
                          ANSWER KEY 

                  FIRST SEMESTER EXAMINATION , 2017-18 

                        XI-BUSINESS STUDIES 

NOTE-Students must adhere to the instructions regarding the length of the 

answers. 

1) Employment.                                                       (1 mark) 

2) Manufacturing, construction.                                           (1mark) 

3) Partner by estoppel is a person who is not a partner of a firm but creates the impression 

among public that he is.                                                  (1mark) 

4) Public Company.                                                     (1mark) 

5) A global enterprise is one which has its headquarters in one country but operates its business 

in many countries.                                                      (1mark) 

6) Bankers cheque.                                                     (1mark) 

7) Bank overdraft is an amount which an account holder withdraws over and above the balance 

amount available in his account.                                           (1mark) 

8) Data encryption involves converting data into secret codes.                    (1mark) 

9) Smart card is a small sized card which has a programmable microprocessor chip and is used 

for making payments and storing relevant information.                         (1mark) 

10) a) Analytical industry:- which analyses and separates different elements from the same 

materials, as in the case of oil refinery. 

 b) Synthetical industry  :- which combines various ingredients into a new product, as in the 

case of cement. 

 c) Processing industry :- which involves successive stages for manufacturing finished products, 

as in the case of sugar and paper.  

d) Assembling industry :- which assembles different component parts to make a new product, 

as in the case of television, car, computer, etc(Any 3 points)                      (1x3=3)                                       

 



11) Social objective.                                                    (1 mark)  

 a) Better quality products:-Business is required to provide better quality products to improve 

the living standard of the people. 

b) Fair trade practices:-Business should follow fair trade practices to ensure that a customer 

gets exactly the same products for what he pays. 

c) Employment generation:-Business should put emphasis on generating employment in the 

process of performing its activities so that people may get employment opportunities.(Any 2 

points)                                                               (1+2=3) 

12) a) Farmer’s cooperative societies: These societies are established to protect the interests of 

farmers by providing better inputs at a reasonable cost. The members comprise of farmers who 

wish to jointly take up farming activities. The aim is to gain the benefits of large scale farming 

and increase the productivity. Such societies provide better quality seeds, fertilizers, machinery 

and other modern techniques for use in the cultivation of crops. This helps not only in 

improving the yield and returns to the farmers, but also solves the problems associated 

transportation, warehousing, packaging, etc., to sell the output at the best possible price. 

Profits are distributed according to each member’s contribution to the pool of output with the 

farming on fragmented land holdings. 

b) Credit cooperative societies: Credit cooperative societies are established for providing easy 

credit on reasonable terms to the members. The members comprise of persons who seek 

financial help in the form of loans. The aim of such societies is to protect the members from the 

exploitation of lenders who charge high rates of interest on loans. Such societies provide loans 

to members out of the amounts collected as capital and deposits from the members and charge 

low rates of interest.                                                   (1.5x2=3) 

13) Real time Gross settlement system (RTGS) is a system of transfer of funds from one bank to 

another bank on real time and gross basis. Real time basis means settling inter bank 

transactions at the time when they take place. Gross basis involves settling all transactions 

individually without batching any transaction with another transaction. 

RTGS facility is available CBS enabled bank branches (Core banking solution).RTGS facility is 

available within specified time. It is primarily meant for transferring funds involving a large 

amount.                                                            (3 marks) 

 

 



14) VSAT services: VSAT (Very Small Aperture Terminal) is a satellite-based communications 

service. It offers businesses and government agencies a highly flexible and reliable 

communication solution in both urban and rural areas. Compared to land-based services, VSAT 

offers the assurance of reliable and uninterrupted service that is equal to or better than 

land-based services. It can be used to provide innovative applications such as tele-medicine, 

newspapers-on-line, market rates and tele-education even in the most remote areas of our 

country.  

DTH services: DTH (Direct to Home) is again a satellite based media services provided by cellular 

companies. One can receive media services directly through a satellite with the help of a small 

dish antenna and a set top box. The service provider of DTH services provides a bouquet of 

multiple channels. It can be viewed on our television without being dependent on the services 

provided by the cable network services provider.                             (1.5x2=3) 

15) i) Natural causes: Human beings have little control over natural calamities like flood, 

earthquake, lightning, heavy rains, famine, etc. They result in heavy loss of life, property and 

income in business. 

 (ii) Human causes: Human causes include such unexpected events like dishonesty, 

carelessness or negligence of employees, stoppage of work due to power failure, strikes, riots, 

management inefficiency, etc.  

(iii) Economic causes: These include uncertainties relating to demand for goods, competition, 

price, collection of dues from customers, change of technology or method of production, etc. 

Financial problems like rise in interest rate for borrowing, levy of higher taxes, etc., also come 

under these type of causes as they result in higher unexpected cost of operation of business.  

(iv) Other causes: These are unforeseen events like political disturbances, mechanical failures 

such as the bursting of boiler, fluctuations in exchange rates, etc., which lead to the possibility 

of business risks.                                                       (1x4=4) 

16) Merits of a Company- 

i) Limited liability: The shareholders are liable to the extent of the amount unpaid on the shares 

held by them. Also, only the assets of the company can be used to settle the debts, leaving the 

owner’s personal property free from any charge. This reduces the degree of risk borne by an 

investor.  

(ii) Transfer of interest: The ease of transfer of ownership adds to the advantage of investing in 

a company as the share of a public limited company can be sold in the market and as such can 

be easily converted into cash in case the need arises. This avoids blockage of investment and 



presents the company as a favourable avenue for investment purposes. 

(iii) Perpetual existence: Existence of a company is not affected by the death, retirement, 

resignation, insolvency or insanity of its members as it has a separate entity from its members. 

A company will continue to exist even if all the members die. It can be liquidated only as per the 

provisions of the Companies Act.  

(iv) Scope for expansion: As compared to the sole proprietorship and partnership forms of 

organization , a company has large financial resources. Further, capital can be attracted from 

the public as well as through loans from banks and financial institutions. Thus there is greater 

scope for expansion. The investors are inclined to invest in shares because of the limited 

liability, transferable ownership and possibility of high returns in a company.  

(v) Professional management: A company can afford to pay higher salaries to specialists and 

professionals. It can, therefore, employ people who are experts in their area of specialisations. 

The scale of operations in a company leads to division of work. Each department deals with a 

particular activity and is headed by an expert. This leads to balanced decision making as well as 

greater efficiency in the company’s operations.  

Limitations :- 

i)Complexity in formation: The formation of a company requires greater time, effort and 

extensive knowledge of legal requirements and the procedures involved. As compared to sole 

proprietorship and partnership form of organisations , formation of a company is more 

complex.  

ii)Lack of secrecy: The Companies Act requires each public company to provide from 

time-to-time a lot of information to the office of the registrar of companies. Such information is 

available to the general public also. It is, therefore, difficult to maintain complete secrecy about 

the operations of company.  

Iii)Impersonal work environment: Separation of ownership and management leads to situations 

in which there is lack of effort as well as personal involvement on the part of the officers of a 

company. The large size of a company further makes it difficult for the owners and top 

management to maintain personal contact with the employees, customers and creditors. 

iv)Numerous regulations: The functioning of a company is subject to many legal provisions and 

compulsions. A company is burdened with numerous restrictions in respect of aspects including 

audit, voting, filing of reports and preparation of documents, and is required to obtain various 

certificates from different agencies, viz., registrar, SEBI, etc. This reduces the freedom of 

operations of a company and takes away a lot of time, effort and money.  



v)Delay in decision making: Companies are democratically managed through the Board of 

Directors which is followed by the top management, middle management and lower level 

management. Communication as well as approval of various proposals may cause delays not 

only in taking decisions but also in acting upon them.  

(vi) Oligarchic management: In theory, a company is a democratic institution wherein the Board 

of Directors are representatives of the shareholders who are the owners. In practice, however, 

in most large sized organisations having a multitude of shareholders; the owners have minimal 

influence in terms of controlling or running the business. It is so because the shareholders are 

spread all over the country and a very small percentage attend the general meetings. The Board 

of Directors as such enjoy considerable freedom in exercising their power which they 

sometimes use even contrary to the interests of the shareholders. Dissatisfied shareholders in 

such a situation have no option but to sell their shares and exit the company. As the directors 

virtually enjoy the rights to take all major decisions, it leads to rule by a few. (Any 2 points of 

merits & 2 of demerits)                                                  (2+2=4) 

17)Limitations of statutory corporation:- 

 (i) In reality, a statutory corporation does not enjoy as much operational flexibility. All actions 

are subject to many rules and regulations.  

(ii) Government and political interference has always been there in major decisions or where 

huge funds are involved.  

(iii) Where there is dealing with public, rampant corruption exists. 

(iv) The government has a practice of appointing advisors to the Corporation Board. This curbs 

the freedom of the corporation in entering into contracts and other decisions. If there is any 

disagreement, the matter is referred to the government for final decisions. This further delays 

action.                                                             (1x4=4) 

18)Features of PPP:- 

a) Contractual relationship:-PPP is a Contractual relationship between the government and the 

private sector organisation to which the responsibility for implementing the project meant for 

public benefits or running it is given. 

b) Specific project:- PPP is confined to a specific project. This project may be one of the 

following types; contract for providing a particular service to the public.(for example, 

undertaking activities to keep a city clean). 

c) Choice of Partner by the government:- Government has the sole right to choose the partner 



to whom the contract may be given.  

d) Payment mechanism:- The Government may pay to the private partner in alternative ways: 

contractual payment for implementing the project, grants-in-aid to cover a part of the project 

cost or giving right to the partner to levy charge on the users of the facility created( for 

example, toll tax on bridges constructed under public-private partnership). 

e) Direct involvement of the government:- The government is involved in the public –private 

partnership project directly. It not only prescribes various standards which the private partner 

has to adhere to in implementing the project but also the service charge to be levied on the 

users of the facilities. (Any 4 points)                                         (1x4=4)                                           

19) Public sector.                                                      (1 mark) 

Reasons for change in the role of public sector are as follows:-                                                    

(a) Reduction in the number of industries reserved for the public sector from 17 to 8 (and then 

to 3): In the 1956 resolution on Industrial policy, 17 industries were reserved for the public 

sector. In 1991, only 8 industries were reserved for the public sector, they were restricted to 

atomic energy, arms and communication, mining, and railways. In 2001, only three industries 

were reserved exclusively for the public sector. These are atomic energy, arms and rail 

transport. This meant that the private sector could enter all areas (except the three) and the 

public sector would have to compete with them. The public sector has played a vital role in the 

development of the economy. However, the private sector is also quite capable of contributing 

substantially to the nation building process. 

(b) Disinvestment of shares of a select set of public sector enterprises: Disinvestment involves 

the sale of the equity shares to the private sector and the public. The objective was to raise 

resources and encourage wider participation of the general public and workers in the 

ownership of these enterprises. The government had taken a decision to withdraw from the 

industrial sector and reduce its equity in all undertakings. It was expected that this would lead 

to improving managerial performance and ensuring financial discipline. But there remains a lot 

to be done in this area. The primary objectives of privatising public sector enterprises 

are,Releasing the large amount of public resources locked up in nonstrategic Public Sector 

Enterprises (PSEs), so that they may be utilised on other social priority areas such as basic 

health, family welfare and primary education.  

(c) Policy regarding sick units to be the same as that for the private sector: All public sector 

units were referred to the Board of Industrial and Financial Reconstruction to decide whether a 

sick unit was to be restructured or closed down. The Board has reconsidered revival and 

rehabilitation schemes for some cases and winding up for a number of units. There is a lot of 



resentment amongst workers of the units which are to be closed down. A National Renewal 

Fund was set up by the government to retrain or redeploy retrenched labour and to provide 

compensation to public sector employees seeking voluntary retirement 

 (d) Memorandum of Understanding: Improvement of performance through a MoU 

(Memorandum of Understanding) system by which managements are to be granted greater 

autonomy but held accountable for specified results. Under this system, public sector units 

were given clear targets and operational autonomy for achieving those targets. The MoU was 

between the particular public sector unit and their administrative ministries defining their 

relationship and autonomy.(any 3 points)                                    (1+3=4)                             

20) Postal Services:- Indian post and telegraph department provides various postal services 

across India. For providing these services the whole country has been divided into 22 postal 

circles. These circles manage the day-to-day functioning of the various head post offices, 

sub-post offices and branch post offices. Through their regional and divisional level 

arrangements the various facilities provided by postal department are broadly categorised into: 

 (i) Financial facilities: These facilities are provided through the post office’s savings schemes 

like Public Provident Fund (PPF), Kisan Vikas Patra, and National Saving Certificates in addition 

to normal retail banking functions of monthly income schemes, recurring deposits, savings 

account, time deposits and money order facility  

(ii) Mail facilities: Mail services consist of parcel facilities that is trans-mission of articles from 

one place to another; registration facility to provide security of the transmitted articles and 

insurance facility to provide insurance cover for all risks in the course of transmission by post. 

Postal department also offers allied facilities of the following types: 1. Greeting post — A range 

of delightful greeting cards for every occasion. 2. Media post — An innovative and effective 

vehicle for Indian corporates to advertise their brand through postcards, envelopes, aerograms, 

telegrams, and also through letterboxes 3. Direct post is for direct advertising. It can be both 

addressed as well as unaddressed. 4. International Money Transfer through collaboration with 

Western Union financial services, USA, which enables remittance of money from 185 countries 

to India. 5. Passport facilities — A unique partnership with the ministry of external affairs for 

facilitating passport application. 6. Speed Post: It has over 1000 destinations in India and links 

with 97 major countries across the globe. 7. e-bill post is the latest offering of the department 

to collect bill payment across the counter for BSNL and Bharti Airtel.               (2+2=4) 

21) Needs for outsourcing :- 

i) Focusing of attention: You may be good at doing so many things in academics and 

extra-curricular activities, yet you would be better off by focusing your limited time and money 

on just a few things for better efficiency and effectiveness. Likewise, business firms are realising 



the usefulness of focusing on just a few areas where they have distinct capability or core 

competence, and contracting out the rest of the activities to their outsourcing partners. You are 

aware, that, in order to create utilities or value, a business engages in a number of processes, 

viz., purchase and production, marketing and sales, R&D, accounting and finance, HR and 

administration etc. Firms need to define or redefine themselves. They, for example, need to 

consider as to whether they would like to be called a manufacturing or marketing organisation. 

Such a way of delimiting the scope of business enables them to focus their attention and 

resources on select activities for better efficiency and effectiveness.  

(ii) Quest for excellence: You are aware of the benefits of division of labour and specialisation. 

Outsourcing enables the firms to pursue excellence in two ways. One, they excel themselves in 

the activities that they can do the best by virtue of limited focus. And, they excel by extending 

their capabilities through contracting out the remaining activities to those who excel in 

performing them. In the quest for excellence, it is necessary not only to know what you would 

like to focus on, but also what you would like others to do for you.  

(iii) Cost reduction: Global competitiveness necessitates not only global quality, but also global 

competitive pricing. As the prices turn southwards due to competitive pressures, the only way 

to survival and profitability is cost reduction. Division of labour and specialisation, besides 

improving quality, reduces cost too. This happens due to the economies of large scale accruing 

to the outsourcing partners as they deliver the same service to a number of organisations. 

Differences in prices of factors of production across the countries are also a factor contributing 

to cost reduction.  

 (iv) Growth through alliance: To the extent you can avail of the services of others, your 

investment requirements are reduced, others have invested in those activities for you. Even if 

you may like to have a stake in the business of your outsourcing partners, you profit from not 

only the low-cost and better quality services provided by them to you but also by virtue of a 

share in the profit from the overall business they do. Therefore, you can expand rapidly as the 

same amount of investible funds result in creation of a large number of businesses 

 (v) Fillip to economic development: Outsourcing, more so offshore outsourcing, stimulates 

entrepreneurship, employment and exports in the host countries (i.e., the countries from 

where outsourcing is done). In India in the IT sector alone, for example, there has been such a 

tremendous growth of entrepreneurship, employment and exports that today we are the 

undisputed leaders as far as global outsourcing in software development and IT-enabled 

services are concerned.                                                  (1x4=4)                                                                   

 

 



22)Scope of e-business- 

(i) B2B Commerce: Here, both the parties involved in e-commerce transactions are business 

firms, and, hence the name B2B, i.e., business-to business. Creation of utilities or delivering 

value requires a business to interact with a number of other business firms which may be 

suppliers or vendors of diverse inputs; or else they may be a part of the channel through which 

a firm distributes its products to the consumers. For example, the manufacture of an 

automobile requires assembly of a large number of components which in turn are being 

manufactured elsewhere — within the vicinity of the automobile factory or even overseas.  

(ii) B2C Commerce: As the name implies, B2C (business-to-customers) transactions have 

business firms at one end and its customers on the other end. Although, what comes to one’s 

mind instantaneously is online shopping, it must be appreciated that ‘selling’ is the outcome of 

the marketing process. And, marketing begins well before a product is offered for sale and 

continues even after the product has been sold. B2C commerce, therefore, entails a wide 

gamut of marketing activities such as identifying activities, promotion and sometimes even 

delivery of products (e.g., music or films) that are carried out online 

 (iii) Intra-B Commerce: Here, parties involved in the electronic transactions are from within a 

given business firm, hence, the name intra-B commerce. As noted earlier too, one critical 

difference between e-commerce and e-business is that, e-commerce comprises a business 

firm’s interaction with its suppliers, and distributors/other business firms (hence, the name 

B2B) and customers (B2C) over the internet.  

(iv) C2C Commerce: Here, the business originates from the consumer and the ultimate 

destination is also consumers, thus the name C2C commerce. This type of commerce is best 

suited for dealing in goods for which there is no established market mechanism, for example, 

selling used books or clothes either on cash or barter basis.                      (1x4=4)                                                    

23)Factors affecting choice of a form of a business:- 

(i) Cost and ease in setting up the organisation: As far as initial business setting-up costs are 

concerned, sole proprietorship is the most inexpensive way of starting a business. However, the 

legal requirements are minimum and the scale of operations is small. In case of partnership 

also, the advantage of less legal formalities and lower cost is there because of limited scale of 

operations. Cooperative societies and companies have to be compulsorily registered. Formation 

of a company involves a lengthy and expensive legal procedure. From the point of view of initial 

cost, therefore, sole proprietorship is the preferred form as it involves least expenditure. 

Company form of organisation, on the other hand, is more complex and involves greater costs  

 



(ii) Liability: In case of sole proprietorship and partnership firms, the liability of the 

owners/partners is unlimited. This may call for paying the debt from personal assets of the 

owners. In joint Hindu family business, only the karta has unlimited liability. In cooperative 

societies and companies, however, liability is limited and creditors can force payment of their 

claims only to the extent of the company’s assets. Hence, from the point of view of investors, 

the company form of organisation is more suitable as the risk involved is limited. 

 (iii) Continuity: The continuity of sole proprietorship and partnership firms is affected by such 

events as death, insolvency or insanity of the owners. However, such factors do not affect the 

continuity of business in the case of organisations like joint Hindu family business, cooperative 

societies and companies. In case the business needs a permanent structure, company form is 

more suitable. For short term ventures, proprietorship or partnership may be preferred. 

 (iv) Management ability: A sole proprietor may find it difficult to have expertise in all 

functional areas of management. In other forms of organisations like partnership and company, 

there is no such problem. Division of work among the members in such organisations allows the 

managers to specialise in specific areas, leading to better decision making. But this may lead to 

situations of conflicts because of differences of opinion amongst people. Further, if the 

organisation’s operations are complex in nature and require professionalised management, 

company form of organisation is a better alternative. Proprietorship or partnership may be 

suitable, where simplicity of operations allow even people with limited skills to run the 

business. Thus, the nature of operations and the need for professionalised management affect 

the choice of the form of organisation. 

 (v) Capital considerations: Companies are in a better position to collect large amounts of 

capital by issuing shares to a large number of investors. Partnership firms also have the 

advantage of combined resources of all partners. But the resources of a sole proprietor are 

limited. Thus, if the scale of operations is large, company form may be suitable whereas for 

medium and small sized business one can opt for partnership or sole proprietorship. Further, 

from the point of view of expansion, a company is more suitable because of its capability to 

raise more funds and invest in expansion plans. 

(vi) Degree of control: If direct control over operations and absolute decision making power is 

required, proprietorship may be preferred. But if the owners do not mind making, partnership 

or company form of organisation can be adopted. The added advantage in the case of company 

form of organisation is that there is complete separation of ownership and management and it 

is professionals who are appointed to independently manage the affairs of a company.  

(vii) Nature of business: If direct personal contact is needed with the customers such as in the 

case of a grocery store, proprietorship may be more suitable. For large manufacturing units, 



however, when direct personal contact with the customer is not required, the company form of 

organisation may be adopted. Similarly, in cases where services of a professional nature are 

required, partnership form is much more suitable.(Any 5 points)                   (1x5=5)                                           

24)Merits of sole proprietor:-  

i) Quick decision making: A sole proprietor enjoys considerable degree of freedom in making 

business decisions. Further the decision making is prompt because there is no need to consult 

others. This may lead to timely capitalisation of market opportunities as and when they arise.  

ii) Confidentiality of information: Sole decision making authority enables the proprietor to keep 

all the information related to business operations confidential and maintain secrecy. A sole 

trader is also not bound by law to publish firm’s accounts. 

 iii) Direct incentive: A sole proprietor directly reaps the benefits of his/her efforts as he/she is 

the sole recipient of all the profit. The need to share profits does not arise as he/she is the 

single owner.  

 iv) Sense of accomplishment: There is a personal satisfaction involved in working for oneself. 

The knowledge that one is responsible for the success of the business not only contributes to 

self-satisfaction but also instils in the individual a sense of accomplishment and confidence in 

one’s abilities. 

 v) Ease of formation and closure: An important merit of sole proprietorship is the possibility of 

entering into business with minimal legal formalities. There is no separate law that governs sole 

proprietorship. As sole proprietorship is the least regulated form of business, it is easy to start 

and close the business.                                                   (1x5=5) 

25) Features of joint venture:- 

i) A joint venture may also be the result of an agreement between two businesses in different 

countries. In this case, there are certain provisions provided by the governments of the two 

countries, which will have to be adhered to. 

ii)A joint venture is the pooling of resources and expertise by two or more businesses, to 

achieve a particular goal. The risks and rewards of the business are also shared.  

iii)The reasons behind the joint venture often include business expansion, development of new 

products or moving into new markets, particularly in another country. It is becoming 

increasingly common for companies to create joint ventures with other businesses/companies 

and form strategic alliances with them. The reasons for these alliances may be complementary 

capabilities and resources such as distribution channels, technology or finance. In this kind of a 



joint venture, two or more (parent) companies agree to share capital, technology, human 

resources, risks and rewards in the formation of a new entity, under shared control. In India, 

joint venture companies are the best way of doing business.  

iv)There are no separate laws for these joint ventures. The companies incorporated in India are 

treated the same as domestic companies. A joint venture company can be formed in any of the 

following ways:  Two parties (individuals or companies), incorporate a company in India. 

Business of one party is transferred to a new company. For consideration of such transfer, 

shares are issued by the new company and subscribed by the above party. The other subscribes 

for the shares in cash; (ii) The above two parties subscribe to the shares of the joint venture 

company in agreed proportion, in cash and start a new business;  

v) Businesses of any size can use joint ventures to strengthen long-term relationships or to 

collaborate on short term projects. A joint venture can be flexible depending upon the party’s 

requirements                                                          (1x5=5) 

26) Utlities of smart card:- 

i) Mobile communication:-Smart card technology is used in SIM required for all mobile 

handsets. 

ii) Payphones:-Smart cards can be used for pay phones instead of inserting coins in telephone 

instruments. 

iii) Banking:-Smart cards are used in electronic banking for debiting or crediting up to the stored 

amount. 

iv) Retailing:-Smart cards are used for buying products. 

v) Electronic purse:-The money in the smart card can be used for paying taxi fares, air fares and 

using other services. 

vi) Health care:-Health related information of person can be stored in smart card.  (any 5 

points)                                                               (1x5=5) 

 

 

 

 

 



27) Comparison between Business Profession Employment. 

Basis Business  Profession Employment 

Mode of 

establishment 

As decided by the 

entreprenuer 

Certificate of 

commencement of 

profession 

Employment contract 

Nature of work Dealing in goods & 

services 

Providing professional 

services 

Providing service to 

employer 

Motive profit Providing expert 

advice and charging 

fee 

Earning remuneration 

Qualification No formal 

qualification 

Professional 

qualification 

As prescribed by the 

employer 

Investment According to the need 

of the business 

Required for creating 

professional facilities 

No investment 

Risk involved High Very low No risk apart from 

lack of job security 

Transferability of 

ownership/interest 

Possible Not possible Not possible 

                                                  (any 6 points)        (1x6=6) 

28)Contents of MOA:- (i) The name clause: This clause contains the name of the company with 

which the company will be known, which has already been approved by the Registrar of 

Companies.  

(ii) Registered office clause: This clause contains the name of the state, in which the registered 

office of the company is proposed to be situated. The exact address of the registered office is 

not required at this stage but the same must be notified to the Registrar within thirty days of 

the incorporation of the company.  

(iii) Objects clause: This is probably the most important clause of the memorandum. It defines 

the purpose for which the company is formed. A company is not legally entitled to undertake 

an activity, which is beyond the objects stated in this clause. 

 



(iv) Liability clause: This clause limits the liability of the members to the amount unpaid on the 

shares owned by them. For example, if a shareholder has purchased 1000 shares of Rs.10 each 

and has already paid Rs. 6 per share, his/her liability is limited to Rs. 4 per share. Thus, even in 

the worst case, he/she may be called upon to pay Rs. 4, 000 only. 

 (v) Capital clause: This clause specifies the maximum capital which the company will be 

authorised to raise through the issue of shares. The authorised share capital of the proposed 

company along with its division into the number of shares having a fixed face value is specified 

in this clause. For example, the authorised share capital of the company may be Rs. 25 with 

divided into 2.5 lakh shares of Rs.10 each. The said company cannot issue share capital in 

excess of the amount mentioned in this clause. 

 (vi) Association clause: In this clause, the signatories to the Memorandum of Association state 

their intention to be associated with the company and also give their consent to purchase 

qualification shares. The Memorandum of Association must be signed by at least seven persons 

in case of a public company and by two persons in case of a private company        (1x6=6)                     

29)Difference between public sector & private sector:- 

Basis Public sector Private sector 

Ownership By government By private individuals 

Purpose Promoting public welfare Earning profit motive 

Profit motive secondary Primary 

Social objectives Primary  Secondary 

Government control Subject to strict government 

control 

Not subject to strict 

government control 

Management In the hands of the 

government 

In the hands of the private 

parties 

                                                                  (1x6=6) 

30)Types of bank accounts:- 

i)Savings account:-It is an account which aims at providing banking services to the general 

public. People may open savings account with a small amount. Cash 

withdrawal,cheque,Atm,and deposit facilities are available.  

ii)Current account:-It aims at providing banking services to businessmen who make and receive 



payments through banking system. Current account holders are free to withdraw and deposit 

without any limitations. Bank overdraft facility is provided to current account holders. 

iii)Recurring deposit account:-In this account person deposits fixed amount of money every 

month for a specified period. 

iv)Fixed deposit account:-In this account money is deposited for a specified period.It may be 

few months or years. Interest rate is high. 

v)Multiple option deposit account:-It is a type of fixed deposit account with facility of pre 

mature withdrawals of specified amount on temporary basis.It provides liquidity along with 

benefit of a higher rate of interest than a saving account.                            (6) 


