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Types of Ownership

You read the chapter- what are the types

of business ownership?
http://www.witiger.com/senecacollege/BUS106.htm

Name them!
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 Sole proprietorship
 Partnership -General, Limited

e |ncorporated- Private or Public
= limited liability “Inc.”, “Incorporated”, Limited” “Ltd., “LLC",...

Franchises

Cooperatives
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Sole Proprietorships
See Professor Richardson’s video on how to register a

business!
http://www.youtube.com/watch?v=nLksIGMe3tk

Name the advantages!
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Sole Proprietorships

Advantages:

Easy to get started.

Inexpensive.

Max. control on ownership & right to the profits.
Less government regulation.

Taxed as personal income.

Can dissolve it easily, too

Under what circumstances is it a good choice?
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Drawbacks

No limitations on liability; owner pays all losses.

Hard to raise capital
Limited management depth, expertise.

Attracting/keeping Top Talent
Time commitment
Unstable/uncertain lifespan

Under what circumstances

would you avoid this?
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Partnerships
Sharing The Load

Name the advantages!
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Partnerships

Advantages:

Easy to get started.
More capital available than S.P.

Diverse skills(can have complementary skills sets &/or
interests: sales vs production; finance vs marketing)
Flexible/ adaptable (meeting of the partners can
happen in a moment)

Less government regulation.
Taxed as personal income for each partner.

Under what circumstances is it a good choice?
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Partnerships

Drawbacks

Unlimited liability; owners pays all losses.

Potential for conflict betw partners esp if workload is
uneven, or investing horizon differs, risk-aversion, etc

Complex profit-sharing calls
Hard to dissolve equitably

Under what circumstances

would you avoid this?
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Corporations
A step further from personal
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The skinny:

Owners are protected from debts (but directors & officers
may be held liable and sued for wrongdoing/ negligence)

Steps to Incorporate:

Determine the name;

Write & file articles of Incorporation;

pay fees & taxes;

hold organizational meeting;

adopt bylaws, elect officers, pass operating resolutions.

Shareholders Board Of Directors; Exec & Emplovees
Can be public or private

I N

Which tech firm went public a year ago?
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Corporations
Two companies recently went from Public to Private

Think PC’s and Pineapple

Answers:

D__
D

Also: Jim Lazaridis today may partner with Cerberus
Capital of NYC to bid for Blackberry & take it private
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Corporations

The skinny:

Limited Liability

Unlimited Life

Ease of transferring ownership
Able to better attract financing
Able to attract Top Talent

Under what circumstances is it a good choice?
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Drawbacks

Double tax (tax the company + tax the shareholders)
Costly & complex to form

Gov’t restrictions, reporting (upkeep)

Losses can’t be written off by SH against other income

Under what circumstances would you avoid this?

What Social Media firm will soon go public? ,
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Franchise
World

Dominos goes global by franchising. Note which aspects have
rigid central control, and which ways they adapt to local culture:
http://www.youtube.com/watch?v=aoFwuQgyyCE
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Facts & Types:
Fastest growing type of business ownership structure
Regular franchise agreements and Master Franchises

Used by: McDonalds, Subway, Pizza Hut, Dominos,
Canadian Tire, Kumon, Yogen Fruz, Taco Bell,
Shoppers Drug mart...

Can you think of advantages?
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Benefits to Franchisor:

Fast cheap path to expansion (going global fast!)
Access folks w local contacts, cultural expertise.

Local managers are MOTIVATED.

Ideally a win-win partnership; franchisor manages the
organization & brand; franchisee runs the outlet

70 - 80 page contracts aren’t uncommon- read them!

Other benefits?

Downsides/ Risks?
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Benefits to Franchisee: see Tim’s notes!

Low fail rate (low risk) business model.

Access to management advice/ assistance, training.
Personal ownership.

Access to a national/global brand name.

Product Development you can’t afford on your own.

Negotiating power for promotion partners who would
never return your calls.

Polished ads you can’t afford on your own.
Other benefits?

Downsides/ Risks?
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Appeal to Franchisees:
Franchises tend to have extra appeal to:

eyoung keen professionals w cash or access to cash;

*midlife professionals who ‘buy themselves a next role
or retirement plan’.

Other benefits?

Downsides/ isks?
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Drawbacks for Franchisee:
Need cash Other benefits?
Paying Royalties- forever Downsides/ isks?

Rules rules rules — on everything

Restricted sales channels/ geography
No free choice for supplies, menu, advertising, etc

Risk of ‘contagion’/ ripple effects of another
franchisor’s issues- JackinTheBox, etc

Fraudulent Dishonest franchisors & Master
franchisors (read the contract!)
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What is contagion?

An issue with the brand, real or perceived, that
spreads to contaminate other franchisees

(in) a crisis involving E. coli O157:H7 bacteria, four children
died of hemolytic uremic syndrome, 600 others ... sick after
eating undercooked patties contaminated with fecal material
containing bacteria at a location in Tacoma, WA [wikipedia]

...the Deepwater Horizon oil spill was the largest ... release of
oil into marine waters in history, and resulted in severe
environmental, health & economic consequences

bp glvikipedia]
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Franchise World

Boycotting BP: Who Gets Hurt?

June 2, 2010

By RICH BELAKE

Boycotts of BP filling stations are popping up all over the country amid the growing frustration over
the company's failed efforts to stop a massive oil leak in the Gulf of Mexico. But if the goal is to hurt
BP's bottom line, then such efforts, not unlike those to cap the spewing undersea well, could be in
vain.

"Retail gasoline sales account for such a tiny part of BP revenues, the impact of even a massive
boycott would be negligible," said Phil Flynn, an energy analyst at Chicago-based PFG Best. "Such
boycotts would end up hurting the wrong people.”

That's because of the roughly 10,000 BP filling stations/convenience stores in the United States, the
vast majority are independently operated, either by small regional distributors or individual
franchise owners. All BP branded stores, as well as Amoco, which is owned by BP, are located east
of the Rocky Mountains.

http://abcnews.go.com/Business/bp-boycotts-spreading-frustration-oil-spill-boils/story?id=10800309
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Fees!

Upfront franchise fee
Legal fees

Typically, a sales Royalty
*Ad/Media Levy

*Merchandising / Decor EEICWINEER eV A @ A Lol
*Inventory be ex.plicitly charged,
*Real Estate/ Rent depending on the contract

*Supplies

Training usually goes with the program
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See Tim’s Links! And Also-

COLLEGE

Unofficial Sites for more info:
Tim’s Franchises:



http://www.milliondollarjourney.com/how-much-does-a-tim-hortons-franchise-make-cost.htm
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Franchise World
Watchouts!

Personal Fit: Willing to get your hands dirty? &

Do you enjoy ‘some’ freedom, but okay with
waiving control to another party (franchisor)?

Retail/people person, vs office/ cubicle person?
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6 Suggestions to Minimize Risk
1.Do an HONEST personality self-appraisal
2.Read the contract

3.Hire an objective, experienced, capable franchise
law professional to read it, too.

Other fit factors?

4.Read the contract.

5.Talk in advance to several franchise owners- what’s
the work like, what type of support, competence &
general win-win attitude of head office, etc.

6.Read the contract.
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Read Prof Richardson’s notes on the
Arthur Wishart Act and 3forl Pizza

Yes there’s a law to protect franchisees, but:

eqwareness is low,

epenalties for violators are laughable,
eenforcement mechanisms are hit & miss
And- if you do “win” fyi justice is costly & slow.

So go back to my 6 rules

And ...Read The Contract.
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Members/ customers own the venture

See Prof Richardson’s notes & visit

| www.coopscanada.coop

F G-:m SL sL m Lin Blckbd [ ] Spitfire&Partners |

CAMNADIAN ASSOCIATION
CO-OPERATIVE DES COOPERATIVES
ASSOCIATION DU CANADA

S P m omeamea o —_— mm— - N L tamem e e mm e - ._ll. e ———————

[ www.ontario.coop/page.php?id=106&view=featured_az&pg=2
H G+ GCoo S|_ SL m Lin Blckbd | ] Spitfire&Partners || Seneca || Entrtnmt

On CO op“ The Ontario Co-operative Association
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Ontario coops

Ag Ene Co-operative
, OM (Southwestern, Wellington
County)

Canadian Worker Co-operative
Federation (CWCF)

Co-operative Housing Federation

of Canada, Ontario Reglon
Taoranto, OM (Central)

Credit Union Central of Canada
Taranta, OM (Central)

MEMBER

Coops

Brant Renewable Energy
PARIS, ON (Southwestern, Brant

Caounty)

Central 1 Credit Union - Ontario
Region

Mississauga, OM (Central, Peel
Region)

Co-operative Housing Federation

of Canada, Ontario Reglon
Toronto, OM (Central)

Gay Lea Foods - Corporate Office
Mississauga, ON (Central, Peel
Region)

MEMEBER

Canadian Alternative Investment

Co-operative (CAIC)
, ON (Central, Toranta)

Co-op Cabs
, OM [Central, Toronto)

Consell de la coopération de
I'Ontario - Ottawa branch
Ottawa, OM (Eastern)

GROWMARK - Ontario Region
Office

Kitchener, ON [Southwestern,
Waterloo Region)

Kaushik Consultancy Mountain Equipment Co-op (MEC Ontario Co-operative Assoclation
Guelph, OM (Central, Taranta) = Corporate office Guelph, ON (Southwestern,

Dntario Natural Food Co-op

{ONFC)
Mississauga, OM (Central, Peel
Regian)

Ontario Student Co-operative
Association (OSCA)
Toranto, OM (Central)

dElNEN

Wellington County)

Ontario Sustainable Energy
Association (DSEA)
Toranto, OM (Central)
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Ontario coops

Ontario Worker Co-operative
Federation (OWC
Toronto, OM (Central)

The Co-operators - Corporate
Office

Guelph, ON (Southwestarn,
Wellingtan County)

¥'s Owl Maclure Co-operative
Centre

Ottawa, OM (Eastern)

MEMBER

Professor Steven Litt
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Coops

Organic Meadow Co-operative
Guelph, ON (Southwestern,

Wellington County)

The CUMIS Group
Burlington, OM (Central, Halton
Region)

Organization for Parent
Participation in Childecare and
Education, Ontario {OPPCEQ)

Mississauga, ON (Central, Peel
Redainn!

UPI Energy LP - Corporate Office
Guelph, ON (Southwestern,

Wellington County)
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Types of Ownership
Environments affect different ownership structures

TECH- changing tech means investing to keep up. In
tech firms themselves, want to build platforms &
need control + capital ) = Private Incorporated

LEGAL/REG: incorporated firms go global, dodge taxes
(Starbucks, apple) while local/ national firms lack that
advantage- not a level playing field.

SOCIOCULTURAL: Franchisors use local owners or
Master Franchisers who know local culture,
regulations, political optics. Global citizens protest vs
tax dodging global behemoths
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Environments affect different ownership structures

COLLEGE

ECONOMIC: firms that sell to more countries are
more diversified vs a local economic downturn
(Greece, Spain)

GEOGRAPHIC: .......

COMPETITIVE: race for scale means incorporated
public is popular; franchise system also provides
expansion funding.
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National govnmts losing control over global corporations (or
are defacto ‘owned’ by them).

Corporations widely held by global elite; no national loyalty.

Global elite - Big Private Equity funds: more firms stay
private longer

Changes with advent of crowdfunding/ crowdsourcing?

Is the public becoming more informed/ activist? Will they
‘contain’ corporations’ behaviour? A not-complimentary
description: http://www.imdb.com/title/tt0379225/

What else do you see coming?
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