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UNIT -1

What is Business?

Business is any activity people do to make money by producing, buying, and selling products
or services. In simple terms, it’s any activity done for profit.

Key Points:

Business Owner's Responsibility: If you own a business, you are personally responsible for
any debts the business has. If the business owes money, creditors can go after your personal
belongings (like your house or car).

Profit Motive: The main goal of any business is to make a profit. Without profit, a business
can't survive. Profit helps pay bills, wages, and allows the business to grow.

Meaning of ""Business': The word "business™ comes from being busy or doing work that is
profitable. It involves all activities related to making and selling products and services.
Different Views of Business:

Economists: See business as creating value by producing useful goods and services.
Ambitious Youth: See business as a career to earn money and face challenges.
Consumers: See business as a source of the goods and services they need.

Government: Views business as a way to collect taxes.

Environmentalists: See businesses as possible sources of pollution or harm to the
environment.

Types of Business Activities:

Production: Making goods (like factories and farms).

Distribution: Getting goods to customers (transportation, warehouses, stores).

Services: Providing services (like insurance or consulting).

Finance: Managing money (banks, stock markets).

Characteristics of Business:

Transfer of Ownership: Business involves the exchange of goods or services. It transfers
ownership from producers to consumers, usually for money.

Scope of Activities: Business includes both trade (buying and selling) and activities that
support trade, like transportation, warehousing, insurance, and banking.

Profit Motive: A business exists to make money. If a business doesn't make a profit, it won't
survive in the long run.

Continuous and Recurring: Business activities are ongoing. It's not just about one-time
transactions. For example, selling a car for profit doesn’t make someone a business owner.
Economic Institution: Business is a key part of the economy. Businesses do research to
understand what people want and adjust their supply to meet that demand, all in the pursuit of
profit.
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Social Institution: Businesses are part of society. They serve people (consumers) and are run
by people (owners, employees). They also have social responsibilities, such as improving
society and helping workers.

Ethical and Lawful: Businesses should follow laws and operate ethically. Illegal activities,
like smuggling, aren’t considered business. Also, businesses need to respect social norms,
like not selling harmful products.

Risk and Uncertainty: Business involves risks, like losing money or dealing with changing
market conditions. Profit is the reward for taking these risks.

Creative and Dynamic: Business must adapt to changes in the market, technology, and
society. Businesses need to be creative and flexible to survive and thrive in a changing
environment.

Global Business: Globalization has made business operations more interconnected.
Countries and businesses are increasingly linked to the global economy, which creates
opportunities and challenges.

Characteristics of Business:

Transfer of Ownership:

Business involves the exchange of goods and services, transferring ownership from producers
to consumers. This exchange typically happens for money or its equivalent (like trade).
Social Institution:

Business is a part of society. It serves people (consumers), is run by people (entrepreneurs,
workers), and contributes to society’s well-being by providing goods, services, and
employment. Businesses must also consider social responsibilities, like being
environmentally friendly and contributing to the community.

Scope of Activities:

Business includes a wide range of activities. It covers trade (buying and selling goods and
services) as well as aids to trade, such as transportation, warehousing, insurance, advertising,
and banking. These activities support the smooth operation of business.

Ethical and Lawful:

A business should operate within the boundaries of the law and follow ethical principles. For
example, businesses must not engage in illegal activities (like smuggling) or unethical
practices (such as exploiting workers or selling harmful products).

Profit Motive:

The primary goal of any business is to earn profit. Profit is essential for a business to survive,
grow, and reward its owners and investors. Without profit, a business cannot continue
operating or fulfilling its other goals.

Risk and Uncertainty:

Business involves risks, such as the chance of losing money, dealing with changing market
trends, fluctuating prices, or shifts in government policies. These risks can be managed to
some extent, but uncertainty—such as sudden economic changes or technological advances—
can’t always be predicted.
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Continuous and Recurring:

Business activities are ongoing. A business doesn’t just engage in one or two transactions; it
operates continuously, with regular production, sales, and service delivery. For example,
selling a single item doesn’t constitute a business—business involves repeated actions over
time.

Creative and Dynamic:

Business must adapt to changes in the market, technology, and society. It requires creativity
and flexibility to deal with new challenges, innovations, and competitive pressures.
Businesses need to constantly evolve and find new ways to meet customer needs and remain
competitive.

Economic Institution:

Business is a key player in the economy. It drives economic growth by producing goods and
services, creating jobs, and contributing to national income. Businesses are guided by the
desire to make a profit and invest in activities that improve market conditions, such as market
research and supply chain management.

Global Business:

With globalization, business operations are no longer confined to a single country. Businesses
can now operate internationally, connecting markets, resources, and opportunities across the
globe. This creates both new possibilities for growth and challenges, such as dealing with
different regulations, cultural differences, and global competition.

Features or Characteristics of Business:

Activity of Human Beings:

Business is driven by human actions, where individuals or groups engage in activities to
produce, buy, or sell goods and services.

Monetary Gains:

The main purpose of business is to make money or generate profits. Profit is the reward for
the efforts and risks taken by the business owner.

Exchange of Goods & Services:

Business involves the buying and selling of goods or services between producers and
consumers.

Continuity & Regularity:

Business is not a one-time event but a continuous process. It involves regular and recurring
transactions.

Creation of Utility:

Business adds value to products or services, creating utility (value) in terms of form, place,
and time to satisfy consumer needs.

Existence of Risk Elements:

Business carries inherent risks like financial loss, market fluctuations, and uncertainties that
may affect operations.

Organized & Systemized Institutions:

A business is structured and organized with specific roles, systems, and processes in place to
achieve its goals.
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Entrepreneurship:

Business is driven by entrepreneurs who take the initiative, invest resources, and manage the
enterprise to generate profit.

Financial Management:

Efficient financial management is crucial in business to ensure profitability, manage costs,
and make sound investment decisions.

Development of Vasudhaiva Kutumbakam:

This philosophy suggests that “"the whole universe is my family,” emphasizing global
harmony and collaboration, which businesses increasingly adopt.

Social Commitment:

Businesses should contribute positively to society by creating jobs, improving quality of life,
and addressing social needs.

Consumer is Monarch:

Business exists to serve the needs of consumers, who are the ultimate decision-makers in the
success of a business.

Comprehensive & Wide Activity:

Business covers a wide range of activities from production and distribution to marketing,
finance, and more.

Pluralistic Institution:

A business relies on the collective efforts of various stakeholders—owners, employees,
customers, investors, and the government—to succeed.

Different Forms:

Businesses can take many forms, including sole proprietorship, partnerships, companies,
corporations, trusts, and others.

An Institution with Multiple Objectives:

A business often has several objectives: profit-making, serving society, creating jobs, and
contributing to economic development.

Dynamic Environment:

The business environment is always changing due to factors like technology, market trends,
and government regulations. Businesses must adapt to stay relevant.

Government Control and Regulation:

Businesses are subject to laws and regulations that ensure fair practices, protect consumers,
and promote economic stability.

An Organ of Society:

Business is part of society, serving its needs and contributing to social well-being, while
operating within societal norms and ethical standards.

Innovation and Marketing as Basic Functions:

Successful businesses focus on innovation (creating new products/services) and effective
marketing to reach and satisfy customers.

Customer Satisfaction:

Businesses must focus on meeting customer expectations and providing high-quality products
or services to maintain long-term success.
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Objectives of Business:

Economic Object (Profit Motive):

Expansion of Business: Grow the business to reach new markets or introduce new products.
Profit as Reward: Profit is the reward for the entrepreneur’s risk and investment.
Protection Against Future Risk: Profits help safeguard the business from future
uncertainties.

Basis of Investment: Profits provide the funds needed for reinvestment in business
expansion or innovation.

Barometer of Efficiency: Profit is also an indicator of how efficiently a business operates.
Safeguard Employees’ Economic Interest: Profit ensures that employees receive fair wages
and benefits.

Creation of Goodwill: Profitable businesses build a reputation and goodwill in the market.
Source of Public Revenue: Profitable businesses contribute to government revenue through
taxes.

Existence of Business: Profit is necessary for the survival and growth of the business.
Service Motto/Social Object:

Consumer Satisfaction: Business must aim to satisfy the needs of consumers.

Reasonable Prices: Setting fair prices ensures customer loyalty and repeat business.
Quiality Products: Businesses must offer high-quality goods or services to keep customers
happy.

Continuous Improvement: Business should strive to improve its products or services to
meet changing customer needs.

Human Object:

Employee Satisfaction: Businesses should care about the well-being of employees, ensuring
fair wages, good working conditions, and job security.

National Object:

Protecting National Interests: Businesses should operate in a way that benefits the nation,
avoiding unethical practices like hoarding or smuggling, and contributing to national
economic growth.,

Organization:
An organization is a group of people working together to achieve common goals or
objectives.

Characteristics of Organization:

Division of Labour:

Work is divided into specialized tasks to increase efficiency.

Coordination:

All parts of the organization must work together to achieve common objectives.
Accomplishment of Common Objectives:

Every action and decision is aimed at achieving the overall goals of the organization.
Authority-Responsibility Structure:

Clear lines of authority and responsibility exist within the organization to ensure
accountability.

Communication:

Effective communication is key to sharing information and making decisions.
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Business Organization:

Business organization involves the setup and management of a business enterprise to earn
profits while serving society. It covers ownership types, the supply of goods and services,
trade facilitation, financial arrangements, management practices, and more.

Objectives of Business Organization:

Unity of Objectives:

All members of the organization work towards the same goals.

Efficiency:

Achieving goals with minimal resources and effort.

Division of Work:

Assigning specific tasks to different people or departments for better efficiency.
Span of Control:

The number of employees a manager supervises directly.

Scalar Principle:

The hierarchy of authority in an organization, from top management to lower levels.
Delegation:

Delegating tasks and authority to others within the organization.

Functional Definition:

Defining roles and responsibilities clearly within the organization.
Absoluteness of Responsibility:

Ensuring that someone is accountable for each task.

Functions of Business Organization:

Production Function:

Focuses on manufacturing goods or providing services.

Marketing Function:

Deals with promoting and selling products or services.

Finance Function:

Manages money, investments, and financial operations of the business.
Personnel Function:

Handles recruitment, training, and employee welfare.

Other Functions:

Includes functions like research and development, customer service, and logistics.

Significance of Business Organization:

Facilitates Administration:

Helps in managing the business efficiently.

Ensures Specialization:

By dividing work, employees can specialize in specific tasks.
Facilitates Growth and Diversification:

A well-organized business can grow and diversify into new areas.
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Encourages Creativity:

An organized structure encourages innovation and creative problem-solving.
Optimum Use of Technology:

Helps in utilizing technological advancements to improve efficiency.

Facilitates Coordination:

Ensures different departments or sections of the business work together smoothly.
Rapid Economic Development:

A well-organized business contributes to the economic growth of society.

Components of Business Organization

Ownership:

Defines the type of business entity (e.g., sole proprietorship, partnership, corporation) and the
legal structure of the business. This component outlines who owns the business and their
responsibilities.

Management:

Includes the leadership and decision-making processes in the organization. This covers roles
such as CEO, managers, and team leaders who guide the business and make key decisions.
Human Resources (HR):

Focuses on the recruitment, training, and welfare of employees. HR ensures that the right
people are in the right roles and that they are motivated and supported.

Finance:

Deals with the financial aspects of the business, including budgeting, accounting,
investments, and the management of profits and losses. Finance is critical for maintaining
business operations and growth.

Marketing and Sales:

Responsible for promoting products or services, market research, advertising, and sales
strategies. This component aims to attract and retain customers and maximize revenue.
Operations/Production:

Involves the creation of products or services. This includes managing production processes,
quality control, supply chain, and logistics to ensure efficient output.

Legal and Compliance:

Ensures that the business adheres to relevant laws, regulations, and industry standards. It
handles contracts, intellectual property, and disputes.

Technology and Innovation:

Covers the adoption and use of technology for business operations, including IT
infrastructure, software, and research and development (R&D) to foster innovation.
Customer Service:

Focuses on supporting customers before, during, and after a purchase. This component aims
to maintain high levels of customer satisfaction and loyalty.

Business Culture and Ethics:

Refers to the values, principles, and corporate culture of the organization. It emphasizes
ethical behaviour, social responsibility, and maintaining a positive work environment.
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Commerce

Commerce refers to the activities involved in the production and supply of goods and
services to consumers with the aim of earning profit.

Characteristics of Commerce:

Trade: Trade (buying and selling of goods) is a key part of commerce.

Subsidiary Activities: Includes services like insurance, banking, and transportation, which
help in the exchange of goods.

Link between Producer and Consumer: Commerce connects producers with consumers,
ensuring that products reach the market.

Creation of Utility: Commerce helps in creating time and place utility by making products
available when and where consumers need them.

Removing Obstacles: Commerce removes obstacles like distance and time, facilitating
easier exchange of goods.

Trade
Trade refers to the buying and selling of goods and services for the purpose of earning profit.

Characteristics of Trade:

Buying and Selling: Trade involves the purchase and sale of goods and services.

Two Parties: There are at least two parties involved: the buyer and the seller. Middlemen
may also be involved.

Profit Motive: The primary goal of trade is to earn profit.

Medium of Trade: Money is used as the medium of exchange in trade.

Risk and Enterprise: There is an element of risk and entrepreneurship in trade.
Continuous Activity: Trade is a continuous process, involving regular transactions.
Purpose of Purchase: Goods purchased are meant for resale, not for personal use.

Social Responsibility of Business

Social Responsibility means that businesses must consider the welfare of society and not
only focus on profit-making.

Features of Social Responsibility:

Two-Way Traffic: It involves both the business's responsibility towards society and
society’s responsibility towards business.

Related to Business Organizations: Social responsibility is directly linked to business
practices and their impact on society.

Universal Concept: Social responsibility applies to all businesses, regardless of their size or
location.

Public Interest: Public interest takes priority in business decisions.
EDU COLLEGE OF COMMERCE and MANAGMENT
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Broad Scope: It includes a wide range of activities, such as environmental conservation and
employee welfare.

Creation of New Socio-Economic Values: Encourages decentralization, fair distribution of
resources, and ethical business practices.

Source of Social Power: A responsible business gains trust and social power.

Foundation for Success: A business that embraces social responsibility can achieve long-
term success.

Continuous Process: Social responsibility is not a one-time action but a continuous effort.

Objectives of Social Responsibility:

Social Welfare: Contribute to the well-being of society.

Satisfaction of Human Wants: Improve living standards by fulfilling consumer needs.
Promotion of Business: Ensure business growth while keeping social interests in mind.
Positive Public Image: Create a good reputation in the eyes of consumers and society.
National Development: Contribute to the overall development of the nation.

Methods of Discharging Social Responsibility:

Adoption of Social Programs: Such as supporting education, improving environmental
standards, and creating job opportunities.

Optimum Profits: Focus on reasonable profits rather than maximizing them.

Cooperation with Stakeholders: Work together with investors, employees, and the
community for the greater good.

Integrating Social Goals into Corporate Policy: Incorporate social responsibility into the
core business policies.

Causes for Growing Concern for Social Responsibility:

Public Opinion: Increased awareness and concern from the public.

Trade Union Movements: Pressure from labor organizations for better working conditions.
Consumerism: Consumers demanding ethical business practices.

Education: Educating businesses about social responsibility.

Public Relations: A need to maintain a positive image in the community.

Managerial Revolution: Managers realizing the importance of social responsibility.

Scope of Social Responsibility
Social responsibility involves:

Business Responsibility Towards Society:
Business itself

Owners of the business

Employees

Consumers

Suppliers

Professional Institutions

Local Community

Government

10
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World Society

Society’s Responsibility Towards Business:

Owners: Provide capital and support.

Employees: Contribute to productivity.

Consumers: Demand quality products.

Investors: Invest responsibly.

Suppliers: Provide quality goods on time.

Professional Institutions: Offer expertise.

Top-Level Managers: Ensure ethical practices.

Community: Support businesses that contribute to the local area.

Forms of Business Organization

Sole Proprietorship

A sole proprietorship is a business owned and controlled by one individual, who is
responsible for all the profits and risks.

Features:

Easy to form and dissolve.

No separate legal entity (the business and the owner are the same).
Unlimited liability (owner is personally liable for business debts).
Complete control and freedom for the owner.

Limited resources and skills.

Short life span as it depends on the owner's presence.
Advantages:

Easy formation and closure.

Direct motivation and personal incentives.
Flexibility and personal touch.

High secrecy and low costs.

Disadvantages:

Limited resources and skills.
Unlimited liability.
Limited scope for growth and expansion.

EDU COLLEGE OF COMMERCE and MANAGMENT
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Partnership

A partnership involves two or more individuals who share ownership of a business and the
profits or losses.

Features:

Formation requires at least two people.

Shared profits and liabilities.

Partners have mutual agency (each partner can act on behalf of the business).
Unlimited liability.

Advantages:

More resources and better decision-making.
Sharing of risks.
Flexibility in operations.

Disadvantages:

Unlimited liability for all partners.
Potential for conflicts.

Lack of secrecy and privacy.

Partnership Deed:
A partnership deed outlines the terms of the partnership, including profit-sharing ratios, roles,
and responsibilities of each partner.

Types of Partners:

Active Partner: Actively manages the business.

Dormant Partner: Contributes capital but does not participate in management.
Nominal Partner: Lends their name to the business without involvement.
Limited Partner: Liability is limited to their investment.

Registration of Partnership: While not mandatory, registering a partnership provides legal

benefits, such as the right to sue in court. The procedure includes providing details about the
firm, its partners, and the business.

EDU COLLEGE OF COMMERCE and MANAGMENT
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Dissolution of Partnership

Dissolution is the process of ending the partnership and settling accounts.
Modes of Dissolution:

By Agreement: Partners mutually decide to end the partnership.

By Notice: A partner can give notice to dissolve the partnership.

By Occurrence of Contingencies: Such as the death or insolvency of a partner.
By Court Order: In case of misconduct or incapacity of a partner.

Procedure for Settlement:

Losses are first covered from profits, then capital, and if necessary, from partners' personal
contributions.

. Assets are used to pay off liabilities, and any remaining funds are divided among the partners

based on their profit-sharing ratio.
Compulsory Dissolution:

When the business becomes illegal or when partners become insolvent.

EDU COLLEGE OF COMMERCE and MANAGMENT
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UNIT —2

Joint Stock Company

Definition & Meaning:

A joint stock company is a business organization where the ownership is shared among
many individuals called shareholders. These shareholders own transferable shares and have
limited liability. The company has its own legal identity, distinct from its owners, and can
continue to exist independently of the members. It has a common seal and perpetual
succession (continues even if members change).

Characteristics of a Joint Stock Company:

Members/Subscribers: Individuals who own shares.

Artificial Person: A company is considered a separate legal entity.

Separate Legal Entity: The company is distinct from its shareholders.

Perpetual Succession: It continues to exist even if the members change.

Common Seal: The company has an official seal used to sign documents.

Limited Liability: Shareholders are not personally liable beyond the value of their shares.
Share Capital: The company's capital is divided into shares.

Transferable Shares: Shareholders can transfer their shares to others.

Separate Property: The company owns its assets.

. Capacity to Sue & Be Sued: The company can take legal action and be sued.
. Limited Capacity to Contract: The company can only enter contracts within its defined

purpose.

. Management Team: A group of managers or directors runs the company.
13.
14.
15.
16.

Independent Existence: The company is independent of its shareholders.

Statutory Obligation: The company must follow laws and regulations.

Business Name: It operates under its own name.

Registered Voluntary Association: The company is formed and registered voluntarily under
the company law.

Types of Companies Based on Different Criteria:

1. Based on Incorporation:

Chartered Companies: Established by a Royal Charter.
Statutory Companies: Formed by a special act of Parliament.
Registered Companies: Registered under the company laws of the country.

EDU COLLEGE OF COMMERCE and MANAGMENT

14




N~ LNE

CoNooU~LNE

10

11.

EDU SERUMX COLLEGE OF COMMERCE and MANAGMENT

2. Based on Liability:

Unlimited Liability Companies: Shareholders' personal property can be used to settle
company debts.

Companies with Limited Liability by Guarantee: Members' liability is limited to a fixed
amount.

Companies with Limited Liability by Shares: Shareholders are only liable for the amount
unpaid on their shares.

3. Based on Public Interest:

Private Limited Company: Limits membership to 50 and restricts share transfer and public
subscriptions.

Public Limited Company: Has no limits on membership and can offer shares to the public.
Government Companies: At least 51% of shares are owned by the government.

Advantages of Joint Stock Companies:

Large Financial Resources: Ability to raise large amounts of capital.
Limited Liability: Shareholders are not personally liable.
Democratic Management: Shareholders have a say in decisions.
Economies of Scale: Cost advantages of large-scale operations.
Public Confidence: Due to transparency and regulations.

Expert Services: Availability of skilled professionals.

Research & Development: Ability to invest in innovation.

Tax Concessions: Potential tax benefits for large companies.

Bolder Management: Risk-taking abilities for growth.

. Contribution to Society: Jobs, products, and services.
. Economic Development: Promotes growth and development.
. Social Responsibility: Encourages corporate social responsibility.

Disadvantages of Joint Stock Companies:

Difficult to Form: Complex process and legal requirements.

Bureaucratic Administration: Slow decision-making due to layers of management.
Lack of Personal Touch: Shareholders may not feel personally involved.

Excessive Government Control: Over-regulation can be burdensome.
Concentration of Wealth: Wealth and power are often concentrated in a few hands.
Speculation in Shares: Risk of stock market volatility.

Lack of Motivation: Shareholders may lack interest in day-to-day operations.

Slow Policy Decisions: Delays due to complex decision-making structures.
Management Issues: Poor or fraudulent management can harm the company.

No Business Secrecy: Publicly listed companies must disclose information.
Conflicts of Interest: Differences between owners and managers.

EDU COLLEGE OF COMMERCE and MANAGMENT
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Memorandum of Association

The Memorandum of Association (MOA) is a legal document that defines the company's
structure and scope. It is essential for forming a company and contains:

Name Clause: The company's official name.

Registered Office Clause: The location of the company's registered office.
Object Clause: The purpose for which the company is formed.

Liability Clause: Defines shareholders' liability.

Capital Clause: The amount of share capital.

Association Clause: Agreement of subscribers to form the company.

Features of MOA:

Fundamental document.

Essential for company formation.

Cannot be altered without proper procedure.
Limits the company's power.

Articles of Association

The Articles of Association (AOA) lay down the internal rules and regulations of the
company, governing its operations. Key points include:

Share Capital & Rights: Details on share types and rights attached to them.
Meetings: Rules on how and when meetings will be held.

Directors: Appointment, powers, and removal of directors.

Dividends: Rules on the distribution of profits.

Prospectus

A prospectus is a formal document issued by a company when it wants to raise capital. It
invites the public to subscribe for shares and debentures and provides details about:

The company's objectives.
Share capital and financials.
Directors' information.
Preliminary expenses.
Remuneration of promoters.

Reserves and surplus.
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Co-operative Organization
Meaning:

A co-operative organization is a voluntary group where people join together for mutual
benefit, often in the form of economic or social activities.

Characteristics:

Voluntary Association: Membership is open to all.

Democratic Management: Each member has equal voting rights.
Service Motive: Co-operatives exist to serve members, not make profit.
No Share Transfer: Shares are not transferable.

Limited Liability: Members' liability is limited.

Types of Co-operatives:

Consumer Co-operatives: Offer goods to members at fair prices.

Producer Co-operatives: Help small producers by providing raw materials and marketing
their goods.

Marketing Co-operatives: Assist producers in selling their goods at fair prices.

Housing Co-operatives: Help people build or buy affordable homes.

Credit Co-operatives: Provide financial services to members, especially in underserved
areas.

Farming Co-operatives: Pool resources for agricultural operations.

Advantages:

Easy formation and management.
Limited liability for members.
Open membership.

Government support.

Focus on social welfare.

Cheaper goods and services.
Democratic governance.

Disadvantages:

Limited resources and scope.

Weak management and lack of expertise.

Lack of motivation among members.

Excessive government control.

Limited leadership and poor business decisions.

EDU COLLEGE OF COMMERCE and MANAGMENT
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Formation of Co-operatives:

To form a co-operative, at least ten adult members must submit an application containing:

1. The society's name.

2. Objectives.

3. Share capital structure.

4. Names and addresses of members.

5. Bye-laws and rules of operation.

Table Distinctions between a Private Company and a Public Company

Basis of Difference Private Company Public Company
1. Members Minimum: 2, Maximum: 50 Minimum: 7, No Maximum Limit
2. Directors Minimum: 2 directors Minimum: 3 directors

Not necessary to file a prospectus or

3. Prospectus statement "in lieu of prospectus"”.

Must file a prospectus or statement "in
lieu of prospectus” with the Registrar
of Companies.

Minimum of 2 members need to sign
4. Documents the memorandum and articles of
association.

Minimum of 7 members need to sign
the memorandum and articles of
association.

Can commence allotment of shares

Cannot commence allotment of shares

5. Allotment of Shares before minimum subscription is unless minimum subscription has been
received. received.
. . . Cannot start business without
6. C_ommencement of pan start b_usmess immediately after obtaining a certificate of
Business incorporation.

commencement.

Transfer of shares is restricted by the

7. Transfer of Shares .
articles.

Shares are freely transferable.

Does not need to file its balance sheet

8. Filing of Balance Sheet with the Registrar.

Must file its balance sheet with the
Registrar.

Not required to hold a statutory
9. Statutory Meeting meeting or send a report to the
Registrar.

Must hold a statutory meeting and
send a report to the Registrar.

No provision in the Companies Act
for appointment of directors, their
consent, or payment for qualification
shares.

10. Directors Appointment

Provisions apply for appointment of
directors, their consent to act, and
qualification shares for at least three
directors.

EDU COLLEGE OF COMMERCE and MANAGMENT

18




N

10.

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT

Privileges of a Private Company

A private company has several advantages that make it attractive to entrepreneurs. These
privileges under the Companies Act allow private companies to operate more freely
compared to public companies. Here are the main privileges:

Fewer Members Needed: Only two members are required to form a private company.
Fewer Directors: Only two directors are required for a private company.

No Need for Prospectus: A private company is not required to file a prospectus or a
statement in lieu of a prospectus with the Registrar of Companies.

Immediate Business Commencement: It can begin its business activities as soon as it is
incorporated.

No Statutory Meeting: There is no need to hold a statutory meeting or file a statutory report.
Directors' Consent Not Required: Directors are not required to give their consent to act as
directors or take up qualification shares before being appointed.

No Access to Profit & Loss Accounts: Non-members cannot inspect the company's Profit &
Loss accounts filed with the Registrar of Companies.

No Limit on Managerial Remuneration: The limit on the maximum managerial
remuneration does not apply.

No Restrictions on Managing Director Appointment: Restrictions on the appointment or
reappointment of a managing director do not apply.

No Membership Index: A private company is not required to maintain an index of its
members.

Public Enterprises

Meaning

A public enterprise refers to an organization that is owned, managed, or controlled by the
state (government).

Characteristics

State Ownership: A public enterprise is wholly owned by the central government, state
government, or local authorities.

State Control: The state has ultimate control, especially over the appointment of personnel.
Service Motive: The goal is typically to serve public interests rather than making profits.
Government Financing: The government funds public enterprises through budgetary
appropriations.

Public Accountability: Public enterprises are accountable to the public for their
performance.
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Need for Public Enterprises

To support a planned economy.

To promote balanced regional development.

To generate employment.

To create a strong industrial base.

To ensure the equitable distribution of national income.
To contribute to economic growth.

To provide necessary infrastructure.

Advantages

Growth of key industries (e.g., Steel Industry).
Avoids market uncertainty.

Produces better and cheaper goods.

Preserves national wealth.

Encourages industrial growth in underdeveloped countries.

Prevents exploitation of labor, capital, and management.
Promotes planned progress.

Prevents wealth concentration.

Protects public utilities from private exploitation.

Disadvantages

"Better and cheaper production” is not always true.
High administrative costs.

Nepotism in appointments.

Slow decision-making processes.

Lack of flexibility and innovation.

Objectives of Public Enterprises

To promote rapid economic development.

To provide essential infrastructure.

To reduce income disparities.

To achieve balanced regional development.

To prevent the concentration of economic power.
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To create more job opportunities.
To boost exports and earn foreign exchange.
To control sensitive sectors of the economy.

Importance

Creation of basic social and infrastructure facilities.
Accelerates industrialization.

Reduces regional economic imbalances.

Ensures equitable wealth distribution.

Increases job opportunities.

Solves unemployment problems.

Helps in nationalizing sick industries.

Encourages private sector growth.

Forms of Management in Public Enterprises

1. Management through Private Agency

Features: The government owns the enterprise, but private agencies manage it.

Merits: Suitable for underdeveloped countries, especially when the state lacks industrial
experience.

Demerits: Private agencies may dominate, making it hard for the government to intervene or
assess performance.

2. Departmental Management

Features: Managed directly by a government department, financed by the treasury.
Merits: Effective control, loyal employees, less misuse of public funds.

Demerits: Bureaucratic red tape, lack of initiative, and no profit motive can lead to
inefficiency.

3. Government Company Management

Features: Incorporated under the Companies Act, with the government as the major
shareholder.

Merits: Flexible, like a private enterprise, with no departmental interference.

Demerits: Frequent ministerial interference, lack of innovation, and limited parliamentary
control.

4. Public Corporation Management

Features: Autonomous body created by a special act of Parliament, with directors nominated
by the government.

Merits: Administrative and financial autonomy, flexibility, expert management, and public
accountability.

Demerits: Government interference, management challenges due to size, and lack of
flexibility in amending laws.
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Multinational Corporations (MNCs)
Meaning

MNCs are companies that operate in multiple countries, managing production or providing
services across international borders.

International Trade

Definition: Exchange of goods, services, and capital between countries.
Evolution: Expanded significantly after World War 11, and especially after the 1990s, with
MNCs shifting production and manufacturing to foreign countries.

Advantages of MNCs

Promote economic growth.

Provide high-quality goods and services at competitive prices.
Bring in foreign capital and investment.

Transfer technology and expertise.

Pay higher wages, boosting productivity.

Introduce competition, which benefits local markets.

Disadvantages of MNCs

May harm local businesses by dominating markets.

Foreign capital may be poorly managed by the host country.

MNCs can avoid taxes through pricing manipulation.

After eliminating local competition, MNCs may raise prices and reduce competition.

Key Facts

The 500 largest MNCs control over half of global trade and account for one-fifth of global
GDP.

MNCs from North America, Japan, and Europe dominate the global market.

MNC:s contribute significantly to China’s exports and global trade.

Why MNCs Go International

To expand production capacity beyond the domestic market.
To compete globally.

To access new, larger markets.

To source raw materials more efficiently.

To find low-cost, skilled labor.

To increase market share.
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Importance of MNCs in India

India’s large population and growing middle class make it an attractive market for MNCs.

India has a fast-growing economy, stable macro-economic conditions, and a competitive
labour force.

MNCs in India

MNCs have flourished in India since economic liberalization in 1991.

Companies like Nokia have established major operations in India, benefiting from the
country's market size and cost advantages.
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UNIT 3
COMMUNICATION

Definition of Business Communication

Business communication is the flow of information, understanding, perception, and
imagination between individuals or groups within and outside a business. It's essential for
coordination, understanding, and achieving organizational goals.

Importance of Effective Communication in an Organization

Internal Communication:

Goal Setting: Helps align individual efforts with company objectives, like profit or quality.
Decision Making: Enables gathering facts, evaluating options, and implementing decisions.
Performance Evaluation: Monitors results through reports and statistics.

Production Processes: Communication is essential in product development, production, and
distribution.

Employer-Employee Interaction: Maintains a two-way flow of information through
policies, feedback, and problem resolution.

External Communication:

Hiring: Involves advertising, interviewing, and offering positions.

Customer Interaction: Engages customers via sales material, proposals, and service
communication.

Supplier and Finance Negotiations: Deals with contract terms, financing, and
specifications.

Investor Communication: Uses financial reports to inform investors about business
performance.

Government Interaction: Adheres to regulations through various forms and compliance
documentation.

Role of Communication for a Manager

Securing Employment: Communication skills such as reading, writing, and speaking can
significantly aid in landing a job.

Social Relationships: Effective communication maintains positive social relationships.
Job Promotion: Strong communication skills help employees stand out for promotions.
Problem-Solving: Good communicators are valued for their ability to listen and provide
constructive feedback.

Formal vs. Informal Language
Formal Language: Used in professional settings, involving specific terms, and is usually

more structured.
Informal Language: More relaxed and casual, often used in personal or less formal settings.
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Communication Process

Communication is a two-way exchange of ideas or information between individuals, aiming
to achieve a mutual understanding.

TSVEAR COMMUNICATION (SESIER'S
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Steps in the Communication Process

Sender’s Thoughts:
The sender starts with a thought, like a request or question, that they want to share.
Encoding:

The sender translates their thought into a clear message using language or symbols, so it can
be shared. For example, if they want a job, they write a job application.

Transmission Through Media:

The message is sent through a chosen medium, like an email, a letter, or a phone call, to reach
the receiver.

Noise and Barriers:
Various obstacles might affect the message during its journey:

Sender’s side: Distractions or mistakes while creating the message.

Medium: Issues like poor TV signal or misprints.
EDU COLLEGE OF COMMERCE and MANAGMENT

25




o

~

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT

Receiver’s side: Problems like lack of focus or emotional barriers.
Decoding by Receiver:

The receiver reads or listens to the message and tries to understand it.
Idea Received:

The receiver now has the sender’s idea in mind. In our example, they understand the sender’s
interest in a job.

Feedback:

The receiver responds to the sender. This could be a positive response, a rejection, or even a
request for more information. This feedback completes the communication process.

FIVE ELEMENTS (FACTORS) OF THE PROCESS OF COMMUNICATION:
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Communication is the exchange of ideas between two minds. This process of exchanging
idea is based on following five factors.
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Five Elements of Communication

Sender:

The person who starts the communication, forming an idea in their mind (e.g., a request or
order). For effective communication, the sender should be clear and knowledgeable about the
message.

Message:

The sender’s idea turned into words or symbols. The form and style of the message depend
on the subject, audience, and situation.

Media:

The method used to deliver the message, like TV, radio, email, or a letter. The choice of
media depends on the message type, audience, and urgency.

Receiver:

The person who receives and interprets the message sent by the sender.

Feedback:

The receiver’s response to the sender, which completes the communication process and
confirms understanding.

Verbal Communication Types

Speaking:

Important for giving instructions, interviewing, attending meetings, and placing orders in
business.

. Writing:
Used for more detailed or complex messages, like letters, reports, forms, and records.
Listening:

Essential for understanding information and instructions. It’s an active part of business but
often, 75% of the message is forgotten over time.

Reading:

Involves understanding written reports, policies, and statements essential for business
activities.

EDU COLLEGE OF COMMERCE and MANAGMENT

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT

27




SWOT Analysis

=l JSTRENGTHS I WEAKNESSS s

li[ ” - Obu
, y
OWEAKNESSS

Understanding SWOT Analysis
SWOT Analysis is a tool that helps you identify:

Strengths: What you’re good at.

Weaknesses: Areas where you could improve.

Opportunities: External chances to grow or expand.

Threats: External issues or competitors that might cause problems.

It can be used by both businesses and individuals to understand how to grow, take advantage
of opportunities, and manage any risks.

How to Use SWOT Analysis
1. Strengths:

Think about what advantages you or your business has.
Identify what you do better than others, like unique skills or low costs.
Look for strengths that help you stand out in your field.
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2. Weaknesses:

Consider where you can improve and what could be holding you back.
Be honest about factors that might cause lost opportunities or sales.
Think about weaknesses both from your point of view and from others' perspectives.

3. Opportunities:

Look for trends or changes in the market that might benefit you.

Think about changes in technology, government policies, or social patterns that could be
good for you.

Consider how your strengths can create opportunities, or if fixing weaknesses can help you
grow.

4. Threats:

Identify potential obstacles or competition.

Look at risks from new technology, competitors, financial issues, or changing industry
standards.

Consider if any weaknesses could turn into serious problems.
Tips for Effective SWOT Analysis

Be precise with statements (e.g., ""cost advantage of $10" rather than "good value").
Prioritize key factors to focus on the most impactful issues.

Combine with other tools if necessary for a fuller picture (e.g., TOWS Matrix, PEST
Analysis).

Example SWOT for a Small Consultancy:

Strengths: Quick response time, strong lead consultant, low overhead costs.
Weaknesses: Limited market presence, small staff, inconsistent cash flow.
Opportunities: Growing local market, competitors slow to adopt new tech.
Threats: Rapid tech changes, competition from bigger firms.

Key Takeaway

SWOT Analysis is a straightforward tool that helps you focus on your strengths, address your
weaknesses, and take advantage of opportunities.
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UNIT-1V
NON-VERBAL COMMUNICATION

Non-Verbal Communication

Non-verbal communication is the exchange of information without using words, involving
things like:

Facial expressions
Eye contact
Gestures

Posture

Tone of voice

Why Non-Verbal Communication is Used

Words alone sometimes aren't enough.
Non-verbal signals can be stronger and more honest.
Helps convey feelings effectively.

Adds an extra layer for complex messages.

Forms of Non-Verbal Communication

Body Language: Facial expressions, gestures, and posture.
Para Language: Pitch, volume, tone of voice.

Sign Language: Visual signs like thumbs up or nodding.
Audio and Visual Signs: Sirens, alarm sounds, emojis, etc.

Communication Channels

Channels of communication can be internal (within an organization) or external (with
outside parties). It includes:

Formal channels: Follows official hierarchy, includes vertical, horizontal, and diagonal
communication.
Informal channels: Casual, like grapevine communication (chatting informally).

Barriers to Communication
Challenges that disrupt communication include:

Physical barriers: Noise, distance.
Language barriers: Confusing language.
Cultural barriers: Differences in values and norms.

Emotional barriers: Mistrust, fear, and defensiveness.
o EDU COLLEGE OF COMMERCE and MANAGMENT
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Overcoming Communication Barriers
To reduce these barriers:

Keep communication short and clear.
Use simple language.

Practice active listening.

Build mutual trust.

Encourage feedback.
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UNIT -5

Purposes of Written Communication in Business

Communicating Decisions: Management decisions, like objectives, policies, programs,
procedures, and budgets, are often documented in writing for clarity.

Future Reference: Written records help preserve information for future use, especially when
it’s necessary to contact multiple people.

Skill Requirements: Writing effectively requires memory, creativity, observation, clear
thinking, and language mastery.

K.1.S.S. Principle: Keep written communication short and simple to ensure clarity and
purpose.

Importance of Written Business Communication

Written communication is vital in business, much like oral communication in social life.

Organizational Reach: Allows communication across many people, even over long
distances or when phone access isn’t available.

Record-Keeping: Provides proof and a reference for future decisions.

Authority and Responsibility: Documents responsibilities and decisions, which is essential
for business structure.

Unchanging Need: Despite modern tech (fax, email), written communication remains
essential.

Advantages of Written Communication

Provides ready reference and records.
Builds legal defenses.

Promotes consistency in policy.

Can reach a wide audience.

Offers clarity and accuracy.

Allows secure, thoughtful responses.
Clear guidelines enhance understanding.

Disadvantages of Written Communication

Storage can become a burden, and records can be lost if not well-kept.
Poor writing skills can weaken communication effectiveness.

Lacks immediate feedback.

Costly in terms of resources.
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Can feel formal and lacks a personal touch.
Requires time for creation and distribution.

Types of Written Communication

Documents: Reports, manuals, memoranda.
Media: Newspapers, magazines, circulars.
Instructions: Orders, rules, diagrams.
Devices: Telegrams, telex, fax.

The Need for Business Letters
Business letters are essential for:

Customer Service: Addressing complaints and queries.

Company Image: Letters shape the company’s reputation.

Records: Written records support company decisions.

Building Goodwill: Helps maintain and improve customer relationships.

Functions of Business Letters

Expanding Reach: Reaches people beyond the local area.
Information Sharing: Disseminates information efficiently.
Legal Proof: Serves as proof of contracts or agreements.
Record-Keeping: Provides a history for future reference.
Goodwill: Maintains positive relationships and impressions.

Types of Business Letters

Information: Sales, general inquiries, offers.
Goodwill: Greetings, thanks, sympathy letters.
Problem-Solving: Complaints, overdue notices.
Routine: Routine orders, quotations.

Special Purpose: Employment, agency letters.

Essentials of an Effective Business Letter

Simplicity: Use clear and polite language.

Conversational Style: Write as if speaking directly to the recipient.

Clarity: Ensure clear thoughts and goals.

Positive Language: Use words that create positive feelings.

Emphasis on Key Points: Start and end strongly.

Tactful Approach: Deliver bad news delicately.

Ethics and Cultural Awareness: Respect business ethics and cultural sensitivities.
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Structure of a Business Letter

Heading: Name and address.

Date: The letter’s date.

Reference Number: For tracking purposes.

Contact Information: Telephone/fax/email.

Inside Address: Recipient's address.

Subject: The main point of the letter.

Body: Main content.

Closing and Signature: Polite closure and sender’s signature.
Enclosures: Attachments, if any.

Explanatory Chart of Given Elements

Each element has its vital role in preparation of a letter, which can be easily understood by
the following chart.

S.No

Element Particulars

Universal Publication Limited, Singi Gali, Agra
(U.P.) - The sender's name and address are
usually inserted at the top of the letter, either
centered or on the left-hand side.

Heading

Date 10 Feb. 2003

Reference No. Ex/Gen./101/03

Tel. no.: 91-0311-215425, Fax no.: 91-0311-

Telephone/Telex/Fax/Email 215481, Email: universalpub@rediffmail.com

M/S M.B. & Sons, 101, Khajuri Bazaar, Indore
(M.P.) - Correspondent address usually inserted
on the left side; also used for transparent
window envelopes.

Inside Address

Kind Attention to Shri A.K. Bachchan or
Smt./Mrs. Jaya Bachchan, etc. - Use if attention
Attention Line is required for a specific person, placed two
spaces below the inside address and two spaces
above the salutation.

Subject: Supply of T.V. Sets or Subject:
Payment of bill of Rs. 10,500/- - Helps the
reader quickly understand the letter's purpose,
placed before the salutation.

Subject of the Letter

Example: "Dear Sirs" (for firms or companies),
"Dear Sir" (for individual officers), "Dear Rajni
Ji"" (for close relations) - Serves as a polite
greeting.

Words of Honour/Salutation
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Examples: "We have the pleasure to inform
you," "Many thanks for your letter,” "With
reference to your letter dated,” "We
acknowledge receipt of your letter," etc.

Starting Sentence

10

The main message of the letter, typically
includes: (a) Reference to prior correspondence
(b) Main message (c) Stating intentions or
expectations.

Body Part

11

Examples: "We look forward to hearing from
Closing Sentences you," "We would be grateful for an early reply,”
"Hoping to hear from you soon."

12

Polite way of ending the letter; examples
Complimentary Close include "Yours faithfully™ (if salutation is "Sir")
or "Yours sincerely"” for close relations.

13

Placed between the complimentary close and
the writer's name; format can vary depending on
individual, firm, or company - e.g., "Yours
faithfully, //Signature// Salman Khan" or "For
Govind Khemka //Signature// Managing
Director.”

Signature

14

Used to identify the typist of the letter, typically
Identification Marks in the bottom line; e.g., RG (if typed by
Ramgopal).

15

Two spaces below the identification mark;
Enclosure indicates the number of enclosures, e.g., "Encl.
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10.

11.

12.

13.

14.

STRUCTURE OF A LETTER

Name and Address (Heading)

Attention to Someone (if necessary):
NAME ..
Subject of the Letter

(Usually Bold, Sometimes Underlined)
Words of Honour/Salutation

Dear Sir/Madam .........cccccceveeveiivereeiennn
Starting Sentence

Closing Sentence

(This is usually one or two sentences summarizing the main points of the letter, along with a
'thank you' or 'see you soon' statement)

Complimentary Close

Yours/Yours Sincerely/etc.

Signature of Sender

Signature & Title of Sender & Designation

Enclosures (If Any)

Number and Subject
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UNIT -6

The Modern Means of Communication in India

Communication helps us send and receive messages and ideas from one place to another. In
the past, it was challenging to communicate over long distances, but modern means of
communication make this easier and faster. Here are some of the key ways people
communicate today in India.

1. Email

Email has become a standard for business and personal communication. Since its
development in the 1970s, email has allowed people to exchange ideas, maintain contact with
friends, and run marketing campaigns efficiently.

2. Conference Calls

The telephone allows multiple people to talk at once through conference calls. This has made
remote meetings possible, saving businesses travel time and expenses.

3. Fax

Though not as popular as before, fax machines send printed documents over telephone lines
and are still used for sending sensitive documents.

4. Instant Messaging & Video Calls

Services like WhatsApp and Skype let people send messages instantly and even make video
calls. Skype is helpful for families and friends abroad, as it offers free internet calls.

5. Smartphones

Phones like the iPhone and Blackberry offer tools beyond calls and messaging. With apps
that can handle everything from weather updates to recipe suggestions, smartphones have
become an essential tool for daily tasks.

6. Social Media

Facebook allows people to stay in touch, organize events, and share photos with ease.
Twitter is popular for sharing short updates and keeping up with news. Both platforms have
millions of users worldwide.

7. Letters

Although not as common as before, letters are still valued for their personal touch, especially
in formal communication.
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8. Telephone

Telephones, whether landlines or mobiles, allow instant voice communication, which has
become essential in today’s world.

9. Radio and Television

These are traditional mass communication tools, providing news, music, education, and
entertainment to large audiences. Stations broadcast important announcements, weather
reports, and even train and flight schedules.

10. Cable TV

Cable TV has introduced more variety in programming, with channels dedicated to specific
interests like sports, news, and movies. Satellite technology has made it possible to broadcast
international events live.

11. Telex

This service allows businesses and government offices to send typed messages quickly over
long distances.

12. Newspapers

Newspapers, magazines, and books are popular for sharing news and information in print,
reaching a broad audience daily.

13. Cinema

Cinema is a popular entertainment medium, and it is also used by the government to educate
people through documentaries, especially in rural areas.

14. Satellite Communication

Satellites support global communication, providing high-quality transmission for television,
internet, and phone services. It is reliable and accessible worldwide.

15. Computers and Internet

Computers have transformed how we communicate and work. With the internet, people can
connect instantly, share documents, and work remotely. E-commerce, which allows buying
and selling online, is another vital use of internet technology.

EDU COLLEGE OF COMMERCE and MANAGMENT

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT

38




Introduction to E-commerce

E-commerce (Electronic Commerce) is buying and selling products or services through
electronic systems like the internet. This includes:

Online shopping for retail goods,
Online banking, and
Online booking of tickets for travel or events.

Types of E-commerce include:

B2B (Business-to-Business): Businesses selling products to each other.

B2C (Business-to-Consumer): Businesses selling directly to consumers, like online retail.
C2C (Consumer-to-Consumer): Consumers selling to each other, often through online
auctions.

Advantages of E-commerce

For Sellers: Business can be done 24/7, and they can reach a global audience.
For Buyers: Shopping is convenient, and there are a wide variety of options available
without leaving home.

Disadvantages of E-commerce

For Sellers: Limited options for perishable goods and lack of personal interaction with
customers.
For Buyers: Waiting time for delivery and concerns over privacy and security.
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