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\rorporations sometimes choose names that are personal,
humorous, historical, or psychological. Below are some well-
known corporations and how their names were established.

AJVIAZON.com was originally known as Cadabra.com.
T?re name was changed by its founder Jeff Bezos. He selected
Amazon as a corporate name because the Amazon River
is known as the biggest volume river in the world. He also
wanted a name that began with A so that alphabetically it
would appear at the top of a list of similar corporations.

COCA-COIA is a name that has its origins in the
flavoring used to make the product-coca leaves and kola
nuts. The foundec John Pemberton, changed the "K" in kola
to a"C" for appearance purposes.

ADIDAS is taken from the name of the company's
founder Adolph (Adi) Dassler.

eBay was created by Pierre Omidyar, who originally
wanted to use the name Echo Bay.The name was already
taken by a gold mining company, so he shortened it to eBay.

XEROX comes from a Greek expression for " dry
writing." The Xerox process was invented in L937 by law
student Chester Carlson.
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0bjeetives
Learn the basic
voca bu la ry
of business
organizations.

Compute financial
responsibility
of business
ownership based
on ratios and
percents.

Chapter 1

Key Terms
. capital
. sole proprietorship
. profit
o p€rsonally liable
r partnership

. corPoration

. shares of stock

. shareholders

. limited liability
o public corporation

4

How Do Bu$rNns$as srAar?
Think of everything you use on a daily basis, from complex electronic
devices to simple items like straws, paper clips, and toothbrushes. Have
you ever wondered who invented them, or how each has been improved
upon? Some inventions provide an opportunity to build a business, but
not all. It takes imagination, money, and effort to create a successful
business. The money used to start or expand a business is

A business owned by one person is a ' : : ' i : . The
owner, oI proprietor, can hire people to help run the business, but these
employees are not owners. The owner is responsible for all expenses, includ-
ing labor and raw materials used in manufacturing a product or providing
a service. The money left after all expenses are paid is . The owner of
a sole proprietorship is entitled to all of the profits. However, the owner is
responsible, or . ;; , for anv losses. Even if the business does
not make a profit, the owner must still pay all of the bills of the business.

A business that is owned by a group of people, called partners, rs a

. Partners share the profits and the responsibility for any
losses. The partners arc personally liable for any losses. Personal liability
may require risking personal property. Sole proprietors and partners must
consider this possibility when creating a business.

A , . is a business organizatton that can be owned by one
person or a group of people. Each owner who invests money in the corpo-
ration receives . j: in the corporation. The owners are called
: ' : : Stock certificates are used as proof of ownership. Unlike

sole proprietorships and partnerships, the shareholders in a corporation
have ,. , ,:; r1, ' , ' -each 

owner cannot lose more than the value of
his or her share of the business. The number of shareholders in a corpo-
ration depends on the structure of the business. When anyone can pur-
chase stock in a corporation, the corporation is a , ' r ,,'

You might already be familiar with public corporations, such as NIKE,
McDonald's, Xerox, and Apple. The prices of shares of stock in public
corporations can be found in newspapers, on television business channels,
and on the Internet.
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When a business is owned by more than one person, the owners do not
necessarily own equivalent portions of the business. Ratios and percents
can be used to represent the financial responsibility of owners and paft-
ners. Recall the relationship between decimals and percents.

To convert a decimal to a percent, multiply the decimal by 100.

To convert a percent to a decimal, divide the percent by 100.

Michelle invests $15,000 in a partnership that has four other partners.
The total investment of all partners is $240,000. What percent of the
business does Michelle own?

S0LUTI0N Represent Michelle's investment as a fraction of the total
investment. Convert the fraction to a decimal and write as a percent.

Michelle's investment - 15,000

Total investment 24O,OOO

15,000 + 24O,OO0 : 0.0625

0.0625 x 100:6.250/o

Michelle owns 6.250/o of the partnership.

I CHECK YOUR UNDERSTANDING
Kyle invests $20,000 in a partnership that has five other partners.
The total investment of the partners is $160,000. What percent of the
business is owned by the five other partners?

The total number of shares of stock in the Bulls Corporation is
650,000. Mike owns LZo/o of the shares. How many shares of Bulls
Corporation stock does he own?

S0LUTI0N Let r represent the number of shares Mike owns.

!2o/o: #

Write as a fraction.

Divide.

Multiply by 100. Write a percent sign.

Express L2% as a fraction.

Write a proportion.

Cross multiply.

Find the product.

Divide both sides by 100.

L2_
L00

100x -
100x -
LOOx _
100

65o,0oo

(12X6s0,000)

7,800,000

7,800,000
100

x - 78,OOO

Mike owns 78,000 shares of Bulls Corporation.

Business Organization



I CHECK YOUR UNDERSTANDING
Jillian owns 6o0/o of the stock in a private catering corporation. There
arc l,2oo shares in the entire corporation. How many shares does
Jillian own?

Three partners are investing a total of $900,000 to open a garden
and landscaping store. Their investments are in the ratio 2:3:5.
How much does the partner that invested the least contribute?

S0LUTI0N Use the ratio 2:3:5 to write an
expression for the amount each partner
invested.

Let 2x represent the amount invested by the
first partner.

Let 3x represent the amount invested by the
second partner.

Let 5x represent the amount invested by the
third partner.

Write an equation showing the three invest-
ments total $900,000.

Divide each side of the equation by 10.

3x+5x:900,000
10x - 900,000

x : 90,000

The partner that invested the least is represented by the expression2x.

Substitute $90,000 into the expression. 2(90,000) : 180,000

The partner who invested the least amount contributed $180,000.

I CHECK YOUR UNDERSTANDING
Two partners are starting a wedding planning business. The total
investment is $45,000. Their investments are in the ratio 4:5. How
much does each investor contribute?

a
a
I

I EXTEND YOUR UNDERSTANDING
Two partners each invest 35o/o in a startup business. They need to
find another investor for the rest of the money. What percent of
the business will that person own? Write a ratio to represent the
investments in the business.

2x+

Combine like terms.

Chapter 1 The Stock Market
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1. What do you think Thomas Edison meant by the word puspiration? How

do those words apply to what you've leamed in this lesson?

2. Tomika owns I of a law partnership. What percent of the part-
J

nership does she own?

3. Ryan owns three-eighths of a florist shop worth $76,000. What is the
value of Ryan's share of the business?

4. A corporation issues L,200,000 shares of stock at its beginning to
shareholders. How many shares must a shareholder own to have a
maiority of the shares?

5. Elisa owns 28o/o of the Grudman Corporation. The rest of the shares
are owned equally by the remaining six shareholders. What percent
of the corporation does each of the other shareholders own?

6. Julie and Kristen are the partners in a local sporting goods shop. They
needed $51,000 to start the business. They invested in the ratio 52L2,

respectively.
o. How much money did each invest?
b. What percent of the business was owned by lGistin? Round to the

nearest tenth of a percent.
G. If the business grows to $3,000,000, what percent of it will Julie

own? Round to the nearest tenth of a percent.

7, Joe, Thea, and Thylor invested in a partnership in the ratio I:4:7 ,

respectively. Years later, when the partnership was worth $1.6 mil-
lion, Thea decides to go to graduate school and sells her part of the
partnership to Joe.
o. How much would Joe need to pay Thea to buy her share of the

business? Round to the nearest dollar.
b. What percent of the business will Joe own after he buys Thea's

portion? Round to the nearest tenth of a percent.

8. Seventy-two percent of the shareholders in a service co{poration are
women. If the corporation is owned by 45,6O0 people, how many of
the shareholders are women?

9. The 120 shareholders of a corporation are voting for a new Board of
Directors. Shareholders receive one vote for each share they own.
Would it be possible for one shareholder's votes to choose the new
Board of Directors? Explain.

LO. The top r shareholders in a corporation each own y shares of a cer-
tain stock. The corporation's ownership is represented by a total of w
shares of stock. Express the percent of the corporation owned by the
top r shareholders.

Business Organization



LL. A corporation is having a shareholders meeting. Not all sharehold-
ers are able to attend. In fact, most usually do not. The ownership of
the corporation is represented by 2,351,000 shares of stock owned by
LLI,273 shareholders.
o. Must all of the shareholders own more than one share of

stock?
b. lf 3,4L1 shareholders attend the meeting, what percent of the

shareholders are represented? Round to the nearest percent.
G. If the shareholders who do attend own a combined L.8 million

shares of the corporation, what percent of the shares are repre-
sented at the meeting? Round to the nearest percent.

12. A private corporation owned by 35 shareholders is worth $1.7 million.
The corporation loses a lawsuit worth $3 million. What is the value
of any personal property of the shareholders that can be taken to pay
the settlement? Explain.

L3. A partnership owned equallyby 13 partners is worth $1.3 million.
The partnership loses a lawsuit worth $3 million. What is the value
of any personal property each partner must forfeit to pay the settle-
ment? Explain.

14. A sole proprietorship is worth w dollars. The owner loses a lawsuit
against him f.or y dollars where y is greater than w. Express algebra-
ically the value of the personal property the owner must forfeit to
pay the settlement.

15. Six equal partners own a local pizzefia. The partners have made a tre-
mendous profit and bought many personal items such as cars, boats,
new homes, and so on. In order to protect their personal possessions,
they decide to incorporate t}:re pizzeria, so that the six partners own
shares in the corporation and have limited liability. The business is
worth $675,000. After an accident, the partners lose a lawsuit and
have to pay $l.Z million in damages. How much money will each
partner personally lose to pay this lawsuit? Explain.

16. Three people invest in a business. The first two invest in the ratio 2:3,
and the third person invests twice as much as the other two com-
bined. The total invested is $30 million.
fl. How much did the maior investor contribute?
b. Does the maior investor own more than half the business?
c. What fraction of the business does the maior investor own?

17. Ten years ago, Lisa bought a hair salon for x dollars. She built up the
business and it is now worth nine times what she paid for it. She decides
to sell half of the business to a friend, and they become partners. Express
the amount Lisa's friend must pay Lisa to buy half the business.

18. Four people invested in a restaurant. One person invested $100,000.
Two others invested in the ratio x:2x, and the fourth person invested
an amount equal to the other three investors combined.
The total investment was $1,100,000.
t. Write an expression for the amount invested by the fourth

person.
b. Write an equation that allows you to find the amount invested

by each person.
c. How muctr did each person invest?
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