Entrepreneurship and Options for Business Ownership Chapter 5
The Entrepreneur 
· Recognize and seize an opportunity
· Many characteristics 
· Strict Process
· Idea
· Screening (adds value/ marketable, competition advantage, low exit costs) 
· Development 
· Social Entrepreneurship 
· Develop a business plan 
Why Be an Entrepreneur? 
· Be your own boss
· Financial success 
· Job security 
· Quality of life
Where to Get Money? 
· Personal, friends, family (family might not charge interest) 
· Debt financing – borrow money 
· Equity financing – allow people to invest for ownership 
· Crowd-funding (GoFundMe), Angel investors, venture capitalists
· Angel Investors: Provide funding for some type of return (dragon dens) 
· Venture Capitalists: Larger value of money, want return (equity) or board of director seats 
Types of Businesses
Sole Proprietorships
· Management and ownership of a business are one and the same 
· Typically employ less than 50 people 
· Oldest form of legal ownership in Canada 
Advantages 
· Easy to form/dissolve 
· Government preferential treatment 
· Sole claim on all profits
· Personal incentive/satisfaction
· Pays only personal income tax = federal and provincial…. More income, more tax
· Secrecy 
Disadvantages 
· Unlimited liability 
· You are liable for all the loss 
· Lack of continuity
· Time commitment 
· Difficulty in raising monies 
·  Management limitation 

Partnerships
· [bookmark: _GoBack]when two or more people combine their financial, managerial, and technical abilities to operate a business
Advantage 
· easy to form 
· larger availability of money
· diversification of management skills 
· shared risk
· personal interest, satisfaction 
· decision making 
Disadvantages 
· unlimited liability 
· distribution of profits
· management difficulties 
· difficult to withdraw investment 
· death 
· simple withdraw 

Corporation
· An artificial being existing only in the eyes of the law 
· A legal entity whose assets and liabilities are spate from owners
· Articles of incorporation must be drawn 
· Articles of incorporation must be drawn
· Name and address of corporation 
· Objectives of corporation 
· Type/number of shares to be issued
· Number of directors 

Control of the Corporation
· Shareholders
· The owner of the corporation
· Share = unit of ownership 
· Common Shareholders – have voting rights, but don’t receive preferential treatment regarding dividends (more risk higher gains) 
· Preferred Shares – no voting rights, claim to dividends before common (less risks, guaranteed dividends) 
· Rights of a Common Shareholder 
· To vote for the board
· To hold/sell any share registered in name
· To share in assets on a proportional basis
· Pre-emptive right (the right to maintain percentage ownership of business) 
· To inspect the accounting statements 
· Board of Directors
· Members from both inside and outside company (diverse backgrounds) 
· Set long term objectives of the corporations 
· Oversees/evaluates job of senior management 
· Senior Management 
Advantages 
· Limited liability
· Easier to obtain capital 
· Easier to transfer ownership
· Length of life; continued existence 
· Greater efficiency of management 
· Easier to expand 
Disadvantages 
· Double taxation 
· Employee – owner separation 
· Larger number of government restrictions 
· Extensive paperwork 
· Must publish annual reports


Franchising
· Franchisee purchases right to sell product or service of franchisor 
· In business for yourself, not by yourself 
Advantage 
· Training and management assistance
· Personal ownership
· Nationally recognized name 
· Financial advice and assistance 
Disadvantage 
· Large start- costs 
· Share your profits
· Management regulations
· Coattail Effect – your success is tie to the franchisor’s performance 
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