
nis question paper contains 6 printed pages. 

Your Roll No... 

HC Sr. No. of Question Paper : 7766 

LL Unique Paper Code 22411501 

Name of the Paper :Principles of Marketin 

B.Com. (H) 

LIBRARY 

Name of the Course 

Semester V 

Duration: 3 Hours 
Maximum Marks: 75 

nstructions for Candidates 

Write your Roll No. on the top immediately on receipt of 1 

this question paper. 

Attempt all questions. 2 

All parts of a question must be attempted together. 3. 

Answers may be written either in English or Hindi; but the 

same medium should be used throughout the paper. 

1. 

2 

3. 

4. 

P.T.O. 



7766 
7766 3 

1. (a) "Marketing is no more a function of marketing 
department only." Explain the statement and also discuss 

(8) 

1 

the nature and importance of marketing. 

(b) "To be successful a marketer needs to judiciously mix 

(a) Explain the various stages in consumer buying process. 2. 
all the elements of marketing?" Briefly explain those 

(7) elements giving examples. Do consumers need to pass through all stages while 

buying all the products? Give reasons in support of your 

(8) 
OR 

answer. 

(b) What is meant by product positioning? Briefly discuss 

(7) 

(a) Explain the evolution of marketing concepts. (8) 

the major bases of positioning a product. (6) Why is it necessary to understand marketing 
environment? Explain the demographic and economic 

environmental factors that affect the marketing 
(7) 

OR 

decisions. (a) What is market segmentation? Suggest and explain 

suitable bases to segment market for the follow ing 
(8) products. 

(1) Car 

(ii) Cosmetics 

(b) Explain the cultural and social factors affecting 

(7) consumer buying behaviour. 

3720T 

P.T.O. 
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7T ? 

(i)TdnA a Aufr 

(ii) sitt fRoTa (i) 

37aT 
(ü) 

3 (a) Explain Product Life Cycle (PLC) with the help of 

diagram. What strategies will a marketer use in the 

(8) maturity stage of PLC of a product? 
4. (a) Explain the communication process used in the promotion 

(8) 
(b) Explain the following : 

of goods and services. 

(b) Briefly explain the various elements of distribution 

logistics. 

(i) Psychological Pricing 

(7) 
ii) Discounts and Rebates (7) 

OR 
OR 

(a) Discuss the major types of non-store based retailing in 

India giving examples. 

(a) Explain the difference between individual branding and 

(8) 
umbrella branding giving examples. Discuss theiT 
advantages and disadvantages. 

(8) 
(b) Briefly explain the various promotional tools used by 

(7) 
(6) Differentiate between skimming-the-cream and the modern day marketer. penetration pricing. In which situations these are most 

P.T.O 
suitable? 

(7) 
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372raT 

Write short notes on any three of the following 5. 

) Direct Marketing 

(ii) Green Marketing 

(iii) Push and Pull strategies of Promotion 

(5,5,5) (iv) Functions of packaging and labelling 

() 

ii) aRa fayu 

(8200) 
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1. (a) Explain the traditional methods of evaluating long term 
ATR 1,20,000 o f4 aú ara E 

projects. GTYTTI E 4,80,000 o IT ITT 43ÍA ZTT HTFATTTT 

T MI 4 

TIT TT E AT9T 3TT 3H 5,80,000 5o 
(b) A company is planning to replace a machine which is 

required for 4 more years. Its book value is Rs 

1,60,000 and it will be fully depreciated at the end of 2,00,000o 3afa 3ATTFTFTT EriTI T 

2 years. It will generate revenue of Rs 5,20,000 per Ht R TTETH 80,000 5o fad 7 TTHT 

year for 4 years and incur expenses of Rs. 3,80,000 

per year. Its salvage value now is Rs 1,20,000 which 

will become zero after 4 years. It can be replaced by 777 30% srt TT 15% I T 
a machine costing Rs 4,80,000. The new machine is 11 

expected to generate revenue of Rs 9,20,000 per year Or (T4a) 
and incur annual expenses of Rs 5,80,000. Additional (a) Certainty equivalent approach is theoretically superior 

working capital of Rs 2,00,000 will be required if new 
to the Risk adjusted discount rate. Do you agree? 

machine is bought. Depreciation on new machine will 

be charged at the rate of Rs 80,000 per year to make 
A 

its book value equal to its expected salvage value of 
(6) A company is considering a proposal for production 

Rs 1,60,000 at the end of the fourth year. Tax rate for 
of a new product. The company expects to sell 1,00,000 

the company is 30% and cost of capital is 15%. Advise 

units of the new product each year at a selling price of 
the company about the replacement. 

Rs 5 per unit. Variable cost will be Rs 2 per unit. 

Regardless of the level of production, the company 4 T a TrT EI H5 JTE U 1,60,000 
will incur cash cost of Rs. 50,000 per year if project is 

undertaken. The machine for making of the product TTI 8 4 T arA 5,20,000 5o uTGT ZIT Ya 
will cost Rs. 5,00,000 and can be sold for Rs 60,000 

T167 2 7767 3 P.T r.o 



after the end of its life of 5 years. Additional working (b) Following is the capital structure of XYZ Lid.: 
capital required will be Rs 50,000. Overhead cost Equity share capital 
allocated to the new product will be Rs. 24,000 per (face value Rs. 10 each) Rs. 15,00,000 

year. Tax rate is 30% and cost of capital for the 8% Debentures (face value Rs 100) Rs. 4,00,000 

company is 15%. The company charges depreciation 12% Preference shares (face value Rs. 100) Rs. 4,00,000 

at 25% of the written down value. Should the company 10% Term loan Rs. 7,00,000 

buy the new machine? Rs. 30,00,000 

The company paid a dividend of Rs. 3 per share last 

year. The dividends are expected to grow at 5% per 

annum. Tax rate applicable to the company is 30%. 

All securities are traded in the capital market and the 

recent market prices are: 

Equity Shares Rs. 15 

Debentures Rs. 80 

Preference Shares Rs. 100 3T 5 FT ita7 FATT TE 60,000 5o 
Find out the weighted average cost of capital using 
book value weights and market value weights. 

zfat sr T (ifa 10 5o uta) 15,00,000 
8% s- (iTT T 100 5o a) 4,00,000 

FTfe? 11 
12% 3ttHTT NTT (HTT 100 5o ua) 4,00,000 

2. (a) Retained earnings are free of cost. Do you agree? 10% 3es UT 7,00,000 

A 30,00,000 

7767 P.T.O 7767 A 



() Compute the earning per share, if: 

*the additional funds were raised as debt 

the additional funds were raised by issue of equityy 

shares 15 50 

80 50 (ii) Advise the company as to which source of finance 

100 5o is preferable. 

y7 5-7 12% aTT BR 1,20,000 50 1 

11 

Or Tn) 54Te 7 30% I 10 Fo a saa sai 

(a) Profit maximisation is a better criterion than wealth T 80,000 ST ufeTf 3TT St tfT 12,00,000 

maximisation. Do you agree? Explain. 

fH f 4,00,000 5o TTT ETTI YHTQTTE f5 

4 

(b) A company earns a profit of Rs. 3,00,000 per annum 

after meeting its interest liability of Rs. 1,20,000 on 12% 

debentures. The tax rate is 30%. The number of equity 

shares of Rs. 10 each is 80,000 and retained earnings 
HTY6 5T : 

amount to Rs. 12,00,000. The company proposes to take 

up an expansion scheme for which a sum of Rs. 4,00,000 
* 

is required. It is anticipated that after expansion, the 
* 

company will be able to achieve the same return on 

fe5HT 
investment as at present. The funds required for expansion 

can be raised either through debt at the rate of 12% or by 

11 
issuing equity shares at par. You are required to: 

P.T.O. 7767 6 7767 



3. (a) Explain the relevance of time value of money in X Y 

financial decision making. 
3,00,000 50 3,00,000 5o 

12.5% sa-R 12,00,000 50 

4 0.15 0.16 

(b) Two companies X and Y beclong to the same risk 

class. They have everything in common except that 

firm Y has 12.5% debentures of Rs. 12,00,000. Follo- 

wing information about the two firms is available to 

you: 

Particulars X Y 11 

Net operating income Rs. 3,00,000 Rs. 3,00,000 Or 741 

12.5% Debentures Rs. 12,00,000 (a) Discuss the main decisions which are taken in financial 

Equity Capitalization management. 

Rate 0.15 0.16 

Calculate the value of two firms and explain how under 

Modigliani-Miller approach an investor who owns 10% (b) The capital structure of Greaves Ltd consists of the 

equity shares of the overvalued firm will be better off following: 

switching his holding to the other firm. Also explain Equity shares of Rs 10 each Rs. 40,00,000 

10% Preference shares of Rs 100 each Rs. 30,00,000 when arbitrage process will come to an end. 

12% Secured Debentures of Rs 100 each Rs. 20,00,000 

The net sales for the company were Rs 1.6 Crores. EBIT 

12,00,000 5o 12% fsa-q7 3TYa5T ZT1 is estimated to be 10% of sales. Corporate tax rate is 

40%. Fixed cost is estimated to be Rs 50,00,000. 

7767 9 P.T.O. 
7767 8 



i) Draw the Income Statement of Greaves Ltd. The following are the estimates of different credit 

ii) Calculate the operating and financial leverages. policies: 

Increase in Bad (ii) What will be the % change in EPS if EBIT rises by Credit Average 

Sales debts 10%? What will be the new EPS? policy Collection Period 

60 days Rs 50,000 2% A 

sfae T 10 5o aT 75 days Rs 80,000 3% B 40,00,000 50 
4% C 85 days Rs 1,00,000 10% HTeHA STR 100 5o a 30,00,000 50 

Determine which credit policy the company should 12% RT - 100 5o ad 
a4- ram fast 16 IEBIT THTA: 

20,00,000 o 
adopt. 

fat 10% *1 GTt a 40% I TT TPT 
3Taf 45 f7 *| 4-t- fse if T1T 4T4TT: 50,00,000 5o 

yRa arTA fa 60% *1 ATHT ITA 2 50 ii) EPS % uTda T E aEBIT 47 
10% a Tdt ? T EPS TT Ert? 11 

4. (a) Explain the Baumol's model of cash management. fa-fer 
far 

(b) A company has an annual sale of Rs. 10 lakhs and 
average collection period is 45 days. The company is A 60 f 50,000 50 2% 

considering shift in its credit policy. Following 80,000 50o 3T% B 75 

information is available 85 f 1,00,000 5o 4% C 
Variable cost is 60% of sales. Fixed cost is Rs. 2 lakhs 
per annum. Current bad debts are 1%. Required return 
on investment is 20%. 

P.T.O. 7767 11 10 7767 



Or (3744) 25,00,000 50 

(a) Discuss various sources of working capital finance. 28,00,000 5o 

30,00,000 5o 

(b) From the following information calculate: 36,00,000 5o 

) The operating cycle in days. Assume 360 days in a 

year. 2,50,000 50 

(i) The amount of working capital required. 1,50,000 50 

Annual consumption of raw material Rs. 15,00,000 3,50,000 5o 

Total purchases Rs. 16,00,000 THETeftai 3,50,000 50 

Total cost of production Rs. 25,00,000 . 2,50,000 5o 

Total cost of goods sold Rs. 28,00,000 11 

Total cost of sales Rs. 30,00,000 5. (a) Explain the Gordon's Model of relevance of dividend. 

Total sales Rs. 36,00,000 

Average stock (b) Ashley International started a year ago with an equity 

Raw material Rs. 2,50,000 capital of Rs 20,00,000. Other relevant details are given 

Work in progress Rs. 1,50,000 below: 

Finished goods Rs. 3,50,000 Number of outstanding shares 20,000 

Average Debtors Rs. 3,50,000 Earnings of the company Rs. 2,00,000 

Average Creditors Rs. 2,50,000 Dividend paid Rs. 1,50,000 

P/E ratio 12.5 

() What is the dividend payout ratio of the company? 

(i) 5Tdait aTAST7 TT What is the market price of the share at this payout 

15,00,000 50 ratio? Is the dividend payout ratio optimal according 

to Walter's model? 16,00,000 50 

1167 7767 P.T.O. 
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year which has just started. The rate of capitalization 
(ii) What is the P/E ratio at which dividend payout ratio 

for the risk class to which the company belongs is 10%. 
will have no effect on value of share? 

Using the MM Approach answer the following: 
(iii) What will be your decision if P/E ratio is 8? 

TT THT ATT TT 20,00,000 o at ) Calculate the price of the share at the end of year if 

(1) Dividend is declared. 

(2) Dividend is not declared. 

20,000 (ü) Calculate the number of shares to be issued 

2,00,000 50 assuming the company pays dividend, has net 

1,50,000 5o income of Rs. 10 lakhs and makes new investment 

P/E T 12.5 of Rs. 20 lakhs during the year.. 

(iii) Find out the value of the firm if: 

(1) Dividend is declared. 

(2) Dividend is not declared. 

ii) TYhT FAuy FT BT atG P/E ATYTT 8 ? 11 

Or (T) 

(a) What is stock dividend? What is its rationale? 

A 

(b) A company has a capital of Rs. 100 lakhs with shares 

of Rs. 100 each. The shares are currently quoted at par 

in the market. The company is planning to declare a 

dividend of Rs. 6 per share at the end of current financial P.T.O. 
7767 15 

7767 14 



(2) THISTfoT T fAT T4T 

AT7 10 E R TE 20 TTE T T4T T 37 7 

() Tin ifa feaT TT 
11 
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1 "Management Accounting is nothing else but financial and 

cost accounting tailored to the requirements of management." 
Critically examine the 'statement. 15 

34TGTTAICH6 
Or 

(727aT) 
What do you understand by Zero Base Budgeting ? How 

is it different from traditional budgeting ? Write in brief its 

process, advantages and limitations. 15 
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level results in 2% increase in the office overheads. Selling 

Overheads as a percent of sales remain constant. 

Prepare a budget at 80% capacity level considering the above 

information. 15 
2. The following are the figures of sales, cost and profit relating 

to a manufacturing unit working at 50% capacity 

Details Amount (Rs.) 

Sales 20,00,000 

fafyfzai Th4 (.) 
Direct cost 8,00.000 

20,00,000 
Factory overheads 4,00,000 

8,00,000 
Office overheads 2,00,000 

4,00,000 
Selling overheads 3,00,000 

2,00,000 
Profit 3,00,000 

fast 3ftq4 3,00,000 
Every 10% increase in sales beyond 50% of capacity is 

T 3,00,000 
possible only after reducing the price by 1% on the base 

0% 4T afër5 74 10% fa 
level of S0°% capacity sales. Material cost included in direct 

TR 50% 4I fa q 1% TI TT 3u4 
cost at this level is 25%. With every 10% increase in capacity 

above this level of direct. material comes down by 2%. Factory
&THT 10% 37f7 a 2% TE I 

Overheads at this level are fixed to the extent of 50% and 

rest are variable. Every 10% increase in output over the present P.T.O 
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(37) fffaa. 31aEi 3TATR Tatats ag4, 
TUTHT 

2% as ai TTI faT 34ftTa fat 

fNTT6 

3172017 .atiEA : 

Or 
125 1 100 ET A 

(74aT) 30 615 24 T B 

51 2. 1 TKiaG TH 660 TT TI (a) From the following data, calculate Activity Ratio, 

Capacity Ratio and Efficiency Ratio : 

FT ? A factory manufactures two products 'A' and B' 
3. An' analysis of ABC Ltd. led to the following information Standard time to manufacture product A is 2 hours and 

Variable Cost Cost Element Fixed Cost 
product B is 10 hours. The budgeted and actual 

(% of sales) 
production in October 2017 was as follows 

Rs. Rs. 
Budgeted Production Actual Production 

Direct Material 32.8 
Products 

125 Units 100 Units Direct Labour 28.4 A 

24 Units Factory Overheads 126 1,89.900 
B 30 Units 

Distribution Overheads 4.1 58400 Total actual hours worked were 660. 

General Administration overheads 1.1 66,700 (b) State the main distinction between standard costing and 

P.T.O. 
budgetory control. 
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Budgeted sales are Rs. 18,50.000. You are required to Or 

determine (3727a) 

(a) The break-even sales Calculate Material Variances 

(b) The profit at the budgeted sales volume Standard mix for production 

(c) The profit if actual sales drop by 10% and drop by Material A 600 units 15 Rs. per unit 
5% from the budgeted sales 15 Material B 800 units 20 Rs. per unit 

ABC Ltd. zU5 toyciy HIiTeT taAI UIT 
Material C: 1000 units @25 Rs. per unit 

Actual mix for production: 
ufarda TTA TATT aTA 

Material A : 640 units 20 Rs. per unit 

Material B: 960 units @15 Rs. per unit 
. 

Material C : 840 units 30 Rs. per unit 
32.8 

HTT 5 feexy (Variances) uHI ifyu: 
284 

12.6 1,89,900 
HIM A: 600 hI5T 15 . TTa 5 

4.1 58,400 
HI B: 800 @20. a FT 

1.1 66,700 
HIC: 1000 T5 @25. ta 1 T faT 18,50,000 T. IATTH 39T f faeifia 

: 
() HgT fat @20. Ha HITA : 640 5hTSI 

HTM B: 960 5S @15. 

(H) z qyes fa 5% 3R aTf4% fat 10% HI C: 840 5TgT @30 f T 

P.T.O 
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4. A company makes an average profit of Rs. 3.95 per unit on. 

a selling price of Rs. 16 per piece by producing 60,000 units 

or 60% of the potential capacity. lts c0sts of sales per piece 

s4 R TH4 47 7T: 3.33% 6% 

is 15 

Direct Materials Rs. 5, Direct wages Rs. 1.65, Works overhead 

3THH I 3T7 yTAT H x . THIA Tent 
Rs. 5 (50% fixed), Sales overhead 0.40 (25% varying). 

f5 H 4. 20% T z74 7 t ITH 
During the current year, it intends to produce the same number 

2 H TT T4 2,15,000 . 
but anticipates that the fixed charges will go up by 10%, while 

Or 

the rates of direct labour and direct material will increase by 
(3724T) 

3.33% and 6% respectively. There is no scope for increasing 
A factory has estimated its overlheads for the next year at 

the selling price due to keen competition. Under this situation, 
Rs. 6,00,000. The factory works 240 days in a year. It works 

it obtains from X Ltd. an offer for a further 20% of its capacity 
for 8 hours a day. The total budgeted production for the year 

What should be the minimum price to earn a profit or 
is 12,000 units. 

Rs. 2,15,000.
Actual data, for the month of October 2017 are given as 

HI HT 5 60% 60,000 35 faf4a 5 
under : 

Rs. 54.000 
Actual Overheads 

1.060 units 
Actual Output 

Tr HI 5 , RIA TCI 1.65 T., 34R4 4 hours 
Idle timne 

5. (50% feR, fa3ufi7 0,40 (25% uferRITC) 
P.T.O 
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Calculate 

( 
5. () What is meant by divisional performance measurement ? 

Overhead cost variance 

Describe any wo techniques used for this purpose. 8 
(i) Overhead expenditure variance 

What is transfer pricing ? What are the methods of (ii) Overhead efficiency variance 

transfer pricing ? Discuss, in brief. 7 
(iv) Idle time variance. 15 

(37) fa4Tiy fquyrea 3417 ATy51 3HHT ? 

6.00.000. aIT a 240 f 
(T)HR (Transfer) TA ? R 

T2 3F9ICA 12,000 h14 EI 
Or 

(314) 

Division A of XYZ Co. Ltd. has currently a net income of 

54,000 . 
Rs. 4,00,000 p.a. generated from an investment of Rs. 20 lakh. 

1,060 hI5 
The company requires a minimum return of 16% p.a. A new 

4 
project is being considered by the division manager of A 

TUHTfsu 
which will entail investment of Rs. 2 lakh and will yield annual 

( faqu 
net income of Rs. 36,000. Evaluate the project using 

(i) 34ttE4 77 f 
(0 ROI method 

(in) 3 faarm 

(iv) i) Residual income method. 

P.T.O. 



12 7770 

fsq A, XYZ 5. fa dA S T 4,00,000 

f fTH f6 20,00,000 . FTTI 77 16% 

T .. T A A faHTi ya5 

7T ufaI T f 2,00,000 T. 

( ROI TKIS à 

(i) 3HT 
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1. (a) Critically examine the DAGMAR approach
for setting of advertising objectives. 

8 
f5TTTT FTF DAGMAR 

P.T.O. 
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(b) "Advertising expenditure in India is 

extravagant and socially wasteful". Do you 

agree with this statement ? Give reasons 

2. (a) What art the various types of layout 

available to advertisers ? Give suitable 

8 in support of your answer. 7 examples. 

THTGE M-à$ ? 3477 31ETT IMI 

(b) Selection of celebrity as an endorser is an 

all time winning creative strategy." Do you 

agree ? What could be the considerations 

in using an endorser for a fashion apparel 

7 

OR 

(a) Discuss the important methods of of brand ? 

determining the advertising budget. 
8 

BIct&' 4T TT HE47 ? $T7 TAT6 AIS 

(b) "Advertising is an imperative economic 

function in modern business". Discuss the 
OR 

objectives and utility of advertising from 

the marketers and consumers point of 

7 
(a) What is an Advertising Appeal ? What kind 

of appeal would be appropriate for the 

following products ? view. 

fqorset3t eir 3qT g TrnfTCT 
(i) Fertilisers 

2 
3 P.T.O. 
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(ii) Baby Products 
(ii) Herbal Shampoo 

(iii) Fans 
(ii) Refrigerator 

Also give a brief headline for any one of 
the above product according to the appeal 
suggested. 

iv) A new brand of noodles 

8 

(b) What is meant by selectivity, with regard 
to the purchase of advertising media ? 

Discuss the various ways magazines offer 
(b) "Advertisement copy is the heart of an 

advertisement". Discuss the importance 
and elements of a good advertisement copy. 

7 selectivity to advertisers. 

7 

OR 

3. (a) Suggest which advertising media is best 

suited for advertising the following 
products. (Give suitable reasons) 8 (a) "The ultimate goal of media planning is to 

place the message before the targeet 

audience effectively." In the light of this 

statement, develop an effective media plan 
for a consumer durable product. (i) Car batteries 

8 

5 P.T.O. 
4 
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OR 

(a) What are the various post-testing 
techniques available to a marketing 
manager to test the effectiveness of the 

(b) "To reach to rural markets, marketers 

need to look beyond the conventional media 
advertisement ? 8 

options." Do you agree with the statement ? 

Why ? 6-7? 

(b) How has Advertising Standards Council of 

India (ASCI) ensured honesty and 34T 
truthfulness in advertisements ? 

4TT f5T I-5 uR (ASCI) 
4a) When can an advertisement become 

deceptive ? What are the remedies TafeT 4T&? 

available against deceptive advertising ? 

8 
5. Attempt any three of the following 

5,5,5 

(a) Types of advertising (Any five) 

6) Define an advertising agency. What are the 

functions of an advertising agency ? 
(b) Audience selection. 

7 

? 7 P.T.O. 
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(c) Methods of illustration 
. 

(d) Pre-testing techniques of measuring 
advertisement, effectiveness 

f45197 

(e) Ethics in advertising 

4200 8 


