sam’s smooth move—answer Guide

1.
The business could be set up in a variety of ways, depending on the personal circumstances and desires of Sam, Jane, and Jason. Sam could retain ownership as a sole proprietor if he desires to maintain control of the business and wants unlimited liability. Jane and Jason would be employees working for the business. A general partnership gives the trio shared responsibilities, shared profits, and unlimited liability. Since the business needs money to expand, they could find someone to invest money into the business and develop a limited partnership. The business could sell a few shares of stock and establish itself as a private or “S” corporation. To choose the corporation option, Sam, Jane, and Jason would need to consult an attorney, pay fees, and follow stricter government regulation. This option might be too expensive for the business, since they do not have enough money to expand the business. As a limited liability company (LLC), the owners (members) experience limited liability. As a legally established company, the business could include more members to provide financial support. Traditional lenders might be more willing to loan money to the business if it is established as a legal company. Since LLC’s are limited in life, this option could be ideal for younger people who may want to make a career change later in their lives. The business would probably not be set up as a limited liability partnership (LLP) since they do not need to carry malpractice or professional insurance. 


2.
The business could be franchised if it meets the state and federal governments’ regulations. The business-format option or piggyback franchise option might work best. The franchisee would need training and support from the parent company. The parent company would 
benefit from collecting initial fees, royalties, and advertising fees. The money earned from franchisees could be used to expand corporate stores and increase advertising and promotional efforts. If the franchisee needs guidance and training, the product trade-name format would not be the best choice. Also, the parent company might lose control over the product quality and company image since this format does not require a close, continuous working 
relationship.


3.
If the option was available, almost any business or person could purchase licensing rights. A sports team might purchase licensing rights to the smoothie recipes to sell the products at the stadium during the regular playing season. Entertainment or event venues (e.g., golf tournament) might purchase licensing rights for the recipes in order to make and sell the smoothies during specific events. A manufacturer who has equipment to product mass quantities of 
frozen smoothies might purchase the smoothie licensing rights. 


4.
A joint venture could be formed with several types of companies. Any of the food vendors, such as the banana supplier, might offer the company deep discounts if the smoothie business displays a banner saying that the products contain ABC’s fresh bananas. Small appliance companies who manufacture or sell blenders could establish a similar relationship. The smoothie business might establish a joint venture with a plastic manufacturer by using and/or promoting their beverage ware. The smoothie business might also consider a strategic alliance with an event planner or promotion company. For example, the event planner for a large, highly publicized festival might provide the business with free promotional space in the festival’s program booklet. In exchange, the smoothie business would post a sign near its facility promoting the festival while working other events.
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