
XII-COMMERCE(SHORT ANSWERS) 
 
1. organisation    

According to Lewis H.Haney, “Organisation is a harmonious adjustment of specialised 
parts for the accomplishment of some common purpose or purposes”. 
 
2. scalar principle: 

 Line of authority must proceed from the highest executive to the worker at the bottom 
level through a downward flow.  

 This is known as ‘chain of command’.  
 The superior has a direct authority over his immediate subordinate.  
 He is responsible for efficient performance of the work entrusted. 

 
3. co-ordination 
 The various activities of undertaking should be co-ordinated to secure the desired results.  
 The different departments may have to function frequently in close consultation with other 

departments in a departmental store.  
 The purchase department and sales department activities must be well coordinated to 

increase profit. 
 
4. sole trading business OR sole proprietorship business: 
֎ Any business unit which is owned and controlled by a single individual is known as a sole 

trading concern. 
֎ The person who manages Sole trading concern is called a sole trader. 
֎ “All is he and he is all in all” is the principle followed here 
֎ No legal formalities are required. 

 
5. ‘partnership’  
According to Prof. Haney, “Partnership is the relation existing between persons competent to 
make contracts who agree to carry on a lawful business in common with a view to private gain”. 
 
6. KARTA: 
֎ The head of the Joint Hindu Family is known as ‘KARTA’.  
֎ The members are called coparceners.  
֎ It is regulated by the provisions of Hindu Law. 
֎ It is found only in India 

  
7. co-operation: 
 A co-operative society is a voluntary association of persons. 
 In a co-operative society all the members are equal. 
 The business of a co-operative society is generally carried on cash basis. 
 “One man one vote” is the principle followed here. 

 
8. public corporation: 
 This is established under a specific statute passed in the parliament.  
 It is known as a statutory corporation because it is created by statue. 
 Its management is vested with a Board of Directors 
 Reserve Bank of India, Life Insurance Corporation are the examples of public corporation. 

 
9. Board organization 
 Organisation management is carried on by a government nominated independent Board.   
 It has its own rules and regulations.   
 Eg : Tamil Nadu Electricity Board, Tamil Nadu Housing Board 
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10. examples of Multinational companies 
1. Unilever limited     - It is a British company 
2. Union caribide     - It is an American Company 
3. Philips      - It is a Dutch Company 
4. Coco Cola      - It is an American Company 
5. International Business Machine (IBM)  - It is an American Company 

 
11. kinds of non-corporate enterprises: 

Sole proprietorship   a partnership   a joint hindu family business. 
 
12. sole trader”:    

Dr.O.R.Krishnaswami has defined the sole trader form of organisation as “a business 
carried on by a single person exclusively by and for himself “. 
 
13, unlimited liability OR  liability of the sole trader: 
 The liability of the proprietor for the debts of the business is unlimited.  
 The creditors have the right to recover their dues even from the personal property of the 

proprietor in case the business assets are not sufficient to pay their debts. 
 
14. Minimum and maximum members in partnership business: 
 Minimum - 2.     
 Maximum  - 10 (banking business) and 20 (Non-banking business) 

 
15. Relationship that exits among partners: 

o The relation that exists between the partners is contractual and not natural relation 
arising out of mutual love and affection. 

o There must be agent and principal relationship among the parner 
 
16. Dormant partner: 
 Dormant partner is also called as a sleeping partner, Financing partner 
 The partners who merely contribute capital and do not take active interest in the conduct of 

the business of the firm are called sleeping Partner  
 
17.Limited partnership: 

o A partnership in which the liability of the partner is limited is called limited partnership.  
o The law does not permit the formation of a limited partnership in India.  
o In Europe and U.S.A. limited partnership is allowed. 
o A limited partnership firm must have at least one partner whose liability is unlimited. The 

liability of remaining partners is limited. 
o The limited partnership consists of two types namely general partner and limited partner. 

18. partnership deed: 
 A partnership firm can be formed through an agreement among two or more persons.  
 In India this agreement may be oral or in writing. But it is desirable to have it in writing to avoid 

any misunderstanding among the partners in future.  
 All the terms and conditions of partnership are included in the agreement.  
 The partnership agreement is also known as Partnership Deed  

 
19.Iimplied authority of a partner 
 Where there is no partnership agreement or where the agreement is silent, “the act of a 

partner which is done to carry on, in the usual way, business of the kind carried on by the 
firm, binds the firm”. [sec.19(1)]. 

 The authority of a partner to bind the firm is called “implied authority”. 
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20.Joint and several liability:  
 The liability of partners is joint and several.  
 The creditors of partnership firm can claim their dues from the private assets of all the 

partners taken together or they can take action against the private properties of any one of 
the partners to get back their dues 

 
21.Minor parner: 
֎ No,Minor cannot become a partner 
֎ Minor is a person who has not completed 18 years of age, where a guardian is appointed by 

a court, his age of majority extends to 21 years. 
22. 

 
23.Methods of appointment of directors: 
 Appointment of Directors by the Company 
 Appointment by Board of directors 
 Appointment by Third Parties 
 Appointment by Central Government 

 
24.Statutory Meeting: 
*The first meeting of the shareholders of a public limited company is known as statutory meeting. 
*Statutory meeting must be held not later than Six month  and not earlier than one month 
*The object of the meeting is to afford an opportunity to the shareholders to know important 
details of company formation 
* This is held only once in the life time of the company 
 
25.Statutory report: 
* The statutory report must be certified  at least two directors, one of whom must be a Managing 
Director. 
* A certified copy of the statutory report must be filed with the Registrar 
 
*This report sets out the following. 

 Particulars of calls due from directors, managing director, etc 
 An account or an estimate of the preliminary expenses 

 
26.When is an Extraordinary General Meeting Convened:  
It is convened for transacting any urgent or special business which cannot be postponed till the next 
annual general meeting. 
 
27.Who can convene Extraordinary General Meeting 
 The board of directors on its own (or) 
 On the requisition of the members(or) 
 By the Company Law Board 

 

Dissolution of partnership  Dissolution of Firm 
 One or more of the partners terminate their connections 

with them 
 May or may not bring the business of the firm to an end 
 Business will be continued after dissolution 
 Need not necessarily results in the dissolution of the firm 

 All the partners terminate their connections with the 
firms 
 Bring the business of the firm to an end 
 Business cannot be continued 
 Results the dissolutions of  the partnership 
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28.Proxy: 
 *The ‘proxy’ refer to a person who is authorized by a member for the purpose of attending a 
meeting. 
*It also means the instrument by which the proxy is authorised. 
*The following points relating to proxies are worth noting: 
 Proxy cannot vote except on a poll. 
 A member can appoint more than one proxy. 

 
29.Quorum: 
 ‘quorum’ means the minimum number of members required to be personally present at a 

meeting for validly transacting any business 
 The quorum shall be two members for private company and five for a public company. 
 The quorum is fixed by the Articles. 
 For calculating quorum, proxies should not be counted  

 
30.Agenda: 
* Agenda means the list of business to be transacted at the meeting. 
* It is generally prepared by the secretary in consultation with the chairman. 
 
31.Minutes: 
* The term minutes refers to accurate official record of decisions taken at various company 
meetings. 
* Minutes should be brief and factual. 
* It should be free from superfluous words. 
* The following particulars should be present in the minutes. 

 Date, time and place of meeting 
 Chairman’s signature with date 

 
32.What usual business is done at an Annual General Meeting? 
The ordinary business at this meeting are: 

i. Consideration and adoption of the annual accounts and the reports of the directors and auditors 
ii. Declaration of dividend 
iii. Appointment of directors in place of those retiring 
iv. Appointment of auditors and fixing remuneration to them 

 
33.Is there any special qualification prescribed for a company director? 
 Yes. They must possess qualification shares, if laid down in the articles. 
 The qualification shares must be acquired within two months from their date of appointment as 

directors. 
 The nominal value of qualification share should not exceed Rs. 5000 or one share where its nominal 

value exceeds Rs.5000 
34.Alternate Director: 

If empowered by Articles of association, the Board may appoint an alternate director during 
director’s absence for a period of not less than 3 months from the date in which meetings of the 
Board are ordinarily held. 
 
35.Resolution requiring special notice: 
 Resolution requiring special notice does not belong to a separate category. 
 It can be either an ordinary resolution or a special resolution 
 The mover of the proposed resolution must give a special notice of 14 days to the company 
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 This is known as resolution requiring special notice 
 
36.Special resolution: 

 Special resolution is one which is required for transacting any special business.  
 It has to be passed by a three-fourths majority. 
 Some of the items requiring special resolution 

 Reducing share capital. 
 Voluntary winding up of the company. 

 
37.POLL: 
 When dissatisfied with the result of voting by show of hands, a poll may be demanded. 
 Here each member records his vote on a voting card for or against the resolution.  
 The voting rights of a member are in proportion to his share of the paid up equity capital of the 

company. 
 Proxy is allowed to vote in a poll. 
 
38.How is the voting right in a company excerised? 
 In a company meeting voting rights can be exercised by way of 

 Acclamation of voice 
 Show of hands 
 A poll 

  The voting rights of a member are in proportion to his share of the paid up equity capital of the 
company. 

 
39. state enterprises    
A.H. Hansen says “Public enterprises means state ownership and operation of industrial, 
agricultural, financial and commercial undertaking”. 
  
40. The role of Government in the past: 
Previously, the role of government was limited only to the maintenance of Law and Order. 
 
41. What necessitated Governments to intervene in industrial sector? 
*Private entrepreneurs worked only for profit motive.                                            
*The exploitation of consumers and workers by private entrepreneurs became very common.  
*The development of industries was left to the judgment of private enterprises. Therefore, 
Government control or intervention became a necessity to safeguard the interests of the general 
public 
 
42. How can we establish State enterprises? 
 By starting a new unit 
 By taking over an existing industrial or commercial unit owned by private persons. 

   
43. How does the state enterprises bring in balanced economic growth? 
 The aim of industrialisation is to develop all industries, essential for the country.  
 Also, various regions of the country should be equally developed.  
 Private sector may not establish industries in certain regions, where they do not find 

opportunities to earn more profit.  
 They cannot be compelled to start their undertakings in backward regions.  
 So government can start industries in backward areas. 

    
44. What factors govern the choice of a particular form of organization for an industry? 
The nature of the industry         The circumstances of the country  The policy of the government. 
45. Why departmental organisation is suitable for defence industries? 
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֎ Some industries are to be developed only in public sector. The industries like defence, nuclear 
energy etc. cannot be left in the private sector. 

֎ If defence industries are owned by private individuals / firm, in times of national emergency, 
they may not co-operate with the state.  

֎ There is also the danger of defence secrets being given out to the enemy.  
֎ So for the security of the country, defence Industries are always owned and managed by the 

state. 
 
46. public corporation 

 This is established under a specific statute passed in the parliament.  
 It is known as a statutory corporation because it is created by statue 

management: 
 It is managed by a Board of Directors.  
 The board is nominated by the government of the basis of their experience and skill. 

 
47. Government company. 
According to Indian Companies Act 1956, “Government company means any company in which 
not less than 51% of the paid-up share capital is held by the central government or by any state 
governments or government or partly by the central government and partly by one or more state 
government and includes a company which is a subsidiary of a government company”. 
 
48. Co-operation 

According to Sir Horace Plunkett “ Co-operation is self-help rendered effective by 
organisation. It is better farming, better business, better living”. 
 
49.Rochdale pioneers 
ROBERT OWEN started the first ever co-operative movement in the year 1844 with 28 members 
called as ROCHDALE society of Equitable pioneers.  
 
50. one man one vote: 
*Co-operative societies are managed on democratic lines. 
*Every member has only one vote irrespective of the number of shares held by him.  
*The society is formed on the principle of democracy which means “ One vote for one member”.  
51. ‘self help and mutual help’ 
 The main principle of co-operative organisation is the mutual help.  
 Every member of the society is expected to help himself is called as self help  
 Every member of the society is expected to help every other member is known as mutual help 

 
52. aims of credit co-operative society 
 They are formed with the object of giving short-term finance to members.  
 the co-operative society protects its members from the clutches of the moneylenders 

 
53.  ‘Consumer Co-operatives’ 

 A co-operative society organized by consumers of a locality for supplying essential goods at a 
reasonable price. This is called a consumer co-operative society.  

 It eliminates the middle men.  
 They purchase their requirements directly from the producers or wholesalers in bulk and sell to 

members, non-members at a reasonable price. 
 
54.example of Co-operative super markets in Tamil Nadu 

 Chennai  -  Kamadhenu Super Market 
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 Coimbatore  -  Chinthamani Super Market 
 Vellore -  Karpagam Super Market 
 Salem   -  Ponni Co-operative Super Market 

 
55. aims of Co-operative societies: 

 The aim of co-operative society is service to weaker section. 
 Service is the primary objective and profit is secondary objective 

 
56.  marketing co-operative: 
 Marketing co-operatives help the members to secure fair price for their products.  
 They may purchase the produce from the members and sell in bulk when the market is favourable. 
  In some cases co-operatives sell the produce of the members on commission basis.  
 Marketing co-operatives advance loans to the members.  
 
57. agricultural credit society: 
 It is the credit society, organised mostly by agriculturists of a village.  
 They provide loans to its members for various productive and unproductive purposes relating to Agriculture.  
 Agriculture credit societies are also called as rural credit societies or primary societies. 

 
58. co-operative warehouse: 
 These are mostly found in rural areas. 
 It helps the members to get the facility of storing agricultural inputs.  
 They will keep the finished goods, till they are despatched for sale through marketing co-operatives. 

 
59. features of co-operative society: 
1. Voluntary organization   2.Equality    3.Democratic management 
4. Combination & Resources   5. Concentrated effort. 6.Sprit & service. 
 
60. non-agricultural non-credit society: 

 They are formed in order to assist the middle and lower income groups of people.  
 Their main aim is for rendering different types of service to their members at nominal rates of 

interest.  
 The different types are 

1. Consumer’s co-operatives   2. Manufacturer’s co-operatives 
3. Housing co-operatives and   4. Co-operative warehouses. 

 
61.Patronage Dividend: 
*The profit of co-operative societies is distributed to the members in proportion of purchases made 
by them and not on shares held by them.  
*The payment of dividend on shares to members will be at the rate of 14% per annum on the paid 
up value of shares. 
 
62.Co-operative super market  
M.M.Zimmerman defined super market as “ A departmentalized retail establishment having four 
basic departments i.e., self-service grocery, meat, and dairy products, plus other house hold 
departments, and doing a maximum business. It may lease departments on a concession basis” 
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Types of business organization:
 
 
 

 
 
 
 
 
 
 
Sole trader: 
 Any business unit which is owned and controlled by a single individual is known as a sole 

trading concern. 
 The person who manages sole trading concern is called a sole trader.
 “All is he and he is all in all” is the principle is followed here.
 It is stated to be the oldest of all the forms of business enterprises.
 No legal formalities are required to run the business
 
Joint Hindu Family: 
֎ India is unique in the system of Joint Hindu Families. 
֎ A Joint Hindu Family comprises of 

granddaughters.  
֎ They hold the property jointly.  
֎ They do the business under the control of the head of the family. 
֎ These families have been engaged in occupations like 
֎ This system is found only in India. 
֎ The head of the Joint Hindu family is known as 
֎ The members are called coparceners. 
֎ Since 1985, Female members of the family are also eligible to get a share in the property of the 

family.  
֎ According to ‘mitakshara’ Law only the male members in the family get the right of 

inheritance by birth. It is applied throughout India except Assam and West Bengal. .
 
Partnership: 
 According to Prof. Haney, “

to make contracts who agree to carry on a lawful business in common with a view to private 
gain”. 

 Partners may share profit or loss in an agreed proportion.
 Persons who enter into partnership with one another are called partners.
 Partners are collectively called as a
 If there is no agreement, partners share profit or loss equally.
 The act of partnership is 1932
 Members: 

Minimum member in partnership
Maximum member in partnership

 
 
 

Types of business organization: 

Any business unit which is owned and controlled by a single individual is known as a sole 

person who manages sole trading concern is called a sole trader. 
is the principle is followed here. 

he oldest of all the forms of business enterprises. 
No legal formalities are required to run the business 

India is unique in the system of Joint Hindu Families.  
A Joint Hindu Family comprises of father, mother, sons, daughters, grandsons and 

 
They do the business under the control of the head of the family.  
These families have been engaged in occupations like agriculture, handicrafts, 

stem is found only in India.  
The head of the Joint Hindu family is known as ‘KARTA’.  
The members are called coparceners.  
Since 1985, Female members of the family are also eligible to get a share in the property of the 

Law only the male members in the family get the right of 
inheritance by birth. It is applied throughout India except Assam and West Bengal. .

“Partnership is the relation existing between persons competent 
tracts who agree to carry on a lawful business in common with a view to private 

Partners may share profit or loss in an agreed proportion. 
Persons who enter into partnership with one another are called partners. 
Partners are collectively called as a firm. 
If there is no agreement, partners share profit or loss equally. 
The act of partnership is 1932 

Minimum member in partnership 2 
Maximum member in partnership 10 in banking  AND 20 in non

Any business unit which is owned and controlled by a single individual is known as a sole 

father, mother, sons, daughters, grandsons and 

agriculture, handicrafts, etc.  

Since 1985, Female members of the family are also eligible to get a share in the property of the 

Law only the male members in the family get the right of 
inheritance by birth. It is applied throughout India except Assam and West Bengal. . 

Partnership is the relation existing between persons competent 
tracts who agree to carry on a lawful business in common with a view to private 

 

10 in banking  AND 20 in non-banking 
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joint stock company

Public limited company

Minimum-7
Maximum-Unlimited

Private limited company

Minimum-2
Maximum-50(exclusive of 
past or present employee)

Joint Stock Company: 
 A company is an association of many persons.  
 The capital of the company is divided into small units called a share.  
 Any one who holds or buys a share in a company is called a shareholder. 
 The liability of a share holder is limited. 
 The act of joint stock company is 1956 
 The management of joint stock company is entrusted to the board of directors. 

 
 
 
 
 
 
 
 
 
 
Co-Operative Society: 
 A co-operative society is a voluntary association of persons. 
 A person can join a co-operative society whenever he likes and leave it whenever he wishes. 
 The business of a co-operative society is generally carried on cash basis. 
 Service is primary and profit is secondary. 
 One man one vote” is the most important principle. 
 The society is managed on democratic principles. 

 
Multinational Companies (MNC’s): 

 According to the United Nations Commission on Multinational Corporations,” a multinational 
corporation is a corporation which operates, in addition to the country in which it is incorporated, 
in one or more other countries.” 

 A multinational company is a company carrying on business in two or more countries. 
 According to Neil H.Jocoby “A multinational corporation owns and manages business in two or 

more countries” 
 It is generally very large in size is one of the features of MNC 
 Government  policy is also favourable towards multinationals 
 A multinational corporation is also known ‘Global giant’, or ‘World enterprise’ or ‘international 

enterprise’. 
 Examples of MNC: 

1. Unilever limited     - It is a British company 
2. Union caribide     - It is an American Company 
3. Philips      - It is a Dutch Company 
4. Coco Cola      - It is an American Company 
5. International Business Machine (IBM)  - It is an American Company 

 GOVERNMENT INSTITUTIONS: 
Departmental Undertaking: 
 This is considered as a department attached to the ministry of a government. 
 Its administration is in the hands of the chief administrative officer of the ministry. 
 This is the oldest form of organisation of state enterprise. 
 It may be run either by central government or by the state government. 
 EXAMPLES: Railways, B.S.N.L., 
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Public Corporation: 
 This is established under a specific statute passed in the parliament. 
 It is known as a statutory corporation because it is created by a statute. 
 It is an autonomous body fully financed by the government. 
 Its management is vested with a Board of Directors appointed by the Government. 
 The main object of the corporation is to serve the public. 
 EXAMPLES: Reserve Bank of India, Life Insurance Corporation  

 
Government Company: 
 Government Company is also established under the Companies Act of 1956. 
 It is managed by a Board of Directors nominated by the government and other shareholders. 
 Government employees are not Government servants. 
 Government employees are not governed by civil service rules. 
 It enjoys borrowing powers 
 EXAMPLE:Bharath Heavy Electricals Limited 

 
Board Organisation 
 In this organisation management is carried on by a government nominated independent 

Board. 
  It has its own rules and regulations.  
 EXAMPLE:Tamil Nadu Electricity Board, Tamil Nadu Housing Board 
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