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Section 1: Guided Reading and Review

Sole Proprietorships

Guided Reading and Review Chapter 8 41

A. As You Read
As you read Section 1, supply the missing information in the spaces provided.

Sole Proprietorships

1. Owned and managed by:

2. Percentage of U.S. businesses:

3. Percentages of U.S. sales generated:

List and explain the advantages of sole proprietorships.

4.

5.

6.

7.

8.

List and explain the disadvantages of sole proprietorships.

9.

10.

11.

B. Reviewing Key Terms
Find the term that does not belong in each set and explain how it does not relate to the other
three.

12. (business license, certificate of occupancy, business organization, registration of business
name)

13. (liability, health codes, zoning laws, dangerous chemical codes) 

14. (human capital, fringe benefits, physical capital, financial resources)

single individuals

75 percent

6 percent

ease of start-up—small amount of paperwork, usually only need to obtain licenses; obtain a certificate
of occupancy if not working at home; and register a business name if not using one’s personal name

relatively few regulations—may be subject to zoning laws, but face very few legal requirements

sole receiver of profit—do not need to share profits with anyone
full control of business—can respond quickly to changes in the marketplace because you make all 
the decisions
easy to discontinue—other than debts and taxes, there are no legal obligations when deciding to stop
doing business

unlimited personal liability—you are personally responsible for any debts your business might incur
limited access to resources—usually lack physical and human capital and may not be able to keep up
with demand as a result
lack of permanence—no one will maintain business but you; hard to keep employees because of lack of
fringe benefits

Business organization refers to an establishment formed to carry on a commercial 

enterprise. The other three items are typical requirements a sole proprietorship must meet.

Liability refers to the legally bound obligation to pay debts. The other three terms are examples of 

some regulations to which sole proprietorships may be subject.

Fringe benefits are payments other than wages or salaries. The other terms are examples of resources 

to which a sole proprietor may have limited access.

Possible answers below
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Section 2: Guided Reading and Review

Partnerships
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42 Chapter 8

A. As You Read
As you read Section 2, supply the requested information in the spaces provided.

1. Typical examples of a general partnership

2. What limited partners do and do not do

3. How limited liability partnerships compare with
general partnerships

4. Items often covered under articles of partnership

5. Capital and taxation advantages of partnerships

6. Liability disadvantages of partnerships

1.

2.

3.

4.

5.

6.

B. Reviewing Key Terms
Complete each sentence by writing the correct term in the blank.

7. Only one partner is required to be a general partner in a .

8. Money and other valuables make up a person’s or firm’s .

9. Ownership interests and management responsibilities are legislated under the
.

professionals such as lawyers, doctors, accountants;

small retail stores, farms, construction companies, 

and family businesses

do—contribute money; do not—manage business or 

have unlimited personal liability

functions the same except that all partners in a limited 

liability partnership are limited from personal liability 

in certain situations

each partner’s rights and responsibilities; how partners

will share profits and losses; how new partners may be 
added to the firm; duration of partnership; tax
responsibilities

pooled assets improve the firm’s borrowing capacity; 

can add partners to raise funds; ability to offer more 
advantages helps attract talented employees; business
not subject to special taxes

general partner(s) have unlimited liability and so can 

lose personal property as well as investment; one 

partner’s actions can cost the whole firm

limited partnership

assets

Uniform Partnership Act
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Section 3: Guided Reading and Review

Corporations, Mergers, and Multinationals

Guided Reading and Review Chapter 8 43

A. As You Read
As you read Section 3, supply the missing information in the graphic organizer.

B. Reviewing Key Terms
Read the statements below. In the space provided, write T if the statement is true, or F if it 
is false.

8. Companies in the same business might form vertical mergers.

9. Multinational corporations usually headquarter in several countries.

10. If you buy stocks, you own part of a corporation.

11. Corporate bonds pay dividends.

12. Corporations have a legal identity.

13. Dividends represent a portion of corporate profits.

14. Privately held corporations are also closely held corporations.

15. The federal government issues a company’s certificate of incorporation.

16. A conglomerate merges more than three companies making unrelated products.

17. Publicly held corporations sell stocks to the Securities and Exchange Commission.

18. Stockholders must pay a capital gains tax whenever they sell their shares.

F

F

T

F

T

T

T

F

T

F

F

limited liability; stocks can
be sold

growth potential; long life
potential

apply for state license;
receive charter from state

corporation pays taxes on
income; stockholders pay
taxes on dividends and
capital gains

annual shareholders
meetings; careful
recordkeeping; annual and
quarterly reports to SEC

horizontal merger; vertical
merger; conglomerate

Incorporation

4. Start-up Procedure
apply for state license;
receive charter from state

5. Taxation
corporation pays taxes on
income; stockholders pay
taxes on dividends and 
capital gains

1. Corporate Structure
board of directors, who
appoints corporate officers,
who hire managers and
employees that work in 
various departments

6. Regulatory Requirements
annual shareholders 
meetings; careful record-
keeping; annual and 
quarterly reports to SEC

7. Possible Combinations
horizontal merger; vertical
merger; conglomerate

2. Advantages for Stockholders
limited liability; stocks can
be sold

3. Advantages for Businesses
growth potential; long life
potential
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Section 4: Guided Reading and Review

Other Organizations
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44 Chapter 8 Guided Reading and Review

A. As You Read
As you read Section 4, supply the missing information under the headings on the chart.

Advantages

1.

Disadvantages

2.

Membership and/or Purpose

3.

5.

Categories

4.

6.

Business Franchises

Cooperative Organizations

Nonprofit Organizations

B. Reviewing Key Terms
Briefly define or identify each of the following.

7. royalties

8. trade association

9. cooperative

share of earnings given as payment

a nonprofit organization that promotes the interests of a particular industry

a business organization owned and operated by a group of individuals for their 

mutual benefit

built-in product reputation;
management training and
support; standardized quality;
national advertising programs;
financial assistance from
parent company; centralized
buying power

formed by individuals for
shared benefits

usually formed to benefit
society, mostly providing
services rather than goods

submission to parent
company’s guidance; high
franchise fees, royalty
payments; strict operating
standards; purchasing
restrictions; limited 
product line

consumer cooperatives,
service cooperatives, producer
cooperatives

museums, public schools,
hospitals, adoption agencies,
churches, professional
organizations, business
associations, trade
associations, and labor unions

Possible answers below
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