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Business

Organization

Unit 1

Students will understand 

basic business 

organizations

Pearson Textbook Chapter 8

-Section 1 pp. 190-195; Section 2 pp. 197-200; Section 3 pp. 202-206
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OBJECTIVE

HOW ARE 

BUSINESS 

FIRMS 

ORGANIZED?

4 - 3

ENTREPRENEURS
• INNOVATE

• ORGANIZE

• TAKE RISKS

• KEEP PROFITS
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Types of Business Firms

• Sole Proprietorship: Owned by a 

single individual

• Partnership: Two or more people 

own and  manage a business

• Corporation: A fictitious legal 

person separate and distinct from 

its owners
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SOLE PROPRIETORSHIP

4 - 6

Types of Business Firms

• Sole Proprietorship: Owned by a 

single individual

• Advantages

– Easy and inexpensive to establish

– Owners have complete control of 

business

• Disadvantages

– Limited resources

– Unlimited liability
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PARTNERSHIP
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Types of Business Firms

• Partnership: Two or more people 

own and  manage a business

• Advantages

– Easy and inexpensive to establish

– Access to greater resources

– More specialization

• Disadvantages

– Limited life

– Unlimited liability

– Shared control

– Split profits
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CORPORATION
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Types of Business Firms

• Corporation: A fictitious legal 

person separate and distinct from 

its owners

• Advantages

– Limited liability

– Unlimited life

– Unlimited access to resources

• Disadvantages

– Shared profits (dividends)

– Double taxation

– Lack of control
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Business

Finance

Unit 1

Students will understand 

the economic 

functions of the stock 

market

Pearson Textbook Chapter 11

-Section 3 pp. 291-300
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OBJECTIVE

HOW ARE 

BUSINESS 

FIRMS 

FINANCED?
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Review: Types of Business 
Firms

• Sole Proprietorship: Owned by a 

single individual

• Partnership: Two or more people 

own and  manage a business

• Corporation: A fictitious legal 

person separate and distinct from 

its owners
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Business Finance

• Retained Earnings/Reinvestment

– Revenue not kept as profits but instead 

reinvested in the company

• Commercial Paper

– Loans from Banks.

• Bonds

– Loans from Individuals

• Stock

– Selling Ownership by Going Public
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The Process of Business Evolution
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The NYSE
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NASDAQ/AMEX
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Business

Finance

Unit 1

Students will understand 

the economic 

functions of the stock 

market

Pearson Textbook Chapter 11

-Section 1 pp. 276-283
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OBJECTIVE

Why do people 

buy stock?
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� Each share of stock represents 
partial ownership in a 
corporation

� They get future dividends paid 
from corporate earnings

� they get capital gains  derived 
from increases in share prices.

� People buy the stock of a 
corporation  because:

� Stockholders may resell their shares on the 
market, but resales do not put any money in 

the hands of the corporation.
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Nokia Annual Shareholder 
Meeting
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How to read a Stock Table
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How to read a Stock Table
The table below shows a sample stock table. Each item gives you some clues about 

the current state of affairs for a particular company.
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Investors

�Long term

�Dividends and growth

�Fundamental analysis

�Qualitative:

omanagement, 
product, market

� Quantitative:

o profits, assets, 
earnings

4 - 27

Facebook, Inc. operates as a social networking company 

worldwide. It builds various tools that enable users to connect, 

share, discover, and communicate with each other on mobile 

devices and computers. The company's Facebook Platform is a 

set of development tools and application programming 

interfaces that enables developers to integrate with Facebook 

for creating social apps and Websites. As of December 31, 

2013, it had 1.86 billion monthly active users and 618 million 

daily active users. The company has a strategic partnership 

with Trend Micro Inc. for educating and protecting users' 

digital lives against malicious sites and malware. Facebook, 

Inc. was incorporated in 2004 and is headquartered in Menlo 

Park, California.

Key Executives Pay Percent

Mr. Mark Zuckerberg , 30

Founder, Chairman and Chief Exec. 

Officer

1.99M 28.2%

Mr. David A. Ebersman , 45

Chief Financial Officer

507.00K 7.6%

Ms. Sheryl K. Sandberg , 45

Chief Operating Officer and Director

597.00K 5.4

Mr. Michael Schroepfer , 39

Chief Technology Officer and VP of 

Engineering

487.00K 4%

Sean Parker, 42

VP of Marketing and Bus. Partnerships

869.00K 4%

Financial Highlights   

Profitability 

Profit Margin: 15.15% 

Operating Margin: 33.52% 
 

Valuation Measures 

Market Cap (intraday): 142.18B  

P/E 148.13 

Book Value Per Share: 5.35 
 

Income Statement 

Revenue: 6.87B 

Revenue Per Share: 2.86 

Qtrly Revenue Growth: 59.70% 

Gross Profit: 3.72B 
 

Balance Sheet 

Total Cash: 9.33B 

Total Debt: 575.00M 

Total Cash Per Share: 3.80 
 

Cash Flow Statement 

Operating Cash Flow: 3.67B 

Levered Free Cash Flow: 2.70B 
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Speculators
�Short term

�Capital gains 

�changes in the market 
price

�Technical analysis:

�Price trends

�PE ratio
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A Moving Average
found by averaging daily prices together over a period
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Speculators

vs Investors
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Why do Investors 

almost always 

beat Speculators?
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How the 

Stock 

Market 

Works
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Chapter

Conclusions
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