
Types of business organisation - Private Sector
 Private sector ? business set up by individuals or groups of individuals  &nbsp;  Unincorporated business  No legal difference between      owners and

the business  &nbsp;  Incorporated business  Business has a separate legal identity      from its ownersBusiness can be sued, taken      over, or

liquidated  &nbsp;  Sole Trader/Proprietor ? unincorporated  Owned by just one person  &nbsp;  Advantage  Few legal restrictions Profit kept by owner

Owner is in complete controlFlexibility ? for owner and      customerSmall size, personal service to      customersGovernment support  Disadvantages  

Unlimited liabilityCapital from own savingsIllness means a loss of incomeIndependence means long hoursCan be suedBusiness ceases if owner

looses      interest or dies  &nbsp;  Partnership ? unincorporated  More than one owner  &nbsp;  Advantages  No legal formalitiesEach partner can

specializeMore financeShare workloadPool of ideas and opinionsLarger, therefore more ability      to raise funds  Disadvantages  Unlimited liability

Shared profitsDisagreementsSize limited to 20 persons,      limited capitalDeath = dissolveOne person decides, legally      binding on othersSued  

&nbsp;  Limited Partnership (sleeping partner)  One partner provides capital,      but takes no part in managementHas limited liabilityMore than 20

partnersAt least one partner must be      liable  &nbsp;  Limited Companies  Separate legal identity from      ownersLimited liabilityMinimum of 2

members, no      maximumCapital divided into sharesDirectors and chairperson      chosen by shareholders  &nbsp;  Private Limited Company  Shares

can be transferred privatelyChares cannot be advertised for      sale  

 Advantages  Limited liabilityMore capital raised ? no limit      on the number of share holdersControl of company cannot be      lost to outsidersDeath

means continuation of      firm, as shares are transferred  Disadvantage  Profit shared among larger      number of membersLegal proceduresNo public

sale of shares, less      capital can be raisedPublic financial information,      competitors can use itTakes time to find buyers for      shares  

 Public Limited Companies  Shares sold and bought on the      stock exchange  &nbsp;  Advantages  Limited liabilityHuge amounts of money can be    

 raisesEconomies of scaleEasier to raise finance from      financial institutions  Disadvantages  Setting up cost highOutside interests can take over

Public accounts means competitors      can use it to their advantageDivorce of ownership and      control, owner?s loose interestInflexible due to size  

&nbsp;  Holding companies  Have shares in other public      limited companies to exert control  &nbsp;  Advantages  Diverse range of business     

activityWhen one fails, have others to      rely onSize, therefore financial      economies of scale  Disadvantages  Holding company may only see      the

business as a financial assetNo interest in the business or      its development  &nbsp;  Co-operative  Voluntary and open membershipDemocratic

ownershipDividend according to spendingEducation facilities for      members and workersRegional organizations  &nbsp;  Charities  Raise money for

good causesRely on donationsNo tax paidBusinesses get tax refund by      giving money to charities   
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