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Business Organizations

1f you want (0 start your own business, one
of the first decisons you will have to make
is How your business will be owne. In the.
United Sates, there are thre basic types of
siness ownership or businessorganizaon
the sole proprietorship, e partn
the corporation. Each type of o
s advantages and disad;
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Patnership
s small business sometimes
person 10 become a partner

A business in which two or
e share the responsbilities, coss,
< known as a partnership
wenership gives businesses

nd a better chance of success.

tages of a

tages and disads
hip are similar o those of asole pro-
greatest difference’s that in
tnership there s more than one person

vide capital, share responsibilty,fur

35, and do the work. The partners
e the risks.If the business fall, the
15 share responsibility for the debts,
Fartnerships also have disad

0crs can lose thelr personal be
it busines.flls, Just like sole prop

5 Fartnerships have another unique
ks I the partners disgree Srongly
U how 1o run the business, rious
Phiems ca esult, The company may lose
iciecy or be unable to act at all. Forthis

reason it s a good idea to have a written
partnership agreement in place, This docu-
ment sets out what responsbilities each
partner hasfor running the business. It also
establishes how the partners wil be paid if
the business eams profits. These guidelines.
will not prevent disagreements from hap-
pening, but may help minimize thei effects
and keep the business running,

Corporations
The third basic form of business organiza-
tion s the corporation. A corporation is a
type of business that s recognized as a sepi-
ratelegal entiy. Most of the country's large
businesses —and many smaller compa

are corporations. The corporation s a p
manent organization, unlike  proprietor-
ships and partnerships, which end when
their owners die. Corporations play a vital
fole n the US, economy.
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Rights to Operate

Sate governments grant corporations the
5110 operate. Each state has laws on how
0 incorporate a business. After incorpor:
o, the company has the right to conduct
Buines, 10 sel stock, and to,recel¥e the

Potection of state laws:

for these benefts, corpora-
tons must obey sate regulations n regard
10 thelr organization. They must fil reports
that make public certain financ

Informa-
o and must pay whatever taxes they owe.

Stockin ways thatare
ulent o decepive.

Elected Directors.
The stockholders elect the ditectors of the
corporation, Every corporation s required by
1awe 10 hold at least one meeting of it stock-
holders each year. All stockholders hive the
Hgh o attend and address the meeting—
even i they own only one share.

AL this annual meeting, stockholders
electa o ofdirctors. They may also vote:

on changes In the corporation’s business  AcApEmIC

structure. Each shareofstockentietsowner  VOCABULARY.

0 one vote. The board of directors, epresent.  Soee e

oy sometingis

g the stockholders meets during the year 0.z
e

make decisions about the corporation.

Choosing Executives.

‘The board o directors chooses corporate.
officers, or the people who will manage
the affas of the corporation. The offi-
cers include the company's president and.
any vice presidents, the secretary, and the
treasurer. The president usually chooses
the other major assistants, Togethe, these
offiials oversee the daily operations of the
corporation.

Debt Responsibilty
If the corporation’s business fails, neither the
Sockholders nor the corporaion's exeu-
(ives are rsponsibe for the corporation’
bt This s the acvantage the corporation
s in gathering large amounts of opta.
3 corporation goes out o busines, S e,
including its property, buildings, and other

Valuables,are sold. The money aised s
s 10 pay off the corporation’s debs.

Fnting th Mainden
advantage docorporations have when
money ordeaing wih debis?
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Summarizing
characteistcsof a nonprofit oganzaten

Reviewing ideas and Terms

1. . Define Wite a defntion for the tems sole
proprietorship, partnership, and corporation.
b. Summarize Wha are the advantages and
disadvantages of operaing a sole proprietorship?
2.. Define Wite 2 defntion for th terms stock,
stockholders,and dividends.
b. Analyzing Information How do corpora-
s rase money, and how ar the debis of a
corporation paid i the corporaton fs?
3..a. Define Wite  defniton for the term nonprofit
organizations.
b. Defend a Point of View Do you think that
nonprofit organizatons should be required o pay
tazes? Why or why not?

Critical Thinking
4. Categorizing Use your notes and a|

organizer ik ths one to describe the
of US businesses.

etorship, a parnership, a
otgenization? Expain your
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