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Marking Scheme –  ENTREPRENEURSHIP  (SUBJECT CODE 066) 

(PAPER CODE –   98   ) 
General Instructions: - 
 

1. You are aware that evaluation is the most important process in the actual and correct 
assessment of the candidates. A small mistake in evaluation may lead to serious 
problems which may affect the future of the candidates, education system and teaching 
profession. To avoid mistakes, it is requested that before starting evaluation, you must 
read and understand the spot evaluation guidelines carefully. Evaluation is a 10-12 
days mission for all of us. Hence, it is necessary that you put in your best efforts 
in this process. 

2. Evaluation is to be done as per instructions provided in the Marking Scheme. It should 
not be done according to one’s own interpretation or any other consideration. Marking 
Scheme should be strictly adhered to and religiously followed. However, while 
evaluating, answers which are based on latest information or knowledge and/or 
are innovative, they may be assessed for their correctness otherwise and marks 
be awarded to them. 

3. The Head-Examiner must go through the first five answer books evaluated by each 
evaluator on the first day, to ensure that evaluation has been carried out as per the 
instructions given in the Marking Scheme. The remaining answer books meant for 
evaluation shall be given only after ensuring that there is no significant variation in the 
marking of individual evaluators.  

4. If a question has parts, please award marks on the right-hand side for each part. Marks 
awarded for different parts of the question should then be totaled up and written in the 
left-hand margin and encircled.  

5. If a question does not have any parts, marks must be awarded in the left hand margin 
and encircled. 

6. If a student has attempted an extra question, answer of the question deserving more 
marks should be retained and the other answer scored out. 

7. No marks to be deducted for the cumulative effect of an error. It should be penalized 
only once. 

8. A full scale of marks 0-70 has to be used. Please do not hesitate to award full marks if 
the answer deserves it. 

9. Every examiner has to necessarily do evaluation work for full working hours i.e. 8 hours 
every day and evaluate 25 answer books per day. 

10. Ensure that you do not make the following common types of errors committed by the 
Examiner in the past:- 
 Leaving answer or part thereof unassessed in an answer book. 
 Giving more marks for an answer than assigned to it. 
 Wrong transfer of marks from the inside pages of the answer book to the title page. 
 Wrong question wise totaling on the title page. 
 Wrong totaling of marks of the two columns on the title page. 
 Wrong grand total. 
 Marks in words and figures not tallying. 
 Wrong transfer of marks from the answer book to online award list. 
 Answers marked as correct, but marks not awarded. (Ensure that the right tick mark 

is correctly and clearly indicated. It should merely be a line. Same is with the X for 
incorrect answer.) 

 Half or a part of answer marked correct and the rest as wrong, but no marks 
awarded.  
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11. While evaluating the answer books if the answer is found to be totally incorrect, it should 
be marked as (X) and awarded zero (0) Marks. 
  

12. Any unassessed portion, non-carrying over of marks to the title page, or totaling error 
detected by the candidate shall damage the prestige of all the personnel engaged in the 
evaluation work as also of the Board. Hence, in order to uphold the prestige of all 
concerned, it is again reiterated that the instructions be followed meticulously and 
judiciously. 
 

13. The Examiners should acquaint themselves with the guidelines given in the Guidelines 
for spot Evaluation before starting the actual evaluation. 
 

14. Every Examiner shall also ensure that all the answers are evaluated, marks carried over 
to the title page, correctly totaled and written in figures and words. 
 

15. The Board permits candidates to obtain photocopy of the Answer Book on request in an 
RTI application and also separately as a part of the re-evaluation process on payment of 
the processing charges.  
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 1

1. What is meant by a ‘business opportunity’? 1 

Ans. It is  an economic idea which can be implemented to create a business 
enterprise and earn profit. 

 

OR What is meant by ‘idea fields’? 1 

Ans. Idea Fields can be described as 'Convenient frames of reference for 
streamlining the process of generation of ideas’. 

1 

2. Differentiate between a ‘logo’ and a ‘tagline’. 1 

Ans. Logo Tagline 
It can be any distinctive design, mark, 
sign which stands associated with the 
entrepreneur's offering. 

These are basically simple but 
powerful messages that help to 
communicate an enterprise's goals, 
mission, distinct qualities.  

It can be vocalized  It cannot  be vocalized 
It is an identifying symbol for a 
product or business. 

It is a small amount of text which 
serves to clarify a thought 

( Any Two points) 
 

½+ ½ =1 

3. ‘ First School Ltd’. is an acclaimed infrastructure development company. It 
designs the buildings for educational institutions in a unique way to give the 
maximum benefits of nature to the different stakeholders in the institution. 
Generally, the buildings have been designed by them in such a way that during 
the day maximum sunlight is utilized and solar panels conserve solar energy for 
the rest of the day. This helps to conserve electricity and reduce the electricity 
bill. 
Identify the type of value added by ‘First School Ltd.’. 

1 

Ans. Environmental added Value 1 

4. Name any two key aspects of financial decision-making. 1 

Ans. 
 
 
 

 

I. Investment 
II. Financing 

III. Dividends  
( any two )  

½ x 2 = 1 
 
 
 

 
OR Give the two forms of budgeting process. 1 
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 2

Ans. Two forms of budgeting process are: 

(a) Traditional budgeting 
(b) Zero – based Budgeting 

½ x 2 = 1 
 

5. Name the specialized financial institution that was incorporated by a special Act 
of Parliament to provide medium and long term credit to eligible industrial 
enterprises in the corporate sector, particularly to those industries to which 
banking facilities are not available. Also state any one of its objectives, other 
than the one mentioned above. 

1 

Ans. Industrial Finance Corporation of India. 
Objectives : ( any one ) 

a) The period of credit can be as long as 25 years and should not exceed 
that period. 

b) To grant credit to a single concern up to a maximum amount of rupees 
one crore. This limit can be exceeded with the permission of the 
government under certain circumstances. 

c) Guarantee loans and deferred payments. 
d)  Underwrite and directly subscribe to shares and debentures issued by 

companies. 
e)  Assist in setting up new projects as well as modernization of existing 

industrial concerns in medium and large scale sector, and 
f) Assist project under co-operatives and in backward areas. 

½ + ½ = 1 

6. Apart from verbal information from the customers, wholesalers, retailers, 
distributors and consultants, state any other four sources of collecting 
information for scanning the environment. 

2 

Ans. a) Records of companies  
b)  Government publications 
c)  Publications by various financial institutions  
d)  Formal studies conducted by strategic planners 

(In case the examinee has mentioned any other correct source , he/she  
should be  awarded full marks ) 

½ x 4 = 2 

OR 
 

State the two basic qualities of a successful entrepreneur. 2 

Ans. a) Identification of business opportunity in the environment  
b) Initiating steps to produce and sell goods and services to make the best 

use of that opportunity. 

(In case the examinee has mentioned any other  suitable quality , he/she  
should be  awarded full marks ) 

1+1 = 2 
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7. Yash was not too keen to take up his family run business of making bamboo 
baskets. But due to the bad condition of the family business he had no option 
except to take up this business. He started thinking about the new ways of 
using bamboo. One day while having lunch in a restaurant he overheard the 
owner talking about the difficulty in disposing the plastic and thermacol 
crockery that was being used in the restaurant. This provided him the stimulus 
for a new venture creation. Yash started looking into various options of making 
bamboo plates which could be used in the restaurants. He discussed the idea 
with his father who advised Yash that ideas should lead to commercially viable 
forms in order to survive and grow. 
Identify and explain the concept discussed in the above situation. 
 

2 

Ans. Creativity  
It is the first stage in the process of innovation, providing the stimulus for 
opportunity discovery and new venture creation. 

1+1=2 

8. Why is it important for an entrepreneur to do break – even analysis? 2 

Ans. The calculation of BEP is quite useful for the entrepreneur as it helps in 
assessing: ( any two ) 
1) The minimum level of output to be produced. 
 2) The effect of change in quantity of output upon the profits.  
3) The selling price of the product.  
4) The profitable options in line of production. 
 5) It helps in determining how many units must be sold or how much sales 
volume must be achieved in order to break–even. 
6)  It helps to indicate the volume of sales needed to cover total variable and 
fixed expenses by the new enterprise.      
 

1+1=2 

OR Why is a company called an ‘artificial person’? 2 

Ans. A company is created by law.  
Though, it has no body and no conscience, it still exists as a person, having a 
distinct personality of its own.  
Because like a human being it can buy, sell and own property, sue others, be 
sued by others, therefore its called as an artificial person.                                                                                           
 

1+1=2 

9. Kamal Ltd. are manufactures of textiles, having their plant in Surat, a city of 
Gujarat. Vastra Ltd. are the manufactures of readymade garments and sell their 
products throughout the country. They also export their products to America 
and European countries. Vastra Ltd. source their textiles from Kamal Ltd. The 
management of the two companies decided to merge to have economies of 
large scale production. 
(a) Identify the type of merger entered into by Kamal Ltd. and Vastra Ltd. 
(b) Also, explain a type of merger other than the one identified in (a) above. 

2 
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Ans. a) Vertical Merger 
b) (any one) 

Conglomerate: A merger between firms that are involved in totally 
unrelated business activities.  
Horizontal merger: A merger occurring between companies in the same 
industry.  
Market extension mergers: A market extension merger takes place 
between two companies that deal in the same products but in separate 
markets. 
Product extension mergers: A product extension merger takes place 
between two business organizations that deal in products that are 
related to each other and operate in the same market.  

1 + 1 = 2 

10 Abhiraj Ltd. an Indian company, started functioning in 1999 and was registered 
under the companies Act, 1956. The Securities and Exchange Board of India 
performed one of its functions and conducted investigations against Abhiraj 
Ltd. The investigations resulted into the fact that the company did not follow 
the proper procedure. Therefore the Securities and Exchange Board of India 
imposed penalty upon the company. 
(a) Identify the function being performed by the Securities and Exchange Board 
of India (SEBI). 
(b) Can Abhiraj Ltd. appeal against SEBI’s decision? If yes, where? 

2 

Ans. a) Quasi Judicial and Quasi Executive 
b) Yes, Abhiraj Ltd. can appeal against SEBI’s decision to Securities 

Appellate Tribunal 

½ + ½ =1+ ½ 
+ ½ = 1 

11. Explain the process of transformation of an idea into a viable opportunity with 
the help of a diagram. 

3 

Ans While the initial spotting of ideas (i.e., basic idea) is of a random nature, the 
development of ideas after scanning the environment (i.e., post scanning) idea 
is a more purposeful activity. All basic ideas have to undergo a vigorous process 
of examination, evaluation, analysis and synthesis to identify viable 
opportunities. This process of a basic idea becoming an opportunity is shown in 
the diagram below: 

 

1+2=3 
1 mark for 

diagram + 2 
marks for 

explanation 

OR Explain the first three steps in the process of idea and opportunity assessment. 3 

Ans a) Product identification:  See whether the product is already available in 
the market or not. If so, then identify the reason for introducing the 

1+1+1=3 

Processing 

skills 

competencie
s 

knowledge 

Idea 

opportunity 

Creative 
Thinking 
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same product or service in the market.  
b) Application and use:  Ideas should be examined for their real life use 

and application. If already existing in the market, find out its present 
use, and modify it for better use.  

c)  Level of operation: Depending on the use of the product/service the 
entrepreneur will produce it in a cottage industry or a small-scale 
industry or a large-scale industry. 
( In case the examinee gives correct explanation without the heading, 
full marks should be awarded)  

12 What is meant by ‘Analysis of Environment’? State any four sources of 
collection of information for environmental scanning. 

3 

Ans. Environment analysis is the process of monitoring the economic and non-
economic environment, to determine the opportunities and threats to an 
organisation. 
Several sources of information include: ( Any four ) 
 a) Verbal information from customers, wholesalers, retailers, distributors, 
consultants, etc. 
 b) Records of companies  
c) Government publications  
d) Publications by various financial institutions 
e) Formal studies conducted by strategic planners. 

1+2=3 

13 Prerna is a sole proprietor. Over the past decade, her business has grown from 
operating a neighbourhood corner shop, selling accessories such as artificial 
jewellery, bags, hair clips and nail art to a retail chain with three branches in 
the city. Although she looks after the varied functions in all the branches, for 
better management of the business she is thinking to convert her sole 
proprietorship into some other form of business. She also has plans to open 
branches countrywide. However, she is afraid of the fact that in case the 
business incurs losses, her personal property may be called upon to pay the 
business debts. She is also feeling that she may not be able to effectively 
manage a large business because of her deteriorating health. 
(a) Identify and explain the features of sole proprietor business highlighted in 
the above case. 
(b) Also suggest to her the form of business organization which will help her in 
continuing her business, stating reason in support of your answer. 

3 
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Ans. (a) 1. Unlimited liability: The proprietor is liable/responsible for all losses 
arising from business.  
2. Individual management and control:  All affairs are managed and controlled 
by the sole proprietor.  
3. Individual ownership: This business is exclusively owned by a single person 
 
(b) Joint stock company  
Benefits ( any two)  

1. Limited liability- The liability of the shareholders of a company is 
normally limited to the amount of shares held or guarantee given by 
them. 

2. Diffusion of ownership and management- Entrepreneur should clearly 
understand there exists separation of ownership from management.  

3. Number of members Private company: Minimum required members : 2 
Maximum members : 50 (excluding employees) Public company: 
Minimum requirement : 7 Maximum number : No limit 

1½+1½ =3 

14 What is meant by ‘goal setting’ ? S.M.A.R.T goals help the businesses to go 
beyond the realm of goal setting into an actionable plan for results. What do A 
and S stand for? Describe the two. 

3 

Ans.  "Establishing short or long term objectives, usually incorporating deadlines and 
quantifiable measures." 
Attainable: Small businesses can set goals beyond reach. No one has ever built 
a multi–crore business overnight. 
Specific : Goals based on time period can be set. 

1+2=3 

OR What is meant by ‘skimming pricing method’ ? State any two advantages and 
any two disadvantages of skimming pricing method. 

 

Ans. In case of Skimming price , goods are sold at higher prices so that fewer sales 
are needed to break even. 
Advantage :  
1. Price skimming helps the company in recovering the research and 
development costs which are associated with the development of a new 
product.  
2. If the company caters to consumers who are quality conscious rather than 
price conscious, then this type of strategy can work in a great way for a 
company. 
Disadvantages of skimming price ( any Two )  
1. This strategy can backfire if there are close competitors. 
2. Price skimming is not a viable option when there are strict legal and 
government regulations regarding consumer rights.  
3. If the company has history of price skimming then consumers will never buy 
a product when it is newly launched, they would rather wait for a few months 
and buy the product at lower price. 

1+1+1=3 
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15 Beta Ltd. is a steel manufacturing company having its headquarters at Mumbai. 
It is the tenth largest steel manufacturing company of the world. Gama Ltd. are 
also steel manufacturers with their headquarters in Rangoon, the capital of 
Myanmar. For a long period the company (Gama Ltd) had been facing workers 
unrest and it decided to sell its business to an international bidder. The highest 
bid for this was made by Beta Ltd. for Rs. 10 lakh crores. Afterwards Beta Ltd. 
realized that the assets of Gama Ltd. were overvalued and liabilities were under 
– assessed and hence the price paid by them was higher. The employees of the 
two entities have different corporate cultures and styles of leadership which 
led to the problem of co-ordination. Ultimately Beta Ltd. had to close its 
business. 
(a) Identify the growth strategy adopted by Beta Ltd. 
(b) Quoting lines from the above paragraph, explain any two reasons for the 
failure of Beta Ltd. after it took over the business of Gama Ltd. 

3 

Ans a) Acquisition 
b) Reasons for failure of Beta Ltd : 

I. Unrealistic Price paid : The process of M&A involves valuation of 
the target company and paying a price for taking over the assets 
of the company. 
 Lines : “The assets of Gama Ltd. …………….higher.”       

II. Difficulty in the cultural integration: 
Every merger involves combining of two or more different 
entities. These entities reflect different corporate cultures, styles 
of leadership, differing employee expectations and functional 
differences. 
Lines: The employees ………….co-ordination  

1 for 
identifying + 
½ for 
quoting + ½ 
for 
reasoning  
 
1+1+1=3 

16 Aditya Bearings Ltd. are the manufactures and suppliers of ball bearings to fan 
manufacturing companies. The company requires 900 kg of wrought iron for its 
production process. The cost of placing each order is Rs. 50 and carrying cost is 
Rs. 100. Calculate Economic Order Quantity. 

3 

Ans Economic Ordering Quantity = 

EOQ =
𝟐 ×  𝑷 𝑿 𝑫

𝑪
  

  
Annual demand(D)= 900 kgs 
Order cost(P) = Rs. 50 
Annual carrying cost of 1 unit(C) = Rs. 100 
 

 EOQ = 𝟐 𝑿 𝟗𝟎𝟎 𝑿𝟓𝟎
𝟏𝟎𝟎

 

          = 30 kgs  
 

1+1½+ ½  
       =3 
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17 State any three functions of stock exchange. 3 

Ans Functions of Stock exchange are: ( any three ) 

1. Continuous and ready market for securities: It provides ready and 
continuous outlet for buying and selling of securities.  

2.  Facilitates evaluation of securities: It publishes price quotation of the 
shares of the companies that have been listed with them after thorough 
analysis of demand and supply position.  

3. Checks on brokers:  Stock exchanges control the activities of brokers 
and protect the investors from being deceived.  

4. Provides safety and security:  Activities of the stock exchange are 
controlled by the provisions of the Securities Control (Regulation) Act. 
Fraudulent practices stand checked effectively ensuring safety, security 
and justice in dealings.  

5. Regulates company management:  Listed companies have to comply 
with rules and regulations of concerned stock exchange.  

6.  Intensifying capital formation:  Stock exchange accelerates the process 
of capital formation through creating the habit of saving, investing and 
risk taking among the investing class by converting their savings into 
profitable, safe investments. 

7.  Facilitates raising of new capital:  Because of stock exchange the need 
for more capital by the existing companies is easily met out.  

8.  Facilitates public borrowing: It enables government to raise public debt 
easily and quickly.  

9. Facilitates healthy speculation: Excessive speculation is undesirable as it 
is dangerous to investors & the growth of corporate sector.  

10.  Serves as economic barometer:  Stock exchange indicates the state of 
health of companies and the national economy.  

11.  Facilitates bank lending: Banks offer loans to customers against 
corporate securities.  

1 x 3 = 3 

OR State any three points of importance of stock exchange from the viewpoint of 
investors. 

3 

Ans From the viewpoint of investors: ( any three ) 
 (a) Dissemination of useful information: Stock exchange publishes useful 
information regarding price lists, quotations, etc., of securities through 
newspapers and journals.  
 (b) Ready market: Persons desirous of converting their shares into cash may 
easily do so through a member of stock exchange.  
(c) Investors' interests protected: Stock exchanges formulate rules and 
regulations so that members may not exploit the investors.  
(d) Genuine guidance about the securities listed: The investors can safely 
depend upon the information provided by the stock exchanges.  

1 x 3 = 3 
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 9

(e) Barriers of distance removed: Stock exchange removes the barriers of 
distance with regard to securities listed there.  
(f) Knowledge of profit or loss on investments: By comparing the original 
amount invested and the price of securities on a particular day. 

18. Dhanwantri Ayurveda Ltd. (DAL) are the manufactures of soaps, detergents, 
dental care products, cosmetics, grocery products and even medicines based 
on Ayurveda. It has grown since its inception. The reasons for the growth and 
popularity of DAL can be attributed to the fact that it started its operations at a 
time when the Government in the country is moving towards making the 
country self-reliant. DAL is following government initiatives like ‘Make in India’ 
campaign. Government is promoting Ayurveda through the “Ayush Ministry” 
that promotes Yoga, Ayurveda and other traditional and complementary 
medicines. This gives DAL a huge boost as it itself claims to be an Ayuredic 
company. DAL’s input cost increases or decreases based on the taxation 
policies of the government. Implementation of Goods and Service Tax (GST) has 
benefited DAL as the genre of DAL is not taxable. With inflation rate increasing 
continuously, people are looking for cheaper and effective substitutes which 
are provided by the extensive range of products provided by DAL. The people of 
India are becoming more health conscious and want to consume organic 
products. The company focuses only on retailing in India through its own retail 
chain stores and also through online mode through its E-commerce website 
AyurPro. The detergent products of the company are non-polluting. The 
packing material used for the products is also bio degradable. DAL has a  
separate department to prosecute and get penalized those who misrepresent 
its brand and its name. 
Quoting lines from the paragraph, analyse the success of Dhanwantri Ayurveda 
Ltd. (DAL) on the basis of any four points of the PESTEL Model. 

4 

Ans On the basis of PESTEL model (Any four) 
Political- DAL’s input cost increases or decreases based on the taxation policies 
of the government. Implementation of Goods and Service Tax (GST) has 
benefited DAL as the genre of DAL is not taxable 
Economic - With inflation rate increasing continuously, people are looking for 
cheaper and effective substitutes which are provided by the extensive range of 
products provided by DAL. 
Social - The people of India are becoming more health conscious and want to 
consume organic products. 
Technological- Through online mode through its E-commerce website AyurPro. 
Ecological - detergent products of the company are non-polluting. The packing 
material used for the products is also bio degradable. 
Legal - DAL has a  separate department to prosecute and get penalized those 
who misrepresent its brand and its name. 

1 x 4 = 4 

19. “In spite of certain restrictions imposed on a private company, it enjoys certain 
privileges under the Companies Act and a substantial number of entrepreneurs 
prefer to form a private company.” Comment. 

4 
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Ans Inspite of certain restrictions imposed on a private company, it enjoys certain 
privileges under the Companies Act. A substantial number of entrepreneurs 
prefer to form a private company because of the following important privileges:  
(Any four) 
1) Only two members are required to form a private company. 
2) Only two directors are required to constitute the quorum to validate the 
proceedings of the meetings. 
3) Such company can file a statement in lieu of prospectus with the Registrar of 
Companies. 
4) It can commence its business immediately after incorporation. 
5) Holding of a statutory meeting or filing of a statutory report is required by a 
private company. 
6) A non-member cannot inspect the copies of the profit and loss A/c filed with 
the Registrar. 
7) Limit on payment of maximum managerial remuneration does not apply to a 
private company. 
8) Restrictions on appointment and reappointment of managing director do not 
apply. 
9) Maintaining of index of members is not required by a private company. 
10) Directors of the private company need not have qualification shares. 

1x4 = 4 

20. Explain any four advantages of franchising to a franchisee? 4 

Ans Advantages to the franchisee (Any four) 
1. Product acceptance 
2. Management expertise 
3. Capital requirements 
4. Knowledge of the market 
5. Operating and structural controls 
( ½ mark for heading and ½ mark for suitable explanation for each point)  

1 x 4 = 4 

OR Explain the different types of franchising. 4 

Ans. Types of franchising: 
1. Product franchise business opportunity.  
2. Manufacturing franchise opportunity.  
3. Business franchise opportunity ventures.  
4. Business format franchise opportunity. 
( ½ mark for heading and ½ mark for suitable explanation with suitable 
example) 

1 x 4 = 4 

21. Explain the following as methods of new issues : 
(a) Public issue; and 
(b) Rights issue 

4 

Ans a)  Public issue / going public: This involves raising of funds directly from the 
public through the issue of prospectus. When an entrepreneur offers shares to 
the public for subscription he/she is required to comply with all the restrictions 
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and formalities pertaining to the initial issues, prospectus drafting and launch. 
b)   Rights issue: Rights issue is a method of raising additional finance from 
existing shareholders by offering securities to them on pro-rata basis i.e. giving 
them a right to a certain number of shares in proportion to the shares they are 
holding. This method of issuing securities is considered to be inexpensive as it 
does not require any brokers, agents, underwriters, prospectus or enlistment, 
etc. 

OR What is meant by Capital Market? Why is it considered as the most important 
source of raising finance? 

4 

Ans Capital Market may be defined as an organised mechanism meant for effective 
and smooth transfer of money capital from investors to the entrepreneurs. 
Importance: 

1. Moblise the financial resources on a nation-wide scale. 
2. Secure the required foreign capital and knowhow to promote economic 

growth. 
3. Ensure effective allocation of mobilized financial resources. 

1 + 3 = 4 

22. Abhimanyu Industries Ltd. had a team of professionals and experts to draft a 
comprehensive yearly document with all the relevant details of internal and 
external elements in managing the venture. This document acts as a decision – 
making tool for the management. 
The Chief Executive Officer of the company always pays special focus on one 
element of this document that ensures the orderly flow of materials from raw 
state to finished product with a proper system of quality control, as according 
to him ‘work your plan’ is more important than ‘plan your work’. 

(a) Identify the ‘comprehensive yearly document’ being prepared by 
Abhimanyu Industries. 

(b) How is this plan a ‘decision-making tool’ for the management? 
(c) Identify the element that is the priority of the CEO of the company. 
(d) Why is the element as identified in (c) important? 

6 

Ans a) Business plan 
b) Business plans are decision-making tools: (any four)  

1) Describing all necessary inputs for the enterprise.  
2) Explaining the mode of utilization of the resources.  
3) Detailing the strategies for the execution of the project  
4) Outlining the desired goals  
5) Assessing market sensitivity and the profitability of the venture. 

c) Operational plan 
d) Importance : (any four) 
i) Ensuing orderly flow of materials in the manufacturing process from the 

beginning (raw state) to the end (the finished products)  

1 
½ x 4 =2 

 
 
 
 
 

1 
½ x4 = 2 
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ii) Facilitating continuous production, lesser work-in-progress, minimization 

of wastage. 
 iii) Co–ordinating the work of engineering, purchasing, production, selling 

and inventory management. 
 iv) Describing the flow of goods / services from production point to the 

consumers.  
v) Introducing a proper system of quality control  
vi) Undertaking the best and most economic production policies and 

methods. 
23. Aryan started a Super Specialty Store, ‘Sampada’. It’s products are sourced 

from hand-picked suppliers. These products are sold under Sampada’s own 
brand. Its promotion strategy is very specific and focuses on targeted groups of 
customers. The purpose of this promotion strategy is to develop the brand 
‘Sampada’ by creating awareness among the customers. To do this, Sampada’s 
Facebook and Twitter pages encourage two-way communication with 
customers. These social media channels provide a platform through which 
Sampada can interact with customers. It can then assess their opinions about 
the brand. 

a) Identify the promotion strategy adopted by Sampada. 
b) List the activities that are included in the strategy identified in (a) above 

for creating brand awareness. 
c) Also, explain the promotion strategies other than the one identified in 

(a) above. 
 

6 

Ans. A) Below-the-line 
B) Activities (any four) 
1. sponsorship  
2.  sales promotions  
3.  public relations 
4.   personal selling  
5. direct marketing 
C) Above-the-line, through-the-line ( suitable explanation desired) 

 
 

1 
+ (½x4) 

+ (1½x2)  
(1+2+3=6)     

OR ‘Handiwala’ is a biryani delivery chain having franchisee outlets all over the 
country. They started their operations in the country in the year 2012. Since 
Biryani is not a new item for Indian Kitchens, they knew that they had to face a 
lot of challenge from the competitors. Therefore, they decided to maintain 
highest quality standard to add new customers and retain the old. Their idea 
was to collect, manage and link customer information with the goal of 
marketing the products effectively. For this purpose they started offering lot of 
discounts when customers ordered online. They offered free home delivery in 
case the order execeeded Rs 500. They also offered to supply free-of-cost, the 

6 
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ordered items of biryani in case of a complaint. The company also spent a 
substantial amount in maintaining the database of all the customers. They were 
sure that through these initiatives they will be able to gain more market share. 

(a) Identify and explain this concept. 
(b) How is this concept used in the present day? 
(c) What is the impact of technology on this concept? 
(d) Enlist two benefits of this concept. 

Ans. a) Customer relationship management- It is the process of carefully 
managing detailed information about individual customers in order to 
manage loyalty. 

b) CRM solutions enable companies to provide excellent real-time 
customer service through the effective use of individual account 
information.  

c) With each new advancement in technology customer relationship is 
being managed electronically. Good CRM system will collect, manage 
and link information about the customer with the goal of letting market 
and sell services effectively. 

d) 1) Storing all the data from all departments in a central location gives 
management and employees immediate access to the most recent data 
when they need it.  
2) Departments can collaborate with ease  
3) View of all customer information, knowledge of what customers and 
the general market wants. 

2+1+1+2 = 6 

24. Parvesh has started a restaurant in a small town by the name of ‘Spices of India’ 
by spending Rs. 50,00,000. He invested Rs. 10,00,000 of his own and took a 
loan of 40,00,000 from State Bank of India @ 6% per annum. His monthly sales 
revenue is Rs. 20,00,000  and monthly cost of goods sold is Rs 10,00,000. He 
pays a monthly salary of Rs 200,000 to his employees. The GST rate is 18% 
Calculate  
(a) Return on Investment, and 
 (b) Return on Equity. 
 

6 

Ans. Equity                                  10,00,000 
Debts                                    40,00,000 
Capital employed               50,00,000 
 
 
Sales revenue                     
 (20,00,000*12)                                                  2,40,00,000 
Less Cost of goods sold 
(10,00,000*12)                                                   1,20,00,000 
                                                                              ------------------- 

2+2+2 
 = 6 
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Gross profit                                                         1,20,00,000 
Less fixed expenses              
(2,00,000*12)                       24,00,000 
Interest on loan 
(40,00,000 *6/100)               2,40,000                26,40,000 
                                                                           ---------------------- 
Net profit before tax                                            93,60,000 
Less tax@18%     (93,60,000*18/100)               16,84,800 
                                                                           ------------------------ 
Net profit after tax/ net income                         76,75,200 
                                                                           ------------------------ 
 
ROI = Net profit after tax/ capital employed *100 
    = 76,75,200/50,00,000 * 100    = 153.50% 
 
ROE = Net Income / Owner’s fund (equity) *100 
   = 76,75,200/ 10,00,000 *100     =767.52% 
Note: In case an examinee calculated ratios taking into consideration GST, full 
credit may be given. 

OR A hotel had varying number of guests during five weeks. The information 
regarding the number of guests and the average weekly billing is presented in 
the following table: 

Week  No. of Guests Average Billed Amount Rs.  
1 240 300 
2 120 410 
3 140 292 
4 160 442 
5 180 480 

(a) What is the ‘Unit of Sale’ and “Unit Price’ in this case? 

If the cost of goods sold or variable cost is 60% of the sales price, calculate the 
‘unit cost’ and the gross profit’. 

6 

Ans  
Week  No. of Guests Average Billed Amount 

Rs.  
Total Billed Amount 
Rs. 

1 240 300 72,000 
2 120 410 49,200 
3 140 292 40,880 
4 160 442 70,720 
5 180 480 86,400 
Total  840  3,19,200 

 

2(table)+ 
1+1+1+1= 6 
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a) Unit of sale = No. of customers = 840 
Unit price = total billed amount/no. of customers 
                  = 3,19,200/840 = 380 

b) Unit cost = 60% of Unit price  
                = 380x60/100 = 228 
Gross margin = Unit Price - Unit Cost 
                      = 380 – 228 = 152 
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    Marks  

Q. 1. 
 
 
 
 
 
 
 

What is meant by ‘sensing entrepreneurial opportunities’? 
Sensing entrepreneurial opportunities is thus a process of 
converting an idea into an opportunity and then into an 
enterprise. 
Or 
What is meant by ‘strategic positioning’? 
Strategic positioning means that knowledge, skills, competencies 
and creative thinking needed to develop an idea are backed by 
factors critical for market success. 

1 mark for 
correct meaning. 

Q. 2. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Differentiate between ‘umbrella branding’ and ‘individual brand 
name’. 
Umbrella 
Branding 

Individual Brand 
Name 

Entrepreneur can 
opt to use a 
common or 
successful family 
name for their 
several products. 
Either the 
entrepreneur's 
name or the 
company's name 
may be used for 
all the products. It 
is even referred as 
Umbrella 
branding. 
 

Here entrepreneur 
can choose distinct 
names for each of 
his offering, i.e. 
every product is 
promoted on the 
basis of a separate 
brand name. 

 
Or 
Why do marketers give a ‘name’ to their product or service? 
 
If products were sold by generic names, it would be very difficult 
for the marketers to distinguish their products from that of 
competitors.  

1mark for 
correct and 
complete 
difference. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 mark for 
correct reason. 

Q. 3. 
 
 
 

Since long ‘Milkman Diary’’ was into distribution of milk  through 
its milkmen  daily morning. With the change in times it started to 
sell its milk in terta packs to maintain hygiene of the product. Also, 
the surplus milk was converted into cheese and butter in its 

1 mark for 
correct 
identification 

  MARKING SCHEME- 2019 

(BVM/1) (PAPER CODE: 98/1)
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mechanized processing plant. Identify the value added.  
 
Quality added value 

Q. 4. 
 
 

State the importance of a ‘capital budget’ for an entrepreneur. 
 
The capital budget helps an entrepreneur figure out how much 
money he needs to put in place new equipment or procedures to 
launch new products or increase production or services. This 
budget estimates the value of capital purchases he needs for his 
business to grow and increase revenues. 
 
(To be assessed on the whole) 

1 mark for 
correct answer 

Q. 5. 
 
 
 
 

Karan was an entrepreneur. He always identified the opportunities 
and made strategies to capitalize on the opportunities at the earliest. 
He was running a restaurant. Now, he thought of converting it into a 
Holiday Resort with some sports facilities. He also wanted to start a 
rope-way as no recreational activity was available in nearby areas. 
He prepared a project report and identified that approximately Rs. 
3.5 crore is required for this.  
Identify and explain about the specialized financial institution Karan 
should approach to meet his financial requirements.  
 
TFCI- Tourism Finance Corporation of India helps in providing 
financial assistance to tourism related activities.  

½ mark for 
correct 
identification + 
½ mark for 
explanation = 1 
mark 

Q. 6. 
 
 
 
 
 
 
 
 
 

State the elements in innovation process 
 
OR 
 
State the steps in the creative process after ‘Idea Germination’. 
 

a. Analytical Planning- Carefully identifying the product or 
service, features, design and resources 

b. Resource Organisation- obtaining the required resources, 
materials, technology, human or capital resources 

c. Implementation- Applying the resources in order to 
accomplish and deliver the results 

d. Commercial Application- Provision of value to customers, 
reward employees and satisfy the stakeholders 

 
OR 
 
Preparation- On the basis of idea, interest and curiosity the 
entrepreneur starts looking for answers 
Incubation- This is the subconscious assimilation of information 
IIlumination- The period where the idea resurfaces in a realistic 
manner 

 
½ x 4= 2 marks 
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Verification- this is the testing stage.  
   

Q. 7. 
 
 
 
 
 
 
 
 
 
 
 
 

Ecobrick is a company manufacturing bricks using recycled plastics. 
They have collection centres in various strategic locations all over 
the city and citizens are encouraged to sell their plastic products in 
these centres. This will save the environment in the long run. Also, it 
will promote ideology of ‘swatch bharat’. It will generate good 
revenue for the company as it sources its raw materials from the 
general public from whom the used plastic products are a scrap. 
Identify and state any two macro environment factors affecting the 
environment in the above case.  
 
Ecological- concern over environmental factors 
Economic- it includes interest rates, inflation, business cycles, 
unemployment, disposable income, energy, availability and cost. 

½ mark for 
identification 
and ½ mark for 
statement.  

Q. 8. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Why is identifying the target market considered to be a tedious task? 
State any four reasons 
 
a) Deciding what the general market or industry entrepreneur 
wishes to pursue is based, on market research or industry 
analysis done and complied with by competent people or the 
entrepreneurs.  
b) Divide the market into smaller groups   
c) Select segment or segments to target. 
d) Develop a marketing plan integrating according to product, 
price, distribution, promotion. 
 
Or 
 
What is meant by Break even point? Why is it important for an 
entrepreneur to calculate Break-even point? State any four reasons. 
 
It is the point wherein the business in a position of no profit or 
no loss.  
Calculation of BEP is quite useful for the entrepreneur as it 
helps in assessing: 1) The minimum level of output to be 
produced. 2) The effect of change in quantity of output upon the 
profits. 3) The selling price of the product. 4) The profitable 
options in line of production. 

0.5 mark each 
for the four 
reasons. 
 
 
 
 
 
 
 
 
 
 
 
0.5 mark for 
four correct  
reasons. 
 
 
 
 
 
 
 

Q. 9. 
 
 
 
 

‘Keebock’ and ‘KT Shoes’ were two well known brands in the shoe 
industry in India. With advancement of technology, sophisticated 
machines were available in the market to increase the quality and 
quantity of shoes manufactured. Himanshu, who was running a shoe 
manufacturing business under the brand name ‘Keebock’, contacted 
KT shoes, to purchase a sophisticated German machine. KT shoes 
agreed and a new automatic machine was imported jointly by them 

½ mark each for 
quoting + ½ for 
identification 
and statement 
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from Germany for producing shoes with the latest technology. It not 
only enhances the quality and quantity of shoes manufactured but 
also, the goodwill of the business. They also hired a trainer from 
Germany to procure technical knowledge about the use of the 
machine.  
In the above para, a series of activities were done to create and build 
value to the shoes manufactured at every step and to improve 
company’s processes. Quoting the lines from the above para, state 
any two ways used by ‘Keebock’ and ‘KT shoes’ to improve 
company’s processes.  
 
  

a. ‘to purchase a sophisticated German machine’’- 
Technological development-use of technology to obtain a 
competitive advantage. 

b. ‘They also hired a trainer from Germany to procure 
technical knowledge about the use of the machine’- HR 
management- to recruit, train and develop the right 
people for the organization to be successful  

  
Q.10. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Manika ltd. an Indian company registered under the Companies Act, 
1956 started functioning in the year 2000. The company got a 
banking license in 2015 and the process of conversion from a non-
banking financial body into a bank started immediately. It came in 
news that two of its directors were charged with insider trading and 
misappropriation of the funds of the company. It severely affected 
the share prices of the company and the securities market. Securities 
Exchange Board of India ordered for an inquiry and on being the 
charges proved imposed heavy monetary penalty of Rs.5 crore on 
the company.  
 

(a) State the function being performed by SEBI 
(b) Where can Manika Ltd. Appeal against SEBI’s decision? 

What will be the way out if the appeal is not granted?  
 

(a) Quasi- executive and Quasi- Judicial 
(b) Securities Appellate Tribunal and Supreme court 

 
 

½ x 4 = 2 marks  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Q.11. 
 
 
 
 
 
 

How can an entrepreneur use an existing product or service as an 
idea field? Explain with an example. 
Change or improvement can come about in many ways. 
i. Change one’s own product or modify it to meet the 

current market requirements. 
ii. Bring about changes in the product which the 

competitor is selling and gain the market share with a 

 
 
 
1+1 marks + 1 
mark for 
example. 
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better version of an already existing product. 
 It must be done skillfully, or else other problems can arise. 

 
Perhaps you sell a skincare line and would like to change the 
ingredients around a little. Or maybe you run a math tutoring 
business and would like to expand into other subjects, like 
science or commerce.   
Example: (Any other suitable example to be considered) 
 
Or 
 
State any three ways by which basic ideas can be perceived and 
preserved for commercial use.  
 
a) Problems: When a problem exists, an idea leads to a solution 
to resolve that problem, it emerges as a business opportunity. b) 
Change: A change in social, legal, technological aspects etc. leads 
to new opportunities to start a business. 
 c) Inventions: New products or services leads to new business 
opportunities. 
 d) Competition: Competition often results in emergence of new 
and better ideas that result in new business opportunities.  
e) Innovation: Creating new things of value as well as new and 
creative processes that add value to the existing products or 
services. For example, computers to tablets. 
(Any three) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 mark each for 
3 sources. 

Q.12. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

‘I love New York’ printed T-shirts are commonly available in 
markets. Anantnag-based Samabeg wanted to see similar T-shirts 
that celebrate Kashmiri culture. For most of her life, 29-year-old 
Samabeg had lived outside Kashmir. Raised in the Middle East, she 
went to the US for her education. But she wanted to return to 
Kashmir to give back something to Kashmir society. For this she 
joined groups on the net working site ‘Kitter’ to see what people are 
buzzing about and also, about the latest trends. She also started 
talking to customers and propective customers on line. After doing 
on line surveys she launched ‘Koshur-wear’ an online brand that 
sells contemporary Kashmiri clothing and accessories.  

(a) Identify and explain the trend that helped Samabeg to set up 
‘Koshur-wear’. 

(b) Also, explain any other way which may help Samabeg to 
spot the trend.   

 
a. Talk trends 
They get involved in specific industry’s trade association and 
attending events both online and offline. They also take 
advantage of social networking tools like social network websites 
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and forums. They even start or join groups on the networks and 
see what people are buzzing about and about the latest trends. 
It's also important to talk to customers and prospective 
customers, both online and offline. 
They use social media or online surveys to get input on what 
customers are thinking, buying, craving and doing. They also 
use social network websites and forums to identify key 
influencers and trendsetters in their target markets.   
 
(b)1. Watch Trends (Any one) 
The entrepreneur spends some time simply watching and 
observing. Trade shows are a great place to get trend ideas, too 
even if they are not looking to buy product, they attend many 
shows simply to see what’s hot. 
 
2. Read trends 
They regularly read the leading publications and websites 
affecting their business. This could include industry 
publications, trade association sites, major newspapers, key 
business magazines, thought leaders and influential bloggers.  
 
3. Think trends 
As an entrepreneur begins gathering all these information 
regularly, they will start to develop a “trend-spotter mind.” As 
they absorb and mull about what they’ve read, heard and 
observed, they’ll start to make connections and observations that 
will lead to business-boosting insights.  

 
 
 
1 mark for 
identification+1 
mark for 
explanation+ 1 
mark for any 
other way of 
trend spotting. 

Q.13. 
 
 
 
 
 
Ans. 

Ashok was an entrepreneur. He prepared a plan for manufacturing a 
car with some unique features. He decided to set – up the 
manufacturing unit in a reputed industrial are of Gujarat where 
labour and the facilities for their training were available at a cheap 
rates. The plan also discussed about issues of long – term social 
welfare like arrangement for dumping and disposing of waste or 
emissions. He also decided that some components of the car would 
be imported from France. 
The above information describes an important component of a 
business plan. 

(a) Identify the component. 
(b) State three elements other than those discussed in the above 

para to be covered under this component. 
 
(a) Description of venture/business venture 
 
(b) (i)Raw material: Whether indigenous or imported, sources of 
supply etc. 
ii) Utilities: These include: power, fuel, water, gas, electricity, 

1 mark for 
identification+ 
0.5 mark each 
for the 4 factors 
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etc. Business plan needs to clearly state: (a) type of utilities 
required, (b) load sanctioned (c) sources and quality of water 
used quantum of coal, coke, oil etc. required and the suppliers of 
the same.  
iii.)Transport and communication system: Requirements for 
transportation and communication facilities, modes and means 
opted for, bottlenecks etc. are duly covered in by the business 
plan.  
iv) Production process: A mention of the process involved in 
production, the installed licensed capacity of the plant, the 
technology to be used, whether available locally or imported, 
shifts involved, needs to be present in the business plan. 
(Any three) 
(To be assessed as a whole) 

Q.14. 
 
 
 
Ans. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

S.M.A.R.T goals help the businesses to go beyond the realm of goal 
setting into an actionable plan for results. What does S,A and T stand 
for in the acronym S.M.A.R.T ?  
 
Specific: Great goals are well-defined and focused.  The moment 
you focus on a goal, your goal becomes a magnet, pulling you 
and your resources towards it. The more focused your energies, 
the more power you generate." 
 
Attainable: Check with your industry association to get a handle 
on realistic growth in your industry to set smart goals.   
 
 Time-Based: Business goals and objectives just don’t get done 
when there's no time frame tied to the goal-setting process. The 
business goal should choose a time-frame to accomplish the goal. 
 
Or 
 
Explain the rules for goal setting. 
 
Rules for goal setting:  

1) Business goals need to be relevant. To be relevant, a 
business goal has to be profitable in some fashion.  
 

2) Business goals need to be actionable. When setting 
business goals, we have to ensure that specific actions that 
can be performed and evaluated.  
 

3) Business goals need to be achievable stretches. The 
purpose of business goals is to move the businesses 
forward. 
 

1 mark for each 
element. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 mark for each 
rule 1*3 
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Q.15. 
 
 
 

‘Winber Motors Ltd.’ was a car dealer. It took over a car 
manufacturing plant ‘speedcart & Co. and started a new business in 
the name of ‘Uniquecart Ltd.’ to synergise and capture a major share 
of the market and to maximize their profits. Like their competitors, 
they decided to sell their cars through company appointed dealers 
(retailers) in various parts of the country. This type of distribution 
network will enable the company to retain control over the 
distribution process. 

(a) Identify and explain the type of expansion. 
(b) Also, explain the form of the type of expansion identified in 

(a) above. 
 

(a) External Expansion- External expansion refers to business 
combination where two or more concerns combine and 
expand their business activities.  

(b) Acquisition- It could be acquisition of control, leading to 
takeover of a company. It could be acquisition of tangible 
assets, intangible assets, rights and other kinds of obligations. 
They could also be independent transactions and may not 
lead to any kind of takeovers or mergers. 
 

 

1 for meaning+ 
2 for type and 
importance 

Q.16. 
 
 
 
 
 
 
 
Ans. 

Green Smiles Ltd. sells eco-friendly distemper paint pigment in 
many colour options. They sell 20000 units at the rate of Rs.100 per 
unit per month. It spends Rs.500 for placing one order and the cost 
of holding the stock is  Rs.50. Calculate Economic Ordering 
Quantity for Green Smiles Ltd. 
 
Economic Ordering Quantity 

=
𝟐 × 𝒂𝒏𝒏𝒖𝒂𝒍 𝒅𝒆𝒎𝒂𝒏𝒅 × 𝒐𝒓𝒅𝒆𝒓𝒊𝒏𝒈 𝒄𝒐𝒔𝒕 𝒑𝒆𝒓 𝒖𝒏𝒊𝒕

𝑪𝒂𝒓𝒓𝒚𝒊𝒏𝒈 𝒄𝒐𝒔𝒕 𝒑𝒆𝒓 𝒖𝒏𝒊𝒕
                                       

Thus as : annual demand (D) = 20000 kgs. 
              Order cost (P) = Rs. 500 
Annual carrying cost of 1 unit (C/i) = 50 

 EOQ = 
𝟐 × 𝟐𝟎𝟎𝟎 × 𝟓𝟎𝟎  

𝟓𝟎
  =  400 units. 

 
 
 
 
 
 
 
 
 
 
1 mark for 
formula+  
 
1.5 marks for 
working+ 
 
0.5 mark for 
final answer. 

Q.17. 
 

State any three features of Stock Exchange. 
 
Features of stock exchange : 
1) It is an association of persons which may be registered or 
unregistered.  

 1 mark for each 
feature. Any 
three. 
1+1+1 
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2)  It requires recognition from the Central Government.  
3) Stock exchange is a market, where securities of corporate 
bodies, government and semi-government bodies are bought and 
sold.  
4) It deals in second hand securities.  
5) It regulates trade in securities 
6) It allows dealings only in listed securities  
7) Transactions can be effected only through members 
8) Working as per SEBI guidelines  
9) It has a specific location  
10) They are the financial barometers and development 
indicators of national economy of the country.  
(Any three) 
 
OR 
 
What is meant by Capital Market? Explain its type 
 
Capital market may be defined as an organized mechanism 
meant for effective and smooth transfer of money capital or 
financial resources from the investors to the entrepreneurs.  
 
The two types are: Primary and Secondary market 
Primary market- It basically transfers resources from savers to 
the entrepreneurs who seek funds. 
Secondary market- deals with buying and selling of old 
securities.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 
 
 
½ for 
identification 
and ½ for 
explanation 
 
3 marks 

Q. 18. Suprabh was trained under ‘Skill – India – Programme’ and was 
carefully monitoring the environment for detecting early signs of 
opportunities. Under the ‘Skill – India – Programme’, he was 
sensitized about different uses of waste materials. He grabbed this 
opportunity and decided to use old newspapers and notebooks to 
prepare file covers for students with an art called ‘papermache’. He 
formulated plan of action to capitalize on the opportunities in the 
market. He decided to procure the raw materials from scrap dealers 
based in each locality to create a recyclable resource generation. 
This way he was not only able to contribute to the environment but 
was also able to improve the profits of his business. 
 
Quoting the lines from the above para, identify and explain the 
benefits Suprabh had by understanding the environment. 
 

i) ‘He grabbed this opportunity and decided to use old 
newspapers and notebooks to prepare file covers for 
students with an art called ‘papermache’.’ 

4 marks  
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Identification of opportunities to get first mover 
advantage: By keeping in touch with the changes in the 
external environment, an enterprise can identify 
opportunities and find strategies to capitalise on the 
opportunities at the earliest.     

 ii) Tapping useful resources: If the company has a thorough 
knowledge of the external environment, it can tap raw materials, 
technology and even financial resources from the market at 
economical prices, at the right time.  
 iii) Better performance: Proper understanding of the various 
elements of the external environment is necessary to take timely 
action to deal with threats and avail opportunities for the purpose of 
improvement in the performance of the firm.   
iv) Image building: If a company is sensitive to the external 
environment, it will come out with new products and services to 
meet the requirements of the customers. This would build the image 
or reputation of the firm in the eyes of the general public. For 
example, call–radio taxis with additional features like GPS systems, 
online booking etc. 

Q.19. 
 
 
 
 
 

Identify and explain formal statement of business goals with the plan 
for reaching those goals along with background, information about 
the organization and team attempting to reach those goals. How is 
this statement valuable to the entrepreneurs, customers, advisors and 
others who are trying to familiarize themselves with the venture, its 
goals and objective? Explain with the help of any six ways. 
 
 

 

Q.20. 
Ans. 

Explain how does franchising help Start-ups? 
 
1. Franchising help startups because already the product 
carriers a name in the market already which is the most difficult 
part of business to establish.  
2. Startups take up training to understand the product and 
franchisors make franchises fully conversant with the 
product/services that they have to offer.  
3. The start-ups can grow fast without having to increase labour, 
operating costs and blocking running expenses because normally 
buyers straight walk up to them.  
4. Franchisors' efforts to boast their franchises are always 
sincere, so there is no–clash of interest. 
 
OR 
 
Explain any four requirements for value chain management. 
 
Coordination and collaboration 

1 mark for each 
point 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 mark for each 
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Technology investment 
Organisational process 
Leadership 
Employee/human resources 
Organisational culture and attitudes 
 
(Any four points with explanation) 

point 

Q.21. 
 
 
 
 
 
 
 
 
 

With regards to ‘public issue’ as a source of finance, answer the 
following questions: 

i. Which type of enterprise can raise funds by ‘Public 
Issue’? 

ii. What is the benefit to an investor while investing in 
‘Public Issue’? 

iii. Despite many benefits, this source of finance has some 
additional obligations and reporting requirements. State 
any six such obligations and requirements.    
 

i. Public Limited Company 
ii. The reward investors seek is an appreciation of their 

investment and possibly dividends. 
iii. While there are benefits to going public, it also means 

additional obligations and reporting requirements 
such as:  
 Increasing accountability to public shareholders  
 Need to maintain dividend and profit growth trends  
 Becoming more vulnerable to an unwelcome 
takeover  
 Need to observe and adhere strictly to the rules and 
regulations by governing bodies  
 Increasing costs in complying with higher level of 
reporting requirements  
 Relinquishing some control of the company 
following the public offering  
 Suffering a loss of privacy as a result of media 
interest (Any 6) 
 

OR 
 
‘Besides providing continuous and ready market for securities, 
safety and security in dealings and regulating company’s 
management, stock exchange performs a number of functions in 
respect of marketability of different types of securities for investors 
and companies’. 
Explain any six functions of stock exchange other than those 
mentioned above.  
 

4 marks 
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Q.22. 
 
 
 
 
 
Ans. 

Nitin, Mohit and Palak are partners in a firm’NMP associates’. They 
have been carrying on stationary business successfully for last many 
years. This year Naveen, a vendor, supplied sub – standard paper 
which was not as per specifications. Because of this, the entire 
consignment to Singapore got rejected and the firm had to bear a big 
loss. All the partners approached a lawyer to file a case against 
Naveen. Lawyer told them that they could not file a case against 
Naveen. 

(a) Why were the partners not able to file a case against Naveen? 
(b) Describe the procedure the firm should follow to file a case 

in such a situation in future. 
 
 

 

Q.23. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Bimal Industries is a reputed company manufacturing ‘Dosa batter 
maker’ appliance or household use. It has its headquarters at Hampi. 
Since its inception, the company has been selling their appliances to 
southern parts of the country. It has now decided to create a 
distribution network in the North and West India too. The Managing 
Director Narayan Das Knew that though not many people buy this 
appliance but those who do, be made aware of the technicalities of 
the ‘Dosa batter maker’. This would further enhance image of the 
company in the eyes of the public. 

(a) Quoting the lines from the above case, identify the factors, 
which should be taken into account by Bimal Industries for 
selecting a distribution channel for their ‘Dosa batter maker’. 

(b) Also state one other consideration affecting each of the factor 
identified in (a) above.  

 

Q.24. Yashshree has opened a small shop selling shell jewellery and 
handicrafts, in Bengaluru in the name ‘ShilpOshell’ by spending 
Rs.6,00,000. She invested Rs.2,00,000 of her own money and took a 
loan of Rs.4,00,000 from State Bank of India @ 8% per annum. Her 
monthly sales revenue is Rs.3,00,000 and monthly cost of goods sold 
is Rs.75,000. She pays monthly salary of Rs.25,000 to her 
employees. Advertisement cost per month is Rs.15,000. Electricity 
and miscellaneous charges per month is Rs.10,000. The Goods and 
Service tax rate is 12%. 
You are required to calculate for Yashshree: 

(a) Return on investment    

(b) Return on Equity  
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Formula for calculating Return on Investment = 
 Net profit after tax (PAT)   × 100                                                                                                     
Capital Employed  
Calculation 
Equity 2,00,000  
Debt 4,00,000  
Capital employed 6,00,000  
   
   
Sales revenue (3,00,000 x 
12) 

36,00,000  

Less: cost of goods sold 
(75,000 x 12) 

  9,00,000  

Gross Profit 27,00,000 27,00,000 
Less: fixed expenses 
(50,000 x 12) 

   6,00,000  

Loan  
(4,00,000 x 8/100) 

      32,000  

 20,68,000 20,68,000 
Net profit before tax  6,32,000 
Less: Tax 18%  1,13,760 
Net profit after tax  5,18,240 

 
ROI = Net Profit after tax/capital employed × 100 
=5,18,240/6,00,000 × 100 
= 86.37% 
Return On Equity 
Formula = Earnings after tax / Equity × 100 
5,18,240/2,00,000 × 100  
= 259.12% 
 

 

 

 

 

 

Or 

KPCL Ltd. Manufactures variants of Green tea, namely Tulsi Green, 
Earlgray Green, Jasmine green. They sell tea in a packaging of 25 T-
bags in a corrugated box.  

 
1 mark for each 
formula  
 
2 marks for 
calculation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 mark each for 
final answer  
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From the following information, calculate: 

(a) Weighted average contribution 
(b) Overall break-even point in units 
(c) Product-wise break-even points in units 
(d) Break even point in rupees 

 
Total fixed cost = Rs. 14,80,000.  
 
Details Jasmine Green Earlgray 

Green 
Tulsi Green 

Sales price per 
unit (in 
rupees) 

100 80 50 

Variable cost 
per unit (in 
rupees) 

50 40 20 

Sales mix % 20 30 50 
 
 

 Jasmine 
Green 

Earlgra
y Green 

Tulsi 
Green 

Sales Price  
Per Unit 

Rs.100 Rs.80 Rs.50 

Variable 
cost per unit 

(-) 

Rs.50 Rs.40 Rs.20 

Contributio
n margin 

Rs.50 Rs.40 Rs.30 

Weighted 
average CM 
per unit 

50x 
20/100= 

10 

40x30/1
00= 

12 

30x50/
100= 

15 

 

Total Weighted average CM per unit  = 10+12+15=37 

Overall breakeven point= Fixed cost    = 14,80,000  = 40,000 
units                              Contribution             37 

                                          

Product-wise breakeven point= 
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Breakeven point of JG = 40,000x20% = 8000 units 

Breakeven point of  EG= 40,000x30% = 12,000 units 

Breakeven point of TG = 40,000x50% = 20,000 units 

Product 
units at 
breakeven 
point x 
selling 

8000 x 100 12,000 x 80 20,000 x 50 

Product wise 
BEP sales in 
Rupees 

Rs. 

8,00,000 

Rs. 
9,60,000 

Rs. 

10,00,000 
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