Business Studies

Sole Trader � Advantages

- Own Ideas
- Initiative
- All the profit
- Easy to set up
- Decide who to hire
- Keep accounts private
- Choose your own name
- Personal style of management
- Take own holidays
- No share holders
- Minimum politics

Sole Trader � Disadvantages

- Increased risk
- Responsible for your own actions
- Capital requirement
- Increased pressures
- More isolated
- Reduced support
- More expensive

    Being a sole trader is the easiest way to set up your own business, you will need to write up a business plan showing you have thought about your market this means if your product will succeed in your selected location.   An example of a sole trader would be an Ice-Cream man, or a florist.   These two examples are sole traders because they are self employed and do not need to hire many employee's as they would not get that many customers, they also do not have any share holders which means total control.   In a sole trader company, it would involve just the one owner, and he would work for himself, therefore gaining all the profit.   A sole trader does not have a large market as it is only a small firm and can't afford to keep up with all the latest marketing ways.

Partnership � Advantages

- Less expensive
- Shared risk
- More support
- Less pressure
- Debt

shared equally between all owners (advantage if you put more money into the company)

Partnership � Disadvantages

- Less power
- Shared ownership
- Debt shared equally (disadvantage if you own less)
- Benefits shared
- Less profit

    An example of a partnership could be a dentist, or an engineer.   For a partnership to be formed you will need two to twenty people involved in the company.   By being involved this means investing in the company and helping out in the work load.   First you will need to prove to the bank that you will eventually be able to pay back loan by providing a business plan showing your location and market is good and you will be making earning enough to make a profit and therefore pay back the bank.   The size of a partnership would be small but larger than a sole trader.   There market would be larger and they would need to hire some staff but not many.   The profit made by the company would be split depending on how much each co-owner owns, the owner who put more money in would get the greater profit.   Although the most powerful owner gets most of the profit and more power, the debt would be split equally among all of the owners.

L.T.D � Advantages

- Shares can only be sold to friends and family
- Widespread support
- More investment opportunities
- Better cash flow
- More 

financial strength

L.T.D � Disadvantages

- Less control
- More dependable on others
- Responsible to shareholders
- More dependent
on others
- Not as easy to get your own way, there is other peoples ideas to consider
- Increased cost

    An example of a L.T.D would be Chelsea football club, this is a L.T.D as the current owner has bought all of it and so there is one owner.   This company would be very large, world wide even.   It would also hire within the thousands as the company is so big.   Due to the size of the company there marketing would be a major part in the company's profit, as there is so much competition they will need to keep up with the latest marketing ideas.   The profit would go to the single owner and all the people who have bought shares in the club.   For you to be the single owner you would need to completely buy the whole organization, for example "Abromovic" with Chelsea Football Club, but this does not mean total power as there will be many share holders to answer to.

P.L.C � Advantages

- Widespread support
- More investment opportunities
- Better cash flow
- More financial strength
- Less cost due to share holders

P.L.C � Disadvantages

- Responsible to shareholders
- Reduced capital / financial personal risk
- Less control
- Must listen to other peoples opinions
- Less

power over decisions
- More dependable on others
- Complex politics and procedures
- Increased public liability

    The most obvious example of a P.L.C would be a football club, like Manchester United or Liverpool, as most, but not every football club is a P.L.C.   To form a P.L.C there can be as many owners as you want, and there are also share holders.   The size of the company is huge, and employs in the thousands since there are so many customers.   The market needs to match there competitors so a lot of money is put in to marketing, hoping that it will pay off eventually and therefore making a profit.   If a profit is made then the stock will go up and the share holders will also make there profit if they sell them back to the company at the best time.   To get in a powerful position in a P.L.C you will have to keep buying shares until you have enough to make your own decisions or even take over the company.

Franchise � Advantages

- Possibly easier to finance / no start up cost
- Access to quality training and ongoing support
- Reduced risk of failure
- Access to extensive advertising
- Access to lower cost and possibly centralised buying
- Few start-up problems
- Use of well-known trademark or trade name
- Loyal customers
- Administration done
- Stock control done
- Other people to deal with

your problems

Franchise � Disadvantages

- Costs of supplies or materials may be more expensive
- Possible exaggeration of franchisor advantages
- Franchisor may saturate your territory
- Crushes creativity / cannot
do what you want with the company
- Cost of franchise and other fees may reduce your profit margins
- Termination policies of franchisors may allow little security

    To form a franchise you must buy a licence to trade or agree on a contract.   Then the franchisee buys from the franchisor and then can start making a profit if the company makes a profit.   An example of a franchise would be Mc Donald's or Pizza Hut.   These two are the most well known franchises and operate world-wide.   So there market is very large.   Therefore it would be more expensive to buy into these franchises but in the long run you would make more of a profit due to the success these companies have had.   It is less of a risk to buy into a franchise such as Mc Donald's as you already know it has loyal customers and due to how long it has been open, you will know that it is not likely to go bankrupt in the near future.   So it would be better to buy in to a franchise with good history than in to a franchise with very little or no history at all, unless you want to take a greater risk in the outcome of making a greater pro
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