Sources of Finance
The information below may help with the following activity.
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loan (see Table 3.1).

Think about which
source or sources
of finance are best
for different types o
new business. The
summary table on t
page should help y«
to do this.

Table 3.1 Types of businesses and
sources of finance
Type of busmess

i
| oromsiimting Possible sources of finance

® Banks may
be unwilling
to lend to a small business.

e Sole traders have few internal
Sources c of finance.

T

Owner’s funds, government grants
and loans

| Sole trader

-

- e S —

Partners savmgs banks
government grants, hire purchase
| and leasing companies

. Partnerships often do not have
enough collateral.
* Partners may disagree.

¢ |arger private limited compames ‘
may find it easier to borrow.

* Loss of control by existing
shareholders.

| Partnership

e m——

i
| Suppliers, banks, leasing and hire
Private limited | purchase companies, government
mpany (Ltd) ' grants and loans, venture capital,
| private share issues

e

and types of advice for small
5es



1. Why do you think banks may be unwilling to lend to small businesses?
2. What is interest?

3. What are the advantages and disadvantages of government grants?

4. Why do banks and building societies ask for security when giving mortgages?
5. Which do you think is the best source of finance to a new business and why?
