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1.2 TYPES OF ORGANISATION: ACTIVITY A 

Read the case study information below and answer the questions that follow. 

 

FARAH BRANCHES OUT ON HER OWN 

Farah was a well-qualified dress-maker. 

She had worked for two of the biggest 

dress shops in town, but was keen to set 

up her own business. Her father agreed to 

invest $5 000 into her business, but she 

would have to find the rest of the capital 

she needed – about $10 000 she guessed 

– from her savings and a bank loan. She 

was unsure as to which legal structure she 

should use to form her business. Her father 

liked the idea of being in a partnership 

with her but Farah believed that being a 

sole trader or forming a limited liability 

company would be more advantageous 

when she weighed up the advantages and disadvantages of each of the different legal 

structures she could use when she begins trading. 

She investigated the prices of shop premises, and was shocked at how expensive city centre 

locations were. Her father suggested a cheaper, but less busy, out-of-town location. She 

contacted an accountant who offered to look after the financial side of the business, but she 

would charge at least $2 000 per year. Farah wondered if she could learn to keep the 

accounts herself if she attended accounts classes. 

She wanted to make her shop very different from all the competitors in the city, and planned 

to offer lessons in dress making as well as selling finished dresses. She had been asked many 

times by customers “How did you do that?” when they were pleased with her latest dress 

designs and was sure that this was a great business opportunity. What she had not realised 
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was the amount of paperwork she would have to complete before her business could even 

start trading. 

Source: www.BusinessManagementIB.com  

 

 

 

20 marks, 40 minutes 

1. Define the following types of business organisation: 

i. Partnership  

ii. Sole Trader 

iii. Private limited company.       [6 marks] 

 

2. Explain whether Farah’s business is operating in the private or public sector.   
[4 marks] 

 

3. Evaluate which business legal structure would suit Farah best to establish her business. 

            [10 marks] 
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