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Learning Outcome 4: Entrepreneurial knowledge and skills 
The learner will be able to demonstrate entrepreneurial knowledge, skills and attitudes.

Assessment Standards

We know this when the learner
4.3: Differentiates between the forms of ownership in the informal and formal sectors (sole proprietor, partnership, close corporation).
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Assessment Task
How a sole trader works (Individual activity) (LO4 AS3)

Read the information on a sole trader below and answer the questions that follow. 

A sole proprietor or sole trader is a business that is usually run by the owner and it is the owner’s only form of income. In a sole proprietorship, the business is not a separate legal entity from the owner. When a sole proprietorship fails to pay its debts, the owner could lose his or her personal assets too. Many informal businesses are run as sole traders. The sole trader has complete control over his/her business and makes all the decisions regarding the business him-/herself. The owner is also entitled to all the profit of such a business. However, the business is very dependent on the owner. If the owner cannot run the business, it usually closes down. The sole proprietor pays personal tax on his/her profits. A sole proprietor is not registered with the Companies and Intellectual Properties Registration Office (CIPRO).
Copy the table below in your workbook and list four advantages and four disadvantages of a sole trader.
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	Advantages of a sole trader
	Disadvantages of a sole trader

	
	

	
	

	
	

	
	


Suggested Solutions (LO4 AS3)

	Question number
	Possible marks
	Solution


	1
	8
	Advantages of a sole trader

Disadvantages of a sole trader

The owner has complete control over the business and all income goes to owner.

The business is dependent on the owner: if the owner dies, the business closes down.

The business assets belong to the owner.

The owner raises his/her own capital to run the business.

Since a sole proprietorship is not registered there is less paperwork than with other forms of business and it is less costly to start.

It is difficult to obtain finance since the business is not registered.

(any four valid answers)

It is easy to dissolve the business. (any four valid answers)

The business is not separate from the owner; the owner is liable for the debts of the business.

(any four valid answers)




















































