What is a Stock? or, Who Owns McDonald's? 


Lesson Description 

INTRODUCTION 
Private ownership is fundamental to the operation of a market economy. This lesson introduces the idea that individuals can become owners of a business by purchasing stock. 

ECONOMICS BACKGROUND 
People who buy stock in corporations are owners of that corporation. They risk their money (personal wealth) on the success of the business. Any business is risky because the future is uncertain. The owners of the business bear that risk. If the business succeeds, the owners benefit. 

LANGUAGE OF ECONOMICS – You will be quizzed on these terms!
Economize: To base decisions on an assessment of costs and benefits, choosing the best combination of costs and benefits from among the alternatives. 

Ownership: The right to use something and enjoy its benefits. 

Profit: The difference between revenues and the costs entailed in producing or selling a good or service; it is a return for risk-taking. 

Risk: The chance of losing money. Risk is the opposite of safety. 

Stock: A share of ownership in a company. Owners of stock receive part of the company's profits-or bear some of its losses-up to the amount of money they put into the stock. 

Concepts 

· Profit

· Choice

· Incentives

· Risk

CROSS CURRICULUM SKILLS 
Students develop skills in reading, listening, group participation, and writing. 

Objectives 

· Students explain that a stock is a share of ownership in a business. 

· Students explain that a company's risk is assumed by those who own it. 

· Students explain that owners of stock are entitled to a share of a company's profits. 

· Students describe the risk that a company's owners assume when the business introduces a new product. 

· Students make decisions regarding stock ownership, weighing expected benefits against expected costs.

Procedure 

1. Today you will learn what a stock is and how stock ownership provides limited risks and potential rewards to investors 

2. Do you know anyone who owns something.  Do you know people who own businesses. 

3. Why do people like to own things? 

4. Can people legally do anything they want with items they own? 

5. What does ownership mean? 
Activity 1, Stock Ownership: A Delicious Topic - read it individually. 

1. How many people own McDonald's? 
2. Why would people wish to buy McDonald's stock? 
3. How do you become an owner of McDonald's? 
4. What are the benefits of stock ownership? 
5. What are the risks of stock ownership? 
6. Will McDonald's accept Toad's suggested menu? 
7. How do profits help McDonald's?  
Use the information in Activity 1 as they answer the questions in Activity 2. Discuss the answers in class. 

1. When Nabisco introduced its new cookies in 1912, Nabisco stockholders assumed a risk that was similar to Toad's risk in wanting to sell chocolate insects. What was that risk? 
2. Why were stockholders willing to assume this risk? 
3. Did the risk-taking turn out to be worthwhile for Nabisco's stockholders? Why or why not? 
4. Did the risk-taking by Nabisco's stockholders benefit the company's customers and employees? Why or why not? 
5. If you owned stock in the company, would you be entitled to take a package of Oreos from the supermarket whenever you wanted? Why or why not? 

Activity 3, Thank-You Note. Remember: every economic choice involves weighing expected costs against expected benefits. 

