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“Issuing houses in the UK and as Investment Banks in the US.

UNIT 1

An Overview of Banking & Financial
Services

Introduction ;

Services which are provided by financial institutions like banks and non-
bank financial intermediaries that cover a broader aspect of money or managing
finance, credits, debits, merchant banking, leasing, factoring mutual funds,
Bancassurance, consumer finance, stock brokerage, investment funds, etc.,
are called financial services. This chapter discusses the various financial services
and its benefits to the people, institutions, industries and economy.

Merchant Banking ; : 2R
Meaning of Merchant Banking: The dictionary meaning of “Merchant
Bank” refers to an organization that undertakes corporate services and
advises such clients on issues like corporate mergers / services of funded
and non-funded nature and also investment services. The organization may
be a bank, corporate body, firm or proprietary concerns.

The term merchant banking is used differently in different countries and

there is no precise definition of it. They are also known as Accepting and
L

Merchant Banking may be defined as “an institution which covers a wide
range of activities such as management of customer services, portfolio
management, credit syndication, acceptance credit counseling, insurance,

etc’.
Securities and Exchange Board of India (SEBI) defines a merchant banker
as “ any person who is engaged in the business of issue management either
by making arrangement regarding selling, buying or subscribing to securities
as manager, consultant, advisor or rendering corporate advisory services in
relation to such issue management.” !

A merchant bank is a company that deals with international finance, business
loans for companies and underwriting. MBs are said to be at the centre of
capital market operations, especially the new issues market.

These banks are experts in international trade, which makes them specialists
in dealing with multinational corporations. Amerchant bank (MB) may perform
some of the same services as an investment bank, but it does not provide
regular banking services to the general public. MBs offer a package of
financial services and finance for a fee, but provide more of the former.
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pNIT 1

mtroduction to Internationa] Trade

—

The world has a long, rich history of international trade among nations that

can be traced back to hundred years of civilizations. Since then it was
recognized that trade can directly help to improve the quality of life of the
people in the world. Today, the practice of trade among nations is growing
byleaps and bounds. It would be difficult to find a person who has not been
influenced in some way by the growing trade among nations.

What is International Trade? Why International Trade?

The few fundamental and logical questions one can ask at this stage
are what is international trade and why do modern countries trade with one
another? Why cannot a nation be self sufficient or self-reliant? Why cannot
anation produce all the goods and services desired by its citizens for different
purposes? The answers to all the above questions are not at all difficult and
neither do they require any detailed theoretical analysis. Any individual
who can answer one of the following questions would be in a position to
easily understand the meaning and need of international trade. “Why cannot
one labourer at a point of time be a doctor, engineer, banker, farmer etc?”
Or“Why cannot one firm produce all types of goods and services?”

Trade is commonly understood to mean exchange of goods or services
among people. Trade may be internal or external. By internal or domestic
trade we mean transactions taking place within the geographical boundaries
of a nation or region also called as intra-regional trade. External or international
trade is defined as trade among different countries or trade across political

frontiers. It means exchange of goods and services between one country
and another.

Let us make an attempt to enumerate the reasons that make countries
engage in international trade. All nations do not have all the resources to
Produce each and every commodity or service desired by its citizens. Some
countries are deficient in critical raw materials, such as textile or oil, some
Will have deficiency with respect to required capital and machinery and few
Would lack skilled professionals. Thus, international trade is inevitable when
there exists such marked differences between countries. To make up fgr
these various differences and deficiencies, countries must engage in
International trade and obtain the resources necessary to produce the goods

10
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UNIT 1
Introduction to Public Finance

In this chapter we shall learn
- The meaning and scope of Public Finance
- The concepts of Private and Public Finance
- The Principle of Maximum Social Advantage
- Fiscal Functions

Introduction

In a perfect world, the market mechanism would efficiently allocate economic
resources to the most productive and desirable activities, leading to full
employment and maximum social welfare. But we live in an imperfect world.
Competition is rarely perfect and the markets may not be bestsuited to
decide what will lead to the greatest good of the greatest number. Private
enterprise is guided by the profit motive. This may result in misallocation of
resources, market failures and greater inequalities. Hence it is necessary
for the government to intervene in economic activities,to regulate and direct
the course of development in the country and to shape economic policy to
ensure social justice.

The laissez-faire policy advocated minimum interference of the
government in economic activities. The traditional role of the government
was to maintain law and order and to protect the country from foreign
aggression. However unbridied capitalism can bring about violent fluctuations
and disruptions in the economy and hence today the economic role of the
government in maintaining stability and bringing about desirable outcomes
through a system of incentives is largely acknowledged.

It is through public finance and the fiscal policy that the government
fulfils the objectives of its economic policy. These objectives may differ
from country to country. Socialist countries may aim for the equitable
distribution of income and wealth and fiscal tools will be employed to transfer
income from the rich to the poor. For developing nations, it is essential to
mobilise resources for the promotion of developmental activities which the
government achieves through taxes and subsidies. On the other hand, for
the developed nations, fiscal policy is expected to maintain stability and to
prevent the ill-effects of slumps and booms while controlling inflationary
and deflationary tendencies.

15
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1.

OFIWHIBHﬂﬂ“HCESECTOR

A STUDY
OF INDIA

V. Dheena Dhayalan*

INTRODUCTION

Indian economy is classified in three sectors — Agriculture and allied,

[ndustry and Services. Agriculture sector includes Agriculture (Agriculture
ivestock), Forestry & Logging, Fishing and related activities.
[udes Manufacturing (Registered & Unregistered), Electricity,
d Construction. Services sector includes Trade, repair,

hotels and restaurants, Transport, storage, communication & services related to
tate & professional services, Community, social

broadcasting, F inancial, real es
& personal Services. Services sector is the largest sector of India.

The services sector is not only the dominant sector in India’s GDP, but has
also attracted significant foreign investment flows, contributed significantly
to exports as well as provided large-scale ‘employment. India’s services

de, hotel and restaurants,

sector covers a wide variety of activities such as tra
transport, storage and communication, financing, insurance, real estate, business
services, community, social and personal services, and services associated with

f:onstruction. The services sector in India has remained the most vibrant sector
in terms of contribution to national and state incomes, trade flows, FDI inflows,

and employment.

STATEMENT OF THE PROBLEM

A large proportion of Indian population is still engaged in agriculture
fector and the next largest employer is service sector where banking, insurance
rade, hotels & restaurants and community, social & personal services are the

proper & L
Industry 1nc
Gas, Water supply, an

*A e ®
ssis . )
sistant Professor in Commerce, Sri Subram

Tiruttani.

aniaswamy Government Arts College,
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APPLICATION OF PARETO ANALYSIS IN MICRO,
SMALL, MEDIUM, AND LARGE TOURISM ENTERPRISES
TO SOLVE THE DECLINE IN CUSTOMER
EXPERIENCE ISSUES

Cheryl Venan Dias*
Venan Bonavnture Dias*¥*

INTRODUCTION

Decision making is the ultimate challenge in any industry especially the
service industry which deals with personal contact with the customers. Such
decisions may influence the perception of a customer about the service provided.
Managing such perceptions is not possible without having a strong quality team
that helps to identify glitches in service delivery and ultimately can also affect
the organisational objectives. Management needs tools to help them maintain
the consistency in quality of service and increase productivity and there is
help available in the vast literature related to quality management (Andersson,
Manfredsson, & Lantz, 2015; Chan, Lau, Ip, Chan, & Kong, 2005; Holmlund,
2007; Ishikawa, 1985; Kiran, Mathew, & Kuriakose, 2013; McLoughlin &
Towers, 2005). It was the Japanese who introduced various quality management
tools, which are part of the management jargon, every board meeting will not
be complete without the mention of JIT, TQM, Workgroups, Quality Circles,
and the favourite fish bone analysis. All work together to solve problems
related to operations in one way or the other. This paper takes a closer look
at a blended approach where in Cause and Effect, becomes the antecedent to
Paretto Analysis. While in the production industry the word ‘defects’ may be
dominant while in the service industry ‘service quality’ or ‘customer experience’
takes the center stage. Though the hospitality industry may have both aspects of
production and service, the travel and tourism industry considers the latter with
priority. The ability to produce the same ‘customer experience’ time and again
becomes a priority for this industry. An unhappy customer or one who did not

* Asst. Professor & HOD Department of Tourism Studies S.S Dempo College of Commerce
and Economics, Goa.

**President , Global Research Foundation , Goa.
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ETHICS AND ITS SIGNIFICANCE
IN TOURISM

Y Keywords:

Ethics, Business

Practices, Approaches
in solving ethical
dilemmas

To ensure a substantial load for an
airline, they tend to overbook by fifteen
to thirty per cent. The consequence of these
bookings result in a practice called bumping’
of passengers. Where in the passengers are
denied boarding. Annually in North America
and Europe around five to ten passengers
per thousand passengers are bumped. It
is also reported that in London Heathrow
around eighty to hundred passengers are
bumped daily by around seventy airlines
operating there. It’s a practice that is
prevalent across the aviation industry. Is
there are solution to this practice? Is it
an unethical trade practice?

After completing this module you
will be able to:

1. Identify cases that lead to unethical
business practices in tourism.

2. Define ethics and map it to the tourism
sector

3. ldentify the importance of business
ethics.

4. ldentify three approaches to solve
ethical dilemmas in business

5. Discuss the global code of ethics in
tourism

6. Identify the international regulatory
bodies associated with tourism
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UNIT 1
Money and Money Supply

In this chapter we shall learn
- Origin and Components of Money
- RBlindices of Money Supply
- RBlinstruments to regulate Money Supply

Introduction

Money is a pre-requisite for the smooth functioning of economic and
financial transactions in a modern economy. The modern-day money helped
the producers and consumers all over the world deal with the limitations of
the barter system. Under the to barter system the consumers had to be
satisfied with limited goods because the direct exchange of goods involved
only a few goods. The barter system compelled consumers to consume
only locally produced goods as trade or rather exchange of goods with distant
places was nearly impossible. The evolution of money in its present form
helped both producers and consumers by expanding trade and markets
across the world. Robertson has described in his book ‘Money’, that with
the help of money in an economy one can see what people want and in how
much quantity they want it. This helps in deciding what is to be produced,
how much is to be produced and how the limited resources of the economy
should be optimally utilized. Hence, the scope of money has been extended
over to consumption, production, distribution and public finance. Money is
an important tool for producers, consumers and the government as it has
helped in channelizing the process of production, consumption, distribution
and social welfare.

Definition and Functions of Money

Money is basically an asset in an economy which is used by people to buy
and sell goods and services. Money has been broadly defined by economists
as something that serves as a medium of exchange, a unit of accounting
and a store of value. Money has been widely accepted as a medium of
exchange which helps to expedite all kinds of monetary and economic
transactions. In other words, ‘Money refers to a value whichis widely accepted
as a medium of exchange, as a legal tender for repayment of debt, as a
standard of value, as a unit of accounting measure and as a way and means
to save or store purchasing power.' Some researchers are of the opinion

31



®

~

VT. LTD.

"

§p

SHETH
WERS P

.

PUBLIS

32 b mmaie

Barreto

Iness
1stics

©
S.Y. B.Com. Semester-Iil

Ehrlich Dias

Bus
Stat

% e e 2
e IR S R SR B vy . . ; : 3



Sheth Dublishers DPrivate Limited

Our Foot Prints p
" Regd. Office & Unit No. 4, Ground Floor, Lalwani Industrial Estate, i 43
Show Room 14, G.D. Ambekar Marg, Wadala, Mumbai — 400 031.
' . ® (022) 6662 4553 / 6662 4554 FAX : 6662 4556
Email : _suppqrt@she_thpublishers.com
‘PALLAV—KUNJ’; Borda, Mérgao, Goa, @ (0832) 2733436

Goa. - e .
P iS55 MatalikT Charbers; 37 Flbor, Appa Balwant CHowk,
2 o 23, Budhwar Peth, Pune—411 002. © (020) 24450773
R - : Shreeniwas Apt., Mulwu draj Lane, Opp. Dharampeth Mahila Bank,
" Walker Road, Mahal, Nagpur — 440 002. «
® (0712) 2737052
: 1 (Gujarat). ® 0265-2418911 / 2411287
- il ik Road; Bhavnagar (Gujarat). ® (0278) 2516679

Price : T 125/- only '
ISBN - 978-93-87877-77-1

© Authors

-5 G

e Zhe”boq[{ i{ strictly wr"itt'en‘ac’(?bf’ding to the new syllabus available at the time of printing.
Publish:f;.yl‘;oz?;i;glsf?;{?jfé ;Zitbien made to avofa’ errors anc{ omissions in t/x.is publication by the Authors and the
AR e e ol nb’,i,c:gnz? .I%rlpograplucal errors nug/-lt have crept in. Any mistake, error or discrepancy
o T s 1C O Pub]"i which shall be ‘taken care of in the forthcoming edition. It is hereby notified that
Hiere, froni. I is Spsested thot ”t" ters or seller will be liable for any damage or loss to anyone, in any manner,
e P lEaton with origiaal o Vo avoid any d.oubg the read'er s/u.)u/d cross—check all the facts, law and contents of

T e S e ernment publication or notifications wherever applicable.
RS, S il 0::’" Z;‘C/l’a‘-"‘:ifcl Z;l, or Ian):' part thereof, may not be' reproduced or transmitted in any form or by any
reprodiced on any disEs fame » including pho_toeopymg, r.ecordln‘g:, storage in an information retrieval system, or
prior written I)erlnission’offhe’ PeZ?ra{ed media or other mformqt:on storage device, etc., otherwise, without the
permission of the Publis] e pu .lS/Ie.r and. author: No key to this book can be prepared without the prior writtén
THis book ; shers. Any violation will invite prosecution-legal action under the Indian Copyright Act
ok . S -
S Circulatedff‘ sold subject to the condition that it shall not by way of trade or otherwise, be lent, resold, hired
For bindin istak : . ‘ e
within one m011tllgo};;f,t:-‘]f;;en};q)'?nfs or fo.r' missing pages, etc., ‘the publishers’ liability is limited to replacement
7 y similariedition. All expenses in this connection are to be borne by the purchaser.

All disputes f = : } 0 :
P are subject to jurisdiction of courts, tribunals and forums at Mumbai only.’ ;

AV

Publi T P ——
- lShedf&> = “8heth Dublishers Private Ltd.. Unit No. 4,"Ground Floor, = E foasd
; : Umbai' 400 031.

Printed by = = = 0S5 ; rour
*dby | [alwani Industrial Estate, 14, G.D. Ambekhr Matg, Wadbia, M

,.@,,?\6,6}21,153553(’/ 6662 4554 FAX : 6662 4556.

L3 [«

§. 15

33



GONTENTS

0.

0.1
0.2
0.3
0.4
0.5

1.1
1.2
1.3

14

1.5
1.6
1.7
1.8

1.9

2.2

2.3
24

Introduction to Statistics
Introduction

Functions of Statistics

Scope of Statistics
Limitation of Statistics
Statistical Concepts

Collection and Presentation of Data
Characteristics of the Population .
Collection of Data

Sources of Data

Methods of Data Collection

Classification of Data in Tabular Form
Preparation of a Frequency Distribution
Frequency Distribution of Discrete Variate
Class Interval and other Related Concept
Cumulative Frequency Distribution -

“Solved Examples

Exercise

Diagrarhmatic Representation of Data
Graphs
Histogram
Frequency Polygon
Frequency Curve
Cumulative Frequency Curve
Diagrams
2.2.1 One dimensional diagram

Simple bar diagram

Sub-divided bar diagram

- Percentage bar diagram

Multiple bar diagram
2.2.2 Two dimensional diagram Pie diagram
Advantages of diagrams and graphs
Limitations of diagrams and graphs
Solved Examples
Exercise

(vi)

34

\)ommahhuww

—
o

15-34
15

20
20




3. Measures of Central Tendency
3.1. Measures of Central Tendency
3.2 Requisites of a Good Measure of Central Tendency
3.3 Arithmetic Mean (A.M.) '
3.4 Weighted Arithmetic Mean
3.5 Missing Frequency when Mean is given
3.6 Merits and De Merits of Arithmetic Mean
3.7 Harmonic Mean
3.8 Merits and Demerits of Harmonic Mean
Exercise
3.9 Mode
3.10 Merits and Demerits-of Mode
Exercises
3.11 The Median
3.12 Median for Grouped Data
3.13 Merits and Demerits of Median
Exercise
3.14 Partition Values
Exercise

4. Measures of Dispersion
4.1 Measures of Dispersion
4.2 Range and Coefficient of Range

. Exercise
4.3 Quartile Deviation and Coefficient of Quartile Deviation

4.4 Merits and Demerits of Quartile Deviation
Exercise

4.5 Mean Absolute Deviation and its Coefficient

4.6 Merits and Demerits of Mean Deviation
Exercise

4.7 Standard Deviation and Coefficient of Variation

4.8 Combined Standard Deviation

4.9 Merits and Demerits of Standard Deviation
Exercise

4.10 Skewness

4.11 Measures of Skewness
Exercise

5. Index Numbers

5.1 Characteristics of Index Numbers

5.2 Construction of Index Numbers
I. Simple Price Index Number

1. Simple Aggregative Price Index Number
(vii)

35

35-65
35
35
36
39
41
42

SRER

49
49
50
51
55
55
56
62

- 66 -105

66
67
68
69
74
74
75
83
83
84
89
92
92
94
95
103

‘106 - 124

106
107



53
5.4

5.5

5.6

5.7
5.8

6.1

.62

6.3
6.4

6.5

111, Simple Average of Price Relatives

IV. Weighted Aggregative Price Index Number
V. Weighted Average of Price Relatives
Solved Examples

Some standard Weighted Index Numbers
Types of Index Numbers

Fixed Base Index Number;

Chain Base Index Number

Shifting the Base

Splicing

Cost of living Index Number

5.5.1 Methods of Constructing the cost of living Index Number
552 Use of Cost of Living Index Number
Real Income

5.6.1 Inflation and Deflation

5.6.2 Real Income

5.6.3 Importance of Real Income

Uses of Index Numbers )

Limitations of Index Numbers

Exercise .

Analysis of Time Series
Introduction .

Time Series

Model of Time Series
Estimation of Trend

A. Method of Freehand Curve
B. Method of Semi-Average
C. Moving Average Method
Method of Least Squares
Exercise

(viii)

36

108,
110
112

114
114
114
115
116
116
117
117
117
117

125 -144
12¢
128
127
12¢

13¢
14]



Jtroduction to Statisti
I stics 09" !

INTRODUCTION
TO
STATISTICS

|0.1 INTRODUCTION TO STATISTICIS 3 ! J
d. To some people, it means set of figures
think of statistics as something used to
statistics is study with the help of figures,

Statistics is the most commonly used wor
e.g. Number of books on shelf. While others
reinforce a qualitative statement, yet to others,
charts, diagrams, etc. el

When this entire was systematically
the scientific practice of developing human knowledge with the help
Thus, statistics can broadly be defined as follows : LR :

Statistics is a science pertaining to the " collection, organisation, analysis and
It is applik;able to a wide variety of academic discipline, It is also
licy framing in business and government. _
tistical methods are used to summarise and
ised either numerically or graphically. In this

put forth, a science called statistics was evolved. It is
of emperical data.

interpretation of the data.
used for decision making, po

Data is the backbone of statist.ics,' sta
describe a collection of data. Data is summar
course, we will learn both the methods.

E).2 FUNCTIONS OF STATISTICS

The functions of statistics are : '
1. It presentsthe data in numerical form.

It reduces the complexity of data.

It facilitates comparision.

It helps in establishing cause & effect relationship.

It helps in policy framing.

It helps in future forecasting.

It helps to derive valid inference ‘ J

[0.3 SCOPE OF STATISTICS

Scope : In the modern world
is accepted as a science, it helps in assessment
in various fields like Agriculture, Commerce,
plays a vital role in overall growth and development of the country.

branches of sciences, it has limitations too.

e B2 B S N S )

statistics is well recognized by all the disciplines Statistics
of facts and figures, hence it has application

Fconomics, Industry, Medicine etc. Thus it
However like all other
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Chapter 1
CO-ORDINATE SYSTEM

Rectangular Cartesian Co-ordinate System

1.1 Co-ordinate Geometry

Co-ordinate geometry is that branch of Mathematics which deals with
the study of geometry by means of algebra. In co-ordinate geometry,
a point in a plane is represented by an ordered pair of real numbers
called co-ordinates of the point and a straight line or a curve is
represented by an algebraic equation with real coefficients.

Thus we use algebra for the study of geometry.

1.2 The Cartesian system of Co-ordinates

When two numbered lines perpendicular to each other (usually
horizontal and vertical) are placed together such that the two origins
(the points corresponding to zero) coincide, then the resulting
configuration is called a Cartesian Co-ordinate system

Let X’OX and Y’OY be two number lines

perpendicular to each other, meeting at the

point O then

(i) X'OXis the X axis

(i) Y'OYisthe Y axis

(i) O is the origin 4_t
(iv) X’OXand Y’'QY taken
. 3
together are the co-ordinate ——> y axis
axes. | Sl
’ 1+ ,,origin
X | | [l | | 1 |
< I | ] I I 1 | | L X
4 3 2 1_?__ 12 Ls 4
-2 X axis
-3
-4
Y!
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4 Evalving Paradigms in Teurism and Hospitality in Developing Countries

ABSTRACT

Tourism is a strategic economic activity in Karnataka, India, but the
uniqueness of the governing bodies accentuates the integrated planning
pioneering with several distinguishing features. The urban and territorial
changes occurring due to tourism are well-introspected areas in contempo-
rary scientific literature. This chapter adopts an integrative approach with
a framework connecting scientific traditions of tourism and its evolving
paradigms. Destination management and competitiveness describe how a
country can revitalize its resources in terms of its tourism potentiality. The
collective investigation of the development of tourism and the recent narra-
tion of regional planning directs toward conclusions regarding the role of
destination management organizations (DMO) in tourism with contempo-
rary development. This process has resulted in the creation of a compe-
tency model and the role of a methodical planning approach. This study
emphasizes on the role of DMOs, responding to the need for a destina-
tion management. For this purpose, the various functionalities, activities,
and roles of DMOs are evaluated through literature reviews. This chapter
delves into a qualitative exploratory research design and corroborates with
in-depth executive interviews from the public-sector and private-sector
domains. The data 1s analyzed with computer-assisted qualitative data
analysis method (NVivo). This exploratory study applied a thematic anal-
ysis network that ventured into several aspects and functionalities of desti-
nation management such as destination governance, funding, stakeholder
relationships, competitiveness, and performance. This organization plays
an important role in one way or another as it coniributes in a large way
toward development within a destination.

1.1 INTRODUCTION

The tourism industry is a young and rapidly growing industry. It creates
abundant opportunities and benefits to the society if managed in a system-
atic manner. It is widely sought after due to the positive impacts it has on
the destination. A unique feature of tourism is i1ts “multiplier effect” that
creates employment generation and various business opportunities and
they trickle down to the different levels of the society (Pestana etal | 2011).
For effective and efficient tourism, there should be proper coordination
and cooperation among the various participants. A collaborative effort by
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278 Evalving Paradigms in Tourism and Hospitality in Developing Countries

ABSTRACT

Current chapter defines, examines, and explores the constructs of talent
development (TD) in the tourism industry. TD mostly connects with an
availability of open source talent that is obtainable in form of graduates
who possess a certain level of inbuilt talent. The models developed over a
period of time are critically examined to identify any research gaps. This
chapter attempis to address research guestions associated with the impor-
tant constituents of TD, external influxes, and facilitators associated with
TD, activities to be undertaken by the support systems to promote and
position the TD internationally and interventions taken up by the Indian
Gowvernment toward TD. The first part of the chapter explains the general-
ized management models of TD, the second part of this paper focuses on
TD with a special emphasis on open source TD in tourism. The chapter also
explores the various dimensions in which TD has become a reality starting
with cultural tourism, intrinsic development, and development programs by
institutions, globalization, environmental factors, international institutional
approach, and steps taken by Indian government towards TD in tourism.

14.1 INTRODUCTIOMN

“Talent is the innate ability, aptitude, or faculty, especially when unspeci-
fied; abowve average ability™ (The Collins English Dictionary, 2015). Talent
development ( TDY) has been extensively studied and a part of research and
theory building since the early 1980s. The construct was fairly nowvel at
that time because it was studied in comparison to the century-old myth that
talents would dewvelop without any efforts spontaneously (Chan, 2010).
Thus, embedding itself deep in the aspects of pedagogy, inviling curiosity
from various child psychologists including Dr. Howard Gardner who gave
the concept of multiple bits of intelligence. It may be termed natural or
nurtured, in which intrinsic and extrinsic influences are observed (Ceci
and Williams, 1999). To provide further clarity (Gagne, 2007) differenti-
ates that talent translates to systematically developed skills, whereas gifis
are natural abilities. Chambers et al. (1998) indicated that the construct
T has not received much attention that it deserves. TD to be successful,
and earn its rightful role in organizations, needs to be considered a sepa-
rate entity that complements talent management, rather than embedded in
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Nature and Objectives of Business Finance % ' 3

1. BUSINESS FINANCE ' j

Literally speaking, the term business finance connotes finaricing of ‘business
activities. Thus, to develop the meaning of business finance, appreciation of the
meaning of the terms business and finance is necessary. The word Business must be
“understood to embrace every human activity (usually activated by the hope of
profits, whereby man’s wants are supplied. In common parlance the word ‘Business’
is used to denote merchandising (commercial) activity undertaken for the purpose of
earning profits. Business may be refered to as any activity in a nature of commerce,
~ occupation or a profession. Commerce includes trade and aids to trade. Trade is an
action of buying and selling of goods and services while aids to trade refers to the
supporting activities ‘like banking, communication, logistics, etc supporting trade.
Occupation refers to a job or commercial activity while the word Profession can be
~called an occupation when a person is paid for his particular skills, and his deep

knowledge. : '

Forestry, mining,’fishing,' farming, manufacturing, practising medicine, trading,
transporting, shipping, building, bankmg, merchandising and many other activities
are businesses that help to supply material wants through ‘goods and services. The
supply of goods and services stem’ up from busmess can be categorized into three
groups : Commerce, Industry and Servrce '

Commerce as explalned above through trade and aids to trade are concerned
with the transfer of commodities through numerous channels from the producer to
the ultimate consumers. Industrial activity, on the other hand, is concerned with the
production and sale of goods produced. Thus, agrlculture business produce
agricultural goods while industrial businesses are those that produce commodities
either by manufacture or by some definite treatment of materials or that produce and
. supply the raw materials, which may be used in their original form or form which
marketable commodities can be manufactured. In addition, there are certain business
activities that do not deal in tangible commodities; instead they render services for
making profit. Such activities are cIasSified under the category ‘Services’.

1.1 Meaning and Definition of Finance

‘To carry out any business activity one needs money. It is |mportant to understand
that money is only a medium of exchange (payment) for goods and services. Thus '
having money alone will not suffice to carry out a business, one needs something
more than that. Broadly, the important resource needed to carry out business is
finance’. Having explained the meaning of business and money we now proceed

ahead to understand the term finance.
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MEANING OF INVESTMENT

In any economy there will be a group having surplus funds and there will be another
group having deficit. For example, individuals earning income may have surplus funds
Jeft with them after meeting their regular expenses. Such individuals may be interested in
deploying their surplus funds in certain avenues which will result in additional income
and multiplication of their savings. On the other hand there is corporate sector which has
identified profitable projects and requifes huge amount of funds for exploiting the
opportunities in such projects. It is very important to transfer the funds from surplus
sector to deficit sector. Investment is an important activity in an economy that results in
transfer of surplus funds from savers in an economy to the deficit sector. Such transfer is
intended to result in gains to both savers as well as users of surplus funds through the
process of wealth creation. i S RN

From the viewpoint of an individual, investment ,is_a'nb activity involving sacrifice of
consumption of goods or services today to earn returns in future. In other words, in an
investment activity, an individual commits his/her funds for an economic activity for a
particular time period so as to earn suitable returns. For example, an individual investing
Z 10,000 in equity shares of a company, commits his funds to the company to earn good
returns in future in the form of dividends and also appreciation in the value of equity
shares after certain period of time. Similarly, another individual may buy gold of X 50,000
with the hope of selling it at a higher price in future and making profits on the same.
Thus, investment is an activity that is expected to give reward to the investor. »

However, there is a possibility that this, reward may accrue to a lesser extent or the
reward may not accrue at all. For example, the company in which an investor has invested
¥ 10,000 may not declare a dividend after one year due to low profits. Or the price of
equity share has not appreciated and instead has fallen after a period of one year resulting
in loss to the investor. Similarly, the price of gold may have declined and investor is
unable to sell the gold at a profit after certain period of time. Thus, in an investment there
is possibility of loss. Whether an investor would indeed earn expected returns from an
investment is uncertain. This uncertainty brings an element of risk in an investment.

Thus, it can be summarized that, investment is an economic activity that requires
commitment of surplus funds with the hope of earning returns in future. However, these
returns are uncertain. Hence the activity of investment involves both returns as well as

risk.
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Company Fi inal Accounts »
2%
1. MEANING
Financial stateme & histor
about financial perforn?:aiileegg's‘o"C.al documents which show summaries of detailed information
an organization for the accounting period and financial position at

the end of the accounting period. There ar
and Balance Sheet. are two basic financial statements viz. [ncome Statement

2. INCOME STATEMENT
isas P IE .
It is a statement of revenue from operations, other incomes and expenses during 8 given

accounting year. It indicates financial perfor
ormance o ani LIt is
also called as statement of profit and loss. f an organisation for an accounting year [

3. BALANCE SHEET

It is a statement of assets and labilities indicati . ;
St e T s & Statel;ua :s zfmd habnhues mc.hcmmg financial position of an organization at a

nd lia;bilities et n ‘(‘) assets and equity. Assets include non-current assets and current

assets a 1clude shareholders fund, Non-current liabilities and current liabilities.
4. FINANCIAL STATEMENTS AS PER COMPANY LAW -

fAS per section 2 (40) of the Companies Act, 2013, financial statements include

i) - a balance sheet at the end of the financial year;

ii) a profit and loss A/c or in the case of a com i ivi
. : pany carrying on any activity not for rofit an
income and expenditure A/c for the financial year; . e d g .

jii) cash flow statement for the financial year;

jv) a statement of changes in equity, if applicable and

v) any explanatory note annexed to or forming part of any document referred to I to IV.

In the case of one person company, financial statements may not include cash flow statement.
5. LEGAL REQUIREMENTS .
1. Books of Accounts :

Section 128 (1) provides that every company must keep at its registered office books of
accounts, relevant papers and financial statements for every financial year and explain the
ransactions effected both at the registered office and its branches.

2. Basis :
Books of accounts must be kept on accrual basis and according to Double Entry System of

accounting. ,
3. A Place Other than Registered Office ‘
The books of accounts may be kept at such other place in India as the Board of directors may
decide. When such a decision is taken, the company must file with the registrar, within 7 days a
notice giving full address of that place.
4. Electronic Mode
~ The company may keep such books of accounts O
such a manner as may be prescribed. .
5.. Branch Books of Accounts , ‘

Where a company has a branch in India or outsi
complied with. The branch must send the summarized retu
place where accounts are kept [section 128 (2)).

6. Inspection by Directors
 The directors have the right to ins
a place where accounts are kept.
7. Preservation
- The books of accounts of every company must
immediately preceding the financial year.

8. Penalty . =
In case of contravention of section 128, M.D., whole time direct

financial office shall be punishable with imprisonment for 1 year or wit
be extended to ¥ 5,00,000 or with both.

9. Compliance with A.S. and Forms ‘ . ‘
The financial statements must comply with the accounting standard notified under section 133

and must be in the form prescribed by schedule III [Section 129 (1)].

r other relevant papers in electronic. mode in

de India, the provisions of the Act must be
rn at its registered office or at such other

pect the books of accounts at the registered office or at such
be preserved for at least 8 financial years

or in éhange of finance, chief
h fine of ¥ 50,000 which may
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CHAPTER 1
ESSENTIAL ELEMENTS OF A CON TRACT

—

Agreements and contracts are two different things. To form a contract, there
must first be an agreement. It is therefore important to know what is an
agreement and what is a contract, and how a contract is formed.

Definition of Agreement — Section 2(e)

“Every promise and every set of promises, forming the consideration for
each other is an agreement.”

Definition of Promise — Section 2(b)

“When the person to whom the proposal is made signifies his assent thereto,
the proposal is said to be accepted. A proposal when accepted becomes a

promise.”

Definition of Contract — Section 2(h)

“An agreement enforceable by law is called a contract.”

ESSENTIAL ELEMENTS OF A VALID CONTRACT

1. Proposal and acceptance : The first step towards creating a contract
is that one person shall make a proposal or offer to the other, with a
view to obtaining the acceptance of that other person to whom the
offer is made. A proposal when accepted becomes a promise.

2. Consideration : Every contract consists of two parts — (i) Promise
and (ii) Consideration for the promise. A promise is usually made in
return for a promise eg, a buyer agrees to pay the price in return for
the goods. Goods are the consideration for the buyer and price is the
consideration for the seller. Consideration is the cause of the promise.
Itis a promise in return for a promise. It is the most essential part of
a contract and an agreement without consideration is considered void.

3. Competent to contract : That is, the person must be major of age, of
a sound mind, and not disqualified by law from contracting.

4. Free Consent : Parties to a contract must give their free consent.
Two or more persons are said to consent when they agree upon the
same thing in the same sense. Mere consent is not enough. Consent
of the parties must be free. ie., it must not have been obtained by (i)

Business Laws # 3
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Mathematical Logic
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1.1. ihtroduction'" ol

‘ Gedrge Boole (1816-1864)
provide rules by which one ca
is valid. Any collection of rul

stated. The language is called object language.

invented symbolic logic. One of the main aim of logic to

n determine whether any particular argument or reasoning
es needs a language in whi

In fact, every scientific discipline

developes its own object lan certain well defined terms and well

specified uses of these terms. ;

The difference between logic and other disciplines is that in other disciplines we are

concerned with the use of object language while in logic we are as interested in analysing
~our object language as we are usingit: - Cane

guage which consisits of

Logical reasoning for example, is applied by a software engineer to verify the
correctness of programs, by scientist to draw conclusion from experiments and so on.
1.2. Logical statement and their truth values- | R '

A simple, declarative sentence which is either

‘ ‘True’ or ‘False’ but not both at the
same time is called a statement or Proposition is |

ogic.
Example : '
1. Goaisa state, > ¥l Vb wonTid Vil
-~ 2. 54+44=9 Ml g

3. Puneiscapital of India. " ‘
4. Sum of two even integers is odd integer.

All the above sentences are statements. The

first two are true statement while the last
two are false statements. i : '

Note that the following sentences are not statements.
5. 2xisanatural number. - e
- 6. In which college are you studying ?
7. Sheis very pretty. '
Sentence 5 is not a statement as °
declarative at all while in statement 7wed
The above given exam
" byletters p, q, 1, s, etc. .

Two or more simple statements are combi
compound statement.

X' is not described there, sentence 6 is not
0 not know who is she.

ples from 1 to 4 are statements in logic which can be denoted

ned by' means of logical operatdr to form a
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An organization needs various resources like men, material, money, mach‘inqg
technology, skills etc, All these resources need to be brought together and‘ ey
" maximum utilization of it in order to achieve the set goals of an organizatioy, T

I
system adopted to make effective utilization of all th :
management, '

e resources  is knowy

Therefore, manager adopts vatious functio

ns of management |j
organizing, directing,

motivating and controlling, Through these functions,
> Work done from the employees. |

ke pl,anning
he gets.

> Make optimum utilization of machineries;

> Proper use of available finance and achieve set targets.

The outcome of proper management is to bring increase in the productivity ang
rise in profitability. - : C ks

Definition of Management

the use of human"be'ings and other:res‘c")ﬁrces’;’,. ' -3
o SN i c ~George R. Terry
2 “To rhanage is to forecast and to plan, to ‘organize; to

command, to co-
~ordinate and to control”, ~

J oAb L R —HenryFayol
| The Role of Management 3 ¥ i ' '
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Basic Issues in Economic Development

BASIC ISSUES IN ECONOMIC
DEVELOPMENT

In this chapter we will learn

=» Concept and measures of Development and Underdevelopment
& Economic Growth and Development

® India’s GNI per capita

®  Human Development Index

Economic development is a process which leads to economic and social change in an
economy. The changes brought about are qualitative and quantitative in nature.
Development helps to improve welfare index of a country by increasing real national
income, per capita income, providing better healthcare, education, infrastructure facilities
etc. The countries which achieve higher level of real national income, per capita income,
better standard of living, reduced inequalities of income and health etc. are termed as
‘Developed countries whereas countries which experience low real national income, low
per capita income and standard of living, higher inequalities of income are termed as
‘Under Developed countries. World Bank on the basis of income classification have now
termed low income economies as ‘Developing’ and high income economies as
‘Developed’ countries.

Concept of Development and Underdevelopment

The term ‘Economic Development’ has been defined in different ways by different
economists and sociologists. In this section we shall try to understand about what is
development from the perspective of different individual and institutions.

Todaro and Smith (2011s) defined economic development as a sustainable rate of
growth in per capita income which helps countries increase its output faster than the
population. But this definition fails to consider the issue of poverty, discrimination,
unemployment and income distribution as it assumes that increased output would tackle
all these issues. They simplified the difference between development and
underdevelopment by stating that if poverty, unemployment and inequality in income are
reducing, it means it is a period of development. However, if any one of them or all of the
problems are growing, then the country is witnessing underdevelopment.
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