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Solution

PREBOARD 2 EXAMINATION 2022

Class 12 - Business Studies

1. Choosing the best person out of a number of prospective candidates for a job is called Selection.It can be
defined as the process by which qualified applicants are selected by means of various tests in predetermined
numbers, out of large number of applicants.

2. Factors affecting capital budgeting/long-term investment decisions are
i. Cash flow of the project: Whenever a company is investing huge funds in an investment proposal, it

expects some regular amount of cash to meet its day-to-day requirements. Higher the Cash Flow, higher
the choice of investment in a particular project.

ii. Return on investment The most important criteria to decide the investment proposal is the rate of return
it will bring back for the company, e.g. if project A is bringing 10% return and project B is bringing 15%
return then, a businessman would prefer project B. It concludes that a higher rate of return attracts higher
investment.

iii. Risk involved With every investment proposal, some degree of risk is also involved. The company must
try to calculate the risk involved in every proposal and should prefer the investment proposal with a
moderate degree of risk only. High degree of risk may not be profitable always and low degree of risk will
not result in higher returns.

3. No, I don’t agree with this statement. There is a great need of manpower planning due to the following
reasons.
1. Human resource manager has to find out the number of employees required by the organisation and

make provision for their recruitment.
2. Developing compensation and incentive plans from time to time with the aim of improving the policies

concerning personnel.
3. Manpower planning helps companies in handling grievances and complaints. It establishes cordial

relations between the employees and the employer.

4. Factors to be kept in mind while measuring standards are :

i. They should be in measurable terms.
ii. They should be flexible to change.

iii. They may be in qualitative or quantitative terms
iv. Standards should be stated in clear terms without any ambiguity and confusion.

5. 1. The physiological needs and safety needs of Rahim are being satisfied by the offer of the company.
i. Physiological Needs
The basic physiological needs are probably fairly apparent—these include the things that are vital to our
survival. Some examples of the physiological needs include:

Food
Water
Breathing
Homeostasis

In addition to the basic requirements of nutrition, air and temperature regulation, the physiological needs
also include such things as shelter and clothing.
ii. Security and Safety Needs
As we move up to the second level of Maslow’s hierarchy of needs, the requirements start to become a bit
more complex. At this level, the needs for security and safety become primary. People want control and order
in their lives, so this need for safety and security contributes largely to behaviors at this level.
Some of the basic security and safety needs include:

Financial security
Heath and wellness
Safety against accidents and injury

Finding a job, obtaining health insurance and health care, contributing money to a savings account, and
moving into a safer neighborhood are all examples of actions motivated by the security and safety needs.
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Together, the safety and physiological levels of the hierarchy make up what is often referred to as the basic
needs.
2. The other needs of Rahim followed by the physiological needs and safety needs that still need to be
satisfied are as follows:

1. i. Affiliation/ Belonging Needs: These needs refer to affection, sense of belongingness, acceptance and
friendship. The organisation, by encouraging cooperative teamwork and by having accessible and kind
superiors, can fulfill these needs of its employees.

2. ii. Esteem Needs: These include factors such as self-respect, autonomy status, recognition and attention.
The organisation, by giving praise and recognition when the employees do well, and offering promotions,
can fulfill these needs of its employees.

6. i. Bikmac Enterprises was not able to achieve its target because of the following two reasons:

a. Psychological barrier in the form of 'Distrust',. As it is indicated that Mr Bose did not trust his
employees.

b. Organisational barrier in the form of 'Organisational policy',. As it is indicated that it was the policy of
the company that all decisions were taken by Mr Shubhendu Bose.

ii. Organisational barrier—complexity in organisation structure. 
Psychological barrier—premature evaluation.

OR
No, this statement is not true. Leadership is required for all kinds of subordinates in the organisation because
of the following reasons:

i. Effective direction: An organisation comes into existence with certain objectives. To attain the objectives,
the activities of the organisation must be directed. Direction of the activities is effected through
leadership. Effective direction leads to greater contribution of subordinates to organization goals.

ii. Provide confidence: Leadership creates confidence in the subordinates by giving them proper guidance
and advice.

iii. Source of motivation: Effective leadership motivates the subordinates to contribute their energies for the
benefit of the organisation.

iv. High morale: Good leadership increases the morale of the employees which in turn, contributes to higher
productivity.

7. Current assets are those assets which are expected to get converted into cash or cash equivalents within a
period of one year. These assets provide liquidity to the firm, that is why sufficient investment in current
assets is required to meet the short term obligations. Current Assets contribute towards the working capital
of the business. An increase in the Current Assets leads to an increase in the working capital of the business
and vice versa. Example of Current Assets : Marketable Securities, Debtors, Bills Receivables, cash in hand
and cash at bank, Inventories, etc.

8. The Organizational Barriers refers to the hindrances in the flow of information among the employees that
might result in a commercial failure of an organization. 
1.Organizational Rules and Policies: Often, organizations have the rule with respect to what message,
medium, and mode of communication should be selected. And due to the stringent rules, the employees
escape themselves from sending any message. 
2.Status or Hierarchical Positions in the Organization: In every organization, the employees are divided into
several categories on the basis of their levels of the organization.The people occupying the upper echelons of
the hierarchy are superior to the ones occupying the lower levels, and thus, the communication among them
would be formal. This formal communication may often act as a barrier to the effective communication. Such
as the lower level employee might be reluctant in sending a message to his superior because of a fear in his
mind of sending the faulty or wrong message. 
3.Organizational Facilities: The organizational facilities mean the telephone, stationery, translator, etc., which
is being provided to employees to facilitate the communication. When these facilities are adequately offered
to the employees, then the communication is said to be timely, accurate and according to the need. Whereas,
in the absence of such facilities, the communication may get adversely affected.

9. For the redressal of consumer grievances, the Consumer Protection Act, 1986 provides for setting up of a
three-tier machinery at the district, state and the national levels. These agencies are:
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District Forum or District Consumer Dispute Redressal Forum: District forum consists of a
president and two other members. The president can be a retired or working judge of District Court.
They are appointed by the state government. The complaints about goods or services worth Rs 20 lakhs
or less can be filed in this agency.
State Commission: It consists of a president and two other members. The president must be a retired
or working judge of high court. They all are appointed by state government. The complaints about the
goods worth more than Rs 20 lakhs and less than Rs.1 crore can be filed in State Commission on
receiving complaint the State commission contacts the party against whom the complaint is filed and
sends the goods for testing in laboratory if required. In case the aggrieved party is not satisfied with
the judgment then they can file an appeal in National Commission within 30 days by depositing Rs 3500
or 50% of penalty amount whichever is less.
National Commission: The national commission consists of a president and four members one of
whom shall be a woman. They are appointed by Central Government. The complaint can be filed in
National Commission if the value of goods exceeds Rs 1 crore. On receiving the complaint the National
Commission informs the party against whom the complaint is filed and sends the goods for testing if
required and gives judgment. If aggrieved party is not satisfied with the judgment then they can file a
complaint in Supreme Court within 30 days. 
 

OR
Following are the techniques of scientific management used by Sandhya:

a. Time study - Time study is a work measurement technique that is designed to determine the time taken
by a qualified worker to carry out a specified task under specified conditions at a defined rate of working.
The object of time study is to determine the number of workers to be employed and to frame suitable
incentive schemes. The method of time study depends upon the volume and frequency of the task, the
cycle time of the operation and time measurement costs.

b. Motion study - Motion study is a technique that involves close observation of the movements of the body
and limbs required to perform a job. The purpose of motion study is to eliminate useless motions and
determine the best way of doing a job in less time. Motion study divides the motions into productive and
unproductive motions. Motion studies may be made by using stopwatches, symbols or colours.

10. Money market instruments are:

i. Commercial Bill: A Commercial bill is also known as a bill of exchange. A Commercial bill is mainly used
to provide sufficient working capital to a business firm. It is mainly suitable where goods are sold on
credit. A seller may face the problem of working capital because his customers will pay the amount on a
specified date. The seller could wait until the specified date or make use of a bill of exchange. If a seller
needs funds quickly before the maturity date of the bill than this bill can be discounted with the bank.
When a bill is accepted by the buyer, it is known as a trade bill and when this trade bill is accepted by the
commercial bank, it is known as the commercial bill.

ii. Commercial Paper: Commercial Paper is a short term unsecured instrument. It is negotiable and
transferable by endorsement and delivery with a fixed maturity period. Commercial papers are usually
issued by large and creditworthy companies with the purpose of raising short term funds. Commercial
papers are sold at a discount and redeemed at par. The Maturity period of commercial paper is 15 days to
one year. Funds arranged through commercial paper are used for Bridge Financing i.e. to meet the
floatation costs.

iii. Call Money: Call money refers to the short term finance with the maturity period of one day to fifteen
days. It is mainly used for inter-bank transactions. It is compulsory for all commercial banks to maintain a
minimum cash balance known as Cash Reserve Ratio. Call money is the amount borrowed by a bank from
another bank to maintain the cash reserve ratio. The interest rate paid on call money is known as Call
Rate. This rate is not fixed. It varies from hour-to-hour and day-to-day. When call rate is higher than other
market instruments i.e. commercial paper and certificates of deposit etc. become relatively cheaper.

iv. Certificate of Deposit: Certificates of deposit are short term instruments issued by commercial banks and
development financial institutions against the deposits. It is a bearer document. Mainly time period
involved in the certificate of deposit is 91 days to one year. It is an unsecured and negotiable instrument.
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Certificate of deposit can be issued to individuals, corporations and companies. It is helpful in arranging
large amount when companies/individuals are facing the problem of tight liquidity.

v. Treasury Bill: Treasury bills (T-bills) offer short-term investment opportunities, generally up to one year.
They are thus useful in managing short-term liquidity. At present, the Government of India issues three
types of treasury bills through auctions, namely, 91-day, 182-day and 364-day. There are no treasury bills
issued by State Governments. Treasury Bills are available for a minimum amount of Rs.25,000 and in
multiples of Rs. 25,000. Treasury bills are issued at a discount and are redeemed at par. Treasury bills are
also issued under the Market Stabilization Scheme (MSS).

11. Following are the points of distinction between training and development:

Points of
Distinction

Training Development

Purpose
Its purpose is to develop skills relating to a
job.

Its purpose is to develop hidden total
personality of trainees.

Level of
trainees
involved

Training involves persons other than
managers and executives.

Development involves managers and
executives engaged in management of the
enterprise.

Scope of
learning

Its scope covers imparting technical skills.
Its scope covers imparting human and
conceptual skills.

Depth of
knowledge
imparted

Training imparts the knowledge to make
workers proficient in their existing jobs.

Development imparts knowledge to make
the workers more efficient to handle
challenging jobs.

Initiative in
learning

Training is the result of initiatives taken by
the management. It is the result of external
motivation.

Development is the result of internal
motivation.

Duration Training is one time affair.
Development is an ongoing and continuous
process.

12. Viewpoints for working capital for all these manufacturing concerns are:
i. Bread: It needs less working capital as the product is generally sold for cash.

ii. Sugar: It will require large working capital because of the long operating cycle.
iii. Coolers: It is a seasonal product. So, it requires more working capital during peak season.
iv. Furniture Manufactured against Orders: It requires less working capital as no inventory has to be

maintained.
v. Motorcars: It will require large working capital due to the long operating cycle.

OR
a. Investment decision and financing decision are the two types of financial decisions taken by the company. 

These are also known as Capital Budgeting Decisions. A company’s assets and resources are rare and must
be put to their utmost utilization. A firm should pick where to invest in order to gain the highest
conceivable returns.This decision relates to the careful selection of assets in which funds will be invested
by the firms. The firm puts its funds in procuring fixed assets and current assets. When choice with
respect to a fixed asset is taken it is known as capital budgeting decision.Financial decision is important to
make wise decisions about when, where and how should a business acquire fund. Because a firm tends to
profit most when the market estimation of an organization’s share expands and this is not only a sign of
development for the firm but also it boosts investor’s wealth. Consequently, this relates to the composition
of various securities in the capital structure of the company.

b. Even after employing debt the earning per share i.e. EPS of the company is falling because one of the
necessary conditions for trading on equity i.e. the Return of investment should be higher than a rate of
interest is not being satisfied. In the above example ROI is 10% and the rate of interest is 12%.

c. The two factors which favoured the issue of debt by the company

i. Floatation cost: The money spent by the company on raising capital through debt is less than that
spent on equity.`
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ii. Tax rate: The tax rate is likely to be high which makes debt relatively cheaper as the amount of
interest paid on debt is treated as a tax-deductible expense.


