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Unit-1 (Business-Meaning, Nature, Scope, Objectives of Business): 

 

Business-  

A business is defined as an organization or enterprising entity engaged in commercial, industrial, 

or professional activities. The term "business" also refers to the organized efforts and activities of 

individuals to produce and sell goods and services for profit.  Stephenson defines business as, 

"The regular production or purchase and sale of goods undertaken with an objective of earning 

profit and acquiring wealth through the satisfaction of human wants." 

Definition of Professor Owen, “Business is any enterprise engaged in production and distribution 

of goods for sale in a market or rendering services for a price.” 

Definition of Keith Davis, “Business may be defined as any form of commercial activity to 

satisfy the economic wants of people at a profit.” 

 

Characteristics of Business- 



 

   

 

Activities 

Non-Economical activitiesEconomical activities



  



 



 



 



 



 



  Nature of the Business- 



 



 



 

Scope of the Business- 

The scope of business is very comprehensive. It encompasses all human activities, which tend to 

satisfy needs and wants of the human beings living in a society. A large part of the business is 

concerned with providing the final or finished products or goods to the desired people. 

 

 

 

 



 

 

 

 



 

  



 

 



 



 



 

 



 

 

 

 



 

 

Unit 2 Factors influencing the choice of a suitable form of Business organization. Sole 

Proprietorship-Meaning, Features, Advantages & Disadvantages. Partnership- 

Meaning, features, Merits, Demerits, partnership deed, touchstone of partnership. 

Registration of Partnership firm, Limited Partnership, dissolution of firm. Company- 

Definition, characteristics, Merits, Demerits, private co. vs. public co. Privileges of 

Pvt. Co. 

 

Factors influencing the choice of a suitable form of Business organization- 

(i) Selection of line business  

(ii) Size of the firm 

(iii) Choice of form of ownership 

(iv) Location of business enterprise 

(v) Financing the proposition 

(vi) Physical facilities 

(vii) Plant layout 

(viii) Competent and committed worked force 

 

Various forms of business organizations from which one can choose the right one include: 

(a) Sole proprietorship, 

(b) Joint Hindu family business, 

(c) Partnership, 

(d) Cooperative societies, and 

(e) Joint Stock Company 

 

Let us start our discussion with sole proprietorship—the simplest form of business organization, 

and then move on to analyzing more complex forms of organizations. 

 



Sole Proprietorship 

Do you often go in the evenings to buy registers, pens, chart papers, etc., from a small 

neighborhood stationery store? Well, in all probability in the course of your transactions, you 

have interacted with a sole proprietor. 

Sole proprietorship is a popular form of business organization and is the most suitable form for 

small businesses, especially in their initial years of operation. Sole proprietorship refers to a form 

of business organization which is owned, managed and controlled by an individual who is the 

recipient of all profits and bearer of all risks. This is evident from the term itself. The word 

“sole” implies “only”, and “proprietor” refers to “owner”. Hence, a sole proprietor is the one 

who is the only owner of a Business. 

This form of business is particularly common in areas of personalized services such as beauty 

parlours, hair salons and small scale activities like running a retail shop in a locality. 

Features 

Salient characteristics of the sole proprietorship form of organization are as follows: 

(i) Formation and closure: There is no separate law that governs sole proprietorship. 

Hardly any legal formalities are required to start a sole proprietary business, though in 

some cases one may require a license. Closure of the business can also be done easily. 

Thus, there is ease in formation as well as closure of business. 

(ii) Liability: Sole proprietors have unlimited liability. This implies that the owner is 

personally responsible for payment of debts in case the assets of the business are not 

sufficient to meet all the debts. As such the owner’s personal possessions such as 

his/her personal car and other assets could be sold for repaying the debt. 

(iii) Sole risk bearer and profit recipient: The risk of failure of business is borne all alone 

by the sole proprietor. However, if the business is successful, the proprietor enjoys all 

the benefits. He receives all the business profits which become a direct reward for his 

risk bearing. 

(iv) Control: The right to run the business and make all decisions lies absolutely with the 

sole proprietor. He can carry out his plans without any interference from others. 

(v) No separate entity 

(vi) Lack of business continuity 

 



Merit Demerit 

Quick decision making Limited resources 

Confidentiality of information Limited life of a business concern 

Direct incentive Unlimited liability 

Sense of accomplishment Limited managerial ability 

Ease of formation and closure Individual limitation 

 

JOINT HINDU FAMILY BUSINESS 

Joint Hindu family business is a specific form of business organization found only in India. It is 

one of the oldest forms of business organization in the country. It refers to a form of organization 

wherein the business is owned and carried on by the members of the Hindu Undivided Family 

(HUF). It is governed by the Hindu Law. The basis of membership in the business is birth in a 

particular family and three successive generations can be members in the business. The business 

is controlled by the 

head of the family who is the eldest member and is called karta. All members have equal 

ownership right over the property of an ancestor and they are known as co-parceners. 

Features: 

(i) Formation 

(ii) Liability 

(iii) Control 

(iv) Continuity 

(v) Minor Members 

Merit Demerit 

Effective control Limited resources 

Continued business existence Unlimited liability of karta 

Limited liability of members Dominance of karta 

Increased loyalty and cooperation Limited managerial skills 

Family feeling Personnel influence 

 

3. Partership- 



The Indian Partnership Act, 1932 defines partnership as “the relation between persons who have 

agreed to share the profit of the business carried on by all or any one of them acting for all.” 

According to L. H. Haney, “Partnership is the relation between persons competent to make 

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

Features: 

(i) Formation 

(ii) Liability 

(iii) Risk bearing 

(iv) Decision making and control 

(v) Continuity 

(vi) Number of Partners 

(vii) Mutual agency 

 

Merit Demerit 

Ease of formation and closure Unlimited liability 

Balanced decision making Limited resources 

More funds Possibility of conflicts 

Sharing of risks Lack of continuity 

Secrecy Lack of public confidence 

 

Cooperative Society 

The word cooperative means working together and with others for a common purpose. The 

cooperative society is a voluntary association of persons, who join together with the motive of 

welfare of the members. They are driven by the need to protect their economic interests in the 

face of possible exploitation at the hands of middlemen obsessed with the desire to earn greater 

profits. 

The cooperative society is compulsorily required to be registered under the Cooperative Societies 

Act 1912. The process of setting up a cooperative society is simple enough and at the most what 

is required is the consent of at least ten adult persons to form a society. The capital of a society is 

raised from its members through issue of shares. The society acquires a distinct legal identity 

after its registration. 



Features 

The characteristics of a cooperative society are listed below: 

(i) Voluntary membership 

(ii) Legal status 

(iii) Limited liability 

(iv) Control 

(v) Service motive 

 

Merit Demerit 

Ease of formation Limited resources 

Support from government Inefficiency in management 

Equality in voting status Lack of secrecy 

Limited liability Government control 

Stable existence: Differences of opinion 

 

Joint Stock Company 

A company is an association of persons formed for carrying out business activities and has a 

legal status independent of its members. A company can be described as an artificial person 

having a separate legal entity, perpetual succession and a common seal. The company form of 

organization is governed by The Companies Act, 2013. As per section 2(20) of Act 2013, a 

company means company incorporated under this Act or any other previous company law. 

The shareholders are the owners of the company while the Board of Directors is the chief 

managing body elected by the shareholders. Usually, the owners exercise an indirect control over 

the business. The capital of the company is divided into smaller parts called ‘shares’ which can 

be transferred freely from one shareholder to another person (except in a private company). 

Features 

The definition of a joint stock company highlights the following features of a company: 

(i) Artificial person 

(ii) Separate legal entity 

(iii) Formation 

(iv) Perpetual succession 



(v) Control 

(vi) Liability 

(vii) Common seal 

(viii) Risk bearing 

 

Merit Demerit 

Perpetual existence Complexity in formation 

Scope for expansion Impersonal work environment 

Limited liability Lack of secrecy 

Transfer of interest Numerous regulations 

Professional management Delay in decision making 

 


