Business Operations

Choosing the right form of business is central to a firm’s success.  There are four types of business ownerships for which a person can choose.  Below is a chart that lists several advantages and disadvantages associated with each choice.  Some of the chart is already completed for you but several important facts are missing and will need to be filled out while taking notes.

Sole Proprietorship –

Partnership – a business owned and managed by more than one person

Corporation –

Franchise – an agreement or license to sell a company’s product exclusively in a particular area, or to operate a business that carries the company’s name.

	Types of Ownership
	Advantages
	Disadvantages

	Sole Proprietorship
	· Easy to start business

· 
	· Capital is limited to what the owner can supply
· Life of the business depends on the owner; it ends if owner quits or dies

	Partnership
	· More sources of capital available
· More business skills available

· 
	· Each partner is liable for business debts made by all partners, even losing personal property if business fails
· Each partner shares profits
· 

	Corporation
	· Ownership can easily be transferred through sale of stock; businesses not affected by change of ownership
· 
	· Owner’s do not have control of decisions made each day, unless they are officers of the company
· Business activities of the corporation limited to those stated in the certificate of the incorporation

	Franchise
	· Receive training regarding the methods used by the company
· Already has a location and a physical plant
· Established procedures are already in place
	· May have outdated inventory
· Facilities and equipment may need repair

· Employees may lack important skills




Listed below are characteristics of the way businesses are organized or the way they conduct their affairs.  Place a check mark in the column that identifies the type of business to which the characteristic belongs.  Some may apply to more than one type of business

	Characteristic
	Sole Proprietorship
	Partnership
	Corporation

	The owner is the boss and makes all the decisions
	
	
	

	Owner(s) cannot start business unless approved by the state
	
	
	

	May be owned by thousands of different people
	
	
	

	One of the owners may be personally responsible for the debts of the other owners
	
	
	

	Considered the best type of business for raising large amounts of capital
	
	
	

	Profits distributed in the form of dividends according to the number of shares owned.
	
	
	

	The business is managed by a board of directors
	
	
	

	The owner or owners can lose their personal assets
	
	
	

	Each owner has one vote for each share of stock
	
	
	

	The owner’s are not liable for the firm’s debts
	
	
	

	Easy to start this type of business
	
	
	

	Business ends when owner quits or dies
	
	
	

	Owners receive all the profits and are responsible for the debts of other owners
	
	
	


