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Types of business firms
Organisations can be grouped according to sectors. There are two types of sectors private and public sector. The public sector includes organisations owned by the central or the local government such as city councils, schools, hospitals, fire stations or libraries. 

The private sector consists of those businesses, which are run by individuals or groups of individuals. Within the private sector, the business associations can be classified according to their legal entity. There are businesses with no legal entity like sole proprietorships, unlimited partnerships and limited partnerships. Businesses with legal entity are limited liability companies, joint ventures, companies limited by shares and unions. 
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1) A sole proprietorship is operated by a sole trader with a licence obtained from the local office of the Hungarian Chamber of Commerce. The sole trader is not a separate legal entity, has unlimited responsibility or liability, is responsible for the total control and management of the business. The business can last only as long as the owner is alive or decides to run the business. A sole proprietorship can be a small business as well such as a bakery, a restaurant or gardening. The advantage of the sole proprietorship is that the sole trader can keep the total profit, can make free independent decisions, has flexible working hours, has close connection with customers and does not have to face a lot of legal formalities to start up the business. 
Partnerships are formed by two or more owners who share profits, losses and responsibility during running the business. There are no legal formalities when starting up the business, they only need a deed of partnership (közjegyzői okirat) including the partners’ rights and responsibilities. They are not separate legal entities and doctors, vets and solicitors make up businesses like this. They have got two types: unlimited and limited partnerships. There are several positive features of a partnership. As there are at least two partners they can substitute each other without losing profit. They can discuss the problems and ideas and can make decisions together. More money can be raised since there are more owners and sources of finance. There are also some drawbacks that can occur if you run a partnership: as there are more partners, the profit has to be shared, it can happen that the partners do not agree and cannot come to an understanding with each other, it is not a separate legal entity, it has to be wound up if one of the partners dies or wants to leave the partnership. 

· 2) Unlimited partnerships (KKT) are formed by two or more members. There is no minimal predetermined capital but some financial contribution is provided by the members. They need an Article of Association. They are typically profit-oriented. Both partners equally take part in the business activities. An unlimited partnership is not a separate legal entity which means that the members have unlimited liability both jointly and severally. They are not controlled by a supreme body.

· 3) Limited partnerships (BT) are formed by two or more members. There is no minimum allotted capital but the members of the partnership agree to provide capital contribution necessary for its economic activities so some financial deposits are provided by the members. They need an Article of Association. Members are the general partner or internal member whose obligations are unlimited both severally and jointly and the limited partner or external partner who has to contribute to the partnership which is essential for the partnership to be able to operate. The limited partners do not take part in the activity of the partnership that is why they are called silent partners as well. They are not even liable for the losses of the partnership so they have got limited liability. They can lose only the money or assets invested into the partnership. On the other hand, the general partners have unlimited liability and are liable for the losses and debts with the assets of the partnership and personal property if needed. If any of the partners die or want to leave the partnership, the business has to cease. All the members take part in management. 

Legal entity means that these companies are safer to run as it is able to sue or own assets separate from the company owner. 
· 4) The limited liability company (LLC) can be formed by at least one person. There is an initial capital requirement. It needs the following documents: Articles of Association and Memorandum of Association or Deed of Foundation. The company is a separate legal entity i.e. the company can sue or be sued, and it can make contracts. In other words, the company has unlimited liability but its members have limited liability. Shares can be transmitted to new members. The limited liability company is governed by the Members’ Board or Meeting which is made up of the members of the company and a managing director elected by them. The main advantage is that members have limited liability. The members have more flexibility in the organisation. The biggest disadvantage is that it needs a lot of work and money to form it. 
· 5) The company limited by shares (public limited company - PLC) is also a separate legal entity where the members have limited liability and it can be formed by at least 2 persons and there is no limitation in the number of the owners. In legal terms, a PLC designates a limited liability company (LLC) that has offered shares of stock to the general public. The buyers of those shares have limited liability. They cannot be held responsible for any business losses in excess of the amount they paid for the shares. There is an initial capital requirement which contains shares with predetermined number and face value. The shareholders have limited liability for the obligations of the company only up to the face value of the shares. Shares can be transferred i.e. bought and sold at any time without all the shareholders' agreement. The shareholders are not allowed to take part in the management of the company. The company is governed by a supreme body called the Board, it is elected by the shareholders. The management hold an annual general meeting (AGM) where the shareholders are obliged to be present. Their voting rights depend on the face value of the shares they own. These companies are extremely big so the financial institutions tend to lend them more money so they can easily dominate the market. 
· 6) A private limited company, or LTD, is a type of privately held small business entity. This type of business entity limits owner liability to their shares, limits the number of shareholders to 50, and restricts shareholders from publicly trading shares. One advantage of owning a private limited company is that the financial liability of shareholders is limited to their shares. Therefore, if a private limited company was in financial trouble and had to close, shareholders would not risk losing their personal assets. 
· 7) The joint venture is a collaboration of two or more companies. It is a separate legal entity from its owners, who therefore have a limited liability for the obligations of the business. Members are obliged to pay a contribution in cash or in-kind (természetben) and the profits and losses are shared with them. It is governed by the Board of Directors. It holds an annual meeting where they deal with matters. 
· 8) The union is founded by at least two members. There is no minimum allotted capital. It needs an Article of Association. It is a separate legal entity. It is simple, non-profit oriented type of organisation. The members’ liability is unlimited and joint. Its supreme body is the Board of Directors. The members’ rights to vote in business activities is determined in the proportion to the financial assets they have but they can possess only one vote at the annual general meeting of the Board. 
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