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General Instructions

Read the following instructions very carefully and strictly follow them:

1. This question paper contains 30 questions. All questions are compulsory.

2. Question paper is divided into five Sections – Section A, B, C, D and E.

3. Section A - Question Nos. 1 to 17 are Multiple Choice (MCQ) type questions.

Each question carries 1 mark.

4. Section B - Question Nos. 18 and 19 are Source based questions. Each question

carries 3 marks.

5. Section C - Question Nos. 20 to 23 are Short Correct Answerwer (SA) type

questions. Each question carries 3 marks. Correct Answerwer to these questions

shall be written in 80 to 100 words.

6. Section D - Question Nos. 24 to 28 are Long Correct Answerwer (LA) type

questions. Each question carries 5 marks. Correct Answerwer to these questions

shall be written in 120 to 150 words.

7. Section E - Question Nos. 29 & 30 are Map based questions. Each question

carries 5 marks.

8. In addition to this, NOTE that a separate question has been provided for Visually

Impaired Candidates in lieu of questions having visual inputs, map etc. Such

questions are to be attempted by Visually Impaired Candidates only.
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1. Rudra Cafe, a chain of organic cafes in Delhi, wanted to expand its business in other

cities too. Due to rising inflation, the cost of organic products, dairy, coffee beans, etc.,

has risen sharply. At the same time, the Reserve Bank of India has increased interest

rates, making bank loans more expensive. The cafe, therefore, delayed its expansion

plans until borrowing becomes cheaper. Identify the element of macro environment

affecting Rudra Cafe.

(A) Technological environment

(B) Economic environment

(C) Social environment

(D) Political environment

Correct Answer: (B) Economic environment

Solution:

Step 1: Understanding the macro environment.

The macro-environment involves factors that affect the economy and the business world at

large, such as inflation, interest rates, and economic policies.

Step 2: Apply the situation to the cafe.

Rising inflation and increased interest rates by the Reserve Bank of India are key economic

factors affecting the business.

These factors are part of the economic environment, which directly influences businesses in

terms of costs, borrowing, and investments.

Step 3: Conclusion.

In this case, the economic environment is the main factor influencing Rudra Cafe’s decision

to delay expansion. Thus, the correct answer is:

(B)Economic environment
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Quick Tip

The economic environment includes factors like inflation, interest rates, and economic

policies, which impact a business’s operational costs, investment decisions, and financ-

ing. Changes in these factors can influence business strategies, such as expansion plans,

as seen in the case of Rudra Cafe.

2. The first stage in the ’Enterprise Process Diagram’ is in——–

(A) Identifying a product or service

(B) Opportunity spotting by analysing the needs and problems that exist in the environment

(C) Evaluating the ideas received from different sources to find a creative solution

(D) Setting up a project and nurturing it to success

Correct Answer: (B) Opportunity spotting by analysing the needs and problems that exist in

the environment

Solution:

Step 1: Understanding the process diagram.

The ’Enterprise Process Diagram’ involves several stages, and the first step is identifying the

opportunities that exist based on the needs and problems observed in the environment. This

stage helps pinpoint the business areas for potential development.

Step 2: Conclusion.

The first stage involves identifying opportunities by analyzing needs and problems, which

corresponds to option (B). Thus, the correct answer is:

(B)Opportunity spotting by analysing the needs and problems that exist in the environment

Quick Tip

In the Enterprise Process Diagram, the first stage is crucial as it focuses on identifying

opportunities by analyzing the needs and problems in the environment. This step helps

businesses spot areas with potential for growth and innovation.

3



3. ’Price skimming’ is used:

(A) for a limited duration to recover most of the investment made to build the product

(B) to attract new customers and increase market share or sales volume

(C) for products and services where dickering over the price of goods is considered the norm

(D) to cover the cost of producing a product plus a reasonable profit

Correct Answer: (A) for a limited duration to recover most of the investment made to build

the product

Solution:

Step 1: Understanding price skimming.

Price skimming is a pricing strategy where a company sets a high price initially to ”skim” the

maximum amount of revenue from the early adopters. This price is gradually reduced over

time. The strategy is used to recover a significant portion of the product’s development costs

in a short period.

Step 2: Conclusion.

Price skimming is typically used when a company wants to recover a large portion of its

investment quickly by targeting customers who are willing to pay a premium for the product.

Thus, the correct answer is:

(A)for a limited duration to recover most of the investment made to build the product

Quick Tip

Price skimming is a strategy where companies set a high initial price to recover their

investment quickly from early adopters. The price is then gradually lowered to attract

more price-sensitive customers. It is commonly used for innovative products with high

development costs.

4. While calculating the Economic Order Quantity, it is necessary that a company

should know how much the ’Inventory Carrying Cost’ is and what does it include.
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From the following, identify the item which is not included in ’Inventory Carrying

Cost’:

(A) Interest

(B) Paperwork for placing order

(C) Space cost

(D) Insurance

Correct Answer: (B) Paperwork for placing order

Solution:

Step 1: Understanding Inventory Carrying Cost.

Inventory carrying costs are the costs associated with holding inventory over time. These

include expenses like storage costs, insurance, interest on capital tied up in inventory, and

space costs.

Step 2: Identify the correct option.

Among the given options, ”paperwork for placing order” is not considered an inventory

carrying cost. It is part of the ordering process and not related to holding or storing inventory.

Step 3: Conclusion.

The item not included in the inventory carrying cost is:

(B)Paperwork for placing order

Quick Tip

When calculating Inventory Carrying Costs, it’s important to remember that these costs

involve expenses related to holding and storing inventory, such as storage costs, interest

on capital, space costs, and insurance. Paperwork for placing orders is typically not

included in inventory carrying costs.

5. Aditya Verma, the founder of a ’Fintech’ startup, wanted to raise funds for

expanding his digital lending platform. Instead of approaching the general public, he
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decided to directly sell securities of his company to a limited number of sophisticated

investors including Life Insurance Corporation of India, General Insurance

Corporation of India, and Army Group Insurance. The method of raising capital used

by Aditya Verma was:

(A) Public issue

(B) Rights issue

(C) Private placement

(D) Offer to the employees

Correct Answer: (C) Private placement

Solution:

Step 1: Understanding Private Placement.

Private placement refers to the sale of securities to a small number of sophisticated investors,

such as institutional investors or wealthy individuals, rather than to the general public. This

method is often used by companies that need to raise capital without going through the more

complex and costly process of a public offering.

Step 2: Apply the situation to Aditya Verma’s case.

In this case, Aditya Verma is targeting a limited number of investors, including Life

Insurance Corporation of India, General Insurance Corporation of India, and Army Group

Insurance, which clearly points to a private placement.

Step 3: Conclusion.

The method of raising capital used by Aditya Verma was:

(C)Private placement

Quick Tip

For fundraising, private placement is a popular method for startups and small companies

to raise capital. It involves offering shares or securities to a small group of investors,

often institutional or accredited investors, instead of going through a public offering.
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