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PREFACE <1

PREFACE

As China deepens its economic reform and opens its door wider to
the outside, business English is gaining popularity rapidly. Learners
of business English have been increasing in number and numerous
textbooks of business English have been turned out to satisfy the
learners’ needs. Having been a teacher in this field for almost 2
decades, however, I have found that most of such texts are designed
for learners at the beginning or intermediate level. The English they
deal with is mainly for office secretaries and sales people. To meet
the needs of advanced learners, particularly those who take business
English not as a course but as a major, textbooks of a higher caliber
should be developed.

First, the subjects covered by such textbooks should embrace
all the major components of modern business, from how to establish
a business to ways to change its form; from product R&D to calcu-
lation of profits or losses; from doing business in one’s own country
to making money abroad, etc. These subjects need not be dealt with
in depth, but must be concisely covered to give learners a basic but
comprehensive understanding of modern business.

Second, the English used by such texts should not be 100 aca-
demic or full of technical jargons. It should represent the English
which is used by ordinary business people, and the newspapers and

magazines they read.
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Fundamentals of Business is an attempt in this direction. It is
written neither as a content textbook for native speakers of English
nor as a language textbook for non-native speakers. It tries to stand
somewhere in between, attempting to present the fundamental ele-
ments of modern business with a controlled body of English expres-
sions which I hope are neither too casual nor too technical for upper-
division or graduate students of business English, or other types of
advanced learners of business English.

Fundamentals of Business consists of 18 chapters, each cover-
ing a major issue in modern business. At the end of each chapter,
there are two exercises: 1) Business Case, and 2) Translation and
Discussion and 3) Run Your own Business. The second exercise is in
fact a series of short stories about a garment manufacturing firm in
China. Designed for students to practice business English, each sto-
ry and the ensuing questions should be first translated into English.
The discussion that {ollows should also be in English. Students do
not have to do the translation in a word-for-word fashion. Rather,
they are encouraged to use each story as a framework and add what-
ever details as they see fit so that they can practice business English
in a more comprehensive way; they can also raise other questions to
expand the discussion.

The whole course is designed for eighteen 3-hour sessions plus

one final examination. Each session may follow the procedure be-

low:
1. Lecturing 1 hour
(focusing on the issue)
2. Discussion on the issue covered 0.5 hour

{focus shifting from issue to language)

3. Business Case, Translation and Discussion 1.5 hour
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Run Your own Business
{(focusing on the use of language)

As can be seen from the above suggested procedure, a session
focuses on content (the issue), and is basically teacher-centered in
the first half; however, the focus shifts onto language, and the ses-
ston is student-centered in the second half.

Fundamentals of Business was first written in 1996 and has
since been used for several classes. Based on my classroom experi-
ence and students comments, revisions have been made in content
and format. However, as a textbook of experimental nature, it must
still have a lot of room for further improvement. I would appreciate,
therefore, further comments and suggestions from colleagues and

students.

Chen Zhunmin (I FHER)
Beijing
February 2000
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Chapter One

SETTING UP A BUSINESS

When asked what they want to do in the future, most aspiring stu-
dents of business would answer, “Set up a business and be my own
boss.” What, then, are the major forms of business in a market e-
conomy? There are four, namely, sole proprietorship, partnership,

corporation and franchise.

Sole Proprietorship

A sole proprietorship is a business owned and controlled by one per-
son. In the United States, quite contrary to the general impression
that it is a country made up of giant corporations, sole proprietor-
ships account for about three-quarters of all businesses. They con-
centrate in restaurants, street corner grocery stores, florists, beauty

saloons, drug stores, farms and similar businesses.

Advantages
The advantages of sole proprietorships are many fold. The following
are their major appeals.
1. Simple to Establish
In the United States, it often takes just a few minutes to set up

a new sole proprietorship. Just pay a small fee, get the necessary
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state and local licenses or permits, and you are the owner and boss of
a new business. The procedures for setting up a sole proprietorship
in China have also been simplified a great deal in recent years.
2. Freer in Decision-Making

Compared with other types of business, a sole proprietorship
has greater freedom in deciding on business policies and operations.
As a sole proprietor, you make your own decisions on the type of
goods (or services) you want to offer at the price you feel appropri-
ate. You don’t have to consult with anyone else on when to open
and close, whom to employ as your assistant, and when to take a
week off for a holiday in Greece.
3. Easy to Keep Operational and Financial Secrecy

Like successes in battle fields, successes in business are some-
times based on secrecy. If you work as a company manager, howev-
er, you can hardly keep your business strategies secret. But if you
are a sole proprietor, you don’t have to report to shareholders or
board directors. Nobody can discover the operational or financial in-
formation of your business unless you have an incurable urge to im-
press others.
4. Less Tax Burden

Compared with other forms of business, sole proprietors are the
luckiest businessmen in terms of tax burden. In the US, for exam-
ple, the tax rates for sole proprietors are often only half of those for
corporations. '
5. Exclusive Use Aof Profits

Employees, be they general managers or blue-collar workers,
often have the feeling of “making bridal dresses for others.” This is
why so many people choose to be their own boss. As a sole propri-

etor, if you work hard and make a small fortune, you can take all
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the profits and don’ t have to share them with anyone else. This is

perhaps the most appealing feature of being a sole proprietor.

Disadvantages
Being a sole proprietor does not mean you are free from problems.
The following are some of the disadvantages.
I. Unlimited Liability

This is the worst nightmare for every sole proprietor. Liability
here means obligation to pay one’s debts. A sole proprietor has, by
law, unlimited liability, which means if he goes bankrupt, he may,
in order to pay his debt, lose not only his business but part or all of
his personal properties.
2. Limited Access to Capital

It might be easier for a sole proprietor to get a bank loan, be-
cause he has personal as well as business assets behind him. But
compared with corporations, which can get financing not only from
banks but also from shareholders, sole proprietorships’ access to
capital is rather limited and therefore 1t is more difficult to secure ad-
ditional capital.
3. Limited Managerial Expertise

Many sole proprietors may be experts in one field or another,
but seldom have the expertise in every aspect of managing a modern
business, which involves at least marketing, financing and human
resources management. Therefore, sole proprietors have to make
extra efforts in order to run their business well and often spend

longer hours on work.

Partnership

Those who believe that “two heads are better than one” often choose
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working in a partnership rather than running their business alone. A
partnership, as defined by the US Uniform Partnership Act, is “an
association of two or more persons to carry on as co-owners of a busi-
ness for profit.” Although partnerships can be formed upon oral a-
greement, most partnerships have a written contract which stipu-
lates the duties of each partner, the way to share profits and losses,
and in case of dissolution, the method to divide assets and / or liabil-
ities.

Partnerships are typically found in businesses such as law firms,
accounting firms, and dental clinics which provide professional ser-
vices in specialized areas. Insurance firms (e.g. Lloyd’s of Lon-
don), advertising firms, real estate firms, and management consult-
ing firms are also common examples of partnerships.

Although all these are called partners, some members of a part-
nership may be very active in the management of the firm and there-
fore take unlimited liability, while others choose to stay away from
management and assume only limited liability. The former are re-
ferred to as general partners and the latter as limited partners. In
each partnership, however, there must be at least one general part-

ner.

Advantages
Running a partnership has several advantages.
1. Improved Access to Capital and Credit

Compared with a sole proprietorship, a partnership has more
sources of capital and credit. First of all, more capital is contributed
by the partners and more funds can be obtained from friends and in-
vestors. Secondly, suppliers are more likely to extend credit because

most partnerships have more than just one general partner, which
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means more people are personally responsible for the debts.
2. Greater Possibility for Good Management

Partners may bring to the firm different talents and expertise
and can therefore make better decisions and manage the firm on a
sounder basis.
3. Definite Legal Framework

Over the past few centuries, a definite legal framework has de-
veloped for partnerships and, therefore, settling legal problems con-
cerning partnerships is relatively simpler than solving problems of
other forms of business.
4. Better Prospects for Growth

With increased capital and credit, better management and a
more definite legal {ramework, a partnership stands a better chance
to survive possible setbacks and has better prospects to expand and

grow.

Disadvantages
The major disadvantages of a partnership are as follows.
1. Unlimited Liability

Like sole proprietors, general partners are personally responsi-
ble for any debt they owe and may lose all their personal property if
the partnership goes broke.

2. Internal Conflicts _

Two heads are commonly believed to be better than one, but
unfortunately it is not always true in reality. As the saying goes,
“too many cooks spoil the broth.” The partners may have differ-
ences in opinion or run into serious conflict of interest. This will

surely hurt the operation and well-being of the firm.



