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Instructions
• This paper contains a total of 50 Multiple Choice Questions.

• Each correct answer carries +5 marks.

• Each incorrect answer carries -1 mark.

• No negative marking for unattempted questions.

Q1. Management is often regarded as a multi-dimensional activity because it involves
management of:

(A) Work and People only

(B) People and Operations only

(C) Work, People, and Operations

(D) Top, Middle, and Lower levels

Q2. Which characteristic of management implies that it applies to all types of
organizations, whether economic, social, or political?

(A) Management is a goal-oriented process.

(B) Management is all-pervasive.

(C) Management is a continuous process.

(D) Management is a group activity.

Q3. According to Fayol, the principle of ’Initiative’ suggests that:

(A) Employees should be encouraged to take the first step with self-motivation.

(B) Orders should flow from top to bottom through every level.

(C) There should be a good employer-employee relationship.

(D) All activities must be directed towards a common goal.
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Q4. A manager ensures that resources are well-organized and jobs are assigned
systematically to avoid chaos and confusion. This aligns with which of Fayol’s
principles?

(A) Discipline

(B) Order

(C) Esprit de Corps

(D) Centralization and Decentralization

Q5. Taylor’s technique of ’Differential Piece Wage System’ aims to:

(A) Simplify the work process for workers.

(B) Standardize the tools and equipment used.

(C) Motivate efficient workers to produce more by paying higher wages.

(D) Reduce the number of movements required to perform a task.

Q6. To analyze the best way of performing a job, considering various factors like
raw materials, machinery, tools, and working conditions, Taylor proposed the
use of:

(A) Time Study

(B) Motion Study

(C) Method Study

(D) Fatigue Study

Q7. Which feature of the business environment implies that various elements and
forces of the environment are closely inter-related?

(A) Dynamic Nature

(B) Uncertainty

(C) Inter-relatedness

(D) Relativity
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Q8. The growing awareness about health and fitness among consumers has led to an
increase in demand for organic foods and gym memberships. This represents a
change in which dimension of the business environment?

(A) Economic Environment

(B) Social Environment

(C) Technological Environment

(D) Legal Environment

Q9. Which of the following is an outcome of effective planning?

(A) Leads to rigidity

(B) Reduces creativity

(C) Provides a basis for controlling

(D) Involves huge costs

Q10. A company decides that it will not sell goods on credit to customers whose credit
score is below a certain threshold. This is an example of a:

(A) Rule

(B) Procedure

(C) Policy

(D) Program

Q11. Which of the following describes a ’Budget’ in the context of planning?

(A) A general statement guiding decision-making.

(B) A detailed statement about specific projects.

(C) A statement of expected results expressed in numerical terms.

(D) A sequence of steps to carry out an activity.
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Q12. Which step in the organizing process involves grouping similar and related jobs
into larger units or departments?

(A) Identification and Division of Work

(B) Departmentalization

(C) Assignment of Duties

(D) Establishing Reporting Relationships

Q13. The organizational structure that is suitable for multi-product or multi-geographical
businesses, and promotes product specialization, is the:

(A) Functional structure

(B) Divisional structure

(C) Matrix structure

(D) Network structure

Q14. Which type of organization arises spontaneously due to social interaction among
employees and is not deliberately created by management?

(A) Formal Organization

(B) Informal Organization

(C) Centralized Organization

(D) Decentralized Organization

Q15. Which of the following is a benefit of decentralization?

(A) Reduced burden on top management

(B) Increased need for supervision

(C) Slower decision-making

(D) Limited scope for growth

Q16. Why is staffing considered an important function of management?

(A) It reduces the need for training.
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(B) It ensures competent personnel fill various positions.

(C) It minimizes the cost of production.

(D) It focuses only on top-level executives.

Q17. A disadvantage of external sources of recruitment is that it:

(A) May demoralize existing employees.

(B) Provides a limited choice of candidates.

(C) Is less time-consuming.

(D) Is generally less expensive.

Q18. Which type of selection test measures the individual’s potential for learning new
skills?

(A) Personality Test

(B) Trade Test

(C) Intelligence Test

(D) Aptitude Test

Q19. To train employees for specific complex equipment, a company sets up a dummy
model of the equipment away from the actual workplace. This is an example of:

(A) Apprenticeship Training

(B) Coaching

(C) Vestibule Training

(D) Internship Training

Q20. Which element of directing involves leading, guiding, and influencing the
behavior of employees towards the achievement of organizational goals?

(A) Supervision

(B) Motivation

(C) Leadership
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(D) Communication

Q21. According to Maslow, giving employees opportunities for creativity, challenge,
and personal growth helps satisfy their:

(A) Social Needs

(B) Esteem Needs

(C) Self-actualization Needs

(D) Physiological Needs

Q22. Which theory of motivation assumes that individuals are self-directed, creative,
and seek responsibility, and that managers should create an environment that
fosters these qualities?

(A) Theory X

(B) Theory Y

(C) Maslow’s Hierarchy Theory

(D) Herzberg’s Two-Factor Theory

Q23. A leader who involves subordinates in decision-making and values their input is
said to adopt a:

(A) Autocratic leadership style

(B) Democratic leadership style

(C) Laissez-faire leadership style

(D) Charismatic leadership style

Q24. When information flows from a subordinate to their immediate superior, it is
known as:

(A) Downward communication

(B) Upward communication

(C) Horizontal communication

(D) Diagonal communication
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Q25. A manager uses complex technical jargon during a presentation to a team of
non-technical staff, leading to misunderstanding. This is an example of a:

(A) Psychological barrier

(B) Semantic barrier

(C) Organizational barrier

(D) Personal barrier

Q26. Which of the following is *not* a primary objective of controlling?

(A) Ensuring achievement of organizational goals.

(B) Facilitating coordination in action.

(C) Reducing the workload of top management.

(D) Improving employee motivation.

Q27. The principle of ’critical point control’ in controlling emphasizes that:

(A) Every activity in the organization needs to be controlled.

(B) Control should be exercised at critical points where deviations are likely to
occur.

(C) Top management should be responsible for all control.

(D) Deviations should be ignored if they are minor.

Q28. Financial management is concerned with:

(A) Management of sales and marketing activities.

(B) Procurement of funds and their effective utilization.

(C) Human resource planning.

(D) Managing day-to-day operations only.

Q29. Which of the following factors would lead to a higher working capital requirement
for a business?

(A) Short operating cycle
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(B) High credit sales

(C) Smooth production process

(D) Availability of raw materials on credit

Q30. A company operating at a large scale of operations and using automated
machinery would generally require a significant amount of:

(A) Working Capital

(B) Fixed Capital

(C) Current Liabilities

(D) Retained Earnings

Q31. Which factor would generally favor a higher dividend payout ratio for a company?

(A) Poor future growth opportunities

(B) Need for funds for expansion

(C) Unstable earnings

(D) High flotation costs for new equity

Q32. What is the main objective of financial planning?

(A) To ensure that the company has sufficient funds at all times.

(B) To minimize the cost of capital.

(C) To ensure smooth and sufficient availability of funds and proper utilization.

(D) To maximize the returns for shareholders.

Q33. A ’Certificate of Deposit’ is a money market instrument issued by:

(A) The Reserve Bank of India (RBI)

(B) Large and creditworthy companies

(C) Commercial banks and development financial institutions

(D) Government agencies
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Q34. Which of the following is a characteristic of the money market?

(A) Deals in long-term funds

(B) Has high liquidity

(C) Deals in secured instruments only

(D) Does not involve commercial banks

Q35. The process of converting physical share certificates into electronic form is
known as:

(A) Dematerialization

(B) Rematerialization

(C) Trading

(D) Settlement

Q36. SEBI’s function to conduct investor education programs and promote fair
practices in the securities market falls under its:

(A) Regulatory function

(B) Protective function

(C) Developmental function

(D) Investigative function

Q37. What is the primary role of a ’Depository’ in the Indian financial market?

(A) To provide short-term loans to companies.

(B) To hold securities in electronic form on behalf of investors.

(C) To regulate the stock exchanges.

(D) To act as an intermediary between buyers and sellers.

Q38. Which of the following is an advantage for a company getting its securities listed
on a stock exchange?

(A) Increased administrative burden.
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(B) Reduced visibility in the market.

(C) Enhanced liquidity and marketability of shares.

(D) Higher cost of capital.

Q39. Which element of the marketing mix is concerned with the physical movement
of goods from the producer to the consumers?

(A) Product

(B) Price

(C) Place (Physical Distribution)

(D) Promotion

Q40. Which marketing philosophy emphasizes social welfare along with customer
satisfaction and organizational profits?

(A) Production Concept

(B) Product Concept

(C) Selling Concept

(D) Societal Marketing Concept

Q41. The act of giving a name, term, sign, symbol, or design, or a combination of
these, to identify the goods or services of one seller and differentiate them from
those of competitors is called:

(A) Packaging

(B) Labeling

(C) Branding

(D) Grading

Q42. A company places a sticker on its product packaging that indicates "Best Before 6
Months from Manufacturing." This is an example of which marketing function?

(A) Branding

(B) Packaging
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(C) Labeling

(D) Standardization

Q43. Which of the following is a sales promotion tool aimed at encouraging immediate
purchase by offering a temporary reduction in price?

(A) Public Relations

(B) Advertising

(C) Rebate

(D) Personal Selling

Q44. Choosing between television, radio, newspapers, or social media for conveying
an advertisement message is a decision related to:

(A) Advertising Budget

(B) Advertising Copy

(C) Media Selection

(D) Public Relations

Q45. Which pricing method involves adding a standard mark-up to the cost of the
product?

(A) Value-based pricing

(B) Cost-plus pricing

(C) Competition-based pricing

(D) Demand-based pricing

Q46. Which of the following is *not* a function of marketing?

(A) Gathering and analysing market information

(B) Product designing and development

(C) Recruitment and selection

(D) Standardisation and grading
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Q47. During the ’Introduction Stage’ of the Product Life Cycle, a company typically
focuses on:

(A) Maximizing profits.

(B) Creating product awareness and trial.

(C) Defending market share.

(D) Reducing product features.

Q48. A manufacturer providing information about the safe usage and potential hazards
of its product on the packaging is fulfilling which consumer right?

(A) Right to choose

(B) Right to be informed

(C) Right to be heard

(D) Right to seek redressal

Q49. Under the Consumer Protection Act 2019, if a consumer files a complaint for
compensation amounting to | 1.5 Crore, they should approach the:

(A) District Commission

(B) State Commission

(C) National Commission

(D) Civil Court

Q50. If a consumer court orders a manufacturer to withdraw hazardous goods from
the market, this is an example of which remedy?

(A) Refund of price paid

(B) Payment of compensation

(C) Discontinuing unfair trade practice

(D) Removal of deficiency in service
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Detailed Solutions

Q1.

Solution
Concept: Understanding the multi-dimensional nature of management, as described by modern
management theories.

Solution: Management is often regarded as a multi-dimensional activity because it involves
three primary dimensions that need to be managed effectively for an organization to achieve its goals:

1. Management of Work: Every organization exists to perform some work or achieve specific tasks
and objectives. Management ensures that this work is defined, assigned, and executed efficiently.
For example, in a manufacturing company, management ensures production targets are met; in a
hospital, it ensures patient care is effective.

2. Management of People: People are the most valuable asset in any organization. Management
deals with managing employees both as individuals with diverse needs and as a group. This
involves aspects like motivation, leadership, conflict resolution, and teamwork to ensure
harmonious and productive efforts towards organizational goals.

3. Management of Operations: This dimension integrates the management of work and people.
It refers to the processes involved in transforming inputs (raw materials, technology, human
resources) into desired outputs (products or services). Management of operations ensures that the
entire production or service delivery process is streamlined, efficient, and effective.

Therefore, the most comprehensive answer is that management involves the management of work,
people, and operations.

Final Answer : Work, People, and Operations

Answer: (C)
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Q2.

Solution
Concept: Key characteristics that define the nature of management.

Solution: Management possesses several distinguishing characteristics: Management is a
goal-oriented process: It aims at achieving pre-determined organizational objectives.

Management is a continuous process: It is an ongoing activity involving planning, organizing,
staffing, directing, and controlling.

Management is a group activity: It involves the coordinated efforts of a group of people to achieve
common goals.

Management is all-pervasive: This characteristic implies that management is a universal
phenomenon. It is required in all types of organizations—be it economic (like a business firm),
social (like a school or hospital), or political (like a government agency). Furthermore, it is
needed at all levels within an organization (top, middle, and lower) and in all functional areas
(production, finance, marketing, human resources). The principles and techniques of management
are applicable universally, though their specific application might vary.

Therefore, the characteristic that management applies to all types of organizations is "Management
is all-pervasive."

Final Answer : Management is all-pervasive.

Answer: (B)
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Q3.

Solution
Concept: Henri Fayol’s 14 Principles of Management.

Solution: Henri Fayol’s principle of ’Initiative’ emphasizes the importance of encouraging
employees to take the first step and show self-motivation in developing and executing plans.
Fayol believed that giving employees the freedom to conceive and carry out their own ideas
fosters creativity, boosts morale, and increases their commitment to the organization. He stated,
"Initiative is the power of thinking out and executing a plan." This principle suggests that managers
should provide a conducive environment where employees feel empowered to contribute beyond
their assigned duties and take proactive steps, even if it involves making minor errors, as long as it
contributes to learning and improvement.

Final Answer : Employees should be encouraged to take the first step with self-motivation.

Answer: (A)

Q4.

Solution
Concept: Henri Fayol’s 14 Principles of Management.

Solution: Fayol’s principle of ’Order’ states that "A place for everything and everything in its
place" and "A place for everyone and everyone in his place." This principle is crucial for efficient
operations and preventing chaos and confusion in an organization. It encompasses two types of
order:

1. Material Order: Ensuring that all physical resources (tools, equipment, raw materials) are
systematically arranged and easily accessible. This prevents wastage of time and resources
searching for items.

2. Social Order: Ensuring that the right person is in the right job, with clear reporting lines and
responsibilities. This avoids confusion over roles and authority, promotes accountability, and
ensures that human resources are optimally utilized.

By ensuring resources are well-organized and jobs are assigned systematically, the manager is
adhering to the principle of ’Order’.

Final Answer : Order

Answer: (B)
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Q5.

Solution
Concept: F.W. Taylor’s Techniques of Scientific Management.

Solution: Frederick Winslow Taylor, the father of Scientific Management, introduced the
’Differential Piece Wage System’ as a powerful motivational technique. This system aims to:

1. Differentiate between efficient and inefficient workers: Taylor observed that traditional wage
systems often paid all workers the same rate, irrespective of their productivity.

2. Reward efficient workers: Under this system, a standard task is established, and
two different wage rates are set. A higher wage rate is offered to workers who achieve or
exceed the standard output, while a lower wage rate is paid to those who produce below the standard.

The primary objective is to financially motivate efficient workers to maintain and increase
their high output levels, and simultaneously encourage less efficient workers to improve their
performance to earn the higher rate. This directly links remuneration to productivity, incentivizing
greater production.

Final Answer : Motivate efficient workers to produce more by paying higher wages.

Answer: (C)

16 | Collegedunia |

https://www.collegedunia.com


CUET UG Sample Paper Business Studies

Q6.

Solution
Concept: F.W. Taylor’s Techniques of Scientific Management.

Solution: F.W. Taylor proposed several techniques to apply scientific principles to management,
one of which is ’Method Study’.

Method Study: This technique aims to find the "one best way" to perform a job. It involves
a systematic analysis of all aspects of an operation, from the procurement of raw materials
to the delivery of the finished product. Managers examine every step, including plant layout,
product design, the sequence of operations, and the effective utilization of various factors like
raw materials, machinery, tools, and working conditions. The goal is to eliminate unnecessary
operations, reduce production costs, and maximize efficiency and customer satisfaction.

The other options relate to different studies:

Time Study: Determines the standard time required to perform a task.

Motion Study: Analyzes body movements to eliminate unnecessary motions.

Fatigue Study: Studies the duration and frequency of rest intervals to maintain worker efficiency.

Therefore, the analysis of the best way of performing a job considering various factors aligns with
Method Study.

Final Answer : Method Study

Answer: (C)
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Q7.

Solution
Concept: Features of the Business Environment.

Solution: The business environment comprises various forces and elements that can impact an
organization’s functioning. Several features characterize this environment:

Dynamic Nature: The business environment is constantly changing, with new technological
advancements, shifts in consumer preferences, and government policies.

Uncertainty: It is difficult to predict future environmental changes accurately, especially in rapidly
evolving sectors.

Inter-relatedness: This specific feature means that different elements of the business environment
are closely linked and influence each other. For example, a change in technology (technological
environment) can lead to changes in consumer preferences (social environment), which can then
impact production methods and demand for skilled labor (economic environment).

Relativity: The business environment differs from country to country and even region to region,
due to varied political conditions, legal frameworks, and cultural preferences.

Therefore, when various elements and forces of the environment are closely inter-related, it is
referred to as ’Inter-relatedness’.

Final Answer : Inter-relatedness

Answer: (C)
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Q8.

Solution
Concept: Dimensions of the Business Environment.

Solution: The business environment can be categorized into several dimensions:

Economic Environment: Includes factors like interest rates, inflation, GDP, disposable income,
and economic policies.

Social Environment: Comprises customs, traditions, values, social trends, lifestyle changes, and
ethical standards of society. It reflects how people live, what they value, and how their preferences
evolve.

Technological Environment: Pertains to scientific improvements and innovations, new ways of
producing goods and services, and new methods of operation.

Legal Environment: Includes laws passed by the government, administrative orders, court
judgments, and decisions of various commissions and agencies.

The growing awareness about health and fitness among consumers leading to an increased demand
for organic foods and gym memberships signifies a shift in lifestyle preferences, values, and social
trends. These changes directly fall under the purview of the Social Environment. This societal
shift creates new opportunities for businesses that cater to health and wellness.

Final Answer : Social Environment

Answer: (B)
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Q9.

Solution
Concept: The benefits and positive outcomes of effective planning in management.

Solution: Planning is a fundamental management function that involves setting objectives and
determining the course of action to achieve those objectives. Effective planning offers several
crucial outcomes:

Reduces uncertainty: By anticipating future events, planning helps managers prepare for changes
and uncertainties.

Facilitates decision-making: Planning provides a framework and direction, making it easier for
managers to make informed decisions.

Promotes innovation and creativity: The process of planning often involves exploring new ideas
and creative solutions to future challenges.

Provides a basis for controlling: This is one of the most significant outcomes. Planning establishes
the standards, objectives, and benchmarks against which actual performance is measured during
the controlling function. Without clear plans and goals, there would be no criteria to evaluate
whether the organization is progressing as desired, making the control process ineffective or
arbitrary. Thus, effective planning forms the foundation for effective control.

While planning can sometimes lead to rigidity if not done flexibly, or incur costs, these are
generally challenges or characteristics rather than defining positive outcomes of *effective*
planning in its primary role. Reducing creativity is also not a direct positive outcome.

Final Answer : Provides a basis for controlling

Answer: (C)
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Q10.

Solution
Concept: Understanding different types of plans, specifically standing plans like policies,
procedures, and rules.

Solution: In the context of planning, organizations use various types of plans to guide their
operations. Among these are standing plans, which are designed for recurring situations. Let’s
analyze the options:

Rule: A specific statement that tells what is to be done or not done in a given situation, with no
room for discretion. For example, "No smoking in the premises."

Procedure: A sequence of steps or actions to be followed in carrying out an activity. It outlines the
chronological order of performing routine tasks. For example, the steps to process an employee’s
leave application.

Policy: A general statement or understanding that provides broad guidelines for decision-making
in specific areas. Policies set boundaries within which managers can operate and make decisions,
allowing for some flexibility and discretion. In the given scenario, the company’s decision not to
sell goods on credit to customers below a certain credit threshold acts as a guiding principle for
all sales personnel. It directs their decision-making process regarding credit sales but doesn’t
prescribe a rigid step-by-step method (procedure) or an absolute prohibition without any judgment
(rule). It allows for judgment within the specified limit.

Program: A detailed statement about a single-use project, outlining objectives, policies,
procedures, rules, tasks, budgets, and human resources required.

Therefore, the company’s decision serves as a ’Policy’ because it provides a guiding principle for
credit sales decisions.

Final Answer : Policy

Answer: (C)
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Q11.

Solution
Concept: Understanding different types of plans, specifically single-use plans like budgets.

Solution: A ’Budget’ is a crucial planning tool with distinct characteristics:

A statement of expected results expressed in numerical terms: This is the defining characteristic of
a budget. Budgets quantify future goals and resource allocation, typically in financial terms (e.g.,
sales revenue, expenses, profits) but can also be in non-financial units (e.g., production units, labor
hours). For example, a cash budget details expected cash inflows and outflows, while a production
budget outlines the number of units to be manufactured. This numerical expression makes budgets
precise and measurable, serving both as a planning instrument (forecasting future activities) and a
control device (comparing actual performance against budgeted figures).

Let’s look at the other options:

A general statement guiding decision-making: This describes a ’Policy’.

A detailed statement about specific projects: This describes a ’Program’.

A sequence of steps to carry out an activity: This describes a ’Procedure’.

Hence, the most accurate description of a budget is a statement of expected results expressed in
numerical terms.

Final Answer : A statement of expected results expressed in numerical terms.

Answer: (C)
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Q12.

Solution
Concept: The sequential steps involved in the organizing process.

Solution: The organizing process is a systematic procedure to establish a structure of roles and
activities to achieve organizational goals. It typically involves the following steps:

1. Identification and Division of Work: The first step is to identify the total work to be done and
then divide it into smaller, manageable activities or tasks. This ensures that no important activity
is left out and there is no duplication of work.

2. Departmentalization: After dividing the work, the next step is to group similar and related
jobs into larger units or departments. This grouping can be based on various criteria such
as function (e.g., marketing, finance, production), product (e.g., electronics division, apparel
division), territory (e.g., North America operations, Asia-Pacific operations), or customers.
Departmentalization helps in achieving specialization, facilitating coordination within the
department, and improving managerial control.

3. Assignment of Duties: Once departments are formed, specific duties are assigned to individuals
within those departments. Each employee is given a specific job position that matches their skills
and qualifications.

4. Establishing Reporting Relationships: This step involves defining the hierarchical structure by
clarifying who reports to whom. It establishes the chain of command, specifying authority and
responsibility relationships.

Based on these steps, grouping similar and related jobs into larger units or departments corresponds
to Departmentalization.

Final Answer : Departmentalization

Answer: (B)
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Q13.

Solution
Concept: Different types of organizational structures and their suitability for various business
scenarios.

Solution: Organizational structure refers to the framework within which managerial and operating
tasks are performed. Different structures are suited for different types of businesses:

Functional Structure: This structure groups jobs on the basis of functions (e.g., production,
marketing, finance, human resources). It is efficient for organizations dealing with a single product
line or highly homogeneous products, as it promotes functional specialization and efficiency
within each function.

Divisional Structure: This structure is ideal for organizations that operate with multiple product
lines, serve diverse geographical regions, or cater to different customer segments.
Under a divisional structure, the organization is divided into separate, semi-autonomous divisions,
with each division responsible for a specific product, geographic area, or customer group. Each
division typically has its own functional departments (e.g., a ’Washing Machines’ division might
have its own production, marketing, and finance). This structure promotes product or geographical
specialization, allows for faster decision-making within each division, and makes it easier to assign
accountability for divisional performance.

Matrix Structure: A hybrid structure that combines elements of both functional and divisional
structures, often used in complex projects.

Network Structure: A more decentralized structure that relies heavily on outsourcing and strategic
alliances.

For multi-product or multi-geographical businesses where product specialization is desired, the
Divisional structure is the most appropriate choice.

Final Answer : Divisional structure

Answer: (B)
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Q14.

Solution
Concept: The distinction between formal and informal organizations.

Solution: Within any organization, two types of organizational structures typically coexist:

Formal Organization: This structure is deliberately created by management to achieve specific
organizational goals. It is characterized by clearly defined job positions, rules, procedures,
authority-responsibility relationships, and a hierarchical chain of command. Communication
flows through official channels.

Informal Organization: This type of organization emerges spontaneously and naturally from the
social interactions, personal relationships, friendships, and common interests among employees.
It is not consciously designed by management but arises from the human need for social contact,
affiliation, and mutual support. It lacks a defined structure, official rules, or pre-determined
communication channels. Examples include social groups that form during lunch breaks, sports
teams composed of colleagues, or networks of employees who informally share information
or help each other with work. These informal networks can significantly influence morale,
communication, and productivity, often complementing or sometimes even conflicting with the
formal structure. Centralized Organization: An organization where decision-making authority is
concentrated at the top management levels.

Decentralized Organization: An organization where decision-making authority is systematically
delegated to lower levels of management.

Therefore, the type of organization that arises spontaneously due to social interaction among
employees and is not deliberately created by management is the Informal Organization.

Final Answer : Informal Organization

Answer: (B)
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Q15.

Solution
Concept: The advantages and disadvantages of decentralization as an organizational philosophy.

Solution: Decentralization is a systematic delegation of authority where decision-making power
is spread across various levels of management throughout the organization. It contrasts with
centralization, where authority is concentrated at the top. Key benefits of decentralization include:

1. Reduced burden on top management: By empowering lower and middle management to make
decisions, top management is freed from routine operational tasks and can concentrate more on
strategic planning, policy formulation, and critical long-term issues. This allows for a more
efficient allocation of top management’s time and expertise.

2. Development of managerial talent: Decentralization provides subordinates with opportunities
to make decisions, exercise initiative, and take responsibility, thereby fostering their development
and grooming them for higher positions.

3. Faster decision-making: Decisions are made closer to the point of action and by those with
direct knowledge of the situation, leading to quicker responses to dynamic market conditions or
operational challenges.

4. Promotes initiative and creativity: Employees feel more empowered and motivated when they
have autonomy and involvement in decision-making, leading to increased job satisfaction and
innovative ideas.

5. Facilitates growth and diversification: Decentralized units can operate more independently and
adapt faster to local market demands, which aids in organizational growth and expansion into new
areas.

Conversely, increased need for supervision, slower decision-making, and limited scope for growth
are generally disadvantages of centralization or not characteristic of decentralization.

Thus, a primary benefit of decentralization is the reduced burden on top management.

Final Answer : Reduced burden on top management

Answer: (A)
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Q16.

Solution
Concept: The importance and objectives of the staffing function in management.

Solution: Staffing is a crucial management function that involves procuring, developing,
maintaining, and integrating the human resources of an organization. Its importance stems from
several key contributions:

It ensures competent personnel fill various positions: This is the primary and most significant
objective of staffing. It encompasses identifying the human resource requirements, recruiting
suitable candidates, selecting the best fit, placing them in appropriate jobs, training and
developing their skills, appraising their performance, and managing their compensation and
promotion. By effectively performing these activities, staffing ensures that the organization
has the right number of people, with the right qualifications, at the right places, and at the right time.

Optimum utilization of human resources: Staffing aims to make the best use of employees’ skills
and talents.

Helps in growth and survival: A competent and motivated workforce is essential for an
organization to adapt to changes, innovate, grow, and maintain a competitive edge.

Improved productivity: Matching skills with job requirements leads to higher individual and
organizational productivity.

Boosts employee morale: Fair and transparent staffing practices contribute to job satisfaction and
employee morale.

The other options are incorrect: staffing does not necessarily reduce the need for training (it often
identifies training needs), its primary focus is not solely cost minimization (though it contributes
to efficiency), and it applies to all levels of personnel, not just top-level executives.

Final Answer : It ensures competent personnel fill various positions.

Answer: (B)

27 | Collegedunia |

https://www.collegedunia.com


CUET UG Sample Paper Business Studies

Q17.

Solution
Concept: Advantages and disadvantages of external sources of recruitment.

Solution: External sources of recruitment involve inviting candidates from outside the organization
to fill vacant positions. While this approach provides access to a wider pool of talent and brings in
fresh ideas, it also has notable disadvantages:

May demoralize existing employees: This is a significant drawback. When an organization
frequently fills higher-level positions by recruiting externally, existing employees might feel
overlooked or that their loyalty and hard work are not being recognized. This can lead to decreased
morale, motivation, and a perception that there are limited opportunities for career advancement
within the company, potentially increasing employee turnover.

Provides a limited choice of candidates: This is incorrect. External sources typically provide a
wider choice of candidates compared to internal sources, as the talent pool is much larger.

Is less time-consuming: This is also incorrect. External recruitment is generally *more*
time-consuming and lengthy, involving advertising, extensive screening of numerous applications,
multiple interview rounds, and background checks.

Is generally less expensive: This is incorrect. External recruitment is usually *more* expensive
due to costs associated with advertising, fees paid to recruitment agencies, background checks,
and the administrative effort involved in managing a large applicant pool.

Therefore, the most accurate disadvantage listed is that external recruitment may demoralize
existing employees.

Final Answer : May demoralize existing employees.

Answer: (A)
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Q18.

Solution
Concept: Different types of selection tests used in the staffing process to assess candidates.

Solution: Selection tests are tools used to evaluate candidates’ suitability for a job. Each type
measures different aspects:

Personality Test: Measures traits like emotional maturity, temperament, reactions, and
inter-personal skills. It focuses on how a person behaves and interacts.

Trade Test: Measures the existing skills, knowledge, and proficiency of an individual in a specific
job or trade. It assesses what a person *can do* currently.

Intelligence Test: Measures an individual’s overall intellectual capacity, reasoning ability,
numerical aptitude, and verbal comprehension. While related to learning, it’s a broader measure
of general mental ability.

Aptitude Test: This test is specifically designed to measure an individual’s potential or capacity to
learn new skills and abilities required for a particular job. It predicts how well a candidate might
perform a job after training, rather than assessing their current skills. For example, a mechanical
aptitude test would assess potential to learn mechanical tasks.

Therefore, the test that measures an individual’s potential for learning new skills is an Aptitude Test.

Final Answer : Aptitude Test

Answer: (D)
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Q19.

Solution
Concept: Various methods of employee training, categorised as on-the-job and off-the-job training.

Solution: Employee training methods can be broadly classified as on-the-job (learning while
performing the actual job) and off-the-job (learning away from the actual workstation).

Apprenticeship Training: A method where a trainee works under the guidance of a skilled worker
(master craftsman) for a long period to learn a trade or craft. This is an on-the-job method.
Coaching: A superior guides and instructs a subordinate as a coach. This is an on-the-job method.

Vestibule Training: This is an off-the-job training method where a special training center or a
"vestibule" (a simulated environment) is set up away from the actual production floor. It is equipped
with the same or dummy models of the actual machinery and equipment used in the workplace.
Trainees learn under realistic working conditions without interfering with actual production, es-
pecially for complex or dangerous equipment. This perfectly matches the description in the question.

Internship Training: A joint program between educational institutions and business firms where
students gain practical experience by working in actual organizations. It combines theoretical
knowledge with practical application in a real work setting.

The scenario described, using a dummy model of complex equipment away from the actual
workplace, is a classic example of Vestibule Training.

Final Answer : Vestibule Training

Answer: (C)
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Q20.

Solution
Concept: The four key elements of the directing function of management.

Solution: Directing is a crucial managerial function that involves instructing, guiding,
communicating, and inspiring people in the organization to achieve its goals. It has four main
elements:

1. Supervision: Overseeing the work of subordinates, guiding them, and ensuring that they are
performing their tasks efficiently and effectively.

2. Motivation: Stimulating, inspiring, and energizing employees to perform their best through
various incentives and psychological techniques.

3. Leadership: This element involves the process of influencing the behavior of individuals and
groups towards the achievement of organizational goals. A leader guides, mentors, and directs
employees, inspiring them to exert effort willingly and enthusiastically. It is about shaping the
beliefs and actions of others.

4. Communication: The process of exchange of information, ideas, facts, feelings, and un-
derstanding between people. Effective communication is essential for all other elements of directing.

The description "leading, guiding, and influencing the behavior of employees towards the
achievement of organizational goals" most accurately defines Leadership.

Final Answer : Leadership

Answer: (C)
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Q21.

Solution
Concept: Abraham Maslow’s Hierarchy of Needs Theory of Motivation.

Solution: Maslow’s Hierarchy of Needs theory proposes that individuals are motivated by a set of
five basic needs arranged in a hierarchy:

1. Physiological Needs: Basic survival needs like food, water, shelter, and sleep. In a work context,
this relates to adequate wages for subsistence.

2. Safety Needs: Security and protection from physical and emotional harm. At work, this
includes job security, safe working conditions, and benefits.

3. Social Needs (Belongingness and Love Needs): Affection, belongingness, acceptance, and
friendship. This can be met through teamwork, friendly co-workers, and social activities.

4. Esteem Needs: Internal (self-respect, autonomy, achievement) and external (status, recognition,
attention). At work, this involves job title, recognition for achievements, and promotions.

5. Self-actualization Needs: The highest level need, which involves realizing one’s full
potential, personal growth, self-fulfillment, and becoming everything one is capable of becoming.
Opportunities for creativity, challenging work, skill development, and personal growth di-
rectly address this need, allowing individuals to use their unique talents and capabilities to the fullest.

Therefore, providing opportunities for creativity, challenge, and personal growth helps satisfy
employees’ Self-actualization Needs.

Final Answer : Self-actualization Needs

Answer: (C)
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Q22.

Solution
Concept: Douglas McGregor’s Theory X and Theory Y of human motivation and management.

Solution: Douglas McGregor proposed two contrasting theories about human motivation in the
workplace:

Theory X: This theory assumes that employees are inherently lazy, dislike work, lack ambition,
avoid responsibility, and prefer to be directed. Therefore, managers adopting Theory X use a more
autocratic style, emphasizing control, coercion, and punishment to motivate workers.

Theory Y: This theory offers a more positive and optimistic view of employees. It assumes that
individuals are naturally motivated, enjoy work, are self-directed, creative, seek responsibility, and
can exercise self-control. Managers who believe in Theory Y create a supportive, empowering,
and participative environment where employees are given autonomy, opportunities for growth,
and are encouraged to take initiative. This approach fosters innovation and leverages employees’
inherent desire to contribute.

Maslow’s Hierarchy Theory: Explains motivation based on a hierarchy of human needs.

Herzberg’s Two-Factor Theory: Identifies hygiene factors (prevent dissatisfaction) and motivators
(create satisfaction).

The description in the question, highlighting employees as self-directed, creative, and seekers of
responsibility, and the manager’s role in fostering these qualities, perfectly aligns with Theory Y.

Final Answer : Theory Y

Answer: (B)
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Q23.

Solution
Concept: Different styles of leadership based on how authority is exercised and decisions are made.

Solution: Leadership style refers to a leader’s characteristic approach to providing direction,
implementing plans, and motivating people.

Autocratic Leadership Style: In this style, the leader makes all decisions unilaterally without
consulting subordinates. They centralize authority and expect strict obedience.

Democratic (Participative) Leadership Style: A democratic leader involves subordinates in the
decision-making process. They consult with their team members, solicit their opinions, and
consider their input before making a final decision. This style fosters a sense of involvement,
ownership, and morale among employees. The leader still makes the final decision but values
team contributions.

Laissez-faire (Free-rein) Leadership Style: This style gives complete freedom to subordinates to
make decisions and determine their own course of action. The leader provides minimal guidance
and delegates almost all authority.

Charismatic Leadership Style: A leader with charisma inspires followers through their personality,
vision, and extraordinary qualities. It describes a characteristic of the leader rather than their
approach to decision-making involvement with subordinates.

A leader who involves subordinates in decision-making and values their input is characteristic of a
Democratic leadership style.

Final Answer : Democratic leadership style

Answer: (B)
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Q24.

Solution
Concept: Formal communication channels and their direction of flow in an organization.

Solution: Formal communication in an organization follows official channels and can flow in
different directions:

Downward Communication: Information flows from a superior to a subordinate (e.g., manager
giving instructions to an employee, company policy announcements).

Upward Communication: Information flows from a subordinate to their immediate superior or
higher levels (e.g., employee suggestions, reports from frontline workers, grievances). This allows
managers to gauge employee morale, understand operational issues, and gather feedback.

Horizontal Communication (Lateral Communication): Communication between individuals at the
same hierarchical level but possibly in different departments (e.g., a marketing manager discussing
a project with a production manager).

Diagonal Communication: Communication between individuals at different levels and in different
departments, without following the strict hierarchy (e.g., a production supervisor talking directly
to the marketing manager about a product design issue, bypassing their respective immediate
superiors, often happens in project-based organizations).

When information flows from a subordinate to their immediate superior, it is known as Upward
communication.

Final Answer : Upward communication

Answer: (B)
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Q25.

Solution
Concept: Barriers to effective communication in an organizational context.

Solution: Barriers to communication can hinder the effective transmission and understanding of
messages. They are broadly categorized:

Psychological Barriers: Relate to the emotional or mental state of the sender or receiver (e.g.,
inattention, selective perception, premature evaluation, distrust).

Semantic Barriers: These arise from problems with encoding and decoding messages, primarily
due to language. This includes using ambiguous words, technical jargon that the receiver
doesn’t understand, faulty translations, unclear assumptions, or poor expression. When a
manager uses complex technical jargon to a non-technical team, the audience cannot decode
the message effectively, leading to misunderstanding. This is a classic example of a semantic barrier.

Organizational Barriers: Relate to the organizational structure, rules, regulations, hierarchical
distance, or complex channels (e.g., too many levels of management).

Personal Barriers: Related to the personal attributes of the sender or receiver, such as fear of
authority, unwillingness to communicate, lack of confidence in the superior, or lack of proper
incentives.

The use of "complex technical jargon during a presentation to a team of non-technical staff"
causing misunderstanding is a direct instance of a Semantic barrier.

Final Answer : Semantic barrier

Answer: (B)
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Q26.

Solution
Concept: Understanding the primary objectives and roles of the controlling function in
management.

Solution: Controlling is a vital management function that ensures that organizational activities
are performed as planned and that resources are used efficiently and effectively to achieve desired
goals. Its primary objectives include:

1. Ensuring achievement of organizational goals: By comparing actual performance with
established standards and taking corrective actions, controlling helps in directing activities towards
the attainment of organizational goals.

2. Judging accuracy of standards: Control provides information for reviewing and revising the
standards, thus helping in setting more realistic and accurate standards in the future.

3. Making efficient use of resources: Controlling ensures that resources are utilized optimally,
minimizing wastage and maximizing productivity.

4. Improving employee motivation: Effective control systems, through performance appraisal and
feedback, can motivate employees to improve their performance.

5. Facilitating coordination in action: By monitoring performance across different departments
and ensuring adherence to plans, control helps to synchronize efforts and facilitate coordination.

6. Ensuring order and discipline: Controlling helps to maintain order and discipline within the
organization by setting clear expectations and consequences for deviations.

"Reducing the workload of top management" is not a primary objective of controlling. While
proper delegation (an organizing function) might reduce the *operational* workload of top
management, the controlling function itself involves significant oversight and strategic monitoring
by top management to ensure the organization stays on track. Implementing and maintaining con-
trol systems adds to the managerial responsibility, even if it leads to overall organizational efficiency.

Final Answer : Reducing the workload of top management.

Answer: (C)
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Q27.

Solution
Concept: Principles of effective controlling, specifically ’critical point control’ and ’management
by exception’.

Solution: Effective controlling does not imply that every single activity in an organization
needs to be monitored and controlled exhaustively. Such an approach would be impractical,
time-consuming, and resource-intensive. Instead, management should focus its control efforts
where they are most needed and most impactful. This idea is encapsulated in two related
principles:

1. Critical Point Control: This principle emphasizes that managers should identify and focus on a
few key result areas or "critical points" where deviations from standards are most likely to occur
or where deviations will have the most significant negative impact on the organization’s goals.
These critical points can be specific performance indicators, key tasks, or strategic objectives. For
example, controlling inventory levels of critical raw materials, or monitoring customer satisfaction
scores, might be critical points.

2. Management by Exception: This principle complements critical point control. It suggests that
managers should only intervene and take corrective action when actual performance deviates
significantly from the planned standards. Minor or insignificant deviations should be ignored,
allowing managers to conserve their time and energy for more important issues.

Therefore, the principle of ’critical point control’ emphasizes that control should be exercised at
critical points where deviations are likely to occur and have a substantial impact, rather than trying
to control every minor detail.

Final Answer : Control should be exercised at critical points where deviations are likely to
occur.

Answer: (B)
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Q28.

Solution
Concept: Defining the scope and core concerns of Financial Management.

Solution: Financial management is a specialized area of management concerned with the efficient
and effective management of money (funds). Its core activities revolve around three main decisions:

1. Investment Decisions: How the firm’s funds are invested in different assets (fixed assets and
current assets). This involves capital budgeting and working capital management.

2. Financing Decisions: How the funds required for investment are raised from different sources
(equity, debt, retained earnings). This involves determining the optimal capital structure.

3. Dividend Decisions: How the profits earned by the firm are distributed to shareholders (as
dividends) or retained in the business for reinvestment.

Therefore, financial management is fundamentally concerned with the procurement of funds
(how money is raised) and their effective utilization (how money is invested and managed
to maximize value) within an organization. It aims to ensure that the organization has the
necessary funds at the right time and at the lowest possible cost, and that these funds are
used in a way that generates the highest possible returns, ultimately maximizing shareholder wealth.

Final Answer : Procurement of funds and their effective utilization.

Answer: (B)
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Q29.

Solution
Concept: Factors influencing the working capital requirements of a business.

Solution: Working capital refers to the funds required for the day-to-day operations of a business
(current assets minus current liabilities). The requirement for working capital is influenced by
several factors:

Operating Cycle: A longer operating cycle (the time it takes to convert raw materials into cash
from sales) means funds are tied up for a longer duration, thus requiring *more* working capital.
A short operating cycle would *reduce* the need.

Scale of Operations: Larger businesses generally require more working capital due to higher
inventory levels, more debtors, and larger operational expenses.

Nature of Business: Manufacturing concerns generally require more working capital than trading
concerns.

Seasonal Factors: Businesses with seasonal demand may require higher working capital during
peak seasons.

Production Cycle: A longer production cycle necessitates holding more work-in-progress
inventory, increasing working capital needs.

Credit Allowed: If a company sells goods on credit (high credit sales), its money remains tied up
in accounts receivable for the credit period. This delays the inflow of cash and increases the need
for working capital to meet ongoing expenses.

Credit Availed: If a company receives raw materials or supplies on credit, it effectively delays its
cash outflows, thereby *reducing* its working capital requirement.

Growth Prospects: Growing companies often need more working capital to support increased
sales and operations.

Level of Competition: Higher competition might necessitate offering more liberal credit terms,
thus increasing working capital needs.

Based on these factors, high credit sales would lead to a higher working capital requirement
because cash is tied up in accounts receivable for an extended period.

Final Answer : High credit sales

Answer: (B)
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Q30.

Solution
Concept: Distinction between fixed capital and working capital and their determinants.

Solution: The capital requirements of a business are broadly categorized into fixed capital and
working capital:

Fixed Capital: This refers to the funds required for acquiring fixed assets, which are long-term
assets used for production or operation over an extended period. Examples include land, buildings,
plant, machinery, equipment, and furniture. A company operating at a large scale often requires
substantial investment in infrastructure, and the use of automated machinery specifically indicates
a high investment in advanced, often expensive, fixed assets. Therefore, a significant amount of
funds will be allocated to fixed capital.

Working Capital: This refers to the funds required for the day-to-day operations of a
business, such as purchasing raw materials, paying wages and salaries, and covering other
operating expenses. While large-scale operations also imply a need for working capital, the spe-
cific mention of "automated machinery" directly points to long-term investment in productive assets.

Current Liabilities: These are short-term financial obligations (e.g., creditors, bills payable) and
are sources of working capital, not a capital requirement for assets.

Retained Earnings: These are profits reinvested in the business, a source of funds (often for fixed
capital), not the capital requirement itself.

Given the context of "large scale of operations" and "automated machinery," the primary and
significant capital requirement would be Fixed Capital.

Final Answer : Fixed Capital

Answer: (B)
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Q31.

Solution
Concept: Factors influencing a company’s dividend decision and dividend payout ratio.

Solution: A company’s dividend payout ratio is the proportion of its earnings that it distributes to
its shareholders as dividends. The decision to pay dividends (and how much) is influenced by
various factors:

Earnings Stability: Companies with stable and high earnings can afford to pay higher and more
regular dividends. Unstable earnings might favor a lower or more conservative payout.

Growth Opportunities (Need for funds for expansion): If a company has many profitable investment
opportunities (growth prospects) for reinvesting its earnings to fuel future growth, it will likely
retain a larger portion of its earnings (lower payout ratio). Conversely, if the company has poor
future growth opportunities, it has fewer avenues to profitably reinvest its earnings internally. In
such a scenario, it is generally better to distribute a larger proportion of profits as dividends to share-
holders, allowing them to invest those funds elsewhere. This favors a *higher* dividend payout ratio.

Cash Flow Position: Dividends are paid in cash, so the company must have sufficient cash flow.

Shareholder Preference: Some shareholders prefer regular income (high dividends), while others
prefer capital gains (low dividends, high reinvestment).

Taxation Policy: Tax laws on dividends and capital gains can influence payout ratios.

Access to Capital Markets (Flotation Costs): If raising external capital (like issuing new equity)
is expensive due to high flotation costs, the company might prefer to retain more earnings for
internal funding (lower payout ratio).

Therefore, poor future growth opportunities would generally favor a higher dividend payout ratio
as there are fewer profitable internal investment options.

Final Answer : Poor future growth opportunities

Answer: (A)
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Q32.

Solution
Concept: The core objectives and significance of financial planning.

Solution: Financial planning is the process of estimating the financial requirements of an organi-
zation and ensuring the availability of funds. It involves deciding in advance how much to spend,
on what, and how to raise that money. The main objectives of financial planning are comprehensive:

1. To ensure availability of funds whenever required: This means assessing both the quantum
(how much) and timing (when) of funds needed for various activities, including fixed capital,
working capital, and operational expenses. It prevents a shortage of funds.

2. To ensure funds are not raised unnecessarily: This prevents idle funds, which can be costly and
reduce profitability. It involves prudent estimation to avoid over-investment.

3. To ensure proper and optimal utilization of funds: Financial planning guides how the procured
funds will be allocated and invested across different projects and assets to maximize returns and
achieve the organization’s financial goals efficiently.

Combining these points, the main objective is to ensure the smooth and sufficient availability
of funds and their proper utilization. While maximizing shareholder returns (option D) is the
ultimate goal of financial management, financial planning specifically focuses on the operational
aspect of ensuring adequate funds and their efficient deployment to support that broader objective.
Minimizing the cost of capital (option B) is a specific goal within financing decisions, not the
entire scope of financial planning. Ensuring sufficient funds at all times (option A) is part of the
objective but lacks the crucial aspect of proper utilization.

Final Answer : To ensure smooth and sufficient availability of funds and proper utilization.

Answer: (C)
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Q33.

Solution
Concept: Understanding different money market instruments and their issuers.

Solution: The money market is a market for short-term funds and deals with financial assets that
have a maturity period of up to one year. Various instruments are traded in this market:

Treasury Bills (T-Bills): Issued by the Reserve Bank of India (RBI) on behalf of the Government
of India to meet its short-term funding requirements.

Commercial Paper (CP): Issued by large and creditworthy companies to raise short-term funds for
working capital. It is an unsecured promissory note.

Call Money: Short-term finance repayable on demand, primarily used by banks to maintain their
Cash Reserve Ratio (CRR).

Certificate of Deposit (CD): A short-term, negotiable, bearer instrument issued by com-
mercial banks and development financial institutions (DFIs) to raise funds from the market.
They are issued against funds deposited with them for a specified period (typically 7 days
to 1 year). CDs can be sold in the secondary market before maturity, offering liquidity to the investor.

Commercial Bill: Used to finance the working capital needs of businesses, typically related to
trade transactions.

Therefore, a ’Certificate of Deposit’ is a money market instrument issued by Commercial banks
and development financial institutions.

Final Answer : Commercial banks and development financial institutions

Answer: (C)

44 | Collegedunia |

https://www.collegedunia.com


CUET UG Sample Paper Business Studies

Q34.

Solution
Concept: Key characteristics distinguishing the money market from other financial markets.

Solution: The money market is an important segment of the financial market that deals with
short-term funds. It has several distinct characteristics:

Deals in short-term funds: The money market is exclusively for short-term financial instruments,
typically with a maturity period of less than one year (e.g., Treasury Bills, Commercial Paper,
Certificates of Deposit, Call Money). This contrasts with the capital market, which deals in
long-term funds.

Has high liquidity: Money market instruments are generally highly liquid. This means they can
be easily converted into cash quickly and with minimal loss, making them ideal for managing
short-term cash surpluses and deficits for businesses and financial institutions.

Low risk: Due to their short maturity period and often the creditworthiness of the issuers, money
market instruments generally carry a low risk of default.

No specific physical location: The money market is an over-the-counter market, operating through
phone and internet between participants.

Involves major participants: Commercial banks, the Reserve Bank of India, financial institutions,
mutual funds, and large corporations are active participants. Commercial banks are crucial players,
borrowing and lending in the call money market and issuing CDs.

May deal in both secured and unsecured instruments: While some instruments like Treasury Bills
are sovereign-backed (secured), Commercial Paper is typically unsecured.

Based on these characteristics, the most accurate statement is that the money market has high
liquidity.

Final Answer : Has high liquidity

Answer: (B)
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Q35.

Solution
Concept: Understanding the process of dematerialization in the securities market.

Solution: In the securities market, several processes facilitate the electronic holding and transfer
of shares:

Dematerialization (Demat): This is the process by which physical share certificates held by an
investor are converted into an equivalent number of securities in electronic form and held in an
electronic account (Demat account) with a Depository Participant (DP). This eliminates the risks
associated with physical certificates (theft, forgery, mutilation) and makes trading and transfer of
securities much faster and safer.

Rematerialization: This is the reverse process of dematerialization, where electronic securities are
converted back into physical share certificates.

Trading: This refers to the actual buying and selling of securities on a stock exchange. Settlement:
This is the process of concluding a trade, involving the transfer of securities to the buyer’s account
and the transfer of funds to the seller’s account.

Therefore, the process of converting physical share certificates into electronic form is known as
Dematerialization.

Final Answer : Dematerialization

Answer: (A)
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Q36.

Solution
Concept: The functions performed by the Securities and Exchange Board of India (SEBI).

Solution: The Securities and Exchange Board of India (SEBI) is the regulatory body for the
securities market in India. Its functions are broadly classified into three categories:

1. Regulatory Functions: These functions are performed to regulate the business in stock
exchanges and the securities market. Examples include registering brokers, sub-brokers, and other
intermediaries; regulating mutual funds; and specifying the rules for insider trading.

2. Protective Functions: These functions are performed to protect the interests of investors and
other participants in the securities market. Examples include prohibiting fraudulent and unfair
trade practices, preventing insider trading, and undertaking steps for investor protection.

3. Developmental Functions: These functions are aimed at developing the securities market and im-
proving its efficiency. This includes conducting research, promoting self-regulatory organizations,
training intermediaries, and conducting investor education programs. Investor education is crucial
for empowering investors, making them aware of their rights and responsibilities, and promoting
informed decision-making, thereby ensuring the overall development and health of the mar-
ket. Promoting fair practices also aligns with creating a healthy and developing market environment.

4. Investigative Function: While SEBI does investigate malpractices, this is generally considered
part of its regulatory and protective functions rather than a separate broad category.

Thus, SEBI’s function to conduct investor education programs and promote fair practices in the
securities market falls under its Developmental function.

Final Answer : Developmental function

Answer: (C)
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Q37.

Solution
Concept: The role of Depositories in the electronic trading system of the securities market.

Solution: In the modern securities market, physical share certificates have largely been replaced
by electronic holdings. A ’Depository’ plays a crucial role in this system:

To hold securities in electronic form on behalf of investors: This is the primary role of a depository.
Just like a bank holds money in an account, a depository holds securities (shares, debentures,
bonds, mutual fund units, etc.) in electronic form in investors’ Demat accounts.
When an investor buys securities, they are credited to their Demat account by the depository, and
when they sell, they are debited. In India, there are two main depositories: National Securities
Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). The other
options describe different roles:

To provide short-term loans to companies: This is typically done by commercial banks or money
market instruments.

To regulate the stock exchanges: This is the role of SEBI.

To act as an intermediary between buyers and sellers: This is the role of brokers.

Therefore, the main objective of a ’Depository’ is to hold securities in electronic form on behalf of
investors.

Final Answer : To hold securities in electronic form on behalf of investors.

Answer: (B)
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Q38.

Solution
Concept: The advantages and disadvantages of getting securities listed on a stock exchange.

Solution: Listing a company’s securities on a stock exchange means that its shares can be publicly
traded. This offers several advantages as well as some obligations:

Enhanced liquidity and marketability of shares: This is a major advantage. Listing provides
a ready and continuous market for the company’s shares. Investors can easily buy and sell
shares, converting them into cash whenever needed. This liquidity makes the shares more
attractive to investors, which can ultimately help the company raise capital more easily in the future.

Increased administrative burden: Listing involves complying with various regulations, reporting
requirements, and disclosures set by the stock exchange and regulatory bodies (like SEBI), which
indeed adds to the administrative burden. So, this is a disadvantage.

Reduced visibility in the market: This is incorrect. Listing significantly increases a company’s
visibility and prestige among investors, the public, and financial institutions.

Higher cost of capital: While there are costs associated with listing (listing fees, compliance
costs), the enhanced liquidity and visibility often lead to a lower cost of capital in the long run, as
investors are willing to pay a higher price for liquid and transparent shares. Thus, this is generally
not a disadvantage in the long term for a well-performing company.

Therefore, an advantage for a company getting its securities listed on a stock exchange is enhanced
liquidity and marketability of shares.

Final Answer : Enhanced liquidity and marketability of shares.

Answer: (C)
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Q39.

Solution
Concept: The four elements (4 Ps) of the Marketing Mix.

Solution: The marketing mix refers to the set of marketing tools that a firm uses to pursue its
marketing objectives in the target market. These are commonly known as the four Ps:

Product: Deals with the goods or services offered, including their features, quality, design,
branding, and packaging.

Price: Refers to the amount customers pay for the product or service, including pricing strategies,
discounts, and payment terms.

Place (Physical Distribution): This element is concerned with making the products and services
available to consumers at the right place, at the right time, and in the right quantity. It
involves activities like channels of distribution (wholesalers, retailers), logistics (transportation,
warehousing, inventory management), and ensuring efficient physical movement and availability
of goods from the point of production to the final consumers.

Promotion: Involves communicating with customers to inform, persuade, and remind them about
the product or organization. This includes advertising, personal selling, sales promotion, and
public relations.

Therefore, the element of the marketing mix concerned with the physical movement of goods from
the producer to the consumers is Place (Physical Distribution).

Final Answer : Place (Physical Distribution)

Answer: (C)
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Q40.

Solution
Concept: Evolution of Marketing Management Philosophies.

Solution: Different marketing management philosophies guide organizations in their approach to
the market: Production Concept: Focuses on achieving high production efficiency, low costs,
and mass distribution. It assumes consumers will favor products that are widely available and
inexpensive.

Product Concept: Focuses on making superior products and improving them over time, assuming
consumers will favor products offering the most quality, performance, and innovative features.

Selling Concept: Focuses on aggressive selling and promotional efforts, assuming that consumers
will not buy enough of the firm’s products unless they are convinced to do so. It is often used for
unsought goods.

Societal Marketing Concept: This is the most evolved concept. It holds that an organization should
identify the needs, wants, and interests of target markets and deliver the desired satisfactions more
effectively and efficiently than competitors, in a way that preserves or enhances the consumer’s
and society’s well-being. This concept balances three considerations: customer satisfaction,
organizational profits, and social welfare (environmental protection, ethical production, community
well-being).

Therefore, the marketing philosophy that emphasizes social welfare along with customer
satisfaction and organizational profits is the Societal Marketing Concept.

Final Answer : Societal Marketing Concept

Answer: (D)
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Q41.

Solution
Concept: Key elements of product marketing, including branding, packaging, labeling, and
grading.

Solution: To distinguish their offerings in the market, companies engage in various activities:

Packaging: Refers to the act of designing and producing the container or wrapper for a product.
It serves to protect the product, facilitate its handling, and act as a promotional tool.

Labeling: Refers to the display of information about the product on its package, such as ingredients,
usage instructions, manufacturing date, and expiry date.

Branding: This is the process of giving a name, term, sign, symbol, design, or a com-
bination of these, to identify the goods or services of one seller or group of sellers and
differentiate them from those of competitors. A brand helps build identity, recognition, and
loyalty among consumers. For example, "Nike" is a brand name, and its "swoosh" is a brand symbol.

Grading: Refers to the process of classifying products into different groups based on certain
quality specifications, size, or other characteristics. It helps in standardizing product quality.

The act of giving a name, term, sign, symbol, or design, or a combination of these, to identify the
goods or services of one seller and differentiate them from those of competitors is called Branding.

Final Answer : Branding

Answer: (C)
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Q42.

Solution
Concept: The functions of labeling in marketing.

Solution: Labeling is a crucial part of a product’s packaging and marketing strategy. A label
carries information about the product and the producer. Its functions include:

Providing information: Labels convey essential details like ingredients, nutritional information,
usage instructions, warnings, manufacturing date, expiry date, etc.

Identifying the product or brand: Though branding gives the product its identity, the label on the
package typically displays the brand name and logo.

Grading the product: Labels can indicate the grade or quality level of the product.

Helping in promotion: Attractive labels can draw attention and promote the product.

Providing statutory warnings: Labels are used to display legal requirements like "Smoking is
injurious to health."

In the given scenario, placing a sticker that indicates "Best Before 6 Months from Manufacturing"
is a clear example of Labeling, as it provides crucial information about the product’s shelf life and
usage timeframe to the consumer.

Final Answer : Labeling

Answer: (C)
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Q43.

Solution
Concept: Different elements of the promotion mix, specifically sales promotion tools.

Solution: The promotion mix consists of various tools used to communicate with target customers
and persuade them to buy. These include advertising, personal selling, sales promotion, and public
relations.

Public Relations: Involves building good relations with the company’s various publics by obtaining
favorable publicity, building a good corporate image, and handling or heading off unfavorable
rumors, stories, and events.

Advertising: Any paid form of non-personal presentation and promotion of ideas, goods, or
services by an identified sponsor.

Personal Selling: Personal presentation by the firm’s sales force for the purpose of making sales
and building customer relationships.

Sales Promotion: Short-term incentives to encourage the purchase or sale of a product or service.
These are designed to stimulate immediate sales.

Rebate: An offer of a partial refund or return of money for a product after purchase. This is a
common sales promotion tool used to encourage immediate purchase by offering a temporary
reduction in the effective price to the consumer. For example, "Get | 500 back on purchase."

Other sales promotion tools include discounts, coupons, contests, samples, premiums, quantity
gifts, etc.

Therefore, a sales promotion tool aimed at encouraging immediate purchase by offering a
temporary reduction in price (or a refund) is a Rebate.

Final Answer : Rebate

Answer: (C)
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Q44.

Solution
Concept: Decisions involved in developing an effective advertising program.

Solution: When a company plans an advertising campaign, several key decisions need to be made:

Advertising Budget: This relates to how much money will be spent on advertising.

Advertising Copy: This refers to the actual message content, headline, text, and visuals used in the
advertisement.

Media Selection: This is the process of choosing the most appropriate channels or platforms to
deliver the advertising message to the target audience. Options like television, radio, newspapers,
magazines, social media, billboards, etc., are all different media. The choice depends on factors
like target audience demographics, budget, message complexity, and media reach.

Public Relations: This is a separate promotion tool focused on managing the spread of information
between an individual or organization and the public, distinct from paid advertising media choices.

Therefore, choosing between television, radio, newspapers, or social media for conveying an
advertisement message is a decision related to Media Selection.

Final Answer : Media Selection

Answer: (C)
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Q45.

Solution
Concept: Various methods used by businesses to set the price of their products.

Solution: Pricing methods refer to the strategies and techniques companies use to determine the
selling price of their products or services.

Value-based pricing: Sets prices primarily on the perceived or estimated value to the customer
rather than on the cost of the product.

Cost-plus pricing (Markup pricing): This is one of the simplest pricing methods. It involves
calculating the total cost of producing a product (including both fixed and variable costs) and then
adding a standard percentage or a fixed amount as a mark-up to arrive at the selling price.
The mark-up represents the desired profit margin. For example, if a product costs | 100 to produce
and the company desires a 20% mark-up, the selling price would be | 120.

Competition-based pricing: Prices are set primarily based on what competitors are charging for
similar products.

Demand-based pricing: Prices are set based on the level of customer demand and price elasticity.

The pricing method that involves adding a standard mark-up to the cost of the product is Cost-plus
pricing.

Final Answer : Cost-plus pricing

Answer: (B)
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Q46.

Solution
Concept: The various functions performed as part of the marketing process.

Solution: Marketing is a broad function that involves a wide range of activities aimed at creating,
communicating, delivering, and exchanging offerings that have value for customers, clients,
partners, and society at large. Key functions of marketing include:

Gathering and analysing market information: Conducting market research to understand customer
needs, market trends, and competitive landscape.

Product designing and development: Designing products that meet customer requirements and
developing new products.

Standardisation and grading: Ensuring consistency in quality and classifying products into
different quality grades.

Packaging and labelling: Designing protective and attractive packaging and providing information
through labels.

Branding: Giving a name, term, sign, symbol, or design to identify a product.

Pricing of products: Determining the monetary value at which products are sold.

Promotion: Communicating about the products to potential customers.

Physical distribution: Managing the channels and logistics to make products available to customers.

Storage and warehousing: Holding goods in stock until they are needed.

Transportation: Moving goods from the place of production to the place of consumption.

Customer support services: Providing services before, during, and after sales.

Recruitment and selection is a function of Human Resource Management, which falls under
the broader staffing function of general management, not marketing. Marketing focuses on the
customer and the market for products/services, while HR focuses on people within the organization.

Final Answer : Recruitment and selection

Answer: (C)
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Q47.

Solution
Concept: The stages of the Product Life Cycle (PLC) and associated marketing objectives.

Solution: The Product Life Cycle (PLC) describes the stages a product goes through from its
introduction until its decline. Each stage has different characteristics and strategic objectives:

1. Introduction Stage:
Sales: Low and slow.
Costs: High (due to high promotion and R&D).
Profits: Negative or low.
Customers: Innovators.
Competitors: Few.
Marketing Objective: To create product awareness and trial. The focus is on informing potential
customers about the new product and encouraging them to try it, often through heavy advertising
and sales promotion.

2. Growth Stage: Sales rise rapidly, profits increase, and competitors enter. Focus shifts to
maximizing market share.

3. Maturity Stage: Sales growth slows, profits peak and then decline, and competition is intense.
Focus is on defending market share and maximizing profit.

4. Decline Stage: Sales and profits fall. Focus is on reducing costs and harvesting or divesting the
product.

Therefore, during the ’Introduction Stage’ of the Product Life Cycle, a company typically focuses
on creating product awareness and trial.
Final Answer : Creating product awareness and trial.

Answer: (B)
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Q48.

Solution
Concept: The fundamental rights of consumers as enshrined in consumer protection laws.

Solution: The Consumer Protection Act in India grants several rights to consumers to safeguard
their interests:

Right to choose: The right to be assured, wherever possible, access to a variety of goods and
services at competitive prices.

Right to be informed: The right to be informed about the quality, quantity, potency, purity,
standard, and price of goods or services so as to protect the consumer against unfair trade practices.
This right mandates that manufacturers and sellers provide adequate and accurate information to
consumers about their products, including details about safe usage, potential hazards, ingredients,
manufacturing dates, and expiry dates.

Right to be heard: The right to be heard and to be assured that consumer interests will receive due
consideration at appropriate forums.

Right to seek redressal: The right to seek redressal against unfair trade practices or exploitation.

Right to safety: The right to be protected against the marketing of goods and services which are
hazardous to life and property.

Right to consumer education: The right to acquire knowledge and skills to be an informed consumer.

When a manufacturer provides information about the safe usage and potential hazards of its
product on the packaging, it is directly fulfilling the consumer’s Right to be informed.

Final Answer : Right to be informed

Answer: (B)
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Q49.

Solution
Concept: Pecuniary jurisdiction of different consumer commissions under the Consumer
Protection Act 2019.

Solution: The Consumer Protection Act 2019 (amended in 2021) establishes a three-tier
quasi-judicial machinery for addressing consumer grievances based on the value of the goods or
services paid as consideration:

District Commission: Has jurisdiction to entertain complaints where the value of goods or
services paid as consideration does not exceed | 50 Lakhs.

State Commission: Has jurisdiction to entertain complaints where the value of goods or services
paid as consideration exceeds | 50 Lakhs but does not exceed | 2 Crore.

National Commission: Has jurisdiction to entertain complaints where the value of goods or
services paid as consideration exceeds | 2 Crore.

In the given scenario, the compensation amount is | 1.5 Crore. Since | 1.5 Crore falls between
| 50 Lakhs and | 2 Crore, the consumer should approach the State Commission.

Final Answer : State Commission

Answer: (B)
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Q50.

Solution
Concept: Types of relief or remedies available to consumers under the Consumer Protection Act.

Solution: When a consumer court finds a complaint valid, it can issue various orders to provide
relief to the consumer. Some of the remedies available under the Consumer Protection Act include:

Refund of price paid: Ordering the opposite party to return the money paid by the complainant.

Payment of compensation: Directing the opposite party to pay an amount as compensation for any
loss or injury suffered by the consumer due to the negligence of the opposite party.

Removal of deficiency in service: Ordering the service provider to rectify the shortcomings in the
service provided.

Removal of defect in goods: Directing the manufacturer or seller to remove the defects in the goods.

Discontinuing unfair/restrictive trade practice: Ordering the opposite party to cease engaging in
any unfair or restrictive trade practices.

Withdrawal of hazardous goods from the market: This is a specific and crucial remedy where
the consumer court can order the manufacturer to withdraw goods that are hazardous to life and
property from being offered for sale.

Cessation of manufacture of hazardous goods: Directing the manufacturer to stop producing such
goods.

Not to offer hazardous goods for sale: Prohibiting the sale of hazardous goods.

While "Withdrawal of hazardous goods" is a direct remedy, among the given options, if a
product is hazardous, its continued presence in the market or its offering for sale can be seen
as an unfair practice or a failure to meet safety standards. Therefore, an order to withdraw
hazardous goods from the market can be considered an action to stop an undesirable or
unfair practice related to product safety. Given the options, "Discontinuing unfair trade
practice" is the most encompassing choice if "withdrawal of hazardous goods" is not ex-
plicitly listed, as selling hazardous products would certainly fall under a severe unfair trade practice.

Final Answer : Discontinuing unfair trade practice

Answer: (C)
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Answer Key

Q Ans Q Ans Q Ans Q Ans Q Ans
1 C 2 B 3 A 4 B 5 C
6 C 7 C 8 B 9 C 10 C
11 C 12 B 13 B 14 B 15 A
16 B 17 A 18 D 19 C 20 C
21 C 22 B 23 B 24 B 25 B
26 C 27 B 28 B 29 B 30 B
31 A 32 C 33 C 34 B 35 A
36 C 37 B 38 C 39 C 40 D
41 C 42 C 43 C 44 C 45 B
46 C 47 B 48 B 49 B 50 C
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