
TOPIC 1.4: Making Business Start Up Effective 
Business Ownership

Unlimited liability: business owner(s) are not legally separated from the business, so must pay all debt if the business fails and may lose personal assets. 

Limited liability: business owner(s) are legally separate from the business and will only lose their investment if the business fails.

Form of ownership Benefits Drawbacks

Sole trader: one person owns a business. Profits not shared, full control Can be stressful, unlimited liability 

Partnership: two or more people own a business Shared decision making, personal savings 
can be combined, shared workload

Risk of disagreements, legal costs 
(deed of partnership signed) 

Private limited company: small business where shares are sold to 
only those invited. The business must register with companies' 
house to become a ltd company. 

Limited liability, seen as more established 
by consumers, shares can be sold to raise 
additional finance

Dividends paid = less retained profit, 
other business can see financial 
information, accounting costs 

Franchise: business owner (franchisee) pays fees and a share of 
the profit to an established business (the franchisor) to trade 
using their brand. 

Brand recognition, franchisor provides 
training, franchisor often has large 
marketing budget to advertise

Less control, large start up fees, other 
franchises can damage reputation of 
brand

Business Location 

Business must consider their proximity to: 
❑ The market: where footfall is higher, there are                             

likely to be more sales. 
❑ Materials: locating close to where materials                                           

are sourced may reduce transport costs. 
❑ Labour: ensuring there are people who can work for the business 

within a reasonable distance. 
❑ Competition: some businesses (e.g. barbers and takeaways) 

locate away from competitors, others (e.g. clothes shops) locate 
near to competitors as footfall is likely to be higher.

The internet has meant that many businesses now do not need to 
be near the market (less expensive physical stores) and instead need 
to be near key transport routes so they can quickly send products 
out to customers. 

The marketing mix (4P’s) – attracting customers 

Product: the good (e.g. clothing) or service (e.g. insurance) being sold. 
Price: depends on consumer opinions about value, competition. 
Promotion: tv, billboard ads, offering discounts, social media, sponsorship 
(when a business pays money to an organisation e.g. a local football team in 
return for advertising). 
Place: where the customer can purchase (online or in a physical store).  

Business Plan – Document that outlines how a business will be set up 

Planning ahead: a business will estimate sales within their business plan to 
ensure they produce the right amount of stock.
Managing cash: business can predict where there may be a cash shortfall, and 
then arrange a plan to cover this (e.g. agreeing trade credit with suppliers).
Obtaining finance: the bank is more likely to offer a loan if they can see key 
information about how the business will operate. 
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