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Abstract—This paper uses a literature review method to 

examine four common types of business structures in modern 

society: sole proprietorship, partnership, corporation, and 

limited company. As businesses continue to develop from small 

local shops to multinational enterprises, understanding these 

structures becomes increasingly important because each type 

involves different levels of responsibility, risk, management 

style, and growth potential. The paper discusses the main 

characteristics, advantages, and disadvantages of each business 

form and explains the situations in which each structure is most 

suitable. In addition, real-life examples such as Apple and 

Starbucks are included throughout the discussion to provide a 

clearer understanding and practical application of the concepts. 

The study finds that sole proprietorships and partnerships are 

often preferred by small or local businesses because they are 

easier to establish and manage, while corporations and limited 

companies are more suitable for large-scale operations due to 

their legal protection, stronger organizational structure, and 

greater ability to raise capital. Overall, the paper concludes that 

selecting an appropriate business structure is a strategic 

decision that should be based on the size, objectives, financial 

needs, and risk tolerance of a business. 
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I. INTRODUCTION 

Businesses are a key part of the global economy and 

influence almost every aspect of daily life. Whether it is a 

small café, an online store, or a global brand, all businesses 

operate under specific structures. These structures 

determine how decisions are made, how profits are shared, 

and how risks are handled. As economies continue to 

develop and become more connected, business structures 

have also evolved to meet new challenges and 

opportunities. 

Previous research has shown that business structure 

plays an important role in a company’s success. Some 

scholars argue that small businesses benefit from simple 

structures because they are easier to manage and require 

fewer resources (Burns, 2016). Other studies suggest that 

larger companies need more complex structures to handle 

expansion, legal issues, and financial management 

(Griffin, 2020). These findings highlight the importance of 

choosing the right structure based on the needs of the 

business. This paper adopts a literature review approach to 

examine four main types of business structures: sole 

proprietorship, partnership, corporation, and limited 

company. It also uses real-world examples to illustrate 

how these structures are applied in practice. The 

significance of this study lies in its ability to provide a 

clear and basic understanding of business structures. This 

can help students, future entrepreneurs, and general 

readers better understand how businesses operate and 

make decisions about which structure to choose. 

II. LITERATURE REVIEW 

A. Sole Proprietorship 

Many studies describe a sole proprietorship as the 

simplest and most common form of business structure in 

modern society (Scarborough, 2018). A sole 

proprietorship is owned and managed by one individual 

who has complete control over business operations, 

profits, and decision-making. Researchers point out that 

this structure is popular among small businesses because 

it is easy to establish and requires relatively low startup 

costs. Local stores, small restaurants, barber shops, and 

online businesses are common examples of sole 

proprietorships. Because there is only one owner, 

decisions can be made quickly and business operations are 

usually more flexible compared to larger organizations. 

Another advantage discussed in the literature is that the 

owner receives all profits directly. This can motivate 

entrepreneurs to work harder and improve the business. In 

addition, sole proprietorships usually have fewer legal 

requirements and less paperwork than corporations or 

limited companies. These characteristics make this 

structure attractive for individuals who want to start a 

business independently. 

However, researchers also emphasize several 

disadvantages. The biggest concern is unlimited liability, 

meaning the owner is personally responsible for all 

business debts and losses. If the business fails financially, 

the owner may lose personal assets such as savings or 

property. Studies also mention that sole proprietorships 

often face difficulties raising large amounts of capital 

because funding mainly depends on the owner’s personal 

finances. Furthermore, business continuity may become a 

problem if the owner retires, becomes ill, or dies. Overall, 

the literature suggests that sole proprietorships are most 

suitable for small businesses with limited risk and simple 

management structures. 

B. Partnership 

Partnerships are business structures that involve two or 

more individuals sharing ownership and responsibility. 

According to many studies, partnerships allow businesses 

to combine different skills, knowledge, experience, and 

financial resources (Barringer, 2015). This structure is 
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commonly used in professional industries such as law 

firms, medical clinics, and accounting companies. 

Researchers argue that partnerships can improve business 

performance because partners are able to support each 

other and divide responsibilities according to their 

strengths. 

One major advantage of partnerships is shared financial 

responsibility. Since multiple individuals contribute 

capital to the business, partnerships often have more 

financial resources than sole proprietorships. In addition, 

decision-making can benefit from different perspectives 

and ideas, which may lead to better business strategies and 

innovation. Some studies also suggest that partnerships are 

relatively easy to establish and involve fewer legal 

procedures than corporations. 

Despite these advantages, literature also identifies 

several risks associated with partnerships. One common 

issue is conflict between partners. Disagreements about 

profit distribution, management decisions, or business 

goals can negatively affect operations and business 

relationships. In general partnerships, each partner may 

also have unlimited liability, meaning they can be 

personally responsible for debts caused by another 

partner’s actions. Researchers further note that 

partnerships may become unstable if one partner leaves the 

business or fails to fulfill responsibilities. 

Overall, studies suggest that partnerships are most 

effective when there is strong communication, trust, and 

clear agreements between partners. This structure is 

suitable for businesses that require cooperation, shared 

expertise, and moderate levels of investment. 

C. Corporation 

A corporation is considered one of the most advanced 

and complex forms of business organization. According to 

business literature, corporations are separate legal entities, 

meaning the business itself is legally independent from its 

owners (Gitman, 2017). This structure provides limited 

liability protection, which means shareholders are 

generally not personally responsible for business debts or 

legal problems. Researchers often identify corporations as 

the preferred structure for large businesses because they 

support long-term growth and expansion. 

One of the most important advantages of corporations is 

the ability to raise capital through the sale of shares. By 

attracting investors, corporations can obtain large amounts 

of funding for research, technology, production, and 

international expansion. For example, Apple is widely 

recognized as a successful corporation that uses 

shareholder investment to support innovation and global 

operations. Studies also point out that corporations usually 

continue operating even if owners or shareholders change, 

which provides greater stability and continuity. 

In addition, corporations often have professional 

management structures with different departments 

responsible for finance, marketing, human resources, and 

operations. This organized structure can improve 

efficiency and support large-scale business activities. 

Researchers also suggest that corporations may have 

greater credibility and stronger public trust compared to 

smaller businesses. 

However, corporations also face several disadvantages. 

Establishing a corporation requires complicated legal 

procedures, government regulations, and higher startup 

costs. In addition, corporations may experience slower 

decision-making because important decisions often 

involve managers, directors, and shareholders. Studies 

further mention that corporations are subject to higher 

taxes and stricter reporting requirements. Overall, 

literature suggests that corporations are most suitable for 

large businesses that require substantial investment, 

international expansion, and long-term growth 

opportunities. 

D. Limited Company 

A limited company is another important form of 

business structure discussed in business studies. Similar to 

corporations, limited companies provide limited liability 

protection for owners, meaning personal assets are 

generally protected from business debts and financial 

losses (Mallin, 2019). Researchers explain that this 

structure is popular among medium-sized and growing 

businesses because it combines legal protection with 

relatively flexible management. 

One important advantage of limited companies is 

reduced financial risk for owners and investors. Since 

liability is limited to the amount invested in the business, 

owners are more willing to invest capital and expand 

operations. Studies also show that limited companies often 

have better access to loans and investment opportunities 

compared to sole proprietorships or partnerships. In many 

countries, limited companies are viewed as more 

professional and reliable, which can improve relationships 

with customers, suppliers, and investors. 

A well-known example is Starbucks. Starbucks operates 

internationally and uses a business structure that supports 

large-scale expansion while protecting investors and 

shareholders from excessive personal financial risk. 

Researchers often use companies like Starbucks to 

demonstrate how limited liability and organized 

management can help businesses grow into global brands. 

Despite these advantages, literature also identifies 

several disadvantages. Limited companies usually require 

more legal documentation, government registration, and 

financial reporting than simpler business structures. In 

some cases, owners may have less direct control because 

management responsibilities are shared among directors or 

shareholders. Additionally, administrative costs may be 

higher than those of sole proprietorships or partnerships. 

Overall, researchers conclude that limited companies 

are suitable for businesses seeking growth, legal 

protection, and stronger financial opportunities while still 

maintaining a relatively flexible organizational structure. 

III. CASE STUDY 

To better understand these business structures, it is 

helpful to look at real-life examples. 

A sole proprietorship is commonly seen in small local 

businesses. This structure allows the owner to make quick 

decisions and keep all profits, but it also means they take 

on all the risks. 
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A. Apple Inc 

A partnership can be found in businesses where two or 

more people work together. For instance, a small 

restaurant owned by two friends is a typical example of a 

partnership business. In this structure, each partner 

contributes money, skills, experience, or labor to the 

company and shares both profits and responsibilities. 

Research shows that partnerships are common in 

industries such as restaurants, law firms, and accounting 

companies because cooperation between partners can 

improve management efficiency and customer service. In 

many cases, partnerships are easier to establish than 

corporations and require less legal paperwork. However, 

studies also point out that disagreements between partners 

may create management problems and affect business 

performance. Therefore, successful partnerships usually 

depend on trust, communication, and clear agreements 

between business owners. 

A corporation is commonly used by large multinational 

companies such as Apple. Apple operates globally and 

employs more than 160,000 workers worldwide. The 

company also earns hundreds of billions of dollars in 

annual revenue, making it one of the largest technology 

companies in the world. Because Apple is a corporation, it 

has many shareholders whose personal assets are protected 

from business debts and financial losses. This corporate 

structure also allows Apple to raise large amounts of 

capital by selling shares to investors. As a result, the 

company is able to invest heavily in research, innovation, 

product development, and global expansion. Researchers 

often argue that the corporate structure is especially 

suitable for businesses with large-scale operations, high 

investment needs, and long-term growth goals. 

B. Starbucks 

Another example is Starbucks, which is also a 

corporation and one of the most recognized coffee 

companies in the world. Starbucks was founded in 1971 in 

Seattle, United States, and has expanded rapidly over the 

past several decades. Today, the company operates more 

than 38,000 stores in over 80 countries and regions 

worldwide. Starbucks also employs hundreds of thousands 

of workers globally and generates billions of dollars in 

annual revenue each year. These figures demonstrate the 

large scale of the company’s operations and the 

importance of having an effective corporate structure. 

As a corporation, Starbucks benefits from limited 

liability, meaning that shareholders are generally not 

personally responsible for the company’s debts or 

financial problems. This legal protection encourages 

investment and allows the company to raise capital more 

easily through shareholders and financial markets. 

Starbucks uses this capital to support international 

expansion, develop new products, improve technology, 

and strengthen its global brand image. In addition, the 

corporate structure helps Starbucks manage large numbers 

of employees, stores, and supply chains efficiently across 

different countries. Researchers often argue that 

corporations like Starbucks are able to achieve long-term 

growth because they combine professional management, 

financial resources, and legal protection. This example 

shows that large businesses often choose the corporate 

structure because it supports expansion, stability, and 

global competitiveness more effectively than simpler 

business forms. 

IV. DISCUSSION 

From the analysis above, it is clear that each business 

structure has its own strengths and weaknesses. Different 

business forms are suitable for different types of 

companies depending on factors such as business size, 

financial resources, level of risk, and long-term 

development goals. Therefore, choosing an appropriate 

business structure is an important strategic decision for 

entrepreneurs and companies. 

Sole proprietorships are simple, flexible, and easy to 

establish, making them ideal for small businesses and 

individual entrepreneurs. Owners have full control over 

decision-making and profits, which allows businesses to 

respond quickly to market changes. However, this 

structure also involves high personal risk because the 

owner is fully responsible for all business debts and legal 

responsibilities. Partnerships allow two or more 

individuals to combine skills, knowledge, and financial 

resources. This can improve business efficiency and 

reduce individual workload. Nevertheless, partnerships 

require strong communication, trust, and clear agreements 

between partners to avoid conflicts that may negatively 

affect the business. 

Corporations and limited companies provide limited 

liability, which protects owners and shareholders from 

personal financial loss. These structures also make it easier 

to raise capital, attract investors, and expand business 

operations internationally. Large companies such as Apple 

and Starbucks demonstrate how corporate structures can 

support innovation, global expansion, and long-term 

business stability. However, these business forms are more 

complex and usually require more legal regulations, 

paperwork, financial reporting, and administrative costs. 

Another important point is that businesses can change 

their structure over time. Many companies begin as small 

sole proprietorships or partnerships and later become 

corporations as they grow larger and require more 

investment. This shows that choosing a business structure 

is not a one-time decision but an ongoing process that 

should adapt to the company’s development. 

From a practical perspective, entrepreneurs should 

carefully evaluate their financial situation, management 

ability, and future business goals before selecting a 

business structure. Small businesses with limited capital 

may benefit more from simpler structures, while 

companies planning rapid expansion may require the legal 

protection and financing advantages provided by 

corporations or limited companies. Governments and 

business advisors should also provide guidance to help 

new entrepreneurs better understand the risks and benefits 

of different business forms. Overall, the choice of business 

structure should consider factors such as risk, size, cost, 

management needs, and long-term business objectives. 
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V. CONCLUSION 

This study aimed to explore different types of business 

structures and how they are used in modern business 

environments. The findings indicate that each structure, 

for example, sole proprietorship, partnership, corporation, 

and limited company, has its own advantages and 

disadvantages. 

This research contributes to a better understanding of 

how businesses operate and why different structures are 

chosen. It shows that there is no single best option, and the 

choice depends on the specific needs of the business. 

In practical terms, this study can help students and 

future entrepreneurs make more informed decisions when 

starting a business. However, this study is limited because 

it mainly focuses on general explanations and does not 

include detailed data or statistical analysis. Future research 

could explore how different business structures affect 

long-term success or compare businesses across different 

industries. Overall, this paper provides useful insights into 

business structures and highlights the importance of 

choosing the right form for sustainable growth. 
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