
Subject: Businessstudies
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Class: JSS1
Week: Week4

LearningObjectives
1.DefineBusinessOrganization
2.Explaintypesofbusinessorganization
3.Mentiontheadvantagesanddisadvantagesofthevarioustypesofbusinessorganization

MeaningofBusinessOrganization
Abusinessorganizationisanentityaimedatcarryingoncommercialenterprisebyproviding
goodsorservices,tomeettheneedsofitscustomers.

TypesofBusinessOrganization
Thefollowingarethefourformsofbusinessownership
1.Soleproprietorship
2.Partnership
3.Co-operativesocietiesand
4.Privateandpubliclimitedliabilitycompanies

SOLEPROPRIETORSHIP
Thisisabusinessorganizationestablished,owned,financedandcontrolledbyonepersonwith
theaim ofmakingprofit
AdvantagesofSoleProprietorship
1.Itrequiressmallcapitaltoestablish
2.Decisionsarequicklymade
3.Heorshedetermineslocationofthebusiness
4.Itiseasytoestablish
5.Alltheprofitsbelongtotheowner

DisadvantagesofSoleProprietorship
1.Capitalisusuallylimited
2.Asoleproprietorbearstherisksandliabilitiesalone.
3.Theytendtolosetheirbestworkerstocompetitors
4.Heorshemaynotbeabletoemployexpertsduetolimitedfinancialresources
5.Moneymadeindoingbusinessmaybespentonpersonalmattersorirrelevancies.

PARTNERSHIP
Thisexistswhentwoormorepersonscometogetherforthepurposeofdoingbusiness.Bylaw,
thenumberofpersonsthatcanform apartnershipisbetween2and20.
AdvantagesofPartnership
1.Thereismorecapitalfordoingbusiness
2.Thereisusuallymorecommitmenttowork
3.Betterbusinessdecisionsareusuallymadebymorethanoneperson
4.Businessrisksandliabilitiesareshared
5.Morejobsarecreated.
6.Thereisadiversityoftalentsamongthepartners.
DisadvantagesofPartnership
1.Liabilitiesareusuallylimitless
2.Disagreementbetweenpartnersmayaffecttheabilityofthebusinesstomakeprofit
3.Decisionisslowerthanthesoleproprietorship
4.Deathofoneormoreactivepartnersmayendthelifeofthecompany
5.Capitalbeyondthemeansofthepartnersmaybedifficulttoobtain.
6.Introductionofanewpartner,ifnotwellmanagedmayendthecompany.



CO-OPERATIVESOCIETY
Thisisanassociationofindividualswithacommoninterest,whoagreetocometogetherto
promotewelfare.
ThereareseveralformsofcooperativesocietiesoperatinginNigeriatoday.Someoftheseare:
ConsumerCooperative:Thisisaform ofcooperationinwhichindividualswhohaveacommon
interestcometogethertobuygoodsinbulkandatcheaperpricesformainlyconsumption
purpose.Theybuyfrom distributingcentresorwholesalersinbulkandresaletotheirmembersin
lesserprices.
FarmersCooperative:Thissocietiesareformedbyfarmerswhowanttotakeadvantageof
cheapseeds,seedlings,grainsandfertilizerssuppliedbygovernmentmarketingboards.Thiscan
beformedatlocalorstatelevel.
ThriftandcreditCooperative:Thisisformedbyindividualswhosecommoninterestinclude
borrowingmoneyandbuyinggoodsatreducedprice.Theyareformedthroughvariousnetworks:
employees,communityandmarket.Exampleisisusu(monthlycontribution).Inmostcasesthey
operatesbyunwrittenagreementandunregistered.

AdvantagesofCo-operativesociety
1.Membersareallowedtopaybackdebtsininstallment
2.Profitsaresharedinproportiontocontribution
3.Everymemberisentitledtoonlyonevote,irrespectiveofhisorhercontribution
4.Membershaveequalrightstobenefitfrom theexistenceofthecooperative
5.Membersareabletosolveproblemsbeyondtheirindividualmeans

DisadvantagesofCo-operativesociety
1.Capitalislimitedtotheamountmemberscanaffordtopay
2.Decisionmakingprocessislonger
3.Poormanagementofthesociety’sresourcesmaybeeasilynoticedifunqualifiedindividuals
areelectedintopositions
4.Lackofproperplanningandignorancemayaffectthesuccessofthecooperativesociety.
5.Lackofcommitmentbytheelectedofficialscanleadtothefailureofacooperativesociety.

LIMITEDLIABILTYCOMPANY(LLC)
Thismaybedefinedasalegalentitycreatedthroughstateapprovalandtreatedasseparatefrom
itsowners.Ithasaseparatelegalidentityofitsownbecauseitcansueandbesued.Amember’s
contributiontocapitalisusuallyquotedinshares.
AnLLC isregulatedinNigeriabytheCompanyandAlliedMattersAct(CAMA),1990.The
companyisrequiredbylawtocomplete:
AMemorandum ofAssociationwhichindicatesthetypeofbusinesstobeengagedin
AnArticlesofAssociationthatindicatesruletoguidethemanagement.
AnLLCcaneitherbePrivateorPublic.
A privatelimitedliabilitycompanyisregisteredassuchandbearsanynamewiththeword
‘’Limited’’attachedtoit.Forexample“OJUTransportLimited”,“WestAfricanBookPublishers”
AnLLCcanbeformedbyoneormorepersons(maximum of50people).Itcannotoffersharesto
thepublicforsubscription.
APubliclimitedliabilitycompanyisoneinwhichcontributiontoitscapitalisopentothepublic.It
canbearanynamewith“PLC”attachedtoit.Buyersofitssharesarecalled‘’Shareholders’’and
theirrewardisin‘Dividends”.Examplesare:‘’FirstBankofNigeriaPLC’’and‘’NestlePLC’’
AdvantagesofLimitedLiabilityCompany
1.Capitalisreadilyavailablesincethepubliccompanycan sellsharesto getmoneyfor
expansion.
2.Liabilitiesofitsmembersarelimited
3.Ownershipiseasilytransferredtoensurecontinuityofthebusiness
4.Expertsareusuallyappointedtomanagetheaffairsofthecompany
5.Shareholdersareusuallyinvitedtomeetingswheredecisionsconcerningthecompanyare
made

DisadvantagesofLimitedLiabilityCompany



1.LLCaredifficulttoestablish
2.Individualshareholdershavenocontroloverthecompany’soperations
3.Itinvolvesarigorousregistrationprocess
4.Nosecrecyregardingoperationofthebusiness
5.Thereisusuallytheburdenofhightaxespeciallyfortheprivatecompany

PUBLICENTERPRISES:Thesearecompaniesownedbythegovernmenttheyareestablishedto
provideservicestothesocietyandnotnecessarilytomakeprofit.Wheneverprofitaremade,they
arepaidintothetreasuryofthegovernmentexamplesareUniversities,Schools,Hospitalsetc
Advantagesofpublicenterprises
1.Governmentprovidesthecapital
2.Theyusuallyselltheirproductsatsubsidizedratesleadingtolowerprices.
3.Government
Disadvantagesofpublicenterprises
1.Poormanagementofcompaniesresources
2.Appointmentofincompetentmanagementteam
3.Mostdecisionsarebasedonpolitics
operationsofgovernmentcompaniesarenotusuallyexaminedorfrequentlyaudited
4.Employeesareusuallyoncommittedtothegoalsoftheorganization

Assignment
1.Mentionthree(3)Advantagesandthree(3)DisadvantagesofPartnership
2.Whichofthetheform ofthebusinessorganizationismostpopularandwhydoyouthinkso


