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3. NATURE OF BUSINESS
A business is an economic institution. It is concerned with production and
distribution of goods and rendering of services in order to earn profits and
acquire wealth. A large number of different types of enterprises, viz., sole traders,
Ipartnershjp firms, companies and cooperative societies, are there in business.
They are operating from small scale as in case of a provisions store that we see in

our neighbourhood to large industrial houses as in the case of Ambanis, Tatas

Birlas, Mittals etc.
Definition of Busin €ss

. Yanous experts have defined the term ‘Business’ in different ways. Some
€ popular definitions of business are given below.
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Birla Sunlife, Bajaj Allinnz, HOEFC Standard Life, /a0 . ' ,
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GIC, ICICI Lombard ete. in General Insurance. ;
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Banking operations (accepting deposits and le -
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out by Banks such as SBI. Indian Bank. [CICI Bank, HDF i - £

; 2 . s * tion o
Transportation of goods by a transporter like Transport Corporation

India, Patel Roadways etc. s
Healthcare services provided by hospitals like Appollo Hospitals, Vijaya

Hospitals, Sundaram Medical Foundation, Arvind Eye Hospitals =tc..

Classification of Economic Activities
We can further classify these economic activities into three groups -
] i i ot A i sale o
(a) Business : Business includes all activities concerned with the
profits

(b)

(c)

exchange of goods and services with the objective of earning :
Profession : An activity which involves the rendering of person?ljj
services of a specialised nature based on PTOfeSS‘?nal kmeray ed'“_;
education and training is called a profession. Services FERCETD
doctors, lawyers, chartered accountants, engineers, €ic., come unc

this category. '
Employment - Any activity assigned to a person by the employer un
an agreement or rules of services comes under the categor

employment. A person who undertakes such activity is called emplo

For performing such activity, the employee receives remuneration !
the employer in the form of wages or salary, allowance, bonus etc

Let us now concentrate our attention on ‘Business’.

A business is an economic institution. It is concerned wi

distribution of
acquire weaith. A large number of different types of enterprises, viz., sole t

partnership firms. companies and cooperative societies, are there in bu
They are operating from small scale as in case of a provisions store that w
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Ous experts have defined the term ‘Business’ in different wavs.

the popular definitions of business are given below.
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This is the primary objective of a business organization. Business is an
cconomic activity .‘lni-f If)c;l'L‘I'DrC its purpose is to show economic results
According to Peter Drucker, "the management is an economic organ and Rk
decision of management has its first dimension as economic dimension”. The
economic Oi";_fec:i\hcs of business are as tollows:
(a) ELarning of adeqguare profirs : Every businessman seeks to B profits
by sarisfying the wants of people. It is the hope of eaming profits
which i:Jduces people to enter into business. No business can survive
withou: earning adequate profits. Thus, profit is the fundamental
economic objective of business. Profits are considered to be the index
of business success. It is the accepted yardstick for the evaluation of
the efficiency of business. Profits are important because (1) it provides
future capital (b) it is the ultimate test of business performance and
(c) it is the indicator of business efficiency. |
Fore.g. TCS (Tata Consultancy Services) is considered to be the number
one company in the IT industry in terms of profits. Reliance Industries
which started with textiles has been able to expand to petrochemicals,
telecom, oil exploration, life scienees, financial services etc.. because of

its ability to earn high profits and utilize the profits for expansion and
diversification.
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A business should not shut ita eyas to its obligations
r\;‘\‘i J?l’\f.\‘ the Crovernment. e JTEN crnment I“")\zi(h“‘& the illl.l'l'l.'éll'llt."lll'(."

r;tg‘t‘htf&‘s such as water, roads, ports, power, telecom cte.. Therelore,
Dusiness owes it o the qovermment (o pay its tax dues honestly and in
e I must also dutitully abide by the lanws ot the Tnnd.
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. A business conceorn is o part ol the
socien. Theretore. the business should contribute in every way towards
social welthre., It must not indulge in undesirable practices such as
hoarding and blackmarketing. It m‘ust also contribute liberally to social,
culrural and charttable on:m;i.-.miuns‘ cngage itselt’in promoting, health
N ities ete. For c.g. Tata's

comprising ol schools,
employee quarters and provided all the necessary facilities.
Infosy s donates computers to corporation schools in Karnataka, Polaris
Software lends financial support to deprived students, Sakthi Masala
and LaserSoft Infosystems provide employment to physically
challenged persons. Microsoft has donated computers with Braille
svstem ro enable blind persons learn computers and benefit from it.
Bercer ervirornmernr .

Of the community, setting up cducational tacil

have built an entire township in Jamshedpur
hospitals.

Businesses should strive to ensure a cleaner,
greener and healthy environment for the community. Business must

not cause any kind of air. water or noise pollution. It must make proper
arrangements for controlling any type of pollution. For e.g., tanneries
Ire I‘c“qulmd to sstup Effluent Treatment plants to treat the waste water
?rz:‘h:d C‘hemzca{s is recycling water used in its pharmaceutical plant t<;
'iO-'G’ wasiage of water resources. Today's customers have high levels

T aware — i . )
S r:.ne:,_a and anyv business which causes environmental
2racanon cannot hope to survive for lone.
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facilitics such as water, roads . et i
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business owes it to the government to pay its tax dues honestiy

time. It must also dutifully abide by the laws of the jland.
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society. Therefore. the business should contribute 11 every way to

social welfare. It must not indulge in undesirable ?racnces such a-,s
hoarding and blackmarketing. It must also contnbutf: hberaﬂy_to Socxa; <
encage itself in promotuing health

cultural and charitable organizations. : st
of the community, setting up educational facilities ett‘:..For e.g. Taia’
ur comprising of schools

have built an entire township in Jamshedp NOC
hospitals. employee quarters and provided all the necessary facilinie:

_Infosys donates computers to corporation schools in Karnataka. Polar
Software lends financial support to deprived students, Sakthi Masa

and LaserSoft Infosystems provide employment 1O physical
challenged persons. Microsoft has donated computers with Brai
system to enable blind persons learn computers and benefit from 1t

(/) Betrer envirornniert . Businesses should strive to ensure a cleas
greener and healthy environment for the community. Business n
not cause any kind of air, water or noise pollution. It must make pre
arrangements for controlling any type of pollution. For e.g., tanns
are re:quxred l‘(? set up Effluent Treatment plants to treat the waste w
nggci!vg;zr:;cs;i:;:::i:lmg wate_;used'in its pharmaceutica}l plz
i awaren:ss g sources. oday‘s customers have high |
ny business which causes environm

degradation cannot hope to survive for long.
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t
Nipher education to ensure that employveesy have llnt.!-.m::l' ™y

E 2. TechMahindra. Cognizant Technology .':.nl-ulinn---._ Piyg,.. Do,
have tied with BITS, Pilani and are SPonsoring their
higher education through c-learning,

e Jobk ratisfaction: Organisations should cnsure thgy Cm
satisfied with their jobs. If employeces ek C_hssa‘-isﬁcd it w
lower productivity. To ensure job satisfaction, bUSincs:sQS
SUre that the job is able to utilize the potential and im@rcstg lh

[

¥ -
"Bliong) Objectives
. fjiusincss also plays an important role in development ofa Natiop, i
3y L~ . e ; ‘ . ' :
. .',} And services required by consumers, provides employmem i
I i : i
v 'Butes 10 1he government exchequer by way of taxes to the Zovern
O = 3 e " " : . r
Nl uch(_nves of a businesg Include: .
a = o o -
w2 “XPorting goods to foreign countries thereby carning vajy,y,
fr-j{ti)]mnge. Fore.g, pharmaceutical Companies like Ranbaxy Dy
a i : . . : 3 , Dr
S, Cipla, e(c., €Xport a major portion of their Product
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E CRITERIA FOR SUCCESS IN MODERN BUSINESS
1 Pab: “4 1 Qi eras demand (he
Running a business today 1s a c.nmpltcutcd affair. Cu .h‘m\ ra demm
world's best quality at the cheapest prices. Their needs, preferences, tastes and

fashions keep changing and businesses have to adapt their products and servics
= 10 be aware

- -
3
oy &

ition. They have 1o
1o

yecordingly. Competition is on a global scale and businesses have
~ompetitor's actions and stay onc step ahead of the compet
e alert in framing strategics 1o overcome competition and adapt thc:w;::-lw':".
he changing environment.

Businesses have to be innovative and adapt themselves 1O the new
~chnological changes. Those businesses which have adapted to the changing
istomer needs, new technologies and intense competition have survived and
-own. Businesses which have not been able to do so have failed. Once famous
ands such as Dyanora, Solidaire, Weston, EC, Bush, TeleVijay etc., in the
levision industry are no longer in existence, because they were not able to
»dify their products and introduce new products according to the changing
eds of the market. The same is the case with Ambassador and Premier Padmini
he Indian Car industry, BPL in Consumer Electronics, Binny, OCM, S Kumar's
l'extiles and the list goes on. Therefore succeeding in modern business is not
easy task. '

The following are some of the criteria for success in modern business:

(a) Clear Formulation of Objectives: Every business must first formulate
its objectives. Clear identification of objectives would help the business
to plan its activities in the right manner. The business should decide the
products or services it plans to offer, the customer segments to be

targeted etc., For example a car manufacturer should decide what type
~ of car it plans to manufacture (small cars, mid segment cars or luxury
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1. FORMS OF BUSINESS ORCGCANISA FIe»ym™
nmMonning of Rusiness Enterprise

" —% r S

A business undertaking is an institutional :nrrnngcmcnt_ tr)‘f.ﬁf"'-"“”.::'l;:;’v "
other type of business activity. According to Wheeler “"Busimmess I”.l- i .-rr:)-”.
an cnterprise which buys and sells and is owned by one or 2 E‘”’JU.."’ >3 F;_‘rf'_r;";
and is managed under a specific set of operating policies. It is the cutcome of 16

I i ~sources and
efforts of onec or more entreprencurs who pool together itheir Feso
- - - . % - - -y
coordinate their activities to carry on business activity .

Types of Business Enterprises

F 4 - i z : Privats=
On the basis of ownership business enterprises are classi fied as : (1)
sector enterprises, (2) Public sector enterprises, and (3) Joint sector

enterprises.
Private Sector Enterprises

Business enterprises owned by private individuals, singly or) ointly, are k.n_c)x»n_
as private enterprises. There is no Government p'articipation :n'thf_- ownersh;p- of
such enterprises. All non-incorporate enterprises are included in it. Sole trading
concern. Joint Hindu Family business, Partnership. Joint Stock company. Co-
operative societies, Multinational companies are the main examples of private
enterprises.

Public Sector Enterprises

Any enterprise which is established, managed and controlled by government
is known as public enterprise. There are three types of public enterprises. These
are (1) Departmental undertaking, (2) Public corporations, and (3) Government
companies.

Joint Sector Enterprises

Joint sector enterprises consist of those undertakings wherein ownership.
management and control are shared jointly by the Government, private
entrepreneurs and the public. Maruti Udyog Litd., Cochin Refineries and Gujarat

Fertilisers are few examples of joint sector enterprises in India. Co-operative form
of enterprises also come under this sector.




R g 8 T R T B T e e e T T

= anivy F o 3
"
» -
" o &
f J 4 s b 3 AT wh
& x A 7
- - ' A -
. > o % i . 8
o Perit T v ¥ ¥ - 4 ¥ o
4 *i-au bR - i ¥ -
. . = e " ey Ly -y - y r — - o it gl
- sas Fmiaws Phge  Bape Feprerig P W e — - Sl i -
ﬁ.»u—1-"«l._‘i *t 1Y € [ RN NP B, S L » o Ly - #2V g d e v
W o Fhy -“1-\,’. 4 TPt rirangs. ppeqy- g PR SEp——— PP P E—— ) S L e S B e
e AT |mrYm e sty i rr-rapirirare SdipreaN FEs pu 22 v ST oy Hee T
§ . z T
PR St

11 Simmew — The imdiendaal emtrepreneur
rafr s ~eframd 3 o

Sy aryiryetywrerm

ey the svrerrde =f
by erarafz
v Pore

shen b -,./-"_, AF vmPsag

vhe o mave

r'q-j__-v—--t‘:"?iﬂr\ st TR
sryrrretivhies o fammils presup of mdivrdaale. 29 wiey e resporrsibie
f Fxrhere

e ts s oyperation sndd svho 2lcme raorms the rsk

According 10 Fdward T FElibowrme, Sote proprierorship s
one individoal financinl and

NeCOTIHRTT,

2 PMimrmes=a

\'-ho cCarri=s .1‘?

initiated and operated by
administrative responsibilities, emploving such assistants as may be

Iames Stephenson opines. ©' A sole trader is a person who carmes on
exclusively by and for himself The leading feature of this kind of concern. i< that
the individual assumes full responsibility for all the rick connected with the
conduct of the business He is not only the owner of the capital of the undertaking
but. 1s usually the organizer and manager and takes all the profits or responsibility

buysinexs

for losscs™

Features :
The imponant features of sole proprietorship are -

The business is owned by only one person.
The business is controlled by a single individual

The risk is borne b)jf a single person
The liability of the owner of the business is unlimited

The business firm has no separate legal-entity.

Y.
Z
3.
4.
- 2
6. To set up sole proprietorship, no legal formalities are necessarny.

7. Decisions are made by a single person.
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Limitations :
Sole trader business su
also :

1. Limited cap
is any necessity to expan

Limited skill - As there is only one man the managerial abilit

ffers from certain serious limitations (dis;
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ital - Use of limited capital means limited profits o
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rear of operation
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l co bevond a certain area ader s business is .
7 A > tarve scale economies sale tr‘“l .tu lack of finan
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. ~ n large scCi -
""" }ic cannot do his business on larg f production.

. < ies O
So he cannot enjoy large scale economi
- ‘ . - -

-,itability of sole trading concern : ) .ssfully under the
~ud \ solc trading concern may carry its businNess SUCCESS J

circumstances. a
Where business is carried on small scale:

Where capital requirement is less:
Where prompt and quick decisions are required:

=

Where risk is less;
Where personal element plays an important role:

B

Where market is local:
Where secrecy in business is a must:

® N W

Where freedom of the businessman is involved:
9. Where business is seasonal:’
10. Where there is no need for specialisation.

In spite of all the limitations, a sole trading concern is a popular form of
organisation in all parts of the world. Thus, we can say that it has its own place

in the field of business €ven today. Its future is bright
ght.

4. PARTNERSH 1§ o
Sole proprietorship suffe
temporary existence etc. As

:-rpi'ganisation. ‘"emedy, partnership
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buying or sell
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cmerged as a form of business
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Borrowing capacity o The creditors will le ;
of the (irms’s asscls but also based on the pcrsun?” propertics
partners. So the borrowing capacity of a firm is more.

Inrcerrive (o work cord - IEvery partner is liable for the debts of the f'lrr'l'}.
Also every partner has a sharce in the profits. This makes them to Work

hard for the success of the business.
of sufficient {finance and

Expansion of business : Due Lo the availability

skill the business can be expanded very easily.
IWise decisions - 1n partnership, decisions are taken wirh the consultation
of all the partners. So naturally the decisions are wiser and more bencficial.
The partnership enables partners to
bers in a joint family.

as meiT

Co-operation between partrrers
d easily. There are no

provide mutual help to each other. Partners behave
Flexibility - Changes in the business can be adopte

lecal restrictions.
Ecornonty in operation : 1f there is co-operation amo
firm can be run efficiently: A good number of economies

ng the partners the
in management

can be derived.
[ﬁzv.ﬂs:on of risks - All losses and risks of the business are shared by all
the partners. So risky ventures can also be taken up.

ed easily if the

Maintenarnce of secrets - Business secrets can be maintain

number of partners in a firm are limited.
fricid - < 2 s
ence of trax : Compared with company form of organisation the tax

payable on the incomes of the partners will be less.

Disadvantages of Partnership
The following are the disadvantages of a partnership firm :

1.

Divisi 25, bili

As:iz;” ‘ofrcap?rfs.zé?:!uy o In a partnership the management is divided

o bu;;esponmbﬂtttes are also divided. Every partner might try to shi{%
en on to the shoulders of others; finally none takes the

responsibility properly.
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Al acts are undertaken for the benefits of the partnership

Aldlmajor decisions are taken after mutual consulitation with other pariners
The business is conducted ina fairmanner within the legal framework
Partners trust each other.

Each partner fulfills his responsibilities in a careful and diligent manncr
Any m’s-understanding is resolved through mutual discussion at the
initial stage itself.

I'he accounts are true and fair.

Each partner is given the rightful share of the profits due to him.

Profits are re-invested in the business to the required extent. This would
result in lower external borrowing, save interest costs and enable the
firm to expand operations. .
Partnership business is continued for a fairly long period of timme so that
it can build a good reputation and enjoy goodwill and customer loyalty.
Each partner contributes to the best of his abilities, skills and knowledge
for the growth of the business. -

There is mutual agreement, faith and a spirit of co-operation among
partners.

There is a sense of openness and transparency, so that each partmer
clearly knows details of capital invested, revenue received, expenses
incurred, profits earmmed etc.

If the above requirements are satisfied, the partnership business would be
able to continue for a long period of time, enriching the partners as well as

satisfying the needs of the society.

v

Partnership Deed
Partnership arises out of an agreement. The agreement may be oral or in

writing. But to avoid disputes in future among the partners it is always better to
have an agreement in writing. The important document in which the agreement is
written is called a “*Partnership Deed’ or ‘““ Articles of Partnership’’.
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promote thrift, self-help and co-operation among agriculturists, g,
persons of limited means. The co-operative movement has played a
role in ensuring the welfare of farmers, weavers, artisans, rural entrepr

. consumers.




—(;“I

)

e)

<All for one and one for all®.

r ‘!'-.
. '”’:1(1 from the memberg who .
W7, GNC
15" jts
35 tc“: jrn 11 _ on: Ttis a vol
| A€ csociation. S Yluntary, ,
o > T swn free will come together . ‘
o' nes 3 t denied to - O Prom..
18 g C,hlp is no - : aiky pf—‘-r?.(“;l‘; '\._uh.r : T Thyees,
'jl-ﬂl?crﬁof the society. A member } Vv
M mber body can compel a memp
L= - -
m o Lo he can withdraw h;j
S

s 1
n(r f”?”f‘ A ('-f’_(}tyfj'r;!T!'_Zr.
!-'1."” . Loy

- i b >y

own name. It canp SUe ang 1.

L .
5T -
- )(—'lrﬁ‘.‘f_(

Can g,‘ﬂ__a‘v{: i AMts 1o
R S i T
er to C()l}tir?UQ “h .ti =Ty Ty o B
S Capital fTO‘.‘n 1‘:" ik
iﬂlG -~ cel-Up: Co-operatives are ma o ) 'S SOCie
{ ra[lc = - na:ed n = a
pent© rs elect a Managing committee j 2 demg,
e

< - N the ann.. TRt e
4+ - IMiss) i Ly s
N{gn’l I-mulate the policies tc he leiov.,ed‘ Th 2zl Senera) .

i - S Manace:i.. ST,
af’d the affairs of the CO"O‘Peratl\’es b a“d:'--é COMirH -
agesS ased gn - TR
nas Oon thea -
ffla i ?Ql_f_‘__‘_-
wil. > I3
do

. motive: The primary objecti\;e OF & Ba _
We[fa!‘ fits but to serwv YOper:
arn pro 1ts crve the m

1 hk\.e S: .:_.._-..

ot 0 © tive societi SDETS and promar

{;tel‘ests' Co-operative t1€S can earn profits by Promiomote 1

3 - =y Q ?;\:.:‘ [Ty

: on-members at a higher price. A POIon. 6T the: profis o

+1 - ik s, | &

toent for the welfare of the Community. S earmeg
sp

Self Help: So=Dpcraiies are basically formed 1O protect its mem
against exploitaticn by private business. S S

; elf-help is the Suiding
behind the co-operative movament. The Motto of co-operativ




i emberabhiirn Ffas "
sy Prer-eo iy T The membe Fiig e jq b ‘
ntYordahle and is within evervone's reach. f., noep. |

- . L & »

—~ W COrmne e
financial resonsrces should be able to becon Mmembe,. .
them

-:‘l‘,r-_,l -

1% o
§ e
‘f_

Demecracy A co-operative society functions p
of democracy. The members are elected in 3 f.!f.:m,,

Member can contest to get elected to the executiye CoOr -.
& 'y “r
i'||.' -

Orie member one vore: Irrespective of the numbey Of g, = 7

-
“T
‘e

member is entitled to only one vote. This ensuresg that al] :r‘:-_ -
: I : Nes =

an equal say in the management affairs. Memberg Canng, oy
rJ"r.. - .

Finarnces: A co-operative society sells shares to its Mempe,_ © b,
S. 7y, k

\ )
" raised through sale of shares is an important SOurce of fi, .
also raise money by way of loans from the gO0vern e "

Im qn(::: ; 4
€nt and Rt b
'd‘:::, .

-

Ooperative institutions.

Nor transferability of shares: Shares held in a co-o
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Cooperative society cannot transfer his shares to
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The following are the principles of co-operatives:
(@) One member - One vore: Every member is entitled to one y,
irrespective of the number of shares held. The objective is to Dl‘even?

small group gaining control by acquiring majority shares.
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