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                                                    CHAPTER-1 INTRODUCTION TO COMPUTERS  

 

 MEANING AND DEFINITION OF COMPUTERS 

 The word ‘computer’ literally means something that’ computes or ‘calculates’. 

 Computer is an electronic device which possesses raw data to give meaningful 
information. 

                                                 In short ,we can say that computer is an electronic machine which: 

                                                                          (i)Accepts input in the form of symbols 

                                                                          (ii)Stores it    

                                                                           (iii)Processes those symbols 

                                                                           (iv)Produces the desired result. 

 

 According to International Standards Organization( ISO) 
 “A computer is a data processor that can perform substantial computations, including numerous 
arithmetic and logical operations, with intervention by a human operator during the run,” 

 

According to Oxford Dictionary  
“It is an electronic machine for making calculations, storing and analyzing information fed into it”.  
 

 

 FEATURES AND CAPABILITIES OF COMPUTERS 

1. Scientific Approach-Computer uses scientific approach while performing the work assigned to 
it, unlike human beings there is no question of emotional or subjective evaluation. It always 
acts in a neutral manner. 

 

2. Automatic Machine-Once data and instructions are fed into it, it executes them one by one  
           without human intervention.  

3. High speed-The speed of computers is quite comparable to that of light. They are known for    
their extremely high speed. Their speed is so high that it is expressed in micro or nano     
 seconds. 

4. Storage or memory- The storage device in a computer is called its memory. There are 
different  storage devices like floppy disks, magnetic disks, micro-films, hard disk, zip disk, 
etc. These storage devices including the primary memory enables computer to store large 
volumes of data. 

5. Accuracy- Accuracy is the most important feature. The net output is highly reliable because  
computer operations are error free. Computers work with 100% accuracy, but error if any are 
solely due to wrong input of data by operator.In Computer technology it is known as 
GARBAGE IN GARBAGE OUT(GIGO) 

6. Diligence- Fatigue, boredom and tiresome attitude are indispensable to human nature but   
computer never suffers at the hands of mental and physical fatigue. 

      7.  Versatility -Computers are called versatile machine because the same computer can be used  
           for performing a wide variety of jobs. 
      8.  Binary System -A computer understand only two states either ‘ON’ or off. 
 



 

LIMITATIONS OF A COMPUTER SYSTEM  

  

1. LACK OF COMMON SENSE-A computer can perform only those tasks which can be defined 
in a finite number of steps. They do not have common sense. 

 

2. ZERO IQ- Computers are like dumb driven cattle with zero intelligence quotient.They must be 
directed to perform action. 

 
3. SENSITIVE TO ENVIRONMENT-Computers are very sensitive to dust particles and other    

Impurities. 
 

4. LACK OF DECISION MAKING-Computers do not have thinking ability so they cannot    
take decisions, computers have no wisdom and evaluating capabilities. 

      
5. DANGERS OF HACKING -Individuals and business houses use computers to save   

sensitive information such as Credit Card Number, Social Security Number, Bank Account 
information and addresses, Information related to competitors and Research and 
Development. These information can be hacked by the hackers which may cause financial 
loss to them. 

 
6. HEAVY RELIANCE ON COMPUTERS- These days businesses rely so heavily on computers   

that a power loss or system crash can have serious ramifications. 
   

7. COST CONSIDERATIONS -In spite of continuous reducing prices, installation of computers 
is still a costly affair. 

    
8. HIGH OBSOLESCENCE COST-  The exponential growth in Computer technology may result  

in High  obsolescence cost. 
 

 

COMPONENTS OF A COMPUTER SYSTEM 

!)Input devices  
2)Central Processing Unit(C.P.U ) 
3)Output devices 

 Input Devices comprise Keyboard, Mouse, Pen Based System, Touch Screen, Barcode 
Reader. 

 Central Processing Unit- It has three components- 
 Control Unit  
 Memory unit 
 Arithmetic and Logic Unit 

 Output devices- It includes Visual Display Unit or Monitor and Printer. 
 

 

                                CHAPTER 2    ACCOUNTING INFORMATION SYSTEM 

  

APPLICATION OF COMPUTERS IN ACCOUNTING  
 The first and foremost purpose of use of computers in accounting is the recording of all 

business transactions involving money. 
  Another use is to keep track of all employees getting salary i.e., different scales, grades and 

perks -level and other details can be kept as database. 
  After recording the business transactions various, ledger accounts are prepared with the 

systematic analysis of the recorded data with a view to group transactions or entries of one 
nature at one place. For example Cash A/c, Bank A/c, Purchase A/c ,etc. 

 Next step is to prepare a Trial Balance, Income Statement and Balance Sheet.  



 

MEANING AND DEFINITION OF AIS 

 Accounting Information System is a system in which data is collected from the organizational 
activities; transform the data into information and make the information available to those interested 
in the organization. it is widely used in all types of organizations whether public or private.  
 

 

FEATURES OF AIS  

  Relevance, Reliability ,Comparability, Understandability, Timeliness, Cost-Benefit ,Verifiability  and 
neutrality.  

 

                            CHAPTER 3   COMPUTARIZED ACCOUNTING INFORMATION SYSTEM 

 

 Automated Accounting System or Computerized Accounting System is an approach of 
maintaining up-to-date accounting records by using accounting software. Such accounting 
software are well updated with Accounting Principles .The process of automatic accounting 
system saves lot of time. 

  A traditional accounting process would go through the following phases: 
                     Preparation of vouchers  
                     Making journal entry 
                     Posting entries in Ledger 
                     Preparation of trial balance 

                                  Preparation of final accounts and ; 
                     Other supporting statement 

 However, an automated accounting environment eliminates half of the above steps such as: 

 it has the ability to handle bulky data in a short period of time 

  it requires less paperwork and human effort. 

  it reduces redundancy by integrating cross functional inputs. 
 

 

Basis of Difference Manual Accounting System Computerized Accounting  system 

Recording The business transactions are 
recorded first of all either in the 
journal or in the subsidiary 
books by account’s clerk. 

A software named “Tally 
accounting” is feeded in the 
computer there after business 
transactions are recorded by 
the computer operator. 

Classifying The recorded transactions are 

posted by the accounts clerk 
into ledger. 
 

The recorded data is stored in 
the computer and it is 
processed by the software. 

Summarizing After ledger posting Trial 
Balance is prepared and 
thereafter Final Accounts are 
prepared. 

Transactions once recorded 
are stored in the database and 
are then processed.  

Existence of Partial Errors Accounting process is 
performed by the accounts 
clerk who may commit one 
sided errors and as a result 
trial balance will not agree. 
 

Recorded transactions are 
stored in the database and 
further process is performed 
and completed by the software 
so partial error can never take 
place. 
 

Use of Internal Check Accounting process is Since computer is a machine 



performed by several clerks so 
error and fraud may take place 

 

so while performing accounting 
work it does not show any sort 
of biasness. 
 

Need of Opening Entry After the close of accounting 
year final accounts are 
prepared. Next year opening 
entry is passed in the journal. 
 

No opening entry is passed 
here.  

 

 

ADVANTAGES OF COMPUTERISED ACCOUNTING SYSTEM  
Speed, Accuracy, Reliability, Legibility, Storage and Retrieval & Real time user interface. 

 

LIMITATIONS OF COMPUTERISED ACCOUNTING SYSTEM 

 High Development Cost  
 Wastage of time(When an organization switches from Manual system to computerized 

system it consumes a lot of time)  
 Staff opposition (retrenchment of employees may be protested) 
 Harmful effects on human health. 
  Security considerations(Cyber crime)  

 

 

 
                           Prepared by -RD 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 


