TYPES OF BUSINESS ORGANISZATION
A firm is a unit of management. An organization which trades under a particular name, and which controls the way land, labor and capital are used. The methods of production, the design of its products and the way the products are marketed are decisions taken by firms and must be distinguish from a unit of production such as a farm, a factory, a mine or quarry. Firms vary in size and may be organized in different ways.
THE SOLE TRADER

· A one person business.

· Sole proprietor

· The oldest form of business

· Many hundreds are set up everyday

· Many fail daily

Characteristics
1) it is relatively easy and inexpensive to establish oneself as a sole trader

2) It is a flexible organization. Decisions are speedy.

3) The owner can provide a personal service to the customers.

4) There is a great incentive to be efficient

5) It has unlimited liabilities

6) It is sometimes difficult for these businesses to obtain loans

7) They are common in retailing, farming, personal services (hairdressing), craft work and repair work

PARTNERSHIPS
This is a voluntary organization of two to twenty people which is formed to carry on business with the view to make a profit. In some professions more than twenty people are allowed to be partners E.g. Accountancy and Stock broking.

Characteristics 
1) It can raise more capital than a sole trader

2) The management of the firm can be more specialized

3) They too have the disadvantage of unlimited liabilities

4) It is possible to form a limited partnership

5) They are sometimes unstable because of the ease of setting up and of breaking up

6) Commonly found in farming, catering, retailing and building, and in professions such as law, medicine and accountancy

LIMITED COMPANIES

Here, the liability of the owner is limited to the amount of shares that is purchased by that person. They are often described as joint stock companies and are more important than any other form of business organization. Stocks of capital are broken down in shares and the people who purchased these shares are called shareholders- the owners of the company. Profits are divided among these shareholders according to the number and types of shares owned in the company. These profits are known as dividends.
Limited liability

Sharelders liability is limited by the number of share subscribe to by such person.

Public and Private companies
- There are two types of companies.
- Public companies can invite the pubic to buy their shares but Private companies can not.

- Shares in public companies are freely transferable.

- Public companies are usually large firms

- Forming a private company is way of achieving limited liability while still keeping control in few hands.
- Public companies are much more important than private companies

- Companies must have at least two members 

- Public companies must have a minimum of 50000 pounds

THE FORMATION OF COMPANIES

All limited companies must be registered with the registrar of companies. Before the company can commence business it must surrender certain documents to the registrar for his approval. These are:

The Memorandum of Association

· The company’s name.
· The address of its registered office
· The objects for its formation
· The amount of capital it wishes to raise via issuing shares
· The name of the company must include Limited (LTD) or in the case of Public companies, Public Limited Companies (Plc.)
The Articles of Association
· contains details of how the company will be controlled and organized
· i.e. information on the rights of shareholders, rights and duties of the directors and the procedure for calling meetings of shareholders

If the documents submitted by the promoters of the company are acceptable to the registrar, he will issue a certificate of incorporation. This gives the company a legal existence. A public company in addition to these must also submit a prospectus inviting the general public to buy shares in the company. The prospectus must also be published in the Newspapers. If the prospectus meets the registrar’s approval, he will issue a certificate of trading which allow the company to commence trade.

The law requires all registered companies to publish annual reports, copies of which must be forwarded to the registrar.

FEATURES OF LIMITED COMPANIES
1. LIMITED LIABILITY MAKES IT EASIER TO OBTAIN CAPITAL

Persons buying shares in a Limited company are not risking the loss of their personal possessions and as such are encouraged to buy shares in these organizations making the availability of capital simplified.

2. TRANSFERABILITY OF SHARES ENCOURAGES SHARE OWNERSHIP

        Companies require the permanent use of money acquired from sale of shares; however, people are reluctant to make a permanent loan. This has been made accommodatory by the Stock Market where people who own shares in a company can trade with other people seeking to buy and can possibly make a profit/loss on such shares.

3. THE LIFE OF A COMPANY IS INDEPENDENT OF THE LIVES OF ITS MEMBERS
If shareholders die or sell their shares it will have no effect on the company.

4. OWNERSHIP AND CONTROL MAY BE IN DIFFERENT HANDS

The management of a company is done by its board of directors who are elected by the shareholders at annual general meetings. The shareholders are the owners of the company and may be too small to relay any significant influence on the choice of the directors. Shareholders play no part in the running of the company

5. One company can take over another company
This makes it possible for a few people to own a whole group of companies.
Companies are legal entities and as such are treated as people with individual rights separate and apart from its owners. This allows companies to take over other companies. A company can be purchased by buying the shares in that company. Holding companies are form with the purpose of holding shares in other company.

SHARES AND DEBENTURES

PREFERENCE SHARES

Holders of these shares have preferential treatment. They are entitled to be paid a dividend from profits before the holders of ordinary shares. They, unlike ordinary shareholders, have no voting rights. They are not the owners of the company. They normally carry a fixed rate of interest. There are different types of preference shares. These are:

Cumulative

Non-cumulative

Participatory participate in the share of profits in addition to their fixed rate of return when the company has had a particularly good year.
ORDINARY SHAREHOLDERS

These shareholders by virtue of the risk they take on are deemed the owner of the company. They are entitle to vote according to their shareholding. They are entitle to what remain after the debenture holders and preference shareholders have been paid from profits.

DEBENTURE HOLDERS

A company, in addition to issuing shares, can issue what is known as a debenture. A debenture is a loan to the person who issues it and an asset to the person who holds it. This is a piece of paper (a certificate) signifying that money is owed to the holder. Debenture holders are entitled to a fix rate of interest whether the company makes a profit or not. They are first in line over preference and ordinary shareholders.

Debentures are secured on the assets of the company. Fixed or floating debenture as they are called.

Example
Share capital                                                                                        Company’s capital

20, 000 5 per cent preference shares of $1 each                                       $20, 000

40, 000 ordinary shares of $1 each                                                           $40, 000

Loan capital

20, 000 10 per cent debentures of $1 each                                                $20, 000
                                                                                                                   $80, 000

Assume the company has $7, 000 available for distribution to debenture holders and shareholders

Dividend = Total payment on ordinary shares / ordinary share capital * 100/1
