
OCM  IMPORTANT QUESTION  FOR 12
th

 std COMMERCE 

Distinguish between the following  

Current Account Saving Account 

Sr. 

No. 

Basis of 

Difference 

 

Current Account 

 

Saving Account 

 

1. 

 

 

Meaning 

It is that account which is 

maintained by 

businessman and others 

who have regular 

transaction. 

It is that account which is 

opened by individuals in order 

to save a part of their income. 

 

2. 

Withdrawals Customers can withdraw 

money by cheques. 

Customers can withdraw either 

by cheques or by withdrawals 

slip along with passbook. 

 

3. 

Who takes it It is suitable for traders, 

businessmen, firms or 

institutions. 

It is suitable for fixed income 

group, wage or salary earners. 

 

4. 

 

Restriction on 

operation and 

withdrawals 

There are no restrictions 

on the operation of a 

current account as long as 

there is balance in the 

account. 

The customers have certain 

restrictions on withdrawals. 

 

5. 

Rate of 

interest 

Normally, interest is not 

given. 

Interest rate is low. 

 

6. 

Facilities Temporary overdraft 

facility is given 

No overdraft facility is given. 

 

  



District  Forum National Commission 

Sr. 

No. 

Basis of 

Difference 

District Forum National Commission 

 

1. 

 

Meaning 

A Consumer disputes 

redressal forum working at 

district level 

A consumer disputes redressal 

forum working at national level. 

 

2. 

 

Monetary 

Jurisdiction 

It can entertain the cases 

where the value of goods 

and services and the 

compensation claimed is 

less than rupees twenty 

lakhs. 

It can entertain the cases where 

the value of goods and services 

and the compensation claimed is 

more than rupees 1 crore. 

 

3. 

 

Duration 

Every member should hold 

office for a term of five 

years or up to the age 

of sixty five years, 

whichever is earlier. 

Every member should hold 

office for a term of five years or 

up to the age of seventy years, 

whichever is earlier. 

 

4. 

Nature of 

Complaints 

Only original cases can be 

entertained which are 

within the local limits of a 

district. 

It can entertain original cases 

and also appeals against the 

order of state commission. 

 

5. 

 

Members 

Other than president it has 

minimum two members. 

Other than president it has 

minimum four members. 

6. Area 

Covered 

It covers a particular 

district. 

It covers the entire country. 

7. President District judge or equivalent. Supreme court Judge or 

equivalent. 

 

 

  



Joint Hindu Family firm and Joint Stock company. 

 

Joint Hindu Family Firm Joint Stock Company 

Meaning  Meaning 

When joint Hindu family conducts 

business, inherited by it as per 

Hindu law, it is called a Joint 

Hindu family firm. 

It is voluntary association of individuals for 

profit having capital divided into 

transferable shares, the ownership which is 

the condition of membership. 

Membership Membership 

There is no limit on the number of 

members since the membership 

keeps on changing depending 

upon the birth and death in the 

family. 

The minimum of number of members are 2 

in private limited company and a maximum 

of 50. In a public limited company, 

minimum number of members are 7 and 

there is no maximum limit 

Liability Liability 

Karta's liability is unlimited. 

Coparceners liability is limited. 

The liability of every shareholder is limited 

to the extent of the unpaid amount on shares 

held by him. 

Management Management 

Karta is the key manager of 

business who may be assisted by 

co-parceners to a limited extent. 

Board of Directors constitute the 

management of company. Directors run the 

business very efficiently since they possess 

the required expertise. 

Act / Law Act / Law 

It is governed by the Hindu law. Joint stock company is controlled under the 

Indian companies Act, 1956 

 

 

 

 



 

Organising and Staffing 

Organising Staffing 

 

1. Meaning 

Organising refers to the process of 

putting together various resources and 

activities of the organisation into a 

system. 

 

Staffing is a process of recruitment 

through which competent employees are 

selected, properly trained, effectively 

developed, suitably rewarded. 

 

 

2. Objective: 

The main aim of organising is to 

identify and bring together all the 

resources. 

 

The main objective of the staffing is to 

obtain the most competent and efficient 

staff to improve the overall 

performance. 

 

 

3. Area of function: 

It involved identifying the activities and 

grouping of relative activities of the 

organisation. 

 

 

Staffing involves selection, recruitment, 

training, promotion, transfer, etc. of 

employees. 

 

4. Factors 

In organising function, internal as well 

as external factors are considered to 

make arrangement or resources. 

 

 

In staffing function, only internal factors 

such as human factor, finance, work 

load, etc. are considered. 

 

 

5. Resources 

Organising is related with all the 

resources as they need to be properly 

arranged. 

 

 

Staffing is related with human resources 

only. 

 

 

 



 

 

Private Company Public Company 

Sr. 

No. 

Basis of 

Difference 

 

Private Company 

 

Public Company 

 

1. 

 

 

Definition 

A private company is a 

company which by its 

articles restricts the right to 

transfer its shares, if any, 

limits the number of its 

members to 50. 

A public company means a 

company which is not a private 

company. 

 

2. 

Number of 

Directors 

In a Private limited 

company a minimum 

number of 2 directors is 

essential. 

In a Public limited company a 

minimum number of 3 directors 

is essential. 

 

3. 

Transfer 

of Shares 

Shares in private limited 

company are not 

transferable. 

Public company can invite public 

for issuing its shares and 

debentures. 

 

4. 

Number of 

Members 

The minimum numbers of 

members are 2 and 

maximum 50. 

The minimum numbers of 

members are 7 and there is no 

maximum limit of members. 

 

5. 

Name It is compulsory to add the 

word „Private Limited‟ after 

the name if the Private 

Company. 

It is compulsory to add the word 

„limited‟ after the name of public 

company. 

 

6. 

Issue of 

Prospectus 

It is not compulsory to issue 

the prospectus and statement 

in lieu of prospectus. 

It is compulsory to issue of 

prospectus and in the absence of 

prospectus to sent statement in 

lieu to the registrar. 

 

7. 

Minimum 

Capital 

Minimum paid-up capital is 

one lakh rupees. 

Minimum paid up capital is five 

lakh rupees. 

 

 

 

 



Road Transport V/s Rail Transport 

Sr. 

No. 

Basis of 

Difference 

 

Road Transport 

 

Rail Transport 

 

1. 

 

   Speed 

Road transport has limited 

speed due to bad road 

conditions, accidents, etc. 

It has considerable speed since 

it runs on tracks which rarely 

get disturbed. 

 

2. 

carrying 

capacity 

It has limited carrying 

capacity. 

It has huge carrying capacity. 

 

3. 

Cost of 

construction 

and 

maintenance 

It requires limited capital 

investment in terms of 

construction of road, 

vehicles and their 

maintenance. 

The cost of construction of 

trains, railway tracks is high. 

Also the maintenance of trains, 

tracks and stations is high. 

 

4. 

 

Distance 

Recommended for short 

distance. 

Recommended for both short 

and long distance. 

 

5. 

 

Transport 

charges 

Transport charges are not 

fixed but are high due to 

increased fuel prices. 

Transport charges are relatively 

low and are fixed according to 

the distance. 

 

6. 

Door to 

door service 

It provides door to door 

service. 

It does not provide door to door 

service. 

 

7. 

Means of 

transport 

It uses animal‟s carts, 

motor-cycles three and four 

wheelers. 

It uses passenger and goods 

train. 

 

8. 

 

Ownership 

Ownership is in the hands 

of private parties. 

Ownership is in the hands of the 

government. 

 

9. 

 

Safety 

It provides limited safety to 

goods from sun, rain, wind, 

etc. 

Goods are kept in locked 

wagons which provides 

protection against sun, wind, 

rain etc. 

 

 

 

 

 



Sole Trading Concern Partnership firm 

Sr. 

No. 

Basis of 

Difference 

 

Sole Trading Concern 

 

Partnership firm 

 

1. 

 

 

Meaning 

 

Owned and controlled by 

only one person. 

 

In this form of business 

organization two or more 

persons come together to 

undertake a business activity 

and share profits. 

 

2. 

 

Formation 

It can be formed at any 

time when proprietor 

decides. 

It can be formed by an 

agreement between two more 

competent persons. 

 

3. 

 

Ownership 

 

Sole trading concern has 

only one owner. 

Minimum number of members 

is 2 and maximum 10 in 

banking and 20 in other firm. 

 

4. 

 

Registration 

 

Registration is not 

necessary. 

Registration is not necessary, 

but it is useful. (compulsory in 

Maharashtra) 

 

5. 

 

Secrecy 

A sole trading concern 

ensures maximum secrecy. 

 

Secrecy is shared by the 

partners. 

 

6. 

 

Managerial 

The entire burden of 

management lies on owner. 

All partners contribute these 

skills so there is division of 

work and expertise. 

 

7. 

 

Capital 

Because of only one owner, 

amount of capital is very 

small. 

 

Contribution of all partner‟s 

capital increases. 

 

8. 

 

Profit& 

Loss 

A proprietor is himself 

receiver of all the profit and 

loss. 

Profit is shared by partners as 

per their agreements 

 

 

 

 

 

 



Write short notes on 

1.Advantages of outsourcing. 

 

Introduction: -In many big establishments, shops, markets or bazaars we find 

security guard who are monitoring the parking around the place. These guards are 

not employee of the establishments but have been recruited through an agent. This 

agent provides the establishments with the services of the guards. In other words, 

the establishment has outsourced the security services. 

Outsourcing is the process of contracting a business function to specialized 

agencies. In doing so, the company benefits in two ways: 

          1.       It reduces its own cost. 

          2.       It uses expertise of the firm which specializes in a particular kind of    

                      service. 

Generally companies outsource their non-core areas. E.g. in many corporate 

organizations, hospitals, etc. the canteen and sanitation services are usually 

outsourced to contractors. The contractors enter into an agreement with the 

company for providing the service. The waiters at the canteen or sanitation workers 

are not employees of the company but work directly under the contractor. The 

company makes payments to contractor who in turn pays his employees. 

 Advantages of Outsourcing 

 

       1.       It leads to better efficiency and effectiveness. 

       2.       The companies are able to focus their attention on improving the quality of  

                  their product. 

       3.       Outsourcing leads to cost reduction for the company. The cost of   

                 outsourcing services is much less than keeping such a large work force on  

                 the rolls of the company. 

       4.       Manpower through outsourcing is available at a lower cost. 

       5.       Investment requirements of the company are reduced. 

       6.       Outsourcing helps in knowledge sharing between organizations. 

       7.       It stimulates entrepreneurship, employment and exports in the country from 

                 where outsourcing is done. 
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2. Elements of business ethics. 

 

The concept of social responsibility of business is closely connected with the 

concept of business ethics. Business ethics covers following elements. 

 

1.       Trustworthiness: -Top to bottom, organization must work to maintain 

trustworthiness. Client should hold deep confidence in your abilities. They should 

believe on company's reliability and quality. Business runs on character, fairness, 

truth, honour and ability. 

 

2.       Honest Service Delivery: -empty promises decline reputation of company. It is 

better to be honest about what you can do. Company should leave every client 

feeling well served upon completion of each project. "Idea" mobile company's 

formula is remarkable. "Under commitment and over delivered". 

 

3.       Confidentiality: -Business organization should follow strict written internal 

confidential policy. Consumer's information and confidential records should not be 

disclosed to others. At the same time, they should not use wrong means to obtain 

information from competitors about certain formula or method of production. 

 

4.       Openness: -Business organization should follow the principle of openness. 

Opinion and feedbacks from clients and team members should be asked regularly. 

Even in time of business disagreement, treat other's opinions and ideas with 

professional respect and courtesy (good manner). 

 

5.       Other Common Business Ethics: - 

         A large part of society is made up of common man with low purchasing 

power. Considering their likes, dislikes and economical positions. Goods should be 

provided. 

         The guarantees and warrantees offered by the businessmen should be proper 

and customers should believe in them. 

 

         While advertising the products, businessmen should see that the advertisement 

should not cross limit of decency and they do not contain undue criticism on 

competitors.  
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3. Functions/Nature of a Warehouse. 

 

Introduction: -Warehouses preserve goods on a large scale in a systematic and 

orderly manner. They provide protection to goods against heat, wind, storm, 

moisture, etc. and also cut down losses due to spoilage, wastage, etc. this is the 

basic function of every warehouse. There are many other functions in addition to 

these basic functions which are as follows: 

 

Definition: -A warehouse is defined as "an establishment for the storage or 

accumulation of goods". 

 

1.       Storage of goods: -The basic function of warehouses is to store large stock of 

goods. These goods are stored from the time of their production or purchase till 

their consumption or use. 

2.       Protection of goods: -a warehouse provides protection to goods from loss or 

damage due to heat, wind, dust, etc. it makes special arrangements for different 

products according to their nature. It also helps to reduce the losses due to spoilage 

or wastage during storage. 

3.       Financing: -When goods are kept in a warehouse, the depositor gets a receipt 

which acts as a proof about the deposit of goods. The warehouse, also issues a 

document in favour of the owner of goods which is called a warehouse-keeper's 

warrant. The warehouse warrant and receipt is negotiable instrument and can be 

negotiated. Thus the owner of the goods can raise finance from banks, financial 

institution, etc. 

4.       Risk-bearing: -The entire responsibility of the goods stored in the warehouse is 

passed to the warehouse keeper, once the goods are handed over to him for storage. 

Thus, the risk of loss or damage to goods in storage is borne by the warehouse-

keeper. Therefore, these types of warehouses take all the precautions to prevent the 

goods from any loss. 

5.       Grading and Branding: - Warehouses also perform the functions of grading 

and branding of goods on behalf of the manufacturer, wholesaler and the importer 

of goods. It also provides facilities for packaging of goods for the convenience of 

handling. 

6.       Processing: -Certain commodities are not consumed in the form they are 

produced. Processing is required to make them consumable. E.g. paddy (rice) is 

polished, timber is seasoned (to make good condition), and fruits are ripened 

(mature), etc. sometimes warehouses undertake these activities on behalf of the 

owners. 
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      4.  Any „five types‟ of banks 

 

Introduction: -Bank is an institution which deals in money and credit. It accepts 

deposits from the public and grants loans and advances to those who are in need of 

funds for various purposes. Banks encourage saving habits among individuals and 

thereby make funds available for their use as and when require. Banks also help in 

the nation's development by providing credit to farmers, small scale industries and 

self employed people as well as to large business houses which lead to balanced 

economic development of the country. 

 

Definition: -"Bank is an establishment for custody of money, which it pays out on 

customer's order." (Oxford Dictionary) 

 

1.       Central Bank: -The main function of the central bank (RBI) is to regulate 

money supply and to maintain economic stability of the country. The central bank 

can print currency notes. The central bank does not accept deposits from public. 

The Central bank provides loan to banks and financial institutions. It is owned and 

controlled by the government if India. The Central bank frames the monetary 

policy and credit policy for the country. 

 

2.       Commercial Bank: -These banks accept the deposits from the general public 

and provide short term loans to traders, manufacturers and businessmen by way of 

cash credits, overdrafts, and etc. commercial banks provide various services like 

collecting cheques, bills of exchange, remitting money from one place to another 

place, etc.  Commercial banks are of three types' i.e. public sector banks, private 

sector banks, and foreign banks. 

 

3.       Development Banks: -business often requires medium and long term capital 

for purchase of machinery and equipment, for using latest technology or for 

expansion and modernization. Such financial assistance is provided by 

development banks. Examples of development banks are Industrial Development 

Corporation of India (IFCI) And State Financial Corporation (SFCs) 

 

4.       Co-operative Banks: -Co-operative banks are financial institutions registered 

under the co-operative societies Act. The main objective of such a bank is to give 

credit to economically backward people. In India co-operative banks are the main 

source of rural credit. These banks encourage saving habit among the villagers and 

give loans at a low rate of interest. 

 



5.       Specialized Banks: -There are some banks which cater to the requirements and 

provide overall support for setting up business in specific areas. EXIM Bank, 

SIDBI and NABARD are examples of such banks. 

 

6.       Regional Rural Banks: -These banks were established in 1975 to enhance the 

banking facilities in the rural areas. In these banks, the features of commercial and 

co-operative banks are found. These banks are sponsored by some commercial 

bank. 50% of their capital is provided by the central Government. 35% by the 

Commercial bank concerned and 15% by the state government concerned. 

 

7.       Exchange Banks: -Exchange banks are mainly concerned with financing 

foreign trade. Main functions of exchange bank are remitting money from one 

country to another country, discounting of foreign bills, helping import and export 

trade, etc. Bank of Tokyo, Bank of America is examples of exchange banks 

working in India. 

 

8.       Indigenous Banks: -In India, Indigenous or native/domestic bankers have been 

carrying on banking functions for generations before properly organized 

commercial and other banks started functioning. They mainly deal in "hundis" and 

promissory notes. They charge a very high rate of interest on loan. Hundis are 

regarded as native Bills of Exchange. 

 

9.       Saving Banks: - This bank accepts small savings from public who have fixed 

income. It creates the saving habit among people. In India, post office saving 

bank is one of the saving banks. 

 

 

5. Disadvantages of e- business 

 

    Disadvantages of e- business are  as follows: 

 

1. No personal touch: Seller and consumer cannot have face to face contact while 

purchasing goods and services from e – business. The personal touch in doing 

business i.e. meeting face to face is not possible in e – business. 

 

 



2. Lack of Inspection: Buyer cannot physically inspect the goods at the time of 

purchase. The consumer is unable to touch or feel the goods before buying. 

 

 

3. Government Interference: To set us an e – business there are some minimum 

procedures to be followed. There may be a monitoring from the government and 

authorities that could lead to increase the interference in selling the goods. 

 

 

4. Transaction Risk: In e – business system, transaction risks such as supply of 

inferior quality of goods, supplied products not matching with the sample 

expected, high prices, defects in products, cheating, etc. may happen and we 

cannot be denied. 

 

 

5. Delay in deliver of goods: If we go to shop and purchase the goods then we will 

get the goods immediately. But in case of e – business there could be difficulty in 

delivering the goods. Lack of communication can cause wrong delivery of goods.  

 

6. Any „five‟ principles of management. 

 

Introduction: -Henry Fayol was a French mining engineer. He worked as 

the director of mines also. After conducting many experiments in management, he 

developed 14 principles of management. These principles are explained in his 

famous book 'General and Industrial Administration'. Due to his contribution to 

management, he is called 'the father of Modern Management 

The Principles laid down by Fayol are explained below: 

 

1.       Principle of Division of Work: -According to this principle the total work 

should be divided into small sub parts. The divided work should be assigned to 

different employees, as per their capacities, skills and interests. Fayol says division 

of work leads to specialization. 
 

2.       Principle of Discipline: -According to Fayol, discipline is the most essential 

thing in the organization. Employees must obey and respect the rules that govern 
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the organization. Discipline helps to achieve the goals set in the organization. 

Good discipline is the result of effective leadership. For that there must be a clear 

understanding between the management and workers regarding the organization's 

rules. 

 

 

3.       Principle of Unity of Command: -In any organization every employee should 

receive orders from the superior (boss) only. This is applicable from top 

management to bottom. The principle of unit of command tries to avoid confusion. 

If an employee receives orders from more than one superior he will be confused 

and will not be able to work with concentration. The work will not be performed 

properly. Whereas if he gets orders from only one person, he will finish his work 

accurately. 

 

 

4.       Principle of Unity of Direction: -Unity of command explains about single 

person getting directions from a single person. But unity of direction explains 

about a group working with the same objective under the directions of a single 

person. According to this principle each group in the organization should have the 

same objective. The group should be directed by one manager using one plan. Thus 

this principle explains about group working in the organization. 

 

 

5.       Principle of subordination of individual interest to general interest: -

According to this principle the interest of an individual must be given less 

importance than the interest of the whole organization. While taking decision in the 

organization the manager should always consider the interest of the whole group 

rather than the interest of a single employee. Similarly the employee should also 

protect the interest of the organization and consider his interest subordinate. If the 

organization prospers automatically the employee will prosper. 

 

 

 

 

 

 



State with reasons whether the following statements are true or False.   

      1.     Business ethics is not applicable to all business organisations. 

  Ans. This statement is False: 

          1. Business ethics is applicable to all business organisation. 

          2. Business ethics are norms and principles of code of conduct   

              commonly adopted by all business organisations. 

         3. Business ethics being do‟s and don‟ts of the business become   

             applicable to all kind of business organisations. 

         4. Thus, from the above three points it is very clear that the business  

            ethics are applicable to all form of business organisation in any time.  

          

2.  A joint stock company can raise huge capital 

. 

Ans.  This statement is True. 

         i..A joint stock company is a voluntary association of individual for profit, 

having   

            its capital divided into transferable shares, the ownership of which is the 

condition  

            of membership. 

      ii. A company form of organisation can raise a large amount of capital because 

of  

            large membership and also because of issue of shares to public. 

      iii. It also in a best possibility to borrow money from financial institution as it 

enjoys  

            better credit worthiness. 

     iv. Thus, A joint stock company can raise large amount of funds by way of 

shares,  

           debentures, public deposits, loans and advance from bank and financial 

institution.  

           This is due to no limit in the membership of public limited company 

 



 

 

3. Business organisation is not responsible to control pollution. 

Ans:  The given statement is False. This is because. 

 

        1. Protection of Environment: -Business uses natural wealth and human  

               resources to produce goods and services.  

 

          2. Business organizations should make proper use of country's natural  

              resources.  

 

          3. They should avoid environmental pollution and ecological imbalance.  

 

          4.  It becomes moral duty of business to take care of welfare of society.  

 

4. Co – operative Society differs from other forms of commercial organizations. 

Ans:  This statement is True. 

 

i. Co-operative society is a society which has its objectives for the 

promotion of  

economic interests of its members in accordance with co-operative 

principles.”  (Indian Co-operative Societies Act1912). 

ii. Service is the main motive of the Co – operative organisation, even 

though  

earning reasonable profit is a secondary motive. 

iii. One member one vote is the principle of Co – operative organisation 

which is  

different from one share one vote in other organizations. 

iv. Membership is open to all irrespective of caste, creed, rich and poor etc. 

Surplus if any left after the detecting the expenditure from the Income is 

distributed among members. 

v. Thus we can say that, Co – operative Society differs from other forms of 

commercial organizations 

 

 



5 .Consumer Protection Act is a blessing for the consumers. 

Ans: This Statements is True. 

1. In India, a large number of consumers are not educated, ignorant, 

indifferent etc. Therefore, they are not aware about the goods that are 

available in the market, quality, price, term and sale etc. 

2. Since most of the consumers are not educated they do not know their  

rights and duties and they get cheated and exploited. 

3. Therefore, a consumer movement is necessary because you are able to  

guide and educate them about their rights, duties, marketing  procedures, 

quality standards, availability of credit etc. Such information can be given 

by seminars, exhibitions, demonstrations, film shows etc. 

4. Consumer movement is necessary to fight against the malpractices of  

businessman, monopolistic tendencies, injustice to the consumers and to 

protect the consumer‟s right in a peaceful manner. 

     5. Thus, Consumer Protection Act is a blessing for the consumers. 

 

6. Co – ordination is need at all the levels of management. 

Ans:  This statement is True 

i. Co-ordination is an integration of different activities that are essential 

for the  

Working of an organization.   

 

ii. There is a need or co-ordination at all levels. The top management has 

to  

coordinate the plans of the middle level managers or the departmental 

managers. The middle level managers are responsible to coordinate the 

activities of the lower level managers. The lower level managers are 

responsible to coordinate the activities to their subordinates. 

 

iii. “Co-ordination is orderly arrangement of group efforts to provide unity 

of action  in the pursuit (chase) of common goal”. 



Co-ordination is a group effort and not individual effort. An individual 

working  in isolation does not affect functioning of others and no need of co-

ordination arises. To achieve the common objectives, all have to work in a 

team and this is possible through co-ordination. 

 

 

 

 

Answer the following.  

1. Explain the characteristics of an entrepreneur. 

Ans: Features/Nature/ characteristic of ENTREPRENEUR? 

    

Meaning: -Entrepreneur plays an important role in the development of any 

country. They are the backbone of nation‟s economic progress. Entrepreneurs are 

innovators but in their role they act as the owners, producers, coordinators, market 

creators, decision takers and risk takers. They organize land, labour and capital to 

provide much needed goods and services to the society and therefore are referred 

to as fourth “factor of production‟. He is also called as caption of the industry.  

 

Definition: - “An entrepreneur is a person who buys factor services at certain 

prices with a view to selling its product at uncertain (doubtful) prices.” 

…………Defined by (Cantilon) 

The nature of Entrepreneur is explained as follows: 

1.       High goals: -The Entrepreneurs have very positive desires to achieve high 

goals. Such high self motivation keeps them strong and confident to face various 

obstacles and misfortune (bad luck). Hence they are successful in setting a 

prosperous organization. 

 

2.       Future foresight: - The Entrepreneurs have good foresight to know about the 

future market development and the external business environment. He can take 

proper decision according to the market situations and market changes. This also 

helps them to take timely action. 
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3.       Mental abilities: - Mental ability consists of intelligence and creative thinking. 

Ti be an Entrepreneur, a person must be intelligent and have the ability of creative 

thinking. . 

 

4.       Technical Knowledge: -An Entrepreneur should have sufficient technical 

knowledge about the products and his plan to produce. Timely change of 

technology should always be updated to be in pace (speed) with the market. 

 

 

      5.       Hard Work: - A successful Entrepreneur will always be ready to work 

hard. Hard work will always distinguish a successful entrepreneur from an 

unsuccessful one. 

 

6.Highly optimistic (positive): - An entrepreneur always thinks positive in all the 

activities. He is always optimistic with the market situations even in failure times. 

Such positive attitude helps the entrepreneur to run successfully. 

 

2. State social responsibilities of business towards government. 

Ans: Introduction: -Government provides incentives for industrialization. 

Government has passed many acts and has laid down many rules and regulations 

for this purpose. It also declares various policies related to business. E.g. 

government has passed policy for entry of foreign traders in retail trade. 

Definitions: - "The personal obligations of the people as they act in their own 

interest to assure that the rights and legitimate interests of others are not ignored." 

Defined by.......... (Koontz and O'Donnell) 

 

Responsibilities towards Government: 

 

     1.       Timely Payment of Proper Taxes: -The Government has levied various 

taxes on business units such as excise duty, sales tax, corporate tax, etc. business 

units should give proper information of product and should pay taxes accurately as 

per the provisions. The tax revenue helps the government to provide infrastructure 

and other welfare facilities. 

 

    2.       Respecting rules and Regulations: -Business unit should follow various 

laws and regulations created by government. While setting up the business, they 
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must follow guidelines set by the government. However, they can make 

suggestions to government to modify the rules if it is in interest of the society. 

 

    3.       Earning Foreign Exchange: -Especially large scale business should enter in 

export trade to earn foreign exchange. They should enable the government to 

import capital goods and technical know-how. All rules and regulations pertaining 

to imports and exports should be strictly followed. 

 

 

      4.       Political Stability: -For economic growth the national security, political 

stability is required. A stable government often brings more returns and peace in a 

democratic society. Business units should not support those groups or individuals 

who are interested in creating political disturbance. 

     5.       Implementation of Socio-economic Programmes: -The Government 

declares various policies for achieving economic, social and industrial progress of 

society. Business organization is expected to help the government in the 

implementation of various socio-economic programmes. 

     6.       Miscellaneous: - 

 

           1.  Helping government during natural calamities. 

           2.     They should not seek any favour from government officials by bribing or   

                 influencing them 

           3.  They should provide complete and correct information to government  

                officials. 

 

 4. Giving timely advice to government in framing important policies in field  

of   export-import retail etc. 

         5.   Providing economic and other help to welfare schemes of the government. 

 

 

3. State the right of consumers. 

Ans: Introduction: -15
th

 March is observed every year "Consumer Rights Day" 

throughout the world. This is because on this day in the year 1962, the then 

president of U.S.A. declared certain rights (first four of the following) of 

consumers. Some more rights were added later on by the International 

Organization of Consumer Union. 
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The Consumer Protection Act, passed by the India Government in 1986 also 

incorporates these rights of consumers. Along with that, two (last two of the 

following) rights were added by the Amendment Act in 1993 and 2002. 

 

Following are the various rights of Consumers: 

 

1.       Right to Safety: -It is one of the basic rights of consumers. It protects them 

against the marketing of those goods and services which are hazardous to their life 

and property. In other words, traders should assure that the goods to be sold will 

not cause any damage to life or property of the consumer. If sometimes, it may 

happen that the product is found to be hazardous after selling it in the market. In 

such a situation the right to Safety expects the trader to recall the product or to 

modify it or he should compensate the consumer for the damage. 

 

2.       Right to Information: -According to this right, consumers should get correct 

information about the price, quality, purity, quantity, ingredients, etc. of the goods 

to be purchased. He should also be properly instructed about the use of the product 

and risks involved in improper use of the product. This information allows 

consumers to make right choice of goods and services. It also assures safety of 

consumer as well as the article itself. 

 

3.       Rights to choose: -Today's markets are full of variety of goods. The consumer 

should be able to make a choice from a wide range of products. He has a right to 

choose the goods as per his need and budget. Very often traders are pressure tactics 

for selling poor quality goods.  The right to choose enables a consumer to select a 

suitable product from among the available variety in the market at a competitive 

price. 

 

4.       Right to be heard: -This right assures that consumer grievances and complaints 

will be heard and will receive due consideration at appropriate forums. This right 

allows a consumer to express his views about the product or service brought by 

him. 

 

5.       Right to Redressal: -Only filing a complaint is not sufficient for a consumer to 

get justice, so the Right to Redressal is also recognized along with the Right to 

Represent. This right enables a consumer to seek redressal against unfair trade 

practices or unscrupulous exploitation. This right assures proper legal arrangement 

to attend to his complaint and to get it redressed. 

 



6.       Right to Education: -This right entitle (enable) the consumer to know about 

consumer rights, market practices and remedies available to them. This knowledge 

creates awareness among consumers and they can protect themselves from unfair 

trade practices in a better way. The government, media as well as various NGOs 

can play a significant role to create awareness among consumers and to educate 

them. E.g. Jago Grahak Jago Campaign. 

 

 

4. State the steps involved in online transactions. 

Ans : Three Stages in online transactions: 

          ·   Pre-purchase/sale....Purchase/sale....Delivery stage 

Pre-purchase/sale: -It is based upon advertising and information about the 

product. 

Purchase/sale: -It includes price of the product, price negotiation, actual purchase 

or sale and payment. 

Delivery stage: -After completing sale-purchase stage, this is the final stage. 

Steps involved in On-line transactions: - 

1.       Registration: -Registration is required for online transactions. The person who 

wants online transaction needs to register with the online vendor by filling up a 

registration form. Among various details to be filled in is a 'password' relating to 

the registered 'account' and 'shopping cart.' For security reasons 'Account' and 

'Shopping Cart' are password protected. 

 

2.       Placing an order: -The online shopper can pick and drop the things in the 

shopping cart. The shopping cart maintains the record of what items have been 

picked up while browsing the online store. After making sure about the items to be 

purchased, the shopper can choose a payment option. 

 

3.       Payments: -Payments can be done in a number of ways like: 

 

a.       Cash on delivery (CoD): -After physical delivery of goods, payments for the 

online goods ordered is made. 

 

b.       Cheque: -The Vendor collects the cheque from the customer and after  

realization of the cheque, the goods are delivered. 

 

c.        Net banking Transfer: - 
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d.       Credit or Debit Cards: - 

 

e.        Digital Cash: -It is a form of electronic currency that exists only in cyberspace.   

  It has no real physical properties, but offers the ability to use real currency in an 

electronic format. 

In all the transactions information plays a very important role. Information is 

exchanged in both traditional as well as on line (internet) business. But as 

compared to traditional business internet transactions are easier. In traditional 

business, time is required to travel, to negotiate (to talk), to convince, presence of 

both the parties for face to face interaction. In this process lot of time wasted. So 

online transactions are easier and result oriented than traditional business. 

5. State the working of a Payment Gateway. 

Ans :  Meaning: 

 

A payment gateway is an e-commerce application that authorizes payments for e-

businesses, online retailers, bricks and clicks, or traditional brick and mortar 

businesses. It is the virtual equivalent of a physical point of sale terminal located in 

most retail outlets. Payment gateways encrypt sensitive information, such as credit 

card numbers, to ensure that information passes securely between the customer and 

the merchant. 

 

A payment gateway facilitates the transfer of information between a payment 

portal (such as a website, mobile phone) and the Front End Processor or acquiring 

bank. Here is a step by step guide detailing how Payment Gateways work: 

 

1. A customer places order on website by pressing the submit order or  

equivalent button or perhaps enters their card detains using an automatic 

phone answering service. 

2. If the order is via a website. The customer‟s web browser encrypts the  

information to be sent between the browse and the merchants web server. 

This is done via SSL (Secure socket lever) encryption. 

3. The merchant then forwards the transaction detains to their payment  

gateway. This is another SSL encrypted connection. 
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4. The payment gateway forwards the transaction information the  

payment processor used by the merchant‟s acquiring bank. 

5. The payment processor forwards the transaction info to the card  

association. (e.g. Visa/    Master card) 

6. Finally the process of payment is done and the order will be placed  

securely.  

 

 

ANSWER IN BRIEF 

1. Define 'insurance'. Explain the various principles of insurance. 

Ans : Introduction: -Insurance is a protection against financial loss arising on the 

happening of an unexpected event. As an individual's life is subject to various risks 

in personal life, death by accident or premature death. In business, person's 

business property is subjected to loss by fire, theft and natural calamities. 

Insurance is a device by which loss suffered from various risks to an individual can 

be minimized. 

Insurance is a contract between two parties. Hence, all the elements of a valid 

contract should be present in every insurance contract. Besides these elements, 

there are certain other principles also to be followed essentially at the time of 

entering into an insurance contract, which are as follows: 

 

Definition: -According to Insurance Act of 1938, Insurance is defined as "A 

provision which a prudent (careful) man makes against inevitable (expected) 

contingencies (event)". 

 

1.       Principle of Utmost Good Faith (Uberrimae Fidei): -All types of insurance 

contracts require utmost good faith towards each other. The insurer and the insured 

must also disclose all material facts, clearly, correctly and completely. If the 

insurer finds that certain material facts relating to the contract was not disclosed 

the insurer may avoid the contract, this principle is more important for Life 

Insurance as the information disclosed will affect the decision of the Insurance 

Company to decide whether to accept or reject the proposal. 

 

2.       Principle of Insurable Interest: -The insured must have insurable interest 

(financially) in the subject matter of insurance. In Life Insurance it refers to the life 
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insured. In Fire and General Insurance, it must be present at the time of occurrence 

of loss and in Marine Insurance; the insurable interest exists only at the time of the 

occurrence of the loss. The owner of the contract is said to have insurable interest 

as long as he is the owner. It is applicable to all contracts of insurance. 

 

3.       Principle of Indemnity: -Indemnity means a guarantee or assurance to put the 

insured in the same position in which he was immediately prior to the happening of 

the uncertain event. The insurer undertakes to make payment of actual loss 

incurred by the insured. Insurance contract is signed only for getting protection 

against unpredicted financial losses arising to the future uncertainties. 

Compensation is paid in proportion to the losses incurred. 

 

4.       Principle of Contribution: -This principle is a corollary to the principle of 

indemnity. It is applicable to all contracts of indemnity. Under this principle the 

insured can claim the compensation only to the extent of actual loss either from 

any one insurer or all the insurers. If one insurer pays full compensation then that 

insurer can claim proportionate (balanced) claim from the other insurers. 

 

5.       Principle of Subrogation: -According to principle of Subrogation, after the 

insured is compensated for the loss due to damage to property insured then the 

right of ownership of such property passes on to the insurer. This principle is 

corollary (effect) of the principle of indemnity and is applicable to all contracts of 

indemnity. This principle is applicable only when the damaged property has any 

value after the event causing the damage. 

 

6.       Principle of Mitigation of loss: -Under this principle, insured must always try 

his level best to minimize the loss of his insured property, in case of uncertain 

events like fire outbreak, blast etc. the insured must take all possible measures and 

necessary steps to control and reduce the losses. The insured must not neglect and 

behave irresponsible during such events just because the property is insured. 

Hence, it is responsibility of the insured to protect his insured property and avoid 

further losses. 

 

7.       Principle of Cause-Proxima (nearest cause: -Principle of Causa-Proxima 

means when a loss is caused by more than one causes, the proximate (nearest) 

cause should be taken into consideration to decide the liability of the insurer. The 

property may be insured against some causes and not against all causes, in such as 

instance, the proximate cause of loss to be found. If the proximate cause is the one 

which is insured against, the insurance company is bound to pay the compensation 

and vice versa.  



2. Define commercial bank? Explain its primary functions. 

Ans: Introduction: - Commercial bank performs diverse types of functions. It 

satisfies the financial needs of the sectors such as agriculture, industry, trade, etc. it 

plays a very significant role in a process of satisfying economic and social needs. 

The functions performed by banks are changing according to change in time and 

recently they are becoming customer centric and widening their functions. 

Functions of commercial banks are divided into two categories/types. 

1.       Primary Functions    2. Secondary Functions 

1.       Primary Functions: -  

A.      Accepting Deposits: -The most important activity of commercial bank is to 

mobilize deposits from the public. People who have surplus income and savings, 

find it convenient to deposit the amounts with banks in different types of deposits 

accounts which are as follows: 

 

1.       Fixed Deposits: -A fixed amount is deposited for a fixed period and it is called 

fixed deposit account. It is also known as term deposit. The fixed period of time 

may be from 30 days to 5years and above. The rate of interest on this account is 

highest because the amount accepted is invested elsewhere for a long term by the 

bank. The depositor can get a loan against the deposit. 

 

2.       Saving Account: -This account, as the name suggests, is meant for promotion 

of savings. Persons having fixed and regular income can deposit their savings in 

this account. A saving account holder is not permitted to have frequent 

withdrawals from this account as it is meant for saving. The interest on this 

account is credited to the account once in every 6 months. 

 

3.       Current Account: -In this account, a depositor can deposit money any number 

of time and can withdraw it as and when he requires it. In this account, generally 

business class deposits the money. Generally, the bank does pay any interest on 

this deposit. Money is withdrawn from this account by cheque. A current account 

holder enjoys overdraft facility. 

 

4.       Recurring Deposit Account: -In this type of account, a depositors deposits a 

fixed amount of money every month for a fixed period. The money is deposited on 
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monthly basis. This money cannot be withdrawn before the expiry of a fixed term 

except in certain conditions. This account attracts higher interest in comparison to 

other accounts except Fixed Deposit account. 

 

5.      Multiple Option Deposit Accounts: -It is a type of Saving Bank Account in 

which deposit in excess of a particular limit gets automatically transferred into 

Fixed Deposit. On the other hand, in case adequate fund is not available in our 

Saving Bank Account so as to honour a cheque that we have issued, the required 

amount gets automatically transferred from Fixed Deposit toSaving Bank Account. 

 

B.      Granting Loans and Advances: -A banker receives money through its deposits 

at lower rates out of these deposits commercial bank grant loans and advances to 

the members of the public and to the business community at a higher rate of 

interest. 

 

1.      Loans: -A loan is granted for a specific time period. The loans are particularly 

granted to businessman ad members of the public against personal security, gold 

and silver and other movable and immovable assets. Generally commercial banks 

grant short term loans. But term loans, i.e. loans for more than a year may also be 

granted. However, interest is charged on the amount withdrawn or used. 

 

2.       Advances: -An advance is a credit facility provided by the bank to its 

customers. It differs from loan in the sense that loans may be granted for longer 

period, but advances are normally given for a short period of time. The purpose of 

granting advances is to meet day-to-day requirement of a business. However, 

interest is charged only on the amount withdrawn and not on the sanctioned 

amount. Types of Advances are:--------- 

a.       Cash Credit: - Under Cash credit system, bank allows the borrower to draw 

amount upto a specific limit. A limit of certain amount is sanctioned to the 

customer. The customer can withdraw this amount as and when required. Interest 

is charged on the amount actually withdrawn. 

b.       Overdraft: -Overdraft is a credit facility granted by bank to current account 

holders. A current account holder is allowed to withdraw more than amount of 

credit balance in his account. It is temporary arrangement. Overdraft facility with a 



specific limit may be allowed either on the security of assets or on personal 

security or both. Bank charges interest on this facility. 

 

c.        Discounting of Bills: -A bill of exchange is a negotiable instrument. Banks 

provide short term finance by discounting bills i.e. making payment of the amount 

before the die date of the bulls after deducting certain amount of discount. The 

party gets the funds without waiting for the date of maturity of the bills.  

 

 

3. Define 'joint stock company'. Explain its merits and demerits. 

Ans : Introduction: - A Joint stock company is a separate entity formed by a 

number of persons contributing a fixed capital in the formation of shares (sharing 

the ownership of the company) with liability of each share holder being limited to 

his investment in the company only. The management of the company is done 

professionally by experts who are the representatives of the shareholders are 

called the board of Directors. 

Definition: - “A joint stock company is a voluntary association of individual for 

profit, having its capital divided into transferable shares, the ownership of which is 

the condition of membership.”Defined by.............. PROF. (H.L.Haney) 

 

The following are some of the features of a Joint Stock Company 

 

       1.      Artificial Legal Person: - A company is artificial person created by law. It 

has a separate name and uses a common seal as a substitute for its signature; it 

doesn‟t have a physical existence because it is not a natural person. However it can 

enter into contracts with third parties e.g. it can buy and sell property, borrow 

money, etc. 

 

      2.      Separate Legal Entity: - A Joint stock company is created by law and 

enjoys an independent legal status different from its members. Therefore, the 

company‟s liabilities are its own i.e. share holders are not liable for the debts of the 

company. 
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     3.      Limited Liability: -The most important advantages of a Joint stock company 

is limited liability to the extent of unpaid amount on shares held by them. They 

cannot be held liable for debts of the company. 

 

      4.      Common seal: -A company is an artificial person, and as such, it has to 

sign   documents and other papers. However, it cannot sign as a human being and, 

therefore, the common seal serves as its signature. The common seal remain in the 

custody of the Board of Directors. 

 

      5.      Registration: - The registration of Joint Stock Company is compulsory. 

Every Indian company should be registered with the Registrar of Companies as per 

Indian Companies Act, 1956. 

 

     6.      Transferability of Shares: - The ownership capital of the company is 

divided into shares, the ownership which is the pre-condition on membership. 

These shares are freely transferable in a public company. However the shares of 

private limited company are cannot be transferred freely. 

 

     7.       Separation between ownership and management: - The shareholder in the 

company is large and they are spread all over the country. Therefore, they cannot 

take part in the day to day routine business of the company. Therefore, the 

management of the company is done professionally by experts who are the 

representatives of the shareholders are called the board of Directors. 

 

 

     8.      Membership: -A joint stock company enjoys large membership. This is 

because, in a private company, the minimum members are two maximum members 

can be fifty. In a Public company, the minimum members are Seven and there is no 

Maximum limit.  

4.Define „ Controlling‟. Explain its importance. 

Ans : Definitions : 

1. Donnell : "Just as a navigator continually takes reading to ensure 

whether he  

is relative to a planned action, so should a business manager continually take 

reading to assure himself that his enterprise is on right course." 

2. Philip Kotler : "Control is the process of taking steps to bring actual 

results  
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and desired results closer together." 

3. Harold Koontz : "Controlling is the measurement and correction of  

performance in order to make sure that enterprise objectives and the 

plans devised to attain them are accomplished." 

 

 

        IMPORTANCE OF CONTROLLING 

          Importance of Controlling is as follows : 

       1.       Fulfilling Organizational Goals : Controlling function helps to 

measure the progress towards the organizational goals and points out the 

deviations, if any and then suggests the corrective action towards the fulfilment of 

the organizational goals. In this way controlling helps to achieve the goals of the 

organization. 

 

 

2.       Accuracy of Standards : A good control system helps management to 

verify the standards set are accurate or not. An efficient control system keeps a 

careful check on the changes taking place in the organization and helps to review 

the standards in light of such changes. 

 

3.       Efficient Use of Resources : By using control techniques, a manager helps 

to reduce wastage and spoilage of resources. This ensures that resources are used 

in the most efficient and effective manner so as to achieve organisational 

objectives. 

 

4.       Improving Employee Motivation : A good control system ensures that 

employees knows well in advance what they are expected to do and what are the 

standards of performance. Once the organizational objectives are achieved then 

they are rewarded with monetary and non-monetary incentives. This motivation 

helps the employees to perform more better in future. 

 

5.       Ensures Order and Discipline : Controlling function brings about order 

and discipline in an organization. It helps to reduce the bad behaviour on the part 

of the employees. Under this system, regular checking is done by the authorities 

concerned and preventive actions are taken to avoid any deviations in already set 

targets. 

 



6.       Facilitates Co-ordination : Control systems are designed in such a way that 

they focus not only on operating responsibilities of a manager but also on his 

ultimate responsibility. All the departments in the organization are 'interdependent 

on each other. There is always a possibility of having a good relationship between 

all the department managers. Co-ordination between the heads of departments can 

help to find out any deviations- in their respective departments and use the 

remedial measure so that desired results can be achieved. 

 

7.       Psychological Pressure : Control pressure puts a psychological pressure on 

the individuals to perform better. Their performance is evaluated with the targets 

set for them. Everyone is likely to put on their best performance as they are aware 

that it will be evaluated. They may also have a pressure to achieve the results 

according to the standards fixed for them. 

 

8.       Organizational Efficiency and Effectiveness : Proper control ensures 

organizational efficiency and effectiveness. Factors of control like making 

managers responsible, motivating them for higher performance and achieving co-

ordination in their performance ensures that the organisation works efficiently. An 

organization is effective if it is able to achieve its desired objectives. 

9.       Corporate Image : Controlling function helps to improve the overall 

performance of the organization. Progress in the business is measured in terms of 

planned standards and actual performance, if there is any deviation then corrective 

measures are applied and desired results can be achieved. This builds a good 

corporate image and brings goodwill for the business. 

 

10.
        

Managerial Responsibility : Managerial responsibility is created through 

assignment of activities to various individuals. This process starts at the top level 

and goes to the lower level. A manager assigns some activities to his subordinates 

and controls them. 

5.Define 'joint stock company'. Explain its merits and demerits. 

Ans : Introduction: - A Joint stock company is a separate entity formed by a 

number of persons contributing a fixed capital in the formation of shares (sharing 

the ownership of the company) with liability of each share holder being limited to 

his investment in the company only. The management of the company is done 

professionally by experts who are the representatives of the shareholders are called 

the board of Directors. 

. 
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Definition: - “A joint stock company is a voluntary association of individual for 

profit, having its capital divided into transferable shares, the ownership of which is 

the condition of membership.” Defined by.............. PROF. (H.L.Haney) 

 

 

 

Merits of Joint Stock Company is as Follows: - 

 

1.       Large Capital: -It is possible for a joint stock company to raise huge 

financial resources. There is not maximum limit on membership in a public limited 

company. Shares issued are available in small denominations. Therefore people 

can invest any small amount as per their needs and capacity due to the features of 

limited liability. Free transferability of shares etc. many investors are attracted to 

become shareholders of the company. Loans can be taken from banks and other 

financial institutions by the company. 

 

2.       Democratic Management: - Though shareholders elect the Board of 

Directors, who manage the business efficiently, the directors are accountable to 

shareholders, their activities are supervised and controlled by shareholders 

indirectly. 

 

3.       Transferability of Shares: -There is free transferability of shares in a 

public limited company. No permission is required to be sought from the directors 

or members of the company for buying or selling shares. However, a private 

limited company, does not permit free transferability of shares. 

 

4.       Limited Liability: - The liability of a member in a public limited company 

is limited to the extent of the unpaid amount of the shares held by him. Since the 

company has an independent legal status, its liabilities are its own. 

 

5.       Expert Services: - Due to large financial resources available with joint stock 

company, it can appoint experts for managing each area or functions of the 

company business, by paying attractive salaries to them, these brings in a great 

degree of professionalism and thereby, efficiency in management of business. 

 

6.       Relief Taxation: - The companies are required to pay taxes at flat rate. The 

amount of tax on a high taxable income therefore may be less for a joint stock 

company than individuals in a same tax bracket. 

 



7.       Public Confidence: - Joint stock company enjoys public confidence. The 

working of joint stock companies in India is governed by the provisions of Indian 

Companies Act, 1956. 

 

8.       Scope for Growth and Expansion: - There is possibility of growth and 

expansion in the company business. The company can raise large financial 

resources. Attractive salaries can be paid to engage the services of experts for 

business expansion and for managing the business professionally. 

 

 

Demerits of Joint Stock Company is as Follows: - 

 

1.       Difficulty in Formation: -The formation of the company is in itself a very 

difficult and involves too many formalities. Promoters have to prepare and submit 

various documents to the registrar of companies for approval i.e. Articles of 

Association, Memorandum of Association etc. the public limited company cannot 

commence business without obtaining a certificate of commencement of business. 

Registration of Joint Stock Companies is compulsory as per Indian Companies 

Act, 1956. Thus the formation is complicated, costly and time consuming. 

 

2.       Delay in Decisions: - In sole trading concern, and partnership firm decisions 

can be taken quickly. Company business is managed by Board of Directors who 

are not owners of the company. Therefore, there is no direct motivation for 

directors to give their best to the company. Moreover, for taking various decisions 

and getting them approved from share holders, they have to hold board Meeting 

and share holders meeting, for which a proper procedure has to be followed. That 

results into delay in decision making, good business opportunities may be lost. 

 

3.       Excessive Government Control: - There is a lot of government interference 

in the working of the company. Various rules and regulation of the companies Act 

have to be strictly followed by the company, the non – compliance of any of these 

provisions results into penalties for the officers involved. 

 

4.       High cost of Management: - The management of joint stock company form 

of organization is costly. The formation involves availing of the expert services of 

many professional like underwriters, financial and technical experts, share brokers, 

solicitors, bankers etc. 

 

5.       Undue Speculation: -since directors are responsible for the management of 

the company, they sometime use the confidential information for speculation and 



for personal gains. This results in sudden fluctuations in prices of shares in stock 

exchange, adversely affecting the public confidence. 

 

6.       No Personal Contact: -Due to very large size of the organization, 

employees feel that their efforts are not recognized and appreciated, their work 

related problems are not taken care of. as a result they feel demoralized and their 

productivity declines. 

 

7.       Lack of Secrecy: -There is no business secrecy involved in the company 

form of organization since it has to fulfill various statutory requirements, e.g. as 

per Indian Companies Act, 1956, every company must publish its annual accounts 

and certain other documents. 

 

 

8.   No Direct Effort Reward Relationship: -Since the ownership and 

management are separate, there is no direct relationship between the efforts and 

rewards. This can be de motivating for the owners of the company 

 


