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CHAPTER 20 – CATEGORIES OF INDUSTRY
A firm is an individual producer of a good e.g. Cadburys

An Industry is a collection of firms producing the same good e.g. the chocolate industry. There are 3 categories of industry

Employment changes 2002 -2007
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The primary sector of the economy extracts or harvests products from the earth. The primary sector includes the production of raw material and basic foods. Activities associated with the primary sector include agriculture (both subsistence and commercial), mining, forestry, farming, grazing, fishing, and quarrying. The packaging and processing of the raw material associated with this sector is also considered to be part of this sector.

Agriculture in Ireland is in decline.  The main reasons are

· Increased mechanisation

· More attractive options elsewhere e.g. 9 to 5 job with a weekly wage.

· Change in EU supports policy

On 1 May 2004, during Ireland’s EU Presidency, 10 new Member States joined the EU, resulting in the creation of the world’s largest trading block and a single market with more than 450 million consumers. This enlarged market provides many new opportunities and challenges for Irish businesses, including those within the agriculture and food industry

The agriculture and food sector makes a very significant contribution to the Irish economy, as illustrated in the following table:

	


Value of Output
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	Value at Current Prices for Output, Input and Income in Agriculture by Statistic and Year 

	 
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	All Livestock (Euro Million)
	2212.8
	2274.9
	2417.0
	2399.0
	2506.7
	2197.8
	2400.5

	All Livestock Products (Euro Million)
	1459.3
	1375.8
	1367.4
	1706.9
	1677.5
	1142.0
	1571.2

	All Crops (Euro Million)
	1350.6
	1376.0
	1453.9
	1595.4
	1605.2
	1371.7
	1507.2

	Total
	5022.8
	5026.7
	5238.4
	5701.4
	5789.4
	4711.6
	5478.9

	


Bottom of Form

Source cso

The Agri Food industry is an important sector of the Irish economy. It accounts for over 8 per cent of GDP, 7.5 per cent of total employment and, including food and agricultural products, around 7 per cent of exports.


 Fishing
The Irish Sea fishing industry makes a significant contribution to the economy, in terms of output, employment and exports. The sector employs 15,000 people and in 2001 seafood exports amounted to €730million.

The main varieties of sea fish landed are herring, cod, whiting, mackerel, plaice, ray, skate and haddock. The main varieties of shellfish taken are lobsters, periwinkles, crayfish and oysters. There has been a strong growth in aquaculture and the main species produced are salmon, trout, eels, mussels, lobsters, clams and scallops.
Natural resources

These include oil, climate, water, land, minerals, peat, forests and fisheries.  These must be managed carefully by society and the focus is on environmentally sustainable development.

Extractive Industries

In Ireland the construction Industry has been the main user of our more important deposits e.g. sand and gravel.

Natural gas has proved to be a significant boost for the economy.

Water

This is also an important resource for household consumption and Industrial use e.g. thefood processing industry.  It is important that pollution is carefully monitored in this area

Forestry

Coillte is the relevant SSB for forestry and attractive grants have attracted private investors and the fact that the returns are tax-free.  

Coillte employs 1100 people.

Agribusiness

This refers to all the direct products of agriculture plus all related products e.g. milk, cereals, beef, other foods and drinks, agricultural supplies, farm machinery and chemicals.  New areas include 

· Organic farms e.g. Kellys organic cheeses Mullingar

· Open farms e.g. Kilcoole County Wicklow

· Mushroom farms

· Deer farming
The primary sector (extractive) is a category of industry based on the natural resources of a country such as agriculture, forestry, fishing, mining, energy.

Current Trends 

· Commodities such as beef and milk are commanding higher prices on world markets as demand increases due to global population growth. 

· Cóillte the state agency operating in forestry, land based businesses, renewable energy and panel products may be privatised along with other businesses such as Electric Ireland. 

· As a result of overfishing the EU has introduced fish quotas in an attempt to conserve fish stocks. 

· Gas deposits discovered in the Fermanagh/Leitrim border may be mined using ‘fracking’ a controversial mining technique. The Corrib natural gas field has also proved controversial. 

· Developments in the area of wind energy and solar power. 

· Continued growth in organic food production capitalising on Ireland’s green image worldwide. 

· Restriction on turf cutting due to EU environmental directive.
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These industries transform raw materials into finished goods. They consist of the manufacturing and construction sectors.

At present there is a major push in the innovation sector to develop new exportable products in a more competive environment

Successful areas in Ireland are

· Food processing producing dairy products etc. e.g  Glanbia

· Computers e.g. Dell , Intel

· Chemicals and Pharmaceuticals.  e.g Irish Fertilisers ,Elan

· Printing and packaging e.g. Smurfit Kappa

· Building materials e.g. Cement Roadstone Holdings

The “Construction Industry” produces raw materials for building and builds our infrastructure, which is essential for business.  Tax incentives and tax changes tend to stimulate or deflate this sector

[image: image3.wmf]
Irish construction activity continued to fall sharply in January but at slowest pace in five months
Trends in Irish Manufacturing
The secondary sector includes Manufacturing, Agribusiness and Construction businesses 
that manufacture products from the materials produced by the primary sector (Agriculture, 

Forestry, Fishing and Mining). 

Takes raw materials, processes raw materials and produces finished goods. 

Example: Kerry Group – Food Products. 
Current Trends: 

(i) Decline in employment in Secondary Sector – downsizing and closures have 

resulted in an increase in unemployment, particularly in relation to Manufacturing 

and Construction 

(ii) Increased competition- challenge faced by Agribusiness Sector in food market 

from foreign retailers i.e... Lidl and Aldi 
(iii) Increased wage rates in Ireland over the past few years has resulted in loss of 

competitiveness – relocation of some manufacturing businesses to low cost economies
· Change towards hi-tech jobs e.g Google and Microsoft   [image: image4.jpg]&
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· Move to more competitive locations e.g. Costa Rica and Poland(Dell)

· Focus on the knowledge end of Manufacturing. E.g. Eli Lillys Kinsale plant  (pharmaceutical manufacturing)

· Move away from textiles 
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· Downsizing due to technological advances

· Greater influx of MNCs to gain access to the EU

· Successful “high quality” and “niche market” suppliers e.g. Baileys, and Blarney Woollen Mills  
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· Changes towards green marketing and environmentally sustainable development
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· Emergence of Irish food conglomerates e.g. 
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This is the tertiary sector that provides essential backup for Primary and Secondary sectors. This category is not in the business of “making” more by way of consultancy and support services. It includes banking, legal , accounting, insurance and software assistance to name just a few. It includes TV journalism and telecommunications.

Nightline couriers are in the distribution industry and provide an essential service [image: image9.jpg]Nightiine
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There are 1.2 million people employed in this sector in Ireland at the moment and this provides a boost for the economy through the knock on effect of both taxes paid and expenditure 

  The rapid growth of Information Communication and Technology has also had a major influence e.g.

· ATMs, Internet Banking, Telephone banking

· Bar codes for stock control 

· Internet business transactions. [image: image10.jpg]



· Improvements in public bodies e.g. Motor tax on line

· Education multi-media packs e.g. eircom tutorials
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· Teleworking or working from home and avoiding commuter hardships.
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Recent Trends in the Services Sector

Taxes such as the household charge, property tax and cuts in government expenditure 

on social welfare have led to a fall in the disposable income of consumers. As 

consumers’ spending power is reduced the demand for the goods and services that 

businesses sell in the retail services sector has fallen. 
 Closures/examinerships/insolvencies of retailers. 

Recession hitting the small and medium enterprises e.g. suppliers to construction 

industry. 
Big multiples versus small retail outlets and the difficulty in competing. 

 Growth in discount retailers e.g. Aldi, Lidl, TKMaxx. 
Deregulation in some industries e.g. taxi industry. 

 The Gathering 2013 and its impact on services (Hotels, travel etc). 

Businesses in the services sector are facing a decrease in footfall because of the 

challenges facing town centres due to competition from large suburban shopping 

centres and the restrictive parking regimes in operation. Expensive parking tickets, 

fines and the threat of clamping are driving people out of town centres where many 

service sector businesses operate. 

VAT increases lead to more expensive goods and services for the consumer which in 

turn causes demand to fall, thereby affecting business. For example the volume of 

sales in department stores fell by 18.4%, and electrical goods fell by 12.0% as a 

consequence of the negative impact of the VAT rise to 23%. 

Increases in excises duties on tobacco products have led to an increase in tobacco 

smuggling. Excise duties on cigarettes continue to rise, increasing the incentive for 

customers to choose cut price illegal products sold on the black market. In 2010, 

Ireland’s retailers lost €896 million in turnover to the Black market. 

 The growth of the ICT sector has led to employment opportunities. At a recent Intel 

Forum on Education, the CEO of Fujitsu Ireland said that 75% of ICT employers in 

Ireland have job vacancies. There has been growing concern at the rising skills 

shortage in the ICT sector, a situation made worse by the low number of students 

opting for technology courses at third level. 

The growth of e-business, a method of buying and selling goods and services over the 

internet, is changing the dynamic of the services sector. Retailers moving to on-line 

operations include Tesco and Next. 

Unit 6

Community Development

Chapter 21
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The Government funds, and in some cases administers, a range of programmes of support for community development so that socially excluded groups and local communities can be active participants in identifying and meeting their own development needs, working alongside the Statutory Agencies and others involved in local development initiatives.

Community Development Programme

This Programme provides financial assistance to fund community development projects in disadvantaged areas. It also provides support for self-help work in specific target groups that experience disadvantage - disadvantaged women and men, lone parents, travellers, etc. - in order to help them articulate their point of view and participate in a process of personal and community development. 
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Killerley Co. Louth Old Schoolhouse

Problems of local communities

· Unemployment

This leads to higher emigration and a change in the age structure.

· Social problems

These areas have a serious amount of social problems and develop a bad name and this discourages investment.

· Poor infrastructure

These areas usually have a poor infrastructure and this also discourages investment in the area
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Connor pass County Kerry

· Negative multiplier influences

Poverty in the region has a negative knock on effect and these areas are badly catered for by business and for amenities

	THE PROCESS OF COMMUNITY DEVELOPMENT
	top
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A community is a group of people that have something in common. They may live in the same area or work together or be members of the same club. The community benefits when all members work together and cooperate for the good of all. It develops when members try to create new jobs or leisure facilities or social services. 
· Local people are  in control

Local people will make the crucial decisions in the area and not rely on Transnational Companies which tend to create a local boom for their duration and then a recession when they leave to go to a more competitive country.

· Advice and Finance

Enterprise is encouraged and helpful advice is laid on by local and national agencies e.g.LEADER +  programme . Access to funding is also made available

· Job creation

Jobs and economic development arise through the efforts of proactive locals and useful agencies. This is in line with the “Bottom Up” approach to European development
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·  Refurbished Towns and villages

Jobs are created but also shopfronts are improved and localities are given a major facelift. These projects qualify for tax relief.
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Athenry Co. Galway

· Creates entrepreneur mentality

An enterprise culture is developed and locals look for solutions to local problems availing of outside help when needed. Innovation is accepted as a must for people in the area.
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Enterprise promotion in County Meath

· Organises EU funding

These local groups investigate all EU funding opportunities and maximise local uptake. All schemes insist upon qualifying criteria for funding.

· Develops local skills

Traditional crafts are revived and as well as catering for local needs are popular with tourists e.g  Bunratty folk park and village
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· Quality of life

The rebirth of the town/village brings a new vibrancy to the area and all opportunities are seized e.g. Clarinbridge Oyster festival.

· Positive multiplier effect

Extra jobs and extra economic activity has a positive impact on the economic life of the developed community.
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· They are the most important source of start up business

· The Enterprise boards support the start-up & development of local business in Ireland. Supports include advice, mentoring & grants or financial supports for training and growth.
· There are 35 in all

· They cover areas of development not covered by other agencies e.g. Enterprise Ireland covers larger indigenous firms.
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· Each LEO has an enterprise fund.

· They focus on micro projects i.e. those with less than 10 employees

· The maximum grant available for the new start up is €63,500 eg for feasibility studies,capital and employment grants.

The Local Enterprise Office is the First Stop Shop for anyone seeking information and support on starting or growing a business in Ireland.

The Local Enterprise Office provides advice, information and support to entrepreneurs in starting up or growing your business.

With 31 dedicated teams across the Local Authority network in Ireland, Local Enterprise Offices offer a wide range of experience, skills and services.

The Local Enterprise Office is for people interested in starting up a new business or already in business including; entrepreneurs, early stage promoters, start-ups and small business looking to expand.

Our Role: To Help You Deliver on Your Business Idea
· To drive the development of local enterprise, putting local micro and small business at the heart of job creation in Ireland

· To drive and support business start-ups and promote a ‘can-do’ business culture.

· To increase the job potential of new and existing micro and small businesses.

· To increase the number of innovative businesses with potential to export.

· To be proactive in response to the needs of our clients.

 

To qualify promoters of a project must show that

· A market for the product / service exists

· They have the management and technical ability

· The project will create employment opportunities in the specific area.

· The project does not displace existing local jobs

The LEO also provides  the following services;

·  Support and advice  the boards provide a full information and advice service to expanding and potential entrepreneurs on all aspects of setting up and running a business LEOs are a first port of call for those needing information and advice on how to go about setting up or expanding a micro business venture. E.g. Barron lifts aided by Wexford LEO
· “Soft supports  Critically important success factors, for enhancing  business growth  include knowledge and intellectual input and skills/expertise.
The range of "soft" supports on offer can vary from Board to Board but would typically include training programmes, work-shops, seminars and mentoring services. E.g. Limerick LEO offers heavily subsidizing training courses to help aspiring entrepreneurs.

· Mentoring 
A significant and much utilised component of the "soft" support intervention of LEOs is their mentor programme. This particular programme seeks to match up the knowledge, skills, insights and entrepreneurial capability of experienced business practitioners with small business owners who need practical help. E.g. Rachel Quinn Ceramics Sligo was helped with business planning and cash flow forecasting.
· Equity investment-

The board might invest in a project with high potential for growth with the financial projections demonstrating an ability to repay e.g. up to €75,000 may be invested by the board in a venture.

·  Feasibility grants may be provided to assist with the cost of necessary pre-start-up studies carried out for the purposes of assessing market interest in and demand for a proposed new product or service, the appropriateness of the associated funding plans and the general viability and sustainability of the venture. The maximum feasibility grant available is €20,000
· .  Business Angels  The Enterprise Boards and Enterprise Ireland have a panel of potential investors who have indicated their willingness to invest in worthwhile projects. These are known as Business Angels. Most of major accountancy firms and legal practices also have such clients willing to take a plunge for the right opportunity. E.g. The Halo business angel partnership which brings entrepreneurs, investors and advisors together to work on a suitable start up.

The success of the Partnership approach has been built on the identification of the needs of the most disadvantaged at a local level by all of the stakeholders in social and economic development. 

The consultation with and participation of local people in creating solutions to problems in their area is vital for the sustainability of local communities and the successful tackling of disadvantage among the target groups of this programme. 

There are 52 partnerships in all e.g. Blanchardstown Area partnership organise workshops for starting your own business.

Partnership Companies were established to tackle growing unemployment in particular areas of the country. Each Partnership Company is made up of representatives from the business community, state agencies and community groups. These established Partnerships combat unemployment and the causes of unemployment in their area by developing and supporting services to unemployed people and through involvement in other special programmes.
The 52 Partnership Companies have a number of common features: 

· They are independent companies; 

· They have a similar partnership structure; 

· They are located in designated disadvantaged areas; 

· They produce multi-annual Integrated Action Plans; 

· The plans are implemented and financed across a range of measures: enterprise, education, infrastructure, community development; 

· They work with identified target groups; 

· They work as brokers in bringing people together to lever money into disadvantaged areas; 

· They work through community development principles of consultation, participation and inclusion. 

They help with new business start- ups as follows:

· Business, financial and legal advice 

· Bookkeeping and financial training 

· Mentoring and enterprise networks 

· Pre-enterprise training and training in sales and marketing 

· Secretarial support services 

· Start-up finance, through grants or revolving loans 

· Incubation units for start-up businesses. 
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LEADER 2014 - 2020

LEADER will provide 250 million euro in financial resources to rural communities up to 2020. It will be administered by Local Action Groups (LAGs).These are partnerships of both public and private entities from a defined geographical area. They are responsible for selecting and approving projects in their respective areas in accordance with business plans agreed with us.

We will enter into funding agreements with Local Action Groups on a rolling basis from early 2016.  Following this, Local Action Groups will be accepting applications from both private promoters and community groups for projects, which are consistent with the priorities identified in the local development strategies for their area.

The broad themes are,

· The use of new technologies to help increase the competitiveness of products and services in rural areas; 

· Improvement of the quality of life in rural areas; 

· Adding value to local products and facilitating access to markets for small production   units; 

· Making best use of natural and cultural resources, including the enhancement of sites   of Community interest.
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 Maghus castle playground Kiltimagh Co. Mayo. Benefitted from LEADER funding.

Aid under the programme may take the form of support for the following measures;

· Training 

· Analysis and Development 

· Innovative rural enterprises, craft enterprises and local services/facilities 

· Exploitation of agriculture, forestry and fisheries products 

· Enhancement of natural/built/social/cultural environment 

· Environmentally friendly initiatives 

€206,260 under the LEADER elements of the RDP for the development of an all-weather pitch in the village of Kilmovee, Ballaghadereen, Co. Mayo 

Minister Hogan announces €250 million LEADER funding under the Rural Development Programme 2014-2020 
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SOLAS' functions are to manage, co-ordinate and support the delivery of this integrated Further Education and Training by the Education and Training Boards (ETBs); to monitor delivery and provide funding based on reliable, good quality data and positive outcomes; and to promote Further Education and Training provision that is relevant to individual learner needs and national skills needs. This includes the needs of business and future skills requirements.​​​​​​
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SOLAS holds statutory responsibility for the management of the National Apprenticeship System in Ireland. Apprenticeship is the recognised means by which people are trained to become craftspeople. It is a demand-driven, workplace and classroom, educational and training programme for employed people aimed at developing the skills of the apprentice to meet the needs of industry and the labour market. The Curriculum for each apprenticeship programme is based on uniform, pre-specified standards which are agreed and determined by industry. 

SOLAS manages the MOMENTUM programme which is part of the Government's 'Action Plan for Jobs' initiative. It offers training to approximately 6,500 long-term unemployed people to gain skills in identified growing sectors and to provide them with access to a range of education and training projects, work placement/support and relevant industry and NFQ accreditation.
	


SOLAS delivers online learning through eCollege which offers a range of high quality interactive online learning courses, available any time through broadband internet access, for those who wish to learn at their own pace. On-Line learning courses typically take from 14-24 weeks to complete and caters for individuals who are IT literate and who wish to work at their own pace and in their own time. Courses are offered with and without e-tutor support. Learners can register for on-line courses through www.ecollege.ie. Courses include; CompTIA Network+, Mobile Technology, Java Professional Developer and Microsoft.

Unit 6

Chapter 22

Government and Business

Economy –
An economy or economic system consists of the production, distribution or trade, and consumption of limited goods and services by different agents in a given geographical location. The economic agents can be individuals, businesses, organizations, or governments.

CENTRALLY PLANNED ECONOMY'

An economic system in which economic decisions are made by the state or government rather than by the interaction between consumers and businesses. Unlike a market economy in which production decisions are made by private citizens and business owners, a centrally planned economy seeks to control what is produced and how resources are distributed and used. The production of goods and services is undertaken by state-owned enterprises.

A market economy based on supply and demand with little or no government control. A completely free market is an idealized form of a market economy where buyers and sellers are allowed to transact freely (i.e. buy/sell/trade) based on a mutual agreement on price without state intervention in the form of taxes, subsidies or regulation. 

An economic system that features characteristics of both capitalism and socialism. A mixed economic system allows a level of private economic freedom in the use of capital, but also allows for governments to interfere in economic activities in order to achieve social aims. This type of economic system is less efficient than capitalism, but more efficient than socialism.
The Government provides a regulatory framework for both business people and ordinary people.  It gets involved through central and local government and the State Sponsored Bodies

CIRCULAR FLOW INCOME IN AN ECONOMY
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Government policy is the means of achieving objectives.

FISCAL POLICY'

Government spending policies that influence macroeconomic conditions. Through fiscal policy, regulators attempt to improve unemployment rates, control inflation, stabilize business cycles and influence interest rates in an effort to control the economy. 
· 2016 Expected Current  revenue €50Bn

· 2016 Expected Current  spending €51Bn

Monetary Policy

· Controlling economic activity by altering the money supply.

· Economic and Monetary Union membership means that this is of little use to the Irish government.

· The European Central Bank sets interest rates for the Eurozone.

· Main Interest rate is 0.00%
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Industrial Policy

· It is the means of promoting business and employment in the economy.

· It is prepared in consultation with the social partners.  

Ireland’s present Industrial policy 

· Our focus is on attracting Foreign Direct Investment through a range of services provided by IDA Ireland.
2015 was a record year for FDI in Ireland as IDA client employment reached its highest ever level at 187,056.
· The high Tech. Sector is also being targeted for job creation as we have a competitive advantage in this sector.

· [image: image30.png]Google




· Search engine provider
· The growth of Indigenous or native Industries is also being encouraged by Enterprise Ireland.

Enterprise Ireland is the government organisation responsible for the development and growth of Irish enterprises in world markets. It works in partnership with Irish enterprises to help them start, grow, innovate and win export sales on global markets. In this way, they support sustainable economic growth, regional development and secure employment.

A List of the ways in which the Government creates a suitable climate for business

Economic planning

Since the 1980s we have had economic plans which were agreed by Government and social partners.  Examples have included Towards 2016 and the National Development Plan 2007-2013.
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There is a major focus on controlling wage costs and to improve the competitiveness of Irish firms.

 

The Government on Tuesday announced a capital plan worth €27 billion over the next six years.

The capital programme aims to provide for major infrastructure projects, including a new rapid transit system from Dublin city centre to Dublin Airport and Swords.

The six-year project was announced by Minister for Public Expenditure and Reform Brendan Howlin, along with Taoiseach Enda Kenny and Tánaiste Joan Burton, at Heuston Station in Dublin. 

Results of Economic Planning 

· Low inflation (currently .2%) which keeps costs low, lessens wage demands and boosts confidence in the economy.

This planned approach allows business to prosper and helps to improve the Industrial Climate in Ireland.

Expenditure Policies

· Government spending can be long term – Capital expenditure on infrastructure e.g. The Castleisland Bypass at a cost of €35m but it alleviates serious traffic bottlenecks on one of our most important gateways
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· Government spending can be short term – Current  expenditure e.g The health services executive will spend €12Bn in 2016 and various suppliers will benefit
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· Government spending creates employment both directly and indirectly

· Government spending boosts the economy and is good for business)

· Government Expenditure aims to 

- Develop our infrastructure 

- Improve public services 

- Encourage enterprise and investment

Taxation Policies

How it creates a suitable climate for business

· Irelands low corporation tax encourages Transnational companies to chose Ireland as a base. (12.5%) e.g. 
· Low income tax (20%) encourages work and the availability of a willing labour force.

· Low indirect taxes encourages spending (9%) VAT

· The abolition of the travel tax has stimulated tourism

Government Regulations

These are in place to protect consumers, workers and the environment and help to create a suitable climate for business.

Consumers

Sale of goods and Supply of Services Act 1980
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Employees

Unfair Dismissals Act 1977-2007
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Environment
The Environment Protection Agency insists that some businesses prepare an Environmental Impact Assessment

Planning laws.

The Shell refinery in North Mayo was granted planning permission subject to 42 specific conditions
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A protester at the Shell Refinery in Mayo

Competition
· Firms cannot abuse a dominant position or prevent restrict or distort trade

· Mars Ireland received substantial compensation from Unilever in 2009 as a result of an attempt by Unilever to exclude Mars ice products from Unilever supplied fridges to Irish retail outlets.
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State Services for business

The Government helps new businesses and those wishing to expand through various Government departments and agencies

· IDA Ireland targets foreign direct investment.

· Enterprise Ireland promotes indigenous Industry.

· SOLAS  provides subsidised training programmes

· BORD BIA promotes food and drinks exports.

· FAILTE IRELAND targets the tourism sector.

These agencies help to create a suitable climate for business.

Government role in regulating business: 

The government regulates business in order to protect the environment. It established the EPA (Environmental Protection Agency) whose role it is to protects the environment through its licensing, enforcement and monitoring of business activities. 
 The government regulates business in order to protect the consumer. The Sale of 

Goods and Supply of Services act 1980 gave rights to the consumer in relation to 

goods or services bought or hired. The Consumer Protection Act 2007 established the NCA which investigates and prosecutes unfair trading practices. 
 The government regulates business in order to protect the employees in the workplace with legislation on unfair dismissal, equality and industrial relations. It established the Health and Safety Authority which works to create a national culture where all stakeholders commit to a safe and healthy workplace. 
The government regulates business in order to protect the general public against 

misuse of information in manual or electronic format through the Data Protection Act of 2003. Data protection is the means by which the privacy rights of individuals are safeguarded in relation to the processing of their personal data

Labour force refers to all those working plus all those available for work but unable to find it.

· Improve the infrastructure

If the government put appropriate back up services in place it will facilitate business activity and job creation.

· Lower taxes

Low personal taxation (20%) encourages people to get a job and low corporation tax (12.5%) means that the entrepreneur can afford to hire more labour.

· Economic variables e.g. interest rates.

If the government/ECB  keeps interest rates low, the entrepreneur can afford to build more factories. Consumers can afford to buy more goods. This means that more jobs are created.

· Future plans.

The government puts together national plans, which make job creation a priority. The focus is on sustainable jobs in energy, medical devices and tourism for example.

· Direct Employment

The government pays the wages of approximately 309,000 employees who help to successfully run the country. This has a direct impact on the labour force.

· Improve investment and training

The government pumps money into specific agencies such as SOLAS and FAILTE IRELAND whose services make people more marketable by improving skills.


The positive impact of business activity on the Irish economy is as follows:

· Creates jobs

Jobs are created in all sectors e.g. agriculture, factories etc. By paying all the bills and expenses of the business further jobs are created. (Unemployment  rate 8.6%
· Re-investment for the future

By ploughing back current profits we are providing for the purchase of essential fixed assets in the future. A greater stock of capital goods facilitates business expansion in the future.

· Purchase of inputs/raw materials

One business has a knock on effect on several suppliers, generating further wealth and boosting the economy. (Baileys source their cream from 40,000 suppliers)

· Feel good factor (enterprise culture)

Innovation is encouraged in an area. This has a positive effect on the local economic outlook. This reduces the dependence on Transnational companies.
· Business expansion increases economic growth

As a firm gets bigger, it produces more output, most of which it exports. This injects wealth into the Irish economy and boosts economic growth

· Expansion boosts competition

A business strives to be the most efficient and a “survival of the fittest” situation emerges. This forces down prices and makes good use of scarce resources.


However, there is also a negative impact on the Irish economy:

· Price manipulation


Businesses tend to mislead unwitting consumers and prices are fixed. This greed has a negative effect on consumers. 

· Large firms dominate

Large firms tend to control markets, alter prices, supply and abuse their position of dominance. This is anti – competitive.

· Poor ethics among businesses

Business tends to put profits before people. Standards of right versus wrong tend to be ignored. E.g. poor wages. being paid to staff due to a national job shortage.


The performance of the Irish economy has a huge bearing on Irish Business.  We will look at the key economic variables.

Interest Rates
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This is the cost of borrowing.

It depends on the demand and supply of money.

The amount charged, expressed as a percentage of principal, by a lender to a borrower for the use of assets. Interest rates are typically noted on an annual basis, known as the annual percentage rate (APR).

In the Eurozone they are set for all member states.  

A low interest rate means that it is cheap for firms to borrow money.

· They will expand, creating jobs

· Consumers will borrow and spend more on goods and services.

· Firms are more profitable and business prospers.

High interest rates means

· No expansion of factories

· Less consumer borrowing and spending and lower consumer confidence

· Lower profits for firms caused by lower sales and higher interest costs.

Inflation
[image: image39.jpg]‘Annual Inflation (%)

s 2 &





Source Finfacts.ie
Is a sustained growth in the general level of prices based on the Consumer Price Index  (CPI) and the average family The current rate is .2% (2016)

Low inflation means 

· Our exports are more competitive in foreign markets

· Positive investment outlook in the economy.

· Better standard of living for consumers as the purchasing power of incomes is increased.

· Less Industrial Relations unrest and labour days are lost as wages last longer for employees.

Unemployment
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The current rate is 8.6% (2016)

It is the number of people who are available and seek work unsuccessfully.

Presently there are 358,000 people signing on the live register and this leads to the following problems

· High social welfare bill

· A need for higher taxes

· A reduced spin off effect in the economy as consumers are more careful with their money.

· Lower retail sales and lower profits.

· Employers hiring cheaper labour due to the oversupply in the economy

The Irish Government has tackled it as follows:

· Lower VAT rates means more spending by consumers

· Lower income tax encourages people to take up available jobs.

· A focus on training and upskilling in the economy

· Employment grants and subsidies to encourage recruitment by employers.

· Attraction of Transnational companies in the hi tech sector.

· Promoting an enterprise culture with a focus on innovation.

Low unemployment is good for business

Taxation 

A compulsory payment to the Government
Impact on business of high taxation

· It erodes a consumers purchasing power (income) and less money is available for spending on goods and services.

· It reduces a company profits through corporation tax.

· Employers PRSI increases the cost of employing someone and is bad for business.

· The imposition of VAT is an extra burden and inconvenience on a business

· Low tax rates are good for business.

Exchange Rates (fixed within Eurozone)

This is the price of one currency in terms of the value of another 

Our Euro currency still fluctuates against sterling, which is our main trading partner

1 Euro = 81p sterling 
Exchange rates affect foreign trade

· A Weak Euro is good for exporters

Example ; In 2005 a piece of Irish steak which needed to retail at €10 to be profitable converted to £6.30

In 2011 the same product would have to be sold for £8.60 due to a stronger euro.

· A Weak Euro encourages tourism and the stronger Euro is damaging tourism from non Euro countries.

In 2011 £500 sterling converts to €581 for a British tourist coming to Ireland whereas in 2006 £500 converted to €793 and therefore currency fluctuations have had an adverse effect on British tourism to Ireland.

· A problem for Ireland is that we import 42% of our goods from non-Eurozone countries.  We in Ireland are still vulnerable to currency fluctuations.

Grants

A non-repayable source of finance to promote business development. It is financial assistance payable after the expenditure has been incurred.

The main agencies: IDA Ireland, County Enterprise Boards(LEO) and Enterprise Ireland

· They promote an enterprise culture and encourages  new start-ups

· They help with feasibility studies and market research.

Enterprise Ireland helps indigenous firms through start-up grants and expansion grants

The priority is the achievement of export sales growth from Irish-owned companies. All its services are geared toward helping Irish companies win international sales.
The range of services is extensive, from funding, to making introductions in key international markets.

Funding supports - a range of supports, for start-ups, expansion plans, and R&D business plans.

Export assistance - including the provision of in-market services, local market information and the facilities of its international office network.

Supports to develop competitiveness - helping companies to become leaner to make them more competitive in international markets.

Incentives to stimulate in-company R&D – new product, service and process development to ensure sustainability, and growth through the evolution of products and services.

Assistance with R&D collaboration - with research institutions, to develop and bring to market new technologies, products or processes.

EVALUATION

Many of their clients tell them that while the funding they received from Enterprise Ireland was helpful, the non-financial assistance, like introductions to experts, buyers and potential customers, was most valuable.

Economic Growth
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An increase in the capacity of an economy to produce goods and services, compared from one period of time to another. Economic growth can be measured in nominal terms, which include inflation, or in real terms, which are adjusted for inflation. For comparing one country's economic growth to another, GDP or GNP per capita should be used as these take into account population differences between countries.

· It is measured by Gross National Product and in 2015 the figure was €152Bn
· GNP is the value of all goods and services in a given year.

· Gross Domestic Product includes all wealth produced even the wealth that does not stay in Ireland. €182Bn
· Several years of economic growth was dubbed as “The Celtic Tiger”

· 2000 = 11% (Boom)

· 2009 = -7% (Recession)

Economic growth leads to higher sales for businesses but it may lead to inflation.

Growth in the economy means greater aggregate demand by consumers and also greater consumer confidence which all has a positive effect on business.

Environmental issues

Our recent strong economic performance during the Noughties has brought increased potential for environmental damage but also the means to attain improved environmental infrastructure and services.

A High environmental quality is central to our quality of life and underpins the attractiveness of this country for tourism and for inward investment of the type most suited to a modern economy. 

Business have greater environmental constraints than ever before but are also benefitting from new opportunities and niche markets

Businesses can be harmful to the economy and to consumers through pollution

A growing economy leads to greater business activity and greater pollution e.g.

· Cardboard and paper

· Tins bottles an plastic

· Engine emissions

Future policies at National and EU level will have serious effects on Irish business

· Plastic bag tax

· Planning laws

· Recycling directives.

CHAPTER 23 – BUSINESS & SOCIETY




Ethical Business Practice refers to a set of moral principles that cause a person or firm to act in a certain way. It encourages honesty and fairness and doing the right thing should always prevail over profit. It refers to the conduct of individuals and firms

 An ethic involves a valued judgement on what is right and what is wrong.  Business ethics examines the firms activities and asks whether the activity is right or wrong and guides business people

It involves reaching morally appropriate decisions with a focus on fairness as the guiding factor

The Ethisphere® Institute is the global leader in defining and advancing the standards of ethical business practices that fuel corporate character, marketplace trust, and business success. We have a deep expertise in measuring and defining core ethics standards using data-driven insights that help companies enhance corporate character and believe integrity and transparency impact the public trust and the bottom line of any organization.

The FTSE4Good Index Series is designed to measure the performance of companies demonstrating strong Environmental, Social and Governance (ESG) practices. Transparent management and clearly-defined ESG criteria make FTSE4Good indices suitable tools to be used by a wide variety of market participants when creating or assessing responsible investment products. FTSE4Good indices can be used in four main ways:

· Financial products - as tools in the creation of index-tracking investments, financial instruments or fund products focused on responsible investment.

· Research - to identify environmentally and socially responsible companies.

· Reference - as a transparent and evolving global ESG standard against which companies can assess their progress and achievement.

· Benchmarking - as a benchmark index to track the performance of responsible investment portfolios.
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Other Ethical Issues for business

· Profits versus social responsibility

· Welfare of its employees e.g. Reebok improving the terms and conditions for employees.

· Type of goods and raw materials used e.g. Body Shop famously refrained from harmful testing practices.

· Relationship with the local community e.g. Banks providing scholarships to people in disadvantaged areas.

· What is the businesses attitude towards  pollution e.g. Applying lids to chemicals to prevent evaporation

· Does it promote local initiative Schemes e.g. ESB sponsorship of homeless projects.

· Does it trade with  governments engaged in question e.g. CRH has a subsidiary in Israel which supplies raw materials to the notorious “settlement Camps”

Code of Ethics
   

Definition

A written set of guidelines issued by an organisation to its workers and management to help them conduct their actions in accordance with its primary values and ethical standards.

Is a collection of accepted ways of behaviours – a list of policies and principles that influence the actions conduct and behaviours of individuals.

They are often criticised as they are not legally enforceable and are drafted by PR departments.  They often arrive after an embarrassing media story e.g. Wal Marts was published after its links with child labour in Bangladesh.

· The code should be reviewed and updated to suit changes in society.

· It could encourage whistleblowing

· Managers should lead by example.

· Independent auditors should be asked to assess the firm
 Outline how ethical behaviour in business can be encouraged. 

Establishing a code of ethics. A code of ethics is a formal written statement setting out 

the modes of behaviour expected from a business in its dealings with employees, 

customers and the community in which it operates/encourage a culture of openness.

Encouraging ‘whistle blowing’. This involves encouraging staff to report unethical 

behaviour by creating a climate where whistle blowing is rewarded/legislation. 

Modelling ethical behaviour. When senior staff is highly ethical and model ethical 

behaviour it will encourage subordinates to behave in a similar manner. 

Staff Training. A code of ethics should be presented to staff at induction training and 

reminder training should include modules on ethical behaviour. 

 Discipline procedures/rewards should be in place for staff guilty of behaving unethically. 

Social Responsibilities of Business

Social responsibility is a theory that recognises that business has obligations to society and profit maximisation must incorporate the fair treatment of stakeholders.

As businesses exist in Society and are run by people who form part of a social organisation, it has been recognised that being socially responsible is a worthwhile cost for a business.

A business can adopt a passive approach by obeying all regulations or adopt a more proactive approach whereby it takes a deliberate action to do the right thing by suppliers.

A business affects its stakeholders through its actions.
Business has responsibilities to the following:

Investors

· To act in accordance with its Memorandum and Articles of Association

· Provide a fair return on the investment by shareholders

· Avoid excessive payments to senior management

· To present a true and fair view of the financial performance and standing of the 

business and maintain a proper set of accounts.

Example high risk lending at Anglo Irish Bank was not socially responsible to investors.

Employees

· Adhere to Employment Law, Health and Safety Regulations etc.

· Pay a fair wage to all employees

· Provide a safe working environment

· Treat employees with dignity and respect/no discrimination

· Provide equal opportunities for promotion, pay etc. to all employees.
Bank of Ireland measures job satisfaction and connectivity to the job. It also believes     in providing state of the art equipment for employees.

Customers

· Fair and honest advertising of its product

· Abide by health and safety regulations; products must be safe. 

· Goods must be of merchantable quality, match their description, fit for purpose etc. 

· Uphold the right of the customer to complain and to investigate such complaints

· Good after-sales service 

· Charge a fair price..

Jim Langan furniture staff misleading customers over status of the business as it was on the point of liquidation

Society

· To be environmentally conscious; to implement environmentally friendly business practices

· Co-operate with government offices e.g. EPA

· Openness and transparency 

· Recyclable packaging, clean manufacturing, sustainable development

Shell gave €450,000 in sponsorship and donations to Belmullet GAA club in Mayo in 2010

Government

A business should abide by the laws of the state, which are put in place to regulate the economy.

· Labour laws

· Consumer laws

· Taxation laws

· Planning laws

· Competition laws

Banks encouraging tax evasion are not being socially responsible

Environmental issues

Businesses have the potential to influence their natural surroundings.  This includes

· Emissions from factories

· Climate change

· Noise and dust pollution

· Farm effluent

· Water pollution by industry

· Food chain problems

· Rainforests being cut down

There is a switch towards “Environmentally sustainable development” which means meeting the needs and wants of the present generation without wrecking the legacy, which would have been enjoyed by future generations.

Protecting for future generations. 
Environmental risk and credit risk overlap. Bank of Ireland  recognises that companies which fail to comply with environmental law represent an unacceptable credit risk. Consequently, the Bank monitors credit applications to assess any potential adverse environmental impact on a customer's business.
In Ireland projects like wind power and solar power are a step in the right direction.  Multinationals often damage Third World Countries in their quest for raw materials.

Businesses can tackle environmental issues as follows

Raise awareness by including an environmental policy statement in the 

mission statement of the enterprise/regular environmental audits. 
• Educate the enterprise’s employees in environmental awareness, e.g. through 

   awards/responsible management. 
• Environmental Impact Assessment for new developments. 
• Invest in machinery that reduces discharges into the environment.
   Minimise the use of chemical products dispersed into the environment. 
• Reduce pollution air/water by burning less fossil fuels/buy only energy 

    efficient equipment. 
• Control pollution (i.e. air and water) by implementing cleaner policies, e.g. 

   replace cfc’c with cleaner alternatives. 
• Develop environmentally acceptable disposal methods/encourage sorting 

systems for paper, clothing etc. Recycle whenever possible. 
• Encourage transport sharing schemes. 
• Arrange for tree planting schemes on land owned by the business. 
• Product design/waste packaging/raw materials/durable products. 
• Consult with local community groups and environmental bodies to ensure 

consensus/Environmental Consulting Committee. 
• Access raw materials locally/reduced transport costs and emissions. 

Other environmental issues

Water wastage

Food and drink manufacturers make a pledge 

Twenty-one of the UK’s leading food and drink manufacturers have signed an historic agreement to improve their water efficiency and thereby reduce water use. Once rolled out across the sector as a whole, the initiative could save about 140 million litres of water a day, equivalent to 56 Olympic-size swimming pools, with a combined financial saving of around £60 million each year on water bills.

Waste disposal in construction

New regulations coming into force in April 2008 mean that all construction projects in England costing over £300,000 (be it for new build, maintenance, alteration or installation/removal of services such as sewerage, water) will need a Site Waste Management Plan (SWMP).  Although smaller plans will not legally require a SWMP, they could reduce both resource use and cost by having one. 

A SWMP sets out how building materials, and resulting waste, are to be managed during the project. This will ensure that building materials are managed efficiently, waste is disposed of legally, and that material recycling, reuse and recovery is maximised.

Reduction in air transport for transporting goods (Climate Change)

Prompted by consumer concerns and the rising cost of oil, leading international flower importer, World Wide Flowers, is trialling a switch from air to ocean.’We are shipping flowers by sea from Naivasha in Kenya to our packing facility in the UK’, Ian Finlayson explains. ‘The flowers are loaded into refrigerated containers on the farm and not opened again until arrival at the destination. The flowers are effectively put to sleep by a combination of low temperature and special conditions so that they last as long for the customer as they did when flown by air.’

Disposal of electrical goods 

The WEEE Regulations were enforced in January 2007 to reduce the amount of electrical waste going to landfill, and are some of the most universally-relevant of all environmental regulations. They require producers of electrical and electronic equipment to join a Producer Compliance Scheme and to take responsibility for the treatment, collection and recycling of any waste electronic equipment produced by them since August 2005. For business users it means that they may return their end of life electrical and electronic equipment to the producer and may no longer need to pay to send it to landfill. 

REPAK

Is a non-profit company established by industry to co-ordinate and finance the recycling of packaging waste.  However its work is hindered by the lack of a recycling and recovery culture.  It had hoped for a better relationship with the Environmental protection agency and local authorities.  More co-operation is needed.  It tries to educate Irish industry on better waste management.

Characteristics of an environmentally conscious business enterprise.

A major international turning point was the spillage of 11 million gallons of oil into the sea in Alaska caused major damage to the sea, its plant and wildlife.

Several companies have signed a set of principles claiming a very public commitment to environmental excellence.
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The idea is to promote environmentally sustainable development and to minimalise the likelihood of future “Exxon Valdez” incidents.

Consultation/Advice 

Consultation with all the interested parties when developing and implementing policies that affect the environment. Consultation also involves getting the most up- to- date information on environmental issues.

Honesty/Openness 

The company tells the truth and is above board in all matters affecting the environment. Environmentally conscious businesses are not afraid to have their affairs examined, as they generally have nothing to hide. e.g. it does not hide industrial accidents. 

Awareness of environmental issues/Training 

Promotes environmental issues among its employees, customers and business community and spends money on the issues. Regular communication and engagement with staff in increasing awareness and promoting positive behaviours with regard to the environment. 

Example: monitoring energy usage and controlling temperatures/ creating an environmentally aware culture throughout the organisation. 

Scotland - UK retailer Marks & Spencer has signed a 40-year deal with Smartest Energy in Scotland which will lead to the company powering its Scottish stores & offices using renewable energy sources from April 2010. 

Openness to development of new product design/ clean manufacturing processes/ better product end-oflife solutions/recycling 

Designing products that are durable and capable of maximum possible lifespan /helping to reduce energy consumption/waste. 

Using parts that can be recycled/safely disposed/ avoiding environmentally sensitive materials/pollution prevention. Continually reducing products impact on the environment through improved recycling and reuse programmes. 

Example: 

Cadbury Ireland, trialed a 100% sustainable sourced cardboard replacement for its traditional Roses tin. The tin (which was trialed at Tesco at Christmas 2009) is 45% lighter and saves 200 tonnes of steel. 

This initiative was launched in a bid for Cadbury to reach its 24% packaging weight reduction target for seasonal and gift packaging in their ‘Cadbury’s Purple goes Green’ strategy. 

Sensitive to all environmental considerations in its policy making. 

Conducts environmental audits (Environmental Impact Statements) to assess the impact of their business on the environment. 

Compliant with the law 

Conducts business with integrity and complies with the environmental laws and regulations. Seeks advice from EPA to ensure compliance. 

Sustainable Development; 

The needs of future generations should be taken into account when using natural resources. Businesses should adopt an environmentally friendly approach when using natural resources. This is especially important because 

of the potential for climate change. Greater use could be made of wind and sunshine to create energy, and businesses should use this energy more efficiently (e.g. cfc bulbs).

Safe Products and Services 

They will reduce and where possible eliminate the use, manufacture or sale of products and services that cause environmental damage or health or safety hazards. They will inform their customers of the environmental impacts of our products or services and try to correct unsafe use. 

Costs for Business

Loss of Sales to greener competitors

· The younger generation are a more eco-friendly and ethical customer and are attracted to firms who make an effort.

· They may boycott the unethical firm and move to a greener more upright competitor

·  Nike was boycotted by customers due to conditions at their factories in Asia.



Negative publicity

Legislation changes mean that the general public are better informed about contentious issues.  The following issues have generated a negative image.

· The Pacific gas and electric company contaminated the groundwater supply in Hinkley, California with Chromium as featured in the film Erin Brokovich

· Revelations about poor wages in GAP, Nike factories

The BP Gulf of Mexico oil spill of 2010 meant that 205 million gallons of crude oil leaked into the sea.
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Extra costs

Ethically responsible firms incur the extra costs of

· Paying proper wages

· The founders of Ben and Jerrys gave 7.5% of annual pre-tax profits to charity
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· Cleaner  production systems are more expensive in the short term

· Charging fair prices to consumers.

· Extra management time spent on ethical issues

Prison and Fines

· Unethical practices are punishable by prison sentences and fines

· Insider dealings and bad business practice are the most common e.g. abuse of pension funds, false accounting, covering up losses.



· The Environmental Protection Agency (EPA) has legal powers to prosecute even though  it could be argued that the  EPA and local authorities are too lenient on offenders.

· Red Bull drinks company was fined £261,000 for ignoring environmental regulations in Britain.

Opportunities for firms who meet ethical social and environmental responsibilities.

Cost reductions

· Newer, cleaner systems are cheaper in the long run, as they are safer and more efficient and insurance premiums go down.  

· Clean systems improve the firms image and makes it attractive for the “ethical and eco-friendly” consumer.

New Business possibilities

Innovative methods of waste reduction or pro-environmental methods can be sold to other firms on a commercial basis.  This offers a new business opportunity.

e.g. Waste cooking oil can be used as an ingredient in animal feed.
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Green markets

The new market of all those people who are attracted by

· Ozone friendly

· Low fat

· Low cholesterol

· Recyclable packaging

· The use of renewable resources in production

is referred to as the green market.  These consumers are more loyal to products and are willing to pay a premium price for the “green produce”.
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Employees

Firms who are ethical, socially responsible and pro-environment have a better Industrial Relations  climate with motivated employees who work hard.  These firms have low waste high morale and lower labour turnovers.



Access to Capital

Financial institutions are now offering “ethical investment funds” to businesses with good practices.  It accounts for 13% of all investment in the US.  In Britain there is the FTSE 4 good index.  In Ireland interest in such funds has been slow.

It's difficult to get information on which companies behave ethically, but a useful starting point would be the FTSE4Good Index which lists hundreds of companies from around the world which meet three general criteria: a positive contribution to environmental sustainability, positive relationships with stakeholders and respect for human rights. 


CHAPTER 24 – THE TEN TYPES OF BUSINESS ORGANISATIONS


Definition:
This is a person who owns and controls his/her own business e.g. farmers, retailers, hairdressers, plumbers, carpenters



Legalities

· Business names Act 1963

· Health and Safety

· Self employed taxation system

· Register for VAT

	Advantages
	Disadvantages

	Own boss and keeps profits

This acts as a motivational tool
	Unlimited liability

He may lose private wealth

	Makes own decisions

Has full control of business
	Suffers all losses

Bears all the risks solely

	Personality

The personal factor helps to generate repeat sales
	Lack of Capital

May find it difficult to access                  finance  

	Easy to establish

There are no legal complications
	Long hours

Needs to be always available

	Do not publish accounts

This is a confidential type of business.
	Uncertainty

Closes on the death of  the owner

	
	Need skills in several areas

Needs to be multitalented

	
	





Definition:  This is the relation that subsists between persons carrying on a business with a view to making a profit e.g. accountant, solicitor

Legalities

· Business names Act 1963

· The Partnership Act 1890 (This act is followed if no deed of partnership exists)

· Deed of Partnership:

This is a written agreement containing the rules and regulations for the running of a partnership e.g. how profits and losses are to be shared

Opportunities 

Partnerships have access to greater amounts of capital as up to twenty partners can 

bring financial resources to the business. 

Partnerships have access to different skill sets as new partners may bring new skill 

sets and expertise to the business e.g. IT or marketing skills. 

Partnership can lead to more effective decision making as the decision making 

process is shared eliciting different points of view and opinions from a range of 

talented people. 

Ability to achieve economies of scale. 

Financial information can remain confidential. 

Challenges 

Partners in the main have unlimited liability. This means that they are responsible for 

the debts of the business if it goes bankrupt and may have to forfeit their personal 

assets in order to pay business debts 

The partners are jointly and severally liable for the debts of the business which 

means that they have a collective responsibility for each other’s debts and their 

personal assets can be used to clear the debts of their partners. 

Shared decision making could lead to differences of opinion, disagreements, 

arguments between the partners, and lost opportunities. This could at best lead to 

delayed decision making or at worse lead to the dissolution of the partnership. 
The profits of the business have to be shared according to the ratio set out in the deed 

of partnership. 

Not a separate legal entity therefore partners and not the business can be sued in 

law.

If one partner dies or resigns the partnership must be dissolved. 



Characteristics
The shareholders have limited liability, which means that they are only responsible 

for the debts of the company, up to their original investment in it, if it goes bankrupt

A private limited company is incorporated which means it has a separate legal existence from its owners and can sue and be sued in its own right.

Following the enactment of the Investment Funds and Miscellaneous Provisions Acts 

2006, private companies are now entitled to have from 1 to 99 shareholders.

Private limited companies have continuity of existence which means that the company 

does not end in the event of changes such as the death of a shareholder/ director. 

Shareholders have one vote per share at the AGM.

	Procedures involved, including documentation to establish a Private Limited company:

	A company is a group of people who have come together for some common purpose

	It is formed under the Companies Act 1963-1990

	The rules, regulations and procedures for establishing a private limited company are set out in the Companies Acts 1963-1999. 

	Certain legal documents must be prepared in conjunction with a solicitor. 

	These include: 

	-The Memorandum of Association. This document sets out the relationship between the company and the general public.

	It includes the name of the company with ‘Ltd’ after it, indicating limited liability and the 

	objectives of the company. It includes the signatures of the people who formed the company and the authorised share capital clause. 

	

	-The Articles of Association. This document sets out the internal rules and regulations of the company. It describes the voting procedures for meetings. It sets down the quorum necessary for a valid meeting. It sets down the mechanisms for electing and replacing directors and auditors and their duties and powers. 

	

	- Form A1. This would include for example company name, registered address, details of 

	secretary and directors, statutory declaration that the company will comply with Irish 

	company law. It states the company’s authorised and issued share capital. 

	

	-The documents are then sent to the Registrar of Companies who scrutinises them. If he is satisfied that all is in order he will issue the company with a ‘certificate of incorporation’ which in effect is the business birth certificate or licence to begin trading as a private limited company. 

	The business is now incorporated and a separate legal identity in the eyes of the law, meaning that it can sue or be sued in its own name.

	


Legal documents needed to form a private limited company

Memorandum of Association

This document governs a company’s relationship with the general public

1  It contains the full NAME of the Company.

2 Objectives : these are  the principal activities of  the company and what it is legally registered to do 

3 A Statement that the company members have  limited liability 

4 Share capital: 
amount and division of the shares.

5 Signature of the shareholders / directors

6 Location of the company office 

Articles of Association

· These are the internal rules and regulations of the company

· Table A: Part 1 is for public companies and Part 2 = private companies is a standard set of rules available as a template for new companies to use.

· The breakdown of the Share capital
· Details of voting rights attached to each share

· Details of Directors:  powers, duties, rotation rules etc.

· Details of the  Meetings and the procedures for calling meetings

· Policy on Dividends allocation and reserves

· The procedure for winding up (closing down) the company.

Outline the reasons why a business might change its organisational structure from a Sole Trader to a Private Limited Company. 

Changing circumstances 

A sole trader might change its ownership structure to a private limited company over time to adapt to changing circumstances and market demands. Choosing a private limited company as its ownership structure can facilitate the plans that the owner may have for the organisation far into the future and the vision of where the 

organisation wants to be.

Size/Expansion/Economies of Scale 

The business enterprise might wish to grow. With size comes the burden of extra specialisation where one individual cannot do all things and more people and expertise are needed, e.g. specialists in finance, marketing, production. 

Limited Liability 

The desire for the protection of limited liability is another reason for changing structure. A business person wishes to protect family members from business risks and ensure a secure future for them. Personal assets must be protected to do this. Reduced risk of personal loss. Private limited companies can now be set up with 

only one shareholder. 

Capital 

If more capital is needed for the development of the business, then a move from being a sole trader to a private limited company might be necessary. It is possible to raise the necessary capital through the issue of shares to 

other shareholders up to the amount of authorised capital stated in the Memorandum of Association. 

Finance/Borrowing 

May be easier to raise finance from financial institutions. Companies may be given higher credit ratings by suppliers of finance. 

Growth 

The expansion of the business may be better served by forming a private limited company. Mergers and acquisitions/take-overs are possible for companies. 

Continuity of existence 

It is easier to pass a company on from one generation to another or from one set of owners/shareholders to another. 
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· This type of company is used in circumstances where it intends to seek a listing on the Stock Exchange or where a major Business Expansion Scheme is being formulated; Unlike Private Limited Companies, there is no restriction on the number of shareholders.

· Public Companies are required to have a minimum issued capital of €38,092.14 of which €9,523.03 (25%) must be paid up. This is paid up when a trading certificate is applied for and under the Companies (Amendment) Act, 1983 the company cannot start trading or exercise any borrowing powers until this has been done.

· It is quoted on the Stock Exchange and shares are freely transferable among members of the public.

[image: image57.jpg]>, <

Irish Stock Exchange




· A minimum of 7 shareholders and has no specific maximum

· Its shares are transferable between investors.

· It prepares a prospectus inviting members of the public to subscribe for shares

· It must meet strict stock Exchange standards on profit levels

· It is then issued with a trading certificate
· All accounts must be published and audited and made available to the general public

· It invites the public to subscribe for shares

· It has the abbreviation plc after its name e.g. Bank of Ireland plc

· It can obtain finance by issuing shares to the general public.  These are called equity or ordinary shares.

Advantages of a limited liability company

1. Shareholders have limited liability protection
They only lose what they invested and personal assets are protected.

2. It is easier for expansion 

Better access to finance in the future and investors have more confidence in this entity  

3. It has continuity of existence 

It is unlikely that after the death of a shareholder that the company would close

4. Companies generally have a higher credit rating
It is easier to access debt from financial institutions.

5. Companies have corporate status 

They can sue and be sued in their own name       

Disadvantages of a limited liability company

1. They are expensive to set up 

The legal fees alone are €500.

2. Profits are shared: 

The dividends are shared among a large number of investors

3. Control and ownership are often  far apart
Shareholders with a small stake have little say in the running of the company and are often looked upon as people to be accommodated on Annual General Meeting day.

4. Companies are subject to strict Companies Act  regulations.(1990 Act)

Companies must publish their accounts by law and also incur substantial accounting fees in doing so.


Strategic alliances are used by many companies to expand. They may take the form of joint ventures where two companies come together for a particular purpose. This is not a merger. The two companies remain separate entities. Examples of alliances are Ryanair and Hertz

A business alliance is an agreement between two or more businesses to pool resources and/or expertise to work together over a specified period of time or to complete a specified project, while all parties maintain their separate identities. 

The partners benefit from the sharing of: 

complementary expertise/skills 

business networks 

increased resources etc.

Example: The TCD / UCD Innovation Alliance is a partnership which will work with the education sector, the State and its agencies and the business and venture capital communities to develop a world-class ecosystem for innovation that will drive enterprise development and the creation of sustainable high value jobs. 

The advantages of an alliance as a form of business expansion:
· Cost effective method of expansion – resources are shared and associated costs    divided between partners. 

· Reduces risks associated with expansion for each partner as risks are shared 

· Resources/expertise can be ‘recruited’ through alliance – lack of resources or expertise does not need to be an obstacle to expansion 

· Provides access to an extended business network and market etc. 

· Example: Oneworld Airlines Alliance




A franchise is an agreement that permits the individual accepting the agreement (the franchisee) to use the established name, logo, methods of operation, marketing strategy and product of the existing business by agreement with the owner (the franchiser). The Musgrave SuperValu Centra franchisee pays no franchise fees whatsoever, but agrees to a buying loyalty agreement and contributing to the marketing of the SuperValu and Centra Brands. There are both advantages and risks for the franchisee and the franchiser. 
Advantages and Risks of Franchising

	ADVANTAGES

	· There are economies of scale in areas such as centralised purchasing of stock, national advertising and promotions. These are cost savings
	· The franchiser can expand at relatively low cost and risk as most of the start-up finance is provided by the franchisee.

	· There is instant recognition of the business name, so it is easier to attract customers.
	· The franchisor however, provides assistance with business plans, financial planning, store location and planning permission, equipment leasing and provides a wide range of support services often at no cost to the franchise retailer.

	· The business formula is tried and tested so there is less risk of the business failing.
	· 

	· The franchisee has a guarantee that there will be no competition using the same name in a specified area.
	

	· The management team receives valuable professional training and advice from the franchiser.
	· The franchiser is not involved in the day-to-day management of the business and hence is free to concentrate on further expansion and development of the business.

	· Often franchisees are encouraged to add their own personal touch to the business.
	

	· Each franchisee must achieve the same standards as all other outlets. This puts pressure on the franchisee and staff to reach very high standards .
	


	RISKS

	· The cost of setting up can be high.
	· The franchiser receives lower profits than what could be earned if they owned and managed the outlets themselves.

	· If a franchisee proves unsuitable then the reputation of the whole franchise is put at risk by staff problems, poor quality standards, etc.
	· There is a loss of control over the day-to-day running of the franchise outlets.
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Has its controlling office in one country and several branches in many others.  They move world-wide because of 
i. Cheap labour

ii. Cheap raw materials

iii. Logistical reasons

Products are sometimes modified to suit different laws, tastes or for climatic reasons.  Information Technology has speeded up their development – internet, intranet, conference calls.

The 6 largest TNCs control 70% of world trade.  The Top 6 are:
	· General Electric
	· Nippon Telegraph and Telephone

	· Coca Cola
	· Microsoft

	· Shell
	· Esso


IDA Ireland has been instrumental in attracting TNCs to Ireland. e.g Intel, Hewlett Packard, Dell

[image: image61.png]IRELAND




	Advantages of TNCs
	Disadvantages of TNCs

	Creation of jobs

250,000 direct jobs are created in Ireland by TNCs
	No loyalty

They move to more suitable locations e.g. China

	Boosts exports
This injects wealth into our economy and 96% of TNC production is exported
	Repatriation of profits
Profits are sent back to parent country

	Spin off effect

Other business benefits from the knock on effect as €19 Bn is spent on raw materials and services
	Decisions based on US Economy

Global decisions not right for the        Irish situation

	Corporation Tax

They contribute to our exchequer to the tune of €3bn
	Influence governments
They put pressure on government and locals lose out


The main reasons why TNC’s locate here are

(i) Tax concessions

Ireland has offered a 10% Corporation tax on company profits for several years.  The UK is charging 30% .The EU standard rate is now 12.5%.

(ii) Access to the European Union

Non-EU Transnational companies choose Ireland as a location to give them access to a single European market. There are 1300 Transnationals in Ireland.

(iii) Well educated work-force

The Irish labour force has the necessary hi-tech skills to give us a competitive advantage in chemicals, medicines and computer software etc. Ireland has been ranked 4th in a world survey on meeting the needs of a competitive economy through education.

(iv) English speaking nation.

Ireland is the only English speaking nation in the “Eurozone” which reduces costs for Transnational companies as English is the worlds number one Business language. Ireland is also considered to be a pro-business environment.

(v) Grants and financial investment

The Irish government has offered lucrative grants and now also takes an ownership stake.  The IDA Ireland is the agency, which offers the financial incentives. There are grants available for foreign firms that locate their Research &Development facilities in Ireland.
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A co-operative is a business that operates for the benefit of its user members. Co-operatives are based on the values of fairness, equity, democracy and mutual support. They offer an alternative to the traditional business model and are owned and controlled democratically by their members. By pooling their resources together, members are able to increase their purchasing power, boost their marketing efforts and reduce the risks that can often be associated with new businesses. 

Co-operatives operate in a variety of fields including agriculture, credit, housing, utilities, consumer/retail, insurance and health. In Ireland, they have been particularly successful in the agricultural sector, with major involvement in dairy processing, farm supplies, livestock and other services. 

In general, co-operatives in Ireland are taxed in the same way as other corporate businesses, although there are some minor differences in some areas.

Co-op Principles

· Voluntary and Open Membership: Co-operatives are voluntary organisations, open to all persons able to use their services and willing to accepts the responsibilities of membership, without gender, social, racial, political or religious discrimination. 

· Democratic Member Control: Co-operatives are democratic organisations controlled by their members, who actively participate in setting their policies and making decisions. Men and women serving as elected representatives are accountable to the membership. In primary co-operatives, members have equal voting rights (one member, one vote), and co-operatives at other levels are also organised in a democratic manner. 

· Member Economic Participation: Members contribute equitably to an democratically control the capital of their co-operative. At least part of that capital is usually the common property of the co-operative. Members usually receive limited compensation, if any, on capital subscribed as a condition of membership.                                                         Autonomy and Independence: Co-operatives are autonomous, self help organisations controlled by their members. If they enter into agreements with other organisations, including governments, or raise capital from external sources, they do so on terms that ensure democratic control by their members and maintain the co-operative identity. 

· Education, Training and Information: Co-operatives provide education and training for their members, elected representatives, managers and employees so that they can contribute effectively to the development of their co-operatives. They inform the general public- particularly young people and opinion leaders- about the nature and benefits of co-operation. 

· Co-operation Among Co-operatives: Co-operatives serve their members most effectively and strengthen the co-operative movement by working together through local, national, regional and international structures. 

Concern for Community: Co-operatives work for the sustainable development of their communities through policies approved by their members.
Rules of formation

· Min of 7 members

· Min of 1 Euro share each

· Register with Registrar of friendly societies

· Annual returns to Registrar

Types of Co-ops

Producer Co-ops

A group of producers join together to produce their products and ensure that the goods get to the market as efficiently as possible e.g. Kerry Co-op, NCF Co-op

Worker Co-ops

Groups of workers set up a business and run it together e.g. Taxi drivers

The benefits include advertising and standardised pricing

Consumer Co-ops (Common in Britain)

Groups of consumers join together and buy directly from manufacturers and then sell in their own retail outlets.

Credit Unions

People with a common bond e.g. neighbours provide financial services to each other.  Money is saved and borrowed through the Credit Union.

Members receive dividends and interest is now subject to DIRT

	Advantages of Co-ops
	Disadvantages

	Democratic  Co-operatives have a democratic structure, where each member has one vote, “one member one vote”, with majority decision making and an elected management committee accountable to its members. This management committee run the business and make the important decisions. Members have an equal say in the running of the co-op regardless of their shares
	Short of Capital

Co-operatives in Ireland may find it difficult to access funding. This is because there is only a limited amount of finance that can be raised from its members. The amount the member subscribes depends on the type of co-operative)

	Limited Liability Just like private limited companies the members of co-ops have the protection of limited liability. This means their liability is limited to the amount invested in the co-op.
	Share Profits

	Supported by members
	Disagreements

	Accounts published
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· These are set up in Ireland by Irish people 

· They are wholly owned and native

· Enterprise Ireland is the SSB responsible for these firms
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Enterprise Ireland provides:

· Employment grants

· Organises Trade missions to seek out export markets.

· Provides relevant statistics to native firms.

· Promotes Enterprise in education

· Provides start up advice to new business

· Provides start up finance for new indigenous firms.

Its aim is to create an enterprise culture of our own and lessen our dependence on multinationals.  Examples include the Kerry Group, AIB, CRH

Indigenous firms are set up in Ireland by Irish people. They are home-based and home-owned they are not multinational companies. They are promoted by the state-sponsored body Enterprise Ireland. E.g.  Qualceram ceramics.
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The advantages are:

These firms are loyal to the Irish economy.

Unlike multinational companies, these firms tend to stay in Ireland during harsh economic times. They do not look for cheaper labour abroad and have a social responsibility to the Irish people. These firms have a direct interest in the well being of the Irish economy. 

These firms promote an enterprise culture.

Indigenous firms foster the spirit of enterprise in Ireland. They encourage people to take the initiative and this reduces our dependence on foreign companies. Small Irish businesses are given every opportunity to supply larger Irish owned firms. 

These firms create employment.

Irish firms create direct jobs at home and contribute greatly to wealth production in the Irish economy e.g. Allied Irish Banks plc employs 9,000 people in the Republic of Ireland. These wages are spent in the economy creating a knock on or multiplier effect, which indirectly creates jobs. 

Profits are kept at home.

Unlike multinational companies, who tend to repatriate their profits (i.e. send them home) the wealth generated by indigenous firms tends to stay in the Irish economy. 

The activities of indigenous firms boost economic growth in Ireland.  

Drawbacks 
Competition

These firms are often small and medium business enterprises and cannot cope with the full rigours of competition from larger global enterprises.
Small in size

These firms are unable to benefit from the cost savings associated with larger firms. The forces that drive down costs do not apply 
Must seek overseas markets
Indigenous firms must look overseas to expand end there are associated costs and other problems involved in foreign trade.
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Public Enterprise

The main objective is to provide essential services e.g. free travel for OAPs, profit is not as relevant

Private Enterprise

These are not in state hands and the main objective is profit

Semi-State Body

This is an inaccurate description as these bodies are wholly owned by the state e.g. CIE

State Sponsored Body

These firms cover the governments direct interest in commerce, these are independent public bodies outside the control of the civil service and are partly or wholly financed by the state.
The reasons for State Involvement in Commerce

1 To provide essential services to the general public whether they can afford it or not e.g. bus transport to unviable routes 

2 To help to develop a country’s infrastructure e.g. ESB set up in 1927

3 To help to develop a country’s natural resources e.g. Bord na Mona set up 1946, Coillte 1988

4 To help to develop human skills e.g. FAS

5 Often only the state can afford the capital investment associated with certain enterprises e.g  CIE is in government ownership since 1950.             
Criticisms of State Involvement

1. There is no profit objective .It does not have to make a profit to survive; losses are covered by the government (i.e. the taxpayer)

2. Inefficiency results in higher costs e.g. Bus Eireann: higher costs for consumers

3. Losses are funded by the taxpayer and this has adverse effects on the economy

4. The SSBs often have conflicting objectives and this leads to management confusion

5. SSBs are often highly geared (large amounts of debt or borrowing)and this reduces profit potential.

6. Appointments to the boards are often political appointments and not  based on merit.
CHANGING TRENDS IN OWNERSHIP

Privatisation

Privatisation is the selling off of state owned enterprises to the private sector. 

The arguments in favour of privatisation of commercial state enterprises 

Government Revenue: Selling of a state enterprise provides the government with a large sum of money e.g. Aer Lingus. 

Reduced Expenditure: The sale of a loss making enterprise means it will no longer have to be subsidised on a yearly basis by the government/less borrowing required by government/money available for other services. 

Efficiency: State owned enterprises are often perceived as being inefficient because they can rely on government funding and have little competition. Private firms are driven by a profit motive and should therefore be more efficiently run.

Access to Finance: Privatised firms are able to take out loans and shares and generally have greater access to sources of finance than state enterprise. This makes it easier to fund expansion.

Industrial Relations: With greater job security employees in state enterprises are more likely to take part in industrial action in pursuit of pay claims, better working conditions etc. than those in the private sector. 

Competition: The elimination of a state monopoly can lead to open market competition and can lead to greater choice and lower prices for consumers e.g. Eircom. 

The arguments against privatisation of commercial state enterprises 

Loss of state assets: The state protects industries of strategic interest to the country e.g. transport network, the country’s energy supplies for industry and domestic purposes, water supply, communications systems, the economic infrastructure of the country etc 

Increased Unemployment: There may be a loss of jobs through rationalisation of services, leading to higher social welfare spending. 

Social Commitments: Non-profit making essential services may be discontinued by the private business in an effort to reduce costs e.g. the postal and telecommunications service, electricity, gas and water services to remote areas, etc. 
Loss of Control /Costs to state: The shares of privatised firms may end up with foreign investors/There may be high costs involved in preparing a company for privatisation. 
Profit Motive/increased prices: Privatised companies must maximise returns to the shareholders and this could result in increased prices for consumers
Co_ops to PLCs

Traditional farming co-ops like Kerry, Avonmore and Waterford have all seen the benefits of plc status.

A Co-op exists within a plc

The growth in franchises

People are opting for the benefits of a tried and tested product

The lower risk involved is a major factor in this trend.

The growth of MNCs in Ireland

We rely on American companies for 150,000 jobs.  (SEE earlier)

The growth of Irish indigenous firms.

Firms such as Smurfit, AIB and Kerry Group have considerable overseas interests and are well prepared for the opportunities presented by an enlarged EU and a single currency.

IMPORTANT FACTORS WHY FIRMS ARE CHANGING STRUCTURE OVER TIME

Size

As a business expands it might decide on a structure more appropriate for a larger firm. A sole trader set up only suits a small operation but a private limited company is more appropriate for a larger firm.
Limited Liability

This concept means that the owner will only a maximum of what he has invested in the event of the business going bankrupt. This means that private assets such as the family home are protected. The sole trader might wish to convert to private company status for this reason.

Finance

All firms need access to sources of finance at all stages of development. A successful private company may wish to convert to public limited company status as it can then issue shares to the public. This finance can be used to help the company to grow.

Marketing 

Larger business can centrally advertise and this boosts sales and profits.


Franchises can run a national campaign.

1	SOLE TRADER





2	PARTNERSHIP (2-20)





3	PRIVATE LIMITED COMPANY





4	PUBLIC LIMITED COMPANY





5	ALLIANCE





6	FRANCHISING





7	TRANSNATIONALS





8	CO-OPERATIVES





9	INDIGENOUS FIRMS





10	STATE SPONSORED BODIES





Explain the ways in which the Government affects the labour force?





Impact of Business on the Economy





Impact of economic variables on business
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Area Partnership Companies





City County Enterprise Boards








Importance of local community schemes





Primary Industry





Secondary Industries





The Services Sector
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