BUSINESS ORGANIZATIONS

· 3 basic business structures

· Sole-Proprietorship – one person owns/manages
· Partnership – 2 or a small group
· Corporation – a group of shareholders
· Each has various costs and benefits

· All types must deal with 4 general issues

· Liability, life expectancy, financial options, and taxes
Sole Proprietorships

	Advantages
	Disadvantages

	· Low start-up costs

· Owner keeps all profits

· Full control of company
· Can respond to market quickly

· Easy to discontinue
	· 100% Owner liability
· Legal, debt, taxes, etc
· This is a BIG deal!!!!

· Life expectancy of company
· MOST sole-proprietorships go out of business in the first 2 years
· Limited access to resources


Partnerships
	Advantages
	Disadvantages

	· Low startup costs

· Take advantage of specialization
· Slightly larger pool of capital

· Somewhat limited liability
	· Potential for conflict
· All decisions made by 2 people now
· Split profits


Corporations
	Advantages
	Disadvantages

	· Limited liability
· Can only be sued for what company is worth, not sued personally – this is a big deal!
· Much larger pool of capital
· Selling stock = more money to buy resources!
· Take advantage of specialization

· Prestige


	· Difficulty of startup

· corporate charter, stocks
· expensive and time-consuming
· Double taxation

· The corporation is a SEPARATE individual from the people who run it.
· You pay your income tax PLUS tax on your company profits
· Loss of control
· The people who buy your stock have a say in the company
· More regulation


