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  Distinguish Betw een

  Summary 

  Ex ercise

T anv i,  G ayatri,  Y ash  &  O mk ar are cousins. T h ey gath er togeth er in D iw ali v acation at 
U ncle’ s h ome in Pune. T h ey v isited local mark et for sh opping,  w ith  U ncle and Aunty.

T anv i :  L et’ s read th e name board of th e sh ops.

Y ash  :  Y es,  good idea. L et me start,  ‘ V ij ay T oy Sh op’ ,  Proprietor Mr. D esh pande.

  U ncle,  w h at is th e meaning of proprietor?

U ncle :  Proprietor means ow ner.

G ayatri :  ‘ Sach in and N itin F irms’ . U ncle,  w h y Proprietor w ord is not mentioned on th is name 
board?

Uncle	 �	 Because	it	is	a	Partnership	firm.
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Yash		 �	 Uncle,	what	is	the	di൵erence	between	such	business"
U ncle :  I t is on th e basis of capital,  ow ner &  oth er factors. 

Let	us	study	the	di൵erent	types	of	business	organisation.	It	is	very	interesting	to	study	the	nature	
of	di൵erent	businesses.

4.1 P R I V ATE SECTOR  OR GAN ISATION

4.1.1  IN TR ODU CTION  :   

 Private	sector	includes	all	di൵erent	types	of	individual	or	corporate	enterprises.	Private	sector	
enterprises are ow ned and managed by th e priv ate entities. T h ese priv ate sector enterprises 
are	 mostly	 characterized	 by	 certain	 common	 characteristics	 like	 private	 initiative,	 profit	
motiv e,  ow nersh ip and management in priv ate h ands. N ow - a- days,  th e priv ate sector in th e 
form of corporate industrial  units are normally ow ned  by th e sh areh olders and managed by 
professional	managers,	where	they	are	not	only	guided	by	profit	motive	but	also	by	expansion,	
consolidation,  arousing social consciousness,  social responsibilities,  social w elfare etc. 

4.1.2  Meaning 
 T h e priv ate sector is th e part of th e economy th at is run by indiv iduals or  a group of indiv iduals 

to	earn	profit.

P rivate Sector Organisation

            

  Partnersh ip  
J oint

H indu F amily
 

Sole
Proprietorsh ip

   

C o- operativ e
Society

 

J oint Stock  
C ompany

 
T h e importance of priv ate sector in I ndian economy can be w itnessed from th e tremendous 

growth	 of	 Indian	 BPOs,	 Software	 companies	 ,	 Private	 banks	 and	 financial	 service	 companies.	 
The	manufacturing	industry	of	India	is	Àooded	with	private	Indian	companies.	In	fact,	they	dominate	
th e said industry. 

Manufacturing	 companies	 covering	 the	 sectors	 like	 automobile,	 chemicals,	 textiles,	 agro-
foods,  computer h ardw are,  telecommunication eq uipment,  and petroch emical products w ere th e 
main driv ers of grow th . 

   
 

       Activity     

      z  Prepare a list of your fav orite adv ertisements on telev ision. 
    z  W rite th e name of th e producer /  organisation of ev ery product from th e list.
    z I dentify th e sector of th e organisation.
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4.2  SOL E TR ADIN G CON CER N  ( STC) /  Sole P roprietorship

4.2.1 Introduction 
I n th e h istory and dev elopment of commerce,  th ere are v arious forms of business organisations. 

I t begins  from Sole T rading C oncern. Sole Proprietorsh ip is th e oldest and simplest form of th e 
organisation. 

T h e w ord ‘ Sole’  means single and ‘ Proprietorsh ip’  means ow ner. T h us,  th e name itself suggest 
th at th ere is only one ow ner. A sole trader is an independent ow ner of a business. T h e proprietor h as 
all	the	rights	and	responsibilities	of	the	business	and	any	profit	or	loss	made.	e.g.	�	Grocery	Shop,	
B eauty Parlour,  G ift Sh op etc.

4.2.2 Meaning
I n th is form of business,  an indiv idual inv ests h is ow n capital,  uses h is ow n sk ill and undertak es 

the	business	activities.	He	manages	a൵airs	of	the	business,	enMoys	profits	and	bears	losses	on	his	own.	
T h is form of commercial organisation is also k now n as proprietorsh ip,  th e sole trader,  indiv idual 
entrepreneursh ip,  proprietorsh ip concern or sole trading concern.  

4.2.3	Definition
 1)   According to P rof. J. Hansen,  ‘ ‘  Sometimes k now n as one man business,  it is a type of 

business unit w h ere one person is solely responsible for prov iding th e capital,  for bearing 
th e risk  of th e enterprise and for th e risk  of ow nersh ip.’ ’

 2)  According to P rof. James L undy,  ‘ ‘ T h e sole proprietorsh ip is an informal type of 
business ow ned by one person.’ ’

4.2.4 Features :
 1)  Individual Ow nership :  T h ere is only one ow ner in sole trading concern. H e inv ests 

all th e capital req uired for th e business. H e ow ns all th e assets of th e business. H e also 
remains responsible for all th e liabilities of th e business. 

 2�		 1o	Sharing	of	Profit	and	Risk	 :  A proprietor is a single ow ner of th e business. T h ere is 
nobody	to	share	his	profits	or	losses.	He	enMoy	the	profit	of	the	business	as	well	as	he	bears	
all risk s alone. 

 3)  Self-employment :  A sole trading concern is th e best suitable form for self- employment.  
Any unemployed person can start business w ith  small capital and earn for h is liv elih ood. 
H e gets a source of income by starting h is ow n business. 

 4)  L ocal Mark et Operations :  Large	amount	of	 capital	 and	expert	managerial	 ability	 is	
req uired for large scale business. A sole trader h as limited capital and limited managerial 
ability. H ence,  generally a sole trader operates in local mark et. 

 5)  N o separate L egal Status :  A sole trading concern does not enj oy separate legal status. 
I n th e eyes of L aw ,  th e sole trader and h is business are considered one and th e same. 

 6)  Minimum Government R egulations :  T h ere is no separate act or law  to gov ern th e 
activ ities of sole trading concern. T h e registration of sole trading concern is not compulsory. 
Rigid	legal	formalities	are	not	reTuired	for	formation.	Only	the	tax	laws	and	labour	laws	
h av e to be follow ed. 
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 7)  U nlimited L iab ility :  Sole T rader h as unlimited liability. U nlimited liability implies th at,  
th ere is no distinction betw een personal property and business property of sole trader. I f 
business	assets	are	not	sufficient	to	pay	o൵	liabilities	of	business	then	personal	properties	
of sole trader may be attach ed to business properties.

   
 

       Activity     

  z  V isit a local sh op near your h ouse 
  z  F ind out a sole trading concern in your area. 
  z O bserv e and study th e ch aracteristics /  features of sole trading concern w ith  

reference	to	text	book.

4.2.5 Merits :

 1)  Easy Formation :  T h e  formation of Sole T rading C oncern ( ST C ) is v ery easy and simple. 
Minimum legal formalities are req uired for its formation. 

 2)   Quick  decisions :  Sole trader tak es q uick  business decisions. H e may or may not consult 
anyone. Sole trader is not answ erable to anybody. Many times,  q uick  decisions in business 
proves	to	be	very	profitable.	Sole	trader	can	take	Tuick	actions	and	get	more	benefits.	

 3)  Max imum Secrecy :  T h e sole trader is ow ner and manager of h is business. So h e may 
not disclose h is business secrets and plans w ith  any th ird person. T h ere is no need to 
publish	books	of	accounts	of	Sole	Trading	Concern	�STC).	So	maximum	secrecy	can	be	
maintained.

 4)  Direct Motivation : 	Sole		trader	is	the	owner	and	manager.	He	enMoys	the	whole	profit	of	
business.	He	has	direct	motivation	to	earn	more	profit.	He	always	tries	to	work	hard	for	
more	profits.	

 5)  Flex ib ility :  B eing th e only decision -  mak er of business,  sole trader can mak e q uick  
changes	as	per	the	situation.	He	can	expand	his	business.	He	may	change	the	line	of	his	
business any time. H e can ch ange h is business policies,  if req uired. 

 6)  L ow er Cost :  T h e sole trader is sole manager of h is business. H e controls th e activ ities 
of business. H e alw ays try to minimiz e th e w astage,  w h ich  results into low er cost of 
operation. 

 ��		 E൶ciency	:	As	sole	trader	enMoys	the	whole	profit	of	his	business,	he	tries	to	maximize		
his	 profits	 by	 reducing	wastages	 in	 his	 business.	He	 avoids	wastages	 like	wastage	 of	
money,	time,	material	and	e൵orts.	

4.2.6  Demerits :
 1)   L imited Capital :  As sole trader is a single ow ner,  h is capacity for raising capital is 

limited H e may raise capital from h is friends,  relativ es and bank s etc. Such  sources are 
also	limited.	So	there	is	financial	difficulty	for	expansion	and	development	of		the	business.	

 2) L imited managerial sk ill :  A sole trader h as to manage and control th e business. H e may 
or	may	not	posses	Tualification	and	experience.	He	may	not	have	expert	managerial	and	
organizing	ability.	Due	to	limited	capital,	he	may	not	appoint	managerial	sta൵.		
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 3) U nlimited liab ility :  T h e liability of sole trader is unlimited. T h ere is no distinction 
betw een personal assets and business assets. So h e cannot be separated from h is business. 
H is business liabilities need to be paid by selling h is priv ate property,  if req uired. 

 4)  L ack  of Stab ility : 	Existence	of	sole	trading	concern	is	totally	dependent	on	the	existence	
of	sole	trader.	Death,	insanity	or	insolvency	of	the	sole	trader	a൵ects	the	existence	of	the	
business.

 5)  L ack  of Specializ ation :  D iv ision of w ork  leads to specializ ation. B ut sole trader is 
inv olv ed  in all activ ities of h is business such  as buying selling,  accounting etc. H e h as to 
play multiple roles. So it is said th at ,  ‘ H e is j ack  of all trades,  master of none’ .

 6)  N ot suitab le for large scale operation :  Sole trader conducts h is business on small scale. 
G enerally,  h e operates in local mark et. Sole trading concern is ‘ one man sh ow ’ ,  B usiness 
can	not	be	extended	beyond	a	certain	limit.	Sole	Trading	Concern	�STC)	is	not	suitable	
for large scale business. 

4.3  P AR TN ER SHIP  FIR M

4.3.1 Introduction :
Partnersh ip is an important component of priv ate sector organisations. ‘ Partnersh ip’  form of 

organisation ev olv ed because of limitations on capital raising capacity and managerial inability of 
proprietary concern. 

The	need	of	adding	more	individuals	in	business	arises	due	to	expansion	of	existing	proprietary	
concern	at	next	level.	Addition	or	admission	of	new	individual	into	existing	business	gives	birth	to	
partnership	firm.	

4.3.2 Meaning
 A business organisation ow ned and managed by more th an one person w h ere all partners 

shares	in	profits	and	losses	of	the	business	as	well	as	liability	is	known	as	partnership	business.	

4.3.3	Definition	
1)  Section		4	of	Indian	Partnership	Act�	1�32	defines	partnership	as	�	
	 ³Partnership	is	the	relation	between	persons	who	have	agreed	to	share	the	profits	of	a	business	

carried on by all or any of th em acting for all.”

2)  Prof.	L.	+.	+aney	defined	Partnership	as	� 
	 ³Partnership	is	the	relation	existing	between	persons	competent	to	make	contracts,	who	have	

agreed to carry on a law ful business in common w ith  a v iew  to priv ate gain.”

�  Important Terms :

 P artner :  Persons w h o h av e entered into partnersh ip agreement w ith  one anoth er are 
indiv idually,  called “ Partners”

 P artnership Firm :  Persons w h o h av e entered into partnersh ip w ith  one anoth er are collectiv ely 
called	as	³a	firm´	

 Firm N ame :  T h e name under w h ich  partnersh ip business is carried on is called as ‘ F irm 
-  name” . 
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 P artnership Deed or Agreement :  T h e terms and conditions of partnersh ip business mentioned 
in w riting is termed as deed or agreement. 

4.3.4 Features  :  

1)  Agreement  :  Partnersh ip is an outcome of an agreement betw een tw o or more persons w h o 
are	conducting	partnership	business	for	earning	profit.	The	agreement	between	partners	may	
be oral or w ritten. I t is alw ays adv isable to h av e w ritten agreement betw een all partners. 

2)  Joint Ow nership :  The	partnership	firm	is	Mointly	owned	by	the	partners.	The	partners	have	to	
use th e partnersh ip property only for business purpose and not for personal use. 

3)  Joint Management :  E v ery partner h as righ t to tak e activ e participation in th e management of 
th e business. H ow ev er,  one or more partners may agree to manage business on beh alf of oth er 
partners	in	the	firm.	

4)  L aw ful Business :  Every	partnership	firm	must	undertake	lawful	business	only.	The	partnership	
should	not	engage	in	any	business	which	is	forbidden	by	law	of	 land.	The	partnership	firm	
cannot be formed to carry out any unlaw ful business. e.g. partnersh ip formed to smuggle 
goods,  sale of illegal arms etc. 

5) L iab ility :  T h e liability of each  partner is unlimited,  j oint and sev eral. 

		 Unlimited	liability	arises	when	the	assets	of	the	firm	are	not	sufficient	to	pay	o൵	claims	of	the	
creditors. T h e priv ate properties of th e partners are attach ed to satisfy such  claims. 

 J oint liability indicates th at each  and ev ery partner is j ointly liable w ith  oth er partners for th e 
debt	of	the	firm,	whether	incurred	by	himself	or	by	other	partners	as	agents	of	the	firm

 Sev eral liability indicates th at each  and ev ery partner is indiv idually and separately liable for 
the	debts	of	the	firm,	whether	incurred	by	himself	or	by	other	partners	as	agents	of	the	firm.	

6)  N umb er of P artners :  A	Partnership	firm	must	have	minimum	two	persons	at	any	time	during	
the	entire	life	of	the	partnership	firm.	Maximum	partners	permitted	are	50.	

7)  P rincipal - Agent R elationship :  E v ery partner is th e j oint ow ner of th e business and partners 
take	part	in	the	management	of	the	firm.	Thus,	every	partner	assumes	two	roles	in	business	-	 
A)	to	each	other	within	firm	they	are	acting	as	µPrincipal’	B)	while	dealing	with	outsider	or	
while	representing	firm	they	act	as	an	µAgent’	of	the	firm.	

8)  R estriction on Transfer of Interest :  No	partner	of	firm	can	transfer	or	sell	their	interest	or	
share	in	the	firm	to	outsider	without	the	prior	consent	of	all	other	partners	in	the	firm.	

9 ) R egistration :  Registration of partnersh ip is not mandatory as per th e prov isions of I ndian 
Partnersh ip Act,  19 32. H ow ev er,  in Mah arash tra ( from April,  19 85) and in some oth er state 
registration of partnersh ip is compulsory as per th eir respectiv e state prov isions. I f Partners so 
desire,	they	can	register	their	firm	with	the	µRegistrar	of	Firms’	of	their	respective	States.	The	
firm	as	well	as	partners	enMoys	several	benefits	after	registration	of	the	firm.	

1��		 Sharing	of	profits	and	losses	:	The	partners	agrees	to	share	profits	and	losses	among	themselves	
in	certain	proportions.	Such	profit-loss	sharing	depends	upon	amount	of	capital	 introduced,	
services	o൵ered,	goodwill	of	the	partner	and	other	terms	of	agreement.	If	agreement	is	silent		
on	profit-loss	sharing	then	all	partners	are	assumed	as	eTual	partners.	
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11) Termination of P artner :

 A partner may resign on h is ow n by giv ing notice to oth er partners in w riting. T h e partners 
may	also	be	removed	from	the	firm	for	fraudulent	activities.	

12) Dissolution  :  

	 The	firm	can	be	dissolved	at	any	time,	if	the	partners	agree	to	do	so.	The	partnership	firm	gets	
automatically dissolv ed in case of death ,  insolv ency or insanity of any one of th e partners 
unless	provided		in	the	partnership	agreement	about	continued	existence	of	the	firm	in	such	
situations. 

	 The	partnership	firm	automatically	gets	dissolved	when	total	number	of	partners	in	the	firm	is	
reduced to one partner.  

  
 

              Activity     

  z  Find	out	partnership	firm		in	your	area.	Visit	and	discuss	with	partners	about	how	their	
partnership	firm	works"		

 
4.3.5 Merits :  

1) Easy Formation :  I t is v ery easy to form partnersh ip business. O nly tw o persons are req uired 
to	form	partnership	business.	The	partners	can	sign	the	agreement	and	get	the	firm	registered.	
E v en procedure for registration is v ery simple and q uick . 

2) Capital :  T h e partnersh ip business h as more capital as compared to sole trading concern. As 
partnersh ip business h as more numbers of partners th ey can collect more capital. T h e capital 
contribution ratio of all partners is mentioned in agreement. 

3) Business Secrecy :  The	partnership	firms	enMoy	secrecy	as	firms	are	not	subMect	 to	publish	
book s of accounts annually. D ue to th is,  competitors cannot easily come to k now  about secrets 
and	confidential	information	of	the	partnership	firm.	

4) Continued Ex istence :  The	Partnership	can	have	continued	existence.	Even	after	the	death,	
insolvency	 or	 insanity	 of	 one	 of	 its	 partner,	 the	 partnership	 can	 be	 carried	 on	 by	 existing	
partners prov ided th at th ere sh ould be prov ision in partnersh ip agreement. H ow ev er,  new  
partnersh ip deed needs to be redrafted. 

5) Flex ib ility  of operation : 	There	 is	more	Àexibility	 in	 partnership	 business.	 Partners	may	
expand	 or	 diversify	 business	 activities	 as	 and	when	 reTuired.	 Partners	 can	 change	 line	 of	
business as per ch anging business situations. I f req uired th ey may close dow n th e business..

6) Decision Mak ing : T h ere is q uick  decision mak ing in partnersh ip as few  partners are inv olv ed 
in decision mak ing process. T h e decisions are tak en after detailed discussion among partners. 
T h e q uality of decision mak ing is better th an sole trading concern. 

��	 Effort	�Reward		Relationship	: There	is	direct	relation	between	e൵orts	and	rewards	in	case	
of	partnership	business.	Each	and	every	partner	puts	in	best	e൵orts	and	thus	rewards	are	shared	
among	them.	If	partnership	agreement	provides,	active	partners	may	get	higher	share	in	profit	
as compared to oth er partners in th e organisation. 
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8) Goodw ill :  G oodw ill means v aluation of partnersh ip business in terms of money. T h e 
partnersh ip enj oys good amount of goodw ill in th e mark et. T h is goodw ill in th e mark et is 
due to q uality serv ice,  better serv ices to customers,  eth ical w ork ing of partnersh ip business. 
N ormally,  in case of admission of a new  partner,  partner h as to bring certain amount of goodw ill 
in th e business. 

9 ) Specializ ation :  In	 partnership	 business,	 some	 partners	may	 be	 good	 at	 di൵erent	 skill	 such	
as	finance,	technology,	marketing	which	brings	in	specialization	in	partnership	business.	This	
specialization		also	brings	higher	efficiency	in	the	organisation.	

4.3.6 Demerits :  

1) P rob lem of Continuity :  T h e partnersh ip business may face problem of continuity unless 
prov ided for continuation of business in th e ev ent of death ,  insolv ency or insanity  to any partner 
in	the	partnership	firm.	If	partnership	agreement	does	not	have	provision	of	continuation	of	
partnersh ip business in case of death ,  insolv ency and insanity,  business is liable for dissolution. 

2) Ab sence of L egal Status :  In	partnership	business,	 there	 is	 no	 separate	 legal	 existence	of	
partnership	firm.	In	the	eyes	of	law	both	are	same.	Law	does	not	make	any	distinction	between	
partners	and	firm.	So	there	is	absence	of	separate	legal	status	for	partnership	firm.	In	the	event	
of	death,	insolvency	or	insanity	partnership	firm	is	liable	for	dissolution.	

3) Disputes :  D isputes are common in partnersh ip business as more th an one indiv iduals are 
inv olv ed in v arious activ ities. Some partners may or may not agree on some points w h ich  
leads	to	disputes	among	partners.	Sometimes	disputes	may	lead	to	the	dissolution	of	the	firm.	

4) N on - Transferab ility of Interest :  N o partner of business can transfer h is sh are in business to 
the	outsider	without	the	consent	of	all	partners	in	the	firm.	In	general,	there	is	non-transferability	
of interest in partnersh ip business. 

5)  L imitations on numb er of P artners :  T h e I ndian Partnership	Act	limits	maximum	number	
of	partners.	No	partnership	firm	can	go	beyond	maximum	prescribed	 limits	of	50	partners.	
This	restricts	maximum	number	of	partners	admitted	in	business.	Such	restrictions	may	a൵ect	
partnership	firm	while	capital	 contribution	and	even	 in	case	of	management	of	partnership	
business. 

��	 Di൶culty	 in	Admission	 of	 Partner	 : In	 partnership	 business,	 there	 is	 often	 difficulty	 in	
admission	of	new	partner.	Admission	of	new	partner	may	a൵ect	profit	sharing	ratio	of	existing	
partners.	Therefore	existing	partner	may	obMect	admission		of	new	partners	in	business.	Existing	
partners	may	not	have	full	faith	on	incoming	partner.	This	leads	to	difficulty	in	admission	of	
new  partner. 

7) U nlimited L iab ility :  Unlimited	liability	arises	when	the	assets	of	the	firm	are	not	sufficient	to	
pay	o൵	claims	of	the	creditors.	The	private	property	of	the	partners	is	attached	to	satisfy	such	
claims. 

8) R isk  of Implied Authority :  T h ere is often risk  of implied auth ority in partnersh ip business. 
Partners may tak e undue adv antage of managing business on beh alf of oth ers w h ich  leads 
to	 risk	 of	 implied	 authority.	 For	Example,	 partners	may	 sign	 some	 agreements	 in	 his	 own	
capacity	which	may	be	against	the	interest	of	the	firm	or	partners	may	take	loans	or	advances	
w ith out consent of oth er partners.
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9 ) L imited Capital :  I n partnersh ip business,  th ere is less capital as compared to j oint stock  
company. T h ere are restrictions on number of members w h ich  leads to limited capital raising 
capacity	of	business.	Limited	capital	restricts	the	expansion	of	business.	

10 ) P rob lem of Secrecy :  Though	books	of	accounts	and	financial	matters	relating	to	business	
are	not	reTuired	to	be	published,	partnership	firm	lacks	business	secrecy.	Some	partners	may	
share	confidential	information	of	business	to	competitors	or	third	parties	for	getting	financial	
benefits	from	them.	

4.3.7 Types of P artners 
In	partnership	business	according	to	nature	of	work	or	role	of	partners	there	are	di൵erent	types	

of partners . 

 T ypes of partners are as follow s 
 

1) Activ e partner

2) D ormant Partner

3) N ominal Partner

4) Secret Partner

5)  Minor as partner

6)		 Partner	in	profits	only

7)  Sub -  Partner 

8)  Partner w ith  L imited L iability 

9 )  Q uasi Partner

Types 
of 

P artners

 

 

1)  Active P artner :  An activ e partner is one w h o tak es activ e participation in th e day- to- day 
working	 of	 the	 business.	Active	 partner	 may	 act	 in	 di൵erent	 capacities	 such	 as	 manager,	
organizer,	adviser	and	controller	of	all	the	a൵airs	of	the	firm.	

	 Active	partner	contributes	to	capital,	shares	profits	or	losses	has	unlimited,	Moint	and	several	
liability. H e is also k now n as w ork ing partner,  ordinary partner etc. T h is partner may get some 
extra	benefits	for	his	services	rendered	other	than	share	in	the	profit.	

2) Dormant P artner : 	A	 dormant	 partner	 is	 one	 who	 contributes	 capital,	 shares	 profits	 and	
contributes to th e losses of th e business but does not tak e part in th e w ork ing of th e concern. 

 A person may h av e money to inv est but th ey may not be able to dev ote time for th e business 
such  a person becomes a dormant partner. 

 D ormant partner also k now n as a sleeping partner and th ese partners are liable for th e liabilities 
of	the	business	like	other	partners.	He	cannot	bind	the	business,	i.e.	firm,	to	third	party,	by	his	
acts.

3) N ominal P artner :  A		nominal	partner	is	one	who	only	lends	his	name	to	the	firm.	
	 He	neither	contributes	to	capital	nor	shares	profits	of	the	business.	Due	to	his	presence	in	firm,	

th e business may get more credit in th e mark et or may promote its sales. A nominal partner is 
liable	to	those	third	parties	who	give	credit	to	the	firm	on	the	assumption	of	that	person	being	
a	partner	in	the	firm.	
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4) Secret P artner  :  T h e partner w h o is not k now n to th ird parties is termed as Secret partner. 
	 His	membership	in	the	firm	is	kept	secret	from	outsiders.	Secret	partner	contributes	to	capital,	

shares	 profits	 of	 the	firm,	 assumes	unlimited	 liability	 and	he	 is	 liable	 for	 the	 losses	 of	 the	
business. H e can tak e part in th e w ork ing of th e business. 

5) Minor as P artner :  A minor is person w h o h as not attained 18 years of age or age of maj ority as 
per th e prov isions of I ndian C ontract Act,  1872. A minor cannot enter into a contract according 
to th e I ndian C ontract Act because a contract by a minor is v oid. H ow ev er,  a minor may be 
admitted	for	the	benefits	of	an	existing	partner	with	the	consent	of	all	partners.	

	 The	minor	is	not	personally	liable	for	liabilities	of	the	firm,	but	his	name	in	the	partnership	
property	and	profits	of	the	firm	will	be	liable	for	debts	of	the	firm.	After	attaining	18	years	age,	
he	should	give	public	notice	about	the	continuation	in	the	firm.

��	 Partner	in	profits	only	: When	a	partner	agrees	to	share	only	profits	of	the	firm	and	would	
not	be	liable	for	its	losses,	he	is	know	as	partner	in	profits	only.	Such	partners	share	capital	of	
the	firm	and	may	not	take	active	participation	in	the	management	of	the	firm.	However,	such	
partners	are	liable	for	all	debts	of	the	firm.	

7) Sub  - P artner:  When	a	partener	agrees	to	share	their	own	profit	derived	from	the	firm	with	a	
th ird person is k now n as sub -  partner. A Sub- partner cannot represent h imself as a partner in 
the	original	firm.	

8)  P artner w ith L imited L iab ility :  This	type	of	partner	exists	in	a	limited	partnership.	 	The	
liability	of	the	partner	is	limited	to	the	extent	of	capital	contributed	by	him	in	the	firm.	He	is	a	
special	partner	and	generally	does	not	take	active	part	in	the	working	of	the	firm.	

9 ) Quasi P artner : 	4uasi	Partner	is	partner	in	partnership	firm	who	retired	from	firm	but	left	his	
capital	with	the	firm.	4uasi	partner	do	not	take	active	participation	in	the	firm	but	shares	profit	
of	the	firm.	Such	partner	is	liable	for	the	debts	of	the	firm.	Many	times	such	partners	receives	
certain rate of interest on h is capital. 

4.3.8 Types of P artnership Firms
Types of P artnership Firms

  
 G eneral Partnersh ip L imited L iability Partnersh ip 
 ( U nder I ndian Partnersh ip Act,  19 32) ( U nder L imited L iability Parntersh ip Act,  2008) 

 
 
   
 1)  Partnersh ip 2)  Partnersh ip  3)  Partnersh ip 
  at w ill      for particular  for particular 
    period    v enture

A) General P artnership :  I n G eneral Partnersh ip,  ev ery partner h as eq ual righ ts.
	 General	partnership	comes	into	existence	according	to	provisions	of	µIndian	Partnership	Act,	

19 32’ .
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1) P artnership at w ill :  W h en th ere is no prov ision in partnersh ip agreement regarding time 
period for partnersh ip th en it is k now n as ‘ Partnersh ip at w ill’ . Such  partnetsh ip can be easily 
dissolv ed. Any partner can giv e notice of h is intension to leav e partnersh ip at any time.

2) P artnership for P articular P eriod : 	When	Partnership	 is	 formed	 for	 a	 specific	 time	 such	
partnersh ip is k now n as ‘ Partnersh ip for Particular Period’ . F or e.g.,  6 month s,  1 year. Such

	 Partnership	firm	dissolves	after	expiry	of	particular	period.

3) P artnership for P articular V enture : 	When	partnership	firm	is	formed	for	particular	venture	
or business,  such  partnersh ip is k now n as ‘ Partnersh ip for Particular V enture’ .

	 For	example,	construction	of	dams,	roads	or	bridges,	selling	of	seasonal	products	etc.	

B) L imited L iab ility P artnership : 	 Limited	 liability	 partnership	 comes	 into	 existence	 as	 per	
th e prov isions of ‘ L imited L iability Partnersh ip Act,  2008’ . T h ere are tw o k inds of partner as 
follow s:

 • Designated P arnter :  E v ery L imited liability partnersh ip sh ould h av e atleast tw o 
D esignated Partners. Among tw o partners one partner must be th e resident of I ndia. 

 • General P arnter :  I n limited liability partnersh ip all oth er partners are G eneral Partners.

	 	 The	 Limited	 Liability	 Partnership	 o൵ers	 some	 personal	 liability	 protection	 to	 the	
participants. I ndiv idual partners in limited liability partnersh ip are not personally 
responsible for th e w rongful acts of oth er partners,  or for th e debts or obligations of th e 
business.   

4.4  JOIN T HIN DU  FAMIL Y  BU SIN ESS ( JHFB) 

4.4.1 Introduction 
T h ere are v arious forms of business organisation w orldw ide. B ut th ere is a uniq ue form of 

business	which	has	been	originated	in	India.	It	exists	in	India	only.	It	is	known	as	µHindu	Undivided	
F amily B usiness’  ( H U F ),  J oint H indu F amily F irm ( J H F F ). 

4.4.2 Meaning 
 School of thought under Hindu law
 1) Mitak shara :  According to th is sch ool only male member of th e family can inh erit th e 

family business. H ence th e sons,  grandsons,  and great grandsons become j oint ow ners of 
th e family property. A son gets eq ual righ ts along w ith  h is fath er in th e ancestral property. 
H e h as a righ t to ask  for a div ision of th e family property. T h is sch ool is popular in I ndia 
except	Assam,	Bengal	and	some	part	of	Odisha.	

 2)  Dayab haga :  According to th is sch ool both  male and female member w ill be co- parceners 
in th e H indu undiv ided family e.g. after death  of h usband h is property and business passes 
on to h is w ife or oth er successor. 

4.4.3	Definition 
 U nder H indu L aw ,  an H U F  is a family w h ich  consists of all persons lineally descended from 

a common ancestor and includes th eir w iv es and unmarried daugh ters. An H U F  cannot be 
created under a contract.

4.4.4  Features 

 1)  Ex ists only in India :  Joint	Hindu	family	Business	exists	only	in	India.	It	is	guided	by	the	
H indu Succession Act 19 56. 
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 2)  Formation :  T h e formation of J oint H indu F amily B usiness ( J H F ) is simple. I t is formed 
as per operation of H indu law . E v ery member become th e member by birth  and not by 
any agreement . T h e senior most member is called as ‘ K ART A’ . Remaining members are 
called as ‘ C o- parceners’ .

 3)  Memb ership :  T h ere is no limit on membersh ip. O ne become a co- parcener by v irtue of 
birth ,  legal adoption or marriage into th e family. 

 4)  Joint Ow nership :  T h e property of j oint h indu family business is j ointly ow ned by th e 
K ART A and th e co- parceners. T h e business is j ointly ow ned by th ree generation of th e 
family. K ART A is th e custodian of th e j oint property. 

 5)  Good Credit Standing 

  T h e j oint h indu family business is conducted for a longer period of time. I t enj oys goodw ill 
in th e mark et. I t assures th e creditor about repayment of th e loan . T h e liability of K ART A 
is	unlimited	so	banks	and	other	financial	institution	are	ready	to	grant	the	loans.

 6)  Management :  T h e J oint H indu F amily B usiness is managed by K ART A. T h e co- parceners 
h av e no righ t to participate in management of family business. H ow ev er,   K ART A may 
consult th e member of th e family w h ile tak ing any business decision. 

 ��		 Profit	sharing	: J oint h indu family business is not formed by any contractual agreement. 
There	is	no	specific	ratio	of	the	profits	and	losses	shared	by	K ART A and co- parceners. So 
th e sh aring ratio k eeps on ch anging depending upon birth s and death s in th e family. 

4.4.5 Merits :  

 1)  Easy Formation :  J oint h indu family business is easy to start as registration and agreement 
is	 not	 reTuired	 for	 its	 formation.	 There	 is	 no	 restriction	 on	 minimum	 and	 maximum	
numbers	of	members.	It	comes	into	existence	as	per	Hindu	Law.

 2) P rotection of Co-parceners Interest :  C o- parceners h av e righ t to demand partition. 
K ART A tak es utmost care of th eir interest 

 3)  Quick  and P rompt Decision :  T h e K ART A is senior most family member. K ART A h as 
experience	and	knowledge	of	the	family	business.	 K ART A tak es all business decisions. 
K ART A	can	take	right	and	Tuick	decisions	at	the	right	time	on	the	basis	of	his	experience.	

 4)  On The Job  Training :  T h e members of j oint h indu family business get training 
of th e business sk ill automatically. T h ey also observ e th e  management of K ART A.  
T h ey learn many business tactics. 

 5)  Co-parcener’ s L iab ility :  The	liability	of	co-parceners	is	limited	upto	the	extent	of	their	
sh are in th e J oint H indu F amily B usiness. H ence th e personal property of co- parcener is 
not used for th e payment of j oint h indu family business liability. 

4.4.6 Demerits :

 1) U nlimited L iab ility of K arta :  K ART A alw ays faces th e risk  of unlimited liability. I f th e 
business	assets	are	not	sufficient	for	the	payment	of	business	liabilities,	then	the	personal								
property of K ART A is used for th e payment of business liabilities. 

 2)  L imited Financial and Managerial R esources :  T h e funding of j oint h indu family 
business are limited. Ancestral property is used as a capital of j oint h indu family business. 
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K ART A	may	or	may	not	possess	expert	managerial	skill.	So,	there	is	limited	scope	for	
expansion.

 3) N o separate legal status :  I n th e eyes of law ,  th e J H F  business and th e family member 
are one and same. T h e business does not h av e separate legal status. 

 4)  P artition of Business :  T h e numbers of members are more in J H F  B usiness. T h ere can 
be	conÀicts	and	disputes.	The	co-parceners	may	be	dissatisfied	with	the	management	of	
k arta. T h is can lead to partition of business.

 5�		 1o	direct	relation	between	effort	and	rewards	: K ART A is th e manager of th is business. 
H e uses h is k now ledge and sk ill for running business successfully. T h e rew ards of th e 
business	 is	 distributed	 among	all	 co-parceners.	The	hardworking	 as	well	 as	 inefficient	 
co-parceners	share	the	profit.

4.5  Co-operative Society 

 Amul - the taste of India

 z  I t all started  65 years ago w h en poor farmers w h o w ork ed h ard,  day in and day out w ere 
exploited	by	the	local	traders	and	given	small	incentives.	

� z� Angered by unfair and manipulativ e practices follow ed by local traders,  th e farmers 
under th e leadersh ip of T ribh uv andas Patel approach ed Sardar V allabh bh ai Patel to 
resolv e th eir griev ances. 

 z  E mpath iz ing w ith  th e farmers,  Sardar V allabh bh ai Patel adv ised th em to be self 
sustaining entrepreneurs and w ork  for th emselv es. T h e farmers took  th e adv ice seriously 
and formed th eir ow n cooperativ e societies. 

 z  T h e Amul C orporativ e w as created by D r V ergh ese K urien,  w h o is also k now n as th e 
F ath er of th e W h ite Rev olution in I ndia. Amul placed I ndia at th e top of milk  producing 
nations. 

 z		 Amul	was	founded	in	1946	in	Anand,	GuMarat	with	a	mission	to	stop	the	exploitation	of	
th e farmers by middlemen. 

 z  I t w as Sardar V alabh bh ai Patel,  T ribh uv andas Patel and D r. V ergh ese K urien w h o took  
certain	measures	to	stop	the	exploitation	of	the	farmers.	

 z  T oday ,  th e brand h as enabled farmers to be entrepreneurs and earn th eir ow n liv ing. I ts 
process	is	transparent	which	ensured	that	there	is	no	exploitation.	

 z  T h e Amul brands h as prov ed th at it is not j ust a product but a co- operativ e mov ement 
th at represents th e economic freedom of farmers. T h e brand h as giv en farmers th e 
courage to dream,  to h ope and to liv e. 

 z  Amul in all its sense h as prov ed th at it is “ amulya i.e. priceless”  for our nation and th at 
w e must preserv e it. 

 z  I n 19 9 9 ,  Amul w as aw arded th e “ B est  of All” ,  “ Raj iv  G andh i N ational Q uality Aw ard”  
for maintaining th e utmost lev el of q uality in its plants. 

 z  Amul h as been aw arded by th e G uinness W orld Record for th e longest running 
adv ertisement campaign. 
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4.5.1 Introduction :  
 I ndia is an agricultural country and h as laid th e foundation of w orld’ s biggest cooperativ e 

mov ement. T h e cooperativ e mov ement w as started by th e w eak er sections of society for 
protecting its members and th eir righ ts. After independence cooperativ es became an integral 
part of F iv e- Y ear Plans.

 T h e cooperativ e plays v ery important role in I ndia because it is an organisation for th e poor,  
illiterate and unsk illed people. I ndia h as seen a h uge grow th  in cooperativ e societies,  mainly in 
th e farming sector since 19 47. T h e country h as netw ork  of cooperativ es at th e local,  regional,  
state and national lev els. 

4.5.2 Meaning 
 A C o- operativ e  organisation is a v oluntary association of indiv iduals formed in order to ach iev e 

certain economic obj ectiv es. T h e nature of co- operativ e organisation is serv ice oriented. ‘ Each 
for all and all for each’  is th e principle of co- operativ e society. 

4.5.3	Definition 
 1)  According to The International L ab our Organisation:  
  ‘ ‘ A cooperativ e organisation is an association of persons,  usually of limited means,  w h o 

h av e v oluntarily j oined togeth er to ach iev e a common economic end th rough  th e formation 
of a democratically controlled organisation,  mak ing eq uitable distributions to th e capital 
reTuired	and	accepting	a	fair	share	of	risk	and	benefits	of	the	undertaking.’’

 2)  According to Indian Co-operative Society’ s Act,  19 12, ‘ ‘ C o - operativ e Society is a 
society w h ich  h as its obj ectiv es for th e promotion of economic interest of its members in 
accordance w ith  cooperativ e principles’ ’ . 

4.5.4 Features of Co-operative Society
 1)  V oluntary Association and Open Memb ership :  Any person can become th e member 

of co- operativ e society. T h ere is no discrimination on th e basis of caste,  religion,  gender 
etc. for membersh ip

 2)  Democratic P rinciple :  T h e management of co- operativ e society is based on democracy. 
All th e decisions are tak en on maj ority basis. ‘ One Memb er One V ote’  is th e rule for 
v oting. According to th e rules and regulations of C o- operativ e Society Act,  meetings are 
arranged by th e society. 

 3) Management :  T h e management of co- operativ e society is in th e h ands of Managing 
C ommittee of members. T h ey are elected representativ es of sh areh olders. All th e important 
business  decisions are tak en by managing committee members. T h e committee members 
look  after day- to- day  administration of society. 

 4)  R egistration :  Registration of co- operativ e society is compulsory. E v ery co- operativ e 
society must follow  rules and regulations of I ndian C o- operativ e Society’ s Act 19 12 and 
th e respectiv e State C o- operativ e Society’ s Act. Minimum 10 members are req uired for 
registration of co- operativ e society. T h ere are number of legal documents req uired for 
registration. 

 5)  Separate L egal Status :  After registration,  ev ery co- operativ e society is considered as  
a separate legal entity before th e law . T h erefore it can enter into th e contract,  purch ase 
property,  open a bank  account in it’ s name etc. T h e sh areh olders and managing committee 
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members are not responsible for th e transactions of co- operativ e society. B ut th ey are 
answ erable to th e court on beh alf of th e society.

 6)  L imited L iab ility :  T h e sh areh olders of co- operativ e society h av e limited liability. I t is 
limited upto th e unpaid v alue of th e sh are purch ased by th em. T h erefore,  th eir priv ate 
property is not used for payment of society’ s liability. 

 7) N umb er of Memb ers :  Minimum 10 members are req uired for th e formation of  
co-operative	 society.	 There	 is	 no	 limit	 for	 maximum	 number	 of	 members	 as	 per	 
C o- operativ e Society’ s Act. 

 8) Eq ual V oting R ights :  E v ery member gets eq ual righ ts in co- operativ e society as a 
sh areh older. I n co- operativ e society membersh ip is open to all. All member h av e eq ual 
v oting righ ts irrespectiv e of number of sh ares h eld by th em. 

 9 ) Service Motive :  A C o- operativ e society prov ides v arious serv ices to its members. I ts 
main obj ectiv e is to prov ide serv ices to th e society. G oods  are av ailable at low est rates for 
its members. I n a co- operativ e bank ,  loan and ov erdraft facility is av ailable at th e low est 
interest rates for its sh areh olders only. 

   
 

       Activity     

  • V isit nearest co- operativ e organsiation. F ind out features of co- operativ e society  
applied  to such  co- operativ e organisation.

4.5.5 Merits :
 1) Democratic Management :  E ach  member of co- operativ e society enj oys eq ual v oting 

righ t. T h e principle of v oting is ‘ O ne member -  one v ote’ . T h e number of sh areh olders are 
large. T h ey are scattered ov er th e region. T h us sh areh olders elect th eir representativ es. 
T h ey are called as ‘ Managing C ommittee’  members. T h ey  look  after th e day- to- day 
management of th e society. 

 2) Open Memb ership :  T h e membersh ip of co- operativ e society is v oluntary and open to 
all. i.e. any person of any caste,  creed,  religion etc. can purch ase sh ares of co- operativ e 
society and become th e member of it. T h ere is no compulsion to j oin or to leav e th e 
organisation. 

 3)  L ess Operating Ex penses :  T h e cost of operation is low  in co- operativ e society. N o 
middlemen	 are	 involved.	 There	 are	 no	 advertisement	 expenses.	Managing	 committee	
members prov ide h onorary serv ices. V arious concessions,  reliefs and priv ileges related to 
registration	fees,	stamp	duty,	income	tax	etc.	are	given	by	Government.	

 4)  L imited L iab ility :  T h e liability of th e sh areh olders of co- operativ e society is limited. 
It	is	limited	upto	the	extent	of	unpaid	amount	on	shares	held	by	them.	Thus,	member’s		
private	property	cannot	be	used	even	if	the	assets	of	the	society	are	insufficient	to	pay	the	
debts of th e th ird party. 

 5)  Tax  Concession :  C o- operativ e society plays an important role in th e economic and 
social dev elopment of th e country. T h e gov ernment giv es many concessions to th em,  lik e 
exemption	of	payment	of	income-tax	upto	a	certain	limit.	This	helps	to	increase	the	profit	
of th e society.  



75

 6) Self - Financing and Charity :  As per th e latest amendment act of co- operativ e society,   
a	society	can	pay	maximum	15�	dividend	to	its	members.	Therefore,	remaining	surplus	
is	 used	 as	 self-financing.	Some	amount	of	 profit	 is	 utilized	 for	 charity	purpose,	 social	
activ ities and for th e grow th  of co- operativ e society. 

4.5.6  Demerits :  

 1)  L imited Capital :  T h e face v alue of th e sh ares of co- operativ e society is v ery less. T h e 
sh areh olders belong to th e w eak er section of th e society. T h erefore,  th ey cannot purch ase 
more sh ares of th e society,  so capital is limited. D ue to low  rate of div idend  people are 
not interested to inv est in sh ares of co- operativ e society. 

 2�	 Ine൶cient	Management	 : T h e management is in th e h ands of managing committee. 
T h ey are th e representativ e of  sh areh olders. T h ey may not possess managerial sk ill. D ue 
to	limited	amount	of	capital�financial	capacity	they	are	not	able	to	appoint	professional	
managers.	The	managing	committee	members	are	not	professionals	so,	there	is	inefficient	
management. 

 3�	 Lack	of	Public	Confidence	: T h ere is a h uge political interference in co- operativ e society 
so,  people do not inv est th eir money in co- operativ e society. Most of th e C o- operativ e 
societies	are	lead	by	political	leaders	so	there	is	lack	of	public	confidence.	

 4) L imited Scope for Ex pansion :  T h ere is limited capital in co- operativ e society. T h ey 
cannot	take	risky	proMects	due	to	inefficient	management.	Therefore,	there	is	less	scope	
for	expansion.	

 5) L ack  of Motivation :  Managing committee members w ork  on h onorary basis. T h erefore,  
th ey are not motiv ated to w ork  h ard. 

4.5.7 Types of Co-operative societies :
 1) Consumers Co-operative societies :  C onsumer’ s C ooperativ es are formed by th e 

consumers to obtain th eir daily req uirements at reasonable prices.  
	 	 These	societies	protect	lower	and	middle	class	people	from	the	exploitation.	The		profits	

of th e society are distributed among members in th e ratio of purch ases made by th em 
during th e year. e.g. Super B az aar,  Apana B az aar 

 2) P roducer’ s Co-operatives :  Producer’ s C ooperativ es are v oluntary associations of small 
producers and artisans w h o j oin h ands to face competition and increase production. T h ese 
societies are of tw o types 

  a)  Industrial Service Co-operatives :  I n th is type,  th e  society undertak es to supply raw  
materials,  tools and mach inery to th e members. T h e producers w ork  independently 
and sell th eir industrial output to th e co- operativ e society. T h e output of members is 
mark eted by th e society. 

  b )  Manufacturing  Co-operatives :  I n th is type,  producer members are treated as 
employees of th e society and are paid w ages for th eir w ork . T h e society prov ides 
raw   material and eq uipment to ev ery member. 

  T h e members produce goods at a common place or in th eir h ouses. T h e society sells th e 
output	in	the	market	and	its	profits	is	distributed	among	the	members.	
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 3) Mark eting Co-operatives :  T h ese are v oluntary associations of independent producers 
who	want	to	sell	their	output	at	remunerative	prices.	The	output	of	di൵erent	members	is	
pooled and sold th rough  a centraliz ed agency to eliminate middlemen. T h e sale proceeds 
are distributed among th e members in th e ratio of th eir outputs.  

 4) Co-operative Farming Societies :  T h ese are v oluntary associations of small farmers 
w h o j oin togeth er to obtain th e economies of large scale farming. I n I ndia farmers are 
economically w eak  and th eir land-  h oldings are small. 

  I n th eir indiv idual capacity,  th ey are unable to use modern tools,  seeds,  fertiliz ers,  etc. 
T h ey pool th eir lands and do farming collectiv ely w ith  th e h elp of modern tech nology to 
maximise	agricultural	output.	

 5)  Housing Co-operatives :  T h ese societies are formed by low  and middle income group 
people	in	urban	areas	to	have	a	house	of	their	own.	Housing	cooperatives	are	of	di൵erent	
types. Some societies acq uire land and giv e th e plots to th e members for constructing th eir 
ow n h ouses. O th er societies th emselv es construct h ouses and allot th em to th e members 
w h o mak e payment in installments. T h ey also arrange loans from F inancial I nstitutions 
and G ov ernment Agencies.

  6) Credit Co-operatives :  These	societies	are	formed	by	poor	people	to	provide	financial	
h elp and to dev elop th e h abit of sav ings among members. T h ey h elp to  protect members 
from	exploitation	of	money	lenders	who	charge	exorbitant	interest	from	borrowers.	

  C redit cooperativ es are found in both  urban and rural areas. 

JOIN T STOCK  COMP AN Y  
4.6.1 Introduction :
 Y ou must h av e h eard about Reliance I ndustries L td.,  T ata Steel L imited,  Steel Auth ority of 

I ndia L td.,  Maruti U dyog L td. etc. W h o are th e ow ners of such  large organisation?  Such  
organisation sare spread all ov er th e w orld. H ow  are th ey formed and managed?  L et us learn 
about th is form of organisation.

 After I ndustrial rev olution,  th ere w ere drastic ch ange in traditional forms of business. I n th is 
period,  a new  forms w as introduced w h ich  is named as J oint Stock  C ompany. T h ey req uired 
more capital and oth er resources th an Sole T rading concern or Partnersh ip F irm.     

4.6.2 Meaning :
 A J oint Stock  C ompany is a v oluntary association of persons w h o generally contribute capital. 

T h ey carry on a particular type of business,  w h ich  is establish ed by law . T h e total capital of 
J oint Stock  C ompany is k now n ‘ Sh are C apital’ . I t is div ided into small units called ‘ Sh ares’ . 
E v ery member h olds some sh ares. T h ese,  members are called as ‘ Sh areh olders’ .

 I n I ndia,  ev ery j oint stock  company is registered as per “ T h e C ompanies Act,  2013” .  

4.�.3	Definition	:
 1) ³A	Joint	Stock	Company	is	a	voluntary	association	of	individuals	for	profit	having	capital	

div ided into transferable Sh ares,  th e ow nersh ip of w h ich  is th e condition on membersh ip.”

- P rof. L . H. Haney 
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 2) ³A	Company	is	s	person,	artificial	invisible,	intangible	and	existing	only	in	the	eyes	of	
law . B eing a more creature of law  it possesses only th ose properties w h ich  th e ch arter of 
its	creatton	confers	upon	it,	either	expressly	or	as	incidental	to	its	very	exitence.´

- Chief Justice Marshal

 3) According to The Companies Act 20 13,  Section 2 ( 20 ) ,  th e term “ C ompany”  to mean 
“ a C ompany incorporated under th e C ompanies Act 2013 or any prev ious C ompany 
law .”

 
4.6.4 Features of Joint Stock  company :   
 1) V oluntary Association :  Person of any caste,  religion can become th e member of J oint 

stock  company. T h ere is no restriction regarding number of sh ares purch ased by one 
person. After th e death ,  sh ares of any sh areh older,  are transferred to h is nominees. T h ere 
is no restriction on transfer of sh ares. 

 2)  R egistration :  Registration is compulsory according to th e C ompanies Act,  2013. 
An application in prescribed format must be submitted to th e Registrar of C ompany. 
Necessary	 registration	 fees	 are	 paid	 by	 the	 promoters.	 µA	Certificate	 of	 Registration.’	 
�Incorporation	Certificate)	is	issued	to	the	company	after	registration.	A	private	limited	
company	 can	 immediately	 start	 its	 business	 after	 getting	 Incorporation	 Certificate.	A	
public	limited	company	must	obtain	µCertificate	of	Commencement	of	Business’	�Trading	
Certificate)	to	start	its	business.

 3�	 Registered	 O൶ce	 : The	 address	 of	 registered	 office	 of	 company	 is	 mentioned	 in	
Memorandum of Association. All th e important document of a company are k ept in 
the	 registered	 office.	 e.g.	 Register	 of	 shareholders,	 Annual	 Reports,	 Minutes	 Book,	
Memorandum and Articles of Association,  Prospectus,  Statutory Report etc.

 4�			 Artificial	Legal	Person	: A	company	is	an	artificial	person	created	by	law.	It	can	enter	
into contract w ith  th ird parties after registration. e.g. I t can buy or sell asset,  borrow  
money,  open an account in bank  etc. T h erefore,  only law  can create j oint stock  company 
and only law  can w ind up it.

 5) Separate L egal Status :  There	is	a	separate	legal	existence	of	Moint	stock	company.	It	is	
a separate legal entity apart from its members. 

 6) Common Seal :  A	company	is	an	artificial	person.	It	does	not	have	a	physical	existence	
lik e a h uman being. T h erefore it is necessary to mak e prov ision for th e signature of th e 
company. E v ery j oint stock  company h as a common seal. I t is used as a signature of j oint 
stock  company. A seal h as name of th e company engrav ed on it. I t is considered as th e 
important property of th e company. T h erefore,  a seal is k ept in th e custody of company 
secretary.	A	seal	is	affixed	on	all	important	documents	of	the	company	but	the	document	
must be signed by a company secretary and by minimum tw o directors.   

 7) L imited L iab ility :  The	liability	of	all	shareholders	is	limited	upto	the	extent	of	unpaid		
face v alue of sh ares h eld by th em. T h erefore,  priv ate property of sh areh olders is not used 
for th e payment of company’ s liabilities. 
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 8)  Transferab ility of Shares :  T h e total sh are capital of a company is div ided into small 
sh ares. T o become th e member of th e company it is compulsory to purch ase a sh are. T h e 
sh ares of public limited company are freely transferable. I t means a sh areh older can buy 
or sell sh ares w ith out permission of th e company. T h e sh ares of priv ate limited company 
are not freely transferable. 

 9 ) Separation of Ow nership and Management :  Sh areh olders are th e ow ners of  j oint stock  
company. T h ey elect th eir representativ es to look  after day to day business activ ities. T h ese 
representativ es are called as ‘ D irectors’ . T h e directors appoint professional managers and 
oth er employees for th e day to day w ork ing of th e company. T h ese employees w ork  on 
salary basis. T h erefore,  th e ow nersh ip of J oint Stock  C ompany is w ith  sh areh older and 
th e management is in th e h ands of directors. So th ere is separation of ow nersh ip and 
management.   

 10 )  P erpetual Succession :  	It	has		a	separate	legal	existence.	Its	existence	does	not	depend	
upon its members. T h e death ,  retirement,  insanity insolv ency of any member or employee 
does	not	a൵ect	the	existence	of	the	company.	So,	Moint	stock	company	enMoys	perpetual	
succession.

 11) Memb ership :  I n Public limited company minimum number of members are sev en th ere 
is	 no	 limit	 for	maximum	 number	 of	members.	 In	 private	 limited	 company,	minimum	
number	of	persons	are	 two	and	maximum	are	200	as	per	Companies	Act	2013.	Every	
sh areh older is co- ow ner of j oint stock  company.  

 
4.6.5 Merits of Joint Stock  :   
 1) L arge amount of Capital :  A j oint stock  company issues sh ares to th e public. T h e face 

v alue of sh ares is comparativ ely low . So it can collect h uge amount of capital. I t can also 
accept deposits from th e public and issue debentures to raise funds. 

 2)  P rofessional Management :  Management of th e company is in th e h ands of directors. 
They	 are	 elected	 representatives	 of	 shareholders.	 Due	 to	 large	 financial	 resources,	 a	
company	can	appoint	highly	Tualified	professionals,	by	paying	attractive	salary.	So	the	
knowledge	of	experts	is	used	for	day	to	day	management	of	the	company.

 3) More Scope for ex pansion :  A j oint stock  company collects large amount of capital. 
Attractiv e salaries are paid to professional managers. Proper auth orities are giv en to tak e 
business decisions. Sh areh olders are interested in getting h igh est rate of div idend. As a 
result,  company can undertak e big and risk y proj ects.

 4�			 Public	 Confidence	 : A	 Moint	 stock	 company	 enMoys	 public	 confidence.	 There	 is	 less	
interference of G ov ernment. E v ery J oint Stock  C ompany in I ndia is gov erned as per th e 
prov isions of ‘ T h e C ompanies Act 2013’ . As per th e Act th e company h as to get its annual 
accounts audited by a practing C h artered Accountant. 

 5) R elief in Tax ation :  A j oint stock  company plays important role in th e economic 
development	of	the	country.	It	reTuires	to	pay	taxes	of	Àat	rate.	Certain	exemptions	and	
concessions are giv en to th e j oint stock  companies,  w h ich  opens branch es in economically 
backward	regions	for	e.g.	tax	holidays	upto	5	years.	

 6) Ex pert Services :  A	 Moint	 stock	 company	 can	 appoint	 experts	 for	managing	 business	
activities	like	Legal	Advisers,	Management	Experts,	Auditors,	Consultants	etc.			
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 7) P erpetual Succession :  A j oint stock  company enj oys continuous and stable life. T h e 
death ,  retirement,  insolv ency or insanity of its members does not result into dissolution of 
th e C ompany. 

 8) L imited L iab ility :  The	liability	of	a	member	of	a	company	is	limited	to	the	extent	of	
th e unpaid amount of sh ares h eld by h im Sh areh olders are not liable for th e debts of th e 
company &  th ere is no need to use th eir personal property for th e purpose. 

4.6.6  Demerits of Joint Stock  Company 

 i) R igid Formation :  Registration of j oint stock  company is compulsory. I t req uires number 
of legal documents. I t is necessary to pay h eav y registration ch arges. A public company 
cannot	 start	 its	 actual	 business	 without	 getting	 Commencement	 Certificate.	 Hence,	
procedure	of	formation	is	complicated,	expensive	and	time	consuming.		

 ii)  L ack  of Secrecy :  I n order to protect th e interest of inv estor,  it is compulsory to publish  
book s of accounts ev ery year. All th e important documents of j oint stock  company are 
available	for	inspection	at	registered	office.	The	competitors	can	take	undue	advantage	
of internal information of a j oint stock  company. H ence,  th ere is no secrecy in j oint stock  
company. 

 iii) Delay in Decision Mak ing process :  As an ow ner of th e company,  ev ery sh areh older 
h as righ t to participate in management of th e company. T h erefore,  all important business 
decisions are tak en in th e sh are h olders meetings. T h e procedure of conducting th e meeting 
is v ery length y and time consuming. I t is necessary to prepare notice of meeting,  copy of 
agenda,	proxy	forms	etc.	All	these	documents	must	be	sent	minimum	21	days	before	the	
meeting. T h erefore th ere is alw ays delay in decision mak ing. 

 iv) N o P ersonal Contact :  T h ere are large number of employees in j oint stock  company. 
Employees	feel	 that	 their	e൵orts	should	be	appreciated	by	their	superiors.	But	 it	 is	not	
possible in a large organisation lik e j oint stock  company. T h e employees are demotiv ated 
to w ork  h ard. Similarly,  Manager and D irectors of th e company are not able to establish  
personal contact w ith  th eir customers. C ustomers lik es &  dislik es are not tak en into 
consideration many times. 

 v) High Cost of Management :  A j oint stock  company is a commercial organisation. I t is 
ready to spend h uge amount for th e adv ertisement. T h e manager gets best salary and oth er 
benefits.	It	reTuires	huge	amount	for	operational	expenses.	So	the	cost	of	management	is	
v ery h igh  in j oint stock  company. 

 vi) R eck less Speculation :  C ompany is managed by directors. F ew  unscrupulous director 
use	confidential	informaion	for	reckless	speculations	and	their	personal	gains.	This	results	
in	sudden	Àuctuation	in	the	prices	of	shares	in	Stock	Exchange.	It	adversely	a൵ects	public	
confidence.
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4.6.7  Types of Companies ( For b rief idea) 

 Types of Companies

 

        
 C h artered C ompany Statutory C ompany Registered C ompany

    

      
  U nlimited C ompany L imited C ompany

   

       
 C ompany limited C ompany limited C ompany limited 
 by G uarantee by G urantee &  Sh ares by sh ares

    

   
   
  Public limited C ompany Priv ate limited C ompany 

• Company L imited b y Shares 

 T h ere are tw o types of C ompany L imited by Sh ares

A) P rivate L imited Company :  According to C ompanies Act,  2013,

 “ A priv ate company is a company w h ich  by its articles,  restricts th e righ t to transfer its sh ares,  
if any,  limits th e number of its members to 200 and proh ibits any inv itation to th e public to 
subscribe for any sh ares or debentures of company.”  

 Features -

 1)	 Number	of	its	members	minimum	2,	maximum	200.
 2) Must h av e a minimum paid up sh are capital of one lak h  rupees.
 3) Proh ibits any inv itation or acceptance of deposits from persons oth er th at its members,  

directors or th eir relativ es.
 4) B an on inv iting to th e public to subscribe for any sh ares or debentures of th e company.
 5) Restriction on th e righ t of members to transfer its sh ares if any.

 I t is important th at all th e abov e said conditions sh ould be in order to remain a priv ate company.
If	any	one	of	the	condition	is	not	fulfilled,	the	company.	shall	be	considered	as	public	company.	
I n th e case of priv ate company it must add th e w ords ‘ P rivate L imited’  at th e end of its name. 
A priv ate company may be a company limited by sh ares or a company limited by guarantee or 
an unlimited company.
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B) P ub lic Company :   

 According to C ompany Act 2013,  ‘ ‘ A public company is a company w h ich  is not a priv ate 
company and h as minimum paid up capital of 5 lacs rupees and h av e th e righ t th e transfer of 
sh ares of a company.’ ’

 Features -

 1) T h ere sh ould be a minimum sev en members.

 2) H as a minimum paid up sh are capital of Rs. 5, 00, 000/ -  or such  h igh er paid up capital as 
may be prescribed.

 3) H as no restriction on th e transfer of its sh ares.

 4) D oes not proh ibit any inv itation or acceptance of deposits.

 T h ere are minimum 7 members req uired for formation of public company. T h ere is no 
restriction	on	the	maximum	number	of	members.	The	public	limited	company	must	have	at	
least 3 directors. T h e public limited company h as ‘ ‘ L imited’ ’  at th e end of its name.  

  
 

              Activity     

 • F ind out th e categories of th e follow ing companies into public company and priv ate 
company. B ank  of B aroda,  B aj aj  Appliances,  H industan Mach ines T ools,  T ata Motors.

Distinguish b etw een and comparative study chart.

1)  P rivate and P ub lic Company 

Sr. 
N o.

P oint of 
difference

P rivate Company P ub lic Company 

1) Meaning A priv ate company is a company 
w h ich  by its Articles restricts th e 
righ t to transfer its sh ares,  if any 
&  limit th e number of its members  
to 200.

A public company means a 
company w h ich  is not a priv ate 
company. 

2) N umber of 
Members 

Minimum –  2
Maximum	–	200

Minimum 7
Maximum	–	unlimited

3) Statutory 
Meeting

T h is meeting is not compulsory. I t is compulsory

4) T ransfer of 
Sh ares

Sh ares are not freely transferable. Sh ares are freely transferable

5) C apital Minimum paid up capital is  
Rs. 100, 000.

I n public limited minimum paid 
up capital it is Rs. 500, 000

6) I ssue of 
prospectus 

I n priv ate company,  statement in 
lieu of prospectus is issued.

A prospectus is compulsory. 
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7) C ommencement 
of business

A Priv ate C ompany can start its 
business activ ities immediately 
after getting th e ‘ I ncorporation 
Certificate’.

I t can start its business only 
after getting ‘ C ommencement 
Certificate’

8) N umber of 
D irectors

T h ere are minimum 2 directors. T h ere are minimum 3 directors

9 ) N ame of th e 
C ompany 

I t is compulsory to add aw ord 
‘ P rivate L imited ’  after th e name of 
th e company

I t is compulsory to add aw ord 
‘ L imited’  after th e name of th e 
company. 

2)  Sole trading Concern,  P artnership Firm,  Joint Hindu Family Business,  Co-operative 
Society and Joint Stock  Company

Sr. 
N o.

P oints of 
difference

Sole trading 
Concern

P artnership 
Firm

Joint Hindu 
Family 

Business

Co-operative 
Society

Joint Stock  
Company

1) Meaning I t is ow ned 
and controlled 
by one person.

I n th is form 
tw o or more 
Partners 
come 
togeth er to 
undertak e 
a business 
activ ity and 
share	profits.	

T h e ancestral 
business is 
conducted 
by family 
members of 
J oint H indu 
F amily.

I t is a 
v oluntary 
association of 
indiv iduals 
to prov ide 
serv ices to its 
members.

I t is an 
incorporated 
association of 
indiv iduals for 
profit	having	
capital div ided 
into transferable 
sh ares,  th e 
ow nersh ip of 
w h ich  is th e 
condition of 
membersh ip. 

2) N umber of 
Members 

O nly one 
member.

Minimum 
T w o partners 
&
maximum	 
50 partners 
are th ere

T h ere is no 
limit for 
number of 
members.

Minimum 10 
and	maximum	
no limit for 
number of 
members.

Priv ate 
company 
Minimum 
2-maximum	
200.
Public 
C ompany 
Minimum 7 and 
th ere is no limit 
of	maximum	
number of 
members.

3) Registration I t is not 
req uired.

I t is not 
compulsory in 
I ndia,  but it is 
compulsory in 
Mah arash tra.

I t is not 
req uired.

I t is 
compulsory.

I t is 
compulsory.
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4) L iability L iability of 
Sole trader is 
unlimited.

L iability of 
partner is 
unlimited,  
j oint and 
sev eral.

L iability 
of K arta is 
unlimited and 
liability of 
coparceners is 
limited.

L iability of 
sh areh olders is 
limited up to 
the	extent	of	
unpaid amount 
on sh are h eld 
by th em.

L iability of 
sh areh olders is 
limited up to 
the	extent	of	
unpaid amount 
on sh ares h eld 
by th em.

5) C apital C omparativ ely 
limited capital.

D ue to 
contribution 
of all 
partners,  
capital is 
more.

Ancestral 
property is 
used as capital.

C omparativ ely 
more capital 
th an sole 
trading concern. 
Partnersh ip F irm 
and J H F B .

H uge C apital.

6) Secrecy T h ere is 
maximum	
secrecy.

Secrecy is 
sh ared by 
partners.

Secrecy can 
be maintained 
because it 
is family 
business.

L ess business 
secrecy.

L ess business 
secrecy. 

7) Management A sole trader 
is th e only 
manager of h is 
business.

All partners 
in a 
partnersh ip 
firm	have	
eq ual 
managerial 
righ ts.

T h e K arta is 
th e  manager 
of th e business 
w h o is 
assisted by 
co- parceners.

Managing 
C ommittee is 
th e managing 
body of co 
operativ e 
society.

B oard of 
D irectors 
look s after th e 
management of 
th e company.

8) Stability T h ere is lack  
of stability,  as 
th e business 
may be 
a൵ected	due	
to death ,  
insolv ency of 
sole trader.

T h ere is lack  
of stability,  
as th e 
business may 
be	a൵ected	
due to death ,  
insolv ency 
of Partners.

I t is 
comparativ ely 
more stable 
since after 
th e death  of 
K ART A,  th e 
next	senior	
most family 
member 
becomes 
K ART A and 
continues 
business 
activ ity.

I t is a stable 
business due 
to independent 
legal status.

I t is stable 
business due 
to independent 
legal status.

9 ) G ov ernment 
C ontrol

T h ere is 
minimum 
gov enment 
interference.

T h ere is 
minimum 
gov ernment 
interference.

 T h ere is 
limited 
gov ernment 
interference.

T h ere is 
is strict 
gov ernment 
control.

T h ere is strict 
G ov ernment 
control.
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10) Act /  L aw T h ere is no 
separate Act 
to gov ern th e 
activ ities of 
sole trading 
concern.

I ndian 
partnersh ip 
Act. 19 32 is 
applicable in 
I ndia.

T h e H indu 
Succession Act 
19 56 and T h e 
H indu L aw  is 
applicable.

T h e I ndia 
C o- operativ e 
Society’ s Act 
19 12 and th e 
respectiv e 
State C o-
operativ e 
Society’ s Act.

T h e  C ompanies 
Act,  2013 is 
applicable. 

11) F ormation C omparativ ely 
easy.

F ew  legal 
formalities 
are req uired 
for formation

C omparativ ely 
simple and 
easy. 

F ormation is 
comparativ ely 
ch eaper 
but time 
consuming due 
to many legal 
formalities.

F ormation is 
complicated,  
costly and time 
consuming 
as th ere are 
many legal 
formalities. 

12) V oting 
Righ ts

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - T h e principle 
of ‘ O ne 
Member-  
O ne V ote’  is 
follow ed.

T h e principle 
of ‘ O ne Sh are 
-  O ne V ote’  is 
follow ed. 

 
SUMMARY

� P rivate Sector Organisation :
 Priv ate sector enterprises are ow ned and managed by th e priv ate entities i. e. indiv idual or a 

group of indiv iduals.
	 Examples,	
 1) Sole T rading C oncern
 2) Partnersh ip F irm
 3) J oint H indu F amily B usiness
 4) J oint Stock  C ompany
 5) C o- operativ e Society 

� Sole Trading Concern ( STC)  :
 T h e sole proprietorsh ip is an informal type of business ow ned by one person.
 Features:  
 1) I ndiv idual O w nersh ip
	 2)	 No	Sharing	of	Profit	and	Risk
 3) Self employment
 4) L ocal Mark et O perations
 5) N o separate L egal Status
 6) Minimum G ov ernnemt Regulations 
 7) U nlimited L iability
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 Merits:  
 1) E asy F ormation
 2) Q uick  D ecision
	 3)	 Maximum	Secrecy
 4) D irect Motiv ation
	 5)	 Flexibility
 6) L ow er C ost 
	 7)	 Efficiency

 Demerits:  
 1) L imited C apital
 2) L imited Managerial Sk ill
 3) U nlimited L iability
 4) L ack  of Stability
 5) L ack  of Specializ ation
 6) N ot Suitable for L arge Scale O peration 

� P artnership Firm  :
 Section	4	of	Indian	Partnership	Act,	1932	defines	partnership	as�
	 ³Partnership	is	the	relation	between	persons	who	have	agreed	to	share	the	profits	of	a	business	

carried on by all or any of th em acting for all.”
 Features:  
 1) Agreement
 2) J oint O w nersh ip
 3) J oint Management
 4) L aw ful B usiness
 5) L iability
 6) N umber of Partners
 7) Principle Agent Relationsh ip
 8) Restriction on T ransfer of I nterest
 9 ) Registration
	 10)	 Sharing	of	Profits	and	Losses
 11) T ermination of Partner 
 12) D issolution

 Merits:  
 1) E asy F ormation
 2) C apital
 3) B usiness Secrecy
	 4)	 Continued	Existence
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	 5)	 Flexibility	of	Operation
 6) D ecision Mak ing
	 7)	 E൵ort	Reward	Relationship
 8) G oodw ill 
 9 ) Specializ ation

 Demerits:  
 1) Problem of C ontinuity
 2) Absence of L egal Status
 3) D isputes
 4) N on- T ransferability of I nterest
 5) L imitation on number
	 6)	 Difficulty	in	Admission	of	Partner
 7) U nlimited L iability
 8) Risk  of I mplied Auth ority
 9 ) L imited C apital 
 10) Problem of Secrecy
 
� Types of P artners :
 1) Activ e Partner
 2) D ormant Partner
 3) N ominal Partner
 4) Secret Partner
 5) Minor as Partner
	 6)	 Partner	in	Profit	only
 7) Sub Partner
 8) Partner w ith  L imited L iability
 9 ) Q uasi Partner 
 
� Types of P artnership Firms :
 A) G eneral Partnersh ip
  1) Parntersh ip at w ill
  2) Partnersh ip for particular period
  3) Partnersh ip for particular V enture

 B ) L imited L iability Partnersh ip
 
� Joint Hindu Family Business :
 “ W h en a J oint H indu F amily ( J H F ) conducts business inh erited by it as per H indu L aw . I t is 

called J oint H indu F amily F irm” .
 Features:  
	 1)	 Exists	in	India	only
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 2) F ormation
 3) Membersh ip
 4) J oint O w nersh ip
 5) G ood C redit Standing
 6) Management
	 7)	 Profit	Sharing

 Merits:  
 1) Protection of C o- parceners I nterest
 2) E asy F ormation
 3) Q uick  and Prompt D ecision
 4) O n T h e J ob T raining
 5) C o- parceners L iability

 Demerits:  
 1) U nlimited L iability of K arta
 2) L imited F inancial and Managerial Resources
 3) N o Separate legal Status
 4) Partition of B usiness
 5) N o D irect Relation B etw een Risk  and Rew ards 

� C o-operative society 
 A C o- operativ e organisation is a v oluntary association of indiv iduals formed in order to ach iev e 

certain economic obj ects. 
 Features:  
 1) V oluntary Association &  O pen Membersh ip
 2) D emocratic Principles
 3) Management
 4) Registration
 5) Separate L egal Status
 6) L imited L iability
 7) N umber of Members
 8) E q ual V oting Righ ts
 9 ) Serv ice Motiv e

 Merits:  
 1) D emocratic Management
 2) O pen Membersh ip
	 3)	 Less	Operating	Expenses
 4) L imited L iability
	 5)	 Tax	Concession
 6) Self F inancing and C h arity
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 Demerits:  
 1) C apital
	 2)	 Inefficient	Management
	 3)	 Lack	of	Public	Confidence
	 4)	 Limited	Scope	for	Expansion
 5) L ack  of Motiv ation
 
� Types:    
 1)  C onsumers C o- operativ e Societies
 2) Producers C o- operativ es
  a) I ndustrial Serv ice C o- operativ es
  b) Manfacturing C o- operativ es
 3) Mark eting C o- operativ es
 4) C o- operativ e F arming Society
 5) H ousing C o- operativ es
 6) C redit C o- operativ es 
 
� Joint Stock  Company  
 J oint Stock  C ompany is registered as per T h e I ndian C ompanies Act 19 56 and 2013. 
 Features:  
 1) V oluntery Association
 2) Registration
	 3)	 Registered	Office	
	 4)	 Artificial	Legal	Person
 5) Separate L egal Status
 6) C ommon Seal
 7) L imited L iability
 8) T ransferability of Sh are
 9 ) Seperation of O w nersh ip and Management
 10) Perpetual Succession
 11) Membersh ip

 Merits:  
 1) L arge amount of C apital
 2) Professional Management
	 3)	 More	Scope	for	Expansion
	 4)	 Public	Confidence
 5) Relief in F ormation
	 6)	 Expert	Services
 7) Perpetual Succession
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 Demerits:  
 1) Rigid F ormation
 2) L ack  of Secrecy
 3) D elay in D ecision Mak ing Process
 4) N o Personal C ontact
 5) H igh  C ost of Management
 6) Reck less Speculation

� Career Opportunities
� � Self E mployment O pportunities
 1)  Sole T rading C oncern
 2)  Partnersh ip F irm
  i) D eliv er G roceries
  ii) I nterior D ecorating
  iii)  E v ent C oordinating 
  iv )  E -  C ommerce 
  v )  Repair W ork

� Business Opportunities
 i)  T rav el Agency
 ii)  Mobile Rech arge Sh op
 iii)  G arment T ailor
 iv )  W edding C onsultants.

 ht tps :  / /  w w w .youthki aw aaz .com / 2016/ 09 a mul- india- success- story/

 ht tps: / / en.w iki pedia.org/ w iki / L is_of _c ooprative s

 
EXERCISE

Q.1 A)  Select the correct option and rew rite the sentence.
 1)  A sole trading concern ensures .................. business secrecy. 
	 	 �maximum,	minimum,	limited)

 2)  T h e members of H indu undiv ided family business are called ...............
  ( carpenter,  coparcener,  parceners)

 3)  T h e h ead of J oint H indu F amily B usiness is called as ............
  ( K ART A,  ow ner,  manager)

	 4)		 Registration	of	partnership	firm	is	..................	in	Maharashtra.
  ( v oluntary,  compulsory,  easy) 
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 5)  T h e liability of th e sh areh olders in J oint Stock  C ompany is ..............
  ( limited,  unlimited,  restricted)

	 6)		 A	Joint	Stock	Company	is	an	artificial	person	created	by	................
  ( L aw ,  Articles,  Memorandum)

 7)  Registration of a J oint Stock  C ompany is ..............
  ( compulsory,  free,  not req uired)

 8)  L iability of member of a C o- operativ e Society is ..................
	 	 �limited,	restricted,	maximum)

 9 )   I ndian C o- operativ e Society’ s Act w as passed in ..................
  ( 19 12,  19 13,  19 11)

 10) ..................... acts as a signature of th e company. 
  ( C ommon seal,  C ommon sign,  C ommon image)

B)  Match the pairs. 

Group ‘ A’ Group ‘ B’
A) Priv ate C ompany 1) K arta 
B ) Public C ompany 2) L ocal Mark et
C ) C ommon Seal 3) 19 32
D ) Partnersh ip Act 4) Maximum	200	members
E ) J oint H indu F amily F irms 5) O ne Man Sh ow
   6) Minimum Sev en members
  7) Minimum 10 members
  8) Signature of C ompany 

9 ) Maximum	100	members
10) Manager

C) Give one w ord /  phrase /  term. 
 1)  An elected body of representativ es of co- operativ e Society for its day to day administrations. 
 2) T h e ow ner is th e sole manager and decision mak er of h is business. 
 3)  O ne man sh ow  type of business organisation.
	 4)	 The	members	of	the	Joint	Hindu	Family	firm.	
	 5)		 A	Partner	who	gives	his	name	to	partnership	firm.	
 6)  T h ere is free transferability of sh ares in th is company. 
 7)  A partnersh ip agreement in w riting.  
 8)  T h e motto of th e co- operativ e Society. 
 9 )  An organisation w h ich  is serv ice oriented. 
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D)  State True or False.
 1) Sole trader is th e decision mak er of th e business.
 2) Sole trading concern operates in local mark ets.
 3) Sole proprietorsh ip is useful for small business.
 4) T h e liability of K ART A is unlimited.
	 5)	 The	maximum	number	of	members	is	unlimited	in	Joint	Hindu	Family	Firm.
 6)  J oint Stock  company can raise h uge amount of capital.
 7) T h ere is a separation of ow nersh ip &  management in J oint Stock  C ompany.
 8)  B oard of D irectors manage th e business of J oint Stock  C ompany.
 9 ) Partnersh ip agreement may be oral or w ritten.
	 10)	 In	partnership	firm,	the	liability	of	every	partner	is	limited,	Moint			serveral.
 11) T h e main motto of co- operativ e society is to render serv ices to its sh areh olders.
 12) T h e membersh ip of a co- operativ e society is compulsory.

E)  Find the odd one.
 1) Sole proprietorsh ip,  J oint H indu family,  N on-  G ov ernemt O rganisation ( N G O )  Partnersh ip 

firm.	
 2) Activ e Partner,  Sh areh older,  N ominal parmer,  Secret partner. 

F)  Complete the sentences. 
 1) Priv ate sector enterprises are ow ned and managed by th e ..................
 2) T h ere is only one ow ner in ..................
	 3)	 Admission	of	new	individual	into	existing	business	has	given	birth	to	..................
 4) A partner w h o tak es activ e participation in th e day to day w ork ing of th e business is 

k now n as ..................
 5) W h en th ere is no prov ision in partnersh ip agreement regarding time period for partnersh ip 

th en it is k now n as ..................
 6) T h e property of J H F  business is j ointly ow ned by th e ..................
 7) T h e management of co- operativ e society is based on ..................
 8) T h e rule for v oting in co- operativ e society is ..................
 9 ) T h e rule for v oting in J oint stock  company is ..................
 10) T h e face v alue of th e sh ares of co- operativ e society is v ery ..................
 11) C onsumer’ s co- operativ es are formed by th e ..................
 12) Registration of J oint stock  company is compulsory according to th e C ompanies Act 

..................
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G)  Select the corrct option 

A B
1) Minimum	2	and	maximum	200 ..................
2) Minimum	10	and	maximum	no	limit ..................
3) .................. Minimum	7	and	maximum	unlimited
4) F orm of business organisation h av ing only 

one member
..................

5) Minimum	2	and	maximum	50 ..................

 
 ( Public company,  Priv ate C ompany,  C o- operativ e Society,  Partnersh ip F irm,  Sole T rading 

concern) 
 
H) Answ er in one sentences. 
 1) W h at is sole T rading concern?
	 2)	 What	do	you	mean	by	partnership	firm"
 3) W h at is th e meaning of J oint stock  C ompany?  
 4) W h at is J H F  business?
 5) W h at do you mean by co- operativ e Society?
 6) W h at do you mean by minor partner?
 7) W h at is Q uasi Partner?
	 8)	 What	do	you	mean	by	partner-in-profits	only"
 9 ) W h at do you mean by general partnersh ip?  
 10) W h at  is th e meaning of Priv ate C ompany?  
 11) W h at do you mean by Public C ompany?  

I)  Correct the underlined w ord and rew rite the follow ing sentences. 
 1) I n public company,  sh ares are not freely transferrable.
 2) I n Priv ate C ompany,  th ere are minimum 3 ( T h ree) directors.
 3) Registration of J oint stock  C ompany is not compulsory.
 4) T h ere is less secrecy is sole trading concern. 
	 5)	 In	partnership	firm	minimum	three	member	are	reTuired.
 6) I n J oint H indu F amily business th e senior most member of family is called as co- parcener. 
 7) I ndian Partnersh ip Act 19 40 is applicable in I ndia. 

Q.2  Ex plain the follow ing terms/ concepts.
 1)  Sole T rading C oncern. 
 2) Partnersh ip F irm.
 3)  J oint H indu F amily B usiness. 
 4) C o- operativ e Society.
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 5) J oint Stock  C ompany 
 6) K arta
 7) Managing C ommittee
 8) N ominal Partners   

Q.3 Study the follow ing case/ situation and ex press your opinion.
 1)  Mr. Ragh unath  is running business from last 30 years. T h is business is ancestoral business 

of Mr. Ragh unath . K iran and N aman,  tw o sons of Mr. Ragh unath  are h elping h im along 
w ith  th eir w iv es. 

  i) F ind out types of business. 

  ii) W h o is Ragh unath ?

  iii) W h at K iran &  N aman are called?

 2) Mr. J umbo a C h artered Accountant by profession and Mrs. T imbo,  an Arch itect by 
profession	running	a	firm	namely	µBuildsheet’	in	Nagpur.	

	 	 i)	Identify	business	in	above	examples.	
  ii) comment on it.
  iii) w h ich  tw o professions are mentioned h ere.

Q.4 Distinguish b etw een
 1)  Priv ate L imited C ompany and Public L imited C ompany 
 2)  Sole T rading C oncern &  Partnersh ip F irm
 3)  Partnersh ip F irm &  J oint H indu F amily 
 4)  C o- operativ e Society &  J oint Stock  C ompany 
 5)  J oint H indu F amily F irm and J oint Stock  C ompany 
 6)  C o- operativ e Society  &  Partnersh ip F irm

Q.5 Answ er in b rief. 
 1)  State any four features of Sole T rading C oncern.
 2)  State any four types of partners.
 3)  D escribe any four types of C o- operativ e Society.
 4)  State any four merits of J oint H indu F amily B usiness.
 5) State any four demerits of J oint Stock  C ompany. 

Q.6 Justify the follow ing statements. 
 1)  T h e L iability of a ‘ Sole trader’  is U nlimited. 
 2)  K arta is th e sole manager of ‘ J oint H indu F amily B usiness’ .
 3)  T h e main obj ectiv e of co- operativ e society is to prov ide serv ices to its members.
 4)  A J oint Stock  C ompany can raise h uge capital.
 5) T h e liability of C o- parceners is limited in ‘ J oint H indu F amily B usiness’ .
 6) Sole proprietorsh ip is useful for small business.
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 7) C o- operativ e society follow s democratic principles.
 8) T h ere is separation of ow nersh ip and managment in J oint Stock  C ompany.
 9 ) Sh ares of Priv ate limited company are not freely transferable.
	 10)	 All	partners	are	Moint	owners	of	partnership	firm.
	 11)	 Active	partners	take	active	part	in	day	to	day	management	of	partnership	firm.

Q.7 Attempt the follow ing. 
	 1)		 Explain	various	types	of	Co-operative	Society.	
	 2)		 Explain	the	features	of	Joint	Stock	Company.		
 3)  D escribe th e features of C o- operativ e Society.

Q.8 Answ er the follow ing.
	 1)		 Explain	features	of	Sole	Trading	Concern.	
	 2)		 Explain	di൵erent	types	of	Partnership.
	 3)	 Explain	di൵erent	types	of	Partners.
	 4)	 Explain	the	five	features	of	Joint	Stock	Company.
	 5)	 Explain	the	merits	of	Co-operative	Society.
	 6)	 Explain	the	demerits	of	Partnership	firm.
	 7)	 Explain	the	merits	of	Joint	Stock	Company.
	 8)	 Explain	the	features	of	partnership	firm.
	 9)	 Explain	the	types	of	co-operative	societies.		
	 10)		Explain	the	demerits	of	Joint	Stock	Company.	

www

2			Just to K now   2

•	 O ne Person C ompany ( O PC ) :  T h e concept of O ne Person C ompany in I ndia w as introduced 
th rough  th e C ompanies Act,  2013 to support entrepreneurs w h o on th eir ow n are capable of 
starting a v enture by allow ing th em to create a single person economic entity.

•	 Special Purpose V eh icle ( SPV ) :  A Special Purpose V eh icle ( SPV ) is a separate legal entity 
created by an organisation. T h e SPV  is a distinct company w ith  its ow n assets and liabilities,  
as	well	as	its	own	legal	status.	Usually,	they	are	created	for	a	specific	obMective,	often	which	
is	to	isolate	financial	risk.


