
UNIT – I: COMMERICAL ACTIVITIES

CHAPTER-1
COMMERCIAL AND NON- 
COMMERCIAL  ACTIVITIES

Revision Notes

Human activities can be classified as:
 Commercial Activities: Activities which are concerned with the production, consumption, exchange and distribution 

of goods and services. These activities are undertaken for earning money or livelihood.
 Non-commercial Activities: Activities which are performed for pleasure, out of love and affection or out of pity.

Commercial activities can be classified as:
 Business: Any activity which is carried on primarily with the objective of earning profit. 
 Features of Business

(i) Sale and exchange of goods and services for some consideration.
(ii) Business enterprise produces or buys goods and services for selling them to others.
(iii) Involves a series of dealings
(iv) Profit motive
(v) Risk bearing
(vi) Creation of utility
(vii) Economic activity
(viii) Satisfaction of customers
(ix) Growth and expansion
(x) Social institution

 Objectives of Business
(i) Profit
(ii) Growth
(iii) Service to society
(iv) Market leadership

 Types of Business
(i) Industry: It is that part of business activities which is concerned with the production of want-satisfying goods 

and services through utilization of available material resources.
 x Primary Sector: Sector concerned with production and extraction of natural resources.
 x Secondary Sector: Sector concerned with producing finished goods.
 x Tertiary Sector: Sector concerned with offering intangible goods and services to primary and secondary 

sector.
(ii) Commerce: All functions connected with the buying and selling of goods and services.

 Profession: An occupation which involves the rendering of personal services of a special and expert nature.

 Features
(i) Specialised knowledge

(ii) Service motive
(iii) Regulated by professional body
(iv) Code of conduct
(v) Restricted entry

 Employment: An occupation in which a person works regularly for others and get wages or salary in return.

 Features
(i) Work for others
(ii) Terms and conditions
(iii) Fixed income
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Know the Terms
 Human Activity: Any kind of work whether economic or non-economic done by a person is called human 

activity.
 Service Sector: Tertiary sector is also termed as service sector.
 Tertiary Sector: The sector of the economy that is engaged in rendering of intangibles, that is, services to the other 

sectors of the economy as well as to the final consumer.

CHAPTER-2
NON-PROFIT ORGANIZATIONS

Revision Notes

 Non-profit / Non-trading Organization: An organization which is setup and run not to earn profits but to serve 
society. Some examples of non-profit organizations are charitable organizations, political organizations, etc.

 Profit Making Organization: According to Wheeler, “Profit making organization is an institution organized and 
operated to provide goods and services to the society under the incentive of private gain”.

 Non-Profit Organization: According to Wheeler, “Non-profit organization is an institution organized and operated 
to provide goods and services to the society under the incentive of social welfare”.

 Features of non-profit organization
(i) Registered under some law
(ii) Funds are raised from members
(iii) Get donations or grants
(iv) Motto is to provide service and not to earn profits.

 Types
(i) Trusts: These are designed to benefit members of an uncertain and fluctuating class.
(ii) Societies: These are governed by the Societies Registration Act, 1860.
(iii) Non-profit Companies: Indian Companies Act, 2013 permits certain companies to obtain not-for-profit status 

under ‘Section 8’. These are the companies formed for promoting commerce, art, science, religion, charity, etc.

Know the Terms
 Donation: It is a free gift given to a person or organization in the form of money, services and goods.
 Grant: Grant is a donation given for a specific purpose.

CHAPTER-3
COMMERCE

Revision Notes

 Commerce: All functions connected with the buying and selling of goods and services. Commerce deals with the 
movement of goods from producer to consumers.

 Trade: Sale, transfer or exchange of goods and services with the intention of earning profit.
(a)  Internal trade: The trade within physical boundaries of a nation. It is known as home trade.

(i) Wholesale trade: Buying and selling in relatively larger quantities. A person who is involve in wholesale 
trade is called as wholesaler.

(ii) Retail trade: Buying and selling in relatively smaller quantities. A person engaged in retail trade is known 
as retailer.
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(b) External trade: When the trade takes place across the boundaries of a country.
(i) Import trade: When a country buys goods from other countries.
(ii) Export trade: When a country sells goods to other countries.
(iii)  Re-export trade / Entre pot trade: When goods are imported not for consumption or utilization in home 

country, but for re-exporting after changing its shape or form.
(c)  E-commerce and E-trade: It refers buying and selling of goods and services over internet. Amazon, E-Bay, 

Myntra, etc. are the prominent e-trade and e-commerce web platforms.
 Aids to Trade: Activities which facilitate the trade.

(a)  Transportation: Activities concerned with movement of goods from place of production to place of 
consumption.

(b) Warehousing: Activities concerned with proper preservation and storage of goods produced.
(c)  Packaging: Art and technology of enclosing or protecting products for the purpose of distribution, storage 

and also sale to the end consumer.
(d) Banking: Facilitates the flow of goods by removing the hindrance of finance and credit.
(e) Insurance: Eliminates the hindrance of risk.
(f)  Advertising: Communicates all information about the product to the prospective buyers and creates in them 

a strong desire to buy the product.
(g) Communication: Helps in efficient operation of commercial activities.

 Role of commerce is to remove the hindrance of person (through trade), place (through transportation, insurance 
and packaging), time (through warehousing) and knowledge (through advertising) arising in connection with the 
distribution of goods and services.

Know the Terms

 Organization: A social unit purposefully constructed to achieve specific goals.
 Firm: An institutional arrangement to conduct a business activity through production, supply, organization or 

association of person to achieve its objectives.
 Company: An artificial person created by law having a separate legal entity and perpetual succession with a 

common seal.

CHAPTER-4
ONE PERSON ORGANIZATIONS

Revision Notes

 Sole Proprietorship — According to Prof. L. H. Haney, “The individual proprietorship is the form of business 
organization on the head of which stands an individual as the one who is responsible, who directs its operations, 
who alone runs the risk of failure.”

 Features of Sole Proprietorship:
(i) Sole ownership
(ii) Proprietor is the sole beneficiary
(iii) Management and Control
(iv) Minimum government regulations
(v) Unlimited liability
(vi) Individual financing
(vii) Individual accountability
(viii) Maintenance of business secrecy
(ix) Flexibility of organization
(x) No share of profits or losses

 One Person Company (OPC) – A One Person Company is a hybrid structure which has only one person as a 
director who is also a shareholder. This concept was introduced in the Companies Act, 2013. It combines all the 
benefits of a sole proprietorship along with company from of business.
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 Features of One Person Company:
(i) Only a natural person who is resident of India and also a citizen of India can form One Person Company.
(ii) There can be only one member in One Person Company.
(iii) Separate legal entity independent from its members.
(iv) Must appoint one director.
(v) Must nominate a nominee director.
(vi) If turnover crosses ` 2 crore annually, then OPC should be converted into a Private Limited Company.
(vii) No obligation for holding annual or extraordinary general meetings.
(viii) No requirement of preparing Cash flow statement in the annual financial statements.
(ix) Annual returns can be signed by the Director instead of a Company Secretary.

 Steps to incorporate an OPC:
(i) Entrepreneur must obtain a Director Identification Number (DIN) and a Digital Signature Certificate (DSC).
(ii) Apply for registering the name of the company
(iii) Should get consent of the nominee in the prescribed form
(iv) Consent form along with Memorandum and Articles of Association and other documents to be filed
(v) Receive the final incorporation certificate from the Registrar of Companies to operate business.

Know the Terms

 Director Identification Number (DIN): A unique identification number given to an existing or potential director of 
a company incorporated in India.

 Digital Signature Certificate (DSC): A digital code which is attached to an electronically transmitted document to 
verify its contents and the sender’s identity.

CHAPTER-5
PARTNERSHIP

Revision Notes

 Section 4 of the Indian Partnership Act, 1932 defines partnership as the ‘relation between persons who have agreed 
to share the profits of a business carried on by all or any of them acting for all’.

 Features:
(i) Two or more persons
(ii) Based on a contract or an agreement
(iii) Lawful business
(iv) Sharing of profits and losses
(v) Unlimited liability
(vi) Rights of ownership and control jointly held by partners
(vii) Mutual trust and confidence
(viii) Restriction on transfer of interest
(ix) Not compulsory to register
(x) Continues as to the pleasure of the partners
(xi) Capital of the firm is contributed by the partners
(xii) No separate entity from its partners.

 Partnership deed lays down the terms and conditions of partnership, and the rights, duties and obligations of 
partners.

 Consequences of non-registration:
(i) Partner of unregistered firm cannot file a suit against the firm or other partners.
(ii) Cannot file a suit against third parties for the recovery of claims.
(iii) No right to claim set off in excess of ` 100.

 Types of Partnership:
(i) On the basis of objectives

 Partnership at will: Exists on the will of the partners.
 Particular partnership: Formed for undertaking a particular venture.
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(ii) On the basis of tenure
 Fixed Partnership: Automatically ends at the completion of the term.
 Flexible partnership: Formed neither for a fixed period nor for any particular venture.

(iii) On the basis of nature
 General partnership: Formed for the purpose of carrying on business in general like trading, 

manufacturing, practicing, etc. The liability of each partner is unlimited.
 Limited partnership: Some or all except one partner have limited liability to the extent of capital 

contribution.
(iv) On the basis of legality

 Legal partnership: Formed in accordance with the Indian Partnership Act, 1932.
 Illegal partnership: A partnership firm becomes illegal when it violates the provisions of any law of the 

country.
 Types of Partners

(i) On the basis of participation in management
 Active / Working partner: These partners not only contributes capital but also takes active interest in 

affairs of firm.
 Sleeping / Dormant partner: These partners brings some capital and share profits and losses but do not 

take active interest in the affairs of the firm.
(ii) On the basis of share in profits

 Nominal partner: Does not contribute capital, does not take interest in affairs of firm, does not share 
profits, only lends his or her name.

 Partner in profit: These partners have certain share in profit of the firm. They are not permitted to take 
part in the management.

(iii) On the basis of liability
 Limited partner: Liability is limited to the extent of capital contribution.
 General partner: Has unlimited liability.

(iv) Other partners
 Secret partner: Not known to anyone, but take active interest in the affairs of the firm.
 Minor partner: Partner in profits only and is below the age of 18 years.
 Limited Liability Partnership: Partnership where some or all except one partner have limited liabilities.

 Partner by Estoppel / Holding Out / Quasi: Being not a partner of a firm but acts or represents as a partner.

CHAPTER-6
JOINT STOCK COMPANY

Revision Notes

 According to Prof. L.H. Haney, “Joint Stock Company is a voluntary association of individuals for profit, having a 
capital divided into transferable shares, the ownership of which is the condition of membership.

 Features of a joint stock company
(i) Registered body
(ii) Separate legal entity
(ii) Artificial person
(iii) Perpetual succession
(iv) Common seal
(v) Limited liability
(vi) Transferability of shares

 Classification:
(i) On the basis of mode of Incorporation

 Statutory company: Created by a Special Act of the Parliament and provides services of value to the public
 Incorporated / Registered Company: Formed and Registered under the Companies Act, 2013, including 

the companies which were earlier registered under any of the previous Companies Act.
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 Chartered Company: Formed by Royal Charter granted by the monarch.
(ii) On the basis of type of Liability

 Unlimited Company: Liability of members is unlimited.
 Companies limited by guarantee: Liability of members is limited to the extent of guarantee given by the 

members in addition to the shares held by them.
 Companies limited by shares: Liability of members is limited to the face value of shares held by the 

members.
(iii) On the basis of category of Shareholders

 Private limited Company: Restricts transfer of shares, has maximum 50 members and does not raise funds 
from the public.

 Public limited Company: Has limited liability and offers shares to the general public under Companies 
Act, 2013.

 Government Company: Company in which not less than 51% of shares are held by Central, State or Local 
government

(iv) On the basis of Jurisdiction of functioning
 National Company: Ownership is restricted to boundaries of a country in which it is registered.
 Multinational / Transnational Company: Owns and controls production outside the country as well as 

within the home country.

Know the Terms
 Shareholders: The owners of the joint stock company or the persons who have invested capital in a joint stock 

company and undertakes to bear the risk.
 Directors: A group of persons elected by members of a joint stock company to carry out its activities.

CHAPTER-7
CO-OPERATIVE SOCIETY

Revision Notes

 A cooperative society is a form of organization wherein persons associate together voluntarily and on equal basis to 
further their common interest. A cooperative society is based on the principles of self-help and mutual help and its 
primary objective is to render services to the members.

 Features
(i)  Voluntary association
(ii)  Equal voting rights as “One Man One Vote”
(iii)  Separate legal entity
(iv)  Service motive
(v)  Dividend distribution from the surplus
(vi)  Registered under the Co-operative Societies Act, 1912 or State Co-operative Societies Act
(vii)  Elimination of middlemen
(viii) Cash trading
(ix)  Accounts are audited
(x)  Principle of self and mutual help
(xi)  Democratic management
(xii)  Perpetual existence

 Types
(i)  Consumers’ co-operative societies: Seek to provide a solution to the problems created by middlemen.
(ii)  Producers’ co-operative societies: Organizations for collective production.
(iii)  Marketing co-operative societies: Producers come together to sell their output.
(iv)  Housing co-operative societies: Formed in urban areas where housing is an acute problem.
(v)  Credit co-operative societies: Provide short term financial assistance to members.
(vi)   Farming co-operative societies: Combine fragmented and sub-divided land holdings into viable economic 

units.
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CHAPTER-8
PUBLIC SECTOR ENTERPRISE

Revision Notes

 Public Sector Enterprise (PSE) : An enterprise which is managed, controlled, owned and governed wholly 
or partly by the government is called Public Sector Enterprise. A pubic sector enterprise may be defined as 
any commercial or industrial undertaking owned and managed by the government with a view to maximize 
social welfare and uphold the public interest.
z Arguments in favour of PSEs

(i) Planned development
(ii) Infrastructure facilities
(iii) Balanced regional development
(iv) Generation of employment
(v) Model employers
(vi) Social welfare
(vii) Nationalization
(viii) Equitable distribution of economic gains
(ix) Taking over Sick Units
(x) Mobilisation of Surplus

z Arguments against PSEs
(i) Delay in establishment
(ii) Faulty evaluation
(iii) Heavy overhead expenses
(iv) Poor return
(v) Labour trouble
(vi) Inefficient management
(vii) Rigid financial control 
(viii) Political interference
(ix) Lack of manpower planning
(x) Inadequate returns

z Types of PSEs
z� Departmental Undertaking: It is managed and financed by government. It runs on the same line 

as officials as one of the government departments. It is under the control of concerned minister of 
the department, who is answerable to government through parliament. Parliament loop down the 
general policy of such undertaking. For example: Indian Railways, Indian Post, Defence Department 
of India, Atomic Energy of India etc.
Features of Departmental undertaking are as follows:
(i) Financed by the government.
(ii) Proper accounting and auditing system is followed.
(iii) Managed and controlled by a government department.
(iv) Employees are accountable towards the concerned minister.
(v) Its policy is laid down by the government and it is accountable to the legislature.

z� Public Corporation or Statutory Corporation: It is also known as statutory organization. It is set 
up under a special Act of Parliament of the state legislature. It is managed by Board of Governors/
Directors appointed by the government. It is a corporate body and has separate legal existence. It has 
its own common seal. For example: LIC, RBI, ONGC, NTPC etc.
Features of Public corporation are as follows:
(i) It is established under a special Act of Parliament or State Legislative Assembly.
(ii) It is wholly owned by the state. Its capital is wholly provided by the government.
(iii) It has a separate legal existence.
(iv) It is independently financed.
(v) It is managed by Board of Directors or Board of Governors appointed by the government, which 

is composed of individuals who are trained and experienced in business management.
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 Government Company : It means a company which is set up under the Companies Act and in which 
not less than 51% paid up share capital is held by the central government or by the state government or 
partly by one or more state governments. It has the freedom to raise capital from public. Government 
Companies are free from direct government control however it is controlled by Parliamentary committee. 
For example—HMT, Coal India Limited, SAIL etc.

Features of a government company are as follows:
(i) It is registered under the Companies Act, 2013.
(ii) It has a separate legal existence. It can sue and be sued, and can acquire property in its own name.
(iii) It is managed by a board of directors nominated by the government.
(iv) Governed by Provisions of Memorandum of Association and Articles of Associations.
(v) The annual reports of the government companies are required to be presented in parliament.
(vi) Its accounting and audit practices are more like those of private enterprises and its auditors are 

Chartered Accountants appointed by the government.
 KITs:

 Manpower Planning: It is the process of putting the right employees to different roles at the right time.
 Business Development:  The creation of value for an organization is called business development.
 Overhead: Overhead is costs that are required to run a business but cannot be directly traced to a specific 

business unit.

CHAPTER-9
JOINT SECTOR ENTERPRISES

Revision Notes

 Joint Sector Enterprise (JSE) : A form of partnership between the government and the private sector where the 
state participation should not be less than 26% and regular operations are controlled by the private sector. Both 
Private Sector and Public Sector enterprises join hands to form joint sector enterprise.

 Features
(i) Mixed ownership
(ii) Combined management
(iii) Shared capital
(iv) Balanced industrial development

UNIT – II: IMPORTANT DEPARTMENTS OF A  

COMMERCIAL ORGANISATION

CHAPTER-10
DIVISIONS OF A COMMERCIAL ORGANISATION

Topic-1 Production Department

Revision Notes

 Production deals with converting raw materials into finished goods or products in a manufacturing process for the 
purpose of satisfying human wants.

 Objectives:
(a) To plan ahead the production facilities.
(b) To calculate in advance the workforce and the material requirement.
(c) To minimize the inventory cost.
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(d) To optimise space allocation.
(e) To meet the rising demand of the consumers.

 Functions:
(i) Product Design: Create a new product to be sold by a company to its customers.
(ii) Designing of Production System

z Continuous/Flow Production: Production of big quantities of a single or at most a very few varieties of 
products with a standard set of processes and sequences.

z Intermittent Production: Facilities are flexible enough to handle a variety of products and sizes or where 
the basic nature of the activity imposes change on the characteristics of the inputs.

(iii) Planning and Control are an essential ingredients for success of an operation unit.
z Production Planning decides how to go about producing a particular product which includes deciding 

what product to produce, when to produce it, what resources are required for producing it, scheduling 
these resources for production, etc.

 1.  Routing: Determination of path or route on which manufacturing operation is to be followed.
 2.  Scheduling: Arrangement of different operations involved in manufacturing in order of priority, 

fixing the time and date when each operation is to be commenced and completed.
z Production Control: Systematic planning, coordinating, and directing of all manufacturing activities and 

influences to ensure having goods made on time, of adequate quality, and at reasonable cost.
 1.  Dispatching: Setting production activities in motion through the release of orders (work order, shop 

order) and instructions in accordance with the previously planned time schedules and routing.
 2.  Expediting/Follow-up /Progressing: Ensures that, the work is carried out as per the plan and delivery 

schedules are met.
 Plant Location: Function of determining where the plant should be located for maximum operating economy and 

effectiveness.
 Plant Layout: Technique of locating different machines and plant services within the factory so that the greatest 

possible output of high quality at the lowest possible total cost can be available.
 Plant Building: Well-planned facility saves on costs of construction, operation, and innovation, and provides space 

for future expansion.
 Selection of Plant and Equipment: Depends on the need of the company. If the company has a lot of projects in 

hand for the coming few months or even years, then it definitely makes sense for it to invest.
 Research and Development: Activities companies undertake to innovate and introduce new products and services.
 Manufacturing: Process of converting raw materials, components, or parts into finished goods that meet a 

customer’s expectations or specifications.
 Quality control: Ensures that the product and product manufacturing are not only consistent but also in line with 

customer requirements.

Topic-2 Purchasing and Stores

Revision Notes

 Purchasing refers to the process of buying materials of the right quality, in the right quantity from the right 
source delivered to the right place, at the right time and at the right price.

 Objectives
z Right Quantity
z Right Quality
z Right Price
z Right Time
z Right Source

 Functions
z Finding out suppliers for required materials
z Coordinating with other departments
z Inviting quotations and preparing comparative statements
z Maintaining proper records of purchases
z Physical verification of materials
z Checking the quality and quantity of goods
z Disposal of waste and scrap
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 Process
z Receiving and analysing purchase requisition
z Finding suppliers
z Inviting of quotation from sellers
z Selection of suppliers
z Issuing purchase orders
z Follow-up orders
z Receiving, inspecting and verifying materials
z Payments
z Maintaining records

 Storage is keeping the raw materials, parts and finished products physically in proper condition until they are 
used or sold.

 Functions
z Receiving raw materials, components, tools and equipment
z Providing adequate and proper storage
z Meeting the demands of the consuming department
z Minimizing obsolescence
z Ensuring good housekeeping
z Assisting in verification

 Functions of Purchasing and Storage Department
z Location and selection of sources of supply
z Placing the orders
z Follow-up
z Verification of invoices
z Issuing requisitions
z Receiving materials
z Storing materials
z Issuing materials

Topic-3 Marketing and Sales Department

Revision Notes

 Market – It is a group of ready and prospective buyers and sellers of a particular product or service.
 Concept of Marketing:

(i) Traditional concept – Marketing focuses mainly on providing the physical delivery of goods to the customer in 
exchange for money for earning profits.

(ii) Modern concept – Marketing consists of identification, promotion, servicing and satisfaction of the needs and 
wants of present and prospective consumers more effectively and efficiently than the competitors.

 Selling – It is a process where goods and services flow finally to the consumers.
 Functions of Marketing and Sales Department:

(i) Marketing research – It refers to the process of gathering, analysing and interpreting information about 
a market, about a product or service to be offered for sale in that market, and about the past, present and 
potential customers for the product or service.

(ii) Product planning and development:
  (a)  Product planning is planning or forecasting or estimating what the consumers actually want in terms of 

quantity, quality, time, place, price, etc.
  (b) Product development is devising a product to meet the changing demands of the market or consumers.

(iii) Pricing – It refers to the decisions about the price of the product, discount (if any), etc.
(iv) Promotion – It is the creation of demand through information and persuasion.
(v) Selling – It is a transaction between the seller and the prospective buyer or buyers where money is exchanged 

for goods or services.
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(vi) Distribution – It is a mechanism which helps in spreading the product throughout the market place so that a 
large number of people can buy it.

 Objectives of Marketing:
(i) Increasing sales
(ii) Improving product awareness
(iii) Customer satisfaction
(iv) Establishing the brand in the industry
(v) Brand management

Topic-4 Finance and Accounting Department

Revision Notes

 Business Finance refers to the funds or money available for a business for its operations for some specific purpose.

 Need / Purpose of Finance

(i) Acquisition of fixed assets

(ii) Purchase of raw materials / goods

(iii) Hiring of workforce

(iv) Expansion, modernisation and diversification

(v) Operating expenses

(vi) Unexpected problems

(vii) Benefits out of market conditions

(viii) Formation expenses

 Objectives of Finance function

(i) Financial planning

(ii) Procurement of funds
(iii) Organisation of finance function
(iv) Management of assets
(v) Management of income
(vi) Financial control
(vii) Evaluation of financial performance

 Objectives of Accounting
(i) Systematic records
(ii) Ascertain profit and loss
(iii) Depict financial health
(iv) Inform shareholders

 Functions of Finance and Accounts Department:
(i) Recurring Functions: These are those functions which are performed regularly for efficient business 

operations. Some of the objectives of recurring functions are given below:
  (a) Planning of funds
  (b) Raising of funds
  (c) Allocation of funds
  (d) Allocation of income
  (e) Control of funds
  (f) Co-ordination with other departments
  (g) Book-keeping and accounting
  (h) Supervision and custody

(ii) Non-recurring / Episodic Functions: These are those functions which are performed very infrequently by the 

finance department on the happening of special events.
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Topic-5 Human Resources Department

Revision Notes

 Human resources are the people who work in an organisation, business sector, or economy towards the attainment 
of some desired goals.

 Human Resource Management (HRM) is the department of a business organisation which is responsible for the 
recruitment, selection, training and development of staff; and administers salaries, pensions and benefits; and 
looks after the health, safety and welfare of all employees.

 Characteristics of HRM

(i) Integral part of management

(ii) Pervasive

(iii) Continuous process

(iv) Dynamic

(v) Performance-oriented

(vi) People-oriented

(vii) Development-oriented

 Objectives

(i) Planning manpower requirements

(ii) Job evaluation

(iii) Recruitment, selection and retention

(iv) Compensation plan

(v) Training and development

 Personnel Management is the managerial function which is concerned with the employees and their relationship 
with the organisation and also to promote them so that they can contribute their maximum for achieving the 
enterprises goals.

 Characteristics

(i) Continuous nature

(ii) Based on certain guiding principles

(iii) Team spirit

(iv) Optimum output

 Functions of Personnel Department

(i) Managerial functions:

  (a) Planning: It is a predetermined course of action to accomplish the set objectives.

  (b) Organising: Assigning work and granting authority are two important elements of organising.

  (c)  Staffing: Filling the positions needed in the organisation by appointing competent and qualified 
persons for the job.

  (d)  Directing: Managing managers and workers and the work through the means of proper leadership, 
motivation, effective communication as well as co-ordination.

  (e)  Motivating: Encourages persons to give their best performance and help in reaching organisational 
goals.

  (f) Controlling: Setting standards, measuring actual performance and taking corrective action.
  (g)  Co-ordinating: Inter-relating the various parts of the work, as well as, the work of different 

departments.
  (h) Communicating: Transfer of information and understanding from person to person.
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(ii) Operative functions
  (a)  Manpower planning: Process of determining scientifically the number and type of employees that 

an enterprise will need in a specified period of time in future.
  (b)  Establishing job specifications.
  (c)  Determining manpower recruitment and selection:
  1. Internal recruitment: Hiring people from within the organisation.
  2. External recruitment: Hiring people from outside the organization.
  (d)  Selection: Process of carefully screening the candidates to choose the most suitable persons for the 

job vacancies to be filled.
  (e)  Placement: Assigning a specific job to each of the selected candidates.
  (f)  Induction: Introducing a new employee to the company culture and processes.
  (g)  Training: Providing required skills to the employee for doing the job effectively, skilfully and 

qualitatively.

Topic-6 General Administration and Legal Department

Revision Notes

 Administration is the function which is concerned with the determination of corporate policy, the coordination 
of finance, production and distribution, the settlement of the compass of the organisation and ultimate control 
of the executive.

 Objectives/ Functions

z Receiving information
z Recording information
z Arranging and analysing information
z Giving information
z Coordinating efforts
z Controlling activities
z Safety and maintenance of assets

 Legal Compliance means the company ensures that it will comply with all the requirements specified as per 
the applicable laws and regulations.

 Functions

z Preparation of legal documents
z Complying with legal formalities
z Preparation of legal cases
z Providing legal advice
z Procuring certified copies of legal documents

Topic-7 Management Information System

Revision Notes

Management Information System broadly refers to a computer based system that provides managers with the 
tools to organise, evaluate and efficiently manage departments within organisation. In order to provide past, 
present and prediction information, a management information system can include software that helps in 
decision making data resources such as databases, the hardware resources of a system, decision support systems, 
people management and project management applications and any computerised processes that enable the 
department to run efficiently.



Oswaal ICSE Revision Notes Chapterwise & Topicwise, COMMERCIAL STUDIES, Class-IX14

The following are the objectives of MIS:

 To store information and to process data

 To retrieve data

 To develop a system of effective and efficient planning

 To provide reports in a graphical form

 To control the organisation

UNIT – III : COMMUNICATION IN COMMERCIAL ORGANISATIONS

CHAPTER-11
COMMUNICATION

Topic-1 Concept and Process of Communication

Revision Notes

 Communication is a process of exchanging information from one person, place or group to another through 
a common system of symbols, signs or behaviour. Communication is the process of exchange of information 
between two or more persons to reach common understanding.

 According to G.G. Brown, “Communication is transfer of information from one person to another, whether 
or not it elicits confidence. But the information transferred must be understandable to the receiver.”

 Need

z Increases the size of enterprises
z Growing specialisation
z Technological advancements
z Cut-throat competition
z Trade Union movement
z Human relations
z Public relations
z Personal asset

Elements of C ommunication P rocess

 Sender: The person who intends to convey the message with the intention of passing information and ideas 
to others is known as sender or communicator.

 Ideas: This is the subject matter of the communication. This may be an opinion, attitude, feelings, views, 
orders, or suggestions.

 Encoding: Since the subject matter of communication is theoretical and intangible, its further passing requires 
use of certain symbols such as words, actions or pictures, etc. Conversion of subject matter into these symbols 
is the process of encoding.

 Communication Channel: The person who is interested in communicating has to choose the channel for 
sending the required information, ideas, etc. This information is transmitted to the receiver through certain 
channels which may either be formal or informal.

 Message: The message or content is the information that the sender wants to relay to the receiver.
 Receiver: Receiver is the person who receives the message or for whom the message is meant for. It is the 

receiver who tries to understand the message in the best possible manner in achieving the desired objectives.
 Decoding: The person who receives the message or symbol from the communicator tries to convert the same 

in such a way so that he may extract its meaning to his complete understanding.
 Feedback: Feedback is the process of ensuring that the receiver has received the message and understood in 

the same sense as sender meant it.
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Communication Process

 Role of communication in a commercial organisation:
z Acts as basis of coordination
z Helps in smooth working of an enterprise
z Acts as basis of decision making
z Increases managerial efficiency
z Promotes cooperation and industrial peace
z Establishes effective leadership
z Boosts morale and provides motivation

Know the Terms
 Management Information System can be defined as an information system which is used for decision-making 

purpose and for maintaining coordination in the organization.

 Efficiency: The ability to produce an intended result in the way that results in the least waste of time, effort, and 
resources is called efficiency.

 Coordination: Coordination is a process of ensuring that different departments and groups work in sync.

Topic-2 Methods of Communication

Revision Notes

 Communication can be Verbal as well as Non-verbal.
 Verbal communication is the communication in which information is imparted using words. It includes both 

oral as well as written language.
 Methods of verbal communication

z Letters
z These are one of the most famous tools of verbal communication in business organisations. The letters 

which are written for the business purposes are called business letters.
z� Essentials of an effective business letter:

1. Promptness
2. Knowledge of the subject
3. Appropriateness
4. Accuracy, completeness and clarity
5. Courtesy
6. Tact
7. Persuasion
8. Conciseness
9. Salesmanship
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z Telephonic conversation
z It is also an effective way of verbal communication. The most important characteristic of telephonic 

conversation is that it can be used at any time irrespective of distance between the persons.
z� Types of telephonic channel:

1. Intelligent Network
2. Virtual Card Calling
3. Account Card Calling
4. Free Phone Services
5. Premium Rate Service
6. Virtual Private Network
7. Universal Access Number
8. Tele-voting
9. Pager
10. Cellular Phone

 Non-verbal communication is a form of communication which does not involve words while it uses body 
language, tone of voice, gesture etc.

 Methods of Non-Verbal Communication
z Internet: Collection of thousands of smaller networks into a larger global network
z E-mail: Sending messages via Telecommunication links
z Video conferencing: Allows people to meet and work collaboratively without being together in one room
z Audio Conferencing / Teleconferencing: A form of telephone meeting which is conducted between 

multiple separate callers.
z Social Media Communication: Practice of creating, sharing and exchanging information in the virtual 

communities available on the Internet. 
z Popular social media tools and platforms are Blogs, Facebook, Twitter, YouTube, Vimeo, Instagram, 

Snapchat, LinkedIn, etc.

UNIT – IV : INTRODUCTION TO ACCOUNTING AND BOOK-KEEPING

CHAPTER-12
ACCOUNTING AND BOOK KEEPING

Topic-1 Introduction to Basic Accounting and Book 
Keeping

Revision Notes

 Accounting is an art of recording, classifying and summarizing (in a significant manner and in terms of money), 
transactions and events which are (in part at least) of financial character, and interpreting the results thereof.

 Characteristics:
(i) It is an art as well as a science.

(ii) Only financial transactions are recorded.

(iii) Recording is done in a systematic manner.

(iv) Accounts are classified into various ledgers.

(v) The accounts are summarized through trial balance and financial statements.

(vi) Analysis and interpretation of the result that is profit or loss, cash flow, etc.

 Book-keeping is the science and art of correctly recording in books of accounts, all those business transactions that 

result in transfer of money or money’s worth.

 Objectives
(i) Maintenance of records of business 
(ii) Calculation of profit or loss
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(iii) Depiction of financial position
(iv) Provides information to users:

  (a) Management
  (b) Owners
  (c) Investors
  (d) Creditors
  (e) Banks
  (f) Employees
  (g) Government
 Branches of Accounting

(i) Financial Accounting: The area of accounting which is concerned with reporting financial information to 
interested external parties.

(ii) Management Accounting: Development and Interpretation of accounting information specifically as an aid to 
management in running the business.

(iii) Cost Accounting: Provides information about costs which the management accountant uses to plan, control 
and make decisions.

 Accounting Cycle: A complete sequence beginning with the recording of transactions and ending with the 
preparation of the final accounts, which is usually a year. The sequential steps involved in the process are Journal, 
Ledger, Trial Balance, Income Statement and Balance Sheet.

 Important Accounting Terms:
   Capital: It is the amount which an entrepreneur has invested in the firm or which he can claim from the firm. 

It can be further classified as Fixed Capital and Working Capital.
   Liability: It is the amount which a firm owes to the outsiders. It can be further classified as Long-term Liability 

and Short-term Liability.
   Asset: It is the future economic benefit, the rights which are owned or controlled by an organization or 

individual. It can be further classified as Fixed Asset, Current Asset, Liquid Asset, Wasting Asset, Intangible 
Asset, Tangible Asset and Fictitious Asset.

   Revenue: It is the sum of money received or to be received from the customers or clients of a business as a 
result of sale of goods or services or both.

   Expenses: It is the monetary measure of input or resources consumed.
   Purchases: It is used only for the purchase of goods.
   Sales: It is used only for the sale of goods.
   Stock: Goods lying unsold on a particular date.
   Debtors: These are the persons who owe money to the firm mostly on account of credit sales of goods.
   Creditors: These are the persons to whom money is owed by the firm on account of credit purchase of goods.
   Drawings: It is the total amount of cash or goods or any other asset withdrawn by the proprietor for personal 

use.
   Cash discount: It is a discount offered if the purchaser pays before or on the agreed date.
   Trade discount: It refers to selling products at a price which is less than its printed price.

Know the Terms

  Equity: It is a claim which can be enforced against the assets of the firm.
  Gross profit: It is the difference between selling price and cost price of goods, before the deduction of any expense 

incurred in selling of the goods or operation of the business..
  Net profit: It is a profit that remains after deducting all the expenses.
  Insolvent: It is a condition when the business or the person is unable to pay the debts as they become due.
  Solvent: It is a condition when the business or the person is able to pay the debts as they become due.
 Petty cash: It is a ready sum of money kept for the special purpose of meeting miscellaneous expenses of small 

amount.
 Reserve: It is an amount set aside, out of profits or other surpluses and designed to meet contingencies.
 Voucher: It is a document or other form of evidence attesting the performance of an alleged act.
 Loss: It is something against which the firm receives no benefit.

 Proprietor: A person who makes an investment and bears all the risks connected with the business.
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Topic-2 Basic Accounting Principles and Concepts

Revision Notes

 Principle is a general law or rule adopted or professed as a guide to action a settled ground or basis of 
conduct or practice may be defined as principle.

 Characteristics of Accounting Principles

z Relevance or Usefulness: A principle is relevant to the extent that it results in information that is useful 
to those who want to know something about certain business.

z Objectivity: A principle is objective to the extent that the accounting information is not influenced by 
the personal bias of those who furnish the information.

z Feasibility: A principle is feasible to the extent that it can be applied without undue complexity or cost.

z Applicability: A principle is regarded as good, if its application is possible. If a principle is theoretically 
sound, but its application is difficult, then the principle has no value.

z Simplicity: If a principle is simple, it should command popularity. Hence the principle should have 
simplicity.

 Basic accounting concepts / postulates / Principles: These are the necessary assumptions on which the 
accounting principles are based.

z Business Entity: Business and businessman have been considered as two separate and distinct entities.

z Money Measurement: Only such transactions can be recorded and reported that can be expressed in 
terms of money.

z Going Concern: It is assumed that business is a continuous process and the business will continue to 
exist for a long period in future until and unless it is liquidated.

z Accounting Period: Uniform period of 12 months is taken for calculating profitability of business 
activities.

z Revenue Recognition: To determine the point of time at which the revenue is to be recognised.

z Matching: It is necessary to match revenues of a particular period with the expenses incurred for earning 
the revenues of that period.

z Accrual: All revenues and incomes are recorded on the basis of accrual instead of their actual receipt 
and payment.

z Dual Aspect: Every transaction has two-fold effect. It means that each transaction affects at least two 
accounts. In other words, one debit must have its corresponding credit.

z Cost: The assets should be recorded in the books of accounts at their cost price, that is, the price paid to 
acquire them.

z Accounting Equation: It is also called balance sheet equation. It signifies that the total assets of the 
business are always equal to its total liabilities. So, it forms the following equation: Total Assets = Total 
Liabilities + Capital. Capital is also a liability of the business as the business and businessman both are 
separate legal entity.

 Accounting Conventions: Accounting policies which have been in practice among accountants for very 
long times and which protect them from committing errors. Some of the important accounting conventions 
are as follows:
z  Convention of Full Disclosure: The accounts are true and far off from any type of misleading facts and 

balance sheet conveys a true and fair picture of the institution.
z Convention of Materiality: Inclusion of all important material facts is essential.
z Convention of Consistency: There must be consistency in policies and principles of business.
z Convention of Conservatism: Assets and income must be evaluated on the basis of values that show 

minimum amount of profits.
z Convention of Observance of Law: Foremost obligation of managers and owners to abide by the rules 

and regulations made by the government and to prepare final accounts using prescribed methods.
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Topic-3 Journal, Ledger, Trial Balance, and Cash Book

Revision Notes

Classification of Accounts
(i) Personal Accounts

 Natural Personal Accounts: The accounts of human beings
 Artificial Personal Accounts: The accounts of a firm or a limited company

(ii) Impersonal Accounts
 Real Accounts: The accounts of things which really exist and whose value can be measured in monetary 

terms.
   Tangible real accounts
   Intangible real accounts

 Nominal Accounts: The accounts of all expenses and incomes
 Rules of Debit and Credit

(i) Personal Account: Debit the receiver, Credit the giver.
(ii) Real Account: Debit what comes in, Credit what goes out.
(iii) Nominal Account: Debit all expenses and losses, Credit all incomes and gains.

 Journal: A basic book of original entry that records the business transactions daily.
(i) Features 

 First book recording each transaction directly in a chronological order
 Record of transactions is followed by narration
 Transaction analyzed into its debit and credit aspects
 Entire transaction is recorded at one place

(ii) Uses
 Recording of transactions
 Requirement for ledger
 Correct knowledge
 Complete record
 Proof
 Helpful in auditing
 Helpful in locating errors
 Errors are reduced
 Narration
 Proper order
 Easy ledger posting
 Regularity

 Ledger: All entries recorded in journal are classified, and in order to ascertain the position of a particular account, 
all transactions relating to that particular account are collected at one place in the ledger. It is the final book or the 
principal book of entry.
(i) Uses

 Knowledge of assets
 Knowledge of purchase and sales
 Knowledge of profit and loss
 Arithmetical accuracy
 Knowledge of income and expenditure
 Helpful in preparing balance sheet

 Posting: The method of transferring the debits and credits from the journal to the ledger.

 Cash Book: It is used for recording the receipts and payments of money in coins, notes, cheques, postal orders, 
bank drafts, etc.
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(i) Uses

 Economy of time and labour

 Prompt balancing

 Check on cash

 Systematic record

 Responsible employees

 Types of Cash books:

(i) Single Column Cash Book

(ii) Double Column Cash Book

(iii) Petty Cash Book

 Trial Balance: A list of debit and credit balances extracted from various accounts in the ledger and balances of cash 
in hand and at bank are also included in it.

(i) Uses

 To ascertain the arithmetical accuracy of ledger accounts

 To help in locating errors

 To help in the preparation of final accounts

 If the trial balance disagrees, it reveals the presence of errors which must be found and rectified.

Know the Terms
 Errors of commission: Errors are caused due to wrong posting.

 Errors of omission: Errors are caused due to non-recording in journal or non-posting in ledger.

 Errors of principle: Errors are caused due to improper distinction between types of accounts.

 Single Column Cash Book: It records all cash transaction of the business in chronological order. This form of cash 
book has only one amount column on each of the debit and credit sides of the cash book.

 Double Column Cash Book: In this type of cash book, there are two columns of amount on each side of the cash 
book one for cash and other for bank-transactions.

 Petty Cash Book: This book is used for recording payment of petty expenses, which are of similar denominations 
like postage, stationery, conveyance, refreshments, etc.

UNIT – V : BANKING

CHAPTER-13
COMMERCIAL BANKS

Revision Notes

 Banking handles cash, credit, and other financial transactions and is engaged in the business of keeping money for 
savings and checking accounts for exchange or for issuing loans and credit, etc.

 A bank is a financial institution which deals with deposits and advances, and other related services, and receives 
money from those who want to save in the form of deposits, and it lends money to those who need it.

 Functions of Commercial Banks:
z z Receiving deposits (Fixed, Saving, Current and Recurring)
z z Lending money

   Cash Credit: It is an arrangement by which the bank advances cash loans up to a specified limit to the 
customers against a bond or other securities.

   Loans and Advances: It is a lump sum advance repayable wholly after an agreed period.
   Credit Draft or Overdraft: A depositor is allowed to withdraw more than what he has deposited.
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z z Discounting of bills before the date of maturity.
z z Agency functions

   Collection of payments
   Buy and sell shares
   Making payments
   Act as trustees / executors / agents

z z Miscellaneous functions
   Provide safety vaults or lockers
   Issue letters of credit
   Give correct information about credit worthiness of other customers
   Give references about financial position of their customers

 Role of Banks in a Developing Economy
z z Mobilise savings for capital formation
z z Finance industry
z z Finance trade
z z Finance schemes to generate employment
z z Finance agriculture
 Importance of Commercial Banks
z z Providing directions to contribute economic development
z z Formation of capital assets
z z Capital formation
z z Creation of income
z z Providing funds for production
 Types of Deposit Accounts
z z zFixed deposit account: In this account, deposits are made for a specified period and cannot be withdrawn 

before the expiry of the period for which they have been deposited in the bank.
  Features

(i) Interest is paid at the maximum possible rate.
(ii) Total amount can be withdrawn by the depositor after the specified tenure of maturity of the deposit.
(iii)  Partial or full amount can be withdrawn before the expiry of the specified period but the depositor 

then had to forego the promised interest.
(iv) Not transferable

z z zSaving Bank Account: It is an account, that allows you to deposit money, keep it safe, and withdraw funds, 
all while earning interest.

  Features
(i) It is opened for non-trading customers.
(ii) It can also be opened by two persons in joint names.
(iii) Purpose of this account is to encourage thrift and foster the habit of saving.
(iv) Interest is paid on minimum monthly balances.
(v) Overdraft facilities are not allowed.
(vi) Withdrawals are limited to two or three times in a week.

z z zRecurring deposit account: It can be opened with a smaller amount over a specified time period. The 
depositor keeps on depositing a certain sum of money every month.

z z zCurrent account: It is an account into which money may be deposited and out of which it may be withdrawn 
at any point of time. Generally, operated by the business houses.

  Characteristics
(i) Money is deposited and withdrawn frequently.
(ii) Banks do not provide interest on these accounts.
(iii) Overdraft facilities are available.

 ATM stands for Automated Teller Machine.
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UNIT – VI : TRADE

CHAPTER-14
CHANNELS OF DISTRIBUTION

Topic-1 Channels of Distribution

Revision Notes

 A distribution channel is a chain of businesses or intermediaries through which a good or service passes until 
it reaches the end consumer.

 A channel can be:
z Direct
z Indirect

 Types of distribution channels:
z First channel: It is the longest channel which includes producer: wholesaler: retailer: end consumer.
z Second channel: includes producer: retailer: end consumer.
z Third channel: includes producers: end consumer.

 Clearing and Forwarding (C&F) agents are responsible for carrying out various procedures and formalities 
relating to the import of goods. The presence of clearing and forwarding agent allows the exporter to 
concentrate on their core business activities as the agent takes care all the shipping and delivery related 
activities.

 Activities of C&F agents:
z Work closely with the exporter’s right from the receipt of offer stage.
z Makes the ship bookings.
z Estimate the transit time between the factory and the port of shipment.
z Intimate the shipping line regarding the expected arrival schedule of the goods.
z Takes delivery of the consignment from the road transport company or railway station.
z Apply for and secure port permit so that the goods can enter the port premises.
z Prepare bill of lading
z Load the cargo on the vessel
z Collect all documents such as bill of lading, customs certified invoice, etc. and sends them to the exporter.

 Distributors purchase bulk products from manufacturers and resell to retailers in smaller volumes to generate 
profit.

 Wholesalers: purchase goods in bulk from the manufacturers and sell them in small quantities to the retailers.
 Retailer: Retailers are the traders who buy goods from wholesalers or sometimes directly from producers 

and sell them to the consumers. They usually operate through a retail shop and sell goods in small quantities. 
They keep a variety of items of daily use.

Know the Terms

 Direct Channel: Channel allowing the consumer to buy the good directly from the manufacturer.

 Indirect Channel: Channel allowing the consumer to buy the good from a wholesaler or a retailer.

Topic-2 E-commerce and E-trade

Revision Notes

 E-commerce stands for Electronic Commerce. It refers to any sort of business transaction that involves the 
transfer of information through the internet.
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 Features of E-commerce:
z Not restricted by time or place
z Global reach
z Standardized platforms
z Rich content
z Great extent of personalization

 E-trade stands for Electronic Trade. It is a method of trading financial securities in the forms of stocks, bonds, 
derivatives, along with foreign exchange, via an electronic platform.

 Merits of online trading:
z Lower brokerage fees are to be paid by the consumer
z Control and flexibility in the hands of investor
z No brokerage biasness is found
z Optimised trading is facilitated through various online trading tools
z Investments are monitored effectively

 Demerits of online trading:
z Prone to poor investments
z No direct relationship is established with the brokers
z Sometime, the habit of online trading becomes an addiction
z Dependent on internet network
z Prone to computer errors

UNIT – VII : SOCIAL RESPONSIBILITY OF COMMERCIAL 
ORGANISATIONS TOWARDS THE ENVIRONMENT

CHAPTER-15
SOCIAL RESPONSIBILITY

Revision Notes

 E-waste management or e-waste refers to the electronic products which have ended or are nearing their 
‘usual life’. Electronic waste or e-waste describes discarded electrical or electronic devices. Used electronics 
which are destined for refurbishment, reuse, resale, salvage recycling through material recovery, or disposal 
are also considered e-waste.

 E-wastes are considered dangerous to the environment as some of the electronic products contain certain 
materials which are hazardous by nature.

 The four basic steps involved in management of e-waste are:

z Inventory management

z Modification of production process

z Volume reduction

z Recovery and Reuse

 Recycling is the process of gathering and processing materials from products which are being thrown away 
as trash and then converting them into new products.

 The three major steps involved in the process of recycling are:

z Collection process

z Manufacturing

z Continuing the cycle

 Benefits of recycling are:

z Reduces the abundance of waste being sent to the landfills



Oswaal ICSE Revision Notes Chapterwise & Topicwise, COMMERCIAL STUDIES, Class-IX24

z Helps in the conservation of natural resources

z Prevents soil and water pollution

z Saves overall energy

z Helps in sustaining the environment for future generations

 Afforestation is the process of planting new trees or sowing seeds in a specific area which was devoid of any 
trees before.

 Reforestation is the process of planting native trees in an already existing forest in order to make up for the 
loss in the number of trees.

 Benefits of afforestation are:

z Provides a constant supply of timber, fruit and crop

z Prevents the soil erosion

z Ensures better water retention in the soil

z Encourages growth of the forest

 Eco-friendly products are the products which do not harm the environment in any stage of its production, 
usage or even during its disposal.

 Some of the eco-friendly products are as follows:

z Cloth napkins

z Cloth or Cotton shopping bag

z Gota dishwasher

z Recycled fabric clothes

z Nu wave precision induction cooker

z Rechargeable batteries

z Reusable water bottles

z Natural house cleaners

z Solar phone chargers

z Eco-friendly kettle

 The Environmental Laws in India comprise of:

z The National Forest Policy, 1988

z Policy Statement for Abatement of Pollution, 1992

z National Conservation Strategy and Policy Statement on Environment and Development, 1992

z The Water (Prevention and Control of Pollution) Cess Rules, 1978

z The Air (Prevention and Control of Pollution) Rules, 1982

z The Environment (Protection) Rules, 1986

z Hazardous Wastes (Management and Handling) Rules, 1989

z Manufacture, Storage and Import of Hazardous Chemical Rules, 1989

z The Forest (Conservation) Rules, 1981

z The Wildlife Protection Act, 1972

z The Public Liability Insurance Rules, 1991

z The National Environment Tribunal Act, 1995
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