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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
Introduction to Business Management

1 a) A sole proprietorship also known as sole trader or proprietorship is a business
that is owned and run by one individual who receives all profits and has unlimited
responsibility for all losses and debts. It is a business entity that is owned by one
individual and there is no legal distinction between the individual and the business.
The person will be responsible for making all business decisions and planning their
product or service(s) and every asset that is owned by the proprietor, meaning they
have unlimited liability. They can use a trade name or business name other than his
or her legal name. For example, you have a shop owner whose business has just 
taken off and so decides to make a large order to their suppliers. The proprietor
makes an order for 6 month’s worth of supplies, then, two months later, the town
where the shop is located takes a sudden hit in the economic recession and they
cannot sell the supplies to make the payments back. Therefore, the shop is liable for
the debt, meaning the supply company can file a civil case against the shop to gain
any business assets as well as their personal property. 

1 b) A Partnership (General) is where two or more people enter a business together, 
and share equal responsibility and liability. Therefore, an investor should be
cautious when deciding on whether to become a general partner, as all partners
have unlimited liability. Even innocent partners can be held responsible when 
another partner commits inappropriate or illegal actions. If a partner decides to leave
the partnership for any reason, the management and financial interest of the
partnership will change and the partnership will dissolve. For example, a couple set
up a partnership to run a bakery in their local town. Each partner shares the equal
responsibility for the liability, debt and losses of the business. One of the couple
decides the partnership is not working and therefore asks to leave the partnership.
When this happens, the partnership will have ended and the business will dissolve. 
										
1 c) A Corporation is started when the owner of a business decides to create an
entity which sits separately from their own business. The status of which means it
becomes an entity where you can enter in to contracts, pay taxes and file taxes
separate from the people who own the business. When structuring a business as a
corporation, there are a number of consequences and legal requirements that impact
on the investors. The owners of a corporation are shareholders and the contribution
of stock and shares from each shareholder will represent their percentage in the
corporation. Shareholders can choose a board of directions for their corporation,
which will allow them to manage the business decisions. Alternatively, they can
create a shareholders agreement, allowing shareholders to manage the business
directly. Example – A bank moves into a corporation, the shareholders chose a
board of directors to make all the business decisions. However one of the
shareholders on one occasion did not agree to a certain decision being made in the
business. As the decision was made by the boards members, the shareholder could
not override that decision. 

1d) A Joint Venture is a shared business enterprise of two or more individuals or
companies who engage in a solitary business enterprise for profit without actual
partnership or incorporation. At the start, a contract will be drawn up that all parties
will sign. A joint venture is similar to a partnership with one difference, a partnerships
involves an ongoing long term business, whereas a joint venture is on a single
business transaction. People choose to enter in a joint business to share strength,
increase competitive advantages and reduce the risk. For example when two major
retailers decide to enter in a joint adventure which is mutually beneficial and leverage
each other to make more money.

2. A business owner is the one who makes all the decisions and is the boss within a
clearly defined business. An entrepreneur can overlap with a business owner in the
early stages of the business. However, the difference between a business owner and
an entrepreneur is that the entrepreneur has a long term goal that is focused on
systemising, growing and selling the business for a profit. Whereas, with a business
owner, the business will end with that person or may be inherited by someone in the
family. For example a coffee shop is set up by a family who employs 2 people and
that business is then kept in the family by the business owner for generations.
Whereas, compared to a cake retailer who sets up 10 shops over the UK, before
selling the stores for a profit which can be put into another business venture. 

3. In a small business the organisational structure can vary, however when first starting your business you may only start with the owner and a few staff. As the company grows you may need more staff and require a manager below the owner who will oversee all the managerial side of things, for the human resources and the finance. As the manager oversees that work, they will hire someone who can be delegated to deal with the finance and human resources separately for the company such as hiring staff, conducting interviews, checking references as tax returns, day to day accounting and payroll etc. the manger will still ultimately be responsible for the outcome of the human resources and finance, but only by regularly meeting with the people who are   delegated the task, rather than doing the work themselves. The structure may look something like the this:-

 (
Business Owner 
)

 (
Manager
)


 (
Finance
) (
Human Resources
)                                                                                                                                                                                                         


 (
Six Front line employers
)
4. The role of a stakeholder in a business is usually an investor from within your company, external clients, or suppliers.  Their actions will determine the outcome of your business decisions. Every business takes a different approach to how stakeholders will be in your company. It could be an employee who has a steak in your company’s success, which is an incentive for your products to succeed. They can be business partners, who rely on your success to keep it going. The roles of stakeholders can differ between businesses dependant on rules and responsibilities laid out at the start of your business or at as your business grows over the years. For example an employee at a sports company invests £50,000 into the company and becomes a stakeholder as they are interested in the performance of the company and want to see improvement and a massive success. 

5. The Chief Executive Officer (CEO) is a very important leadership role within a Corporation business. They lead and manage the company who also have a Board of Directors. The Chairman of the Board will leads this board, whilst also governing the CEO. Some parts of the role of a CEO can be delegated. However several elements of the role must be carried out by the CEO, such as setting strategy and direction, modeling and setting the companies values, culture and behavior. They will also be responsible for building and leading the senior executive team and allocating capital to companies properties. Whilst the CEO may get input for some of these duties, it is the CEO’s responsibility to perform these well. The CEO needs to be very knowledgeable about every aspect of the business administration and leadership. The board takes all responsibility for making sure that any money invested by the shareholders is looked after. This means that the members of the board take on a heavy responsibility with this, even in a small company. Occasionally, the CEO may recommend people for the board, and this is not uncommon. In order for these recommended people to be granted, the board will take the ‘rubber stamp’ approach, meaning the board won’t always know the applicant, but agrees to take the CEO’s instruction. For example, within a governing body, sometimes the organisation will pick the members for the board. The chairman has responsibility for supervising the CEO and to advise whether the nominated persons are best people for the position for that organisation. In order to avoid the threat of any conflict of interest you are discouraged from putting the same person in charge as the CEO and the chairman of the board, this also avoid the selection of inappropriate board members. You may find in some societies that the CEO is often referred to as the Executive Director, these are for non-profit societies. There could be issues that arise when choosing board, which could make it dysfunctional, or weak and may falter due to mismanagement. There are many responsibilities when coming a board member and they are obligated to make themselves fully aware of those, for the organisation they wish to support. When taking the position as a board member you have legal obligations within that position and are held more accountable by the public and shareholders. The amount of responsibility is so much higher than they have had in the past, these include:-
· Monitoring actions of the CEO
· Meeting the bylaws of the company
· Is audited according to the law and remains financially sound
· Ensuring company meets regulatory obligations which are already established by the governing bodies

The CEO will always be the leadership role, ensuring that that staff and the board have up to date information of the company and ultimately has the responsibility for the results and performance of the company.
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