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ABSTRACT 

Business law forms the backbone of commercial activity, guiding entrepreneurs 

through the legal frameworks that govern how businesses are formed, operated, and 

regulated. This article introduces beginners to the fundamentals of business law, focusing on 

legal structures such as sole proprietorships, partnerships, corporations, and limited liability 

companies (LLCs). It also explores key compliance requirements, including licensing, 

taxation, employment law, and intellectual property protection. By understanding these 

foundational concepts, aspiring business owners can make informed decisions, avoid legal 

pitfalls, and build sustainable enterprises. 
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INTRODUCTION 

Starting a business is an exciting venture, but it comes with a host of legal 

responsibilities. Business law provides the framework within which companies operate, 

ensuring fairness, accountability, and protection for all stakeholders. For beginners, 

understanding the legal structures and compliance requirements is essential to avoid costly 

mistakes and ensure long-term success. One of the first decisions a business owner must 

make is selecting the appropriate legal structure (Kusnardi, 1994).  

This choice affects taxation, liability, ownership, and operational flexibility. A sole 

proprietorship is the simplest and most common form of business. It is owned and operated 

by one individual, with no legal distinction between the owner and the business (Isra, 2019). 

A partnership involves two or more individuals sharing ownership and 

responsibilities. General partnerships (equal responsibility) and limited partnerships (one or 

more passive investors). A corporation is a separate legal entity owned by shareholders. It 

offers limited liability protection and can raise capital through stock issuance. Limited 

liability, perpetual existence, easier access to funding. Complex setup, double taxation (for C 

corporations), regulatory requirements. An LLC combines the benefits of a corporation and a 

partnership. Owners (called members) enjoy limited liability and flexible management 

structures (Ferejohn, et al., 2004). 

Limited liability, pass-through taxation, fewer formalities. Varies by jurisdiction, Jun 

be subject to self-employment taxes. Choosing the right structure depends on factors such as 

business size, risk tolerance, funding needs, and long-term goals. Once a business is formed, 

compliance becomes an ongoing responsibility. Regulatory compliance ensures that 

businesses operate legally and ethically (Attamimi, 1990). 

Most businesses require licenses or permits to operate legally. These vary by industry and 

location and Jun include: General business licenses, Health and safety permits, Zoning and 
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land use approvals, Professional certifications. Registering with tax authorities and 

maintaining accurate records is essential for compliance. Contracts, employee handbooks, 

and HR policies help ensure legal compliance and reduce liability (Andriyani, 2017). 

CONCLUSION 

Understanding business law is not just about avoiding legal trouble—it’s about 

building a strong foundation for growth and resilience. By choosing the right legal structure 

and adhering to compliance requirements, entrepreneurs can focus on innovation and 

customer service with confidence. While legal matters Jun seem daunting at first, seeking 

professional advice and staying informed can make the journey smoother and more 

rewarding. 
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