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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 


	Case Study

1.

a)
A limited liability company (LLC) is a mix of a corporation and a partnership. In a LLC one partner is not liable for the trouble/loss created by another. The partners to the business can manage/administer the operations of the business directly. The rules relating to LLC’s vary from country to country, but generally speaking the liability of one partner is limited towards the losses/gains of the company.

b) A Partnership is run by two or more individuals who have the same aims/goals for the business. Partnerships can either be permanent or temporary depending on the business needs for the partnership. In some partnerships additional partners can be added at certain times.

2.
The advantages of being a sole trader are;

· The sole trader owns every aspect of the business.

· The sole trader receives full profits for the business.

· Being a sole trader provides the opportunity to seek out new challenges whilst maintaining full control.

· Setting up as a sole trader is relatively low cost.

· Setting up as a sole trader is relatively simple.

· Overall staff costs are low.

· Other employees can be brought into the business as and when required.

· Being a sole trader affords maximum privacy to the business.

· Sole traders can easily be wound up if required.

3.
Some of the main reasons why a third of sole traders cease trading within their first year are;

· A sole trader is completely responsible for the businesses debts/liabilities.

· Capacity to raise additional finance is limited leading to less growth opportunities.

· There is no legal distinction between private and business assets leading to a higher risk to the sole trader. 

· Sole traders often have to work long hours to keep the business operating as they are often the only employee leading to a poor work-life balance.

· All business decisions have to be taken by the sole trader; leading to higher stress levels etc.

· A sole trader often does not have access to medical care which can leave them vulnerable to not being able to operate if they fall ill.

· Sole traders often cannot afford to employee salaried staff at the expense of themselves.

· Access to holidays is difficult leading to a poor work-life balance.

· As a sole trader you have very limited leveraging power on suppliers lading to poor marketplace competitiveness.

· As a sole trader all the knowledge needs to come from you; therefore if you don’t know you have no one to ask!
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