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SOLE PROPRIETORSHIP AND HINDU 
UNDIVIDED FAMILY BUSINESS 

Learning Objectives 

After sludytng this <'hapter. vnu should be able to ; 
5. I. l>cflne sole proprietorship 
5.2. State U1e fe<1hircs ul sole proprietorship 
5.3. De:;1:ribe the ntcrlts of sole proprietorship 
5.4. Explain the drn1crlts of sole proprietorship 
5.5. .Name th(' buslnt•sscs for which sole proprietorship ls suitable. 
5.6. State U1e me-anln~ and features of Hindu undivided family business 

5. 7. DeM:ribe the 111c1its of Hindu undl\;ded familv business 
5.8. State the dcnll'lit~ of Hindu undt11ded family- business. 

Sok propnctor.lup 1s a 11nc-1nan business. It is the ,implcst. the oldest and an some rc>pc,ls 
the most natural fonn of business 1n the private sector. 

5.1 \IEANING OF SOLE PROPRIETORSHIP 
Sole proprietorship nu:ans o business owned, financed and controlled by a single pcr,;on. The 

O\VO<!f, callc<l. the pn:rrictor. alone IS ~csponsiblc for the profits and loss of the business) So1nc 
popular defin1llons ol sole propnctorsh1p an: given below . 

Tire i11dil•id1111/ propriet11r.1·l1ip i.1 tile ft1r111 of b11.vi11ess organisatio11 at tlie head of w/lklt st1111d.~ 
an indii•idual a.1 one w/111 i.~ re.v111111ib/1', who directs its operati1111s a111l who a/011e r1111.1 tlte ri\k 
of failure. - l .. H. Jla11ey 

A s<>le pr11priet11r is a person w/111 curri<•> 1111 b11.1i11ess exclusiw!I)' by a11d for hi111.>elf. lie ;, 
not 011/y the 11w11er of the capital of tlie 11111/ertaking, but is usually the arga11i1er and 111a11a.i:l'r 
and take.~ all tlte pr11fit1 (Ir re.1p111nihilit)' for losses. - Jan1e1 Step/le11>on 

Sole trader hu~ine.1.1 i1 u type of b1Hi11ess 11ni1 ll'llere one person i.1 .111lely rt'lp11111ihle 
for proi·idi11g tire capital, fllr hearing tlte ri.11< 1if the enterpri\e and for the manage11re11t of 
busi11e'>s. - J.L. Ha111e11 

The i11dii·itl11a/ proprietor is tlie .111pre11re judge 1if all 111atters pertaining t1• lli.1 b111ine'"• 
.'>ubject 011/y tll tire ge11eral /aw.1 of land u11tl tll .111,-/r special legislation a.1 uray affect lii.1 particular 
bu~iness. - Kimball & Ki111bafl 

The proprietor.1/rip i.1 that fi1r111 11/ h111i11ess orga11i'>atio11 wlrh·h i.1 o..-11ed, managed and 
co11trolletl by a .1i11gle inJi1·iJ11al 11·!111 receii·e.1 all profit.' and ri.<;k1 all /ri.1 pr11perty (t..t:<·ept a ~mall 
a111011111 son1etinre.1 e.1:t•111pted hy /all') in tire .1ll<'t'l!S.1 "'failure of a11 enterpri.\e. 

- Charle:. flppets 

,f 111/e propriet11r,1lrip lta1 1111 lt•g11/ exi1te11ce apart fri1111 tire proprietor lri111.'>elf. He i1· tire fir111.. 
_ Peter11111 & 1'/011·111an 
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~enoaal toaell : <'fhe sole proprielor can ma1nta1n pcnooat 
em

1 
ployccs .. Hheh~an caler to lhe requiremenls of each and every ~Hewilh ~«NMDC ht ... 

re auons w11 1s employees/ · cu ...., build hultlij 
./f. FleidblUty of operation• : A sole 1rader or husiness is usual! 

slrucrurc. h can. therefore. be adJU<lcd cu..~ily "hc"ncver necessary Thy small in •ize lllld Simple la 
or rcdu~c his busmc-s.' operations 10 suu 1hc di3 ngmg condiuons. m ~:':c::' can CUiiy ""PMiJ 

8. Econo~~ : The propricror is lhc O\\ ncr. manager and conrrollcr of ~css 
npJl<>ml spcc1a!is1s for vanous funclu>ns. Therefore the manau •mcnt He does -. I I . . . . . • . . .,c or propne1onb1p is •nc~ ....... 

9. Soc a ullllt\ . Sok propneh>"h1p prondcs an opportunit • . , ·...-·-•ve. 
I I

. -. Y •Or gam.ul sclf-cmplo 
11> pcr,on' w11 1 tmlled money. h offers a "ay of earning an honourahl I · Yment 
not w.1n1 lo wor~ und<!r olhers. h also facilitaks equitable dJstribut1on :r iv1~g to tbod~e who du 
I 
.. I . I • d. . I . • . . . . . . . . mcomc an wealth. It 
c.ll s Lo I le c\e oprnent ol pctsonul 4uahues such as self-relinnce imt1alivc and ·b· . 

Sole propnetorship provitks cquul npnonunaty to everyone to use his rcsour·, .. ~espol nsi ihty. 
. 1 • • · . ccsanuwcntto~ 

max11num advantage. 

SA OE\IERITS OF SOLE PROPRIE l'ORSHIP 
Sole propnetorship suffer' from the folll>Wtng drawback» : 

\.;' I. Limited capital resource\ : The iinandal resources of a sole trader ure li1nitcd. He has 
lunircJ funds and his borrowing c3pacit) is !united . 
./.2. l.in1itcd managerial ahilit) : One person c;funot b.: expen in each and C\Cf) function of 

business. All the qualities requ1n:J for success in husmess are rarely found in one 1nd1\ 1dual. The 
propnctor may not be able to dcvolc sufficient time to all the activities. I le may commit errors of 
JUdgerncnt and his decisions 1nay be unbalan1:cd. In the absence of experts, di\ is1on of labour is 

nt1t possible,.-
• 3. Unlimited liabilit) : The prorrietor is personally liable for all the losses ol business. Fear 
llf loss of personal property due to foi lurc of business makes the prorricttir \Cry cnultous and 
conservulivc ,A$ a rcsuh. the busmcss nu1y fail 10 gro'>' and keep pace with new devdopmcnts in 

us purticular licld 
-v4. llncertain life : Sole proprietorship docs not enjoy the continuity of existence. It is dependent 

on 1hc ltfc of the proprietor. Busines' may ct11nc to a slands1ill due 10 the illne". insolvency and death 
uf the p1uprietor His successors may not he .:ap;ihle caough to carry on the business succ~-ssfully. 
, _,)· Lin1ited scope. for e\pan~ion . : Due to limrte<l financial and managcrial resources. there is 
linlc scope lor expansion and growlh 1n sole propnctorship. In the absence of large ~calc operauons. 

11 ennnol take a<lvantage of economics of large scale operationy 

Soll' Proprictor\bip at a Glance 

Advu111age~ Di\ad1•a111a1:e' 

I. Ease of lonnation. I. Limited capital. 

1 Incentive to work. 2. Lack of spccialisalll1n. 

l (.luick decisions. .1. Lack of stnbihty. 

.+. Independence in control. .+. Unlim1ted liability . 

5. Pro111pt dccis1ons. 
5. No scope for cxpansmn and gl"owth. 

h. Ru,iness secrecy. 

7, Personal touch. 
8. Flexibility of opcr:uion~. 
9. Social advantage. 
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ORStUP arc as follt>\vs: ,Rt£f etc1rsh1p • . 
., pRO 1• propnn ,c.I by one 1nd1v1dua1. "l't. SOL"" f so• JJv 011 ~ • • nc _ ... 111l15 Of .... ,1ensllC> 0 ~hip IS whob, rro\VCd funds. •, _. - Ril ,,__ nct11,, . 

111 
o . 

- dill"IJlliJh' . A sole pf'\IP ·alth ,,r Jro 11 rbe c.IL"Cisions pcnain1ng to the 
1111 rsblP · own"' kes J ·1 d · h _ _,,. __.., ...-•t • m hrs 1,mc ta · eeincn1 arc \es e in t c sa f'l .· .,,.. ~-- capital •"' 1c111r •1 d 111an;J_ 

1
. · h Ille 

,;.. die roial I . The prorr () incrslup an J11·n1ate control ics \\'ti hi111. 11111'- con•ro · 1><>dv ' t>ut u ,r ~-a---•• consult ~n) 1·:1r rhc '"'ner 1 id.:ntiiy separate from that of"· 
'-"" u1rtd '° 1 ·cJ 10 " . no lcga . Th b " , ... 

ffe IS nol rcq , be crnp o) Jup ha' d h". bUStno:ss. e UStnc,s ilnd 
1

1.... 
1llS ma~ I· nropncttll" · ·tor an " · · · · I "d "II: 

Somr II""" ... , : A so' r ' th<" propnc h busmess IS drsso \ <.: ' BUs1n~ 1· !lio kSal ta • bc111c.:n . )\·cnl t e 
.._..... _ _.cs no d1>t111c11on. bt-corn•'' mso 

nre 1.1" """' '" ncr Ji•"< ''r b 1· h b 
-rhcr If the ' 1. bk for all the de ts o t e us111e<;S. I c:ust 10.,. J the -.unc(' onallr ta • • 

.,.orm:fM arc on<" 
1111 

Th proprietor is pt.'l'S • . 1 property of the propnetor can be a 
r- . . rd li•bilit1 : c • the persona - h . 
• ,, l"abm11 . · 10 meet' 1l' Jcv1'. . entitled 10 all I e protr1.s and lo«~ , re m,uffie1cnt · •1 >r alone t> • 

1 
·-.q ~ as..cts 

4 

. . , • !'he wlc prvpn< ' bod 10 share chc prohts or osscs. " ~. _,
0 profir.,h~nni: • •• ". anJ there 1s no } ., ·h· · . ,. I
i bear' rhc c11111pkk n. k . d n b)' 3 sole proprietor~ 1p ts gcncrc

1
1Jy 

1 
bus111<S> c · • irons carne o r th , f 
" ,· . J ~n arrincc limrt~J JirnJs anu manage ' • 6 Sm311 •ilc : 1'h1• ,,Jlc ''' op.:rn . . ·n·1l uhilitv. Thcre1orc. e area o opcratia111 A ,., c Ira 1.·r ,.,. · -

li11111<J. 1 1 Jhti. are reyuired ro start, manage anu Jissoll'c 1. , 0 legal formullllc1 : No lcgu omt "' 
1r.1Jcr business 

SJ \llRllS OF SOI E PROl'Rli!. fOHSllIP 

., The 11111in ath .1111agcs of rrorricturshrp arc as liillows : 

ifi J,l<c111i 10 1rurt 11nd dl~sohc: A sok prorrrctorship can be se1 up e:l!;ily and quickly. No le 
1t;m1ah11c; "nu cxpcnd11urc arc involvcu m the cstabhshmcnt of a proprietorship. nicrc 1s no nccc 
10 ""Oc1.1tc others or to enter 11110 Dll) agreement Only <t license may be nccdcu in special COISll 
The pr .. prictor can s1.111 busincs~ operutions us and when he desires. S1n1ilarly. a sole pn1pnc10rs~~ 
L'3/l h~ do,cd do11n \·cry cnsily and quickly. 

~ ~lrili\·auon ro 
11

ork : I he proprietor al11111: rs entitled to recci\'c all the profit~ of bu,1ne,11ii b, •l<•nc h•s tu bcur di lo"c · Th • • · . d ' · 
·•-e . . ' · · s. ere '' a ll"l"CI rdatroaslup bcJ\\ cen clTort ~nd rc\1·ard Therefir. ..,..., is .m l11t:cn11\c lo Worl hard The . • . . . 

il11Js anti rc>0urces 10 111. . · . prnpnctor is motr1 atcd to 1nak.c the best possible use ofu , a\1m1sc profits_,., ...) Quirk de · · 
th • <h1on\ : The ~·le Prop t , 

lo em 

1

~1 consult orhcf'l or s~:c ohr ~s cornpletcly free to take Jcchion, and 10 implem. unprovc me cffi"' ~~ · ••A t err appro\al Q · k d . . . L.. 

"ill th , icrcncy 01 business ......_, - · urc · eci,,1ons and prompt ac11ons "' • crc,orc, not let OflCratrons. The pr • 
.A. lnd,Pt d, any Opponunny shp aw . 0 Pl"lcJor can lakc on the spot dccbtons lo his ..... n cn1 conrrn1 . ·rh a)./' 

"""lf1Css ff • c ~>le 
"llh dnd e crtjoy~ Co I proprietor IS lhc s . 

l\utJio "°body can •nrerr. m~ ere frl"tuom uf a . . uprcn1e Juugc of all rnarrer~ pcrtam~ 
the ,,{,~;_:cync1 ~, Pllfts1b1111, c:~. in hrs \1·ork lie c•Cclton. l\n legal lonn:1f1trcs arc to be compllCll 

-.. o ht ' ~c Vcs1 J · " rcrses • 
\ s. ~<tr u111cssy c in the &.irne '. . conrrof o1cr all f11nc11ons of bustne> ''P<t '<) or arr . Person. Pers . J • ro1~ ~'"'Ii.ire h •ir, : 'the • · ona supcn1s1on helps to imp Co171l'<l1t1\o \fret1 his secrets W11J Sole lril\lcr rs 

gr ' Olhcr~ , . . nu1 rcnu. ·d 
. ._ o111pJ. • , rrc to bl' ·n . ' 

cte ~Cerce;· • pu ts his Hccounis. fie I) 0
1 busin . . . . an' 1 r 
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