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8 – Marks Questions with Answers 

1. Write short notes on Joint Hindu Family business. 

1. India is unique in the system of Joint Hindu Families. 

2. A joint Hindu family comprises of father, mother, sons, daughters, 

grandsons and granddaughters. 

3. They hold the property jointly. 

4. The head of joint Hindu family is known as 'KARTA'. 

5. The members are called "Coparceners". 

6. These families engage in Agriculture, handicrafts small industries etc. 

7. There are two laws "MITAKSHARA" and "DAYABHAGA". 

8. Governed under "HINDU SUCCESSION ACT, 1956". 

9. It is regulated by the provisions of Hindu Law. 

10. Conclusion: With the advent of Industrialization the joint families are 

reduced to small families. As a result, this system is declining. 

 

2. Write notes on Multinational Companies. 

1. The term "multinational" consists of two different words "multi" and 

"national". 

2. It operates in several countries. 

3. It is also called as "Global giant" (or) "World enterprise" (or) 

International Enterprise" 

4. A MNC is operated in more than one country simultaneously. 

5. It is generally very large in size. 

6. It reduces transport costs 

7. There are 500 to 700 MNC's in the world. 

8. Ex : Philips, Coca - cola. 
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3. Explain any two types of individualistic institutions. 
 

1. Sole trader: 
 

Meaning: 

 The person who contribute capital and manages the business is 

called as “Sole trader” or “Sole proprietor”. 

 It is the oldest form of business organisation. 

1. Ownership & Control: 

Sole trader business is owned and controlled by a single 

individual. 

2. Profit or Loss: 

He enjoys the entire profit and bears entire loss of the business. 

3. Liability: 

The liabilities of the sole trader is Unlimited. 

4. Legal Formalities: 

No legal formalities is required to formation of Sole trader. 

5. Principle: 

  “All is he and he is all in all” is the principle of Sole trader 

 

2. Partnership: 

1. No. of Persons: 

Partnership is the relationship between two or more persons. So, 

there must be more than one person. The maximum number of partners 

has been limited to 10 in the case of banking business and 20 in the case 

of other business 

2. Agreement: 

A partnership is created by an agreement. The agreement may be 

oral or in writing. 
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3. Act: 

Partnership business is governed by Indian Partnership Act 

1932. 

4. Registration: 

In India the registration of partnership firm is not compulsory. It 

is only optional. If it is registered, it can enjoy certain advantages. 

5. Share of Profit: 

The profit or loss of partnership is shared by the partners in the 

ratio as given in the agreement. If there is no agreement regarding 

sharing of profit or loss, all the partners share equally. 

 

3. On what reasons study of organisation is important? 

Definition: 

According to Lewis H. Haney, “Organisation is a harmonious adjustment of 

specialised parts for the accomplishment of some common purpose or purposes” 

Organisation means finding out the objectives, grouping the activities aimed at their 

achievement, assigning them for performance and coordinating them, are the 

features of an organisation. 

The study of organisation is important for the following reasons. 

1. Organisation pervade all the important phases of human life. 

2. A man is born in organisation (hospitals and clinics). 

3. He is educated in an organisation (Schools, Colleges and universities). 

4. He works in an organisation (office, factories and business). 

5. Knowledge of organisation helps the manager to work effectively. 

          6. Organisation satisfies and sometimes frustrates, if it is not well organised. 
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4. What is a partnership Deed? What are its contents? 

Partnership Deed Meaning: 

A partnership Deed is a written agreement containing all the 

terms and conditions of partnership. 

The partnership agreement is also known as Partnership Deed or 

Articles of Partnership. 

Contents: 

1. Name of the firm 

2. Date of agreement and principal place of business. 

3. Names and addresses of all partners. 

4. Duration of partnership. 

5. Profit sharing ratio. 

6. Amount of capital contributed by each partner. 

7. Amount of withdrawal of each partner. 

8. Interest on capital and interest on drawings. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

www.Padasalai.Net                                                  www.TrbTnpsc.com

http://www.trbtnpsc.com/2013/07/latest-12th-study-materials-2013.html

www.P
ad

as
ala

i.N
et



 

A.R.C. BOSE, M.Com.,M.Phil.,B.Ed.,PGDCA 

PANNAI MATRIC. HR. SEC. SCHOOL, Dindigul-5  Page 5 
 

5. Explain the position of minor in the partnership Firm. 

Minor Meaning: 

A minor is a person who has not completed 18 years of age. A minor 

cannot become a partner. He can be admitted into the benefits of 

partnership.  

I. Position before attaining majority 

1. He can share the property and profits of the firm 

2. He can inspect and take copy of the accounts of the firm. 

3. His liability is confined only to the extent of his share in the profits 

and property of the firm.  

II. Position after attaining majority 

1. On attaining majority the minor partner has to decide with six months 

by giving notice whether he shall continue in the firm or not,  

2. otherwise he becomes liable to the firm from the date on admission 

 

6. Explain the Procedure for Registration of a Partnership Firm: 

Registration of a partnership firm in India is not compulsory. It is only 

optional. Partnership is register from Registrar of firms of the particular state 

as per Indian Partnership Act, 1932. 

Procedure for Registration: 

1. A partnership firm can be registered at any time by filing a statement in 

the prescribed form. 

2. The form should be duly signed by all the partners. 

3. It should be sent to the registrar of firms along with the prescribed fee. 

The statement should contain the following particulars. 

1. Name of the firm 

2. Principal place of its business 

3. Name and address of each partner 

4. Date of admission of each partner 
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5. Date of commencement of business of the firm 

6. Duration of the firm 
 

Certificate of registration: 

On receipt of the statements and the fees, the registrar makes an entry in 

the register of firms. A certificate is issued by the registrar which is known as 

certificate of Registration. 

 

7. What are the drawbacks of non-registration of partnership firm? 

1. An unregistered firm cannot file any case against its partners. 

2. An unregistered firm cannot enforce its claims against third parties for 

recovering a sum exceeding rupees one hundred. 

3. A partner of an unregistered firm cannot file any case against any other 

partners. 

4. The firm forfeits its rights in restricting the outsiders from using the 

trademarks and copyrights of the firm. 
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8. Explain the various kinds of partners. 

  
S.no Partners Explain 

1 Sleeping partner 

(or) 

Dormant Partner 

The partners who do not take active interest in the 

conduct of the business are called sleeping partners. 

 

2. Nominal (or) 

Ostensible Partner 

 He is a partner who neither contribute capital 

nor takes any part in the management of the 

firm. 

 His name to be used as partner in the business 

for increase the reputation. 

 They are not eligible for the share of profit. 

 He also liable to the creditors of the debts of 

the firm. 

3. Active Partner (or) 

Working Partner (or) 

Managing Partner 

 A partner who takes active part in the 

management of the firm is known as 

“Active Partner or General Partner” 

 His liability is unlimited.              

4. Minor partner : 

 

A minor is a person who has not completed 18 years 

of age where a guardian is appointed by court his age 

of majority extends to 21 years 

5 Sub - Partner When a partner makes an arrangement with a partner 

to share his profit he is known as sub-partner. 
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9. What is Memorandum of Association? What are its contents?  

 Meaning:  

 Memorandum of Association is a document define the scope of a 

company’s Activities. 

 It contains “ the fundamental conditions upon which alone the 

company is allowed to be incorporated. 

Contents of the Memorandum: 

1. Name clause 

2. Situation clause 

3. Objects clause 

4. Liability clause 

5. Capital Clause : 

 

1. Name clause : 

In this clause the name of a company is mentioned. If it is a Public 

Limited Company it should end with the word 'limited'. If it is a private limited 

company it should end with the word 'Private Limited'.  

2. Situation Clause : 

The state in which a company has its registered office is  to 

be stated here.  

3.Objects Clause : 

It states the activities of the company.  It lays down the maximum 

permitted range of activities.  

4. Liability Clause : 

This clause states that the liability of members is limited. 

5. Capital Clause : 

The amount of share capital with which the company is to be registered 

and division into share of fixed must also be mentioned. 
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10. State briefly the contents of Articles of Association? 

It is another important document as it contains the rules and regulations 

for its internal functioning of the company. 

 

CONTENTS OF ARTICLES OF ASSOCIATION:  

1. The extent to which the regulations in Table A are to be excluded. 

2. Share capital, different classes of shares, rights attached etc. 

3. Allotment of shares, calls on shares. 

4. Procedure relating to forfeiture of shares and their re-issue. 

5. Issue of share certificates and share warrants. 

6. Rules regarding transfer of shares and transmission of shares. 

7. Conversion of shares into stock. 

8. Alteration of share capital. 

9. Qualification and remuneration of directors. 

10. Borrowing powers of directors. 

11. Appointment, qualifications, powers, duties, remuneration, etc of 

managing director, manager and secretary. 

12. Appointment of directors. 

13. Procedure for conducting different kinds of general meetings. 

14. Payment of dividends, creation of reserve, etc. 

15. Issue of redeemable preference shares, if any. 

16. Winding up. 
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11. What are the conditions for issuing shares at a discount ? 

1. When shares are issued at a price less than its face value, it is called 

issue of shares at a discount. 

2. When a share of face value of Rs.10 is issued for Rs.8, then Rs.2. is a 

discount. 

3. Face Value of the Share – Issue Price of the Share = Share Discount. 

 

Conditions for issuing shares at a discount: 

1. The shares to be issued must be a class already issued. 

2. It must be authorized by an ordinary resolution. 

3. It should be sanctioned by the Central Government. 

4. The maximum rate of discount is 10%. 

5. Shares at a discount must be issued within 2 months from the date of 

sanction by the Central Government 

 

12. Differentiate between Investors and Speculators. 

s. no Investors speculators 

1 Interested in safety of his investment Interested in earning profits 

quickly 

2. Seeks income from his investment Seeks profit from trading of 

securities 

3. Risk is low Risk is high 

4 Income is stable Profit is uncertain 

5 Commitment is for a long term Commitment is for a short term 

6 His income depends on the earning 
of the enterprise. 

The profit earned by him 

depends on the Fluctuating or 

Change in the market price of 

securities. 
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13. Explain the different kinds of speculators. 
s. 

no 

speculators Explain 

1 Bull 1. Expects rise in prices of securities. 

2. Optimistic speculator 
2. Bear 1. Expects fall in prices of securities. 

2. Pessimistic speculator. 
3. Stag 1. He is a cautious speculator. 

2. Expects to sell the securities at premium 

3. He is a premium hunter. 
4 Lame 

Duck 

1. A bear struggling to carry over the transaction. 

2. Not able to get securities in time. 

 

14. Explain how BOLT works, and Strengths of BOLT. 

BOLT-Meaning: 

 BOLT is the online trading system in use at the stock exchange, 

Mumbai since March 1995. 

 Brokers send their quotes, orders, negotiated deals and in house deals 

from their offices to the Central Trading Engine (CTE) from their 

broker’s workstation. 

Strength of BOLT:  

1. Reduces or eliminates operational inefficiencies inherent in manual 

systems. 

2. Increases the trading capacity of the stock exchange. 

3. Improves transparency, eliminates unmatched trades. 

4. No delay in reporting. 

5. Smooth market operations using the latest technology. 

6. Provides user information like scrip prices and indices. 

7. Provides analytical data to the stock exchange. 
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15. How are Directors appointed in a Public Limited Company? 

1. Appointment of Directors 

2. Appointment of directors by the company 

3. Appointment by Board of directors 

4. Appointment by third parties 

5. Appointment by central government  

1. Appointment of Directors: 

 First directors are usually named in the Articles. 

 If the Articles are silent, the signatories to the memorandum shall be 

deemed to be the first directors of the company. 

2.Appointment of directors by the company: 

 Subsequent directors are elected by shareholders at the Annual 

General Meetings. 

 If a company adopts the principle of retirement by rotation, one-third 

of the directors must retire by rotation. 

 The retiring directors are eligible for reappointment. 

3.Appointment by Board of directors: 

 The Board can appoint additional directors. 

 They can fill up casual vacancy caused by death, resignation, etc. 

They can also appoint alternate director. 

4. Appointment by third parties 

If authorized by the Articles, third parties such as vendor of the 

business, banking or financial institutions which have advanced loans to the 

companies, can appoint their nominees on the Board. 

5. Appointment by central government: 

The Central Government can also appoint directors on an order passed 

by the Company Law Board or on the application of not less than 100 

members of the company or of members holding 10% of the total voting 

power. 
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16. state the meaning of super market and explain its features. 

Meaning: 

 Super Market refers to a type of large scale retailing. 

 They are usually located only in cities and big towns. 

 In India the first supermarket was started in New Delhi 

 Super markets have a dominant provision section, with more varieties. 

 The prices are fixed. There is no bargaining. 

 Door delivery of goods is also given. Sales are made only for cash. 

Features: 

1. It is a form of large scale retailing 

2. There are wide variety of goods available 

3. The system of self - service is used 

4. No need for salesman in self - service session 

5. The layout is in the form of different departments 

6. Sales are on cash basis 

7. No adulteration is practiced. 

8. Scarce commodities are also supplied. 
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17. write the difference between Public and Private Sectors 
  

s. 

no 

Public sectors Private sectors 

1 Service motive Profit motive 

2. Unlimited resources Limited resources 

3. Checks concentration of economic 

power 

heads to concentration of 

Economic power 

4 Develops those sectors which are 

neglected by the private sector 

Develop those industries in which 

risk is less and returns is more 

5 Deserves nation wealth Exploitation of natural resources 

6 Brings balanced growth in backward 

area 

Do not establish industries in 

backward area 

7. Consumer welfare is protected Consumers are exploited 

8. Model employer Exploitation of employees 
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18. What are the demerits of co-operative societies. 

 1. Inefficient Management 

Members of a co-operative society do not generally possess the ability 

and experience to manage the business. 

  2.Limited capital 

The principle of "one man one vote" discourages the members to invest 

large amount. 

  3. Lack of motivation 

The employees do not have interest to work hard as they get low 

salaries. 

  4. Lack of co-operation 

Members do not have Unity among themselves. 

  5.  Lack of secrecy 

The business affairs of a co-operative society are openly discussed in the 

meetings. 

  6. No Credit facility 

Credit facilities are not usually offered to members. 
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19. Explain the features of a Government companies. 

Features of Government Company:  

1. Incorporation: 

Government companies just like other companies in private sector are 

registered and incorporated under the Companies Act 1956. 

2. Government Finance: 

Most of the share capital or at least 51% of the total share capital is 

held by the government. (Central or State or both) 

3. Participation of Public: 

Public can also subscribe to the share capital of these companies, if 

offered to them. 

4. Management: 

Government companies are managed by Board of Directors. The 

members of this Board are nominated by the government which holds the 

majority of the shares. 

5. Autonomy: 

It is an autonomous unit with full freedom of action in financial and 

administrative matters. 

6. Employees: 

The employees, except the officers deputed by the government, are not 

civil servants. 

7. Control: 

The government company is under the overall control and supervision 

of the Minister under whose Ministry it is attached. 

8. Auditor: 

The Auditor of a Government company is always appointed by the 

central Government. 

 

20. What are the features of a public corporation? 

www.Padasalai.Net                                                  www.TrbTnpsc.com

http://www.trbtnpsc.com/2013/07/latest-12th-study-materials-2013.html

www.P
ad

as
ala

i.N
et



 

A.R.C. BOSE, M.Com.,M.Phil.,B.Ed.,PGDCA 

PANNAI MATRIC. HR. SEC. SCHOOL, Dindigul-5  Page 17 
 

i. Separate Legal Entity 

A public corporation is established by a separate legislative Act 

passed by government (Central or State). 

ii. Perpetual Existence 

It has perpetual existence and common seal.  

iii. Government Investments 

These corporations are fully financed by the government.  

iv. Financial Autonomy 

For day-to-day finance requirements, these corporations are not 

dependent on the government.  

v. Management 

It is managed by a Board of Directors. Generally, the board is 

nominated by the government of the basis of their experience and skill. 

vi. Service Motive 

The motive of public corporations is to provide service to the 

public at a reasonable price. 

vii. Employees 

Its employees are not government servants. The public 

corporations recruit their own employees. 

viii. Power and Duties 

The power, duties and responsibility of public corporation are 

fixed by the special Act establishing it. 

ix. No Government Interference 

The government will not interfere in the day-to-day management 

of the corporation. They execute their independent policies. 

x. Freedom of Action 

There is freedom of action in financial management of public 

corporation. 

20 – MARKS IMPORTANT QUESTIONS 
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1. Explain the principle of  Organisation: 

Principle of 

organization 

  Explain the principle of organization  

1. Unity of Objective * The term objective means a goal to be achieved. 

* The objective of the organisation should clearly fixed. 

2. Division of Work * The total work should be divided that is 

'Departmentation'. 

* All the activities must be planned and dividing the work 

on specialisation. 

3. Span of Control * No executive in the organisation should be required to 

supervise more subordinates. 

* An executive effectively manage only for to supervise a 

reasonable number of subordinates. 

4. Scalar Principle * * Line of authority must proceed from the highest 

executive to the workers at the bottom level through 

downward flow. 

* This is known as 'Chain of Command'. 

5. Unity of 

Command* 

* Each person should receive orders form only one boss. 

* A person cannot serve under two masters. 

* Dual subordination should be avoided it creates disorder 

and confusion and leads to indiscipline. 

6. Functional 

Definition 

* The authority and responsibility of every individual 

should be clearly defined. 

* The relationship between different jobs should be 

clearly specified. 

7. Unity of Direction * There must be one head and one plan for a group of 

activities directing towards the same objectives. 

* This is necessary to ensure completion of tasks and co-
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ordination of activities. 

8. Co-Ordination * * The various activities of undertaking should be co-

ordinated to secure the desire results. 

*In Departmental store the Purchase department and Sales 

departments activities must be well coordinated to increase 

profit. 

9. The Principle of 

Responsibility 

* The superior should be held responsible for the acts of his 

subordinates. 

* He cannot escape from the responsibility. 

* He is accountable to his higher authorities.. 

10. Flexibility * The organisation should be flexible. 

* It should be adaptable to changing circumstances. 

11. Efficiency * Efficiency should be watchword of the organisation. 

* The organisation functions should be efficiently and 

accomplish its objective with the lowest possible cost. 

12. Simplicity * The organisation principles should be simple. 

* Too many levels of authority for complicate 

communication channels and by causing confusion and 

friction. 

 

 

 

 

 

 

 

 

 

2. What are the various types of business organization? 
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Types of Business Organisation 

I. Individualistic Institutions II. Government Institutions 

1. Sole Trader 1. Departmental Undertaking 

2. Joint Hindu Family business 2. Public Corporation 

3. Partnership 3. Government Company 

4. Joint Stock Company 4. Board Organisation 

5. Co-operatives  

6. Multinational Companies  

 

1. Sole Trader: 

• Sole trader business is owned and controlled by a Single person. 

• It is the Oldest form of business organisation. 

• The liabilities of the sole trader is Unlimited. 

• No legal formalities is required to formation of Sole trader. 

• "All is he and he is all in all" is the principle of Sole trader. 

 

2. Joint Hindu Family Business: 

• This system is found only in India. 

• A Joint Hindu Family comprises of father, mother, sons, daughters, 

grandsons etc., 

• The head of the family is known as 'KAR TA'. 

• The members are called coparceners. 

• It is regulated by the provisions of Hindu Law. 
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3. Partnership: 

• Partnership is the relationship between two or more persons 

• The minimum number of partners is 2 and maximum is 10 in banking and 20 

in other business. 

• Partnership business is governed by Indian Partnership Act 1932. 

• In India the registration of partnership firm is not compulsory. It is only 

optional. 

• Partners sharing profit or loss in agreed ratio. 

 

4. Joint Stock Company: 

• A company is a artificial person created by law. 

• Registration is Compulsory as per Indian Companies Act 1956. 

• Classified into Private Limited and Public Limited Company 

• It is managed by Board of Directors elected by Share holders. 

• The liability of the share holders is limited. 

 

5. Co-operative Society: 

• It is a voluntary association of persons. 

• All the members are equal in cooperatives. 

• Registration is Compulsory as per Co-operatives Act. 

• It is managed by Board of Directors elected by members. 

• "One man one vote" principle is followed in Co-operatives. 

6. Multinational Company: 

• A Multinational Company is a company carrying on business in two or more 

countries. 

• A Multinational Corporation is also known as 'Global giant' or 

• 'World Enterprise' or 'International Enterprise' 

• Example: Union Carbide, IBM, Coco Cola Corporation, Philips 
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II. Government Enterprises: 

1. Departmental Enterprises: 

• It is one of the part of the Government 

• It is the oldest form of organisation of state enterprise. 

• Its administration is in the hands of Civil Servants. 

• It may be run either by central government or by the state government. 

• Example: Railway, Post, Telephone, Defence etc., 

2. Public Corporation: 

• A public corporation is created by a Special Act passed in the Parliament or 

State Legislature. 

• It is otherwise called "Statutory Company". 

• Service to the public is main aim of public corporation. 

• It is managed by Board of Directors appointed by Government. 

• Example: LIC, RBI, UTI etc., 

3. Government Company: 

• It is Registered under Indian Companies Act 1956. 

• Government company is which not less than 51% of the paid-up share 

capital is held by the Central Government or any other State Governments 

or both. 

• It is managed by Board of Directors appointed by Government. 

 Example: BHEL, SAIL, TANSI etc 

4. Board Organisation: 

• It is management by Independent Board nominated by a 

government. 

• It has its own rules and regulations. 

Example: Tamil Nadu Electricity Board, Tamil Nadu Housing Board etc., 
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3. What do you understand by Explain Multinational Corporation: 

Meaning: 

A Multinational Company is a company carrying on business in two or 

more countries. A Multinational Corporation is also known as ‘Global giant’ 

or ‘World Enterprise’ or ‘International Enterprise’. 

Definition: 

According to Neil H. Jocoby “A multinational corporation owns and 

manages business in two or more countries”. 

Features: 

1. A multinational company is operated in more than one country simultaneously. 

2. It is generally very large in size. 

3. Its purpose is to reduced transport costs and to make use of raw materials, labour, 

capital and market of foreign countries. 

4. There are 500 to 700 MNCs operating in the world today. 

5. USA have the largest share of foreign direct investment, followed by the U.K, 

Germany, Japan, Switzerland, France and Canada etc., 

6. According to Peter Drucker, there is a good feature for MNCs in the coming 

years. 

7. Govt. policy is also favourable towards multinationals. 

8. Inviting foreign capital, automatic clearance will help the MNC’s to grow and 

develop in India. 

Examples: 

s.no Multinational Company Country 

1. Unilever Limited British Company 

2. Union Carbide American Company 

3. International Business Machine (IBM) American Company 

4. Coco Cola Corporation American Company 

5. Philips Dutch Company 
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4. Explain the main characteristics of sole trading form of organisation 

 

 1. One-man Ownership and Control: 

• A sole trading business is owned by a single person. 

 2. Capital contribution: 

• In  sole trader ship, the capital is employed by the owner himself 

from his personal resources. 

 3. Unlimited Liability: 

• The liability of the sole trader is unlimited. 

 4. Enjoyment of Entire profit: 

• The sole trader is entitled to enjoy all profits and should bear the 

entire loss of the business.  

 5. No Separate Legal Entity: 

• Sole tradership is not governed by any special legislation 

• There is no separate legal entity for the Sole trading business. 

 6. No Special Act: 

• There is no Special Act for Sole trading business. 

 7. Registration: 

• A sole trader business registration is not necessary. 

 8. Duration: 

• The duration of the sole trading business is very short. 

• The life of the sole trader business depends upon the life of the sole 

trader. 

 9. Simplicity: 

• It is simple to start and simple to close a sole trader business. 

 10. Self Employment: 

 • A sole trader uses his own skill and also use his family members 

support for running the business. 
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 11. Small Capital 

• A sole trader business can be start with a small capital. 

• It is suitable for only small scale business. 

 12. Local Business: 

•  The sole trading business highly suitable for a particular place such 

as a street, a block or a village 

 

6. Discuss the merits and demerits of sole trading from of business 

 

MERITS DEMERITS 

1. Easy Formation 1. Limited Capital 

2. Direct Motivation 2. Limited Managerial Ability 

3. Flexibility 3. Unlimited Liability 

4. Retention of Business Secrets 4. Short Life 

5. Quick Decisions 5. Hasty Decisions 

6. Higher Reward 6. Lack of Specialization 

7. Effective control 7. Lack of Consultation 

8. Increase in Sales 8. Un economic size 

9. Smooth running of business 9. Uncertainty 

1 Inexpensive Management 10 Risk of Entire Loss. 

11. Higher Credit Rating   

12 Self-Employment   

13 Development of Personality   

    14. Equal Distribution of 

Economic wealth 

  

15. Better-co-ordination   

16. Easy dissolution   
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1. Easy Formation 

1. Sole proprietorship is the only form of organisation where no legal 

formalities is required.  

2. No agreement is required and registration of the firm is not essential. 

3. Anybody willing to start a sole-trading concern can do so immediately 

and without much legal formalities. 

2. Direct Motivation 

1. The entire profit of the business goes to the sole trader.  

2. Nobody can claim a share in the profit.  

3. It motivates him to expand his business activities. 

3. Flexibility 

1. It is a highly flexible type of organization.  

2. The proprietor can adapt and adjust the activities of the business to the 

changing trends and market conditions because the sole trader is the 

sole owner of his business. 

4. Retention of Business Secrets 

1. The maintenance of utmost secrecy is of vital importance for the 

success of a business.  

2. A sole trader can maintain business secrets. 

3.  Being the sole proprietor, he is not expected to share his trade secrets 

with anybody else.  

5. Quick Decision 

1. The sole proprietor is his own boss and need not consult others while 

making any decision.  

2. He exercises exclusive control over the affairs of the business. 

3. Therefore, he can take quick decision and implement them without any 

delay. 
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DEMERITS :- 

1. Limited capital 

1. The resources of a sole proprietor are limited.  

2. He depends only on his personal resources and his borrowing capacity. 

3. It is obvious that financial resources of a single person will be 

insufficient for business expansion.  

4. Limitation of finance is a major handicap for sole-trader business. 

Therefore, the size of the firm remains small. 

2. Limited Managerial Ability 

1. The managerial ability of a sole trader is limited because a person may 

not be an expert in each and every field of business such as purchasing, 

selling, accounting etc.  

2. The sole proprietor may not be able to use the service of experts for 

want of resources. The limited managerial capacity may hinder the 

growth of the business. 

3. Unlimited Liability 

1. The unlimited liability of a sole proprietor may affect his enthusiasm 

and restrict introducing novel ideas in business. 

4. Short Life 

1. Anything which affects the personal life of a soletrader affects his 

business also.  

2. Prolonged illness or death of the soletrader brings the affairs of his 

business to a stand- still.  

5. Hasty Decisions 

1. The chances of wrong decision making are quite high in a sole trader 

business. 

2. This because of the fact that the sole trader takes all the decisions of the 

business for himself without any assistance. 

3. This may lead to wrong decisions. 
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7. What are the circumstances under which a partnership firm is dissolved? 

I. Dissolution without the order of the Court (Sec. 40 to 43) 

1. Dissolution by Agreement (Sec.40) 

1. A partnership is created and dissolved by an agreement. 

2. A firm may be dissolved by an agreement with the consent of all partners. 

2. Compulsory dissolution (Sec 41) 

1. A firm is compulsorily dissolved if all the partners insolvency or they 

run unlawful business.  

2. Example: Smuggle. 

3. Dissolution on the happening of certain contingencies (Sec 42) 

1. Death of a partner. 

2. Expiry of the duration of partnership. 

3. Completion of the specific venture 

4. Dissolution by notice of partnership-at-will (Sec 43) 

1. Any partner by giving a notice in writing to all the other partners of his 

intention to dissolve the firm. 

2. Then it is dissolution by partnership-at-will. 

II. Dissolution through Court (Sec.44) 

1.Partner’s Insanity: 

If any partner becomes insane or lunatic the court may order dissolution. 

2.Permanent Incapacity: 

When a partner becomes permanently incapable of doing business the court 

may order dissolution. 

3.Breach of Agreement: 

If a partner persistently violates the agreement then the court may order dissolution. 

4.Misconduct of a Partner: 

If any partner is guilty of misconduct (misuse of money) then any partner can file a 

suit for dissolution of the firm. 
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5.Transfer of Share: 

When a partner transfers his share in the business to a third party without the 

consent of other partners, then the other partners can move the court for dissolution. 

6.Continuous Loss: 

When the business of the firm is continuous loss for every year, then the court may 

order for dissolution. 

7.Just and equitable grounds: 

1. When the court feels that it is just and equitable, it may order for dissolution 

of the firm. 

2. E.g., if A and B are partners but do not speak to each other, the court may 

order for dissolution. 

 

8. Explain the rights and duties of partners.  

Rights of partners 

1) Right to take part in the conduct and management of the business. 

2) Right to expression opinion. 

3) Right to the consulted. 

4) Right to be inspect and take copy of books of account and records of the 

firm. 

5) Rights to an equal share in the profits. 

6) Rights to receive interest on loans and advances. 

7) Right to indemnified for the expresses incurred. 

8) Right to use the assets of the firm for its business. 

9) No new partner can be admitted without the consent of their partners. 

10)Right to retire from 

the firm.  
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Duties of partners 

1) Act diligently and honestly in the discharge of his duties. 

2) Act in a loyal and faithful manner towards each other. 

3) Act within scope of the authority entrusted to him. 

4) To share the losses. 

5) Every partner must identify the firm against loss sustained due to his willful 

negligence. 

6) No partner can transfer his interest. 

7) Every partner must maintain and render true and correct accounts of the 

firm. 

8) No partner can engage himself in a business which is likely to compete with 

the firm. 

9) Every partner should use the firm's property only for the firm's business and 

interest. 
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9.bring out the distinction between a company and a partnership 

s.no  Partnership Joint stock company 

1. The Act Indian Partnership Act, 

1932 

Companies Act 1956 

2. Registration Optional Compulsory 

3. Number of 

members 

 

Minimum - 2 

Maximum – 

Banking Business 

- 10  

Non Banking - 20 

 

Private limited Company 

Minimum – 2, Maximum – 

50, Public Limited Company 

Minimum – 7, 

Maximum – Limitless.  

4. Liability Joint and Several Limited Liability 

5. Transfer of 

shares 

Cannot transfer In a Public Limited company 

shares are fully transferable. 

6. Stability Not stable Stable 

7. Procedural 

Complexities 

Procedures are simple 

 

Many legal formalities 

8. Financial 

Resources 

Capital contribution 

limited 

Mobilizing large resources. 

9. Audit Not compulsory Audit is essential. 

10. Dissolution Partnership can be 

mutually dissolved at any 

time. 

Legal formalities for winding 

up are many 
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10. Distinguish between shares and debentures. 

s.no Basis of 

difference 

Shares debentures 

1. rights Share holder is a real owner 

of the company 

Debenture holder is only a 

creditor of the company 

2. Payment of 

profit 

Dividend is paid from the 

profit only 

Interest is payable at stated 

intervals regards of profit 

or loss 

3. Level of profit The rate of dividend is 

changeable 

A fixed rate of interest is 

payable. 

4. Approval Need Board approval for 

paying dividend 

The question of getting 

approval does not arise. 

5. Payment of 

returns 

Dividend is an appropriation 

of profit 

Interest is a charge on the 

profit. 

6. Liability Limited There is no such limited 

7. Issue of discount Issued at discount only under 

certain conditions 

There is no restriction 

8. Charge on 

assets 

Share have no charge on the 

assets of the company 

Debentures are generally 

secured  

9. Return of 

capital 

 Shares are non-payable Debentures are redeemable 

10 Participation in 

meeting 

Shareholders can participate 

in the company meeting and 

to vote. 

Debentures holder are not 

entitled to attend meeting.  
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11.Explain important features of co-operative organization. 

1) Voluntary organization : 

A co-operative society is a voluntary association of persons. A person can 

join a co-operative society whenever he likes and leaves it whenever he 

wants. 

2) Equality : 

In a co-operative society all persons are equal. Its members have equal 

rights and more capital does not provide more rights to an individual. 

3) Democratic Management : 

Co-operative societies are managed on democratic lines. Every member has 

only one vote irrespective of the number of shares held by him. 

4) Spirit of service : 

The objective of co-operative organsiation is that the service is primary and 

profit is secondary. 

5) Plural Membership : 

A minimum of 25 persons are required to form a co-opeartive society. 

There is no limit on the maximum membership. 

6) Finance : 

The capital of co-operative society is divided into many shares of equal 

value. A person becomes a member by purchasing its shares. 

7) Local membership : 

Generally, in any co-opeartive society people from the particular locality 

become members. This is because only people in a particular locality can 

have a common economic problem. 

8) Mutual Help : 

The main principle of co-operative organisation is the mutual help. Every 

member of the society is expected to help himself and also help every other 

member. 
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9) Statutory Audit : 

The Government inspects the activities and the accounts through co-

operative audit department. 

10) Cash Trading : 

Credit transactions are not permitted in the societies. The entire trading is 

carried on cash basis. 

 

12. Discuss the function and duties of a company secretary ? 

Functions of Company Secretary: 

1. Head of the Secretariat Department:  

 controls and supervises 

2. Principal Officer:  

 Signs document  

 acts as authorized by board 

3. Arranging Meetings:  

 Board meeting, Consulting Chairman of Board and Date, Place, Time 

 Agenda. - Notice of the meeting 

4. Provisions of the Companies Act:  

 The Scope of Memorandum and Articles of Associations mentioned the 

Actions of the Secretary. 

5. Functions to Shareholders:  

 Best interest  

 Legal formalities connected with general meeting  

 Records minute in the Minutes Book  

 Queries of Shareholder and others to answering. 

6. Relating to Shares:  

 Issue Allotment letters  

 Share certificates  
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 Dividend Warrants  

  Share Transfers 

 Forfeiture of Shares 

7. Liaison Officer:  

 Staff and Directors  

 Management and Labors  

 Other persons dealing with Company (Communicate and Coordinator) 

8. Chief Officer:  

 Close connect with Board - co-ordinate the work of Different Departments. 

 

I. General Duties: 

1. Discharge his Duties Diligently and Honestly - Not beyond the scope of 

his Authorities. 

2. Maintain Secrecy of Confidential matters. 

II. Statutory Duties: 

1. To Sign any document requiring authentication. 

2. To arrange for filing statement of Lieu of Prospectus. 

3. To deliver Share or Debenture Certificate within 3 months of allotment or 

within 2 months of Registration of transfer. 

4. To file notice of situation of the Registered office of the Company. 

5. To make a Statutory declaration getting the Certificate of commencement 

of business and file it with the Registrar. 

6. To sign Annual Return. 

7. To send notices of general meetings to every members. 

8. To prepare Minutes of all meetings. 

9. General and Board meetings or Meetings of every committee of the 

Board within 30 days. 

10. To maintain Number of Statutory books – Register of members – Register 

of Debenture holders etc. 
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13.Explain the objectives, features, functions and powers of SEBI 

I. SEBI 

 The SEBI was set up as an administrative body in April 1988.  

 It was given statutory status on 30.1.92 by promulgation of SEBI 

ordinance.  

 The ordinance is considered to be an Act of parliament. 

 

II. Objectives: 

 1.The basic purpose of establishing SEBI is to protect the interest of the 

investors in securities. 

 2.To promote, develop and regulate the securities market and deal with 

the matters connected therewith or incidental thereto.  

 

III. Features of SEBI 

1) The SEBI shall be a body corporate established under SEBI ACT, with 

perpetual succession and a common seal. 

2) The head office of the board shall be at Mumbai. SEBI can have branch 

offices at other places in India. 

3) The board shall consist of the following members. 

(i)A chairman 

(ii)Two members from amongst the officials of the Ministries of the 

Central Government dealing with finance and law. 

(iii) One member from amongst the officials of the Reserve Bank of 

India. 

(iv) Two other members 

Chairman and other members of the Board are appointed by the central 

Government. 
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4) The general superintendence, direction and management of the SEBI 

shall vest in the Board of members. Those members exercise all powers 

and do all acts and things which may be exercised by the Board (SEBI) 

5) Central Government shall have the power to remove a member or the 

chairman appointed to the Board 

6) Central government shall provide finance and also make appropriate 

grants to the Board. 

7) Central government has power to issue direction to the board on the 

policy matters and shall supersede the board in the event of default by 

the Board. 

IV. Functions 

To provide the development of, and to regulate the securities 

market SEBI undertakes the following function 

a. Regulating the business in stock exchanges. 

b. Registering and regulating the working of stock brokers, sub-brokers, 

issue bankers, underwriters and such other intermediaries who may be 

associated with securities markets in any manner. 

c. Registering and regulating the working of collective investment 

schemes including mutual funds. 

d. Promoting and regulating self-regulatory organisations. 

e. Prohibiting fraudulent and unfair trade practice relating to securities 

market. 

f. Promoting investor’s education and training of intermediaries of 

securities market. 

g. Prohibiting insider trading in securities. 

h. Regulating substantial acquisition of shares and take-over of companies 

i. Calling for information from, undertaking inspection, conducting 

inquires and audits of the stock exchanges 

Performing such functions as may be delegated to it by the central government. 
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14.Discuss the powers of directors and restrictions placed on them. 

 

 

 

 

A. General Powers 

 The Board of directors of a company is entitled to exercise all such 

powers and to do all such acts and things as the company is authorized to 

do. However the Board shall not do any act which is 

To be done by the company in general meeting. 

 

B. Statutory Powers 

 By means of resolutions passed at the Board meetings, the following 

powers can be exercised by the directors: 

i. To make calls 

ii. To issue debentures 

iii. To borrow money otherwise than on debentures 

iv. To invest the funds of the company 

v. To make loans 

 

C. Other Powers to be exercised at Board Meetings 

i. To fill up casual vacancy in the office of directors 

ii. To appoint additional directors, if authorized by the articles 

iii. To appoint an alternate director if authorized by the articles 

iv. To accord sanction to contracts in which any director or his relative 

is interested 

a. General powers 
b. Statutory powers 
c. Other powers to be exercised at the 

board meeting 
d. Restrictions on the powers of direction 
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v. To recommend a certain rate of dividend to be declared at the annual 

general meeting 

vi. To make investments in the companies in the same group 

vii. To appoint the first auditors of the company 

viii. To fill up the casual vacancy in the office of an auditor not caused 

by resignation. 

 

D. Restrictions on the powers of directors 

 The following powers cannot be exercised by the Board without the 

consent of the shareholders in the general meeting. 

i. To sell, lease or otherwise dispose of the whole or substantially the 

whole of the undertaking of the company. 

ii. To extend time for repayment of any debt due by a director. 

iii. To borrow money where the money to be borrowed together with 

that already borrowed is in excess of the aggregate of the paid up 

capital and free reserves. 

iv. To contribute to charitable funds in excess of the prescribed limit. 
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15.What are the benefits and limitations of stock exchanges? 

I. Benefits of stock exchanges to companies: 

a) A company whose shares are dealt in on a stock exchange enjoys great 

reputation in the capital market. 

b) The marketability of shares is ensured and in consequence, the company 

enjoys a wide market for its shares. 

c) Because of their shares listed on the stock exchange, the market value of 

shares of a company is likely to be higher in relation to earnings, 

dividends and property values. This helps the company in merger plans. 

II. Benefits to Investors: 

a) Stock exchange safeguards the interests of the investors. They are assured 

of a ready and continuous market for the securities held by them. The 

brokers can’t cheat the investors. 

b) It provides liquidity of investments by providing a continuous market in 

shares and debentures. 

c) Securities can be used as collateral security for loans. 

III. Benefits to the Community or Society: 

a) The stock exchange helps in the economic development by encouraging 

investors to invest their savings in securities of corporate sector. It 

encourages capital formation in the country. 

b) By encouraging marketability of securities, the stock exchange upholds the 

position of efficiently managed companies. 

c) It facilitates a well managed enterprise to raise further funds easily. 

d) It helps the Government to borrow from the public and thus enables it to 

undertake development projects of national importance. 

IV. Limitations of stock exchange: 

The important limitations of stock exchange are: 

a. There is lack of uniformity in organisation and control of stock exchanges. 
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b. There is no restriction in the membership of the stock exchanges. In India 

no stock exchange prescribes any minimum educational qualification for 

admission as a member. 

c. Many times, stock exchanges have failed to control unhealthy speculation. 

d. There is no proper regulation of listing of securities in the stock exchange. 

e. There is no margin requirement in the stock exchange as in the case of 

commodity exchange. 

f. More than one stock exchange is allowed to function in some cities or 

towns. 
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16. difference between joint stock company and Co-operative societies: 

Sl. 

No. 

Basis of 

Difference 

Joint Stock Company Co-operative Societies 

1. Meaning Association of an Artificial 

person created by Law. 

Object of Making Profit. 

Voluntary Association of the 

Weaker section or the people. 

Object of Rendering 

Services. 

2. Registration As per Indian Companies 

Act of 1956 

As per Co-operative Societies 

Act of a State Government 

3. Minimum 

Number of 

Members 

Private Limited - 2; Public 

Limited - 7. 

Minimum: 25 members 

As per the Taminadu co-

operative societies Act 1983. 

4. Maximum 

Number of 

Members 

Private Limited - 50 

(exclusive of Present and 

Past employee-members) 

Public Limited - Un limited 

or limitless 

Maximum: No limit or 

Unlimited members 

5. Local 

Membership 

Different Parts of the 

Country Different Countries 

of the World 

Members are Same Locality 

6. Object Profit - Primary motto Service - Primary motto 

7. Transfer of 

Shares 

Free Transferable in Public 

Limited Company 

Restricted 

Cannot Transfer of Shares 

8. Management Board of Directors elected 

by Shareholders 

Members entitled to 

participating in Management 

/Board of Directors 
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9. Right to 

Vote 

"one share one vote" 

principle 

"one man one vote" principle 

10. Repayment 

of share 

capital 

No-repayment during Life 

time of the company 

Surrender the shares - Get 

back the Share capital- 

Canceling the Membership 

11. Feeling of 

Self-interest 

Competition remain present "Each for all and all for each" 

-Guiding principle 

12. Importance Money is more important 

than Man 

Man is more important than 

Money 

13. Exploitation Capitalistic- Exploit the 

Public 

Protect the members from 

Exploiting 

14. Facilities No concession provide by 

Government 

Get concession like 

Exemption from Income tax, 

Stamp duties and 

Registration Fees. 

15. Value of 

Shares 

Sell shares at Par, at 

Premium or at Discount. 

Offered only at Par. 
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17. Difference between Private Limited Company and Public limited Company: 

 

Sl. 

No. 

Basis of 

Difference 

Private Limited Company Public Limited Company 

1. Number of 

Members 

Minimum - 2 

Maximum - 50 exclusively 

present and past employees 

Minimum -7 

Maximum - unlimited 

members 

2. Name End with the word "Private 

Limited " 

End with the word "Limited" 

3. Articles of 

Association 

Own- Articles of Association 

with the Registrar 

Own Articles or Model set of 

Articles - Table-A of the 

Companies Act 

4. Minimum 

Subscription 

Does not arise - Shares are 

not issue to public 

Minimum Subscription 

Specified in Prospectus - 90 % 

of Issued Shares 

5. Allotment of 

Shares 

Do not apply Minimum Subscription - 

alloting Existing shareholders 

first. 

6. Directors At least -2 directors 

Maximum one person 

(director) can act as 

unlimited companies Need 

not retire by rotation 

At least - 3 directors Maximum 

one person can act as 15 

companies at a time -as 

Director. Retire by rotation. 

7. Statutory 

Meeting 

Not necessary Must hold within 6 months -

commencement of business 

8. Qualification 

Shares 

Not Acquire - Qualification 

shares of Director 

Acquire Qualification shares of 

Director must. 

9. Quorum Minimum numbers - 2 Minimum numbers - 5 
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10. Managerial 

Remuneration 

No limit Overall remuneration not 

exceed -11% of the net profits. 

11. Written Consent No need for the list first 

directors 

Directors list - of written 

consent -with the Registrar of 

companies. 

12. Commencement 

of business 

Start business - Certificate of 

incorporation 

Start business - Received -

After the Certificate of 

Commencement of business. 

13. Issue of 

Prospectus 

Prohibited issue of 

Prospectus 

Can issue Prospectus to public. 

14. Transfer of 

Shares 

Restriction of Transfer of 

Shares 

Freely transferable 

15. Issue of 

subsequent 

shares 

Rights issue not arise First Existing share holders. 

16. Issue of shares 

and warrants 

Cannot issue Share warrants Can issue Share warrants 
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18. Explain clearly the important features of co-operative organization. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Voluntary Organization 

A co-operative society is a voluntary association of persons. Any 

person can join the society . There is no compulsion to become a member of a 

co-operative society . A person can join a co-operative society whenever he 

likes and leaves it when ever he wants. 

2. Equality 

In a co-operative society all persons are equal. Its members have equal 

rights and more capital does not provide more rights to an individual. 

3. Democratic Managements 

Co-operative societies are managed on democratic lines. Every member 

has only one vote irrespective of the number of shares held by him. The 

society is formed on the principle of democracy which means “ One vote for 

one member”. 

1. Voluntary Organization 

2. Equality 

3. Democratic Managements 

4. Combination of resources 

5. Concentrated Effort 

6. Spirit of service 

7. Plural Membership 

8. Legal Capacity 

9. Open Membership 

10. Finance 

11. Limited return on Capital 

12. Local Membership 

13. No Political Influence 
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4. Combination of resources 

In this organisation members pool their own resources. They use their 

resources in the interest of all members. 

5. Concentrated Effort 

In this organisation all individuals work together. The main principle of 

cooperation is that “ Each for all and all for each “. 

6. Spirit of service 

The objective of co-operative organisation is that the service is primary 

and profit is secondary. It strives to provide required services to the members. 

Provision of credit facility, construction of buildings, supply of seeds, 

fertilizers etc., are some of the services offered by the societies. 

7. Plural Membership 

It is an association of persons. A minimum of 25 persons are required to 

form a co-operative society. There is no limit on the maximum membership. 

8. Legal Capacity 

An individual must have the legal capacity to make any agreement. 

They are bound by the rules and regulations of the society. The members 

forming the cooperative society must have attained the age of majority. 

9. Open Membership 

Any man or woman having a common interest can join a society at any 

time. No discrimination is made on the basis of caste, creed or religion. Both 

the rich and the poor can join. Illiteracy is also not a bar to membership. 

10. Finance 

The capital of co-operative society is divided into many shares of equal 

value. The society also gets capital from its members. But the share value is 

fixed at low. A person becomes a member by purchasing its shares. 
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11. Limited return on Capital 

A co-operative society gives less importance to money power. A 

minimum of 9 % of the profits is to be distributed as dividends. This prevents 

rich people from dominating the society. 

12. Local Membership 

Generally, in any co-operative society people from the particular 

locality become members. This is because only people in a particular locality 

can have a common economic problem. They are also well known to each 

other. 

13. No Political Influence 

A politician can join a co-operative society as a member, but politics should not 

enter into its management. This makes a co- operative society, non – political. 
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19.. Write the merits and demerits of a co – operative society.  

i. Easy formation 

 It is easy and less costly to form a co-operative society.  

 Procedure for registration is very simple. 

ii. Unlimited membership 

 There is no restriction in respect of maximum number of members.  

 Every person is at liberty either to enter or to leave the organisation 

as and when he likes. 

iii. Democratic management 

 Management of a co-operative society is fully democratic.  

 Every member has an equal vote irrespective of his capital 

contribution.  

 The principle of ‘one man one vote’ is followed. There will be no 

domination by any group of persons. 

iv. Limited liability 

 The liability of the members of the society is restricted to the extent 

of their share capital. 

  So the private properties of the members cannot be touched in 

discharging the liabilities of the firm. 

v. Stability 

 After registration, a co-operative society becomes a separate legal 

entity. 

 The death, lunacy, or insolvency of a member does not affect its 

existence.  

 It enjoys continuity of operations. 

 

vi. Economy in management 

 Generally, the members themselves manage a co-operative society.  
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 The members of the managing committee offer honorary services to 

the society.  

 The publicity expenses are minimised. 

vii. Cheaper service 

 It offers better service at cheaper costs.  

 Service is the primary objective, while profit is secondary. 

viii. Tax concession 

 Income tax is not levied on the income of the co-operative 

enterprises. 

 It is exempted from payment of income tax, stamp duty, registration 

fee etc., 

ix. Social benefit 

 Co-operatives are non-competitive organizations. They promote 

personal liberty, social justice and mutual co-operation. 

x. Saving habit 

 It promotes saving habit, self-help and other moral values in the 

society. 

xi. State patronage 

 The objective of the government is to uplift the socially and 

economically backward groups.  

 To achieve this objective, liberal financial assistance is arranged to 

the weaker sections.  

 The patronage of the state is a boon to the co-operatives. 

 

xii. Eliminating middlemen 

 There are a number of traders between the producer and the 

consumer. Each one in the chain makes profit.  

 A co-operative society reduces the difference between the producer’s 

price and the consumer’s price. 
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xiii. Fall in prices 

 The essential goods are supplied to the members at cheaper rates.  

 Due to its impact, the price level in the market will come down. 

xiv. Employment 

 Trade and industry have flourished in the co-operative sector with the 

aid of the state.  

 They create employment avenues in the market.  

 For example, the government has established several sugars and 

spinning mills and provided jobs to the people. 

xv. Government help 

 Co-operatives are fully nurtured with the Government patronage from 

the time of its inception.  

 In India co-operatives are actively sponsored and supported by the 

state. 

 

DEMERITS 

 

i. Inefficient management 

 Members of a co-operative society do not generally possess the 

ability and experience to manage the business efficiently.  

 They do not take proper interest in the management. It cannot afford 

to employ persons with necessary ability, knowledge and experience. 

ii. Limited capital 

 A co-operative society is formed usually by people with limited 

means.  

 The principle of ‘one man one vote’ discourages the members to 

invest large amount. Therefore co-operative society often faces 

shortage of funds.  

 It is not able to mobilise adequate capital for large scale operation. 
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iii. Lack of motivation 

 Absence of profit motive and minimum 9% rate of dividend suppress 

the zeal and responsibility on the part of the management.  

 The employees also do not have interest to work hard as they get low 

salaries. 

iv. Lack of co-operation 

 Sometimes the members may not have unity among themselves. It 

might affect the business of co-operatives. 

v. Domination of vested members 

 Some members try to command society by virtue of their managerial 

interest and political power. They exploit the society as their own 

property. 

 

vi. Non-transferability of interest 

 The shares of a co-operative society are not transferable.  

 A member who wants to quit the society has to surrender his shares 

to the society to get his money back. 

vii. Lack of secrecy  

 The business affairs of a co-operative society are openly discussed in 

the meetings.  

 Every member is free to inspect the books and records of the society.  

 Therefore, it becomes difficult to keep the secrets of business. 

viii. Excessive government control 

 The day to day working of a co-operative society is bound by legal 

rules and regulations.  

 Reports have to be submitted to the Registrar of co-operative 

societies Time-consuming formalities restrict flexibility and 

initiative. 
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ix. No credit facility 

 Since credit facilities are not usually offered to members, they may 

not be interested in buying goods for cash. 

x. Political rivalries 

 Directors or members of the executive committee are not generally 

elected on the basis of their skill knowledge, experience and honesty. 

 

20.Explain the objectives of state enterprises. 

 

OBJECTIVES OF STATE ENTERPRISES 

State enterprises are established to implement economic policies of 

the government. The primary objective of the state enterprises is to serve the 

people and help in creating an environment for industrial activity. Main 

objectives of state enterprises are as follows: 

i. Helping all-round Industrialisation 

 Private entrepreneurs will invest only in those industries where profit 

earning chances are more.  

 They will not invest in an undertaking where profits are low 

irrespective of its utility for people.  

 State enterprises are necessary for those lines where private sector is 

hesitant to invest.  

 It helps in all-round industrialization of the country. 

ii. Developing Basic Industries 

 Certain basic industries like iron and steel, chemicals are the most 

essential for economic growth.  

 They must be developed only as state managed units. 

iii. Establishing Enterprises Requiring Heavy Investment 

 Some undertakings need heavy investment and the gestation period 

may also be longer. 
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  Private industrialists cannot afford to make such huge investments.  

 In case of railways, ship-building, energy producing concerns, etc 

very huge investments is required which is beyond the means of 

private investors.  

 Hence, government enters these fields and establish its own 

undertakings. 

iv. To Provide Necessities 

 Government undertakes to provide various necessities like electricity, 

water, coal, gas, transport, communication facilities to the people.  

 The aim is to provide these basic facilities at cheap rates.  

 Private sector cannot be relied upon to provide these services. 

Moreover, there are chances of public exploitation in these services.  

 So public utilities are provided by government undertakings. 

v. To run Monopoly Sectors 

 Some industries are to be developed only in public sector. The 

industries like defence, nuclear energy etc. cannot be left in the 

private sector.  

 If defence industries are owned by private individuals / firm, in times 

of national emergency, they may not co-operate with the state.  

 There is also the danger of defence secrets being given out to the 

enemy. So for the security of the country, defence Industries are 

always owned and managed by the state. 

vi. For Balanced Economic Growth 

 The aim of industrialisation is to develop all industries, essential for 

the country. Also, various regions of the country should be equally 

developed.  

 Private sector may not establish industries in certain regions, where 

they do not find opportunities to earn more profit.  

www.Padasalai.Net                                                  www.TrbTnpsc.com

http://www.trbtnpsc.com/2013/07/latest-12th-study-materials-2013.html

www.P
ad

as
ala

i.N
et



 

A.R.C. BOSE, M.Com.,M.Phil.,B.Ed.,PGDCA 

PANNAI MATRIC. HR. SEC. SCHOOL, Dindigul-5  Page 55 
 

 They cannot be compelled to start their undertakings in backward 

regions.  

 So government can start industries in backward areas. 

vii. For Exploitation of Natural Resources 

 Private sector will not like to risk capital in exploitation of natural 

resources.  

 Oil and natural Gas commission in India spends huge amount for 

finding out new sources of oil and gas.  

 A private sector unit cannot spend such amounts on exploratory 

stages. 

 

viii. Preventing Concentration of Economic Power 

 If private sector is given a free hand, industrialization will lead to 

exploitation of consumers.  

 It will ultimately lead to concentration of economic power in fewer 

hands.  

 The existence of state/public sector will be a check on private sector. 

ix. Making for full Employment 

 Fullest employment is possible only under socialised production.  

 No country has solved its ‘unemployment problem’ where the private 

sector is in full swing. 

  The State, by proper centralised planning of industrial development, 

can aim at not only full employment of labour but also employment 

of all other available resources. 

 

 

x. To increase Government Resources 

 Some of the state enterprises are run on commercial lines.  

 The profit earned by such enterprises goes to the exchequer.  
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 Thus, it augments the resources of the Government which is 

ultimately directed for the development of the economic schemes of 

national importance and spent on social welfare schemes like 

education, medical help, housing, road building, etc.,  

 The welfare schemes will improve the economic conditions of all 

the people, especially the poor people. 

xi. For Establishing Socialistic Pattern of Society 

 Under socialistic pattern of society, the gap between rich and the poor 

is reduced and the means of production are controlled by the State.  

 In capitalistic society the poor becomes poorer and the rich becomes 

richer.  

 The establishment of a strong public sector is essential for the equal 

distribution of wealth. 

 

21. Discuss the features, merits and demerits of the Departmental 

organisations. 

 

Features 

i. Departmental undertakings are wholly dependent on government for 

finance. 

ii. The management of the enterprises is in the hands of the government. The 

enterprises are managed and controlled by the civil servants of a 

government department with a minister at the top. He is responsible to 

answer to the parliament for the operations of the undertaking. 

iii. The downward delegation of authority is effected from the top executive 

to every part of the organization i.e it represents the line authority 

relationship between the executives at various levels. 
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iv.  It is financed through annual budget appropriations made by the 

legislature. State treasury provides finances and surplus money (profits) is 

deposited in the treasury. 

v. The affairs of the business are subjected to strict government budgeting, 

accounting and auditing. The accounting and audit control, applicable to 

other government departments are applicable to state enterprises also. 

vi. The departmental undertakings enjoy legal immunity i.e., it is part of the 

government. So, no legal action can be taken against it without the 

permission of the Government. 

Merits 

1) Complete Government Control 

 The control over the enterprise is direct and absolute.  

 These undertakings are associated with one of the government 

department through which, government can regulate the working of 

these units in a proper way. 

2) Management 

 The Civil Servants manage departmental organisations.  

 These government officials will work sincerely and efficiently for the 

success of the unit. 

3) Source of income for Government 

 These enterprises are run on commercial lines.  

 The revenues of these enterprises directly go to the government for 

initiating other social and development activities. 

4) Helps in implementing Government Policies 

 Government policies and programmes are better implemented by these 

enterprises under direct government control. 

5) Proper use of Funds 

 Since these undertakings are subject to strict control, chances of misuse 

of funds are remote. 
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6) Secrecy 

 Strategic industries like defence and atomic power cannot be better 

managed other than government departments.  

 Department undertakings can maintain secrecy in their working. 

7) Useful for Specific industries 

 Departmental form of organisation is necessary for public utility 

services.  

 The motive of these industries is not to earn profits but to provide 

services at cheap rates.  

 Therefore, Post, Telegraph, Railways are in the form of government 

departments. Also, these are suitable for enterprises with long gestation 

period. 

8) Legislative Control 

 These undertakings are under the control of legislatures or they are 

accountable to Parliament through the Minister.  

 Legislative control acts as a check on functions of these undertakings. 

    Demerits 

This type of organization is severely criticized by many, because of the 

several defects in it. They are: 

1) Excessive Government interference 

 There is an excessive government interference and control in 

department organisation.  

 These undertakings are not given freedom to decide their own policies.  

 Centralised control leads to delay in action.  

 Red-tapism and bureaucracy have become the limiting features of these 

organisations. 

2) Shortage of Competent Staff 

 Civil Servants are given control of these undertakings who may not 

have business outlook or commercial experience.  
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 So, they run the undertaking in the their own fashion without 

considering the sovereignty of the consumers. 

3) Centralisation of Powers 

 All policies are decided at ministerial level ignoring business 

consideration.  

 Since a Ministry is responsible for full control over the departmental 

organisations, there may not be continuity in policy. 

4) Delay and Red-tapism 

 There is too much of procedures which results in delay. 

 Commercial organisation cannot afford delay in taking decisions. 

5) Inefficiency 

 There is no competition to this business.  

 Hence there is no economic compulsion to improve efficiency.  

 Also, efficiency standards are not set for these undertakings.  

 Losses in departmental undertaking are not taken seriously because they 

are run as government departments. 

6) Political Changes 

 Since a ministry has control over the department, there may be no 

continuity in policy i.e., the change in government involves shift in 

policies of departmental undertaking. 

7) Tax Burden to Public 

 Losses suffered by these undertakings will mean additional tax burden 

to the public.  

 Tax revenue can only make up such losses. 
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