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'5.3. Describe the merits of sole proprietorship
5.4. Explain the demerits of sole proprietorship
5.5. Name the businesses for which sole proprietorship is suitable.

5.6. State the meaning and features of Hindu undivided family business
5.7. Describe the merits of Hindu undivided family business

5.8. State the demerits of Hindu undivided family business.

Sole proprietorship is a one-man business. It is the simplest, the oldest and in some respects
the most natural form of business in the private sector.

5.]J~IHEANING OF SOLE PROPRIETORSHIP

Sole proprietorship means a business owned, financed and controlled by a single person. The

owner, called the proprictor, alone is responsible for the profits and loss of the huuim:ssﬂ Some
popular definitions of sole proprictorship are given below :

The individual proprietorship is the form of business organisation at the head of which stands

an individual as one who is responsible, who directs its operations and who alone runs the risk
of failure. — L.H. Haney

A sole proprietor is a person who carries on business exclusively by and for himself. He is
not only the owner of the capital of the undertaking,
and takes all the profits or responsibility for losses.

but is usually the organiser and manager
— James Stephenson
Sole trader business is a type of business unic where one person is solely responsible
for providing the capital, for bearing the risk of the enterprise and for the management of
business. — J.L. Hansen
The individual proprietor is the supreme judge of all matters pertaining to his busfnr:.ﬁ
] s of h special legislation as may affect his particuiar
only to the general laws of land and to such specia y aff :
?:;:ZL : 3 — Kimball & Kimball
The proprietorship is that form of business organisation which is owned, managed nn;
controlled by a single individual who receives all profits and risks all his pru;:!frr_r (except a sma
setimes ex d by law) in the success or failure of an enlerprise.
amount sometimes exempied D) A

'l “ﬂf’ pl EFH'I'-E'" .I":.‘.I‘.I' JH.H ni JI ] L 'l'l ] 1 1 I‘ﬁ Hf ".'I' -rkf ﬁ-' m.
i = , n P ' .-L ..

i

R e T T e RN AT



rer
ST

e I ; ._- . '- rShhr s o, -..'-.”:f. G e 4an of

not want 1o
gﬁ;;hﬂ:;dw?tupm:;ufpamqmliﬁmmﬁuﬂ : initiative
e ictorship provides equal o ity to everyone to use his resou

mak_ImFlummndi_ i opportunity to everyone to use hi
5.4 DEMERITS OF SOLE PROPRIETORSHIP
Sole proprietorship suffers from the following drawbacks :
\A. Limited capital resources : The financial resources of a sole trader are limited. He b
sl limited funds and his borrowing capacity is limited. T
_ 2. Limited managerial ability : One person cdnnot be expert in cach and every function of
buslnﬁ&. All the qualities required for success in business are rarely found in one individual. The
proprictor may not be able to devote sufficient time to all the activities. He may commit errors of
judgement and his decisions may be unbalanced. In the absence of experts, division of labour is
not possible. |

"h

g:; Ly 3. Unlimited liability : The proprietor is personally liable for all the losses of business. Fear
e of loss of personal property due to failure of business makes the proprietor very cautious and
‘ES‘;,! conservative, /As a result, the business may fail to grow and keep pace with new developments in
hi : : 53 )

p its particular field.

4. Uncertain life : Sole proprietorship does not enjoy the continuity of existence, It is dependent
nd on the life of the proprietor. Business may come to a standstill due to the illness, insolvency and death
of the proprictor. His successors may nol be capable enough to carry on the business successfully.

Iri:'! - . = - - -

his 5. Limited scope for expansion : Due to limited financial and managerial resources, there is
1."-""'. - s . =
hiftle scope for expansion and arowth in sole proprietorship. In the absence of large scale operations,
it cannot take advantage of economics of large scale operations.
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Ip Sole Proprietorship at a Glance

ad 4dvantages Disadvantages

Limited capital.
. Lack of specialisanon.
. Lack of stability.

Ease of formation. |
g
L
4. Unlimited hability.
5

l.
18 7 Incentive to work.

+d 1, Quick decisions.

S. 4. Independence in control.

e 5. Prompt decisions, ~No scope for expansion and growth.
6. Business secrecy

o 7. Personal touch.

= 8. Flexibility of operations,

| 9. Social advantage.
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