
 

 

Modern Business Organisation PYQ 2020 

 

Q1. A sole proprietor wants to expand his business and requires more capital and professional 

expertise for such expansion. Should the proprietor convert his entity to a Partnership Firm or a 

Private Company? Explain in light of the differences and advantages of these forms of 

organizations. 

Ans. The decision to convert a sole proprietorship into a partnership firm or a private company 

depends on various factors, including the owner's goals, financial resources, risk tolerance, and long-

term vision for the business. Let's examine the differences and advantages of both forms of 

organizations to help the proprietor make an informed choice: 

1. Partnership Firm: 

A partnership is a business structure where two or more individuals come together to share 

ownership, responsibilities, profits, and losses. Each partner contributes capital, skills, or both to the 

business. Some advantages of forming a partnership include: 

Shared Resources: Partners bring in additional capital, expertise, and skills, which can help the 

business expand more rapidly than a sole proprietorship. 

Division of Labor: With multiple partners, tasks and responsibilities can be divided according to 

individual strengths, leading to greater efficiency and specialization. 

Risk Sharing: Partners share the financial risks and liabilities of the business. This can provide a safety 

net for the proprietor and reduce the burden of losses. 

Broader Network: Partners can bring their own networks and contacts, facilitating business growth, 

collaboration, and access to new markets. 

2. Private Company: 

A private company, also known as a private limited company, is a legal entity separate from its 

owners. It has limited liability, meaning that the owners are liable only to the extent of their 

investment in the company. Advantages of converting to a private company include: 

Limited Liability: This is a significant advantage, as the owner's personal assets are protected in case 

of business debts or legal issues. 

Perpetual Existence: A private company has a separate legal identity, which means it can continue to 

exist even if the ownership changes or one of the owners leaves. 

Easier Capital Raising: Private companies can raise capital by issuing shares to investors without the 

complexities of public offerings. This can facilitate expansion. 

Professional Image: A private company is often perceived as more formal and professional than a 

sole proprietorship or partnership, which can be beneficial for attracting customers and partners. 

Choosing Between Partnership and Private Company: 

The decision between a partnership and a private company depends on the proprietor's priorities: 



 

 

1. If the proprietor wants to maintain more control over the business and values the expertise and 

resources of a few partners, a partnership might be suitable. 

2. If the proprietor is seeking to limit personal liability, attract external investment, and create a 

more formal and structured business entity, a private company could be a better choice. 

It's essential for the proprietor to consider factors such as the business's financial health, growth 

plans, potential partners, legal and regulatory requirements, and personal preferences. Consulting 

with legal and financial experts can provide valuable insights into the most appropriate choice based 

on the proprietor's specific circumstances and objectives. 

 

 

Q2. “Multinational Corporations are a mixed blessing for developing economies." Explain. What 

policy should government of India follow regarding MNCs?  

Ans. "Multinational Corporations (MNCs) are a mixed blessing for developing economies" is a 

statement that captures the complex and multifaceted impact of MNCs on the economies of 

developing countries. While MNCs can bring various benefits, they also present challenges and 

potential negative consequences. Let's explore the pros and cons of MNCs in developing economies 

and discuss the policy approach that the government of India should consider. 

Benefits of MNCs: 

Investment and Capital Inflow: MNCs often bring significant foreign direct investment (FDI), which 

can contribute to economic growth, infrastructure development, and job creation in developing 

countries. 

Technology Transfer: MNCs introduce advanced technologies, production methods, and managerial 

practices that can enhance productivity and competitiveness in domestic industries. 

Employment Opportunities: MNCs create job opportunities, both directly and indirectly, in various 

sectors of the economy, which can help reduce unemployment rates. 

Export Opportunities: MNCs can provide access to international markets, enabling local producers to 

export their products to a wider customer base. 

Challenges of MNCs: 

Dependency and Control: Developing countries may become overly reliant on MNCs, making them 

susceptible to decisions made by these corporations, which can affect local economies and 

industries. 

Unequal Distribution of Benefits: MNCs might generate profits that are repatriated to their home 

countries, leading to less economic benefit for the host country. The distribution of benefits among 

various stakeholders can be unequal. 

Environmental Impact: MNCs' operations can have negative environmental consequences, including 

pollution and resource depletion, especially if there are weak environmental regulations. 

Labor Practices: MNCs may sometimes engage in unfair labor practices, such as low wages, poor 

working conditions, and violations of workers' rights. 

Policy Approach for India: 



 

 

The government of India should adopt a balanced and strategic approach to MNCs to maximize 

benefits while mitigating potential risks. Here are some policy considerations: 

Promote FDI with Conditions: Encourage FDI inflow by creating an investor-friendly environment. 

However, ensure that FDI policies prioritize sectors that align with the country's development goals 

and generate local value addition. 

Technology Transfer and Skill Development: Negotiate agreements with MNCs to facilitate 

technology transfer, skill development, and knowledge sharing with local companies. This can 

enhance the domestic economy's capacity for innovation and competitiveness. 

Safeguard Local Interests: Implement regulations that safeguard the interests of local communities, 

workers, and the environment. Require MNCs to adhere to fair labor practices, environmental 

standards, and social responsibility commitments. 

Tax and Profit Redistribution: Establish policies that ensure a fair distribution of profits between 

MNCs and the host country. Consider tax regulations that prevent profit shifting and encourage 

reinvestment. 

Infrastructure Development: Collaborate with MNCs to invest in infrastructure development that 

benefits local communities, such as education, healthcare, and public utilities. 

Promote Joint Ventures: Encourage partnerships between MNCs and local companies to share 

knowledge, expertise, and resources, fostering a balanced relationship. 

Monitoring and Accountability: Establish mechanisms for monitoring MNC activities and enforcing 

compliance with local laws and regulations. 

In conclusion, MNCs have the potential to bring both positive and negative impacts to developing 

economies like India. By adopting a comprehensive policy approach that promotes responsible 

investment, technology transfer, and equitable distribution of benefits, the government can harness 

the positive aspects of MNCs while addressing potential challenges and safeguarding the interests of 

local communities and the national economy. 

 

 

Q3. Explain the concept of Business Ethics and the ethical issues faced by modern managers. 

Discuss Business Ethics in the context of the recent technology wave and operations of technology 

giants like Facebook, Amazon, Google and Apple. 

Ans. Business Ethics: 

Business ethics refers to the principles, values, and moral guidelines that guide the behavior and 

decision-making of individuals and organizations in the business world. It involves considering not 

only economic and financial considerations but also the broader impact of business actions on 

society, the environment, and various stakeholders. Business ethics seeks to ensure that businesses 

operate in a responsible, fair, and transparent manner, while upholding moral standards and 

contributing positively to society. 

Ethical Issues Faced by Modern Managers: 



 

 

Modern managers encounter a range of ethical challenges due to complex business environments, 

global operations, technological advancements, and changing societal expectations. Some common 

ethical issues include: 

Corporate Social Responsibility: Balancing profit-making with social and environmental 

responsibility, and addressing issues like environmental sustainability, fair labor practices, and 

community engagement. 

Diversity and Inclusion: Ensuring a diverse and inclusive workplace that values all employees 

regardless of gender, race, ethnicity, or other characteristics. 

Data Privacy and Security: Safeguarding customer and employee data, especially in the era of digital 

transformation and increasing cyber threats. 

Fair Competition: Avoiding unfair competitive practices, such as price-fixing, market manipulation, 

and anti-competitive behavior. 

Conflict of Interest: Navigating situations where personal interests of managers clash with their duty 

to the organization and its stakeholders. 

Whistleblowing: Balancing loyalty to the organization with the moral responsibility to report 

unethical behavior or wrongdoing. 

Consumer Protection: Ensuring the safety and accuracy of products and services offered to 

consumers, and addressing deceptive marketing practices. 

Business Ethics and Technology Giants: 

The operations of technology giants like Facebook, Amazon, Google, and Apple have raised several 

ethical concerns due to their global reach and significant impact on society. Here are some 

examples: 

Data Privacy and Misuse: These companies collect vast amounts of user data, raising concerns about 

how that data is used, stored, and shared without infringing on user privacy. 

Monopoly and Anti-competitive Behavior: Some technology giants have been accused of engaging 

in anti-competitive practices that limit market competition and stifle innovation. 

Algorithmic Bias: Algorithms used by these companies can unintentionally perpetuate biases and 

discrimination, impacting areas such as hiring, lending, and content recommendation. 

Tax Avoidance: The complex global operations of these companies have been criticized for using tax 

loopholes to minimize their tax contributions in certain jurisdictions. 

Labor Practices: Concerns have been raised about the treatment of workers in their supply chains, as 

well as controversies surrounding working conditions and labor rights. 

Addressing Ethical Issues: 

To address these ethical challenges, technology giants and other businesses need to: 

i. Develop and implement strong codes of ethics and conduct. 

ii. Promote transparency and accountability in operations. 

iii. Invest in ethical training and education for employees. 

iv. Collaborate with stakeholders and listen to public concerns. 



 

 

v. Embrace responsible technology development and use. 

vi. Engage in philanthropic efforts and social responsibility initiatives. 

In conclusion, business ethics is a crucial aspect of modern management, and it becomes even more 

complex in the context of technology giants. By upholding ethical standards, these companies can 

build trust with stakeholders, contribute positively to society, and navigate the challenges posed by 

rapid technological advancements. 

 

 

Q4. Explain the recent digital revolution in Indian business. What changes in business have come 

as a result of emergence of E-commerce in India? What is the scope of e commerce and what are 

the Pre requisites of successful e- commerce implementation? 

Ans. Recent Digital Revolution in Indian Business: 

The recent digital revolution in Indian business refers to the transformative impact of digital 

technologies on various aspects of the economy, including commerce, communication, and services. 

The widespread adoption of smartphones, internet connectivity, and digital platforms has led to 

significant changes in how businesses operate and interact with customers. 

Changes Resulting from the Emergence of E-commerce in India: 

The emergence of e-commerce in India has brought about several changes in the business 

landscape: 

Increased Access: E-commerce has expanded the reach of businesses beyond geographical 

boundaries, enabling them to cater to customers across the country, even in remote areas. 

Convenience: Consumers can shop online 24/7, providing them with convenience and flexibility that 

traditional brick-and-mortar stores cannot match. 

Variety and Comparison: E-commerce platforms offer a wide variety of products, and consumers can 

easily compare prices, features, and reviews before making a purchase decision. 

Marketplace for Small Businesses: E-commerce platforms have given small and medium-sized 

enterprises (SMEs) the opportunity to sell their products online, leveling the playing field with larger 

competitors. 

Logistics and Supply Chain Innovation: E-commerce has driven innovations in logistics and supply 

chain management, leading to more efficient delivery systems. 

Digital Payments: E-commerce has catalyzed the adoption of digital payment methods, reducing the 

dependence on cash transactions. 

Scope of E-commerce: 

The scope of e-commerce in India is vast and encompasses various sectors: 

Retail: Online retail (e-tail) continues to grow, offering a diverse range of products, from electronics 

to fashion to groceries. 

Services: E-commerce has expanded beyond goods to services such as food delivery, cab booking, 

and online consultations. 



 

 

Finance: Fintech platforms enable online banking, digital wallets, and investment services. 

Travel and Hospitality: Booking flights, hotels, and holiday packages online has become a standard 

practice. 

Education and Entertainment: Online courses, streaming platforms, and e-books have transformed 

the education and entertainment sectors. 

Prerequisites for Successful E-commerce Implementation: 

Robust Online Platform: A user-friendly, responsive, and secure website or app is essential to 

provide a seamless shopping experience. 

Quality Content: High-quality product descriptions, images, and reviews help customers make 

informed decisions. 

Digital Marketing: Effective digital marketing strategies are needed to attract and retain customers, 

including SEO, social media marketing, and email campaigns. 

Logistics and Fulfillment: Efficient delivery and fulfillment processes ensure timely and accurate 

product delivery. 

Payment Gateways: Secure and convenient online payment options are crucial for building trust and 

facilitating transactions. 

Customer Support: Responsive customer service helps resolve queries, complaints, and issues 

promptly. 

Legal and Regulatory Compliance: E-commerce businesses need to adhere to legal requirements 

related to data protection, consumer rights, and taxation. 

Cybersecurity: Robust cybersecurity measures are crucial to protect customer data and prevent 

breaches. 

Adaptability: E-commerce businesses must continually adapt to evolving technologies, consumer 

preferences, and market trends. 

In conclusion, the digital revolution and the rise of e-commerce in India have transformed how 

businesses operate, enabling increased accessibility, convenience, and innovation. Successful e-

commerce implementation requires careful planning, technological readiness, and a customer-

centric approach to thrive in the competitive digital landscape. 

 

 

Q5. What are Central Public Sector Enterprises (PSEs) and what are the different forms in which 

they can be incorporated? What role have they played in the Indian economy? What are Ratna 

Companies and what is the objective of granting Ratna Status to a PSEs? 

Ans. Central Public Sector Enterprises (PSEs): 

Central Public Sector Enterprises (PSEs) are government-owned companies that play a significant role 

in various sectors of the economy. They are owned, managed, and controlled by the central 

government of a country. PSEs operate in diverse industries, including manufacturing, infrastructure, 



 

 

energy, telecommunications, and more. The objective of establishing PSEs is to achieve strategic 

control over key sectors, promote economic development, and ensure public welfare. 

Forms of Incorporation of PSEs: 

PSEs can be incorporated in different forms, including: 

Departmental Undertakings: These are PSEs that operate within government departments and are 

directly under the control of the respective ministries. 

Statutory Corporations: These are autonomous bodies established by an Act of Parliament to 

perform specific functions. Examples include Airports Authority of India and Indian Space Research 

Organisation (ISRO). 

Government Companies: These are companies incorporated under the Companies Act and can be 

further categorized as: 

Wholly Owned Government Companies: The government holds 100% of the shares. 

Joint Venture Companies: The government collaborates with private or foreign partners to establish 

companies. 

Subsidiary Companies: These are companies where the government holds a majority stake. 

Role of PSEs in the Indian Economy: 

PSEs have played a significant role in the Indian economy: 

Industrial Development: PSEs have contributed to industrialization, infrastructure development, and 

technological advancements in various sectors. 

Employment Generation: PSEs have been major employers, providing jobs to millions of people 

across the country. 

Strategic Sectors: PSEs play a critical role in sectors of strategic importance, such as defense, energy, 

telecommunications, and space. 

Resource Mobilization: PSEs have been a source of revenue for the government through dividends 

and taxes. 

Balancing Regional Development: PSEs have contributed to balanced regional development by 

establishing units in economically backward areas. 

Public Welfare: PSEs often focus on providing essential services and products at affordable prices, 

contributing to public welfare. 

Ratna Companies and the Objective of Ratna Status: 

Ratna Companies are a subset of PSEs that have been identified by the government of India as having 

the potential to be turned around and restored to profitability. The objective of granting Ratna Status 

to PSEs is to improve their financial health, operational efficiency, and competitiveness. This involves 

a series of strategic measures and reforms to transform these companies into financially viable and 

self-sustaining entities. The government aims to unlock their value, optimize their operations, and 

enhance their contribution to the economy. 



 

 

In conclusion, Central Public Sector Enterprises (PSEs) are government-owned companies that 

operate in various sectors of the economy. They can be incorporated in different forms and have 

played a significant role in industrial development, employment generation, strategic sectors, and 

public welfare in the Indian economy. Ratna Companies, identified for turnaround, are granted 

special status to revitalize their performance and contribute positively to the country's economic 

growth. 

 

 

Q6. Write short notes on: 

1. Non-Government Organizations  

2. Business and Culture  

3. Chain Stores  

4. Corporate Social Responsibility  

5. Difference between Limited Liability Partnership and Company form of organization 

Ans. 1. Non-Government Organizations (NGOs): 

NGOs are non-profit organizations that are independent from government control. They operate in 

various sectors, including social, environmental, and developmental issues. NGOs often focus on 

advocacy, service delivery, and raising awareness about specific causes. They play a vital role in 

addressing societal concerns, promoting human rights, providing humanitarian aid, and working 

towards sustainable development. 

 

2. Business and Culture: 

The relationship between business and culture is intertwined. Culture influences business practices, 

consumer behavior, communication styles, and decision-making processes. Businesses operating 

globally must understand and respect cultural differences to succeed. Cultural sensitivity is essential 

in marketing, negotiations, and cross-cultural collaborations. On the other hand, businesses can also 

influence culture through their products, advertisements, and practices. 

 

3. Chain Stores: 

Chain stores are retail businesses that operate multiple locations under the same brand. These stores 

offer standardized products or services across their branches. The central management of chain 

stores allows for consistent quality, branding, and economies of scale. Examples include 

multinational fast-food chains, supermarkets, and clothing retailers. 

 

4. Corporate Social Responsibility (CSR): 

CSR refers to a company's commitment to operate ethically and contribute positively to society and 

the environment. It involves initiatives that go beyond profit-making and encompass social, 



 

 

environmental, and ethical considerations. CSR activities can include philanthropy, sustainable 

practices, employee welfare, community development, and environmental conservation. 

 

5. Difference between Limited Liability Partnership (LLP) and Company Form of Organization: 

Limited Liability Partnership (LLP): 

1. An LLP is a hybrid business structure that combines features of a partnership and a company. 

2. Partners have limited liability, protecting their personal assets from business debts. 

3. Partners manage the business directly. 

4. LLPs are suited for professionals like lawyers, accountants, and consultants. 

5. LLPs have more flexibility in internal operations compared to companies. 

6. LLPs file income tax returns as a partnership. 

Company: 

1. A company is a distinct legal entity separate from its owners. 

2. Shareholders' liability is limited to their investment in the company. 

3. Management is separated from ownership; directors manage the company. 

4. Companies are suitable for larger businesses aiming for substantial growth and raising capital. 

5. Companies have stricter regulatory and reporting requirements. 

6. Companies file income tax returns as per company tax rates. 

In conclusion, these topics touch upon diverse aspects of business and society, from the roles of 

NGOs and chain stores to the intersection of business and culture, corporate social responsibility, 

and the differences between limited liability partnerships and company forms of organization. 


