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Principles of Business
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Organisations
Within business, all organisations operate within one of three identified sectors; the public, private and voluntary/third sectors. The sector the organisation operates within determines a number of elements including ownership, profitability and the funding of a business.
Private Sector
Private sector organisations are owned by an individual or a group of individuals. The main purpose of these businesses is to operate in a way that will build a profit for the owners. A private sector organisation is funded by the owner through investment and as such the owner can award themselves a salary or bonus from the annual profits.
Private sector businesses include the following;
· Sole traders – businesses which are easy to set up where the owner is responsible for all activities undertaken by the business. In this case the owner has unlimited liability for debts incurred by the business.
· Partnerships – A partnership is made up of a number individuals/small businesses who share skills and profits. Again, the owners have unlimited liability for debts.
· Private Limited Company (Ltd) – These are privately owned businesses registered with Companies House. They submit annual accounts which can be viewed by the public and have limited liability for debts.
· Public Limited Company (Plc) – These are businesses registered with Companies House whose shares are openly available for trading. They register public accounts which are available to view.
· Cooperatives – These are businesses owned by members that are run and managed by the members for the benefit of the members. Profits are shared by the members.
Examples of private sector organisation include Ford, Sky, British Gas.
Public Sector
Public sector organisations are owned by the country and are paid for using public funds, usually through taxes or government money. Public sector organisations provide services and resources to the public.
Public sector businesses include;
· Government departments
· Ministerial departments – departments run by a minister that develop and implement government policies and are accountable to the government.
· Non-ministerial departments – departments run by a board rather than a minister. These departments are not linked to a particular political party and are used to regulate or inspect services in place.
· Agencies – These provide specialist services to government departments and receive their finding from the government. Often referred to as QUANGOs (Quasi-autonomous non-governmental organisations).
Examples of public sector organisations include the NHS, Ofsted, DfES.
Voluntary/Third Sector
Voluntary or third sector organisations are owned by a charity or trust and work to benefit the public, a community interest or a charity. Any profits made are used for the benefit of the charity rather than owners or boards.
Voluntary sector businesses include;
· Charities – businesses registered as a charity are managed by a board of trustees and abide by specific regulations monitoring the industry. Members and trustees are responsible for any debts incurred by the business.
· Charitable incorporated organisations – similar to a charity, these businesses are registered and abide by the same regulations. They are managed by trustees but have limited liability for debts.
· Social enterprises – businesses that apply strategies to maximise improvements in human and environmental wellbeing rather than maximising profits for external shareholders.
Examples of voluntary organisations include Oxfam, Salvation Army.
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