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1. Define organisation  

According to Lewis H. Haney “organisation is a harmonious adjustment of specialised parts for the 

accomplishment of some common purpose or purpose”. 

2. What is Scalar principle 

 Scalar principal is one of the principle of organisation 

 The line authority must proceed from the highest from executive to work at the bottom level through a 

download flow. 

 This is known as chain commend  

3. What do you mean co-ordination  

 The various activities of undertaking should be co-ordinated to secure the desired results. 

 The purchase department and sales department activities must be well coordinated to increase profit 

4. Who is KARTA  

 The head of the family is known as ‘KARTA’. 

 They do the business under the control of the head of the family. 

5. What is public corporation  

 This is established under a specific statute passed in the parliament. It is known as a statutory 

corporation 

 It is created by a statute. 

 It is an autonomous body fully financed by the government 

6. State the meaning of board organisation  

 In this organisation management is carried on by government nominated independent board. 

 It has its own rules and regulation  

 Example. Tamil Nadu Electricity Board, Tamil Nadu Housing Board, TamilNadu Water and Drainage 

Board. 

7. Give five examples of multinational companies. 

 Unilever Limited   - British company 

 Union Carbide       - American company 

 International Business Machine (IBM)    -  American company 

 Philips    -   Dutch Company 

 Coca Cola Corporation  - American company 

8. State the various kinds of non-corporate enterprises  

 Sole proprietorship  

 Partnership  

 Joint Hindu family business  

9. What is sole proprietorship business  

 An individual invest the entire capital , uses his own skill and solely responsible 

 It is known as individual proprietorship or one man business  

10. Define sole trader  

 Dr.O.R.Krishnaswami has defined the sole trader form of organisation as “a business carried on by a 

single person exclusively by and for himself”.  

11. What is unlimited liability  

 The liability of Sole proprietorship is unlimited is called unlimited liability  

 The creditors have the right to recover their dues even from the personal property of the proprietor in 

case the business assets are not sufficient to pay their debts 

12. Define partnership  

 According to the Section 4 of Indian Partnership Act of 1932, partnership is “ the relation between persons 

who have agreed to share the profits of a business carried on by all or any of them acting for all”. 

13. Minimum and maximum number of members in the partnership firm  

 Minimum members two 

 Maximum members 10 in case of banking business and 20 members in case of Non banking 

Business 
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14. What is the relationship that exits among partner  

 There must be agent and principal relationship between the partners. 

 Every partner is a proprietor as well as an agent of the firm. 

 The partnership described as an extension of the ‘Principle of Agency’. 

15. Dormant partner  

 The partners who merely contribute capital and do not take active interest in the conduct of the business 

of the firm 

 It is also called sleeping or dormant or financing partners 

16. Limited liability  

 A partnership in which the liability of the partner is limited is called limited partnership. 

 The Law does not permit the formation of a limited partnership in India.  

 But in Europe and U.S.A. limited partnership is allowed. 

17. What is partnership deed 

 A partnership firm can be formed through an agreement among two or more persons 

 In India this agreement may be oral or in writing. 

  But it is desirable to have it in writing to avoid any misunderstanding among the partners in future. 

18. Define implied authority  

 An implied authority is a right vested with a partner to be used in emergency situations to protect the 

interest of the firm. 

 The authority of a partner to bind the firm is called “ implied authority” . 

19. What is joint and several liability  

 The liability of partners is joint and several. 

 The creditors of partnership firm can claim their dues from the private assets of all the partners taken 

together 

 It is called joint and several liability 

20. Who is minor? Can a minor become a partner  

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

 Legally, a minor cannot become a partner because he is not capable of entering into a contract 

 partnership with the consent of all partners can be admit minor partner  

21. Bring out the difference between dissolution of partnership and dissolution of partnership firm. 

Dissolution of partnership Dissolution of partnership firm. 

Only one or more of the partners 

terminate their connections 

All the partners terminate their 

connections 

It may or may not bring the business of 

the firm to an end 

It brings the business of the firm to an 

end 

22. Types of partnership firm  

 General or unlimited partnership  

 Partnership – at – will  

 Particular partnership  

 Joint venture  

 Limited liability  

23. Define a private  limited company  

 Minimum paid up capital Rs. 100000 

 Restricts the rights to transfer the shares  

 Minimum numbers of members 2 and Maximum number of members 50   

 End of the company name must be add the words “private limited” 

24. What is guarantee Company? 

 In a company limited by guarantee the liability of a shareholder is limited 

 The amount he has voluntarily undertaken to contribute to meet any deficiency at the time of winding up 

 Member’s liability is limited 
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25. what do you mean government company  

 Government company is one in which not less the 51% of paid up capital held by 

 Central government or one or more state government  

 Or partly by Central government or partly by one or more state government  

 Examples .Bharat Heavy Electrical limited, Steel Authority of India limited 

26. For what reason are shares forfeited  

 Non payment of call due 

 If the Shareholders fails to pay such call money  

27. What is the consequences of not receiving minimum subscription  

 No allotment made  

 If not receiving minimum subscription, the application money must be refunded 

28. Define debentures  

 Document issued by a company acknowledging a debt due 

 It also provide for payment of interest at a fixed rate  

29. What is share premium  

 A company can issue share at a premium  

 The issue price can be higher than the face value  

 Share of face value Rs. 10 , issue price at Rs. 12.premium amount 2  

30. What do you mean by issue of shares at discount  

 Issue price is less than its face value  

 Share of face  value Rs. 10, issue price Rs. 8 .discount amount 2 

31. What do you mean Foreign company  

 Incorporated outside India but having a place business in India 

32. Mentions the methods in which the directors are appointed  

 Appointment of Director by the company  

 Appointment by the board of director  

 Appointment by the third parties 

 Appointment by the central government  

33. What is statutory meeting? 

 First meeting of the shareholders of public limited company is known as statutory meeting 

 This is held only once in the life time of company  

34. Who can convene extraordinary general meeting 

 The board of director on its own  

 On the requisition of the member  

 By the company law board  

35. What do you mean quorum 

 Quorum means minimum number of members  

 Two members for a private company five members for public company  

36. Who is proxy  

 A person who is authorised by a member for the purpose of attending a meeting  

 The instrument by which the proxy is authorised 

37. What is agenda  

 The list of business to be transacted at the meeting  

 It is prepared by the secretary in consulted with a chairman  

38. What usual business is done at an annual general meeting  

 Adoption of annual accounts and the reports  

 Declaration of divided  

 Appointment of director   

 Appointment auditor and fixed remuneration of them  

39. What is security  

 Certificate or document indicate ownership interest (shares), or creditor ship interest (debenture) 
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40. How can we classify securities market  

 Primary market  

 Secondary market 

41. What do you mean Public issue  

 Direct issue of securities to the public for fixed price  

 No intermediaries involved 

42. What is underwriter  

 Give a guarantee to the companies  

 They guarantee the shares offered to the public  

43. What is secondary market  

 Securities issued in the primary market  

 Secondary market depending upon primary market  

44. What is difference between speculation and gambling  

Speculation  Gambling  

It based on knowledge and foresight  It based on chance of event happening  

lawful business  Illegal business  

Performs economic function  No benefit to the economic 

45. What is SEBI 

 Securities exchange board of India 

 It was set up in April, 1988 

 Statutory status on 30.1.1992 

 It controlled by independent agency  

46. What is BOLT 

 Bombay Online Trading System  

 Use at the Mumbai  

 Few stock trading system in the world 

47. Define co-operative  

 According to Sir Horace Plunkett “ Co-operation is self-help rendered effective by organisation. It is 

better farming, better business, better living”. 

48. Who are Rochdale pioneers  

 ROBERT OWEN started the first ever co-operative movement in the year 1844 with 28 members called 

as ROCH DALE society of equitable pioneers. 

49. What is mean by one man- one vote 

 Co- operative society are managed on democratic line 

 Every members only one vote irrespective of number of share held by him  

 This principle is followed  Co- operative society 

50. What are the aims of credit Co- operative society 

 Giving short term finance to its member 

 Protects members from the money lender 

51. Give examples of Co- operative super market in Tamil Nadu  

 Kamadhenu Super Market in Chennai.  

 Chinthamani Super Market in Trichy and Coimbatore.  

 Karpagam Super Market in Vellore and Villupuram districts,  

 Ponni co-operative Super Market in Salem  

52. What are the aims of co- operative societies  

 Service to weaker sections 

 Service is primary market  

53. What is patronage dividend 

 The profit of co- operative societies is distributed to the members in proportion of purchase made by 

Them  
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54. Define supermarket  

 M.M.Zimmerman defined super market as “ A departmentalized retail establishment having four basic 

departments i.e., self-service grocery, meat, and dairy products, plus other house hold departments, and 

doing a maximum business. It may lease departments on a concession basis” . 

55. What was the role of government in the past  

 Maintenance of law and order  

56. What necessitated Governments to intervene in industrial sector? 

 All round growth of industries  

 Safeguard the interests of the general public 

57. How can we establish state enterprises  

 By Starting a new unit  

 By taking over an existing industrial or commercial unit owned by private persons 

58. What is Nationalisation  

 The government is taking over an existing industrial or commercial unit owned by private persons 

PARAGRAPH QUESTIONS WITH ANSWERS 

1. Write short note on joint Hindu family 

 India is unique in the system of Joint Hindu Families. A Joint Hindu Family comprises of father, mother, 

sons, daughters, grandsons and granddaughters. 

 The head of the family is known as ‘KARTA’. 

 They hold the property jointly. 

 These families have been engaged in occupations like agriculture ,handicrafts, small industries etc. 

 According to ‘mitakshara’ Law only the male members in the family get the right of inheritance by birth. 

 According to Dayabhaga Law, the right of property devolves on the coparceners by succession and not 

by birth. 

2. Explain any two individualistic institutions 

 Sole Trading concern: 

 Any business unit which is owned and controlled by a single individual is known as a sole 

trading concern. 

 The person who manages it, is called a sole trader. 

 It is also named sole proprietorship business or single entrepreneurship or individual 

proprietorship 

 He may use his own savings for carrying on the business. 

 Partnership  

 The partnership is formed an agreement between two or more persons. 

 The minimum number is two and the maximum number is 10 in banking and 20 in the case of 

nonbanking business. 

 Partnership should not carry on any unlawful or illegal business. 

3. On what reasons of study of organisation is importance 

 Organisation provides all the important phases of human life. 

 Man is born in organisation (hospitals and clinics).  

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

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

 Knowledge of organisation helps the manager to work effectively.  

  Organisation satisfies and sometimes frustrates, if it is not well organised. 

4. State the business which are most suitable for sole proprietorship  

 Where small amount of capital is required, e.g., Sweet shops, Bakery shops, Petty shops, etc,  

  Where quick decisions are very important, e.g., Share-brokers, Doctors, etc.  

 Where limited risk is involved, e.g., Automobile repair shops, Small retail stores, etc.  

  Where personal attention to individual tastes and fashions of customers is required, e.g.,  

 Beauty parlours, Tailoring shops, etc.  

 Where the demand is local, seasonal or temporary, e.g., Retail trade, Laundry, Fruit sellers, etc. 
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5. Explain the position of minor in the partnership firm  

 Position before attaining majority  

 He has a right to share the property and profits of the firm. 

 He has a right to have access to and inspect and take a copy of the accounts of the firm.  

 Position attaining majority 

 On attaining majority the minor partner has to decide within six months by giving notice 

whether he shall continue in the firm or not. 

 If he decides to continue as partner, he becomes liable to the firm from the date, on which he 

was admitted as minor partner 

6. Explain the procedures of registration of partnership firm  

 Name of the firm  

 Principal place of its business  

  Name and address of each partner  

 Date of admission of each partner  

 Date of commencement of business of the firm  

 Duration of the firm 

 On receipt of the statement 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 draw backs of non registration of partnership firm  

 A partner of an unregistered firm cannot file any case against the firm or against any other partner 

 An un-registered firm cannot file any suit against third parties in any civil court for recovering the 

money due 

 Any third party can take legal action against the business or the partners. 

8. What are the contents of partnership deed 

 Name of the firm.  

 Date of agreement and principal place of business.  

 Names and addresses of all the partners. 

 Nature of business proposed to be carried on by the firm.  

 Duration of the partnership, if any.  

 Amount of capital contributed by each partner.  

 Amount of withdrawal of each partner.  

 Profit sharing ratio.  

 Salary payable to active partner or partners.  

 Interest on capital and interest on drawings. 

9. Describe the various kinds of partners  

 Active partner  

 A partner who takes active part in the management known as active or working or managing or 

general partner. His liability is unlimited 

 Dormant or sleeping partner  

 The partners who merely contribute capital and do not take active interest in the conduct of 

the business of the firm are called sleeping or dormant or financing partners 

 Nominal or ostensible partner  

 He is a partner who neither contributes capital nor takes any part in the management of the firm. 

He lends his name to be used as partner in the business 

 Partner in profit only  

 Partner by estoppel 

 Partner by holding out  

 Sub partner  

 Minor partner  
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10. Briefly explain the features of the company form of organisation   

 Separate legal entity  

 A company is a person created by law. It means that it comes into existence only by complying 

with all formalities prescribed under the Companies Act, 1956. 

 Perpetual Succession- Continuity of Life 

 “Members may come and go but the company can go on forever” (lord Gower) 

 Common Seal 

 Though the separate personality of the company is legally recognised, it needs human agency to 

act. 

 Obviously it cannot sign 

 Limited Liability 

 Easy Transferability of Shares 

11. What do you understand holding and subsidiary companies  

 If it can appoint or remove all or majority of the directors of the latter company or  

 If it holds more than 50% of the equity share capital of the latter or  

 If it can exercise more than 50% of the total voting power of the latter. 

 Example: H ltd., holds more than 50% of shares capitals of S ltd. H ltd., is called holding  company 

and, S ltd is called subsidiary company 

12. What is memorandum of association what is content  

 It is defined the  activities  of the company  

 The fundamental conditions allowed to be company incorporated  

 Outlined in its memorandum is ultra virus (beyond the powers) the company  

 Contents of memorandum  

 Name clause  

 Situation clause  

 Objective clause  

13. State briefly the content of articles of association  

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

 Share capital, different classes of shares, rights attached thereto, etc 

 Allotment of shares, calls on shares 

 Alteration of share capital. 

 Rules regarding use of common seal of company 

 Borrowing powers of directors. 

 Payment of dividends 

 Issue of redeemable preference shares, 

 Winding up. 

14. Explain the Positions of a director in a company  

 Directors as agents 

 The directors enter into contract with third parties, sign documents for and on behalf of the 

company etc 

 They act as the agent of the company 

 Directors as Trustees 

 They are in the position of trustees, when they manage the assets and properties of the company. 

 safeguard the interest of the company 

 Directors as Officers 

 Directors act as officers of the company  

 They are in the position of Chief Executive Officers.(CEO) 
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15. state the difference between managing director and manager  

Managing director                          Manager 

Must be a director  Not be a director  

Have more than one manager  Cannot have more than one director  

The powers not wider Than the manager  The power wider than the managing director 

Maximum remuneration payable cannot 

exceed 10% of the annual net profit   

Maximum remuneration payable   cannot 

exceed 5% of the annual net profit   

16. Enumerate the contents of the statutory reports  

 Details of shares issued for cash and those issued for consideration other than cash 

 Total amount of cash received on account of shares and other sources 

 An account or an estimate of the preliminary expenses 

 Particulars of commission or brokerage paid or to be paid to directors on issue of shares or debentures 

 Particulars about directors, managing directors, manager and secretary  

 Particulars of calls due from directors, managing director, etc 

17. Describe securities market  

 Securities market refers to both the place and the persons who deal with securities 

 It includes buyers and sellers of securities and agencies 

 It help in the buying and selling of securities of companies and government. 

 PRIMARY MARKET (New issues market) 

 Primary market’ denotes the market for new issues. It has no physical existence 

 It is concerned with the floatation and issue of new shares and debentures by new or existing 

companies. 

 The shares are offered to the public. 

 It helps companies raising finance from the public 

 SECONDARY MARKET  

 The secondary market refers to the market where the securities issued in the primary market are 

traded. 

 The secondary market depends on the primary market 

 In India, the secondary market includes 21 regional stock exchanges 

18. Differentiate between investors and speculation  

S.no Investors speculation 

1 safety of his investor  Appreciation of capital and earning profit 

quickly 

2 Seeks income from  investment  Seek profit from sale and purchase of 

securities  

3 Holding long period Try to sell the securities quickly  

4 Risk is low Risk is high  

5 Stable income Earning of profit is uncertain  

19. Explain the different Kinds of speculators  

  Bull   

 A Bull or Tejiwala is an operator who expects a rise in prices of securities in the future. 

 The bull speculator stimulates the price to rise 

 He is an optimistic speculator  

  Bear 

 A bear or Mandiwala speculator expects prices to fall in future and sells securities 

 bear speculator tends to force down the prices of securities.  

 A bear is a pessimistic speculator. 

   Stag 

 A stag is a cautious speculator in the stock exchange. 

 to sell them at a premium. 
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 He is also called a premium hunter. 

  Lame duck 

 When a bear finds it difficult to fulfill his commitment, he is said to be struggling like a lame 

duck. 

 The buyer is not willing to carry over the transactions 

20. Briefly explain the Demerits of co-operative societies  

 Inefficient management 

 Not proper ability and experience to manage the business efficiently 

 They do not take proper interest in the management 

 Limited capital 

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

 The principle of ‘one man one vote’ discourages the members to invest large amount. 

 Lack of motivation 

 Absence of profit motive and minimum 9% rate of dividend suppress the zeal and responsibility 

on the part of the management 

 Lack of co-operation 

 Sometimes the members may not have unity among themselves. It might affect the business of 

co-operatives. 

 Domination of vested members 

 Non-transferability of interest 

21. State the meaning of super market and explain its features  

 It refers to a type of large scale retailing. 

 The articles of daily use are sold in different departments without the help of sales persons. 

 They are usually located only in cities and big towns 

 In India the first supermarket was started in New Delhi 

Features 

 It is a form of large scale retailing 

 There is no need for sales men in self services section. 

 Sales are on cash basis. 

 There is a wide variety of goods made available. 

 Goods are sold after cleaning and packing. 

22. State the Features of the departmental form of enterprises  

 Wholly dependent on government for finance. 

 The enterprises are managed and controlled by the civil servants of a government department 

 It represents the line authority relationship between the executives at various levels 

 It is part of the government. 

 No legal action can be taken against it without the permission of the Government. 

23. What are differences between public sector and private sector  

S.no Public sector  Private sector 

1 Sufficient, unlimited resources, successful in 

mobilising saving through banks bonds etc. 

Limited resources; not successful in mobilising 

the recourse of the country   

2 Concentration of economic power in the 

hand of law 

Leads to concentrate of economic power in the 

hand of few individuals   

3 Develop those sectors which are neglected 

by the private sector  

Develop those industries/sectors in which risk is 

less and returns are more  

4 National wealth  Exploitation of natural resources. Like forest,mine  

5 Balance growth ; starts industries in 

backward areas 

Not started industries in backward areas  
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ESSAY TYPES QUESTIONS AND ANSWERS 

1. Explain briefly the principles of organisations  

 Unity of Objectives 

 The term objective means a goal to be achieved. The organisation structure depends upon the 

objectives of the enterprise. 

 The objectives of an enterprise must be clearly fixed. 

 Division of Work 

 The total work should be divided. This is known as departmentation. 

 Span of Control 

 No executive in the organisation should be required to supervise more subordinates than he can 

effectively manage 

 Scalar Principle 

 Line of authority must proceed from the highest executive to the worker at the bottom level 

through a downward flow. This is known as ‘chain of command’ 

 He is responsible for efficient performance of the work entrusted 

 Unity of Command 

 Each individual should receive orders from only one boss. A person cannot serve under two 

masters. 

 He is accountable to his immediate superior 

 Dual subordination should be avoided 

 Functional Definition 

 Unity of Direction 

 Co-Ordination 

 Delegation of Authority 

 The Principle of Responsibility 

2. Describe the various individualistic institutions and explain it 

 Sole trading institutions  

 Any business unit which is owned and controlled by a single individual is known as a sole 

trading concern. 

 The person, who manages it, is called a sole trader. 

 It is also named sole proprietorship business or single entrepreneurship or individual 

proprietorship. 

 He may use his own savings for carrying on the business. 

 Joint Hindu family  

 India is unique in the system of Joint Hindu Families. 

 A Joint Hindu Family comprises of father, mother, sons, daughters, grandsons and 

granddaughters. 

 They hold the property jointly 

 They do the business under the control of the head of the family 

 These families have been engaged in occupations like agriculture ,handicrafts, small industries 

etc.  

 The head of the family is known as ‘KARTA’. 

 Partnership  

 The partnership is formed as a result of an agreement between two or more persons. 

 The minimum number is two and the maximum number is 10 in banking and 20 in the case of 

nonbanking business. 

 Partnership should not carry on any unlawful or illegal business 

 Partners may share profit or loss in an agreed proportion. If there is no agreement, partners share 

profit or loss equally 
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 Joint stock company 

 A company is an association of many persons. 

 The capital of the company is divided into small units called a share. Any one who holds or 

buys a share in a company is called a shareholder. 

 An incorporated association which is an artificial person created by law having a common seal 

and perpetual succession 

 Co-operative society  

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

 Persons come from the same locality voluntarily join together to achieve a common economic 

objective. There is no compulsion to become a member of a society. 

 Multinational company (2 mark) 

 The term “multinational” consists of two different words, ‘multi’ and ‘national.’ The prefix 

‘multi’ means ‘many’, while the word ‘national’ refers to nations or countries. 

 “ A multinational corporation owns and manages business in two or more countries” 

 A multinational corporation is also known as a transnational corporation, namely, ‘Global giant’, 

or ‘World enterprise’ or ‘international enterprise’. 

3. Describe the various types of government institutions and briefly explain  

 Departmental Undertaking 

 This is considered as a department attached to the ministry of a government. 

 Its administration is in the hands of the chief administrative officer of the ministry. 

 This is the oldest form of organisation of state enterprise. 

 Examples: Railways, B.S.N.L.,(telephones) Broad casting’s like Doodharsan 

 Public Corporation 

 This is established under a specific statute passed in the parliament. It is known as a statutory 

corporation 

 It is created by a statute. The statute defines its objectives, powers and functions.It is an 

autonomous body fully financed by the government. 

 Examples: Reserve Bank of India (RBI), Life Insurance Corporation (LIC) and Unit Trust of 

India (UTI)  

 Government Company (2 mark) 

 Government Company is also established under the Companies Act of 1956. 

 It is a company in which not less than 51% of paid up share capital is held 

 By the central government or by one or more state governments or  

 Jointly by the central and state governments. 

 Board Organisation (2 mark) 

 In this organisation management is carried on by a Board Organisation. Government nominated 

independent board.  

 It has its own rules and regulation 

Examples: Tamil Nadu Electricity Board, Tamil Nadu Housing Board, Tamil Nadu Water and 

Drainage Board 

4. Describe the various types of business organisation  
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5. What do you understand by multinational companies and explain its features? 

 The term “multinational” consists of two different words, ‘multi’ and ‘national.’ The prefix ‘multi’ 

means ‘many’, while the word ‘national’ refers to nations or countries.  

 Therefore, a multinational company may be defined as a company that operates in several countries. 

 According to Neil H.Jocoby “ A multinational corporation owns and manages business in two or more 

countries” 

Features  

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

 It is generally very large in size.  

 Its purpose is to reduce transport costs and to make use of raw materials, labour, capital and market of 

foreign countries. 

 There are 500 to 700 MNCs operating in the world today, half of them are U.S multinationals and the 

rest are based outside United States.  

 The multinationals based in the USA have the largest share of foreign direct investment, followed by the 

U.K, Germany, Japan, Switzerland, France and Canada.  

 In underdeveloped countries the investment and employment created by the MNCs have been chiefly 

concentrated in about a dozen nations, namely, Brazil, Mexico, Hong Kong, Philippines, Singapore and 

South Korea.  

Examples 

 Unilever Limited   - British company 

 Union Carbide       - American company 

 International Business Machine (IBM)    -  American company 

 Philips    -   Dutch Company 

 Coca Cola Corporation  - American company 

6. Explain the main characteristic of sole trading form of organisation  

 One-man Ownership and Control 

 A sole trading concern is owned by an individual. 

 The proprietor is the sole owner and master of the business 

 He independently manages and controls the business  

 Capital Contribution 

 In sole trader ship, the capital is employed by the owner himself from his personal resources. 

 He may also borrow capital from his friends, relatives and financial institutions. 

 Unlimited Liability  (2 mark) 

 The liability of the proprietor for the debts of the business is unlimited. 

 The creditors have the right to recover their dues even from the personal property of the 

proprietor in case the business assets are not sufficient to pay their debts. 

 Enjoyment of Entire Profit 

 The sole trader is entitled to enjoy all profits of the business 

 he is the only person who invested money, he need not share the profit with anybody else 

 No Separate Legal Entity 

 The sole trader and the business are one and the same. 

 A sole trading concern has no legal entity separate from its owner. 

 No Special Legislation 

 Registration 

 Duration 

 Simplicity 

7. Discuss Merits of sole trading form of business  

 Easy Formation 

 No legal formalities is required 

 No agreement is required and registration of the firm is not essential 
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 Direct Motivation 

 The entire profit of the business goes to the sole trader. No need to share the profit 

 It motivates him to expand his business activities. 

 Flexibility 

 It is a highly flexible type of organization. 

 Generally run on a small scale basis. 

 It can easy change existing business operation  

 Retention of Business Secrets 

 The maintenance of utmost secrecy is importance for the success of a business. 

 A sole trader can maintain business secrets. 

 Quick Decision 

 The sole proprietor is his own boss and need not consult others while making any decision. 

 he can take quick decision and implement without delay  

 Higher reward 

 Effective Control 

 Increase in Sales 

8. Discuss the demerits of sole trading form of business  

 Limited capital 

 Limited Managerial Ability 

 Unlimited Liability 

 Short Life  

 Hasty Decisions 

 Lack of Specialisation 

9. Explain the role of sole trading concern in society  

 Solution to unemployment problem 

 Sole trader business organisation gives large employment opportunities to the less educated and 

uneducated persons 

 Reduce the unemployment problem 

 Provision of goods at low price 

 Goods are sold by sole traders at a price lesser than the maximum retail price ( MRP )  

 Helps small producers 

 Most of the goods sold by sole traders are procured locally from local producers. 

 Supply of Quality goods 

 Sole traders sell goods of high quality nowadays to maintain their reputation. 

 Helpful to consumers 

 The sole traders supply the goods to the consumers at their door steps. So the time and energy of 

the consumers are saved 

 Provides Investment Avenues 

 Philanthropic Activities 

 Equal Distribution of Income and Wealth 

10. One man control is the best in the world provide that one man is big enough to take care of everything discuss  

 William R. Basset has said that one-man control is the best in the world only when the business is small 

indeed, to allow one actually to know and supervise everything in the business 

 Following are some of the points in favour of one man control  

 Easy and quick formation.  

 Direct control.  

 Efforts and reward are linked.  

 Retaining business secrets.  

 Close touch with the consumers.  

 Enjoying all profits 

 Inexpensive management.  
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 No legal restrictions.  

 Direct contact with the employees.  

 Social desirability. 

 

11. Explain the basic features of partnership  

 Agreement 

 A partnership is created by an agreement. 

 The agreement may be oral or in writing 

 Multiplicity of Person  (2 mark) 

 Minimum 2 members and maximum 10 in case of banking, 20 members in case of other 

business  

 Contractual Relation 

 The relation that exists between the partners in contractual 

 Lawful Business 

 Partnership is formed to do a business.  

 Business means any trade or occupation or profession 

 Sharing of Profits 

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

 Normally profit or loss is shared according to the capital contribution 

 Agency Relationship 

 Unlimited Liability 

 Joint and Several Liability 

 No Separate Legal Entity 

12. What are the Advantages of partnership firm  

 Easy formation  

 A partnership firm is very easy to form. No formal documents is required 

 Registration not compulsory 

 A partnership firm registration is not compulsory its optional  

 Larger Financial Resources 

 number of partners contribute to the capital 

 It is possible to collect larger financial resources 

 Sharing of Risk 

 The risk in a business is shared by more persons 

 Flexibility 

 can change the nature of business easily 

 Quicker and Better Business Decisions 

 Relationship between Reward and Work 

 Protection of Minority Interests 

13. What is advantages of partnership firm? 

 Unlimited Liability 

 Every partner is jointly and severally liable for the entire debts of the firm 

 A partners suffer not only his mistakes but also for the other partner dishonest   

 Limited Resources 

 The resources of partnership firm is limited. 

 The borrowing power of the partners is limited 

 Distrust 

 The distrust among partners is the main cause for the dissolution of partnership firms. 

 Lack of confidence may lead to misunderstanding 
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 Limitation on Transfer of Share 

 No partner can transfer his share to a third party without the consent of the other partners. 

 If a partner wants to withdraw his share, it is not possible without the consent of other partners 

Without the consent of the other partners. 

 Lack of Continuity 

 A partnership comes to an end with the retirement, incapacity, insolvency and death of a partner. 

14. Explain the rights and of partner  

 Every partner has a right to take part in the conduct and management of the business. 

 Every partner has a right to express opinion on any matter related to the firm. 

 Every partner has a right to be consulted before taking important decisions 

 Every partner has a right to inspect and take copy of books of account and records of the firm. 

 Every partner has the right to receive interest on loans and advances at the rate of 6% per annum. 

 Every partner has the right to an equal share in the profits 

 No new partner can be admitted into partnership without the consent of other partners 

 Every partner has a right to retire from the firm. 

15. Explain the duties of partners. 

 Absolute duties  

 Every partner must act diligently and honestly in the discharge of his duties to the maximum 

advantage of all partners.  

  Every partner must act in a loyal and faithful manner towards each other. 

 Every partner must act within the scope of the authority entrusted to him. 

 Qualified duties   

 Qualified duties given in the Act can be modified by an agreement of partners entered into. 

 Liabilities of partners  

 Every partner is liable for the debts of the firm to an unlimited, jointly and severally 

 A retiring partner is liable for all the debts incurred before his retirement 

 Every partner is liable to make good the loss that the firm  

 In the case of minor partner, he is not personally liable for the debts of the firm Only his share in 

The profits and assets of the partnership 

16. What are the circumstances under which a partnership firm is dissolved? 

 Dissolution without order of court( sec 40 to 43) 

 Dissolution by Agreement (Sec.40)  

 Compulsory dissolution (Sec 41) 

 Dissolution on the happening of certain contingencies (Sec 42) 

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

 Dissolution with order of court ( sec 44) 

 Partner’s Insanity 

 Permanent Incapacity 

 Persistent Breach of Agreement 

 Misconduct of a Partner 

 Transfer of Share 

 Continuous Loss 

 Just and equitable grounds 
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17. Difference between partnership and sole trader  

S.no Basic of difference  Partnership  Sole trading  

1. Specific act  The partnership firm is governed by the 

Indian Partnership Act, 1932 

There is no separate act for 

sole trader business. 

2. Number of Members Minimum 2. Maximum 10 for banking 

business and 20 for other business 

Only one person 

3. Agreement Agreement may be oral or in writing No agreement is necessary 

4. Registration Optional Need not be registered 

5. Ownership and 

control 

Lies with the partners Lies with the sole proprietor. 

 

18. Discuss the Merits of the company form of organisation  

 Stability (Perpetual Life) 

 Limited Liability 

 Easy and Speedy Transferability of Shares 

 Professionalization of Management 

 Economies of large scale 

 Better credit 

19. Discuss the Demerits of the company form of organisation 

 Complicated legal formalities  

 Heavy cost of Floating a company 

 Separation of Ownership and Control 

 Fraudulent Promoters 

 Fraudulent Promoter 

  

20. Brings out distinction between a partnership firm and joint stock company 

S.no Basic 

difference  

Partnership firm Joint stock company 

1. Act Indian partnership act 1932 Indian companies act 1956 

2. Registration  Registration is optional  Compulsory 

3. Number of 

members  

Minimum 2 

Maximum 10 in case of banking and 

20 in case of other business   

Minimum No. Of members in private limited 

company 2, 

Public limited company 7 

Maximum no of members in 

 private limited company 50 

Public limited company no limit  

4. Legal status Partnership firm has no separate 

existence. Partners collectively 

constitute the firm 

It is an artificial person created by law. Its 

existence is independent of its members. 

5. Liability The  liability of a partner is joint, 

several and unlimited. Personal 

assets of the individual partners can 

also be attached for satisfying the 

firm’s debts. Any one partner can 

also be sued for this purpose. 

The liability of the shareholder limited to the 

unpaid amount of shares the held. If the shares 

are fully paid up, no further liability is attached 

to the shareholders, however rich they may be. 
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21. Discuss briefly the difference kinds of companies 

On the basic of   On the basic of         On the basic of  On the basic of 

 Incorporation  Liabilities           nationality   ownership  

1. Charted companies 1. Companies limited by share          1. Domestic company  1.holding, and   

2. Statutory company  2. Companies limited by guarantee   2.foreign Company                subsidiary company 

3. Registered companies    3. Unlimited company                   2.govenment  

 

             company 

On the basic of no. Of mumbers 

1. public limited company 

2. private limited company   

22. Explain the difference types of shares  

                     

23. Explain the Different kinds of debentures  

 Registered debentures  

 Bearer debentures  

 Secured debentures or mortgage debentures  

 Unsecured  or naked debentures  

 Redeemable debentures  

 Irredeemable debentures  

24. Distinguish between share and debentures  

S.no Basic difference  Shares ( share holders) debentures( debenture holders) 

1. Rights Shares represent a part of the 

share capital of the company 

Debentures constitute loan to the 

company. Debenture holder is only a 

creditor of the company 

2. Payment of profit Dividend is paid to the company 

only when there are adequate 

profits. 

Interest is payable at stated intervals 

regardless of profit or loss. Directors have 

no discretion in the matter. 

3. Level of profit While a fixed rate is paid on 

preference shares, the rate of 

dividend paid to equity 

shareholders changes with the 

level of profits 

A fixed rate of interest is payable 

4. Issue at discount Shares can be issued at a discount 

only under certain conditions 

specific in the Companies Act 

There is no such restriction on the issue of 

debentures at a discount. 

5. Liability The liability of a shareholder is 

limited to the unpaid amount of 

the shares 

There is no such liability 
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25. Discuss the powers of directors and restrictions placed by them? 

 General Powers 

 Statutory Powers 

 resolutions passed at the Board meetings, 

 To make calls  

 To issue debentures To borrow money otherwise than on debentures  

 To invest the funds of the company  

 To make loans 

 Other Powers to be exercised at Board Meetings 

 To fill up casual vacancy in the office of directors  

 To appoint additional directors, if authorised by the articles  

 To appoint an alternate director if authorised by the articles  

 To accord sanction to contracts in which any director or his relative is interested  

 To recommend a certain rate of dividend to be declared at the annual general meeting 

 Restrictions on the powers of directors 

 To sell, lease or otherwise dispose of the whole or substantially the whole of the undertaking of 

the company 

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

26. Briefly explain the functions and duties of directors  

 General duties 

 Duty of good faith: They must be act interest of the company   

 Duty of reasonable care:  

 They must attend the Board meeting regularly. 

 Duty not to delegate: They must perform the duties personally 

 Statutory Duties 

 To sign a prospectus and deliver before its issue to the public. 

 Not to allot shares before receiving minimum subscription 

 A statutory report to forward all members at least 21 days before the date of the meeting. 

 To hold the meetings at least once in three months. 

 To call for annual general meeting every year. 

27. Write explanatory notes of  

 Annual general meeting  

 Every company is required to hold an annual general meeting in addition to any other 

meetings. 

 The first annual general meeting must be held within a period of 18 months from the date of 

its incorporation. 

 Adoption of the annual accounts and the reports of the directors and auditors 

 Declaration of dividend  

 Appointment of directors in place of those retiring 

 Board meeting  

 Meetings of directors are called Board meetings 

 All important matters relating to the company and its policies are decided 

 Extraordinary general meeting  

 Any urgent or special business which cannot be postponed till the next annual general 

Meeting 
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28. How are the new issues floated in the primary market  

 Public Issues: 

 This is a commonly used method . It involves direct sale of securities to the public for fixed 

price 

 No intermediaries are involved 

 Offer for sale 

 shares are floated through an intermediary such as ‘ Issue house’ . 

 ‘Issue houses’ allotted shares for a fixed price. 

 Sells the shares to the public at a higher price 

 Through intermediaries 

 Intermediaries like brokers, issue houses, underwriters purchase shares from issuing 

companies 

 Sell these shares to their clients. 

 Underwriting 

 Underwriters give a guarantee to the companies making new issues. 

 They guarantee the shares offered to the public 

 Rights issue 

 Rights issue method, new shares are offered to the existing shareholders. 

 Issue of bonus shares cannot be treated as new issues. 

29. Explain the procedure for new issue primary market  

 Selection of a Broker 

 A non member of a stock exchange is not authorised to do any business on stock exchange  

 A person can either talk directly to authorised brokers 

 Or he can act upon the advice of his friends 

 Placing the order 

 Before placing an order, he can consult his friends and the broker. 

 Broker can communicated through wire or telephone  

 Avoiding delay  

 Executing the Order: 

 After receiving the order the broker will contact other brokers of the stock exchange and will 

give and receive offers to execute the order of his client. 

 When the deal is over, after this, contract notes are prepared on the prescribed forms. A copy 

of the contract note is sent to the client. 

 Settlement 

 Settlement depending among the nature  

 It may classified in two categories namely  

 Ready delivery contract  

 Forward delivery contract 

30. Explain the objectives and features of  SEBI  

 Securities exchange board of India The SEBI was set up as an administrative body in April 1988. It was 

given statutory status on 30.1.92 

Objectives 

  SEBI is to protect the interest of the investors in securities. 

 promote, develop and regulate the securities market 

Features 

  SEBI established under SEBI ACT, with perpetual succession and a common seal. 

 The head office located at Mumbai. 

 The board shall consist of the following members.  

 i)  A chairman  

(ii) Two members from Ministries of the Central Government dealing with finance and law.  

(iii) One member from amongst the officials of the Reserve Bank of India.  
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(iv) Two other members 

 Central government shall provide finance 

31. Explain the functions and power of SEBI 

Functions  

 Regulating the business in stock exchanges. 

 Promoting and regulating self-regulatory organisations. 

 Prohibiting fraudulent and unfair trade practice relating to securities market. 

 Prohibiting insider trading in securities. 

 Registering and regulating the working of stock brokers, sub brokers, issue bankers, underwriters and 

such other intermediaries 

Powers 

  It may call periodical returns from stock exchanges. 

 It can amend bye-laws of stock exchange. 

 It can compel a public company to list its shares. 

 It has the power to prescribe maintenance of certain documents by the stock exchanges 

 In certain areas it can grant to licence the dealers in securities. 

32. Explain clearly the important features of co-operative organisation  

 Voluntary Organisation 

 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 

 Equality 

 In a co-operative society all persons are equal. 

 Its members have equal rights 

 Democratic Managements 

 Its managed on democratic lines. 

 The society is formed on the principle of democracy which means “ One vote for one member”. 

 Plural Membership 

 A minimum of 25 persons are required to form a co-operative society. Maximum no limit on the 

membership. 

 Concentrated Effort 

 In this organisation all individuals work together 

 The main principle of co-operation is that “ Each for all and all for each”. 

 Spirit of service 

 Legal Capacity 

 Open Membership 

33. Write the merits of a co-operatives society 

 Easy formation  

 It is easy and less costly to form a co-operative society. Procedure for registration is very simple. 

 Unlimited membership 

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

 Democratic management  

 Management of a co-operative society is fully democratic 

 Tax concession 

 Income tax is not levied on the income of the co-operative enterprises. It is exempted from 

payment of income tax 

 Stability 

 After registration, a co-operative society becomes a separate legal entity. The death, lunacy, or 

insolvency of a member does not affect 

 Economy in management 

 Cheaper service 

 Limited liability  
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34. Distinguish between the joint stock company and co-operative society  

S.no  Joint stock company Co-operative society 

1. Meaning It is mainly organised with the 

object of making profit. It is an 

association of persons formed for 

the purpose of doing a business 

It is a voluntary association of 

the weaker section or the people. 

It may make profit in the process 

of rendering services. 

2. Minimum 

number of 

members 

Private limited company minimum 

no. of members  two  

Public limited company seven   

Minimum no. of members 25 

3. 

 

 

Maximum 

number of 

members 

Private limited company maximum 

no. of members  fifty  

Public limited company no limit    

No limit  

4. Registration A company is formed and registered 

as per the companies Act of 1956 

co-operative society registered 

as per the Co-operative societies 

Act of a state government 

5. 

5

5 

Object 

 

Profit is the primary motto of a joint 

stock company 

Service is the primary motto of a 

cooperative 

35. Explain any eight types of co-operative societies in details 

 Agricultural credit society   

 Employee credit society  

 Workers credit society 

 Marketing co-operatives society  

 Industrial co-operative society  

 Consumer co-operative society 

 Housing co-operative society 

 co-operative warehouse  

36. explain the objective of state enterprise  

 Helping all-round Industrialisation 

 Private business man will invest only in those industries where profit earning chances are more. 

 It helps in all-round industrialisation of the country 

 Developing Basic Industries 

 Basic industries like iron and steel, chemicals are the most important for economic growth. 

 Establishing Enterprises Required  Heavy Investment  

 Need heavy investment and the railways, ship-building, energy producing concerns, etc very huge 

Investments is required 

 To Provide Necessities 

 Government undertakes to provide various necessities like electricity, water, coal, gas, transport, 

communication facilities to the people. 

 Balanced Economic Growth 

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

 various regions of the country should be equally developed. 

 government can start industries in backward areas 

37. Discuss the merits of the departmental organisation? 

 Complete Government Control  

 The control over the enterprise is directly 

 Government can regulate the working of these units 
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 Management 

 The Civil Servants manage departmental organisations 

 Government officials will work sincerely and efficiently for the success of the unit. 

 Source of income for Government 

 These enterprises are run on commercial lines. 

 The revenues of these enterprises directly go to the government 

 Helps in implementing Government Policies 

 Government policies and programmes are better implemented by these enterprises under direct 

government control. 

 Proper use of Funds 

 These undertakings are subject to strict control, chances of misuse of funds are remote. 

 Secrecy 

 Strategic industries like defence and atomic power cannot be better managed other than g 

Government departments. Department undertakings can maintain secrecy in their working. 

 Useful for Specific industries 

 Legislative Control 

38. Discuss the demerits of the departmental organisation? 

 Excessive Government interference 

 There is an highly government interference and control in department organisation 

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

 Shortage of Competent Staff 

 Civil Servants are given control of these undertakings so they are not known about business 

outlook or commercial experience. 

 Centralisation of Powers 

 All policies are decided at ministerial level ignoring business consideration. 

 A Ministry is responsible for full control over 

 Delay and Red-tapism 

 There is too much of procedures which results in delay 

 Inefficiency 

 There is no competition to this business. 

 There is no economic compulsion to improve efficiency. 

 Political Changes 

 A ministry has control over the department, there may be no continuity in policy 
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