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BCTYN

Meroanuni BKRasiBky npu3Haderi gua cryaentis I-1I kypeis paxyas-
TeTy eKOHOMIKH i MeHeP)KMeHTY JeHHOI Ta 3a0unoi ¢GopM HaBUaHHHA.

TeMaTrKa, JeKCHIHHH MiHiMyM, cucreMa npo6ieMHNX Ta TROPUUX
33BRAHL CHPAMOBAHI Ha AOCATHEHHA FOJOBHOI MeTH.

Mera zaEMX MeTOAWYHNX BKA3IBOK — AOMOMOITH CTYLEHTAM B OIlAa-
ByBaHHI 0izHecoBol aHITiHCHKOI MOBM Ha MaTepiani OPHIiHANBHIX TEKCTiB
3aransH0013HECOBOI TEMATHKY; & TAKOXK O3HalloMuTi Mali6yTHIX daxismis
3 peaJisMu KpaiH 3 po3smHEeHuM Gi3HecoM Ta 3 caMuM GisHecoM OUX KpaisH.

MeToandHi BRA3iBKY CKIANAIOTHCA 3 I ATH OCHOBHMX PO3linis, mio
MICTATH TEKCTH Ta 3aBJaHHA 3 Takol Temaruxu: dopmu Gi3HECOBUX Opra-
Hisaniii, ix eTpykTypa (3a opramizamifinoio cxemMo10), BUOHA B3a€MOBiTHO-
CHH B opranizanii, pyHrIionansHi nigposaiiany opranisarnii, cydacuui odic,
incopMmaniitiai Texnosorii Tomto.

B zozaTRy 0 OCHOBHHX PO3Iijie MOASHO TEKCTH IAJIA CAMOCTiiHOTO
YHTAHHA, 0 0L1b1 nornubIeHo UM B iIHIMIOMY paxkypcei ocBiTionTs TeMu
OCHOBHOI'O po3ziry afo MicTATs AonaTKOBY iHdopmMmaliio. ¥ JOIATKY Ta-
KO TIOZaHO CTHCIHH CIOBHUAK 0i8HECOBOTO JKAPrOHY TA OCHOBHHX OisHe-
COBUX TEPMiHIB.

CrcreMa 3aBIaHL OCHOBHUX PO3ILIIB Oynyerhesa Ha 6a30Bilt fisHeco-
Bi#fi JIGKCHIIi, COPAMOBAHA HA [OJIETIIIeHHA 3aCBOEHHS TOJAHOTO TEMATHY-
HOTO Ta MOBHOTO MaTepiaJiB Ta MiCTHTH psal NpPoOAeMHEMX 3aBAAHB, IO
PO3BUBAIOTE TBOPYE MUCICHHA CTYAEHTIB.

MeroamuHi BKasiBKY € JOTATKOBIM CIOHYKAJILHUM MOTHROM JIO VAO-
CKOHAJIEHHA HABHYOK YCHOrO Ta IICEMHOT'0 MOBJICeHHS . BOHI HagaoTh 10-
TIOMOTY CTYZAEHTaM B 0BOJOTIHHI 6i3HecoBO AHTIIHCHKOI0 MOBOI T4 34-
KJIaJaioTh OCHOBY IJIA TOLANBILOrO OIaHYBaHHA QAaX0oBOl JeKCHKH.



ORGANISATION STRUCTURE AND COMMUNICATION

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 is very important
because the choice affects many managerial and financial issues, including income taxes
and the owners’ liability. In determining which legal form their business should take,
owners must consider the advantages and disadvantages of each.

Sole Proprietorshi]

As the very first legal form of organisation, sole proprietorships date back to ancient times.
They are equally popular today. In fact, around seventy-five percent of the nation’s sixteen
million businesses — about twelve million US companies - sole proprietorships. But they
account for only about six percent of business revenues.

SOLE PROPRIETORSHIP - 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 nommally 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.

General) Partnershi]

General partnership is really a sole proprietorship muitiplied by a number of partners.
There is no legal limit to the number of partners. There may be as many as a hundred or
more or as few as two. Moreover, partners may invest equal or unequal sums of money
and they may earn profits that bear no relation to their investments. For example, in two-
person partnership, a partner with no financial investment may receive fifty percent or
more of the profits.

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

The most striking feature of general partnerships is their ability to grow by adding talent
and money. Like a sole proprietorship, a partnership is simple to organise, with few legal
requirements. Even so, all partnerships must begin with an arrangement of some kind. It
may be written, oral or even unspoken. Wise partners however insist on drafting a written
agreement to avoid trouble lately. This agreement should spell out such things as:

- who invested what sums of money in the partnership;

- who will receive what share of the partnership's profits;



~ who does what and who reports to whom;

- if desired, how could the partnership be dissolved and in what event, how assets left
over would be distributed among the partners;

- how surviving partners would be protected from claims by surviving heirs if a partner
dies.

By law each partner may be held personally liable for all debts incurred in the name of the
partnership. And 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. A partnership legally
dissolves when one partner dies or pulls out, even if the other partners agree to stay. It is
also difficult to transfer ownership. No partner may sell out without the other partners’
consent. Finally, partnership provides little or no guidance in resolving conflict between
the partners. For example, suppose one partner wants to expand the business rapidly and
the other wants to grow slowly. If under the partnership agreement the twe are equal it
may be difficult for them to decide what to do.

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

(Regular) Corporation

Another very common form of business ownership is the regular corporation. Almost all
larger businesses use this form. They account for around eighty percent of all revenues
generated by the nation's sixteen million businesses. Yet they make up only about twenty
percent of the total number of businesses - about three million. 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 nced 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 - 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 asscts
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, in every state 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.

Questions:

1. What are the different forms of business ownership?
2. What are some advantages and disadvantages of each?
3. Which form of business involves the most risk?

Questions for discussion:
1. 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.

2. 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 your community?

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

5. 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 interindependent,
sectors of economic activity.

S W

(a) primary secondary
fishing T INDUSTRY construction
farming manufacturing
extractive

commercial services (support)

) trade " COMMERCE " trnsport

wholesale finance

retail insurance

import

export

(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

organisation

Functional area

Characteristics

Sole proprietor

Usually personal
services such as
bairdresser, comer
shop. painter and

1. The owner provides the necessary capital, operates the
business, takes the profits, and is liable for debts.

2. Problems can be limited capital and limited liability.

3. Advantages can be independence, direct customer

private company

small organisations:
e.g. building,

decorator. contact, and the ability to change quickly, according to
o market demands.
(Unlimited) Can be personal 1. The provision of capital is easier with 2-20 partners, and
parmership services, smail liability for debts is spread.
industrial concerns, 2. Management of the business is shared and there is wider
and small commercial expertise available.
organisations.. 3. Liability for debts is unlimited.
4. Problems can arise on death or withdrawal of partner.
; (Limited) Same basic principles as unlimited partnership, but some partners, who must not be
| partnership involved in managing the business, have limited liability for debts.
| (Limited) Medium-sized or 1. The company must be registered.

commercial services

wholesalers,
manufacturing,
transport
Public limited Large-scale 1. Anybody can become a sharehoider, and there is no
liability company | organisations: e.g. limit on the number.
(plc) construction, 2. Information on the company must be available to the
manufacturing, public, and shares are bought and sold on the stock

exchange.

3. Much more capital becomes available.

4. Ownership of shares can be transferred without affecting
management.

5. Management is through Board of Directors specially
appointed to run the business.

Multi-national
company

Large-scale
organisations: variety
of activities within the
general ‘interest areas’
of the company(ies).

1. Produces goods in more than one country.

2. Owns and controls the producing agencies.

3. Can contribute enormously to the economy of a country
by “importing’ capital and technology.

4. If a multi-national decides to move resources (e.g.
capital, or a production process) from one country to
anothet, it can damage the economy of the original
country.




Public Enterprive

—'E;u—or | Functional area Characteristics T
' organisation | o
Public Usually key areas of 1. Run by a Beard appointed by the government.
corporation economic activity.
e.g. National Coal | Can provide goods
Board and services which
would not be ‘
profitable for a private |
concemn. A
Mixed enterprise | Any area, but often 1. The State is a shareholder in the company (i.e. public
(organisations in | production. and private enterprise together).
which the
government has
? substantial stake)
"e.g BP,ICL
| Central i. Basically an 1. Usually bureaucratic and slow to change.
government administrative role
departments in a specialist area
e.g. Employment on a nationwide
Health basis.
Social 2. Canexert
Services influence over the
activities of all
organisations, both
public and private,
and therefore
affects all economic
and social Jife.
Local government | Usually have a 1. There are likely to be differences in the level of
departments statutory duty to service offered by different Local Authorities.
| e.g. Rates | provide services to
: Housing local community.
i____Education o . S

ASSIGNMENT: Local employment

You work for the Town Clerk’s Department as an administrative assistant and have
become involved in a project to draw up an analysis of the types of business that can be
found in your particular arca. One of the objectives of the exercise is to establish the range
of employment opportunities available to people living in, or moving to, the arca, and you
and two colleagues have been asked to do some of the ‘spadework.’

Task 1

Working as a team, you should draw up a street plan of our area and indicate what
organisations are operating, ‘plotting’ them on the plan. Use a detailed key to indicate
what type of business each is.

Task 2
In order to give clear guidance to the researchers on the range of organisation operating in
your area, draw up a table similar to the one given below giving all the informatior



indicated for each organisation. An example is given to show the type of information
required.

Organisation | Sample activities Public or private Industrial, Type'of
enterprise commercial or arganisation
] service sector
Bank personal accounts private commercial public company
business accounts
investments
mortgages
loans

Note: The assignment should be completed in six hours (including field research).
ACTIVITY 1 Setting up a limited company.

Derek, Roger, Malcolm and John have started a limited company in Britain.

Roger - DRMJLtd | Derek -
£20,000 £100,000 £55,000
Malcolm - (100,000 x| John -
£15,000 £1) ! £10,000

Derek, Roger, Malcolm and John are all investors and shareholders.

Roger invested £20,000. John put £10,000.

Derek is the majority shareholder (he owns the most shares).

Derek also has a controlling interest (he owns more than 50% of the shares).

The company's capital (the money it has for buying goods and equipment) is £100,000.

The company's capital is divided into 100.000 shares of £1 each.

£1 is the nominal value (or the par value, or the face value) of each share.

Malcolm owns 15,000 shares. The nominal value of his shares is £15,000.

After a year, the company makes £15.000 profit. This is divided between the shareholders.
The company announces a dividend of . 15p per share (£15,000 profit : 100,000
shares).

Malcolm received £2,250 (15,000 shares x 15p).

In pairs, ask and answer questions about WDJ Ltd using the vocabulary above, like this:

A: Who is the majority shareholder? B:  Dorothy.
A: What is the par value of Janet’s shares? B:.  £1,500.

Wendy - WJID Ltd Dorothy -
£2,500 £10,000 £6,000
1 (20,000 X Janet -

50p) £1,500

Profit after the first year =£1,000,




ACTIVITY 2

When a limited company has started trading, you do not invest in shares by giving more
capital to the company. You buy them from one of the shareholders. If it is a private
limited company, a shareholder can only sell shares if all the other shareholders agree. If it
is a public limited company, a shareholder can only sell shares if all the other shareholders
agree. If it is a public limited company, shares can be bought and sold freely, usually at a
Stock Exchange. If the company is doing well and paying high dividends, then you might
pay more than the face value of the shares. If it is doing badly, you might pay less than the
face value of the shares. The p rice you pay at the Stock Exchange (or to a shareholder) for
your shares is their market value.

If the company fails, it will stop trading and go into liquidation. This means that all
the company's property and equipment (its assets) must be sold and the money from the
sale will be used to pay its debts to its creditor. The shareholders may lose the money they
paid for the shares. If the company still does not have enough money to pay all its debts,
the shareholders do to pay any more money. In other words, the shareholders- liability for
debts is limited to the value of their shares.

On the other hand, if you are an owner of a business which is not limited, for example
a sole proprietorship (owned by one person) or a partnership (owned by between 2 and 20
people) and your business fails, you will go bankrupt. In this case you might have to sell
your own private possessions (your house, car, fumiture etc) to pay all your creditors. In
other words, sole proprietors and partners have unlimited liability for their firm's debts.

Investing in a limited company

Language notes

British English

American English

Banks do not pay interest on current accounts
in Britain (account holders can pay by cheque).
Banks pay interest on depesif accounts, which
are designed for people to save money.

When a limited company sells its assets to pay
its debts it goes inte liquidation. When private
individuals or partnerships do the same, they go
bankrupt.

Account holders of ckecking accounts can pay
by check. They save money in a saving account.

When companies or private individuals sell their
assets to pay their debts, they ge bankrupt cr go
into bankruptcy.

Say in one word

1. The money shareholders put into a company to buy property and equipment so it can

The price you pay for shares when the company has started trading is their

To put money into a business or a bank account so that it will make a profit.

value.

start trading.
2. One of the owners of a partnership.
3.
value.
4.
5. The sole (only) owner of a business.
6. To buy and sell goods
7. The price written on a share is its
8. Something belonging to a person or a business which can be sold.
9. One of the owners of a limited company.
10.

1.

shareholders agree.

Your legal duty to other people, e.g. to your creditors.
If a sole proprietorship or a partnership fails, the owners will go
12. You can only buy or sell shares in a

limited company if the other



13. A person you owe money to.

14. The sharesina limited company can be bought and sold freely.

15. Another name for a business .

16. When a limited company fails, it goes into

17. Money you owe to another person.

18. Shares in public limited companies are usually bought and sold at a
exchange (which is also calleda market).

ACTIVITY 3 Types of Business
Complete this table about the four main kinds of business in Britain taking your
information from the text above.

TUPESOF | NUMBER | NAME OF | LIABILITY | IF THE " ADDITIONAL
BUSINESS | OF OWNER(S) | OF BUSINESS INFORMATION
OWNERS OWNERS | FALLS

Sole a b unlimited owners go o

proprietorship | //

d e Partners ¢

Name of company
company goes includes word
Limited or
abbreviation Ltd

Shares sold
privately with
agreement of other
sharcholders

Must have
Memorandum of
Association and
Articles of
Association

j 2 or more Name of company
includes words
Public Limited
Company or
abbreviation plc.

Shares soid
k

Must/can

Complete the following sentences with must or can. Take your information from the
exercises above.

1. There _ be at least two partners in a partnership.

2. A person who wants to start a business, but who has not got any partners _« start

a sole proprietorship.

3. Two people starting a business together ____ start a partnership or a private

limited company.
You have as many as 20 people in a partnership.
A sole proprietor pay the firm's debts with his’her own money if necessary.

Ne e

Each partner
Anyone

pay the firm's debts with his/her own money if necessary.

11

buy shares in a public limited company.



8. The name of a private limited company include the word /imited or the

abbreviation: Lid.
9. You _ ___ only buy shares in a private limited company if the other shareholders
agree.

10. You draw up a Memorandum and Articles of Association when you start a
limited company.

Unlikely possibilities
In pairs, discuss unlikely possibilities, like this:
A: If you buy shares, you’ll own part of the company.
B: I'm not going to buy shares.
A: But if you bought shares, you'd own part of the company.

1. Ifyou start a business, you'll need capital.

2. 1f the bank gives you a loan, you'll pay interest on it.

3. You'll have unlimited liability if you start a partnership.

4. If you buy shares, you'll be a shareholder.

5. You'll be a partner if you invest in a partnership.

6. If the limited company fails, you'll only lose the value of your shares.
7. If you buy a controlling interest, it’ll cost you several thousand pounds.
ACTIVITY 4 Decision Making

Decide what sort of business you would start in these situations. There is no one correct
answer in any case and you may be able to think of more than one possibility. Give
reasons for the decisions you make.

1. You and your spouse (husband or wife) want to start a grocery shop in a small village.
There is already one grocery shop in the village owned by an old lady. Your bank will
lend you the money you need.

2. Two couples have enough money to buy a small hotel which they will at work in. One
of the couples has two young children.

3. You want to sell fruit and vegetables from a stall at the market. You need £500 capital
which you can borrow from your father.

ACTIVITY § A Memorandum of Association

In order to start a limited company, you must draw up two legal documents: a
Memorandum of Association and the Articles of Association. In small groups, start your
own company. Decide on the name of the company, what you are going to do and how
much capital you are each going to invest. Then draw up the Memorandum. Write a full
sentence for each of the six clauses, which say the following:

1. The name of the company (The name of the company will be ...)

2. The country where the company is

3. The type of trade the company will carry on

4. A sentence saying that the liability of the shareholders is limited by the amount
invested in shares in the company.

5. The amount of capital the company has and the number and value of its shares.

6. A sentence saying that the shareholders wish to form this company. Each shareholder
signs the Memorandum and writes next to his/her name the number of shares he/she is
buying. Write the date.

12



NB  The Articles are more complicated and give details of how the company will be run,
how often sharcholders' meetings will be held etc. Do not write this document.

ACTIVITY §

Vocabulary

In each set, cross out the word that isn’t similar in meaning. Discuss the relationships
among the words in each set.

inventory
reputation
bookkeeper
debt

profit

asset
burden
renovate
proceed
1Q.rave
11.store
12.keep on
13.betray
14.teamwork
15.accelerate
16.support
17.patron
18.royalty fee
19.yuppie
20.industrious

begicbe Tl o ol

stock
image
auditor
mortgage
expense
drawback
freedom
improve
Progress
condemn
shop

stop
abandon
separate
burry
help
customer
profit
young professional

lazy

product
illustration
accountant
dividend
income
benefit
responsibility
destroy
continue
praise
establishment
continue
loyal

joined together
delay
opposition
shopper

regal

geriatric
hardworking

staff

name
stockholder
liability
revenue
advantage
strain
remodel
stop
compliment
infirmary
remain
unfaithful
united
promote
involvement
owner
payment
carrier-oriented
diligent
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