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         Topic Objectives:  Upon completion of this lesson the student will

         be able to:

         Learning Outcome #:

           (E-1)  -  Describe the four types of business structures found in

                     agriculture (single proprietorships, partnerships,

                     cooperatives and corporations).

           (E-2)  -  Discuss similarities and differences among the four

                     types of business structures listed above.

         Special Materials and Equipment: none

         Evaluation: Quiz by instructor

TOPIC PRESENTATION: BUSINESS STRUCTURES

A.  Four methods of doing business under the free enterprise system:

____________________________________________________________________________

   Phases                Single Proprietorship          Partnership

____________________________________________________________________________

1.  Why is the firm      To buy, sell or produce        To buy, sell or

    operated             goods and services             produce goods and

                                                        services.

2.  To whom are the      The public or non-owner        The public or non-

    goods and services   customers.                     owner customers.

    rendered?

3.  How is the firm      Decision of individual        Agreement between

    started?                                           associates who become

                                                       partners.

4.  How does the         By the owners attaining       By contract between

    firm become legal.   legal age and controlling     2 or more indiv'ls,

                         the business.                 preferably written

                                                       and recorded.
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5.  Where is the         No charter is required.       No charter is

    business chartered?                                required;

                                                       partnership contract

                                                       may be recorded.

6.  How does one get     Starts business him/herself   By consent of the

    into the firm?       or buys it.                   partners and a new

                                                       agreement.

7.  Who controls the     The individual.               The partners by

    firm, selects the                                  agreement.

    manager and makes

    policy decisions.

8.  How is voting done?  None necessary                Informal agreement;

                                                       sometimes by vote of

                                                       partners.

9.  Who owns the         The individual                Two or more

    business?                                          individuals.

10. What do the owners   The individual puts in        Each partner may put

    put into the busi-   personal effort and capital.  in capital or

    ness?                                              personal effort or

                                                       both.

11. What returns can     Unlimited                     Unlimited.

    be received on the

    money invested?

12. How may net earning  As desired by individuals.    As agreed upon by

    be used?                                           partners.

13. What are the owners  All property of individual    All property of all

    liabilities?         excepting legal exemptions.   partners, excepting

                                                       legal exemptions.

14. How may business     Death, disability, bank-      Death of any partner,

    be ended?            ruptcy or retirement of       bankruptcy or

                         owner.                        decision to dissolve.

15. How are net          As an individual.             As an individual.

    earnings taxed?

============================================================================

    (**below are the other two categories for the phases numbered 1-15**)

____________________________________________________________________________

    Profit Type Corporation                Cooperative

____________________________________________________________________________

1.  To buy sell or produce goods            To buy, sell or produce

    and services.                           goods and services.

2.  The public, incidentally                Chiefly its own members.

    to stockholders.
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3.  Organization by associates              Organization by associates who

    who become stockholder                  become owner-members.

    investors.

4.  Usually incorporated under              Usually incorporated under

    general laws giving corporations        laws requiring operation

    great freedom in their operations.      according to co-op principles.

5.  Charter required; only states can       Charter required.  States

    charter, no federal charter.            charter most cooperatives. some

                                            are federally chartered.

6.  By buying stock.                        By meeting the qualifications

                                            for membership, obtaining

                                            approval by the board and doing

                                            business with the association.

7.  The board of directors elected by       The board of directors elected

    the stock-holder-investors.             by the member-patrons.

8.  Usually one vote for each share of      Usually one member, one vote;

    common stock.                           sometimes by patronage.

9.  The stockholders                        The member patrons.

10. Capital is supplied by investors        The members do business through

    seeking profits.                        the cooperative and put in funds

                                            or leave retainers.

11. Unlimited                               Usually limited to a maximum of

                                            8% or as prescribed by state

                                            law.

12. As dividends to stockholders or as      Prorated to patrons on patronage

    reserves or both.                       basis.

13. Assets of corporation.                  Assets of cooperative.

14. Bankruptcy or legal dissolution         Bankruptcy or legal dissolution

    of company                              of the cooperative.

.

15. At regular corporate tax rates.         As a partnership.

============================================================================

B.  Single Proprietorship

    1.  Advantages:

        a.  The costs to start the business are low.

        b.  There are tax advantages to the small owner.

        c.  The owner is in direct control of his/her business.
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        d.  There are minimal working capital requirements.

        e.  Single proprietorships are not subject to a large amount of

            governmental regulation.

        f.  All of the profits go to the owner.

    2.  Disadvantages:

        a.  It is difficult to raise capital without going deeply into debt.

        b.  There is complete or unlimited financial liability on the part

            of the owner in respect to the business.

C.  Partnership:

    1.  Advantages:

        a.  It is easy to form a partnership.

        b.  The start up costs are low.

        c.  There is only limited outside (i.e. government) regulation.

        d.  Broader management base can improve efficiency and decision

            making.

        e.  There are some tax advantages to partnerships.

        f.  Additional sources of capital are available since there are

            partners to share the investment.

    2.  Disadvantages:

        a.  There is complete or unlimited financial liability on the part

            of the owners in respect to the business.

        b.  Good partners are difficult to find.

        c.  It is difficult to raise large amounts of capital with only two

            owners.

        d.  The partners may disagree, which can cause confusion among the

            employees and also result in poor management decisions.

D.  Profit Type Corporation:

    1.  Advantages:

        a.  Specialized management improves efficiency and tends to allow

            personnel to apply specific talents fully in their specialized

            assignment.

        b.  Because of number of shareholders, it is easier to raise

            capital.
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        c.  Since corporations are a legal entity, they are entitled to

            specific privileges, rights and regulations.

        d.  Ownership can be transferred to other individuals or

            corporations.

        e.  Tax advantages are often realized in a profit type corporation.

        f.  The corporation has only limited financial liability related to

            the business.

    2.  Disadvantages:

        a.  They are much more expensive to organize.

        b.  Corporations are very closely regulated.

        c.  Management is more complicated and less personal, which may

            effect worker loyalty and output.

        d.  They may be "double taxed."

E.  Cooperative Corporation:

    1.  Advantages:

        a.  They enjoy the advantages of specialized management.

        b.  Because of the number of share holders, it is easier to raise

            capital.

        c.  It is a legal entity with certain rights, privileges and

            regulations.

        d.  Substantial tax advantages can be realized by coops.

        e.  Cooperatives have only limited liability.

        f.  Co-ops enjoy certain antitrust and regulatory exemptions.

    2.  Disadvantages:

        a.  Incorporating statutes (regulations) are quite restrictive.

        b.  Cooperation among members is often difficult to achieve.

        c.  Coops are often slow to organize and difficult to get started.

        d.  Members fail to recognize their ownership responsibilities and

            do not participate to the degree necessary for maximum

            advantage.

        e.  Often the other members of the business community resent the

            coops.
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