exporter for 
the supply of certain goods. It contains the instructions from the importer as to the quantity and quality of 
goods required, method of forwarding them, nature of packing, mode of settling payment and the price etc. 
An indent is usually prepared in duplicate or triplicate. The indent may be of several types like open indent, 
closed indent and Confirmatory indent. In open indent, all the necessary particulars of goods, price, etc. 
are not mentioned in the indent, the exporter has the discretion to complete the formalities, at his own end. 
On the other hand, if full particulars of goods, the price, the brand, packing, shipping, insurance etc. are 
mentioned clearly, it is called a closed indent. A confirmatory indent is one where an order is placed subject 
to the confirmation by the importer’s agent.

  (v) Despatching a Letter of Credit : Generally, foreign traders are not acquainted to each other and so the 
exporter before shipping the goods wants to be sure about the creditworthiness of the importer. The exporter 
wants to be sure that there is no risk of non-payment. Usually, for this purpose he asks the importers to send 
a letter of credit to him. A letter of credit, popularly known as ‘L/C or ‘L.C is an undertaking by its issuer 
(usually importer’s bank) that the bills of exchange drawn by the foreign dealer, on the importer will be 
honoured on presentation upto a specified amount. 

  (vi) Obtaining necessary Documents : After despatching a letter of credit, the importer has not to do much. 
On receipt of the letter of credit, the exporter arranges for the shipment of goods and sends Advice Note to 
the importer immediately after the shipment of goods. An Advice Note is a document sent to a purchaser of 
goods to inform him that goods have been despatched. It may also indicate the probable date on which the 
ship is expected to reach the port of destination. The exporter then draws a bill of exchange on the importer 
for the invoice value of goods. The shipping documents such as the bill of lading, invoice, insurance policy, 
certificate of origin, consumer invoice etc., are also attached to the bill of exchange. Such bill of exchange 
with all these attached documents is called Documentary Bill. Documentary bill of exchange is forwarded 
to the importer through a foreign exchange bank which has a branch or an agent in the importer’s country 
for collecting the payment of the bill. 

  (vii) Customs Formalities and Clearing of Goods : After receiving the documents of title of the goods, the 
importer’s only concern is to take delivery of the goods, when the ship arrives at the port and to bring 
them to his own place of business. The importer has to comply with many formalities for taking delivery 
of goods. Unless the following mentioned formalities are complied with, the goods lie in the custody of the 
Custom House. 

  (viii) Making the Payment : The mode and time of making payment is determined according to the terms and 
conditions as agreed to earlier between the importer and the exporter. In case of a D/P bill the documents of 
title are released to the importer only on the payment of the bill in full. If the bill is a D/A bill, the documents 
of title of the goods are released to the importer on his acceptance of the bill. The bill is retained by the 
banker till the date of maturity. Usually, 30 to 90 days are allowed to the importer for making the payment 
of such bills. 

  (ix) Closing the Transactions : The last step in the import trade procedure is closing the transaction. If the goods 
are to the satisfaction of the importer, the transaction is closed. But if he is not satisfied with the quality of 
goods or if there is any shortage, he will write to the exporter and settle the matter. In case the goods have 
been damaged in transit, he will claim compensation from the insurance company. The insurance company 
will pay him the compensation under an advice to the exporter.

Section-e (Practical oriented)
 V.
 41. Business risks :
  (1) Natural causes for risks like flood, earth quake, lightining etc.
  (2) Human causes for risks like distionesty carelessness, strikes etc.
  (3) Economic causes for risks like competition price, collection of dues from customers etc.
  (4) Other causes for risks like political disturbance, mechanical failures etc. (Any five risks) 5
 42. (1) Create, maintain and develop work culture environment.
  (2) Developing clear cut policies and programmes for purchase good quality of materials and superior technology.
  (3) Employing with the laws and Regulations of government.
  (4) Periodical assessment of pollution control programmes
  (5) Organising educational workshops and training materials to share technical information and experience with 

suppliers. (or any other) 5
 43. Modes of Entry into International business :
  (1) Exporting and Importing
  (2) Contract Manufacturing
  (3) Licencing and Franchising
  (4) Joint ventures
  (5) Wholly owned subsidiaries. (1 mark each) 5

qqq
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Instructions :
 1. Write the serial number of question properly as given in the question paper while answering.

 2. 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. Give an example for extractive Industry.

 2. Karta in a joint Hindu family Business has

  (a) Limited liability (b) Unlimited liability (c) No liability for debts (d) Joint liability

 3. State the minimum amount of capital to be held by Govt. in a Government company.

 4. Which Act regulates banking services in India ?

 5. The payment mechanism most typed to e-business is.

  (a) Cash on delivery (b) Cheques (c) Credit and debit card (d) e-cash

 6. Mention the major source of pollution.

 7. Directors of which type of a company have to subscribe qualification shares ?

 8. Equity Shareholders are called

  (a) Owners of the company  (b) Partners of the Company

  (c) Executives of the Company (d) Guardian of the Company

 9. What is Tax holiday ?

 10. Expand AVM.

 11. Which one of the following is not amongst India's major trading partner ?

  (a) USA (b) UK (c) Germany (d) New-Zealand.

 12. Name any one document of export business.

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. Given the meaning of Business.

 14. Write any two contents of partnership Deed.

 15. State any two merits of Departmental undertakings.

 16. What is e-Banking ?

 17. State any two limitations of e-Business ?

To know about more useful books for class-11 click here
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 18. State any two arguments against social responsibilities of business.

 19. Name any two stages in the formation of a company.

 20. State any two Sources of Short term Business-Funds.

 21. What is 'Village Industry' ?

 22. Give the meaning of Super Market.

 23. Write the meaning of Joint Venture.

 24. What is "Bill of Lading"?

SECTION-C

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

 25. Explain briefly any four objectives of business.

 26. Explain any four features of statutory corporations.

 27. Explain types of Banks.

 28. State any four differences between ‘‘Traditional business and e-Business’’.

 29. Explain briefly the different types of pollution.

 30. Explain briefly any four clauses of Memorandum of Association.

 31. Explain briefly the different types of Financial needs.

 32. What are public deposits ? Explain briefly any three merits of public deposits.

 33. Briefly explain any four common incentives to attract small scale business in rural areas by the Government.

 34. Explain briefly any four services of wholesalers to manufactures.

SECTION-D

 IV. Answer any Four questions from 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 partnership form of business.

 36. Explain briefly the features of Joint Stock companies.

 37. Explain the principles of insurance.

 38. Explain any eight factors that affect the choice of an appropriate source of business finance.

 39. Explain the merits and limitations of chain stores.

 40. Explain the benefits of International business both to nations and Firms.

SECTION-E (Practical Oriented Questions)

 V. Answer any Two of the following questions. Each carry Five marks. 2 × 5 = 10

 41. As a customer of bank, list out any five e-banking services enjoyed by you.

 42. Suggest any five important sources of finance available for a business organisation.

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

qqq
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SOLUTIONS
As Per Scheme of Valuation 

(Issued by Department of PUE, Karnataka)

SECTION-A
 I.
 1. Mining, Fishing (or Any one) 1
 2. (b) Unlimited liability. 1
 3. 51%. 1
 4. Indian Banking Regulation Act, 1949. 1
 5. (d) e-cash 1
 6. Industry. 1
 7. Public company. 1
 8. (a) owners of the company. 1
 9. Exemption from paying taxes for 5 or 10 years given to industries established is backward, hilly and tribal areas is 

called tax holiday. 1
 10. Automated Vending Machine. 1
 11. (d) New-Zealand. 1
 12. Certificate of origin. (or Any one) 1

SECTION-B
 II.
 13. Business includes Production and distribution of goods and services and other economic activities. 2
 14. Contents of Partnership Deed :
  (1) Name of the firm
  (2) Nature of Business (or Any two) 2
 15. Merits of Departmental undertakings :
  (1) They are financed by annual budget allotment made by Parliament.
  (2) The employees of the enterprise are government servants. (or Any two)  2
 16. e-banking is electronic banking, a service provided by banks, that allows a customer to conduct banking 

transactions over the internet using personal computers or mobile phones.
 17. Limitations of e-business :
  (1) Low personal touch
  (2) People resistance (or Any two) 1 + 1
 18. Arguments against social Responsibilities :
  (1) Burden on consumers
  (2) Lack of broad public support. (or Any two) 1 + 1
 19. Stages of formation of a company :
  (1) Promotion
  (2) Incorporation. (or Any two) 1 + 1
 20. Sources of short term Business Funds :
  (1) Trade credit
  (2) Commercial banks (or Any two) 1 + 1
 21. Any industry located in a rural area which produces any good, renders any services with or without the use of 

power. 2
 22. A super market is a large retailing business unit selling wide varies of consumer goods under one roof. Consumers 

can buy various types of goods under one roof. 2
 23. A Joint venture means establishing a firm that is Jointly owned by two or more independent foreign firms or 

government owned or private firms for mutual benefit. 2
 24. It is a document issued by the shipping vessel containing details of consignment which serves as an evidence 

that the shipping company has accepted the goods for carrying has agreed to reach goods to the designated 
destination. 2

SECTION-C
 III.

 25. Objectives of business :
  (1) Earning profits
  (2) Market standing
  (3) Innovation
  (4) Productivity (with Brief explanation)(or Any other) 2 + 2
    [Scheme of Valuation, 2019]
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Detailed Answer:
  (i) Profit Earning : Profit is the lifeblood of business, without which no business can survive in a competitive 

market. In fact profit making is the primary objective for which a business unit is brought into existence. 
Profits must be earned to ensure the survival of business, its growth and expansion over time. Profits help 
businessmen not only to earn their living but also to expand their business activities by reinvesting a part of 
the profits. 

  (ii) Creation of customers : A business unit cannot survive unless there are customers to buy the products and 
services. Again a businessman can earn profits only when he/she provides quality goods and services at a 
reasonable price. For this, it needs to attract more customers for its existing as well as new products. This is 
achieved with the help of various marketing activities. 

  (iii) Regular innovations : Innovation means changes, which bring about improvement in products, process of 
production and distribution of goods. Business units, through innovation, are able to reduce cost by adopting 
better methods of production and also increase their sales by attracting more customers because of improved 
products. Reduction in cost and increase in sales gives more profit to the businessmen. Use of power looms in 
place of handlooms, use of tractors in place of hand implements in farms etc. are all the results of innovation. 

  (iv) Productivity of Human Resources : Employees as human beings always want to grow. Their growth requires 
proper training as well as development. Business can prosper if the people employed can improve their skills 
and develop their abilities and competencies in course of time. Thus, it is important that business should 
arrange training and development programmes for its employees. 

 26. Features of statutory corporations :
  (1) They are set up under the Act of Parliament and are governed by the provisions of the Act.
  (2) This type of organisation is wholly owned by the state.
  (3) It is a body corporate and can enter into contract and acquire property on its own.
  (4) The employees are appointed and paid by the corporations. (or Any other) 2 + 2

 27. Types of Banks :
  (1) Commercial Banks
  (2) Co-operative Banks
  (3) Specialised Banks
  (4) Central Banks (with Brief explanation) 2 + 2
    [Scheme of Valuation, 2019]

Detailed Answer :
  (1) Commercial Banks : These banks play the most important role in modern economic organisation. Their 

business mainly consists of receiving deposits, giving loans and financing the trade of a country. They provide 
short-term credit, i.e., lend money for short periods. This is their special feature.

  (2) Co-operative Banks : The main business of co-operative banks is to provide funds to farmers. They are 
worked on the co-operative principle. Long-term capital is provided by land mortgage banks, nowadays 
called land-development banks, while short-term loans are given by co-operative societies and co-operative 
banks. Long-term loans are needed by the farmers for purchasing land or for permanent improvements on 
land, while short-period loans help them in purchasing implements, fertilizers and seeds. Such banks and 
societies are doing useful work in India.

  (3) Specialized Banks : These banks specialize in providing financial assistance to a particular industry or sector. 
For example, EXIM Bank, SIDBI, NABARD etc.

  (4) Central Banks : Over and above the various types of banks, there exists in almost all countries today a Central 
Bank. It is usually controlled and quite often owned by the government of the country.

 28.

Basis of Distinction Traditional Business e-business

(1) Ease of formation Difficult Simple

(2) Physical presence Required. Not required

(3) Cost of setting up High Low

(4) Response time for meeting 
customers requirements.

Long time required Instantaneous

    1 + 1 + 1 + 1
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 29. Types of Pollution :
  (1) Air pollution
  (2) Water Pollutions
  (3) Land Pollution
  (4) Noise Pollution (with Brief explanation) 2 + 2
    [Scheme of Valuation, 2019]

Detailed Answer:
  (1) Air Pollution : Air pollution is defined as any contamination of the atmosphere that disturbs the natural 

composition and chemistry of the air. This can be in the form of particulate matter such as dust or excessive 
gases like carbon dioxide or other vapors that cannot be effectively removed through natural cycles, such as 
the carbon cycle or the nitrogen cycle.

  (2) Water Pollution : Water pollution involves any contaminated water, whether from chemical, particulate, or 
bacterial matter that degrades the water's quality and purity. Water pollution can occur in oceans, rivers, 
lakes, and underground reservoirs, and as different water sources flow together through the water cycle the 
pollution can spread.

  (3) Land Pollution : Land or soil pollution, is contamination of the soil that prevents natural growth and balance 
in the land whether it is used for cultivation, habitation, or a wildlife preserve. Some soil pollution, such as 
the creation of landfills, is deliberate, while much more is accidental and can have widespread effects.

  (4) Noise Pollution : Noise pollution refers to undesirable levels of noises caused by human activity that disrupt 
the standard of living in the affected area.

 30. Clauses of memorandum of Association :
  (1) The name clause
  (2) Registered office clause
  (3) Objects clause
  (4) Liability clause  [Scheme of Valuation, 2019] 2 + 2

Detailed Answer :
  (1) Name Clause : Under this clause, name of company is stated, as approved by MCA.
  (2) Registered Office Clause : The memorandum must mention the state in which registered office of the 

company is situated. Complete address of the company needs to mention here.
  (3) The Object Clause : This is the most important clause. Company is free to choose any object which is not 

illegal.  This clause is divided in two parts that is a) Main Object and b)The objects which are necessary for 
furtherance of the object specified in clause 3(a)

  (4) Liability Clause : Liability clause states that the liability of the member is limited to the extent of amount 
unpaid on shares.

 31. Financial needs of Business :
  (1) Fixed capital requirement
  (2) Working capital requirement (with explanation) 2 + 2 

 [Scheme of Valuation, 2019]

Detailed Answer :
  The financial needs of business are :
  (1) Fixed Capital requirement : Every business requires a sufficient amount of fixed capital for beginning its 

operational activities. As the name indicates, the amount of capital invested in various fixed or permanent 
assets, which are necessary for conducting the operation of a business is known as fixed capital. These fixed 
assets might be land, building, machinery, equipment etc. The fixed assets normally do not change their form 
and cannot be withdrawn from the business at a short notice. They can be disposed of. Fixed capitals thus 
are the funds required for the purchase of those assets that are to be used over and over for a long period 
of time in business.Investments in non-current assets such as goodwill, patent, rights, copyrights, long term 
receivables, etc. also from a part of fixed assets. The amount of capital required for investment in fixed assets 
varies with size, nature and method of production of business. 

  (2) Working Capital requirement : In terms of balance sheet, working capital is the difference between current 
assets and current liabilities of a business. Current assets refer to those assets, which are easily changed into 
cash within a short period of time in the business, in an accounting year. It consists of cash in hand and bank 
balances, bills receivable, short term investments, and inventories of stocks. While on the other hand, current 
liabilities are those which are intended to be paid within a short period of one accounting year out of the cur-
rent assets. It consists of bills payable, short term loans, bank overdraft, dividends payable, taxes payable, etc.
Working capital is also called circulating capital, which is the life blood and nerve center of a business. Work-
ing capital is mostly used for the purchase of raw material, payment of wages, seasonal urgent demands of 
the business, purchase of more goods for sale, meeting the expenses of advertising, providing credit facilities 
to the customers etc.

 32. The deposits that are raised by organisations directly from the public are known as public deposits.
  Merits of public deposits :
  (1) The procedure of obtaining deposits is simple.
  (2) The cost of public deposits is lower than the cost of borrowings.
  (3) Public deposits do not usually create any charge on the assets of the company. (with brief explanation) 1+3
    [Scheme of Valuation, 2019]

http://bit.ly/2QnSGSd


14  Oswaal  Karnataka PUE, Solved Paper - 2019, BUSINESS STUDIES, I PUC

To know about more useful books for class-11 click here

Detailed Answer :
  The deposits that are raised by the organisations directly from the public are called public deposits.
  Merits of Public Deposits
  (1) Lower Rate of Interest : Public deposits are beneficial to the company as it receives funds at a lower rate of 

interest when compared to the rates charged by commercial banks and financial institutions.
  (2) Low Administration Costs : Cost of administering public deposits is lower when compared to the issue of 

debentures. The company has to fulfill fewer formalities and follow a simple procedure. It receives money 
and issues only a deposit receipt to every depositor and nothing more.

  (3) Facilitates Trading on Equity : Public deposits help in trading on equity if the company is earning more than 
the rate of interest paid on the deposits. The excess profit shall go to the equity holders. At the same time, their 
control over the company is also not diluted.

  (4) Unsecured : Public deposits are generally unsecured. The company need not create any charge over its assets. 
Hence, its borrowing capacity is not affected.

  (5) Flexible : Public deposits facilitates flexibility in the financial planning. The deposits can be paid back any 
time, when there is no further need for retaining the fund. Thus, it is a convenient method to avoid over 
capitalization.

 33. Incentive provided by government to attract small scale business :
  (1) Land
  (2) Power
  (3) Water
  (4) Raw-materials (with brief explanation) 2 + 2  
    [Scheme of Valuation, 2019]

Detailed Answer :
  Incentives provided by government to attract small scale businesses are :
  (1) Land : Every state offers developed plots for setting up of industries. The terms andconditions may vary. 

Some states don’t charge rent in the initial years, while some allow payment in installments.
  (2) Power : Power is supplied at a concessional rate of 50 %, while some states exempt such units from payment 

in the initial years.
  (3) Water : Water is supplied on no-profit, no-loss basis or with 50 % concession or exemption from water charges 

for a period of 5 years.
  (4) Raw Materials Units located in backward areas get preferential treatment in the matter of allotment of scarce 

raw materials like cement, iron and steel, etc.

 34. Services of wholesalers to manufactures :
  (1) Facilitating large scale production
  (2) Financial assistance
  (3) Expert advice
  (4) Storage (with brief explanation) (or any other) 2 + 2 

 [Scheme of Valuation, 2019]

Detailed Answer :
  Services provided by wholesalers to manufacturer include :
  (1) The wholesaler provides valuable information to the producers regarding the needs and the requirement of 

the consumer.
  (2) As the wholesaler takes the responsibility of collecting order from retailers, he relieves the producers from 

this task and thereby encourages producers to concentrate on production.
  (3) The wholesaler provides finance to the producers at the time of need.
  (4) The wholesaler helps the producers in determining the quality and quantity of goods to be produced as he is 

in direct contact with the retailers.
  (5) The producers are helped to maintain steady prices for the product because wholesaler buys when prices are 

low and sell when prices are high.

SECTION-D
 IV.

 35. Merits of Partnership firm :
  (1) Ease of formation and closure
  (2) Balanced decision making
  (3) More funds
  (4) Sharing risks
  Demerits of Partnership firm :
  (1) Un-limited liability
  (2) Limited resources
  (3) Possibility of conflicts
  (4) Lack of continuity (with explanation) 4 + 4 

 [Scheme of Valuation, 2019]
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Detailed Answer :
  Merits of a partnership firm
  (1) Ease of formation : Partnership firm, unlike the joint stock company, can be easily formed. Two or more 

relatives have to get together and start the business. Even the registration of the firm is not compulsory. There 
are very few formalities to be filled by the partners. The agreement can also be in oral. Thus, the partnership 
firm gets the advantage of an early start and does not lose the momentum.Similarly, it can be winded up 
easily. The partners just have to clear all the debts of the firm.

  (2) Direct motivation : Since all the partners are equally and severally liable for the debts of the firm, the partners 
shall try their level best to increase the profits of the firm and avoid any losses. Hence, there is a direct 
relationship between effort and reward. More is the profits of the firm; more is their share in it.

  (3) Flexibility of operations : Since, the partners does not have to take permissions from the government or 
provide answer for their activities, the decisions can be taken easily. More than that, the decisions can be 
implemented easily and quickly.

  (4) Secrecy : No doubt, the partners have to maintain true and correct accounts, but they do not have to reveal 
it to the public. Auditing of the firm is not compulsory and no documents have to be submitted to the 
government. Only, the partners have to show their profits for income tax purposes.

  (5) Large financial resources : It is possible for the partners to gather their capital of the firm from other sources 
as well. It depends on the credit worthiness and trust of the public on the firm. They can invite other partners 
to contribute their capital.

  Demerits of a partnership firm
  (1) Unlimited liability : All the partners have to clear the debts of the firms if the assets of the firm are found 

to be insufficient. This feature does act as a disincentive for the people to enter into partnership form of 
business, specially the cautious people and investors. Also, the partners may not think of implementing the 
new innovative ideas due to the fear of loss.

  (2) Uncertainty : A partnership firm is dissolved as soon as any of the partners becomes insolvent, dies or 
becomes a lunatic. Any partner can give a notice to the other partners for the dissolution of the firm without 
any valid reasons.

  (3) Conflicts : Lack of confidence, lack of unity and the difference in the opinion of the partners can result in the 
quarrel and conflicts among the partners. Chances of conflicts are very high as all the partners have an equal 
say in the operation of the firm's business. 

  (4) Restriction on transfer of interest : A partner cannot transfer his shares to a third party without the mutual 
consent of the other partners. This makes people to refrain from partnership business.

  (5) Limited resources : As stated earlier, the maximum number of partners allowed is 20. Hence, the capital of 
a partnership is quite limited and insufficient to take the gains of the economies of scale due to large scale 
operations and productions. There is a lack of professional management.

  (6) No public confidence : Since the accounts of the partnership firm are not disclosed, to the public, there is a 
doubt in people's mind regarding the mode of operation of the firm. They may not be interested in investing 
in the firm. Also, the partnership firm is free from government restrictions and control. Hence, there is always 
a fear of bogus company and other fraudulent activities.

 36. Features of Joint Stock company :
  (1) Artificial Person
  (2) Separate Legal entity
  (3) Formation
  (4) Perpetual succession
  (5) Control
  (6) Liability
  (7) Common seal
  (8) Risk bearing (with explanation) 4 + 4 

 [Scheme of Valuation, 2019]

Detailed Answer :
  The features of a Joint Stock Company are :
  (1) An artificial person : The Company enjoys all the rights as a citizen of a country would enjoy. It ‘can own 

properties, enter into contracts etc.
  (2) Legal formation : The formation of a Joint Stock Company is governed by the rules and regulations laid 

down in the Companies Act, 1956.
  (3) Voluntary organisation : It is formed by members voluntarily joining the organisation and contributing 

money or money’s worth for the business.
  (4) Separate legal entity : The Company has a separate legal existence. The owners are different from the people 

who manage the business. The management is however headed by owners who are elected directors. The 
company is separate from the persons who own it. The company cannot be held responsible for any misdeeds 
of the members.

  (5) Perpetual succession : Unlike Sole proprietorship and Partnership, the Company has continuous existence. 
The continuity of the business is not affected by the death, insolvency or insanity of any member. “Men may 
come and men may go, but a company will go until it is wound up.”
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  (6) Limit to liability : The liability of the members of a company is restricted to the extent of the unpaid value of 
the shares held by him. The personal asset of a shareholder cannot be used to pay the company’s liabilities.

  (7) Large capital : A Joint Stock Company can generate huge amount of money towards capital, because the 
number of persons contributing towards capital are more in number when compared to Sole Proprietorship 
or Partnership organisation.

  (8) Large scale operation : Since huge amounts are collected as capital, the operation of the business will generally 
be on a large scale basis.

  (9) Transferability of shares : The shares of a Joint Stock Company are easily transferable from one person to 
another, since it is a Public Limited Company. The shares of a Private Limited Company or Government 
Company are not transferable.

  (10) Common seal : The Company, being an artificial being, cannot affix its signature on the documents on its 
own. The common seal is used in place of a signature.

 37. Principles of Insurance :
  (1) Utmost good faith
  (2) Insurable Interest
  (3) Indemnity
  (4) Proximate cause
  (5) Subrogation
  (6) Contribution
  (7) Mitigation (with explanation) 4 + 4 

 [Scheme of Valuation, 2019]

Detailed Answer :
  The principles of insurance are :
  (1) The Principle of Utmost Good Faith : Both parties involved in an insurance contract—the insured (policy 

holder) and the insurer (the company)—should act in good faith towards each other. The insurer and the 
insured must provide clear and concise information regarding the terms and conditions of the contract

  (2) The Principle of Insurable Interest : Insurable interest just means that the subject matter of the contract must 
provide some financial gain by existing for the insured (or policyholder) and would lead to a financial loss if 
damaged, destroyed, stolen, or lost. The insured must have an insurable interest in the subject matter of the 
insurance contract. The owner of the subject is said to have an insurable interest until s/he is no longer the 
owner.

  (3) The Principle of Indemnity : Indemnity is a guarantee to restore the insured to the position he or she was 
in before the uncertain incident that caused a loss for the insured. The insurer (provider) compensates the 
insured (policyholder). The insurance company promises to compensate the policyholder for the amount of 
the loss up to the amount agreed upon in the contract.

  (4) The Principle of Proximate Cause : The loss of insured property can be caused by more than one incident 
even in succession to each other. Property may be insured against some but not all causes of loss. When a 
property is not insured against all causes, the nearest cause is to be found out. If the proximate cause is one 
in which the property is insured against, then the insurer must pay compensation. If it is not a cause the 
property is insured against, then the insurer doesn’t have to pay.

  (5) The Principle of Subrogation : This principle can be a little confusing, but the example should help make 
it clear. Subrogation is substituting one creditor (the insurance company) for another (another insurance 
company representing the person responsible for the loss). After the insured (policyholder) has been 
compensated for the incurred loss on a piece of property that was insured, the rights of ownership of this 
property go to the insurer.

  (6) The Principle of Contribution : Contribution establishes a corollary among all the insurance contracts 
involved in an incident or with the same subject. Contribution allows for the insured to claim indemnity to 
the extent of actual loss from all the insurance contracts involved in his or her claim.

  (7) The Principle of Mitigation of Loss : This is the final principle that creates an insurance contract. In an 
uncertain event, it is the insured’s responsibility to take all precautions to minimize the loss on the insured 
property.

 38. Factors affecting the choice of appropriate source of funds :
  (1) Cost
  (2) Financial strengths and stability of operations.
  (3) Form of organisation and Legal status
  (4) Purpose and time period
  (5) Risk Profile
  (6) Control
  (7) Effect an credit worthiness
  (8) Tax benefits (with explanation) 4 + 4 

 [Scheme of Valuation, 2019]

Detailed Answer :
  Factors affecting the choice of the sources of funds are as under :
  (1) Cost : There are two types of cost viz. the cost of procurement of funds and cost of utilizing the funds. Both 

these costs should be taken into account while deciding about the source of funds that will be used by an 
organisation.
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  (2) Financial strength and stability of operations : In the choice of source of funds, business should be in a sound 
financial position so to be able to repay the principal amount and interest onborrowed amount. When the 
earnings of the organisation are not stable, fixed charged funds likepreference shares and debentures should 
be carefully selected as these add to the financial burden of the organisation.

  (3) Form of organisation and legal status : The form of business organization and status influences the choice of 
a source for raising money. A partnership firm, for example, cannot raise money by issue of equity shares as 
these can be issued only by a joint stock company.

  (4) Purpose and time period : Business should plan according to the time period for which the funds are required. 
A short-term need for example can be met through borrowing funds at low rate ofinterest through trade 
credit, commercial paper, etc. For long-term finance, sources such as issueof shares and debentures are more 
appropriate. Similarly, the purposes for which funds are requiredneed to be considered so that the sources is 
matched with the use.

  (5) Risk profile : Business should evaluate each of the source of finance in terms of the riskinvolved. For example, 
there is less risk in equity as the share capital has to be repaid only at thetime of winding up and dividends 
need not be paid if no profits are available. A loan on the otherhand, has a repayment schedule for both the 
principal and the interest is required to be paid irrespective of the firm earning of profit or incurring a loss.

  (6) Control : A particular source of funds may affect the control and power of the owners on themanagement 
of a firm. Issue of equity shares may mean deletion of the control. For example, asequity shareholders enjoy 
voting rights. Financial institutions may take control for the assets orimpose conditions as part of the loan 
agreement. Thus, business firm should choose a sourcekeeping in mind the extent to which they are willing 
to share their control over business.

  (7) Effect on credit worthiness : The dependence of business on certain sources may affect itscredit worthiness 
in the market. For example, issue of secured debentures may affect the interestof unsecured creditors of the 
company and may adversely affect their willingness to extend furtherloans a credit to the company.

  (8) Tax benefits : Various sources may also be weighed in terms of their tax benefits. For example,while the 
dividend on preference shares is not tax deductible, interest paid on debentures and loanis the tax deductible 
and may therefore be preferred by organisations seeking tax advantages.

 39. Merits of chain stores :
  (1) Economies of scale
  (2) Elimination of middleman
  (3) No bad debts
  (4) Transfer of goods
  (5) Low cost
  Limitations of chain stores :
  (1) Limited selection of goods
  (2) Lack of Initiative
  (3) Lack of personal touch
  (4) Difficult to change demand [Scheme of Valuation, 2019] 4 + 4

Detailed Answer :
  Merits of chain stores
  (1) Low operating cost : A chain store does not have to incur heavy expenditure on rent, customer services and 

advertising.
  (2) Economies of scale : They are able to purchase goods at cheaper rates due to centralized buying. Besides, they 

have large turnover. Centralized purchasing and large turnover provide economies of large scale operations.
  (3) National image : All multiple shops have a similar layout and distinctive appearance, hence, one single 

advertisement is sufficient for all the shops. Articles are sold at uniform prices and they enjoy confidence of 
public.

  (4) Diversified risks : In multiple shops, unsold stock of one store can be transferred to other store,thus, risk of 
unsold stocks lying in store is minimized.

  (5) Elimination of middleman : It provides a direct link between the manufacturer and the ultimate consumer, 
thus, it helps in eliminating middlemen.

  (6) Convenient to customers : As the chain stores are over the city or the country. Consumers can buy from the 
nearest store. Due to standardised quality and fixed prices, they can purchase with confidence.

  Limitations of chain stores :
  (1) Limited choice of multiple shops : They do not offer a wide variety of products to customers to suit different 

tastes.
  (2) Lack of personal services : They have a limited appeal due to the absence of free home delivery, parking, 

credit and other services.
  (3) Lack of initiative : There is a lack of interest and motivation on the part of paid employees of thestores. Lack 

of autonomy and the need for frequent reporting to the central office reduces their initiative and creates 
monotony of work.

  (4) Red tape : They suffer from the problem of lack of prompt action or decision.

 40. Benefits of International business :
  Benefits to Nations
  (1) Earning of foreign exchange
  (2) More efficient use of resources
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 (3) Improving growth prospects and employment potentials
  (4) Increased standard of living.
  Benefits to Firms :
  (1) Prospects for higher profits
  (2) Increased capacity utilisation
  (3) Prospects for growth
  (4) Way out to intense competitive in domestic market.        (with explanation) 4 + 4 

 [Scheme of Valuation, 2019]

  Detailed Answer :
  Benefits to Nations :
  (1) Earning of Foreign Exchange : International business helps a country to earn foreign exchange which can be 

used to import capital goods, technology, petroleum products, fertilizers etc. 
  (2) More Efficient Use of Resources : Every country has some or the other natural resources. For example, 

a country may possess mineral resources, labour resources, technological capabilities, water resources etc. 
Every country tries to use these resources in the best possible manner and gradually they become more 
efficient and specialised in using these resources than other countries. 

  (3) Improving Growth Prospects and Employment Potential : External trade boosts up the economic growth of 
a country as the firms of developing countries increase their production capacity to supply goods in foreign 
countries. Companies can also import technical know-how to utilise their resources. Increased production 
results in increase in GDP leading to economic growth of the country. 

  (4) Increases Standard of Living : In the absence of international trade, it would not have been possible for the 
world community to use the goods and services produced in other countries. The people living in developing 
and undeveloped countries can use these products and increase their understand of living. 

  Benefits of Firms :
  (1) Prospects for Higher Profit : Generally international business is more profitable than domestic business. 

When the prices in domestic market are low then firms can sell a high price in international market in the 
countries where prices are high.  

  (2) Increased Capacity Utilisations : Companies involved in external trade increase their production capacity 
With increase in production capacity these firms can get benefits of large production or economies of scale 
and reduce the cost of production.

  (3) Prospects for Growth : When the demand for the products starts becoming saturated in domestic countries 
then such firms can enhance their business by approaching international market. This is the main motivation 
for many MNCs at developed countries to enter in the markets of developing countries.

  (4) Way out from Intense Competition in the Domestic Market : High competitive domestic market drives many 
companies to go international in search of markets for their products. This helps them to grow and expand. 

  (5) Improved Business Vision : The vision to become international comes from the urge to grow. Companies 
get strategic and technical advantages by going international. Many companies are including it as their main 
objective and strategy.  

SECTION-E (Practical Oriented)

  V.
  41. Services offered by e- banking:
   (1)  Automated Teller Machine
   (2)  Point of Sale payment
   (3) Electronic Fund transfer
   (4) Financial discipline 
   (5) Managing services 5
  42. Sources of Finance:
   (1)  Retained earnings
   (2)  Trade credit
   (3) Public deposits
   (4) Commercial Banks 
   (5) Financial Institutions (or any other)  5
  43. Institutions supporting small business in India:
   (1)  National Bank for Agricultural and Rural Development (NABARD)
   (2)  The Rural Small Business Development Centre (RSBDC)
   (3) National Small Industries Corporations (NSIC)
   (4) Small Industries Development Bank of India. (SIDBI) 
   (5) The District Industrial Centres.(DICs)  (or any other)  5
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