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oforders.Theordermaybewrittenorverbalorgeneraloroperationalordefiniteor

procedural.

5.Controlling:Itismeasuringandcorrectingofactivitiesofsubordinatestoensure

thateventsconform toplans.Itmeasuresperformanceagainstgoalsandplans,

showswhere negative deviation exist,byputting in motion actionsto correct

deviations,helpensuretheaccomplishmentofplans.Plansguidemanagersinthe

use ofresources to accomplish specific goals,then activities are checked to

determine whether they conform to the plans.Controls are indicators of

performanceandsetuptohelpmeasureprogressagainstplan.Thesupervisorhas

tooperatethecontrolsandheshouldbeabletosetup,operateandadjustthe

controlsaccordingtoneed.Beforesettingupordesigningcontrolsistohavean

assessmentoftheoverallassignmentsanddeterminewhichactivitiesaremore

important.Theoverallareaswhichareimportantandcontrolshavetobesetupare

manpower,material,qualityofwork,quantityofwork,time,spaceandmethods.

Oncetheareasofcontrolshavebeenestablishedthesupervisormustfindorsetup

standardforeachactivityineacharea.Standardsarethemeasuringdevicesforthe

activity.Asupervisorwishestosetupstandardforproductionwork.Firsthewilllike

toreviewthepastrecordsanddeterminewhathasbeenaccomplishedinthepast

underconditionssimilartopresentconditions.Supervisorneedscertainindicators

whichtellhim how wellhisteam isdoinginrelationtostandardsasfrequentlyas

possible.Theseindicationsmustexpressarelationshipbetweenthestandardand

performance.

FormsofBusinessOrganizations:

Introduction:Businessconcernsareestablishedwiththeobjectiveofmakingprofits.
Theycanbeestablishedeitherbyonepersonorbyagroupofpersonsintheprivate
sectorbythegovernmentorotherpublicbodiesinthepublicsector.Abusinessstarted
byonlyonepersoniscalledsoleproprietorship.Thebusinessstartedbyagroupof
personscanbeeitheraJointHinduFamilyorPartnershiporJointStockCompanyora
Co-operativeform oforganization.

Thustherearethreelegalformsofagribusinessorganization

1.SoleProprietorship
2.PartnershipFirm
3.JointStockCompanyorCorporation



16|Page

Formsofbusinessorganizationarelegalformsinwhichabusinessenterprisemaybe
organizedandoperated.

Theseformsoforganizationrefertosuchaspectsasownership,riskbearing,control
anddistributionofprofit.Anyoneoftheabovementionedformsmaybeadoptedfor
establishingabusiness,butusuallyoneform ismoresuitablethanotherforaparticular
enterprise.Thechoicewilldependonvariousfactorslikethenatureofbusiness,the
objective,thecapitalrequired,thescaleofoperations,statecontrol,legalrequirements
andsoon.

Characteristicsofanidealform oforganization

Beforewediscussthefeatures,meritsanddemeritsofdifferentformsoforganization,
letusknowthecharacteristicsofanidealform oforganization.Thecharacteristicsof
an idealform oforganization are found in varying degreesin differentformsof
organization.Theentrepreneur,whileselectingaform oforganizationforhisbusiness,
shouldconsiderthefollowingfactors.

 Easeofformation:Itshouldbeeasytoform theorganization.Theformation
shouldnotinvolvemanylegalformalitiesanditshouldnotbetimeconsuming.

 AdequacyofCapital:Theform oforganizationshouldfacilitatetheraisingofthe
requiredamountofcapitalatareasonablecost.Iftheenterpriserequiresalarge
amountofcapital,thepreconditionsforattractingcapitalfrom thepublicarea)
safetyofinvestmentb)fairreturnoninvestmentandc)transferabilityofthe
holding.

 LimitofLiability:Abusinessenterprisemaybeorganizedonthebasisofeither
limitedorunlimitedliability.From thepointofview ofrisk,limitedliabilityis
preferable.Itmeansthattheliabilityoftheownerasregardsthedebtsofthe
businessislimitedonlytotheamountofcapitalagreedtobecontributedbyhim.
Unlimitedliabilitymeansthateventheowners’personalassetswillbeliableto
beattachedforthepaymentofthebusinessdebts.

 Direct relationship between Ownership,Controland Management: The
responsibilityformanagementmustbeinthehandsoftheownersofthefirm.If
theownershavenocontrolonthemanagement,thefirm maynotbemanaged
efficiently.

 Continuity and Stability: Stability is essentialforany business concern.
Uninterruptedexistenceenablestheentrepreneurtoformulatelong-term plans
forthedevelopmentofthebusinessconcern.

 Flexibility ofOperations: Anotheridealcharacteristic ofa good form of
organizationisflexibilityofoperations.Changesmaytakeplaceeitherinmarket
conditionsorthestates’policytowardindustryorintheconditionsofsupplyof
variousfactorsofproduction.Thenatureoforganizationshouldbesuchastobe
abletoadjustitselftothechangeswithoutmuchdifficulty.

SoleProprietorship
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Meaning:A sole proprietorship orone man’s business is a form ofbusiness
organizationownedandmanagedbyasingleperson.Heisentitledtoreceiveallthe
profitsandbearsallriskofownership.

Features:Theimportantfeaturesofsoleproprietorshipare:
1.Thebusinessisownedandcontrolledbyonlyoneperson.
2.Theriskisbornebyasinglepersonandhencehederivesthetotalbenefit.
3.Theliabilityoftheownerofthebusinessisunlimited.Itmeansthathis

personalassetsarealsoliabletobeattachedforthepaymentoftheliabilities
ofthebusiness.

4.The business firm has no separate legalentityapartfrom thatofthe
proprietor,andsothebusinesslacksperpetuity.

5.Tosetupsoleproprietorship,nolegalformalitiesarenecessary,buttheremay
belegalrestrictionsonthesettingupofparticulartypeofbusiness.

6.The proprietorhas complete freedom ofaction and he himselftakes
decisionsrelatingtohisfirm.

7.TheproprietormaytakethehelpofmembersofhisFamilyinrunningthe
business.

Advantages

1.Easeofformation:Asnolegalformalitiesarerequiredtobeobserved.
2.Motivation:Asallprofitsbelongtotheowner,hewilltakepersonalinterestin

thebusiness.
3.Freedom ofAction:Thereisnonetointerferewithhisauthority.Thisfreedom

promotesinitiativeandself-reliance.
4.QuickDecision:Noneedforconsultationordiscussionwithanybody.
5.Flexibility:Canadapttochangingneedswithcomparativeease.
6.PersonalTouch:comes into close contactwith customers as he himself

managesthebusiness.Thishelpshim toearngoodwill.
7.BusinessSecrecy:Maintainingbusinesssecretsisveryimportantintoday’s

competitiveworld.
8.SocialUtility:Encouragesindependentlivingandpreventsconcentrationof

economicpower.

Disadvantages

1.Limitedresources:Oneman’sabilitytogathercapitalwillalwaysbelimited.
2.LimitedManagerialAbility.
3.UnlimitedLiability:Willbediscouragedtoexpandhisbusinessevenwhenthere

aregoodprospectsforearningmorethanwhathehasbeendoingforfearof
losinghispersonalproperty.

4.LackofContinuity:Uncertainfutureisanotherhandicapofthistypeofbusiness.
Ifthesoleproprietordies,hisbusinessmaycometoanend.

5.NoEconomiesofLargeScale:Asthescaleofoperationsaresmall,theowner
cannotsecuretheeconomiesandlargescalebuyingandselling.Thismayraise
thecostofproduction.
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SuitabilityofSoleProprietorshipForm

From thediscussionoftheadvantagesanddisadvantagesofsoleproprietorship
above,itisclearthatthisform ofbusinessorganizationismostsuitedwhere:

1.Theamountofcapitalissmall
2.Thenatureofbusinessissimpleincharacterrequiringquickdecisionstobe

taken
3.Directcontactwiththecustomerisessentialand
4.Thesizeofdemandisnotverylarge.

Thesetypesofconditionsaresatisfiedbyvarioustypesofsmallbusinesssuchasretail
shops,legalormedicaloraccountingprofession,tailoring,servicelikedrycleaningor
vehiclerepairetc.hencesoleproprietorform oforganizationismostlysuitablefor
theselinesofbusinesses.Thisform oforganizationalsosuitsthoseindividualswho
haveastrongdriveforindependentthinkingandhighlyventuroussomeintheirattitude.

PartnershipForm ofOrganization

Generallywhenaproprietorfindsit’sdifficulttohandletheproblemsofexpansion,he
thinksoftakingapartner.Inotherwords,onceabusinessgrowsbeyondthecapacityof
asoleproprietorshipandoraJointHinduFamily,itbecomesunarguablynecessaryto
form partnership.Itmeansthatpartnershipgrowsoutofthelimitationsofone-man
businessintermsoflimitedfinancialresources,limitedmanagerialabilityandunlimited
risk.Partnershiprepresentsthesecondstageintheevolutionofownershipforms.In
simplewords,aPartnershipisanassociationoftwoormoreindividualswhoagreeto
carryonbusinesstogetherforthepurposeofearningandsharingofprofits.Howevera
formaldefinitionisprovidedbythePartnershipActof1932.

Definition
Section4ofthePartnershipAct,1932definesPartnershipas“therelationbetween
personswhohaveagreedtosharetheprofitsofabusinesscarriedonbyalloranyof
them actingforall”

FeaturesofPartnership
1.Simpleprocedureofformation:theformationofpartnershipdoesnotinvolve

any complicated legalformalities.By an oralor written agreement,a
Partnershipcanbecreated.Eventheregistrationoftheagreementisnot
compulsory.

2.Capital:Thecapitalofapartnershipiscontributedbythepartnersbutitisnot
necessarythatallthepartnersshouldcontributeequally.Somemaybecome
partnerswithoutcontributinganycapital.Thishappenswhensuchpartners
havespecialskills,abilitiesorexperience.Thepartnershipfirm canalsoraise
additionalfundsbyborrowingfrom banksandothers.

3.Control:Thecontrolisexercisedjointlybyallthepartners.Nomajordecision
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canbetakenwithoutconsentofallthepartners.However,insomefirms,
theremaypartnersknownassleepingordormantpartnerswhodonottake
anactivepartintheconductofthebusiness.

4.Management:Everypartnerhasarighttotakepartinthemanagementofthe
firm.Butgenerally,thepartnershipDeedmayprovidethatoneormorethanone
partnerwilllookafterthemanagementoftheaffairsofthefirm.Sometimesthe
deed mayprovide forthe division ofresponsibilities among the different
partnersdependingupontheirspecialization.

5.Durationofpartnership:Thedurationofthepartnershipmaybefixedormay
notbefixedbythepartners.Incasedurationisfixed,itiscalledas“partnership
forafixedterm.Whenthefixedperiodisover,thepartnershipcomestoanend.

6.Unlimited Liability:The liabilityofeach partnerin respectofthe firm is
unlimited.Itisalsojointandseveraland,thereforeanyoneofthepartnercan
beaskedtoclearthefirm’sdebtsincasetheassetsofthefirm areinadequate
forit.

7.Noseparatelegalentity:Thepartnershipfirm hasnoindependentlegalexistence
apartfrom thatofthepersonswhoconstituteit.Partnershipisdissolvedwhen
anypartnerdiesorretires.Thusitlackscontinuity.

8.Restrictionontransferofshare:Apartnercannottransferhissharetoan
outsiderwithouttheconsentofalltheotherpartners.

Advantages
1.Easeofformation:partnershipcanbeeasilyformedwithoutexpenseandlegal

formalities.Eventheregistrationofthefirm isnotcompulsory.
2.Largeresources:whencomparedtosole-proprietorship,thepartnershipwill

havelargerresources.Hence,thescaleofoperationscanbeincreasedif
conditionswarrantit.

3.Betterorganizationofbusiness;asthetalent,experience,managerialabilityand
powerofjudgmentoftwoormorepersonsarecombinedinpartnership,thereis
scopeforabetterorganizationofbusiness.

4.Greaterinterestinbusiness:asthepartnersaretheownersofthebusiness
andasprofitfrom thebusinessdependsontheefficiencywithwhichthey
manage,theytakeasmuchinterestaspossibleinbusiness.

5.Promptdecisions:as partners meetvery often,they take decisions
regardingbusinesspoliciesverypromptly.Thishelpsthefirm intaking
advantageofchangingbusinessconditions.

6.Balancejudgment:aspartnerspossessesdifferenttypesoftalentnecessary
forhandlingtheproblemsofthefirm,thedecisionstakenjointlybythepartners
arelikelytobebalanced.

7.Flexibility:partnershipisfreefrom legalrestrictionforchangingthescopeofits
business.Thelineofbusinesscanbechangedatanytimewiththemutual
consentofthepartners.Nolegalformalitiesareinvolvedinit.

8.Diffusionofrisk;thelossesofthefirm willbesharedbyallthepartners.Hence,
theshareoflossinthecaseofeachpartnerwillbelessthanthatsustainedin
soleproprietorship.

9.Protectiontominorityinterest:importantmatterslikechangeinthenatureof
business,unanimityamongpartnersisnecessaryhence,theminorityinterest
isprotected.
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10.Influenceofunlimitedliability:theprincipleofunlimitedliabilityhelpsintwo
ways.First,thepartnerswillbecarefulintheirbusinessdealingsbecauseof
thefearoftheirpersonalpropertiesbecomingliableundertheprincipleof
unlimitedliability.Secondly,ithelpsthefirm inraisingloansforthebusinessas
thefinancersareassuredoftherealizationofloansadvancedbythem.

Disadvantages:
1.Greatrisk;astheliabilityisjointandseveral,anyoneofthepartnerscanbemade

topayallthedebtsofthefirm.Thisaffectshissharecapitalinthebusinessand
hispersonalproperties.

b.Lackofharmony:somefrictions,misunderstandingandlackofharmonyamong
thepartnersmayariseatanytimewhichmayultimatelyleadtothedissolution.

3.Limitedresources:becauseofthelegalceilingonthemaximum numberof
partners,thereislimittotheamountofcapitalthatcanberaised.

4.Tendencytoplaysafe:becauseoftheprincipleofunlimitedliability,thepartners
tendtoplaysafeandpursueundulyconservativepolicies.

5.Nolegalentity:thepartnershiphasnoindependentexistenceapartfrom thatof
thepersonsconstitutingit,i.e.itisnotalegalentity.

6.Instability:the death,retirementorinsolvency ofa partnerleads to the
dissolutionofthepartnership.Furtherevenanyonepartnerifdissatisfiedwith
thebusiness,canbringaboutthedissolutionofpartnership.Hencepartnership
lackscontinuity

7.Lackofpublicconfidence:nolegalregulationsarefollowedatthetimeofthe
formation ofpartnership and also thereisno publicitygiven to itsaffairs.
Becauseofthesereasons,apartnershipmaynotenjoypublicconfidence.

Sustainability:
The advantages and drawbacks ofpartnership stated above indicate thatthe
partnershipform tendstobeusefulforrelativelysmallbusiness,suchasretailtrade,
mercantilehousesofmoderatesize,professionalservicesorsmallscaleindustriesand
agencybusiness.Butwhencomparedtosoleproprietorshippartnershipissuitablefora
businessbiggerinsizeandoperations.

JointStockCompanyorCorporation:
CorporationisbodycorporatecreatedbyanactofParliamentorLegislatureand
notifiedbythenameintheofficialgazetteofthecentralorstategovernment.Public
sectorisgenerallyrecognized asa “modelemployer”providing fairwages,good
workingconditionsandamenitiesandrecognizingtherightsofworkers.

ObjectivesofCorporation:Areasfollows;
 Topromoterapideconomicdevelopmentbyfillingcriticalgapsintheagriculture

andindustrialstructure.
 Toprovidebasicinfra-structuralfacilitiesforthegrowthofprimary,secondary

andtertiarysectors.
 Tounderstandeconomicactivitysuchasbalancedprovisionofnecessitiesof

life(i.e.education,health,food)strategicallyimportantforsmoothfunctioning
andproductivegrowth.

 Toreducedisparitiesinbusinessreturn.
 Toavoidconcentrationofeconomic/financialpowerinafewhands.
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 Toexercisesocialcontrolandregulationoflongterm capitalthroughfinancial
institutions.

 Toenhancetheemploymentopportunitiesbyheavyinvestmentinindustry.
 Toincreaseexportsofprimarygoodsandearnforeignexchangetoeasethe

pressureofbalanceofpayment.
NeedofCorporation:Atthetimeofindependence,theplannersbelievedthatlargescale
investmentbythe State would be necessaryto achieve accelerated and balance
economicdevelopment.Achievementofobjectivessuchascreationofindustrialbase,
povertyalleviation,and equitable distribution ofincome and removalofregional
imbalancesrequiredaspracticalrolebytheState.

AdvantagesofCorporation:Areasfollows;
 Thecontrolofcorporationisdirectandcentralized,soitislikelytobeeffective.
 Asthefinancialoperationsofcorporationsaresubjecttoministerialsanction,

budgetaccountingandauditcontrol,theriskofmisuseofmoneytorelatively
less.

 Therevenueofmoneyislikelytoincreasesincetheearningofcorporationis
creditedintothetreasury;thetaxburdenonthecontinuitytherebybecomes
lighter.

DisadvantagesofCorporation:Areasfollows;
 Duetoexcessivecentralizationofcontrolcontrarytoflexibilityinitiativeand

promptactionwouldbecomehurdleinthesmoothandsuccessfuloperationof
corporations.

 Since ithas no powerto utilize the revenues,there willbe practicallyno
incentivestomaximizeitsearnings.

 Due to absence ofcompetition and profitmotives,losses incurred bythe
corporationsarenottakenseriously.

Lossesincurredbythecorporationarerecoveredfrom treasury,theamountofloss
whichmaynecessitateadditionaltaxation.

MultinationalCorporation:A multinationalcorporation(MNC)isacorporationoran
enterprisethatmanagesproductionordeliversservicesinmorethanonecountry.Itcan
alsobereferredasaninternationalcorporation.TheInternationalLabourOrganization
(ILO)hasdefinedasMNCasacorporationwhichhasitsmanagementheadquartersin
onecountryknownasthehomecountryandoperatesinseveralothercountriesknown
ashostcountries.ThefirstmodernMNCisgenerallythoughttobetheDutchEastIndia
Company.Nowadays manycorporations have offices,branches ormanufacturing
plantsindifferentcountriesthanwheretheiroriginalandmainheadquarterislocated.
Thisoftenresultsinverypowerfulcorporationsthathavebudgetsthatexceedsome
nationalGDPs.Multinationalcorporations can have a powerfulinfluence in local
economiesaswellastheworldeconomyandplayanimportantroleininternational
relationsandglobalization.Itmayseem strangethatacorporationcandecidetodo
businessinadifferentcountry,whereitdoesn'tknow thelaws,localcustomsor
businesspractices.Onereasonisthattheuseofthemarketforcoordinatingthe
behaviourofagentslocatedindifferentcountriesislessefficientthancoordinating
them byamultinationalenterpriseasaninstitution.Theadditionalcostscausedbythe
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entranceinforeignmarketsareoflessinterestforthelocalenterprise.


