STAGE 2 BUSINESS AND ENTERPRISE 

FOLIO TASK 2 – EXTENDED WRITTEN RESPONSE


Executive Summary

In this report I need to advise Dan and Nicole which ownership structure would be best for their business. Included will be advantages and disadvantages of a Partnership and a Private Company. A variety of sources were referenced to gather information for the report. Business textbooks provided relevant information, along with web sites.

Introduction

Providing coach tours to wineries is the proposed business intention of Dan and Nicole. They anticipate expanding to a national level in the future. 

Before considering the national scene, Dan and Nicole need to ensure that their business can be viable on a local level. So their immediate ownership structure should match the “start-up” business goals. Focus on starting a small, a profitable wine touring business, then achieve their long term goal of a national service.
Ownership Structures

Partnerships are a common form of ownership structure for a business that is just starting up. As Chapman points out, they can be owned and operated by between 2-20 people.
   

However, Nicole and Dan need to understand that in a partnership, the owners and the business are not separate legal entities.
 This literally means that Dan and Nicole are responsible for the debts of the business to the point of losing their personal assets.
A partnership, especially within a family, can be as simple as a verbal agreement. However, as they are considering taking in their children, I would recommend a formal written agreement. This “Agreement” should have all the detail on who is responsible for which role in the business, how they will set up the business and what their plans are for the future. 

Apart from being easy to set up, partnerships have the added advantage of being cheaper to set up compared to other types of ownership, especially private companies. As well, there is less government regulation and the partners combine their skills and assets to the benefit of the business. However, there can be problems within a partnership like, arguments over control, different work ethics, and as pointed out before, legally liable for the debts of the business.

Although a private company is more expensive to set up, there is limited liability for the shareholders and a company is taxed at lower rate than individuals in a partnership.
 There is greater opportunity to raise capital and grow the business, but the management structure is more complex and you must publish annual financial reports. Nicole and Dan may not have these skills themselves, and they would therefore have to out-source these requirements to an accountant, which would increase the costs of the running their business.

So I think that Dan and Nicole would be best suited to start their business as a partnership because it requires less skill and therefore less money to set up. Their children could become members of the partnership at a later date.

The major disadvantage is the unlimited liability. That is why I think it is essential that Dan and Nicole start their business small, and not think of expanding until they are well established.

When they are ready to ‘grow’ their business, Dan and Nicole can change the ownership structure to that of a Private Company. This will provide limited liability protection to all shareholders and increase the growth potential. Dan and Nicole will need to have enough capital to pay for the legal requirements and regulations involved in setting up a private company. Private companies involve the setting up of a formal management structure which can actually increase the difficulty of managing the business. 
So Dan and Nicole need to plan their business very carefully, because success will have a direct impact on their choice of ownership structure and planning for future expansion.

Conclusion

I believe, because of their limited experience in this field the best ownership structure for Dan and Nicole is to start as a partnership. This will put less strain on their ‘start-up’ capital. It will be a simpler structure to manage, because there is no formal management structure. However, they will need to be aware of their cash-flow in order for the business to remain viable and to avoid the possibility of losing personal assets.

As they have already stated that their future goal is to expand the business, then when they have to finances to do this, will be the time to investigate the setting up of a private company. Though expensive, the taxation benefits and limited liability will make it worthwhile.
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PERFORMANCE STANDARDS FOR STAGE 2 BUSINESS AND ENTERPRISE 
	
	Knowledge and Understanding
	Analysis and Evaluation
	Communication
	Application

	A
	Comprehensive understanding of the complex nature and role of business and enterprise.

In-depth understanding and coherent explanation of a variety of business structures, including those of small business in a global environment.

In-depth knowledge and understanding of the relationship between business theory and practice.
	Perceptive and discerning analysis and evaluation of the factors involved in current trends, opportunities, and key issues affecting business and enterprise.

Insightful, and well-informed evaluation of the economic, ethical, social, and environmental implications and consequences of business and enterprise practices in different contexts.
	Coherent and fluent communication of complex information and ideas about business and enterprise to suit the purpose and audience.
Comprehensive and highly proficient use of conventions, vocabulary, and terminology appropriate to business and enterprise.

Consistent and appropriate acknowledgement of a range of sources.
	Highly proficient use of technology that meets current business standards.

Selective and constructive application of knowledge and understanding of relevant business ideas, concepts, and practices.

Proactive and focused selection and use of relevant information from a range of sources.

	B
	Well-informed understanding of the complex nature and role of business and enterprise.
Some depth of understanding and clear explanation of different business structures, including those of small business in a global environment.
Detailed and well-considered knowledge and understanding of the relationship between business theory and practice.
	Well-considered analysis and evaluation of the factors involved in current trends, opportunities, and key issues affecting business and enterprise.

Thoughtful and informed evaluation of the economic, ethical, social, and environmental implications and consequences of business and enterprise practices in different contexts.
	Clear and well-structured communication of complex information and ideas about business and enterprise to suit the purpose and audience.
Proficient use of conventions, vocabulary, and terminology appropriate to business and enterprise.
Mostly consistent and appropriate acknowledgement of a range of sources.
	Proficient use of technology that meets current business standards.

Thoughtful application of knowledge and understanding of relevant business ideas, concepts, and practices.

Well-considered selection and use of relevant information from a range of sources.

	C
	Informed understanding of the nature and role of business and enterprise.
Considered understanding and competent explanation of different business structures, including those of small business in a global environment.

Considered knowledge and understanding of the relationship between business theory and practice.
	Informed analysis and evaluation of the factors involved in current trends, opportunities, and key issues affecting business and enterprise.
Evaluation of the economic, ethical, social, and environmental implications and consequences of business and enterprise practices in different contexts.
	Competent communication of information and ideas about business and enterprise to suit the purpose and audience.
Use of conventions, vocabulary, and terminology generally appropriate to business and enterprise.

Mostly appropriate acknowledgement of different sources.
	Competent use of technology that meets current business standards.

Competent application of knowledge and understanding of relevant business ideas, concepts, and practices.

Considered selection and use of relevant information from different sources.

	D
	Some awareness of the nature and role of business and enterprise.
Awareness and description of a business structure, which may be a small business in a global environment.
Recognition and some basic understanding of the relationship between business theory and practice.
	Basic description of one or more factors involved in current trends, opportunities, and/or key issues affecting business and enterprise.

Some consideration of the economic, ethical, social, and environmental implications or consequences of business and enterprise practices. 
	Some endeavour to communicate basic information and ideas about business and enterprise for a particular purpose or audience.
Inconsistent use of basic conventions, vocabulary, and terminology appropriate to business and enterprise.

Some acknowledgement of sources. 
	Basic use of technology which may not meet current business standards.

Some endeavour to apply knowledge and understanding of one or more business ideas, concepts, and/or practices, which have some relevance.

Selection and some use of information from more than one source, with some relevance.

	E
	Limited awareness of the nature or role of business and enterprise.
Attempted description of a business structure.
Awareness of a relationship between business theory and practice.
	Recognition of one or more factors involved in current trends, opportunities, or key issues affecting business and enterprise.

Limited consideration of any of the economic, ethical, social, and environmental implications or consequences of business and enterprise practices.
	Attempt to communicate one or two ideas about business and enterprise without necessarily taking into account the audience.
Limited and isolated use of conventions, vocabulary, and terminology appropriate to business and enterprise.

Limited acknowledgement of sources.
	Limited skill in using technology.

Recognition of the need to apply knowledge and understanding of business ideas, concepts, and practices, which may have some relevance.

Attempted use of information from more one or more sources, which may have some relevance.


Communication


This paragraph gives mostly appropriate acknowledgement of a range of sources.





Application


Demonstrates well-considered selection and use of relevant information from two sources that may form part of a range of sources.





Knowledge and Understanding


Indicative of some depth of understanding of different business structures.





Application


This discussion demonstrates competent application of knowledge and understanding of relevant business ideas, concepts, and practices.





Analysis and Evaluation


Provides further evidence of informed analysis and evaluation of the factors involved in the key issues of ownership structure.





Additional comments


A review of the student’s work provides evidence of:


Communication


clear and well-structured communication of complex information and ideas to suit the purpose and audience as evidenced in the general body of the report 


proficient use of terminology appropriate to business, e.g. opportunity to raise capital, ‘start-up’ business goals, viable on a local level


a bibliography that shows a range of sources with appropriate acknowledgement. However, greater reference to use of these sources would enhance the report.





Communication


Very brief therefore indicative of some endeavour to communicate basic information and ideas for a particular audience. 





Analysis and Evaluation


Provides evidence indicative of informed analysis and evaluation of the factors involved in opportunities and key issues affecting business.





Knowledge and Understanding


The introduction gives a first impression of evidence of well-informed understanding of the nature of business.





Knowledge and Understanding


Provides evidence of some depth of understanding of different business structures.
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