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IIEPE/TMOBA

Hapuanbuuii mociOHMK po3paxoBaHUM HA CTYJEHTIB, $SKI BHUBYAIOTh
aHTIINChKY MOBY 3 METOI BUKOPUCTaHHSA i B mpodeciHiil isAIbHOCTI, B
MPaKTUYHIK poOOTI 32 KOPJIOHOM a00 B MeKaxX KpaiHu, I poOOTH 3 IHO3EMHUMH
KJIIEHTaMH.

MeTta [aHOro HaBYaJbHOIO NOCIOHMKAa — O3HAWOMUTU CTYACHTIB 3
0COOJMBOCTAMM (PYHKIIIOHYBaHHSI KOMIAaHIM, BHUKJIACTH 1 3aKPIIUTH OCHOBHY
TEPMIHOJIOT1I0, HEOOXIAHY AJIA 3/1MCHEHHs Ol13HEC-KOMYHIKalli, JOMOMOITH iM B
PO3BUTKY HAaBUYOK CIUIKYBaHHS B peajJbHUX CHUTyallisx mpodeciiiHoro
CIUIKYBaHHS, PO3LUIMPUTH iX CIIOBHUKOBHH 3amac.

Temartuka, JIEKCUYHUNA MIHIMYM, CUCTEMA MPAKTUYHUX BIPaB CIPSIMOBaHI Ha
JOCSITHEHHS TOJIOBHOT METH.

Y naHoMy HaBYaJIbHOMY TOCIOHUKY IIOJjJaHAa TEPMIHOJOTIS Ta BHUpa3H,
CUTyaTUBHO 0OYMOBIIEHI (ppa3u 1 pekomMeHallii CTOCOBHO crnenudiku opraxizaiiii,
yIpaBJIiHHS, (hiHaHCYBaHHS 013HECOBUX MIIPUEMCTB, MPOBEICHHS
MapKETUHTOBUX JOCHIKEHb, 10 BIAMNOBIJAIOTH CYYaCHUM peanisiM Oi3Hec-
KOMYHIKallii, Xxapaktepaum aisi BenukoOpuranii 1 CIITA.

HaBuanbHUIl MOCIOHUK CKJIAJA€ThCS 3 HACTYNHUX PO3ZALIIB, SKI OXOILTIOIOThH
OCHOBHI aCIIeKTHU JISTIbHOCT1 KOMIIAHI1:

Poznin 1 CrpykTypa KOMIIaHii

Po3min 2 VYpaBiaiHHSI KOMIaHIEIO

Po3min 3 diHaHCcOBA MISIBHICTh KOMMAHIT
Poznin 4 Kowmnanii i ToBapu

Pozain 5 [Tpodins kommaHii

KoskeH 3 po3auaiB MICTUTh TEOPETUYHUH, JIGKCHYHUN MaTepial 1 MpaKTU4HI
3aBJaHHA, M0 HEOOXIJMHI [Js MOJAJbIIOT0 PO3BUTKY OIMNAHOBAaHUX MOBHHUX
HaBu4ok. Cucrtema 3aBAaHb MOOy/IOBaHA Ha LUIbOBIM JICKCUIIl JAaHUX PO3MALUIIB 1
crpsiMoBaHa Ha €()eKTHUBHE 3aCBOEHHS BUKJIQJICHOTO MaTepiany.

B nopatkax momaHo CTUCIUNA CIOBHUK OI13HECOBOIO KAaproHy Ta riocapiit
OCHOBHUX 013HECOBUX TEPMiHIB.

HaBuanbHuil MociOHUK copusTUME (POPMYBAHHIO y CTYJEHTIB 3arajbHUX Ta
npo¢eciiiHO-OPIEHTOBAHUX KOMYHIKATUBHUX MOBJICHHEBHX KOMIIETEHIIM Ta €
JIOIATKOBUM CIIOHYKaJIbHUM MOTHBOM JI0 YJOCKOHAJEHHS HAaBUYOK YCHOTO Ta
MMUCEMHOT0 MOBJICHHS B MpodeciitHii cdepi.



SECTION1 COMPANY STRUCTURE
Unit 1 Forms of Business Ownership

All business owners must decide which form of legal organisation — a sole
proprietorship, a partnership, or a corporation — best meets their needs. The
decision 1s very important because the choice affects many managerial and
financial issues, such as:

the size and nature of the business

the level of control

the level of structure

the business' vulnerability to lawsuits

tax implications of the different ownership structures

expected profit (or loss) of the business

possibility to reinvest earnings into the business

need for access to cash out of the business

income taxes

owner’s liability and others.

In determining which legal form their business should take, owners must consider
the advantages and disadvantages of each.

Sole Proprietorship

The vast majority of small businesses start out as sole proprietorships. As the very
first legal form of organisation, sole proprietorships date back to ancient times.
They are equally popular today.

SOLE PROPRIETORSHIP is a business owned (and usually operated) by one
person who is personally responsible for the firm’s debts.

Typically, the sole proprietorship is the ownership form chosen for the small-town
restaurant, the neighbourhood grocery store, the local auto repair shop, and the
bakery. Most sole proprietorships are small businesses, often having one employee.
However, there are some sole proprietorships that are large businesses. Many of
today’s largest companies started out as sole proprietorships. Although the owner
may employ someone to manage the business, more commonly the owner is the
active manager of the firm. The capital necessary for operating the business is
normally provided by the sole proprietor from personal wealth, frequently aided by
borrowing. The owner usually makes all decisions personally rather than
delegating them to employees. If the business is the owner’s sole source of income,
the ability to operate it at a profit is extremely important to him or her.



Advantages of a Sole Proprietorship

e As they have few legal requirements, sole proprietorships are easy to
organize and operate.

e  Generally, only a small amount of capital needs to be invested, which reduces
the initial start-up cost.

e As the only owner, the entrepreneur can make decisions without consulting
anyone else.

e Sole proprietors receive all income generated by the business to keep or
reinvest.

e  The business is easy to dissolve, if desired.

Disadvantages of a Sole Proprietorship

e  Sole proprietors have unlimited liability and are legally responsible for all
debts against the business. Their business and personal assets are at risk.

e  The sole trader has no one to share the responsibility of running the business
with. A good hairdresser, for example, may not be very good at handling the
accounts.

e  Owners can lose some lucrative tax-free fringe benefits because they cannot
participate in company-funded employee benefit plans like medical insurance
and retirement plans.

e  May be at a disadvantage in raising funds and are often limited to using funds
from personal savings or consumer loans.

e  Sole traders often work long hours. They may find it difficult to take holidays
or time off if they are ill.

Partnership

In a Partnership, two or more people share ownership of a single business. Like
proprietorships, the law does not distinguish between the business and its owners.
The partners should have a legal agreement that sets forth how decisions will be
made, profits will be shared, disputes will be resolved, how future partners will be
admitted to the partnership, how partners can be bought out, and what steps will be
taken to dissolve the partnership when needed. They also must decide up-front how
much time and capital each will contribute, etc.

PARTNERSHIP is a business with two or more owners who share in the operation
of the firm and in financial responsibility for the firm’s debts.

Advantages of a Partnership

e The most striking feature of general partnerships is their ability to grow by
adding talent and money.

e Like a sole proprietorship, a partnership is simple to organise, with few legal
requirements.

e  With more than one owner, the ability to raise funds may be increased.

e  Prospective employees may be attracted to the business if given the incentive
to become a partner.



Disadvantages of a Partnership:

Partners are jointly and individually liable for the actions of the other
partners. If any partner incurs any debts, even if the other partner knows
nothing about it, they are all liable if the offending partner cannot pay up.

The partnership may have a limited life; it may end upon the withdrawal or
death of a partner even if the other partners agree to stay.

It 1s difficult to transfer ownership.

No partner may sell out without the other partners’ consent.

Partnership provides little or no guidance in resolving conflict between the
partners.

Of the three common types of business ownership, partnerships are the least used.

Types of Partnerships that should be considered:

1.

General Partnership. Partners divide responsibility for management and
liability as well as the shares of profit or loss according to their internal
agreement. Equal shares are assumed unless there is a written agreement that
states differently.

Limited Partnership and Partnership with limited liability. Limited means
that most of the partners have limited liability (to the extent of their
investment) as well as limited input regarding management decisions, which
generally encourages investors for short-term projects or for investing in
capital assets. This form of ownership is not often used for operating retail or
service businesses. Forming a limited partnership is more complex and formal
than that of a general partnership.

Joint Venture. Acts like a general partnership, but is clearly for a limited
period of time or a single project. If the partners in a joint venture repeat the
activity, they will be recognized as an ongoing partnership and will have to
file as such as well as distribute accumulated partnership assets upon
dissolution of the entity.

(Regular) Corporation

Another very common form of business
ownership is the corporation. Almost all larger
businesses use this form. Corporations employ
large numbers of people and are owned by large
numbers of investors. Only large businesses can
mass-produce and mass-market the goods and
services consumers need and want.

When we think of the corporations we may

think of giant businesses like General Motors and IBM. The mighty world
corporation inspires awe and respect and suggests power. Yet, the tiny corner has



as much right to incorporate as does a giant oil refiner. And the newsstand and
Exxon will have the same basic characteristics that all corporations share legal
status as a separate entity, property rights and obligations, and an indefinite life
span.

CORPORATION is a business considered by law to be a legal entity separate from
its owners with many of the legal rights and privileges of a person, a form of
business organisation in which the liability of the owners is limited to their
investment in the firm.

A corporation is a legal entity which is created by the law as an artificial
being that has the rights, duties, and powers of a person. A corporation does not
change its identity with changes in ownership. A corporation is brought into
existence through a charter, which is a document issued by a state authorising the
formation of a corporation.

Corporation can raise money in different ways, one of them is by selling
shares in the business — called stock — to investors. These investors are known as
stockholders, or shareholders. Stockholders are the owners of a business, and stock
is a share of ownership in corporation. Business profits are distributed among
stockholders in form of dividends. Dividend — a part of corporation's profits paid
out on a per share basis to those hold its stock.

Corporate stock may be either preferred or common.

Common stock — shares whose owners usually have last claim on the corporation's
assets but who have voting rights in the firm.

Preferred stock — shares whose owners have last claim on the corporation's assets
and profits but who usually have voting rights in the firm. They may attend all of
the meetings of the firm and vote its decisions. When investors cannot attend a
stockholder's meeting they can grant authority to vote the shares to someone who
will attend a meeting. This procedure, called a proxy, is the way almost all
individual investors vote. Proxy is a legal document temporally transferring the
voting rights of a shareholder to another person.

By law, the governing body of a corporation is its board of directors — a group of
individuals elected by a firm's stockholders and charged with overseeing and
taking legal responsibility for the firm's actions.

Advantages of a Corporation:

e  Shareholders have limited liability for the corporation's debts or judgments
against the corporations.

e  Corporations have greater likelithood of professional management;

e  Easier access of money as corporations can raise additional funds through the
sale of stock.

e  Continuity. The corporation has a life of its own and does not dissolve when
ownership changes.



Disadvantages of a Corporation:

The process of incorporation requires more time and money than other forms
of organization.

Double taxation. Dividends paid to shareholders are not deductible from
business income; thus it can be taxed twice.

Regulation. Corporations are monitored by federal, state and some local
agencies, and as a result may have more paperwork to comply with
regulations.

stockholder revolts.

Discussion Questions

1.

W

Name some businesses that you are familiar with. Do you know what forms
of ownership they represent? Explain. Describe the products or services they
offer.

Which of the three forms of ownership do you come in contact with most
frequently? Why?

Where are the various forms of business located in Ukraine?

Which type of business do you like shopping at the most? Why?

If you were to open your own business, what form of ownership would you
choose? Why?

Types of Organisation

Mixed economy is demonstrated by the varied, inter-related, and often
interdependent, sectors of economic activity.

(a) primary secondary
ﬁshmg INDUSTRY constructlor}
farming manufacturing
extractive

(b) trade commercial services
wholesale (support)
retail ——— COMMERCE ——— transport
import finance

export insurance

(c) public personal
postal (national) — SERVICE — hairdressing
refuse collection (local) plumbing

retailing



Within these main sectors there are, as you can see, many different types of
organisation, each of which has its own particular characteristics, functions, and
benefits. Some are easily recognised as private enterprise, some are definitely
public enterprises.

Private Enterprise

Type of Functional area Characteristics
organisation
Sole Usually personal | 1. The owner provides the necessary -capital,
proprietor services such as operates the business, takes the profits, and is
hairdresser, corner liable for debts.
shop, painter and | 2. Problems can be limited capital and limited
decorator. liability.

3. Advantages can be independence, direct
customer contact, and the ability to change
quickly, according to market demands.

(Unlimited) Can be personal | 1. The provision of capital is easier with 2-20
partnership services, small partners, and liability for debts is spread.
industrial concerns, | 2. Management of the business is shared and there
and small 1s wider expertise available.
commercial 3. Liability for debts is unlimited.
organisations.. 4. Problems can arise on death or withdrawal of
partner.
(Limited) Same basic principles as unlimited partnership, but some partners, who
partnership must not be involved in managing the business, have limited liability
for debts.
(Limited) Medium-sized or | 1. The company must be registered.
private small 2. Capital comes from the shareholders, and more
company organisations: e.g. is usually available.
building, 3. The company is a legal entity itself — separate
wholesalers, from the shareholders.
manufacturing, 4. One or more directors are appointed to run the
transport business, but control still lies with the
shareholders.
5. There 1s limited liability for debts.
6. Profits are shared through a dividend paid on
shares.
7. Disadvantages are that the company must
adhere to quite complicated legal formalities
and it is forbidden to advertise for share capital.







