Chapter 3 Questions – Business Organization

Describe each of the following terms.  Include what each means as well as connections to the overall topic and examples where needed.

1. Sole Proprietorship

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

2. Unlimited Liability

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

3. Limited Life

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4. Partnership

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

5. Limited Partnership

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

6. Corporation

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

7. Bankruptcy

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

8. Charter

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

9. Board of Directors

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

10. Stock

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

11. Stockholder/Shareholder

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

12. Dividend

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

13. Bond

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

14. Merger

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

15. Horizontal Merger

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

16. Vertical Merger

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

17. Conglomerate

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

18. Multinational

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

19. Nonprofit Organization

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

20. Labor Union

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

21. Collective bargaining

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

22. Fill-in the chart.  Explain and give examples where needed.

	
	Advantages
	Disadvantages

	Sole

Proprietorship


	
	


	Partnership


	
	

	Corporation


	
	


Short Answers:

23. Who owns a corporation?  Explain.  

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

24. Explain what unlimited and limited liability is in relation to these business structures.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

25. Describe two ways that a sole proprietorship and a partnership could raise money.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

26. Describe how a corporation raises money.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

27. Explain why you think the wide majority of businesses in the U.S. are organized as sole proprietorships (@73%) yet in total sales and net income & profit, corporations are way ahead (sales @88% & profit @71%).

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

28. Explain some reasons that may cause companies to merge.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

29. Describe how the company formed by a horizontal merger differs from a conglomerate.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

30. How does a nonprofit organization differ from a business?

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

31. If you were to start a business, what type of business organization appeals to you the most and describe it and why you chose it.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

