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Duration: 180 Minutes Maximum Marks: 100

Instructions
• This paper contains 51 Questions. The paper is divided into three sections:

Section A – 20 marks, Section B – 30 marks, and Section C – 50 marks.

• Section A (Q.No. 1 to 20):

– Multiple Choice Questions (MCQs) carrying 1 mark each.

– Select the most appropriate option from four given choices.

• Section B (Q.No. 21 to 35):

– Objective-type questions carrying 2 marks each.

– Include fill in blanks, matching columns, identify statements, etc.

• Section C (Q.No. 36 to 51):

– Q.No. 36 to 41: Short answer questions carrying 2 marks each.

– Q.No. 42 to 47: Medium answer questions carrying 3 marks each.

– Q.No. 48 to 51: Long answer questions carrying 5 marks each.

• An internal choice has been provided in some questions.

• There is No Negative marking.

• Use of mobile phones, smartwatches, calculators, or any electronic gadgets
is strictly prohibited.

Section: A

Q1. A manager compares actual sales with the monthly target and asks the sales team
to explain the gap. Which function is being performed? (1)

(A) Planning

(B) Controlling

(C) Staffing
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(D) Organising

Q2. Which external factor would most directly influence the demand for luxury goods
in the business environment? (1)

(A) Level of disposable income

(B) Number of directors in a company

(C) Size of office furniture

(D) Method of filing documents

Q3. In a company form of business, the principle of separate legal entity means that:
(1)

(A) shareholders and company are legally the same person

(B) the company has an existence distinct from its members

(C) directors cannot be changed

(D) profits must always be distributed

Q4. A firm forecasts cash requirements for expansion and decides the mix of equity
and borrowed funds. This activity is mainly related to: (1)

(A) financial planning

(B) sales promotion

(C) retail trading

(D) consumer protection

Q5. Which source of long-term finance does not create a fixed obligation to pay
interest? (1)

(A) Debentures

(B) Bank term loan

(C) Equity shares

(D) Public deposits carrying interest

Q6. A money market instrument issued by companies to meet short-term fund
requirements is: (1)
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(A) Commercial paper

(B) Equity share

(C) Preference share

(D) Debenture

Q7. The element of marketing mix concerned with packaging, branding and quality
is: (1)

(A) Price

(B) Product

(C) Place

(D) Promotion

Q8. Salesmanship differs from advertising because salesmanship is usually: (1)

(A) non-personal communication through media

(B) personal two-way communication with customers

(C) always free of cost

(D) limited only to newspapers

Q9. Trade carried on within the geographical boundaries of a country is called: (1)

(A) export trade

(B) import trade

(C) internal trade

(D) entrepot trade

Q10. The document prepared by an importer for customs clearance of imported goods
is generally called: (1)

(A) Bill of Entry

(B) Prospectus

(C) Articles of Association

(D) Debit note
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Q11. An individual opening a repair service unit with his own skill and capital is an
example of: (1)

(A) self-employment

(B) public issue

(C) wholesale trade

(D) capital market regulation

Q12. Which statement best describes e-business? (1)

(A) It includes only online buying and selling

(B) It covers use of electronic networks in business processes

(C) It excludes internal office work

(D) It is possible only for large companies

Q13. When activities are grouped into departments and authority is assigned, the
management function is: (1)

(A) Organising

(B) Controlling

(C) Advertising

(D) Financing

Q14. Recruitment, selection and training are mainly parts of: (1)

(A) staffing

(B) external trade

(C) pricing

(D) capital market

Q15. The major objective of SEBI is to: (1)

(A) manufacture currency notes

(B) regulate and protect investors in securities markets

(C) collect customs duty on exports
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(D) fix prices of consumer goods

Q16. A wholesaler mainly performs which service for retailers? (1)

(A) Buying goods in bulk and supplying in smaller lots

(B) Issuing shares to the public

(C) Preparing financial statements

(D) Providing personal employment only

Q17. Which of the following is a feature of planning? (1)

(A) It is future-oriented

(B) It eliminates all risk completely

(C) It is required only by top managers

(D) It does not involve decision-making

Q18. If a firm uses a high proportion of debt in its capital structure, the most direct
increase is in: (1)

(A) financial risk

(B) social environment

(C) brand loyalty

(D) retail margin

Q19. The marketing philosophy that starts with customer needs and ends with customer
satisfaction is: (1)

(A) production concept

(B) selling concept

(C) marketing concept

(D) product concept

Q20. A secure online payment page commonly uses encryption to reduce the risk of:
(1)

(A) physical fire
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(B) data theft

(C) fall in share price

(D) excess inventory

Section: B

Q21. Fill in the blanks with suitable terms:

1. The assumptions about future business conditions on which plans are based
are called . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2. The written invitation issued by a public company to invite the public to
subscribe for shares is called . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(2)

Q22. Match the items in Column I with the most appropriate items in Column II:

Column I Column II
(a) Staffing (i) Market for existing securities
(b) Stock exchange (ii) Recruitment and training of personnel
(c) Retailer (iii) Sells goods to final consumers
(d) E-commerce (iv) Buying and selling through internet

(4)

Q23. Fill in the blanks:

1. The process of guiding and motivating employees to work towards goals is
called . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2. Capital market deals in medium and long-term funds generally having
maturity of more than . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . year.

(2)

Q24. Give one word for each of the following:

1. The minimum number of persons required to form a private company.
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2. The business activity of buying goods from foreign countries.

(2)

Q25. Fill in the blanks:

1. Debenture holders are . . . . . . . . . . . . . . . . of the company, not owners.

2. The paid form of non-personal presentation and promotion of ideas, goods
or services is called . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(2)

Q26. Give one word for each of the following:

1. A person who takes initiative, bears risk and starts a business venture.

2. The market in which new securities are issued by companies for the first
time.

(2)

Q27. Answer the following:

1. Mention two reasons why scanning the business environment is useful.

2. State any two legal documents associated with formation of a company.

(2)

Q28. Answer the following:

1. What is meant by delegation of authority?

2. State any two elements of directing.

(2)

Q29. Give one word/phrase for the following statements:

1. The route through which goods move from producer to consumer.

2. The amount kept by a company out of profits for reinvestment in business.
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(2)

Q30. Answer the following:

1. Define capital budgeting in financial management.

2. State any two advantages of advertising to consumers.

(2)

Q31. Fill in the blanks:

1. The retail system in which goods are sold through vending machines or mail
order without a fixed shop is called . . . . . . . . . . . . . . . . . . . . . . retailing.

2. RTGS stands for Real Time . . . . . . . . . . . . . . . . . . . . . . . . . . Settlement.

(2)

Q32. Identify the following and write ’WT’ for wholesale trade and ’RT’ for retail
trade:

1. A garment showroom selling single pieces directly to households.

2. A distributor purchasing cartons from a factory and supplying to many
shops.

(2)

Q33. Correct the following sentences:

1. Planning is a backward-looking function because it deals only with past
results.

2. Export trade means buying goods from another country for domestic use.

(2)

Q34. State the full form of the following:

1. NEFT

2. CSR
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(2)

Q35. Identify the following in e-banking transactions:

1. A secret numeric code used by a card holder to authenticate ATM transac-
tions.

2. A banking facility that allows customers to operate accounts through a
mobile application.

(2)

Section: C

Q36. Explain any four characteristics of planning as a function of management. (2)

Q37. Explain the process of organising with reference to the diagram given below.

Organising

Identify WorkGroup WorkAssign Duties

Delegate AuthorityCoordinate

OR

Explain any four advantages of staffing for a business organisation. (2)

Q38. What is co-ordination? Explain why it is considered essential in management.
(2)

Q39. Define financial management and explain its main decisions.

OR

Explain any four factors affecting the requirement of fixed capital. (2)

Q40. Distinguish between money market and capital market on any four bases. (2)
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Q41. Explain product and price as elements of marketing mix with suitable examples.

OR

Explain the qualities of a good salesperson. (2)

Q42. Study the channel diagram and explain three channels of distribution suitable for
consumer goods.

Producer

Consumer

Retailer Wholesaler

Retailer

Agent

Wholesaler
Retailer

(3)

Q43. Explain the features of multiple shops as a form of retail trade.

OR

Describe the main services performed by wholesalers for manufacturers. (3)

Q44. Describe the major steps involved in export procedure from receiving enquiry to
shipment of goods. (3)

Q45. Explain the meaning of self-employment and describe its importance for educated
youth in India.

OR

Explain any five problems commonly faced by small self-employed persons. (3)

Q46. What is modern mode of business? Explain the advantages of e-commerce to
buyers and sellers. (3)

Q47. Explain social responsibility of business towards employees and consumers.

OR
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Explain the need for consumer protection in India. (3)

Q48. Using the leadership continuum shown below, explain autocratic, democratic
and free-rein leadership styles with merits and limitations.

Boss-centred Subordinate-centred

Autocratic Democratic Free-rein
Leader decidesGroup participationTeam autonomy

(5)

Q49. Explain equity shares, preference shares, debentures, retained earnings and term
loans as sources of long-term finance.

OR

What is financial statement analysis? Explain ratio analysis, comparative
statements and trend analysis as tools of analysis. (5)

Q50. Define marketing. Explain the evolution from production concept to societal
marketing concept with examples. (5)

Q51. Explain the meaning of business environment and describe economic, social,
technological, political and legal dimensions with examples.

OR

What is e-business? Differentiate e-business from e-commerce and explain its
impact on business operations. (5)
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Detailed Solutions

Q1.

Solution
Concept: Controlling is a fundamental managerial function that involves measuring actual
organizational performance, comparing it systematically against pre-established planned standards,
identifying any gaps or deviations, and implementing necessary corrective actions. The entire
control process revolves around evaluation, feedback loops, and ensuring that organizational
activities align precisely with original strategic objectives.
Solution: Step 1: The scenario presented requires identifying the specific management function
being executed when actual sales performance is reviewed and measured against a preset monthly
target at the close of an operational period. Step 2: While the planning function is responsible
for formulating objectives, forecasting conditions, and establishing targets in advance, it does not
involve the downstream measurement of actual physical output after the work has been completed.
Step 3: Similarly, the staffing function focuses on human resource acquisition, placement, and
training, whereas the organizing function structures roles, resources, and authority relationships.
Neither function is primarily concerned with performance appraisal against benchmarks. Step 4:
Therefore, the conscious act of comparing actual operational results with predefined standards,
evaluating variances, and determining the underlying causes of performance gaps is the hallmark
of the controlling function. Step 5: This analytical feedback mechanism ensures the firm can
adjust its operations to stay on track. Hence, the correct option is (B).
Final Answer: Controlling

Answer: (B)
Go Back to Question 1
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Q2.

Solution
Concept: The macroeconomic environment encompasses aggregate external economic forces
that directly or indirectly influence an organization’s operations, consumer demand patterns, and
market strategies. Key variables within this framework include national income levels, employment
metrics, inflation rates, monetary interest rates, fiscal policy, and general consumer purchasing
power. The demand curve for premium luxury goods displays an exceptionally high sensitivity to
fluctuations in consumer disposable income.
Solution: Step 1: High-end premium or luxury items are non-essential commodities that
consumers typically purchase when they possess substantial spare financial resources remaining
after fulfilling primary life necessities like housing, food, and healthcare. Step 2: The aggregate
level of consumer disposable income serves as a pivotal metric, directly determining both the
financial capacity and the behavioral willingness of a target market to invest in expensive lifestyle
goods. Step 3: Conversely, internal variables such as the total count of corporate board directors,
the style of administrative office furniture, or the internal electronic filing methods are classified as
micro-level, inward-focused administrative parameters. Step 4: Because these internal factors hold
no bearing on external market forces or customer spending behaviors, the only relevant external
macroeconomic force described is the prevailing consumer income level. Step 5: Consequently,
the correct option is (A).
Final Answer: Level of disposable income

Answer: (A)
Go Back to Question 2
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Q3.

Solution
Concept: Under corporate law, a joint-stock company is recognized as an artificial legal person
created through a formal process of incorporation. The cornerstone doctrine of a separate legal
entity dictates that the incorporated company possesses a legal personality entirely distinct and
independent from the individual identities of its shareholders, members, or directors. Consequently,
the company can hold titles to property, enter into binding commercial contracts, open bank
accounts, and sue or be sued in its own distinct corporate name.
Solution: Step 1: The fundamental premise of the separate legal entity concept is to clarify
whether an incorporated business and its underlying investors are treated as a unified whole
or as separate entities in the eyes of the judiciary. Step 2: Statutory corporate frameworks
explicitly establish that once a company is incorporated, it functions as an independent person
completely separate from its owners. Step 3: A direct outcome of this principle is the doctrine of
perpetual succession, meaning that though individual shareholders may enter, exit, or pass away,
the corporate entity continues to exist uninterrupted. Step 4: Alternative statements suggesting
that shareholders and the company share an identical legal identity, or that corporate profits must
be completely distributed instantly without retention, directly contradict standard corporate law.
Step 5: Thus, the correct option is (B).
Final Answer: The company has an existence distinct from its members.

Answer: (B)
Go Back to Question 3
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Q4.

Solution
Concept: Financial planning is a strategic process that involves estimating the future capital
requirements of a business enterprise and systematically determining how those financial resources
will be procured, allocated, and managed. It ensures that the right amount of funds is available
at the right time to support operational needs and long-term expansion goals, while striking a
balance between debt and equity financing to optimize the firm’s capital structure.
Solution: Step 1: In this scenario, the firm is proactively estimating the specific cash flows
and fund requirements needed to launch a future business expansion, which represents a classic
exercise in long-term financial forecasting. Step 2: Simultaneously, management is evaluating
the financial leverage of the firm by deciding on the optimal proportions of equity capital and
borrowed funds, a process directly related to capital structure optimization. Step 3: These core
strategic considerations revolve entirely around corporate finance, investment decisions, and
capital management, meaning they fall outside the scopes of product marketing, downstream retail
management, or consumer protection advocacy. Step 4: Therefore, the comprehensive process
of predicting capital needs and determining the structural financing mix is explicitly defined as
corporate financial planning. Step 5: As a result, the correct option is (A).
Final Answer: Financial planning

Answer: (A)
Go Back to Question 4

| 15

https://collegedunia.com/exams/nios/sample-paper


NIOS Class 12 Sample Paper Business Studies

Q5.

Solution
Concept: Corporate financing instruments are broadly categorized into debt capital and equity
capital, each carrying distinct financial obligations. Debt-based financing instruments carry
strict, legally binding obligations to pay fixed interest at regular intervals, regardless of corporate
earnings. In contrast, equity instruments represent ownership capital, where dividend payouts are
discretionary and contingent upon financial performance and board approvals, thereby shielding
the firm from mandatory fixed interest charges.
Solution: Step 1: Financial instruments like corporate debentures, commercial bank loans, and
public deposits impose strict, legally binding contractual covenants that mandate fixed interest
disbursements at regular intervals. Step 2: On the other hand, equity shareholders function as
the true residual owners of the enterprise, meaning they receive variable dividends only if the
firm generates profits and the board decides to distribute them. Step 3: Consequently, raising
funds through equity shares provides a permanent source of base capital that does not create
any compulsory periodic debt-servicing burdens or bankruptcy risks during periods of financial
distress. Step 4: While equity issuance may dilute voting control and earnings per share among
current owners, it significantly lowers the firm’s fixed financial risk profile. Step 5: Therefore, the
correct option is (C).
Final Answer: Equity shares

Answer: (C)
Go Back to Question 5

Q6.

Solution
Concept: The money market is a specialized sector of the financial system that facilitates the
borrowing and lending of short-term, highly liquid funds with maturities typically under one year.
Commercial paper is a prominent money market instrument issued in the form of an unsecured,
short-term promissory note by highly rated, financially sound corporations to meet immediate
working capital needs and short-term operational obligations.
Solution: Step 1: The problem requires identifying a specific short-term, liquid financial
instrument that is issued directly by corporate bodies to raise short-term funding from institutional
investors. Step 2: Commercial paper fits this exact description, serving as an unsecured promissory
note deployed by blue-chip firms to finance seasonal requirements, inventory spikes, or current
operational liabilities. Step 3: In contrast, securities such as equity shares, preference shares, and
long-term corporate debentures are core capital market instruments designed to secure long-term
investment capital. Step 4: Because commercial paper satisfies the dual criteria of being both a
short-term instrument and an direct corporate issuance, it is the correct choice. Step 5: Hence, the
correct option is (A).
Final Answer: Commercial paper

Answer: (A)
Go Back to Question 6
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Q7.

Solution
Concept: The traditional marketing mix consists of four controllable variables known as the
4Ps: Product, Price, Place, and Promotion. Product decisions focus on the tangible or intangible
offering that a firm creates to satisfy customer needs. This includes managing components such as
physical product quality, technical features, functional design, brand naming, protective packaging,
size variations, and post-purchase customer support workflows.
Solution: Step 1: Elements like protective packaging, distinct corporate branding, and quality
control specifications relate directly to the core attributes, appearance, and value proposition of
the bundle offered to consumers. Step 2: In the context of the marketing mix, the price variable
governs monetary valuation and credit terms; the place variable controls distribution logistics; and
the promotion variable handles marketing communications and advertising. Step 3: Therefore,
attributes that define the physical creation, identity, and features of the commercial offering fall
directly under the product element of the marketing mix. Step 4: The other choices provided
represent distinct elements of the broader marketing mix and do not govern the direct composition
of the item itself. Step 5: Thus, the correct option is (B).
Final Answer: Product

Answer: (B)
Go Back to Question 7

Q8.

Solution
Concept: Within promotional strategy, advertising and personal salesmanship represent two
distinct communication methodologies. Advertising is a paid, non-personal form of mass
communication delivered through media channels to a wide audience with no direct interaction.
Conversely, salesmanship relies on direct, face-to-face personal selling, creating an interactive
environment where a salesperson can listen to client reactions, address objections, clarify details,
and tailor their pitch in real time.
Solution: Step 1: The question requires identifying a defining operational point of difference
that clearly distinguishes the practice of professional salesmanship from traditional mass media
advertising. Step 2: A key feature of salesmanship is direct, human-to-human contact between
the sales representative and a prospective buyer during the commercial transaction process. Step
3: This direct contact facilitates immediate, two-way feedback, allowing the salesperson to
adapt their message on the spot—a flexibility that print, television, or digital display advertising
cannot replicate. Step 4: Consequently, personal two-way communication stands as the primary
differentiating characteristic of personalized salesmanship. Step 5: Therefore, the correct option
is (B).
Final Answer: Personal two-way communication with customers

Answer: (B)
Go Back to Question 8
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Q9.

Solution
Concept: Internal trade, also known as domestic trade, refers to the buying, selling, and exchanging
of goods and services entirely within the sovereign geographical boundaries of a single nation.
Because these transactions take place inside domestic borders, they do not require crossing customs
checkpoints, comply with a unified domestic legal system, and are settled using the nation’s
standard legal tender.
Solution: Step 1: The central diagnostic clue within the prompt points to commercial trade
transactions conducted entirely within the established geographical limits of a single sovereign
nation. Step 2: Looking at international trade categories, export trade involves shipping domestic
goods outward to foreign buyers, import trade brings foreign products inward, and entrepot
trade involves importing foreign goods specifically for re-export. Step 3: Domestic trade is
the only category restricted entirely within a country’s borders, and it is traditionally split into
wholesale distribution channels and local retail operations. Step 4: This domestic focus eliminates
international trade complexities like tariff barriers, foreign currency conversions, or import-export
regulatory approvals. Step 5: Consequently, the correct option is (C).
Final Answer: Internal trade

Answer: (C)
Go Back to Question 9

Q10.

Solution
Concept: In international logistics, a Bill of Entry is a critical statutory document filed by an
importer or an authorized customs broker with the customs department upon the arrival of imported
freight. This document contains details regarding the nature, quantity, value, country of origin,
and precise classification of the incoming cargo, enabling customs authorities to accurately assess
import duties and clear the goods for domestic distribution.
Solution: Step 1: The problem asks for the specific legal document used during import trade
operations to achieve customs clearance for incoming foreign shipments at ports of entry. Step
2: A Bill of Entry acts as an official declaration that allows customs officers to inspect the cargo,
verify its valuation, calculate the applicable customs duties, and issue an order for clearance. Step
3: In contrast, documents like a corporate prospectus or articles of association relate to corporate
formation, while a debit note is an internal accounting record used to document adjustments to
financial liabilities. Step 4: Therefore, the Bill of Entry is the only document listed that is relevant
to the import clearance and customs declaration process. Step 5: Hence, the correct option is (A).
Final Answer: Bill of Entry

Answer: (A)
Go Back to Question 10
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Q11.

Solution
Concept: Self-employment represents a socio-economic framework where an individual earns
their livelihood by independently establishing, managing, and operating a commercial venture
or professional practice. Rather than working under an employment contract for a salary, a
self-employed person acts as an independent contractor or entrepreneur, taking full responsibility
for providing the necessary capital, utilizing personal skills, and carrying all associated financial
risks and rewards.
Solution: Step 1: The scenario presented describes an individual who combines personal
technical skills with independent capital to open a repair shop, taking on the role of an autonomous
business owner. Step 2: Because this individual works independently, does not answer to an
employer, and does not issue public corporate securities, the setup avoids employment or corporate
finance classifications. Step 3: This operational structure serves as a clear example of self-
employment, where personal initiative directly creates an independent source of livelihood. Step
4: Alternative classifications, such as large-scale wholesale trade distribution or macroeconomic
market regulation, do not fit this small-scale service operation. Step 5: Therefore, the correct
option is (A).
Final Answer: Self-employment

Answer: (A)
Go Back to Question 11

Q12.

Solution
Concept: Electronic business (e-business) is a comprehensive operational concept that goes beyond
the customer-facing transactions of electronic commerce (e-commerce). While e-commerce focuses
primarily on the online buying and selling of goods, e-business covers the digital transformation of
all internal and external organizational processes. This includes supply chain logistics, inventory
management, digital accounting, online banking, data processing, and collaborative customer
service operations.
Solution: Step 1: The question requires selecting the most accurate description of e-business,
which means choosing a definition that captures its broad strategic scope. Step 2: Defining
e-business solely by online sales or internet retail transactions is too restrictive, as that definition
describes e-commerce rather than full e-business. Step 3: In practice, e-business involves
integrating electronic networks and data systems across an entire enterprise’s internal and external
workflows. Step 4: This digital integration applies to all businesses, allowing both small
local companies and large global corporations to improve their operational efficiency. Step 5:
Consequently, the correct option is (B).
Final Answer: It covers use of electronic networks in business processes.

Answer: (B)
Go Back to Question 12
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Q13.

Solution
Concept: Organising is a core management function that translates strategic plans into operational
reality by building a structured framework for work. This process involves identifying all necessary
business tasks, grouping related activities into logical departments, assigning clear responsibilities
to specific roles, and delegating the necessary authority to ensure employees can complete their
work efficiently while collaborating smoothly across the company.
Solution: Step 1: The phrasing in the scenario, which highlights the grouping of activities
and assigning of authority, points directly to the execution of the organizing function. Step 2:
Looking at other management functions, controlling evaluates performance metrics, advertising
handles marketing communications, and financing focuses on capital procurement, meaning none
of these functions manage organizational design. Step 3: Organising follows the planning phase,
establishing the physical, human, and reporting structures required to execute the firm’s strategic
plans. Step 4: This step shows that building an internal workflow architecture is the main goal of
organizing. Step 5: Thus, the correct option is (A).
Final Answer: Organising

Answer: (A)
Go Back to Question 13

Q14.

Solution
Concept: Staffing is a vital management function dedicated to building and maintaining the human
capital of an organization. The primary goal of staffing is to ensure that the company places the
right people in the right jobs at the right time. This function covers the entire human resource
management life cycle, including recruitment, selection, onboarding, training, career development,
and performance appraisal.
Solution: Step 1: Recruitment and selection are foundational human resource steps designed to
attract and hire qualified candidates into the organization. Step 2: Subsequent training initiatives
improve employees’ operational skills and technical knowledge, preparing them to meet the specific
requirements of their assigned roles. Step 3: Because these structured activities focus entirely on
managing and developing human capital, they fall directly under the umbrella of staffing. Step
4: Alternative business concepts like trade distribution channels, product pricing strategies, or
corporate financial planning do not manage workforce acquisition or training. Step 5: Therefore,
the correct option is (A).
Final Answer: Staffing

Answer: (A)
Go Back to Question 14
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Q15.

Solution
Concept: The Securities and Exchange Board of India (SEBI) is the statutory regulatory body
tasked with overseeing India’s capital and securities markets. SEBI operates with three primary
mandates: protecting the financial interests of retail and institutional investors, fostering the orderly
development of the securities market, and regulating the conduct of market intermediaries like
brokers, merchant bankers, and mutual fund managers.
Solution: Step 1: SEBI stands for the Securities and Exchange Board of India, establishing its
role as the primary supervisor of national capital market activities. Step 2: SEBI’s regulatory
focus is on financial markets, meaning it is not involved in printing fiat currency or collecting
customs duties at ports. Step 3: Its main legal responsibilities center on preventing market
manipulation, enforcing transparency, and protecting retail investors from fraudulent activities.
Step 4: Additionally, SEBI regulates financial market activities and does not intervene in setting
market prices for standard consumer goods. Step 5: As a result, the correct option is (B).
Final Answer: Regulate and protect investors in securities markets

Answer: (B)
Go Back to Question 15

Q16.

Solution
Concept: Wholesalers function as essential intermediaries within the domestic trade supply chain,
connecting primary manufacturers with fragmented retail networks. By purchasing goods in bulk
directly from factories, wholesalers assume inventory risks and manage large-scale storage. They
break bulk by selling smaller, manageable quantities to retailers, providing vital logistical support,
credit facilities, and market information that simplifies retail operations.
Solution: Step 1: The problem requires identifying a specific service that wholesale intermediaries
provide to support downstream retail business operators. Step 2: Most independent retailers lack
the capital, storage space, and customer demand needed to purchase large production runs directly
from factories. Step 3: Wholesalers resolve this supply gap by purchasing in bulk, storing the
inventory, and distributing it in smaller lots to meet retailers’ needs. Step 4: The other options
presented describe activities unrelated to standard wholesale distribution services or retail support
workflows. Step 5: Consequently, the correct option is (A).
Final Answer: Buying goods in bulk and supplying in smaller lots

Answer: (A)
Go Back to Question 16
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Q17.

Solution
Concept: Planning is the primary function of management that involves deciding in advance what
to do, how to do it, when to do it, and who will execute it. It is an analytical, future-oriented
process that sets organizational goals and creates strategic roadmaps to achieve them, helping
businesses anticipate market trends and reduce environmental uncertainty.
Solution: Step 1: Planning is inherently future-oriented, focusing on evaluating upcoming trends
and preparing the firm to handle future conditions. Step 2: While comprehensive planning helps
identify potential challenges, it cannot eliminate all risk; it simply helps managers mitigate market
uncertainties. Step 3: This proactive function is required across all levels of management, though
its strategic scope and operational focus vary by hierarchy. Step 4: Because planning requires
choosing among different potential paths, it is closely linked with organizational decision-making.
Step 5: Therefore, the correct option is (A).
Final Answer: It is future-oriented

Answer: (A)
Go Back to Question 17

Q18.

Solution
Concept: Financial risk refers to a firm’s potential inability to meet its fixed financial obligations,
such as interest payments and principal repayments. Incorporating a high proportion of debt into a
company’s capital structure increases these fixed charges. If corporate earnings drop, the burden
of these mandatory interest payments rises, increasing the risk of financial distress or insolvency.
Solution: Step 1: Relying on debt capital introduces mandatory fixed interest charges and
repayment schedules that must be honored regardless of the firm’s profitability. Step 2: Increasing
the proportion of debt in the capital structure directs more cash flow toward debt servicing, which
limits financial flexibility during market downturns. Step 3: This exposure to fixed financial
commitments directly increases the overall financial risk profile of the business. Step 4: Other
business elements like brand loyalty, the social environment, or retail profit margins are not directly
affected by changing the debt-to-equity ratio. Step 5: Thus, the correct option is (A).
Final Answer: Financial risk

Answer: (A)
Go Back to Question 18
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Q19.

Solution
Concept: The marketing concept is a customer-centric business philosophy that bases orga-
nizational success on identifying consumer needs and preferences first. Rather than focusing
on aggressive sales pitch methods or mass output, this philosophy guides businesses to design
products around those consumer insights and satisfy customer demands more effectively than their
competitors.
Solution: Step 1: The scenario focuses on a process that starts by identifying consumer needs and
ends by delivering customer satisfaction, which forms the foundation of modern marketing theory.
Step 2: This customer-first focus is the defining feature of the marketing concept, distinguishing
it from older, production-focused business models. Step 3: In contrast, the production concept
focuses on output volume, the product concept prioritizes quality metrics, and the selling concept
relies on persuasive promotions. Step 4: This analysis demonstrates that a customer-centric focus
aligns perfectly with the core principles of the marketing concept. Step 5: Consequently, the
correct option is (C).
Final Answer: Marketing concept

Answer: (C)
Go Back to Question 19

Q20.

Solution
Concept: In e-business and digital commerce, data encryption serves as a critical security tool
that converts plain-text financial and personal data into unreadable ciphertext during transmission.
When applied to online payment gateways, encryption protects sensitive customer data—such as
passwords, credit card numbers, and banking details—from intercept by unauthorized entities,
significantly lowering the risk of data breaches.
Solution: Step 1: A secure digital checkout page processes sensitive financial records and personal
data across public internet networks. Step 2: Implementing data encryption algorithms secures
these data transmissions, ensuring that sensitive files remain unreadable to hackers or unauthorized
users. Step 3: This security measure is designed to prevent digital data theft, meaning it does not
address physical hazards, inventory depreciation, or stock market volatility. Step 4: Therefore,
digital data theft is the specific risk that encryption is used to prevent on payment pages. Step 5:
Hence, the correct option is (B).
Final Answer: Data theft

Answer: (B)
Go Back to Question 20
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Q21.

Solution
Concept: Objective assessment questions within corporate and business studies demand highly
precise, academically accepted terminology. To formulate an accurate response, one must identify
the strategic context of the question and map specific structural clues to standardized corporate
vocabulary. For instance, the operational assumptions used during strategic planning and the
formal documents required by legal bodies for public capital allocation each have distinct legal
and functional terms.
Solution: Step 1: In corporate management frameworks, the foundational assumptions made
about future operating conditions are formally classified as planning premises, serving as the
baseline for all subsequent business forecasting. Step 2: When a legally registered public company
invites institutional or retail investors to subscribe to its corporate shares or debt instruments,
it must issue a formal legal document known as a prospectus. Step 3: Both of these specific
technical terms represent foundational, standardized concepts widely utilized within institutional
corporate management and securities law. Step 4: Using generic or informal descriptions instead
of these precise legal terms reduces the technical validity and formal clarity of business studies
examinations. Step 5: Therefore, the final identification relies directly on these established,
traditional vocabulary definitions.
Final Answer: 1. Planning premises 2. Prospectus

Answer: (See Above)
Go Back to Question 21
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Q22.

Solution
Concept: Structured matching questions evaluate a student’s underlying comprehension of
core business infrastructure by checking their ability to connect theoretical terms with practical
operational profiles. A clear understanding of business structures requires linking managerial
frameworks, financial markets, traditional retail systems, and modern digital supply chains with
their distinct, defining functional roles in the current economy.
Solution: Step 1: The corporate management function of staffing deals exclusively with workforce
planning, active recruitment pipelines, candidate selection, onboarding procedures, and professional
skill training, which accurately matches concept (a) directly to description (ii). Step 2: A secondary
stock exchange operates strictly as an organized financial marketplace designed for buying, selling,
and trading existing corporate securities, matching concept (b) to description (i). Step 3: An
independent retail merchant operates at the final link of the distribution chain, selling goods
directly to ultimate consumers, which matches concept (c) to description (iii). Step 4: Electronic
commerce, or e-commerce, is defined specifically by using digital internet networks to handle
commercial buying and selling transactions, matching concept (d) to description (iv). Step 5:
Establishing these deliberate, logical pairings ensures a complete and structured map of the target
operational definitions.
Final Answer: (a)-(ii), (b)-(i), (c)-(iii), (d)-(iv)

Answer: (See Above)
Go Back to Question 22

Q23.

Solution
Concept: The corporate directing function is the people-focused element of management
responsible for guiding employees toward organizational goals, while the capital market serves as
the primary financial framework for securing long-term business funding. Understanding both
terms requires analyzing the human resource aspect of executive guidance alongside the time
horizons that define corporate finance mechanisms.
Solution: Step 1: The specific administrative process of guiding, motivating, instructing, and
leading employees within a corporate hierarchy indicates the execution of the directing function.
Step 2: In corporate finance, the capital market is structured specifically to handle long-term
financial assets, managing securities that carry a maturity period of more than one calendar
year. Step 3: Consequently, filling these contextual blanks requires using the executive function
of directing alongside the specific mathematical time threshold of one year. Step 4: These
answers clearly differentiate short-term operational management and money market activities from
long-term corporate governance and strategic capital allocation. Step 5: Filling the blanks with
these exact terms completes the statements with the necessary academic precision.
Final Answer: 1. Directing 2. One

Answer: (See Above)
Go Back to Question 23
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Q24.

Solution
Concept: Legal corporate structures and international trade classifications must be evaluated
using exact commercial definitions. Understanding the regulatory minimums for setting up a
business entity alongside the directional flow of international logistics allows students to properly
classify legal organizational frameworks and global trade models.
Solution: Step 1: Under national corporate law and standard business regulations, a private
limited company requires a minimum legal threshold of at least two individual members for valid
incorporation. Step 2: When a domestic business entity purchases commercial commodities,
industrial raw materials, or finished products from foreign countries, the activity is classified
as import trade. Step 3: Because the structural format of the question explicitly calls for a
concise, single-word or short-phrase answer, the response should avoid unnecessary descriptions.
Step 4: This straightforward approach provides maximum clarity while matching the exact
technical terms required by academic evaluation standards. Step 5: The selected terms provide an
accurate summary of corporate minimums and international trade directions without unnecessary
elaboration.
Final Answer: 1. Two 2. Import trade

Answer: (See Above)
Go Back to Question 24

Q25.

Solution
Concept: Corporate debentures are legally binding instruments used to secure long-term borrowed
capital, whereas advertising serves as a paid, non-personal promotion tool within marketing
frameworks. Differentiating the legal claims of corporate capital providers is just as critical as
identifying the structural characteristics that separate advertising from personal selling or public
relations.
Solution: Step 1: Because debenture holders provide long-term loans to a corporation rather
than buying ownership shares, they hold the legal status of corporate creditors who are owed a
debt. Step 2: Any paid, non-personal presentation and promotional distribution of ideas, goods,
or commercial services sponsored by an identified business entity is called advertising. Step 3:
Equity owners take on operational risk to receive variable corporate dividends, while debenture
creditors hold a legal right to receive fixed, regular interest payments. Step 4: Recognizing these
legal and marketing differences prevents confusing creditor debt protections with equity owner
privileges or personal promotional campaigns. Step 5: Combining these clear distinctions ensures
the final answers match standard corporate finance and marketing principles.
Final Answer: 1. Creditors 2. Advertising

Answer: (See Above)
Go Back to Question 25
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Q26.

Solution
Concept: Entrepreneurial leadership and financial market architecture form the core of modern
business studies curricula. Accurately identifying the economic role of an innovator who takes on
operational risk must be paired with a clear understanding of how primary financial markets are
structured to handle the initial issuance of corporate securities.
Solution: Step 1: An individual who initiates an independent commercial venture, organizes
productive economic resources, and assumes the associated financial risks is defined as an
entrepreneur. Step 2: The specific segment of the financial market where corporate entities
issue brand-new stocks, bonds, or debentures to investors for the first time is called the primary
market. Step 3: In contrast, the secondary market handles the subsequent trading of already issued
financial instruments among investors, making it incorrect for first-time corporate capital issues.
Step 4: These definitions highlight the difference between early-stage business creation and the
initial public funding stages of corporate development. Step 5: Therefore, using these precise
economic terms provides a technically accurate and complete response to the problem.
Final Answer: 1. Entrepreneur 2. Primary market

Answer: (See Above)
Go Back to Question 26

Q27.

Solution
Concept: Ongoing environmental scanning and proper statutory documentation are essential
requirements for modern corporate governance and strategic business planning. Corporate leaders
look at external developments to find growth opportunities, while utilizing foundational legal
documents to establish a company’s internal regulations and external operational boundaries.
Solution: Step 1: Continuous business environment scanning lets managers spot emerging market
opportunities early and identify external regulatory, competitive, or economic threats. Step 2:
This strategic analysis improves long-term corporate planning, allowing executive teams to prepare
for changing market trends and adjust their operations ahead of time. Step 3: During company
registration, organizers must draft two central legal documents: the Memorandum of Association,
which defines external limits, and the Articles of Association, governing internal rules. Step 4:
Together, environmental scanning and these foundational legal documents help an organization
maintain regulatory compliance while staying competitive in a changing marketplace. Step 5:
This comprehensive overview explains both the external strategies and internal legal structures
used in corporate management.
Final Answer: Scanning helps identify opportunities and threats; documents include Memorandum
of Association and Articles of Association.

Answer: (See Above)
Go Back to Question 27
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Q28.

Solution
Concept: Formal authority delegation and professional directing are core administrative processes
required to maintain operational balance and drive productivity within an enterprise. Managers
must understand how authority is shared through the corporate hierarchy, while using the key tools
of leadership and supervision to keep employees working efficiently.
Solution: Step 1: Delegation is the administrative process where a superior manager transfers
operational authority down to a subordinate to complete a specific business task. Step 2: While
operational tasks and authority are shared, the delegating manager retains ultimate accountability for
the final results of the work. Step 3: The broader directing function guides workforce performance
through four essential management elements: day-to-day supervision, employee motivation,
corporate leadership, and clear communication. Step 4: Combining clear authority delegation
with active supervisory direction ensures that employees understand their responsibilities and stay
motivated to achieve corporate goals. Step 5: This approach highlights how clear accountability
and executive leadership work together to build an effective workplace structure.
Final Answer: Delegation is transfer of authority to a subordinate; two elements of directing are
supervision and motivation.

Answer: (See Above)
Go Back to Question 28

Q29.

Solution
Concept: The physical network used to move products to consumers represents a key marketing
distribution strategy, whereas retaining corporate earnings is an internal financing method.
Distinguishing between logistics channels and corporate self-financing options allows managers to
optimize product delivery while maintaining strong internal capital reserves.
Solution: Step 1: The institutional pipeline, network of intermediaries, and transportation route
used to move finished products from factories to final buyers is called a channel of distribution.
Step 2: The specific portion of net corporate profits that a company chooses to keep for internal
reinvestment, rather than paying out as dividends, is classified as retained earnings. Step 3: Both
concepts represent standard, widely accepted terminology within product marketing textbooks and
corporate financial management systems. Step 4: These definitions separate external supply chain
management logistics from internal capital accumulation strategies used to fund future corporate
growth. Step 5: Using these precise terms ensures the response matches the standard definitions
used across the commercial sector.
Final Answer: 1. Channel of distribution 2. Retained earnings

Answer: (See Above)
Go Back to Question 29
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Q30.

Solution
Concept: Long-term capital budgeting decisions govern major corporate investments, while
marketing advertisements provide consumers with essential product insights and options. Evaluat-
ing large-scale capital investments requires long-term financial planning, which works alongside
marketing efforts designed to improve consumer awareness and market transparency.
Solution: Step 1: Capital budgeting is the strategic financial process companies use to evaluate
and approve large investments in fixed assets like production machinery, real estate, or long-term
projects. Step 2: On the consumer side, advertising shares clear information about product features,
pricing structures, and retail availability across the market. Step 3: This promotional outreach
helps consumers compare competing brands, evaluate alternative products, and make informed
purchasing decisions based on their budget. Step 4: This dual perspective shows how corporate
financial choices regarding fixed assets work alongside consumer-focused marketing strategies to
drive economic value. Step 5: This structured analysis explains both internal corporate investment
policies and external marketing functions clearly.
Final Answer: Capital budgeting is long-term asset investment decision; advertising informs
consumers and helps comparison.

Answer: (See Above)
Go Back to Question 30

Q31.

Solution
Concept: Modern retail management categorizes business models based on the presence or
absence of physical storefront infrastructures, while digital banking frameworks rely on precise
transactional abbreviations to execute high-value settlements. Non-store retailing bypasses brick-
and-mortar limitations altogether, whereas macro-banking channels deploy highly specific financial
acronyms to validate rapid interbank ledger balances.
Solution: Step 1: Commercial distribution channels that market consumer goods directly to
purchasers through automated vending systems, mail-order catalogs, or internet web interfaces
without establishing a physical shop location are classified under non-store retailing. Step 2: In
electronic banking networks, the widely utilized financial abbreviation RTGS stands for Real Time
Gross Settlement, which serves as a major platform for processing high-value fund transfers. Step
3: The terminology requires isolating specific words from these standard operating concepts to
satisfy fill-in-the-blank assessment formatting cleanly. Step 4: Therefore, extracting the term
describing the non-physical sales model alongside the middle structural component of the financial
acronym fulfills the required technical criteria. Step 5: This structured identification accurately
links modern retail distribution theories with standard electronic financial market operations.
Final Answer: 1. Non-store 2. Gross

Answer: (See Above)
Go Back to Question 31
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Q32.

Solution
Concept: Supply chain architecture splits commercial distribution paths into retail trade and
wholesale trade based on transaction scale, purchasing intent, and targeted consumer profiles.
Retail management concentrates on supplying single items to final households for personal use,
whereas wholesale systems buy bulk inventory from manufacturers to redistribute it in smaller lots
to downstream merchants.
Solution: Step 1: A specialized clothing showroom that sells individual shirts, dresses, or
single garments directly to local families or walk-in customers is executing retail trade (RT). Step
2: An intermediary distributor who buys large cases, crates, or cartons of inventory straight
from a production plant to sell those grouped goods to various local shopkeepers is engaged in
wholesale trade (WT). Step 3: Mapping these distinct business behaviors to their designated
short-form operational codes helps clearly separate direct household consumption from commercial
business-to-business supply networks. Step 4: This classification highlights that the primary
purpose of the transaction determines whether an exchange belongs in the retail sector or the
wholesale distribution framework. Step 5: Consequently, assigning the respective short-hand
codes provides an accurate classification of these two distinct levels of commerce.
Final Answer: 1. RT 2. WT

Answer: (See Above)
Go Back to Question 32

Q33.

Solution
Concept: Conceptual editing within business studies requires identifying misplaced terms and
replacing them with accurate commercial concepts. Correcting structural misstatements relies on
a solid understanding of how strategic corporate planning projects organizational paths forward,
alongside an accurate view of the directional logistics that define international trade transactions.
Solution: Step 1: Corporate planning does not look backward at past results; rather, it is an active,
forward-looking function that evaluates upcoming market opportunities to establish strategic goals.
Step 2: Export trade involves selling domestic products to overseas buyers, whereas purchasing
physical assets or consumer goods from international suppliers to use in the home country is
called import trade. Step 3: Rewriting these flawed academic statements requires systematically
replacing backward-looking errors with forward-looking realities and substituting export fallacies
with precise import logistics definitions. Step 4: This correction process ensures that foundational
management functions and global logistical mechanisms are expressed using proper corporate
terminology. Step 5: The resulting sentences clearly explain future management direction and
international purchasing processes without any conceptual confusion.
Final Answer: 1. Planning is a forward-looking function. 2. Import trade means buying goods
from another country for domestic use.

Answer: (See Above)
Go Back to Question 33
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Q34.

Solution
Concept: Technical acronyms within financial sectors and corporate governance must be spelled
out accurately to retain their legal and operational meanings. Understanding electronic banking
systems and corporate social frameworks requires using exact terminology to describe net settlement
networks and the ethical obligations companies owe to the public.
Solution: Step 1: In modern electronic banking networks, the acronym NEFT refers to National
Electronic Funds Transfer, which is a secure, nationwide payment system used to move money
across bank branches in batches. Step 2: Within business management and corporate governance
frameworks, the acronym CSR stands for Corporate Social Responsibility, which outlines a firm’s
legal and ethical duties to protect environment and community interests. Step 3: Expanding
these abbreviations requires using standard industry terms to preserve their precise institutional
meaning during evaluation. Step 4: This technical clarity ensures that digital payment systems are
not confused with instant real-time channels, and that corporate ethics programs are separated
from standard philanthropy. Step 5: Providing these complete expansions satisfies the necessary
professional definitions used across the financial and corporate sectors.
Final Answer: NEFT – National Electronic Funds Transfer; CSR – Corporate Social Responsibility

Answer: (See Above)
Go Back to Question 34

Q35.

Solution
Concept: Digital banking services use secure identity verification tools and specialized application
software to let account holders perform financial transactions safely. Understanding electronic
banking requires separating private numeric security codes used at physical terminals from software
platforms that turn smartphones into personal banking tools.
Solution: Step 1: The private, multi-digit numeric security code used to verify an account
holder’s identity at automated teller machines or point-of-sale systems is the PIN, or Personal
Identification Number. Step 2: Logging into a financial account through a dedicated smartphone
application to execute money transfers or check account balances is classified as mobile banking.
Step 3: Both terms represent core elements of modern retail electronic banking systems, focusing
on user authentication security and convenient remote access. Step 4: Differentiating between
alphanumeric access codes and software delivery methods prevents confusing basic hardware
authentication with full-service remote software platforms. Step 5: Utilizing these exact financial
terms completes the text with the accurate definitions required by the banking industry.
Final Answer: 1. PIN 2. Mobile banking

Answer: (See Above)
Go Back to Question 35
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Q36.

Solution
Concept: Planning serves as the foundational function of management, involving the proactive
determination of organizational objectives and the specific courses of action required to achieve
them. It is considered a primary function because all subsequent management activities—such
as organizing, staffing, and controlling—rely on a clear set of goals and predefined methods to
function effectively.
Solution: Step 1: Planning is inherently forward-looking, focusing on forecasting future market
conditions and scheduling upcoming business initiatives. Step 2: It is fundamentally goal-oriented,
as every corporate plan is designed to achieve specific organizational targets and performance
milestones. Step 3: It represents an intellectual, cognitive process that demands creative thinking,
systematic analysis, and choosing logically among alternative paths. Step 4: It is continuous,
meaning managers must constantly review and update plans as external business conditions and
competition change. Step 5: Finally, it is based on decision-making, requiring executives to
evaluate different options and select the most efficient path for the company.
Final Answer: Planning is future-oriented, goal-oriented, intellectual, continuous and decision-
based.

Answer: (See Above)
Go Back to Question 36
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Q37.

Solution
Concept: Organising structures organizational activities to implement plans, while staffing focuses
on acquiring, retaining, and developing competent human resources to man those structural roles.
Alternative (a): Organising Process Solution:

Step 1: Identification and Division of Work: Breaking down the total burden of organizational
work into smaller, manageable, and specialized activities to avoid duplication.

Step 2: Departmentalisation (Grouping Work): Bundling similar or closely related jobs together
into specialized administrative units like production, finance, or marketing departments.

Step 3: Assignment of Duties: Allocating specific operational roles and responsibilities to individ-
ual employees based on their technical skills, capabilities, and professional competencies.

Step 4: Delegation of Authority and Coordination: Granting requisite operational power to man-
agers while establishing balanced reporting relationships to coordinate cross-departmental
efforts effectively.

Alternative (b): Advantages of Staffing Solution:

Step 1: Filling Jobs with Competent Personnel: Staffing helps discover and select talented
employees who are technically qualified to handle specific organizational positions.

Step 2: Higher Performance and Productivity: Placing the right person in the right job ensures
maximum performance efficiency and reduces operational mistakes.

Step 3: Continuous Growth of Enterprise: Through proper planning and development programs,
staffing secures the long-term succession and survival of the firm.

Step 4: Optimum Utilization of Human Resources: Prevents overstaffing and subsequent labor
cost inflation, while ensuring existing personnel are fully utilized.

Answer: (See above)
Go Back to Question 37
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Q38.

Solution
Concept: Coordination acts as the underlying binding force that integrates scattered organizational
activities, ensuring that all individual units work together toward shared corporate objectives.
Solution:

Step 1: Definition of Co-ordination: Coordination is the process of synchronizing the efforts of
different departments, individuals, and activities to maintain complete harmony in business
operations.

Step 2: Integrates Group Effort: It unifies diverse individual working behaviors into a purposeful,
collective group action, eliminating conflicting goals.

Step 3: Ensures Unity of Action: It acts as a common thread linking functions like sales and
manufacturing, preventing delays or product shortages.

Step 4: Essential for Growth and Specialisation: As businesses expand and add specialized
departments, coordination becomes essential to minimize operational friction and prevent
individual silos.

Final Answer: Coordination is the essence of management linking all functions

Answer: (See Above)
Go Back to Question 38
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Q39.

Solution
Concept: Financial management focuses on balancing capital procurement, asset investment, and
profit distribution, while fixed capital requirements dictate long-term capacity building.
Alternative (a): Financial Management and Main Decisions Solution:

Step 1: Definition: Financial management involves planning, organizing, directing, and controlling
financial resources to achieve corporate objectives efficiently.

Step 2: Investment Decision: Determining how to allocate capital across long-term fixed assets
(Capital Budgeting) and short-term operational current assets.

Step 3: Financing Decision: Choosing the best combination of equity and long-term borrowed
debt to lower the firm’s overall cost of capital.

Step 4: Dividend Decision: Deciding what portion of net corporate profits should be distributed to
shareholders versus retained for reinvestment.

Alternative (b): Factors Affecting Fixed Capital Requirements Solution:

Step 1: Nature of Business: Manufacturing firms require heavy investments in plant and equipment,
whereas trading concerns require significantly less fixed capital.

Step 2: Scale of Operations: Large-scale industrial enterprises require massive capital investments
to establish high-capacity manufacturing facilities.

Step 3: Choice of Technique: Capital-intensive production lines relying on automated machinery
require higher upfront fixed capital than labor-intensive approaches.

Step 4: Growth Prospects and Diversification: Firms planning to scale up their product lines or
enter new markets must commit more long-term capital to expand infrastructure.

Answer: (See above)
Go Back to Question 39
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Q40.

Solution
Concept: Financial markets are segmented into distinct operational zones based on asset maturity,
trading infrastructure, underlying risk profiles, and capital liquidity.
Solution:

Basis of Difference Money Market Capital Market
1. Maturity Period Deals in short-term instruments

with a maturity of under one year.
Deals in medium and long-term fi-
nancial assets exceeding one year.

2. Instruments Traded Treasury Bills, Commercial Pa-
per, and Certificates of Deposit.

Equity Shares, Preference Shares,
Debentures, and Bonds.

3. Major Participants Central banks, commercial bank-
ing networks, and financial insti-
tutions.

Retail investors, mutual funds,
brokers, and corporate entities.

4. Liquidity and Risk Highly liquid with minimal de-
fault risk.

Lower direct liquidity and com-
paratively higher financial risk.

Final Answer: Money market is for short-term funds; capital market handles long-term investments

Answer: (See Above)
Go Back to Question 40
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Q41.

Solution
Concept: Effective marketing mix combinations utilize tangible product utility and pricing
strategies, backed by professional in-person salesmanship at retail locations.
Alternative (a): Product and Price Elements Solution:

Step 1: Product Element: Refers to the physical bundle of utilities, design features, branding, and
packaging offered to consumers. ;Example: An automobile company designing an electric
SUV with a long-range battery and eco-friendly leather interiors.

Step 2: Price Element: The economic value or monetary compensation a customer pays to obtain
the product. Example: Setting a premium base price of $45,000 with flexible financing
options to signal high quality.

Step 3: Strategic Alignment: Aligning product features with an appropriate pricing strategy
ensures consumer adoption and market competitiveness.

Alternative (b): Qualities of a Good Salesperson Solution:

Step 1: Physical Qualities: Maintaining a neat appearance, a pleasant disposition, and high energy
levels during long customer interactions.

Step 2: Psychological Qualities: Displaying genuine empathy, patience, active listening skills, and
self-confidence to understand client needs.

Step 3: Technical and Product Knowledge: Having a thorough understanding of product specifi-
cations, uses, warranties, and competitive advantages.

Step 4: Communication Skills: Communicating clearly and persuasively to address customer
objections and close deals effectively.

Answer: (See above)
Go Back to Question 41
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Q42.

Solution
Concept: Channels of distribution act as the physical pathways and organizational networks that
transfer finished consumer items from manufacturing centers to final consumers.
Solution:

Step 1: Direct Channel (Zero Level): The producer sells directly to consumers without any
middlemen. This approach provides maximum control but requires substantial local
logistics.

Step 2: One-Level Channel (Producer→Retailer→Consumer): Commonly used for perishable
or high-value goods, where manufacturers sell directly to major retail chains.

Step 3: Two-Level Channel (Producer → Wholesaler → Retailer → Consumer): The traditional
network for mass-distributed consumer goods, where wholesalers break bulk for local
retailers.

Step 4: Three-Level Channel (Producer → Agent → Wholesaler → Retailer → Consumer):
Used when entering distant geographic markets, where regional agents help distribute
products to wholesalers.

Final Answer: Channels range from zero-level direct sales to multi-level intermediary structures

Answer: (See Above)
Go Back to Question 42
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Q43.

Solution
Concept: Upstream wholesalers support manufacturing efficiency, while modern multiple shops
use centrally managed retail networks to reach consumer markets.
Alternative (a): Features of Multiple Shops (Chain Stores) Solution:

Step 1: Centralised Management: A single parent company owns and operates all retail branches,
directing corporate procurement and pricing centrally.

Step 2: Standardised Appearance: Every storefront features uniform branding, interior layouts,
window displays, and color schemes to drive brand recognition.

Step 3: Cash-and-Carry Policy: Transactions are handled strictly on a cash-only basis, eliminating
bad debt risks and minimizing administrative accounts overheads.

Step 4: Elimination of Middlemen: The manufacturing parent firm ships merchandise directly to
its branches, cutting out wholesale intermediaries.

Alternative (b): Services of Wholesalers to Manufacturers Solution:

Step 1: Facilitating Large-Scale Production: By placing massive bulk orders, wholesalers allow
factories to run continuous production lines and achieve economies of scale.

Step 2: Bearing Financial Risks: They absorb the risks of inventory depreciation, theft, storage
spoilage, and shifting market demand.

Step 3: Warehousing and Logistics Support: Wholesalers collect and hold goods in regional
distribution hubs, reducing the manufacturer’s storage burdens.

Step 4: Market Feedback Collection: They gather immediate market trend data from retail
channels and share it with manufacturers to help guide production.

Answer: (See above)
Go Back to Question 43
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Q44.

Solution
Concept: Export operations follow a structured legal and logistical sequence to ensure trade
compliance, safe cross-border transport, and secure payment settlement.
Solution:

Step 1: Receipt of Enquiry and Sending Indent: Processing the buyer’s product enquiry and
issuing a detailed proforma invoice detailing pricing and terms.

Step 2: Credit Verification and Letter of Credit: Securing a Letter of Credit from the importer’s
bank to eliminate non-payment risks before production begins.

Step 3: Obtaining Export License and Production: Registering with trade bodies, securing an
export license, and manufacturing or procuring the goods.

Step 4: Pre-shipment Inspection and Customs Clearance: Completing quality checks, securing
a certificate of origin, and routing cargo through port customs with a shipping bill.

Final Answer: Exporting requires strict compliance, customs clearance, and secure payment
validation

Answer: (See Above)
Go Back to Question 44
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Q45.

Solution
Concept: Self-employment provides a practical path to financial independence for educated youth,
though small business operators face distinct operational challenges.
Alternative (a): Self-Employment and Importance for Youth Solution:

Step 1: Meaning: Self-employment is an economic arrangement where an individual creates their
own livelihood by starting a business or trade, rather than working for an employer.

Step 2: Reduces Job Dependency: It offers an alternative to traditional corporate roles, helping
tackle educated unemployment in competitive markets.

Step 3: Promotes Specialized Skills: Allows young professionals to monetize technical skills in
areas like software development, consulting, or specialized trades.

Step 4: Drives Local Job Creation: As these small ventures grow, they hire additional staff,
creating new employment opportunities within the community.

Alternative (b): Problems Faced by Small Self-Employed Persons Solution:

Step 1: Limited Access to Capital: Small operators often struggle to secure traditional bank credit
due to a lack of collateral, forcing them to rely on expensive informal loans.

Step 2: Intense Market Competition: Facing large corporate brands with massive advertising
budgets makes it difficult to maintain market share.

Step 3: Lack of Operational Infrastructure: Limited access to modern warehousing, distribution
tools, and digital supply chain systems.

Step 4: Vulnerability to Market Shifts: Small businesses have thinner margins, making them
highly vulnerable to economic downturns or policy changes.

Step 5: Administrative Burden: Handling all procurement, sales, marketing, and legal compliance
independently strains limited human resources.

Answer: (See above)
Go Back to Question 45
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Q46.

Solution
Concept: Modern business models use secure digital systems to automate transactions, expand
market access, and make purchasing more convenient for buyers and sellers.
Solution:

Step 1: Meaning of Modern Business: Refers to conducting business activities through digital
networks, internet storefronts, and electronic communication channels.

Step 2: Advantages to Buyers: Provides 24/7 access to global marketplaces, allows for easy price
comparisons, and delivers products directly to the consumer’s doorstep.

Step 3: Advantages to Sellers: Lowers overhead costs by reducing the need for prime retail spaces,
automates order tracking, and provides access to international customer bases.

Step 4: Data Insights: Enables businesses to track customer buying habits and preferences in real
time, allowing for highly targeted marketing.

Final Answer: Modern e-commerce maximizes speed, cuts costs, and expands market reach

Answer: (See Above)
Go Back to Question 46
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Q47.

Solution
Concept: Corporate social responsibility balances internal and external stakeholder welfare, while
structured consumer protection frameworks protect the public from market exploitation.
Alternative (a): Social Responsibility towards Employees and Consumers Solution:

Step 1: Responsibility towards Employees: Providing competitive compensation, maintaining
safe and sanitary workplaces, and respecting labor rights.

Step 2: Professional Growth: Offering continuous skill development and fair promotion tracks to
improve employee morale and retention.

Step 3: Responsibility towards Consumers: Supplying unadulterated, high-quality products at
reasonable prices, backed by transparent labeling and reliable customer service.

Step 4: Ethical Marketing: Avoiding misleading advertising or deceptive pricing practices that
exploit consumer trust.

Alternative (b): Need for Consumer Protection in India Solution:

Step 1: Preventing Market Malpractices: Protecting consumers from widespread issues like
product adulteration, deceptive weights, and hazardous merchandise.

Step 2: Addressing Information Asymmetry: Rebalancing the market by ensuring consumers
receive clear, accurate information regarding complex modern goods.

Step 3: Organising Unorganised Consumers: Providing a legal framework to protect individual,
unorganized buyers from exploitation by large corporations.

Step 4: Providing Legal Redressal: Offering accessible consumer courts to resolve grievances
and issue compensation quickly.

Answer: (See above)
Go Back to Question 47
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Q48.

Solution
Concept: Leadership styles run along a continuum from centralized, leader-focused control to
decentralized, employee-led autonomy.
Solution:

Step 1: Autocratic Leadership Style: The leader retains all decision-making authority, issues
top-down commands, and expects immediate compliance without consulting subordinates.

Step 2: Autocratic Merits and Limitations: It enables rapid decision-making during crises, but
often lowers team morale and stifles employee initiative.

Step 3: Democratic Leadership Style: The leader encourages group participation and consults
with subordinates before finalizing action plans.

Step 4: Democratic Merits and Limitations: Boosts employee job satisfaction and improves
decision quality, but can introduce delays during urgent situations.

Step 5: Free-Rein Leadership Style: The leader grants full autonomy to the team, allowing
members to set goals and resolve operational problems independently.

Step 6: Free-Rein Merits and Limitations: Fosters high creativity and professional development
among skilled experts, but can lead to coordination issues if the team lacks direction.

Final Answer: Matching leadership styles to situational needs optimizes team performance

Answer: (See Above)
Go Back to Question 48
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Q49.

Solution
Concept: Firms evaluate capital sources based on risk and control, utilizing analytical financial
tools to monitor performance and guide strategic planning.
Alternative (a): Long-Term Sources of Finance Solution:

Step 1: Equity Shares: Permanent risk capital that grants voting rights to investors without creating
a fixed dividend liability for the firm.

Step 2: Preference Shares: Hybrid capital that offers a fixed dividend rate and takes priority during
asset liquidations over common equity.

Step 3: Debentures: Secured long-term debt instruments carrying fixed interest obligations that
must be paid regardless of company profitability.

Step 4: Retained Earnings: Internal funding created by accumulating and reinvesting undistributed
corporate profits back into operations.

Step 5: Term Loans: Fixed-maturity loans from commercial banks or financial institutions,
typically secured against the firm’s tangible assets.

Alternative (b): Financial Statement Analysis Tools Solution:

Step 1: Definition: The process of reviewing a firm’s financial statements to assess its liquidity,
profitability, operational efficiency, and long-term solvency.

Step 2: Ratio Analysis: Mathematical ratios that evaluate the relationships between line items,
such as the Current Ratio for liquidity or Return on Equity for profitability.

Step 3: Comparative Statements: Placing line items from different periods side-by-side to track
absolute and percentage changes in performance over time.

Step 4: Trend Analysis: Examining financial changes over several consecutive periods to identify
long-term trajectories and forecast future performance.

Step 5: Strategic Value: These tools help external lenders evaluate credit risk and guide internal
management in strategic capital allocation.

Answer: (See above)
Go Back to Question 49
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Q50.

Solution
Concept: Marketing has evolved from a focus on production capacity and aggressive selling
toward a consumer-centric paradigm that prioritizes customer satisfaction and social responsibility.
Solution:

Step 1: Definition of Marketing: The social and managerial process of identifying, creating, and
exchanging valuable products and services to satisfy consumer needs.

Step 2: Production Concept: Assumes consumers prefer inexpensive, widely available products,
focusing management on mass production and lowering costs. Example: Henry Ford
mass-producing the uniform Model T.

Step 3: Product and Selling Concepts: Shifting focus to product quality and innovation, followed
by the selling concept, which uses aggressive advertising to move factory inventory.

Step 4: Marketing Concept: Focuses on identifying customer needs early and aligning the
organization’s resources to deliver superior satisfaction. Example: Smartphone brands
designing custom software features based on user feedback.

Step 5: Societal Marketing Concept: Extends the marketing concept by balancing customer
satisfaction with long-term ecological sustainability and public welfare. Example: A
consumer goods firm using biodegradable packaging and donating a portion of profits to
local reforestation efforts.

Final Answer: The societal marketing concept balances corporate profits, customer needs, and
public welfare

Answer: (See Above)
Go Back to Question 50
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Q51.

Solution
Concept: A firm’s strategy is continuously shaped by its external environment, requiring
adaptations to digital workflows and broader social and economic trends.
Alternative (a): Business Environment and Dimensions Solution:

Step 1: Meaning: The sum total of all external factors, forces, institutions, and conditions that lie
outside the firm’s direct control but influence its performance.

Step 2: Economic Dimension: Factors like inflation rates, interest trends, GDP growth, and
disposable income levels. Example: A rise in interest rates increasing borrowing costs for
new expansion projects.

Step 3: Social Dimension: Shifting demographics, cultural values, lifestyle trends, and consumer
ethics. Example: Growing health consciousness driving consumer demand for organic food
items.

Step 4: Technological Dimension: Innovations, digital automation, and new manufacturing
processes. ;Example: Traditional retail businesses adopting e-commerce options to prevent
market share losses.

Step 5: Political and Legal Dimensions: Political stability, trade policies, and statutory frameworks
like labor laws or safety regulations. Example: Strict electronic data privacy mandates
requiring firms to upgrade their cybersecurity protocols.

Alternative (b): e-Business vs. e-Commerce and Operational Impact Solution:

Step 1: Definition: e-Business covers all internet-enabled commercial operations, including
manufacturing management, inventory control, and procurement, whereas e-Commerce
refers specifically to buying and selling products online.

Step 2: Scope Comparison: e-Business is a broader term that encompasses e-commerce as one of
its customer-facing subcomponents.

Step 3: Supply Chain Integration: e-Business links production schedules directly with supplier
networks, automating inventory restocks and minimizing storage costs.

Step 4: Operational Efficiency: Digitizing workflows eliminates manual paperwork, shortens
transaction cycles, and reduces administrative errors.

Step 5: Customer Relationship Management: Provides customer support teams with instant
access to transaction histories, helping resolve service issues quickly.

Answer: (See above)
Go Back to Question 51
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Answer Key

Q Ans Q Ans Q Ans Q Ans Q Ans
1 B 2 A 3 B 4 A 5 C
6 A 7 B 8 B 9 C 10 A
11 A 12 B 13 A 14 A 15 B
16 A 17 A 18 A 19 C 20 B
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