Advantages and Disadvantages of Forms of Business Ownership

1. Sole Proprietorship

Advantages



Disadvantages



1. Easy to open


1. Unlimited liability (liability = responsibility)
2. Profits for the owner

2. Limited capital

3. Tax advantages


3. Limited capabilities

4. Privacy



4. Uncertain life

5. Control and flexibility

6. Easy to close

7. Pride and satisfaction of ownership

2. Partnership

Advantages



Disadvantages

1. Easy to open


1. Unlimited liability 


2. Increased capital


2. Uncertain life

3. Combined capabilities

3. Difficult to share profits

4. Increased goodwill


4. Disagreement 

5. Decreased competition 

5. Difficult to end

6. Reduced expenses


6. Limited capital = what the 
7. Tax advantages 

 
partners contribute

3. Corporation
Advantages



Disadvantages

1. Limited Liability


1. Difficult to form and operate       

2. Unlimited life


2. Separate owners and managers  

3. Easy to transfer ownership

3. More complex requirements

4. Skilled personnel


4. Taxation

5. Financial Power

4. Franchise

Advantages 



Disadvantages

1. Assistance provided


1. Large amount of capital to purchase

2. Unlimited life



2. Pay Royalties or % of profit

3. Promotional support


3. Uniform policies/less independence



4. Management training


4. Restrictions

5. Greater chance for success

        (5% failure vs. 50%)




