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Introduction to Small Scale Business 
Management

Word of Welcome
Welcome to BOCODOL, the college of excellence in distance and open learning.  We 
congratulate you for taking this important decision to enroll on a programmer aimed at 
equipping you with business skills.  These will be related to the enterprise you are either 
running or the one you are planning to start.

This is a distance learning course you can do while at your work place.  The course about the 
business skills is designed for the entrepreneurs like you with the objective of improving the 
work-related competencies you require.  Here is your opportunity for the lifelong education 
to ensure a diversified economy and economic growth for Botswana.  Through this course, 
BOCODOL is making contributions to Vision 2016 which one of its objectives  is to create a 
mature democracy for Botswana by extending vocational programmes to the adults and the 
youth alike.  Your awareness of the needs of the world of business will contribute to a better 
quality of life at all levels of our society.

The course is based on needs expressed by men and women already in business, as well as  
those who intend to start small scale businesses.  Women Finace House Botswana, Junior 
Achievement Botswana and Kgetse ya Tsie, are some of the organisations that helped in 
deciding on what topics to include in the programme.  After consultation with a number 
of organisations, BOCODOL carried out a survey around Botswana.  We visited men 
and women who are already running their own businesses.  In our interviews with them, 
they came up with those areas of business management they felt needed urgent attention.  
Therefore, course materials which are easy to follow and relevant to those who own small 
scale businesses.

Structure of the course
The programme is made up of 10 modules and each module has 2 topics.  You
will be awarded a certificate at the completion of the course.

Module 1:  Starting and Keeping the Business Going

Module 2: Making the Business Idea Real

Module 3:  Financing Your Business

Module 4: Marketing The Business 

i



Small Scale Business Management Module 1: Starting and Keeping the Business Going

       ©BOCODOL

Module 5: Costing and Pricing a Product/Service

Module 6: Keeping Business Records

Module 7: Selling and the Customer

Module 8: Finding and Motivating Staff

Module 9: Communication in Business

Module 10: Business and Law

Teaching Approach
BOCODOL believes that a learner-centred approach is more effective.  This means the 
modules are written with you in mind.  That is why the language is simplified so that your 
friends or children can easily explain points that may prove difficult.  In fact the English 
used here is easy to translate into Setswana.  The topic contents are structured with many sub 
headings so that your attention is well focused.

Activities are spread generously across sections, and you are expected to attempt them as 
faithfully as you can.  It is important to provide your own answers first before turning to the 
comments after each activity and suggested answers.  In particular, we encourage you to 
share your answers with colleagues and tutors. Experience with distance education learners 
like you has shown that discussion in pairs or groups can be very useful.  This is especially 
true where business ideas are concerned.

In some sessions you will have a tutor.  His or her role is not to dish out lots of information 
or spoon feed you.  He/She is there to guide you or direct your attention to certain aspects 
of a given module.  For you to benefit more from the tutor, it is advisable to read the mod-
ule before going for a tutorial.  This willprepare you for questions you may be called upon 
to answer, or those you maywish to ask.  After tutorials, you will work on your own or with 
friends, when that happens, remember to relate the new ideas to your business interests and 
to use personal experiences whenever discussing business situations.  Always try to practice 
what you have learnt and find out how successful business persons in the community manage 
their businesses.

Where to get help
There may be times when you experience difficulties with some parts of your studies.  Do 
not keep quiet about it, rather try to find some help.  Remember there is no problem without 
a solution. Many of us succeed in our studies by seeking help from people around us.  This is 
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especially true in a practical course like this one.  Business people around you, your friends 
and your tutors are useful sources of help.

Assessment
Throughout the modules you will find activities.  Suggested answers to these activities are 
provided at the end of the activity.  Try to work out the activity before you look up for the 
answers.   At the end of each topic, there will be a self -assessment exercise which you 
are expected to do.  Answers to this exercise can be found at the end of each topic.  In that 
case you should do your own marking.  In addition, you are expected to do tutor marked 
assignments.  You should submit the complete assignment to your tutor for marking.  You 
will also sit for a final examination if you manage to complete all the 10 modules.

iii
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Introduction to Module 1
Starting and Keeping the Business Going

This module is divided into two topics and these are: Topic 1: What Does it Mean to be an 
Entrepreneur?  Topic 2 :  What are the Different Forms of Business?  As you notice, the 
headings of these topics are given in the form of questions.  The reason for doing that is to 
help you start thinking about these two important topics.  They are important to you because 
these are the first questions you should ask yourself when you get into business.

The ideas from module1 will benefit you if you are already in business as well as if you want 
to start a business.  Topic 1 discusses important matters such as what makes a person an 
entrepreneur; reasons for starting a business and the part played by your family members in 
the running of the business.

Topic 2 helps you decide what type of business will suit your situation.  There are different 
types or forms of business that are possible.  It is necessary to look at each type closely 
before making up your mind.  To do that you should examine advantages and disadvantages 
that apply to each type or form.  The activities found in each topic will help you gain a fuller 
understanding of issues discussed.

iv
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Topic 1
What does it mean to be an entrepreneur?

Introduction
BOCODOL has come to know that there are many of you out there, in all the corners of 
Botswana, who are either running a business, or intend to start one.   Stories are told of 
people who decided to open businesses by spending their hard-earned money.  A month or 
two after opening, we see the business closed.  The business is closed due to the fact that 
owners have lost all their money and are broke.  They become very unhappy because of what 
had happened since that was not what they expected before starting the business.  What could 
be the reasons for these discouraging stories?  The reasons are not difficult to find.  People 
often want to try their luck in business without the necessary information on what it takes to 
get into business.  In this topic, l would like  to share with you some of the information that 
will be useful in the running of a business. 

If you look around, there are many examples of successful entrepreneurs.  Can you name 
them?  What is the secret of their success?  The answer is simple.  They did not get into 
business simply to try their luck.  They planned what they wanted to do.  They gathered the 
necessary information.   After reading this module, your understanding of what it means to be 
in business will be deeper.  In turn, you will be assured of success in your business.  That is 
why we have the following objectives.

Learning Objectives
After working through this topic, you should be able to:

 • identify qualities of an entrepreneur
 • give reasons for starting a business
 • give ideas on how to survive in an existing business.
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Contents List
To achieve these objectives you are going to read this information.

1.1  Being an Entrepreneur        2
1.2  Qualities of an Entrepreneur       3
1.3   Reasons for starting a business       6
1.4   The business and your family       9
1.5  Newspapers and your business       10
1.6   What we have learnt         14
1.7  Glossary          15
1.8  Self assessment exercise         15
1.9  Suggested answers to activities       16
1.10  Answers to self-assessment exercise       18

1.1  Being an Entrepreneur
Let us begin by defining an entrepreneur.  An entrepreneur is someone who takes the risk 
of starting a business.  Why do we say he/she takes the risk? Because he/she does not know 
whether he/she will make profit or loss.  Now that we have defined an entrepreneur, let 
us define a business.  A business is any kind of a project that is undertaken as a source of  
income.  It involves, land where it will be located, capital invested to buy material or stock 
either to be sold directly to the market or turned into finished products, buying of assets 
used for producing goods or services. An entrepreneur organizes all these resources.  Big 
shops such as Game Stores, Clicks, industries which manufacture window frames, clothes, 
the farmer who raises chickens or grows vegetables for sale, the hawker who orders clothes 
for sale, the hairdresser or the tailor who mends our clothes, the roadside vendor who sells 
sweets, the person who sells food from a caravan, and many others, are examples of what we 
mean by a business.  

It is important to know the type of business you are interested in.  Each business has different 
challenges.  We usually divide the business types into three groups.  From the list given 
above, we have examples of businesses that make products e.g. the making of window 
frames, which is called a manufacturing business.  The businesses that involve  buying and 
selling finished products such as: groceries, clothing, including a vender who sells sweets by 
the road side are called retail businesses.  The third type is called a service business, examples 
are: hairdressing, plumbing, machine servicing and many more.  They  are called service 
businesses because they offer services to the community.
Now, do the following activity:
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Activity 1A

Look around your village or town and list 5 businesses that belong to each of 
the 3 groups.  Fill in your answers in the space provided.           
 
Manufacturing  Retail    Service 
(i) ______________  ______________ ________________   
(ii) ______________  _______________ ________________
(iii) ______________  _______________ ________________
(iv) _______________  _______________ ________________
(v) _______________  _______________ ________________

Share your answers with a friend.  After that you may check answers at the end of the topic.  
The  answers might differ from yours.  This does not matter because there are many examples 
to choose from.  After that, move on to the next section.

1.2 Qualities of an Entrepreneur
The qualities of an entrepreneur are as follows: self confidence, task/result oriented, profit 
oriented, persistence, perseverance, determination, hardwork, risk taker, leadership, likes 
challenges, responsibility, gets well with others, originality, innovative, creative, flexible 
(openness of mind) resourceful, future oriented.

Read these two experiences below and then answer the questions that follow them.

Experience A

 Mr Gabatswe got a message from the cattle post that one of his cattle was sick.  He   
 ordered the men to slaughter it and sell the meat.  He got P600.00 which he used to buy  
 groceries and clothes for his family.  With the remaining amount, he bought a few cans  
 of Hansa, his favourite beer.

Experience B
 Mr and Mrs Mothusi live in Palapye.  When Mr Mothusi lost his job at Morupule, they  
 found it difficult to pay school fees for their children and to buy food.  Mrs Mothusi had  
 an idea that they should use their Toyota van to order vegetables and sell at the mall.  At  
 first Mr Mothusi did not accept the idea.  The reason was that there were too many   
 businesses doing that.  He was afraid that they might lose money.  Mrs Mothusi   
 reminded him that he was well-known in the community, and had many friends, so   
 there were chances to succeed.  They tried the idea.  Although the van broke down   
 on several occasions, Mr Mothusi did not give up.  Today they are doing    
 very well, and they own a new 3- ton lorry. Their business is called Modise’s veg’s.   
 Below is a picture that shows Mr and Mrs Mothusi’s business.
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Activity 1B

Use the two experiences to answer the following questions in the spaces 
provided.

1. Who is the real business person here?
 __________________________________________________________

2 Give two reasons why you think so? 
 __________________________________________________________
 __________________________________________________________
 __________________________________________________________
 __________________________________________________________

3. Who is not a real entrepreneur?
 ___________________________________________________________

4. Give two reasons why you think so?  
 ___________________________________________________________
 __________________________________________________________

After you complete the activity, compare what you wrote with the answers given by your 
study partner.  When you have finished the discussion refer to the end of the topic for 
suggested answers. 
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Now, let us go back to the qualities required to run a business successfully.  Starting or 
keeping a business going is not easy.  In order to succeed, you need to do these four things:

 • find out your weak points
 • find out your strong points
 • decide how you can improve the weak points 
 • decide how you can make use of your strong points in order to succeed.   
Now, turn to the following activity, which helps you to find out more about yourself an 
entrepreneur.  This is not a test.  Do it as honestly as possible.

Activity 1C

Read each quality carefully.  Decide whether you are strong or weak on it.  Tick in 
the appropriate box. I have in mind my small business of selling chickens. So, think 
of your own business as you work on this activity.

Type of Business__________________________________________

 Quality       Strong  Weak   
 • Ability to deal with competition       
  ___________________________________________________________

 • Ability to carry on when things are difficult  
  ___________________________________________________________
 • Self-confidence 
  ___________________________________________________________
 • Ability to communicate with the public  
  ___________________________________________________________
 • Ability to notice an opportunity 
  ___________________________________________________________
 • Courage to solve problems 
  ___________________________________________________________
 • Readiness to take risks 
  ___________________________________________________________
 • Honesty 
  ___________________________________________________________
 • Accepting failure and moving on
  ___________________________________________________________
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 • Knowledge of management skills  
  _______________________________________________________________
 • Patience    
  _______________________________________________________________

How did you find this exercise?  Entrepreneurs I have worked with before had something 
interesting to say after doing this activity.  They said that knowledge of these qualities helped 
them understand themselves better.  As a result they revised the way they managed their 
businesses. They found that the results showed success.   
Which qualities do you think Mr and Mrs Mothusi have?  What about somebody who trades 
in fish?  Are there any difficulties such a person faces?

Let us examine these qualities further by working through the activity below. 

Activity 1D 

Choose any two qualities in which you think you are strong, and two in which 
you think you are weak.  Write your answers in the space below each question, 
and then talk about them with group members.

(i) My strong qualities are: ________________________________________
_______________________________________________________________
(ii) I use them to improve my business by:  
_______________________________________________________________
_______________________________________________________________

(iii) My weak qualities are: _________________________________________
_______________________________________________________________

(iv) I can improve on them by: ______________________________________
  _____________________________________________________________________

It is a good idea to discuss the qualities with friends, family, wife or husband.  If you turn to 
the end of the topic you are going to find some suggestions in answer to Activity 1D.

1.3 Reasons for Starting a Business 
Have you ever tried to find out why people want to get into business?  A good starting point 
is you.  Why do you want to start a business?  If you are already in business, why did you 
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start that business?  Bear in mind the little story about Mr and Mrs Mothusi.  Quickly write 
down your two major reasons here.

(a) ___________________________________________________________________ 
 ___________________________________________________________________

(b) ___________________________________________________________________ 
 ___________________________________________________________________

There are many reasons why people start businesses. 

Here are a few more reasons.
 
 • To provide a service which may not be in existence in your community.
 • To earn additional income.  This means although you may be employed else-  
  where, your salary may not be enough for the needs of your family.  Therefore,  
  you decide to start a business.
 • So that you own something that is your own, and be your own boss.
 • To create new jobs.
 • Working at your own pace and time.
 • You want to be free and independent.

Many business persons who are successful will tell you that these reasons are true.  Examine 
your situation and decide which reasons you agree with.  While these reasons make the idea 
of starting a business very exciting, let us not forget that there are more businesses that fail 
than those which succeed.  Why is that so?  Suggest any one reason from your experience.  
Write it down here.
________________________________________________________________________
________________________________________________________________________

In addition, consider these ones: 
 • A business is risky.  If you do not have a good plan you could lose  all your   
  money.
 • By giving up your job, you loose the security you enjoy when employed by   
  somebody.
 • In a small business you are responsible for everything: accounts,    
  workers, transport, orders, etc.  You become overworked.
 • In most cases you cannot go on holiday.
 • Your business is threatened by competition from similar businesses in the   
  community.
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This sounds discouraging, but very useful.  You need to be aware of reasons for starting a 
business, as well as reasons why businesses fail.  From now onwards, this awareness will 
help you to run your business satisfactorily.  Work in groups of 3 to complete the following 
activity.  If you do not have a group to work with, you could complete it on your own.

Activity 1E 

Mr Sekwakwa wants to open a trading business at some place in Botswana.  
He has good reasons for doing that.  On the other hand, Mrs Bothakga has 
a number of reasons why Mr Sekwakwa should not start the business.  They 
start an argument, and Miss Batane is there to act as chairperson.  Organise 
yourselves to play the role of Mr Sekwakwa, Mrs Bothakga and Miss Batane.  
After taking part in the role play, or listening to it, list any 3 ideas you learnt from 
the argument. 

(a) ____________________________________________________________
 ____________________________________________________________
 ____________________________________________________________

(b) ____________________________________________________________
 ____________________________________________________________
 ____________________________________________________________

(c) ____________________________________________________________
 ____________________________________________________________
 ____________________________________________________________

Some suggestions in response to this activity are given at the end of the topic.  Let us now 
look at how a business involves your family.
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1.4 The Business and Your Family
Partners often support each other in business as shown below.  Mr and Mrs Dineo are working 
together in a business.   They sell dried fish to the motorists.
It is important to note that without the full support of your spouse, or that of your relatives, 
chances of succeeding in a business are limited.  You will remember that one of the problems 
of running a business is that you get overworked.  You may also not be able to go on holiday.  
That means if you do not have the support of the family, more problems will arise.  Conflicts 
often arise when family members do not see the reason why you should start a business, or 
why you should continue to be in business.  List any two ways in which your business has 
been or could be affected by family conflicts. 

 (a) __________________________________________________________________
 ___________________________________________________________________    

(b) ___________________________________________________________________            
 ___________________________________________________________________

You may want to share what you have written with friends.

You should bear in mind that by including the needs of your family in the business, it is pos-
sible to prevent future difficulties and promote chances of success.  When I asked my former 
students to suggest how the business person can promote understanding with the family, this 
is what they suggested:

 • Time to be with family is a problem for the business person; therefore, you simply  
  have to create it.
 • Discuss with family members what time you could set aside to be with them.
 • Spare thirty or so minutes twice a week, during work time, for family members  
  and relatives to come and see you at your work place.  This is useful even if you  
  chat about nothing.
 • Develop new habits such as phoning home from work just to say “hello”, writing  
  letters or sending e-mail to relatives whom you no longer meet as regularly as you  
  used to do before going into business.

Suggest more ways of preventing conflict with your family.  These ways help you survive in 
the business.
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Activity 1F

One of the suggestions given above is that when there is no time, you should 
find time.  In the space provided, explain in your own words how you can do 
that.  Think of the type of business you will be running.

 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________
 ________________________________________________________________

Turn to the end of the topic for feedback on this activity.  If knowledge of how you relate your 
business to family expectations helps you survive in a business, there are other considerations 
that also help.  These are sources of information you should always refer to.

1.5 Newspapers and Your Business
Which newspaper do you read?  Do you ever look at the business section?  What sort of 
information is given in that section?  Botswana has a number of newspapers which are 
published either daily or weekly.  In addition to the news and sports sections, every paper 
carries some information about business.  Areas such as forms of business; how to develop a 
business idea; financing your business; marketing a product; pricing; keeping your records; 
stock control; business communication and many others, are often discussed.

We at BOCODOL are convinced that if you read newspapers regularly, you get value for 
money.  You will come across new business ideas that enable you to survive some of the 
hardships that every business person meets.  To show you the importance of the point I am 
making, please read the following articles from
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The Gazette, Midweek Sun and The Voice. 

The following articles are from The Gazette, The Midweek Sun and The Voice:

The Gazette dated: 21 March 2007

The Midweek Sun dated: 21 March 2007



12

Small Scale Business Management Module 1: Starting and Keeping the Business Going

       © BOCODOL

The Voice dated: 23 March 2007                                                          

This proves that by reading newspapers we come across many useful business ideas.  These 
help us answer some of the questions we might have as illustrated in the next activity that is 
based on these newspapers.
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Activity 1G

(a) (i) List Botswana newspapers.
 ____________________________________________________________
 ____________________________________________________________

(ii) State the benefits of reading newspapers
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

(b) Project: Start collecting business articles from newspapers.  Paste them 
in an exercise   book, read them regularly and discuss new concepts with your 
friends. 

(c). When you read newspapers regularly, you come across new businesses   
 concepts.  Explain in your own words what each of these concepts from the  
 article means. 

(I)  An entrepreneur
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

(ii) Sustainable employment opportunity
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

(iii) Country’s economy
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
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Tax Clearance Certificates
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

Tax compliant
______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

What services does BECI offer, to whom and why?
______________________________________________________________________

______________________________________________________________________

 ____________________________________________________________________

Answers to this activity are suggested at the end of the topic.

1.6 What We Have Learnt
We learnt ideas and skills that are of immediate benefit to our businesses.  We learnt that:
 
 • Getting into business is not a question of trying our luck.
 • One secret of being successful in a business is to get information about your   
  business.  Such information is necessary before you start the business and while  
  you are running it.
 • There are certain qualities expected in an entrepreneur.
 • If some of your qualities are poor, you can always improve them.
 • It is important to decide which of the three types of businesses is of interest to  
  you.
 • A business is about making a profit from what it sells.
 • The are reasons for getting into business.
 • There are reasons why business fail.
 • The success of a business depends on the support of family     
  members and relatives.
 • Newspapers are a useful source of information on how to run a business.



15

Small Scale Business Management Module 1: Starting and Keeping the Business Going

       © BOCODOL

1.7 Glossary
Business  :  Buying and selling products or service for money.
Conflicts  :  Disagreements that can arise in managing a business.
Management :  Controlling and making decisions in a business.
Products  :  The tangible items you sell in the business.
Profit	  :  The money you gain in a business.
Service  :  Non tangible items you sell in the business e.g. transport.
Vendor  :  A person who sells food or other small items from a stall in the  
     open space.
Entrepreneur :  A person who takes the risk of starting a business

1.8 Self-assessment Exercise 
A. Answer True or False
1. Running a clinic is also a business.       _____________
2. It is not necessary to know the different types of business. __________
3. Knitting jerseys is an example of a service business.   _______________
4. The story of Mr. Gabatswe shows us how he started a business.  _______  
5. Although the van broke down, Mr Mothusi did not give up.  This     
 shows perseverance.       _____________
6. It is important to know only your strong points before starting a business._________

B. Choose the correct answer from the choice given below.  Write only the letter of  
 the answer you have chosen in the box provided.

7. Readiness to take risks means
 A willingness to work hard.
 B investing money and time without assurance of success.  
 C discussing your idea with a spouce. 
 D  planning how to run a business.       

8. A business person who has the courage to solve problems is one who
 A consults family members in whatever happens.
 B reads newspapers for new ideas.                              
 C does not give up when things get difficult.
 D is honest when dealing with customers. 
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9. When you start a business in order to earn additional income that means 
 A you already have another source of income.
 B you work at your own pace and time.      
 C you are your own boss.
 D you cannot go on holiday.

10. The risk of giving up your job in order to start a business is that
 A you lose everything.
 B family members will not support you.     
 C you create new jobs.
 D you will no longer have a regular income.

11. One problem that may arise if you don’t have support from the family is that:
 A there will be a lot of time to do business.
 B you cannot go on holiday.       
 C conflicts might arise.
 D you get overworked.

12. A business plan is 
 A prepared by your business consultant for you.
 B a document you prepare to guide you on how to run the business.       
 C a document that makes sure your business will not fail.
 D a document that spells out how your family is included in the business.
            [12 marks]

1.9 Suggested Answers to Activities
Activity 1A

Manufacturing    Retail    Service
(i) canning food   a kiosk    a hair salon
(ii) making freezits   a flea market   mending shoes
(iii) making school uniform  selling vegetables  a clinic
(iv) making furniture   a butchery   a pre- school
(v) making baskets    a supermarket   a garage
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Activity 1B
1. Mr and Mrs Mothusi
2. • They have a plan
 • They keep on trading without stopping. 
3. Mr Gabatswe
4. • He has no plan for future
 • After the meat is sold out nothing goes on. 

Activity 1C
The answers are personal, so they don’t have to be the same. The impotent thing is to assess 
your qualities objectively as you do the activity. At the end you should be in a position to say 
whether you can be able to manage a business (if you are not already in business) looking 
at the average grading of your qualities. If you are already in business, compare the average 
grading of your qualities with the current performance of your business. The more the strong 
qualities you have, the more successful will be your business and the more the weak qualities 
you have the less successful will be your business.

Activity 1D
Firstly, choose a quality.  Secondly, say how you use one quality to improve your business.   
For example, if perseverance is your strength, you could say:  when difficulties come up in 
my business, I will keep on working hard until I succeed.  Thirdly, after raising a quality in 
which you are weak, you should say how you are going to improve.  For example, if being 
honest is your weakness, you can say that you will begin by putting your partner or worker in 
front and learn from the way they deal with customers and money matters.

Activity 1E
(a) The decision to open a business should take into account reasons for and against.
(b) It is helpful to find out what other people think about your business idea.
(c) Some reasons depend on the type of business to be started.

Activity 1F
Firstly, you should state the type of business you are engaged in.  Secondly, you ought to spell 
out the working hours, and show the difficulties you have fitting in family needs.  Thirdly, 
suggest time slots you are going to allow for family togetherness.  The slots will be within the 
busy schedule.
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Activity 1G
A. (i)  The voice, Daily News, Mid week Sun
 (ii) Get latest information about the market
  Get information on availability of tenders
  Search for employees
  Advertise the business

C. (i) An entrepreneur is person who takes the risk of running a business

 (ii) Sustainable employment opportunity refers to stable, secure employment with no  
  employment threat

 (iii)  The country’s economy is the wealth and available resources in terms of   
  production and consumption of goods and services. 

 (iv)  Tax Clearance Certificate is issued by Botswana Unified Revenue Service   
  (BURS), reflecting tax clearance of good purchased.  It is mainly used for   
  tendering purposes.

(v)  Tax compliant means meeting all tax and VAT requirements.

(vi)   BECI is responsible for insuring companies against bad debt incurred through unpaid  
 accounts when business transactions takes place, to avoid incurring a loss due to un  
 paid accounts.   

1.10 Answers to the Self-assessment Exercise  
     
(A) 1. True     (B) 7. B
 2. False      8. C
 3. False      9. A
 4. False      10. D
 5. True      11. C
 6. False      12. B 
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Topic 2
What Are The Different Forms Of 

Business?

Introduction
You will remember that in Topic 1 we discussed qualities of an entrepreneur, as well as 
reasons for starting a business.  This is very important background information for every 
successful entrepreneur.  Topic 2 builds on that background by examining different forms 
that businesses can take.  It also links it up with how a particular form of business is owned.  
Why is this knowledge useful?  If all businesses were similar, we would have no problems 
running them.  However, since businesses are different, there are many reasons why we need 
to understand the different forms of ownership.  Thus, in Topic 2 we look at four forms of 
business ownership, and explain the features, advantages, and disadvantages of each one of 
them.

Learning Objectives
After working through this topic, you should be able to:
 • identify the different forms of business ownership
 • distinguish one form of ownership from another 
 • explain the advantages and disadvantages of each form of ownership
 • Explain the importance of licensing a business.
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2.3  A partnership 23
2.4  Close corporation 25
2.5  A limited company 27
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2.8  What we have learnt  31
2.9  Glossary 32
2.10 Self-assessment exercise  32
2.11 Suggested answers to activities 32
2.12 Answers to self-assessment exercise  34



20

Small Scale Business Management Module 1: Starting and Keeping the Business Going

       © BOCODOL

2.1 Some Important Considerations
In every country, business operations are governed by law.  Governments lay down 
regulations which are reviewed from time to time.  These differ from one country to another, 
and also from one town to another.  It is, therefore, very important that as an entrepreneur, 
you should be familiar with all legal considerations applicable to the form of business 
you engage in.  Below are the four basic forms of business ownership that we are going to 
discuss. 
 
 • a one-person concern or sole-proprietorship
 • a partnership
 • a close corporation
 • a limited company.

How familiar are you with each one of these?  To which form of ownership does your 
business belong?  

Look carefully at the picture below.  What do you think is the form of ownership for this 
business?

 When a new business is established, thought should be given to the most suitable form of 
ownership.  This is important because later changes often present problems and inconvenient 
formalities.  The form of the business should comply with government regulations.  There are 
several factors to consider before one decides on the form of ownership.  List any one you are 
familiar with before reading the ones I suggest.
___________________________________________________________________________
__________________________________________________________________________
___________________________________________________________________________
________________________________________________________________________
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Now look at some that I have given.

 (a) Whether the business can survive independent of the owner.
 (b) Whether the business can continue in the absence of the owner.
 (c) Whether the owner has capital to finance the business.
 (d) The legal formalities necessary to set up the business.

Let us now discuss each type of business.

2.2 The Sole-proprietorship
The sole proprietorship business is owned by one person. It is formed for the purpose of 
carrying on a business.  The business person who runs this type of undertaking is known as a 
sole-trader.  This is probably the commonest  and simplest form of business in every country.

Read the story below and answer questions in Activity 2A

Mr Salani lives in a village.  He decides to turn one of his rooms into a tuckshop.  He sells 
small groceries.  People come to buy, and Mrs Salani helps serve them.  Mr Salani sold his 
two beasts and raised money to start.  However, that was not enough so he borrowed money 
from a neighbour.  He allowed people to buy on credit, unfortunately they often did not pay 
back.  As a result he failed to repay his neighbour.  In turn, the neighbour came and took 
Mr Salani’s bedroom suite as repayment for the debt.  When Mr Salani was unwell for two 
weeks, there was very little income from the business.  Mrs Salani did not know how to 
handle the situation.  In order to make up for lost time, Mr Salani overworked himself, but 
this only worsened his health problem.  These days he is talking of closing down the business 
because he hardly gets time to rest or meet his friends as he used to do.

Activity 2A

(a) Suggest one reason why Mr Salani’s business can be called a sole 
proprietorship.
 ___________________________________________________________
 ___________________________________________________________

(b) What should Mr Salani do to ensure that when he is unwell the business   
 continues?
 ___________________________________________________________
 __________________________________________________________  
  __________________________________________________________
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(c) Suggest one mistake Mr Salani makes in running the business.
 ____________________________________________________________
 ____________________________________________________________

 ____________________________________________________________________

Compare your answers with those of a colleague.  You will find that though answers may 
differ, you tend to agree on reasons given for each one.  Feedback to this exercise is given at 
the end of the topic.
What lessons do we learn from the sole-proprietorship?
  • Mr Salani, the owner, provides the capital
 • The sole-trader makes all decisions
 • He has the support and assistance of his wife
 • The business does not exist separately from the life of the owner.  That is why the  
  business does not operate when he is unwell.
  Apart from these points, Mr Salani’s story shows us that there are several   
  advantages of a sole-proprietorship.  Suggest one and write it here before reading  
  the ones that are given.
________________________________________________________________________
________________________________________________________________________

(a) It is easy to start and stop because there are not many regulations to be followed.
(b) It does not require large sums of money to set up.
(c) You can start anywhere.  For example, Mr Salani started at his house.
(d) As the sole owner, you have full rights to the profits you make.

On the other hand, reading the story reminds us that there are a number of disadvantages to be 
taken note of.  Suggest any one disadvantage before reading on.  Write it here.
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________

(a) If the business fails, you are likely to lose personal possessions to the people you owe.
(b) There is uncertainty about continuity of the business in cases of illness or death.
(c) A sole-proprietorship makes you overwork.
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(d) You have little time to socialize.
Look closely at each disadvantage and relate it to your own business. What steps can you take 
to ensure that it does not interfere with the running of the venture?

2.3 A Partnership
Let us begin with the following business situation.

Mr Mapogo is a skilled builder and wants to establish a business.  In order to draw plans for 
his clients he needs somebody who can do technical drawing.  Miss Dilase has such skills, 
so Mr Mapogo approaches her.  He then approaches Mr Motswagae, a carpenter, who will 
deal with roofing.  Finally, Mr Mapogo decides to invite Mr Butale to join him so that he 
could deal with electricity and plumbing matters.  They join together and start a business in 
Moshupa.

Activity 2B is based on the situation above.

Activity 2B

(a) How many people join together to start the partnership business.
 ___________________________________________________________
 ___________________________________________________________

(b) What do you think is the advantage of these people working together in the  
 business?
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________

(c) Suggest one thing these people should do to protect their individual   
 interests.
 ___________________________________________________________
 ___________________________________________________________                 
 ___________________________________________________________

You are likely to get different but interesting answers from your friends.  Discuss these and 
share personal experiences.  The feedback is given at the end of the topic.
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This business situation is known as a partnership.  A partnership occurs when two or more 
persons join together to carry out a business for profit.  The persons themselves are referred 
to as partners. 

Let us look at the characteristics of partnership businesses:
A business has to register a trading name with the Registrar of Companies.• 
Partnership is formed by a minimum of two people and a maximum of 20 persons,• 
Partners share the profits and losses of the business.• 
It is easy to form• 
Partners can raise more capital for their business• 

In (c) above, you suggested one thing Mr Mapogo and his friends should do to protect their 
interests.  For example,  they should sign an agreement or contract prepared by a lawyer.  
What sort of information should be included in the agreement?  To answer this question, 
work on Activity 2C.

Activity 2C

Suggest any six items of information to be included in a partnership 
agreement.
• ------------------------------------------------------------------------------------------------
• -------------------------------------------------------------------------------------------------
• ------------------------------------------------------------------------------------------------
• -------------------------------------------------------------------------------------------------
• -------------------------------------------------------------------------------------------------
• --------------------------------------------------------------------------------------------------

After discussing with colleagues, turn to the end of the topic for suggestions.
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What do you consider to be the advantages of a partnership over sole-proprietorship?  Go 
over the situation of Mr Salani and that of Mr Mapogo before writing any two advantages of 
your choice here.
(i)  ______________________________________________________________________
(ii) _____________________________________________________________________ 

The following additional advantages can also be noted.

(iii) The more the partners, the more the capital raised.
(iv) Partners use their different experiences to benefit the business.
 Despite these advantages, many entrepreneurs still prefer the sole-proprietorship form  
 of business.  This is because they find certain disadvantages with a partnership.  What  
 could these be?  List any two before reading about the additional ones suggested below.

 (i) ------------------------------------------------------------------------------------------------
 (ii) -----------------------------------------------------------------------------------------------
 (iii) It is not easy to find suitable partners.
 (iv) The withdrawal of a member from the partnership can cause financial problems.
 (v) No one partner has any special rights over profits.
  Examine each disadvantage closely, bearing in mind the two situations cited   
  above.  Relate to your own business.  

From observation of the forms of many small businesses in Botswana, it is clear that the 
commonest forms of ownership are:  sole-proprietorship and partnership.  Now that you 
can explain the distinguishing features of either form, you are in a better position to make 
informed decisions about managing a business.

2.4 A Close Corporation
In terms of the law, a close corporation is registered with the Registrar of Companies.  Unlike 
the private company, the Close Corporation has 1 to 7 members. It pays income tax based on 
the profit derived after deducting all business related expenses
  
The following features are associated with this form of business:
• You have to choose a name for the business and then register the business name
• You have to apply for reservation of name so that there are no businesses using the   
 same name as yours
• You have to give a description of the principal business of the proposed corporation.

The major distinction between a close corporation, on the one hand, and sole-proprietorship 
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or a partnership, on the other, is that the business is separate from the person who owns it.  
This means the owner’s private assets (her house, car, or household furniture) are protected 
should the close corporation not succeed.  The financers will not auction such assets.  Instead 
they auction assets that belong to the business.

In Botswana the situation is as follows:
 • This form of business is registered by the Registrar in Gaborone
 • There are special forms to be filled in
 • Batswana and those with Botswana citizenship may become members of a close  
  corporation.  Special consideration is also given to non- citizens
 • The number of members is normally limited to ten people.

What, then are the advantages of a close corporation?

Activity 2E

List any three advantages you would associate with a Close Corporation.
(i)_____________________________________________________________
_______________________________________________________________
_______________________________________________________________

_______________________________________________________________

(ii)_____________________________________________________________
______________________________________________________________
_______________________________________________________________

(iii)_____________________________________________________________
_______________________________________________________________
_______________________________________________________________

Compare your answers with the feedback at the end of the topic.

While we acknowledge the advantages in setting up a close corporation, these disadvantages 
have been reported by entrepreneurs
 • The close corporation has to employ a full or part-time accounting officer who  
  has to be paid for the services rendered.
  A lot of formalities are needed to register and run the business

We have discussed the three forms of business ownership. How useful do you find this 
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information in understanding the business you are interested in?  We move on to the fourth 
and last form of business ownership.

A Limited Company
“Have you ever come across the words “private limited company?”  In a private limited 
company, the number of shareholders is limited to 50, and it must be registered with the 
Registrar of Companies.  It is identified by the words “Proprietary Limited”, pty(ltd) after the 
name.  Like the close corporation, it is independent from its shareholders.  
At this point you may be asking yourself the question:  What are its advantages?  Here are 
some of them:
 • The company is a separate legal entity.
 • It can have one or more members, but not more than 50.
 • The company’s capital is represented by shares which are owned by the members,  
  and can be transferred.
 • A single authority is vested in the managing director who sees to the day to day  
  running of the company. 

On the other hand, the disadvantages of a private limited company are that:
 • Like the close corporation the rate of income tax charged is high..
 • Steps taken to start the business are more complicated and expensive.
 • The company is controlled by directors, and the other      
shareholders have little control over activities of the working directors.
 • There must be annual financial statements prepared during the company’s   
  financial year. 
Now let us pause a little and allow you to do the following activity.

Activity 2F

(a) What problems are likely to arise when one member who is the Managing 
Director is given overall authority while others do not take part in the 
management.
 ____________________________________________________________ 
 ____________________________________________________________ 
 ____________________________________________________________

(b) It is said that steps taken to start a company are complicated.  In what way  
 is that a disadvantage?
 ____________________________________________________________
 ____________________________________________________________

Comments on this activity can be found at the end of the topic.



28

Small Scale Business Management Module 1: Starting and Keeping the Business Going

       © BOCODOL

Finally, issues such as management of the company, the shares, the dividends, and 
remuneration of directors are spelt out in a document called Memorandum and Articles of 
Association.

A limited company can also be a Public Limited Company (PLC).  Most of the character-
istics, advantages and disadvantages of the PLC are the same as those of a private limited 
company.  

Differences between a public and private limited company
When you have decided which of the four forms of ownership you want, the next important 
task is to get a license to operate the business.

Private limited company Public limited company

Owned by 2 – 50 shareholders Owned by a minimum of 2 people but the  
maximum is infinite

Does not sell shares to the public Sells shares to the public

2.6 Licensing a Business
Business persons in different countries have often asked these questions: What is a business 
license?  Why should a business be licensed?  Before attempting answers to these questions, 
it is important to note that by law, no person is supposed to engage in a business without 
a license.   There are different forms of licenses such as: Manufacturing including Milling 
License under Control of Maize Milling Act, Bakery license, Trade and Liquor Regulation 
- Bar Liquor License.  Licenses are issued under different Ministries, for example business 
related to Information technology are referred to Ministry of Science, Communication and 
Technology, agricultural businesses, to Ministry of Agriculture. Some businesses are reserved 
for Batswana such as manufacturing school uniform, milling of sorghum and bakery.

Licences are paid for in different ways.  These range from a daily fee to an annual payment.  
For example, when you decide to sell vegetables once a week, some local councils require 
that you pay a daily fee.  However, for permanent businesses you may be required to pay for 
the whole year.  

Suggest any two reasons why you should license the business.
(i) _____________________________________________________________________ 
 ______________________________________________________________________
 ______________________________________________________________________

(ii) _____________________________________________________________________
 _____________________________________________________________________



29

Small Scale Business Management Module 1: Starting and Keeping the Business Going

       © BOCODOL

The following are additional ones for you to consider.  You license the business in order to:
 • ensure security for the public in the community
 • ensure that health standards are taken account of
 • ensure that the locals of any given country have a fair share of business
 • protect yourself
 • make certain that you carry out trade in those goods you applied for
 • protect the environment.
Before working on Activity 2G, examine each reason given above and suggest its importance 
to your business.

Activity 2G

Write short answers below each question.  Think of the community in which 
your business is situated.

(a) List any three businesses which should take public health into account.
   
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________

(b) Suggest any five businesses that can be a security risk to the public.    
 Support your answer. 
             
 • ------------------------------------------------------------------------------------------
 • ------------------------------------------------------------------------------------------
 • ------------------------------------------------------------------------------------------
 • ------------------------------------------------------------------------------------------
 • ------------------------------------------------------------------------------------------

(c) Explain in your own words why a license protects the business owner?
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________
 ___________________________________________________________

Feedback on these questions is given at the end of the topic.
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A licence is normally linked to specific premises, that is the place where a business is 
located.  Licences can also be issued without specific premises in mind.  Each country has its 
law or ordinance covering trade licences.  You should, therefore, find out more information 
about this before setting up the business.

Activity 2H

(a) Mention any two businesses for which a license is not linked to specific   
 premises.
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

(b) Mention any two businesses for which a license is linked to specific    
 premises.
 __________________________________________________________  
 __________________________________________________________
 __________________________________________________________  
 __________________________________________________________

(c) Do you know where you can obtain a trade license in your home village or   
 town?
 __________________________________________________________  
 __________________________________________________________ 
 ___________________________________________________________
 ___________________________________________________________

(d) Does the business you intend operating require a license?
  
   Yes     No

Finding this information will be helpful.  It is always safe to follow the law when you go into 
business.  Refer to the end of the topic for suggested answers.  
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Income Tax
When you register your business with the Registrar of Companies, you are expected to pay 
income tax.

Let us learn more about the income tax.
What is income? The money you receive from the sales you make in your business is your 
income.  Tax on the other hand is the money that the government charges individuals and 
businesses.   Income tax is the amount of money charged on the businesses according to how 
much sales have been made.

 Every business, from sole-trader to limited companies, is taxed expected to pay tax. If the 
business makes a loss, tax may not be deducted because there would not be any income to 
deduct from.

In Botswana tax is paid to Botswana Unified Revenue Service (BURS).  This is a body set by 
the government of Botswana to collect tax from individuals and businesses.  A business has to 
register with BURS for income tax, in return, BURS issue the business with a tax certificate 
that is valid for 12 months.  

The government of Botswana levy tax on businesses for various reasons.  Complete activity 
2D before  you look at the suggested answers.

Activity 2D

Suggest three reasons why governments lay tax on businesses.
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

After exchanging views with colleagues, refer to the end of the topic for feedback.

2.7 What we have learnt
Topic 2 developed further the ideas about entrepreneurship which we raised in Topic 1.  In the 
present topic focus was on how entrepreneurship is closely linked to the form of ownership 
that an entrepreneur chooses.  The focus was on these areas which we covered:
 • the characteristics of four types of business ownership
 • the advantages and disadvantages of each form of ownership
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 • licensing the business.
 • Income tax and the type of business

2.8 Glossary
Assets:   Property owned by the business.
Authority:   The power to give orders in a business.
Capital:   The property or money used to run a business.
Income tax:  Money paid to government by individuals and businesses
Enterprise:   A business project or venture.
Venture:   An enterprise or business project.

2.9  Self-assessment Exercise
Answer True or False in the space provided.

1. Business regulations are the same in every country.       ____________
2. Sole-proprietorship can survive independent of owner.     ____________
3. A partnership is different from sole-proprietorship.      ____________
4. Income tax is the money you pay to the landlord.      ____________
5. A close corporation is registered with the Registrar of Companies.     ________
6. A limited company is not a separate legal entity.            _________
7. When you run the business of coaching learners for public       
 examinations you should take public health into account.           _________
8. Mining is a security risk business.                                                      _________
9. A consultant does not necessarily need premises to obtain a licence.    _______
10. A limited company is easier to form than a partnership.     ____________

2.10 Suggested answers to activities
Activity 2A
(a) He runs the business on his own.
(b) He should train his wife on how to run the business.
(c) He allows people to borrow without paying back.

Activity 2B
(a) Four people.
(b) They raise more capital.
(c) They should sign an agreement.
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Activity 2C
 • Partners’ names
 • Purpose of partnership
 • Name of partnership
 • Place of business
 • Capital contributions
 • Partnership property
 • Partnership duties and responsibilities
 • Remuneration 
 • Voting rights
 • Retirements
 • Signatures of partners.
Activity 2D
 • To enable the government to provide certain services e.g. roads, hospitals,   
  schools, etc.
 • So that the government can develop the country
 • To balance the national budget.
Activity 2E
 • The private assets of members are separate from the business
 • The business continues to exist when members change
 • The profit is calculated according to the share that each member has in the   
  business 
 • It is easy to form.
Activity 2F
(a) If he or she is dishonest he might mismanage business funds.
 •  There is the danger of the managing director managing the 
  business as personal property.
 •  If he or she has personality problems, that can spoil the image of the business.

(b) It is a disadvantage because time is wasted pursuing legal channels before you can    
 start.  Also, money is involved which means money you could use to start is disturbed.
Activity 2G
(a) • a kiosk, a beer garden, a green grocer
(b) • a mine
 • a minibus
 • a shebeen
 • a beerhall 
 • metalwork.
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(c)  • When you have a licence, law enforcement agencies will not give you problems.
 • Should a problem arise at your business, the law will help you solve it.

Activity 2H
(a) •  selling sweets and fruits in the street
 •   baby sitting
(b)  •  selling insurance policies
 •  a hair salon
 •  manufacturing shoes

(c) Yes.  City/town/district council
(d) Yes/No

2.11  Answers to the Self-assessment Exercise 

 1. False  6. False
 2. False  7. False
 3. True  8. True
 4. False  9. True
 5. True  10. False


