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CHAPTER 1 – PEOPLE IN BUSINESS 

QUESTION 1 ON EXAM PAPER 

All the various parties affected by the business and its actions are referred to as 

stakeholders. 

The business world is dynamic or everchanging and therefore stakeholder relationships change 

over time. 

Consumer 

• This person uses goods for private purposes.

• This person aims to satisfy their needs and wants within a budget.

• This person is not a trader and seeks personal satisfaction.

• This person seeks value and often researches before making a purchase.

• Consumers expect an after sales service.

Entrepreneur 

• This person is the promoter of the business who combines the factors of

production into a business unit.

• He takes moderate risks and takes the initiative after spotting a gap in the market

and encounters success or failure. (See enterprise chapter)

• He is the ideas person.

Investor 

● Supplies the finance for the project after examining the business plan.

● Expects an adequate return; shareholders are investors, and their return is called a

dividend

● Money on deposit in a bank is the least risky but provides the smallest return.

● Shareholders are the investors of a company.

ALWAYS
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Producer (Supplier) 

● Combines resources and transforms raw materials into finished products for 

consumers. 

● Provide raw materials for producers and provide finished goods for consumers. e.g. a 

farmer supplies potato to the consumer and to the frozen food factory 

● The main objective is profit. 

● Producers compete for market share. 

● They supply the general public and other business. 

● Producers must focus on quality at all times. 

● Curley foods supply fruit vegetables and soup to Supermacs 

● Producers like to get paid within 30 days. 

 

SEE CATEGORIES OF INDUSTRY FOR SERVICES SECTOR 

 

Service Traders / Providers 

● These firms provide essential services which facilitate the business system e.g. 

Accountants, lawyers, internet services, transport, financial services. 

● They do not manufacture or construct anything. 

● They provide backup and consultancy for business. 

 

Employers 

● These people hire employees to produce goods and services in return for a 

wage/salary. 

● They organise all aspects of the business and hire specific people for specific tasks. 

● They wish to make a profit. 

● They try to run an efficient business and to maintain jobs. 

● Supermacs employ 1500 people. 

 

Employees 

● They provide labour to the employer in return for a wage / salary. 

● They are affected by union membership, tax rates, PRSI, universal social charge, 

Health and Safety and the state of the economy. 

● Job security is their major priority, and they look for a higher standard of living. 

● In 2017 Ryanair agreed to recognize Trade unions for the first time in 32 years 
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Interest Groups 

● An interest group is a representative organization outside of the political system, 

which puts pressure on other bodies to achieve an aim. 

● This pressure can take the form of demonstrations, bad publicity, letters, petitions, 

strikes etc. 

● They attempt to influence policy decisions, which affect their members and are also 

called pressure groups. 

 

Example 

 

The Consumer Association of Irelandconstantly put pressure on the Irish government to change 

the rules to protect consumers e.g. A code of conduct for dealing with mortgage arrears. 

GIFT VOUCHERS THE GIFT THAT KEEPS ON TAKING AWAY -CAI 

 

Interest Groups can be for consumers only or may take the form of a trade association, which 

represents a specific trade e.g. the licensed vintners association lobbied on behalf of the pub 

trade against the smoking ban. 

 

The Irish Road Haulage Association represents the interest of the licensed transport industry at 

home and abroad. 

 

Lobbying is the deliberate effort to influence the decision-making process by promoting a 

particular point of view with government or MEPs or with other organizations. Interest groups 

may or may not succeed in achieving their desired objectives. 

 

The Irish Farmers Association (IFA) 

 

• Actively represents and serves over 965 branches and 90,000 members.  

• The IFA engaged in intense lobbying in Brussels to obtain greater flexibility on milk 

quotas in advance of their 2015 abolition.  

• The IFA lobbies national governments to initiate pro farming policies that would 

improve and consolidate farm incomes (loss leader sale of vegetables in the large 

multiples at Christmas time) etc. 
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• EVERYBODY IS GETTING MORE OUT OF FARMING THAN THE FARMERS - IFA 

 

Irish Business and Employers Confederation (IBEC) 

• Represents employers on industrial relations matters.  

• Negotiates with government and ICTU on wage agreements. 

• Advises members on the effects of new EU legislation etc. 

 

Other business associations include 

 

Irish Management Institute 

 

● A member organisation providing a forum for practising managers to exchange 

leading edge experience. 

● Provides courses on key management areas. 

● Carries out salary surveys. 

● Provides an information centre for small businesses. 

 

Chambers of commerce 

● Ireland’s largest business network 

● Companies are drawn from all sectors of the economy. 

● Each chamber (55 in all) promotes local economic development. 

● It provides market led services that helps exporters in a community. 

 

 

Government and Society 

● This is also an important stakeholder. 

● We will deal with issues such as pollution, exploitation, corruption, and whistle-blowers in 

Unit 6. 

● The government affects a business by tax laws, planning laws, consumer laws and 

employment laws. 

 

That concludes the introduction to people in business, however taking it a step further we 

must understand the various relationships. 

VERY IMPORTANT DEFINITIONS (NEXT TWO) 
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A cooperative relationship exists where joint action or effort is required to enable people to 

work and operate together so that all parties will benefit. (MUTUAL) 

This is a winner winner relationship. 

E.g. two carrot producers lobbying for flood assistance from the government.

A competitive relationship exists when people inside and outside the business have common areas 

of competition and are competing against each other e.g. Coca Cola v Pepsi. 

• They compete on a basis of price quality and labour,

• This is a winner loser relationship.

• One party benefits at the expense of the other

• Do not confuse competition with conflict.

PRODUCERS HAVING COMPETITIVE RELATIONSHIPS IS USEFUL FOR THE EXAM 

A relationship can be competitive and cooperative in an everchanging business world. 

See Business the higher option for sample questions and answers. 
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CHAPTER 2 – CONFLICT IN THE MARKETPLACE 

 

Introduction to consumer law  

A contract is a formal agreement between two or more people that is enforceable by law. When 

you buy goods or services you enter into a contract with the seller. Certain elements must be 

present for a contract to be legally binding. Contracts are made up of terms; some of which can be 

implied terms.  

Contracts may be written or oral. It is easier to know what the terms are in a written contract but an  

oral contract is also enforceable in law. Terms in consumer contracts must always be fair and clear 

to the consumer.   

Consumers are entitled to have their rights and interests protected by law. Irish consumer 

protection law, which is based on Irish and European legislation, is a distinct area of law that 

addresses the general protection and promotion of consumer rights and interests.  

 

There are several instances of conflict in a marketplace. Over time the law of contract was 

established to lay down a set of rules for all parties to a business transaction. 

 

A contract is a legally binding agreement between two or more parties and if necessary, the parties 

may resort to the courts to decide. 

 

Essential elements of a valid contract 

Agreement = Offer + Acceptance 

An Offer is a proposal to give or to do something and when accepted there is said to be agreement. 

e.g. A bid on a house at an auction. 

It must be clear and may be implied by conduct e.g. taking goods to the checkout.  

 

Acceptance is a positive unqualified assent to all terms of the offer e.g. The vendor is happy to sell 

the house. 

Exception: 

Goods on display are merely an invitation to the buyer to make an offer to buy but are not 

necessarily an offer to sell. This concept is called  “Invitation to treat”. 

E.g. flick knives case 
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A shop displayed flick knives in their window at a time when it was illegal to sell them. A 

government official took a photo of the displayed knives without actually buying them. The case 

against the shop was thrown out. 

Intention – the persons must want to create legal relations: 

In a social and family situation there is no legal intent but in a commercial situation there is legal 

intent e.g. meeting a family member for dinner as opposed to meeting an auctioneer to complete 

the contracts for a house sale. 

Consideration - Each party in a contract must give something of value (BENEFIT) to the other 

party. Something of value must be exchanged. So long as consideration exists, a court of law will 

not question its adequacy, provided it is of some value. 

Example: If you pay €500 to go on holidays to Spain this is the consideration as is the 

packaged holiday. 

Capacity to contract 

The power of a natural person to enter into a contract. 

The person is legally able to enter into a contract. 

The following parties do not have capacity to contract: 

● Minors – people U18 except for necessities e.g. food etc. 

● Persons under the influence of alcohol or illegal drugs. 

● Persons of unsound mind. 

● Diplomats must give up their immunity. 

● Companies acting ultra vires or beyond their control. 

Real consent 

A person must enter into a contract of their own free will. There should be no use of force, lies or 

misrepresentation e.g. a groom only married his pregnant bride after he was threatened by her 

angry father. One month later the marriage contract was cancelled. 

Legality of Purpose 

A contract should not be for a purpose which offends the common good or the law of the land e.g. 

– illegal drugs / tax evasion / illegal weapons. 

Legality of form 

Contracts must be of the correct legal format e.g. Hire Purchase agreements should be in writing.  

All insurance details are written in a contract called a policy. 
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TERMS AND CONDITIONS 

● Express terms are stated clearly orally or in writing.   

● Implied terms are recognized by a reasonable person as being automatically in the 

contract. 

Example: A person paying for the use of a harbour to dock a ship would expect the harbour to 

be safe. 

Condition: This is a fundamental part of a contract, if broken, the contract is deemed to be null and 

void. It is a term that goes to the heart of a contract. 

Warranty: This is a less important part of a contract and if broken, the contract may not be ended 

but the injured party may sue for damages. 

 

Example: An opera singer who fails to turn up for the show itself is in breach of a condition 

whereas not attending rehearsals is only in breach of warranty 

DISTINGUISH BETWEEN A CONDITION AND A WARRANTY HAS NEVER BEEN ASKED 

ENDING THE CONTRACT 

 

A contract is ended when all the responsibilities and obligations that arose under the contract are 

no longer required. All rights that may have existed under the contract can no longer be exercised 

or claimed: they are extinguished. 

 

A contract may be ended as follows: 

Performance 

This is the most usual method and there must be complete and exact performance (as in both 

parties must have fulfilled their duties). 

Example:   A professional footballer signs a contract with a club for 3 years and trains with 

and plays for the club for that time duration. 

Agreement 

Both parties agree to end the contract early and are then free from any legal obligations to each 

other. 
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Example:  A professional footballer is not scoring enough goals and is under pressure from 

the fans. He agrees with the club’s decision to release him from his contract. 

 

Liverpool boss Rafael Benitez leaves by mutual consent 

Breach 

A condition has been broken by one of the parties. 

Example:  A professional football player tests positive for recreational drugs 

 

Frustration 

Due to some unforeseen circumstances it has been deemed impossible to complete the 

contract. 

Example:  Michael Jacksons London concerts cancelled due to his death 

 

The remedies for breach of contract are: 

Damages 

Monetary compensation is awarded to the injured party. A court decides on an adequate figure. 

Example: The singer Robbie Williams sacked his manager and a judge awarded 1.7m sterling 

damages to the manager, who had honoured the terms of the contract 

Specific performance 

A judge orders that certain duties are carried out. It is a suitable means if damages are not 

appropriate. 

Example: A building contractor and a client disagreed over the quality of workmanship on a 

partially completed house. A judge ruled that the building contractor should upgrade the work 

and complete the house. 

Rescind the contract. 

A judge attempts to place both parties back in the same position as they were before the 

contract began.  The purpose is to release the parties from the contract. 
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Example: For example, assume you agreed to sell, and the buyer agreed to buy three acres 

of land that you thought you owned. Later, it turns out that you did not have title to the property. 

Rescinding the contract would be the proper remedy. 
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Sale of goods and Supply of Services Act 1980 

 

Statutory Rights 

 

Seller must have right to sell. 

It is assumed that the seller owns the goods and has the right to sell. 

 

It states that goods must be of merchantable quality. 

The consumer is entitled to goods which are of merchantable quality – they should be of reasonable 

standard/quality considering what they are supposed to do, their durability and the price paid. A 

€50 pen versus a €1 pen. If the good is not of merchantable quality, the consumer could seek a 

refund, replacement, or repair depending on the type of fault and the time frame. 

 

It states that goods must be fit for the purpose required. This means that if the consumer relies on 

the retailer/assistant for help or expertise on choosing the correct product the advice should be 

correct e.g. choosing paint for the interior versus for the exterior. 

 

The act states that goods must be as described. The consumer is protected as goods sold under 

description must be exactly as described e.g. a 100% pure silk shirt must not be partly polyester. 

 

Goods sold by sample then goods must match the sample. 

Goods sold by sample and description must correspond to the sample and description. 

 

It is the retailer and not the manufacturer who is responsible for defective goods. 

This means that the retailer must sort out the consumer problem as the contract was 

between the consumer and the retailer and not with the manufacturer. 
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Certain shop notices are illegal. 

 Consumers’ rights under the act cannot be taken away or limited by signs such as ‘Credit Notes 

Only’, ‘No Cash Refunds’, ‘No exchange’ etc. These signs are illegal and do not affect your 

statutory consumer rights. A credit note is not a refund as it restricts you to shopping in that shop. 

It is an offence for the retailer to display signs that give the consumer the impression that they 

have no legal rights. 

 

Guarantee 

Guarantees are seen as additional protection given to the consum er and they cannot limit the 

consumer’s rights under consumer law. The guarantee must clearly show what goods are 

covered, the time frame involved and the procedure for making claims. The consumer can choose 

to have the goods fixed by the manufacturer or they can insist that the retailer deals with the 

complaint. The contract is between the seller and the buyer. 

 

It makes specific provisions for services. 

The consumer is protected as the service provider should 

(i) have the skill. (Education/Training) 

(ii) use it with due care. (Make full effort and be diligent) 

(iii) use materials, which are of merchantable quality. (Price/Durability) 

 

Unsolicited Goods INERTIA SELLING 

These are goods that are sent to someone without having received an order. The consumer has the 

right to keep the goods without payment after thirty days if the consumer has sent written notice to 

the sender and informed him where they can be collected. S/he has the right to keep the goods 

after six months if the sender has not collected them and the consumer has not prevented the firm 

from collecting them. 

 

  



BUSINESS 

 

Philip Curry – LC Business 2021 Page 15 
 

3 scenarios may emerge under the act. 

If a problem arises and you act promptly and have proof of purchase: 

You are entitled to a FULL CASH REFUND 

If there is a delay or the goods have been used, then. 

You are entitled to a PART REFUND (repair or credit note) 

If goods have been abused or the fault was pointed out at the time of purchase, or you 

simply have changed your mind. 

You are entitled to NOTHING. 

 

Consumer Protection Act 2007 

The Consumer Protection Act 2007 provides protection to the consumer through a variety of  

measures. The Act protects consumers from misleading, aggressive, or prohibited practices. 

. A misleading practice involves providing false, misleading and deceptive information. Misleading  

practices are banned if they would be likely to impair the average consumer's ability to make an  

informed choice in relation to a product and would cause the average consumer to decide  

about a transaction that they would not otherwise make.   

Under the Act it is a criminal offence for any retailer to make a false or misleading claim about 

goods, services, and prices. It is also an offence to sell goods which bear a false or misleading 

description.  

Misleading advertising, misleading information, and withholding material information are 

considered misleading practices.  

The Act provides that prices of certain products must be displayed inclusive of charges, fees, and 

taxes. AIRLINES 

The Act prohibits traders from engaging in aggressive practices such as harassment, coercion, or  

exercising undue influence. Examples of harassment are pressurising, intimidating, and taking  

advantage of vulnerable consumers.  

The Act is enforced through the Competition and Consumer Protection Commission (CCPC). The  

Central Bank of Ireland has a role in enforcing the provisions of the Consumer Protection Act 2007 in  

the financial services area.   

3.  Competition and Consumer Protection Act 2014   

The Competition and Consumer Protection Act 2014 provided for the establishment of the  

Competition and Consumer Protection Commission. This agency replaced, and took over the 

functions of, the National Consumer Agency and the Competition Authority. It has a general 
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function of promoting consumer welfare and is responsible for investigating, enforcing, and 

encouraging compliance with consumer law.  

The CCPC has a dual competition and consumer protection mandate. For the purposes of Leaving  

Certificate Business, its functions only in relation to consumer protection are relevant. The statutory  

functions of the CCPC in relation to consumer law include:  

 

▪ Promoting and protecting the interests and welfare of consumers  

▪ Carrying out investigations into suspected breaches of consumer protection law  

▪ Enforcing consumer protection law  

▪ Encouraging compliance with consumer protection law.  

 

 

Misleading Practices prohibited by the Act. 

Misleading advertising, misleading information, and withholding material information are 

considered misleading practices. The main characteristics of a misleading action are false or 

inaccurate information on: 

• The existence or nature of the product/service, 

• The main characteristics, including its availability at a particular time, place, or at a 

particular price, 

• Usage and prior history, 

• The price of the product/service, the manner in which the price was calculated or the 

existence and nature of a specific price advantage, 

• And the legal right of a consumer (whether contractual or otherwise) or matters 

relating to when and how or in what circumstances those rights may be exercised. 

 

In assessing what is misleading in the context of price advantage, consideration must be given as to 

whether a product being advertised as having been previously offered at a different price, that the 

trader had made it clear that this was done openly and at the same location and for a reasonable 

period of time. 

 

 

Among practices prohibited by the Act are. 

a) making false claims for cures for illnesses. 

b) offering free prizes when it costs money to claim the prizes. 
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c) running promotions or competitions when the top prize is not available. 

d) persistently cold calling, having been asked to leave or stop. 

e) demanding payment for unsolicited goods 

f) pyramid schemes. A pyramid scheme is defined as one where a person pays money, 

but their primary benefit derives from the introduction of other persons into the 

scheme, rather than the supply of a product. 

 

Other areas of Consumer Protection 

 

Price display regulations 

The Consumer Protection Act 2007 gives the Minister the power to make Regulations requiring that 

the prices of certain products be displayed in a specific manner. For example, they could provide 

that price of certain products must be displayed inclusive of charges, fees, and taxes. 

Price controls 

Price controls can only be introduced in emergency situations and must be by decision of the 

government and not just the Minister for Enterprise, Trade and Employment. 

Codes of practice 

The Consumer Protection Act 2007 provides for the recognition of codes of practice drawn up by 

traders or groups of traders and for the NCA to approve such codes. It also provides that the NCA 

may issue guidelines to traders about consumer protection and welfare, commercial practices, 

quality assurance schemes and codes of practice. 

 

2016  NOW CALLED COMPETITION AND CONSUMER PROTECTION COMMISSION 

 

ooo 
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In prelegislative days when consumers had limited rights the phrase Caveat Emptor was 

popular, and it means  “Let the buyer beware” . Even though present-day consumers are 

relatively well protected they are still asked to be vigilant. 

 

We will look at the various means of redress for the consumer when a genuine problem 

occurs. 

 

Consumers are not generally expected to threaten the law on a retailer immediately. It is 

important at this stage to make a distinction between LEGISLATIVE methods and 

NONLEGISLATIVE methods. 

 

A legislative method of resolving a business conflict is to use the wording of the law to solve the 

conflict or to use an office or organisation set up as a consequence of a law to help in finding a 

resolution. 

A nonlegislativemethod of solving a business conflict means that the parties involved do not use 

a law or an office or organisation set up under a law to assist them in resolving their conflict. 

Conflict Resolution 

1. If a problem occurs, the consumer should contact the retailer, highlight the problem, 

and then sit down and try to negotiate a solution. 

• A family meal at a fast-food restaurant is ruined after a piece of broken 

glass is found in a tray of garlic cheese chips. There were no medical 

complications, but the meal was ruined. The owner later offered a dinner 

voucher worth €100 for a restaurant of the family’s choice. 

• A consumer who was unhappy with a package holiday complained 

unsuccessfully to the travel agent (negotiation failed) and therefore 

requested the help of a third party – Irish Travel Agents Association. They 

came up with a successful resolution which was accepted by both sides. 

 

1. Consumers may complain to the Consumer Association of Ireland.This body, 

• Protects and promotes the consumers interests. 

• Produces a magazine called Consumer Choice. 

• Helps to resolve consumer problems. 
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2. If the consumer problem was with the services of a state body, they may contact the 

Ombudsman for the public sector. They must have tried unsuccessfully to solve the 

problem with the body. This body attempts to make the public sector open fair and 

accountable. 

▪ The word ombudsman is not gender specific. 

▪ It is a Swedish word meaning "agent" or "representative" of the people. 

▪ An ombudsman investigates complaints from members of the public who 

feel they have been unfairly treated by certain organisations. 

▪ His/her office is impartial and independent. If he/she finds a complaint is 

justified, he/she will take steps to secure redress for the complainant. 

▪ There are many different kinds of ombudsmen. Some investigate 

complaints about government while others investigate about particular 

industries, for example, banks and insurance companies. 

▪ The Office of the Ombudsman investigates complaintsabout the 

administrative actions of Government Departments, the Health Service 

Executive, local authorities and An Post. 

 

The areas, which can be investigated, include, 

● Government departments 

● Local authorities 

● Health boards 

● An Post 

 

The areas, which cannot be investigated, are, 

 

● The President 

 

● The judiciary 

● Gardai 

● Defence forces 

● Labour laws 

 

The Small Claims procedure 

http://www.ombudsman.gov.ie/en/MakeaComplaint/
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The Small Claims Court is a relatively cheap, fast and easy way for consumers to resolve 

some types of disputes without having to use a solicitor. 

 

The application fee is €25, and the service is provided in your local district court office. The 

court officials settle many cases through negotiation, without the case having to be listed 

for court. 

 

Introduction 

• The Small Claims procedure is an alternative method of commencing and dealing with a 

civil proceeding in respect of a small claim and is provided for under the District Court.                                        

• It is a service provided by District Court offices and is designed to handle consumer 

claims and business claims cheaply without involving a solicitor. 

• To be eligible to use the procedure, you, the 'consumer' must have bought the goods or 

services (or the service) for private use from someone selling them in the course of 

business. As a 'business' you must have bought the goods or services (or the service) for 

use in business from someone selling them in the course of business. 

• The District Court Clerk, called the Small Claims Registrar, processes small claims. 

• Where possible, the registrar will negotiate a settlement without the need for a court 

hearing. If the matter cannot be settled the registrar will bring your claim before the 

District Court. 

 

Type of claims dealt with 

 

 

a) A claim for goods or services bought for private use from someone selling them in the 

course of a business (consumer claims) 

b) A claim for goods or services bought for business use from someone selling them in the 

course of a business (business claims) 

c) A claim for minor damage to property (but excluding personal injuries) 

d) A claim for the nonreturn of a rent deposit for certain kinds of rented properties.  For 

example, a holiday home or a room / flat in a premise where the owner also lives 

provided that a claim does not exceed €2,000. 

 

Excluded from the small claim’s procedure are claims arising from: 
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A. a hire purchase agreement 

B. a breach of a leasing agreement 

C. debts 

 

Evaluation 

In my opinion the procedure is there to help you to make your small claim with a minimum of 

procedural red tape and at little cost. 

 

 

(B) Evaluate the role of each of the following in protecting consumers: 

 

(i) The Small Claims Court; 

● Now called the Small Claims Procedure it is a speedy way to access the district court 

system for matters not involving large values of money as the limit is €2000. 

● The civil claims are processed by a clerk of the district court called the Small claims 

Registrar. 

● EVALUATION It is a fast procedure with minimum red tape and a fee of only €25. 

 

 

 

 

 

(ii) The Office of the Ombudsman for Public Services. 

● An ombudsman investigates complaints from members of the public who feel 

they have been unfairly treated by certain organisations. E.g. Government 

Departments 

● His/her office is impartial and independent. If he/she finds a complaint is 

justified, he/she will take steps to secure redress for the complainant. 

 

EVALUATION 

In my opinion it helps ordinary citizens to get fair play when dealing with bureaucratic civil 

servants. 
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In relation to the Law of Contract, illustrate your understanding of Capacity to Contract. (10 

marks) 

 

Capacity to contract 

This is the power of a natural person to enter into a contract. 

The person is legally able to enter into a contract. 

 

The following parties do not have capacity to contract: 

• Minors – people U18 except for necessities e.g. food etc. 

• Persons under the influence of alcohol or illegal drugs. 

• Persons of unsound mind.
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CHAPTER 3 – CONFLICT AT WORK 

 

The purpose of this chapter is to cover the conflict at work area. The key areas are the three 

pieces of legislation which must be learned off by heart as they are highly examinable. 

 

The Acts are 

❑ Industrial Relations Act 1990 

❑ Unfair Dismissals Act 1977 

❑ Employment Equality Act 1998 

 

The main parties in the workplace are employees, employers, shop stewards, unions, ICTU 

and IBEC. 

 

Ireland has a large number of small unions. The majority are affiliated to the Irish Congress 

Trade Union, which has signed up to “Towards 2016”. This agreement allows for fixed pay 

increases to facilitate industrial peace and economic planning. 

 

Trade Unions 

E.g. Services Industrial Professional Technical Union (SIPTU) 

 

The benefits to members are, 

1. Better pay under the National wage agreements. 

2. Greater job security for members. 

3. Negotiating “Strength” when sorting out disputes. 

4. Shop stewards are well educated on union matters. 

5. Help to negotiate a grievance procedure. 

 

This is an agreed set of rules between the employer and the employees on how to deal with 

specific problems in the workplace. E.g. discipline, lateness. It should be, 

 

 Fair  to both sides. 

 Fast as in speed of implementation. 

 Simple – not complicated and easy 

for the parties to use. 
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Irish Congress of Trade Unions (ICTU) 

• Represents almost all trade unions in Ireland. 

• Represents and advances the economic and social interests of working people. 

• Negotiates national agreements with government and employers, when mandated to 

do so by constituent and member unions. 

• Promotes the principles of trade unionism through campaigns and policy 

development. 

• Provides information, advice and training to unions and their members. 

• Assists with the resolution of disputes between unions and employers; Regulates 

relations between unions and rules on interunion disputes etc. 

 

Irish Business and Employers Confederation (IBEC) 

• Represents employers on industrial relations matters. 

• Negotiates with government and ICTU on wage agreements. 

• Advises members on the effects of new EU legislation etc. GDPR 

 

Industrial Relations 

● Describes the relationship between employers and employees and the history of 

disputes between them. The all-time low period in Ireland was 1969 when 1 million 

labour days were lost. 

● It includes all the formal procedures, rules and regulations that exist between the 

employers and the employees. 

 

 

 

There were less strikes in the 1990s due to 

● Human resources improvements. 

● No strike clauses of the National Agreements e.g. Towards 2016 

● Recession 

● High unemployment 

● Global competition 



BUSINESS 

 

Philip Curry – LC Business 2021 Page 25 
 

● Labour relations commission 

● Labour court 

 

A problem between an individual and an employer is called a grievance. This can escalate 

into a dispute if a group of workers are involved. 

VERY IMPORTANT DEFINITION 

A legitimate trade dispute meaning ‘any dispute between employers and workers which 

relates to the employment or nonemployment or the terms or conditions of or affecting 

the employment of any person’. 

 

The definition no longer allows for trade disputes between worker and worker and are 

excluded from the immunities under the Act. 

INDUSTRIAL ACTION TYPES ARE VERY POPULAR WITH EXAMINERS 

Industrial Relations Act 1990  

Most of the law on trade disputes and industrial action is contained in the Industrial Relations 

Act  

.” An industrial action is any action which may affect the terms of a contract which is taken  

by workers acting together to compel their employer “to accept or not to accept terms or 

conditions of or affecting employment.” Examples of industrial action include a work to rule, 

a picket, an overtime ban, or a strike. (Section 8; Industrial Relations Act 1990, 

irishstatutebook.ie).   

Employees have a constitutional right to join a trade union. It can be made a condition of 

employment that you must join a particular union upon accepting a job offer and remain in 

that union while you remain an employee in that job. There is a view that this may not be 

constitutional, but this has not been tested in the courts yet. If you are already in the job 

without being a union member and are at a later stage required to join a union by your 

employer, you can refuse, as such a requirement is unconstitutional.  

Complaints of dismissal or victimisation due to membership of a union are heard by the 

Workplace Relations Commission.   

 

Official Strike  

Labour is withdrawn in pursuit of a trade dispute. 
Where the employees do not enter their workplace and do not do their work. An official 

strike involves a secret ballot, proper notification to the employer. 
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(i.e. one week’s notice) and sanction by ICTU. 

 Work stoppage or token strike is where the employees stop work for a short period of 

time to highlight their concerns. 

Work to rule 

Where employees only undertake the exact jobs written in their job Description/contract. 

No flexibility is provided by staff to meet urgent/unforeseen Requirements. 

Go slow. 

In this case the work is done at a greatly reduced pace 

Types of strikes 

● Officialbacked by the union.

● Unofficialnot supported by the union.

● Lightning / wildcat–no notice is given to the employer.

● Sympathetic–out in support of other workers.

Types of Pay claim 

Productivity 

A worker looks for a pay rise in return for greater work done i.e. greater productivity. 

It is often used in conjunction with the implementation of new technology. 

Relativity 

This claim is to restore a previous relationship e.g. teachers, gardai and nurses are 

paid similar amounts if one group gets a rise it upsets the status quo. 

Comparability 

This is a claim in line with similar workers in the same industry. It brings the workers 

back on a par with other workers. 

Index linked (Consumer Price index) 

This claim compensates workers due to high inflation. The rate is now 8% 

IRISH RAIL DISPUTE 
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There are about 155,000 journeys made each day across the DART, commuter and inter-city 
rail network. 
Iarnród Éireann warned it was already “dangerously close to insolvency” with accumulated 
losses of €160 million and the planned strikes would further weaken its precarious financial 
position. 
The group of unions at the State-owned rail operator announced the strikes on Friday 
following the collapse of talks with management at the Workplace Relations Commission over 
pay. 
Siptu transport division organiser Greg Ennis said all rail services across the country would be 
affected by the stoppages. 
“The blame for this dispute lies squarely with the chief executive officer (of Iarnród Éireann) 
and the Department of Transport who have been intransigent and incompetent.” 
“They have left us with no position but to further our case through industrial action as a 
result of shenanigans which took place late on Thursday at the Workplace Relations 
Commission.” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Section 1 

Grounds for a legitimate Trade dispute 

● Dismissal 

The sacking of an employee for an unfair reason is grounds for a legitimate trade 

dispute. This includes constructive dismissal. 

● Employment policy 

The firm could recruit employees who are not qualified to do the job, and this could 

cause conflict with the existing employees. This gives rise to a legitimate trade 

dispute. 

https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_organisation=Workplace+Relations+Commission
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● Range of duties. 

The employee should not be asked to perform tasks that are not in the work 

contract or to perform menial tasks in comparison to qualifications. 

● Pay and conditions of employment. 

This is the most common reason and includes rates of pay, overtime, holidays and 

all the terms of an employment contract or a collective agreement. 

 

● Safety at work and other physical conditions. 

An employer who cuts costs by sacrificing employee welfare gives the employees 

grounds for a legitimate trade dispute e.g. failure to supply safety equipment. 

● Union membership and union recognition. 

The employer must not prevent the employee from joining the trade union. The 

employer also must recognise the trade unions right to negotiate on behalf of its 

members. 

 

 

 

 

Section 2 

Not a legitimate Trade dispute if 

● It is the enforcement of a closed shop agreement. 

The dispute must not be as a result of a closed shop agreement which is a private 

deal allowing one trade union only in the workplace. 

 

● Due to political issues 

The dispute is not recognised if it is related to political issues e.g. protesting against 

tax policies. The employer should not lose labour days. 

● Its over running of the business. 

The employee may not engage in a dispute over policies used to run the business or 

the decision-making process. 

 

Section 3 



BUSINESS 

 

Philip Curry – LC Business 2021 Page 29 
 

An employee may break the terms of a work contract if it is in furtherance of a trade dispute 

and is granted immunity from prosecution. 

 

Section 4 

Procedure for going on strike: 

● Employees must hold a “secret ballot” on strike action. 

● If the verdict is “yes” 

o One weeks’ notice must be given to the employer. 

o It must be sanctioned by ICTU 

o The employer may not block the strike with a “late night injunction” (Often 

held in a judge’s home.) It is sometimes called an exparte injunction as the 

employees or trade union officials are not present. 

 

 

 

 

Section 5 

Primary Picketing 

Picketing means that the workers gather at the entrance to their workplace carrying placards 

to highlight the existence of an ongoing trade dispute. It places moral pressure on people 

conducting business with the firm. Primary picketing takes place at the workers own 

workplace and should be conducted in a peaceful manner. 

Peaceful picketingis allowed if proper strike procedure has been followed. 

● Employees only should picket. 

● Picketing is allowed at the employees’ workplace and not their home. 

 

Secondary picketing of another organisation is allowed if it can be proved that the 

third party was deliberately frustrating a strike e.g.  

A member of the National Bus and Rail Union (NBRU) national executive has defended 
Friday’s wildcat secondary picketing of Dublin Bus and Iarnród Éireann depots. Sean Thunder, 
a bus driver based at Broadstone, Dublin, said: “What happened on Friday I make no 
apologies to anybody for.” 
He said that the secondary picketing “had to happen. I really don’t know what’s going to 
happen next”. He added the drivers themselves organised Friday’s protests. 

 

https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_person=Sean+Thunder
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Section 6 

The Labour relations commission was set up. The Labour Court was reorganised (Both are 

legislative methods) 

 

Section 7 

The Act changed the rules for the formation of unions. 

● Must be at least 1000 members. 

● Must lodge a High Court Deposit 

● Notice must be given to the Dept of Labour when setting up a new Union. 

● Grants are available towards the legal fees incurred during amalgamation of two or 

more unions (even if the amalgamation fails) 

 

Section 8 

Inter union disputes have no immunity under the Act. 

 

Footnote 

If unions follow correct strike procedure, they cannot be sued by the employer for any losses 

to his / her by the business which might follow from their actions. 
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 Unfair Dismissals Acts 1977- 2015  

These Acts supplement the rules governing dismissals in the Unfair Dismissals Act 1977. They 

outline the circumstances in which unfair dismissal can occur. Complaints under this Act are 

heard by the Workplace Relations Commission.  

 

 

 

 

 

The provisions of the Unfair Dismissal Act 1977 have been extended. The scope of 

the legislation has been broadened to include: 

• The application of its terms to part-time workers who work less than eight hours per 

week. 

• the one-year continuous service criterion does not apply where dismissal results 

from certain types of leave including maternity, adoptive, parental or carers leave 

and/or trade union membership or to rights under the Minimum Wage Act 2000 

• dismissal on the grounds of age, other than being under 16 or reaching the normal 

retiring age for that particular employment, is deemed to be unfair. 

 

The onus is on the employer to show that there are substantial grounds for dismissal. This is 

called the burden of proof. 

 

Unfair reasons for Dismissal 

 

Trade union membership or activities 

If a person is dismissed solely due to their activities as a trade union member, then the act 

deems the dismissal to be unfair e.g. sacked for joining a union. 

Pregnancy and related matters 

If a person is dismissed because the employer feels motherhood would interfere with work 

performance or needs time off for check-ups, then this dismissal is deemed to be unfair. 
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Unfair redundancy 

If the employee is specifically chosen because the employer does not like their personality 

etc. then it would be “unfair dismissal”. 

If the employee is party to legal proceedings involving the employer. 

If the employee is dismissed for example, for suing the employer for personal injury 

compensation then it would be “unfair dismissal” under the act. This also covers appearing 

as a witness against the employer. 

Religious or Political beliefs 

The employee cannot be dismissed due to the employer not approving of religious beliefs or 

political persuasion. 

Race or colour 

The employee cannot be dismissed based on race, colour or sexual orientation. 

 

CAN be dismissed for the following (Fair reasons for Dismissal) 2018 LCHL Q1 (C) 

 

1. Competence or Qualifications 

If the employee is not capable of doing the job or is not properly qualified to do so, then 

it is a “fair dismissal”. The standards expected must have been explained clearly. 

2. Redundancy 

If a person is being let go due to economic reasons e.g. to reduce the wages bill to save 

the factory, it is a “fair dismissal”. The employee must not be replaced afterwards. 

3. Gross Misconduct 

If the employee is guilty of fighting, drunkenness, drug taking or stealing in the 

workplace they can be instantly dismissed. 

4. Capability 

This centres on issues like lateness absenteeism and persistent absence due to illness. 

This is the most difficult area to prove for the employer. 

 

5. Continued employment would contravene the law. 

It may be impossible to carry out work tasks as this would break the law e.g. losing a 

driving license may prevent a sales representative from doing their duties. 
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Remedies for Unfair Dismissal 

Compensation of up to 2 years pay. 

This is compensation based on financial loss only. The average compensation paid has been 

6,348 Euro. 

Reengagement 

This means that the employee will be given a similar job usually in a different 

department back without receiving any compensation. 

Reinstatement 

This means that the employee receives compensation and is given their old job back plus 

any improved work conditions. 

 

CONSTRUCTIVE DISMISSAL 

This occurs when the employer makes life as difficult as possible for the employee in the 

hope that they will leave of their own accord e.g. constant tinkering with rosters which 

forces the employee to resign. The onus is on the employer to prove that it was not 

constructive dismissal. 

Chelsea’s doctor Eva Carneiro has settled her dismissal claim against the club on 

confidential terms. 

Dr Carneiro, who claimed constructive dismissal against Chelsea, also reached a 

discrimination settlement against the club's former manager Jose Mourinho. 

Chelsea said it apologised "unreservedly" to the former first team doctor for the distress 

caused. 

On Monday it emerged Chelsea had offered Dr Carneiro £1.2m to settle her claims, which she 

had rejected.  
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CORRECT PROCEDURE IN LAW FOR A DISMISSAL: 

 
THIS QUESTION WAS ASKED ONCE BEFORE AND WAS POORLY ANSWERED 
 
All dismissals are presumed to be unfair unless the employer can prove otherwise. The 

burden of proof lies with the employer. The employer must show that there were 

substantial grounds for justifying the dismissal, e.g. misconduct such as theft or assault 

caught on CCTV. 

Counselling/Advice: 

Counselling (i.e. advice on how to improve) is given by supervisor and recorded on the 

employee’s personal record. The employer outlines what employee needs to do to rectify the 

situation. The employee is made aware of the consequences. 

Formal verbal warning: 

The employer has to inform the employee of the reasons for the possible dismissal. The 

evidence for the dismissal must be made known to the employee. This is given in the 

presence of the employee’s representative. The employee is given the opportunity to 

respond fully to any such allegations or complaints. The warning is recorded on the 

employee’s personal record. 

First Written warning: 

If there is no change to the situation, a formal written warning follows the oral warning. A 

copy will be given to the employee’s representative. 

 

Final written warning 

 , suspension without pay, transfer to another task, or section of the enterprise, demotion, 

some other appropriate disciplinary action short of dismissal and finally dismissal. 

 

Employee’s Right of appeal 

The employee has the right to a fair and impartial determination of the issues concerned, 

considering any representations made by, or on behalf of, the employee and any other 

relevant or appropriate evidence, factors, or circumstances. 
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Employer Duties/Responsibilities 

The employer must recognise the employees right to representation at a hearing into the 

dismissal and the hearing itself must be impartial. 

 

 

Employment Equality Act 1998-2015  

These Acts replace the Employment Equality Act 1977. The Employment Equality Acts 1998–

2015 outlaw discrimination in a wide range of employment and employment-related areas. 

These include recruitment and promotion; equal pay; working conditions; training or 

experience; dismissal and harassment including sexual harassment.  

 

The legislation defines discrimination as treating one person in a less favourable way than 

another person has been, or would be, treated in a comparable situation on the nine 

grounds. Complaints under this Act are heard by the Workplace Relations Commission.  

 

 

 

 

Grounds for discrimination 

● Gender (including pregnancy related matters) 

● Religion (includes background or outlook) 

● Marital status (single married divorced etc.) 

● Age (people between 18 –65) 

● Family status (having responsibility as a parent) 

● Disability (total or partial loss of body or mental facilities) 

● Sexual orientation 

● Race (race, colour or ethnic origin) 

● Membership of the travelling community 

WE ARE OFTEN ASKED TO NAME FIVE 

Objectives of the Act: 

● The Act promotes pay equality.  

● It places an obligation on employers to rid the workplace of sexual harassment. 

● It promotes equal opportunities in the workplace. 

● It protects members of the Defence forces. 
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The Act attempts to integrate the following into the workplace. 

● People over 50 

● People with disabilities 

● Members of the travelling community 

 

The Act established the Equality Authority. 

● This independent body was established on 18/10/99. 

● It replaced the Employment Equality Agency 

● It outlaw’s discrimination in several areas 

➢ Employment 

➢ Training 

➢ Advertising 

➢ Collective agreements There are nine distinct grounds. 

 

● It provides information to the public. 

● It has established codes of practice (these are standards of good behaviour to 

promote equality in the workplace, this set of rules and procedures is agreed by the 

employers and the employees in the workplace and act as useful guidelines. 

 

The Workplace Relations Commission (WRC) now deals with all complaints of 
discrimination in employment and access to goods and services. These complaints 
(formerly handled by the Equality Tribunal whose functions were transferred to the WRC 
on 1 October 2015) come under the following equality legislation:  

• The Employment Equality Acts 1998–2015, which outlaw discrimination at work including 
as regards: recruitment and promotion; equal pay; working conditions; training or 
experience; dismissal; and harassment, including sexual harassment.  

  

Victimisation is also covered by equality legislation. Victimisation occurs when a person is 
treated less favourably than another because they opposed discrimination or were 
involved in a complaint of unlawful discrimination. 

The Workplace Relations Commission also deals with complaints of discrimination on the 
grounds of gender under the Pensions Acts 1990–2015 in relation to occupational benefit 
or pensions schemes. However, it cannot deal with complaints about licensed premises 
and registered clubs. To pursue a complaint about a licensed premises or registered club 
you must take your case to the District Court. 

http://www.citizensinformation.ie/en/employment/enforcement_and_redress/labour_relations_commission.html
http://www.irishstatutebook.ie/1990/en/act/pub/0025/index.html
http://www.citizensinformation.ie/en/justice/courts_system/district_court.html
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The 2 methods of handling equality or discrimination disputes are mediation and 
adjudication.  

Mediation 

When you make your complaint under equality legislation, you may be offered mediation. 
It is a voluntary and confidential process. Mediation is an attempt to get agreement 
between the parties. At the end of mediation both sides sign an agreement which is legally 
binding so that both sides must keep to the terms of the decision. Mediation is held in 
private, and the agreement is not published. If you do not reach an agreement through 
mediation, you can request your case be brought to investigation. 

Mediation is held in private, and the agreement is not published. If you do not reach an 
agreement through mediation, your case will be referred to an adjudication officer.  

Adjudication 

If mediation is not used or is not successful, the complaint or dispute is referred to an 
adjudication officer who will conduct an inquiry and issue a legally binding decision. 
Remedies will include one or more of the following: compensation, an order for equal pay 
or equal treatment, and/or an order that somebody take a specified action.  

 

 
 
 

WRC 
 
Workplace Relations Act 2015  

The Workplace Relations Act 2015 came into effect on 1st October 2015. It saw the existing 

five employment rights bodies merged into two bodies:  

▪ The Workplace Relations Commission will deal with all cases at first instance   

▪ The Labour Court will deal with all cases on appeal  

The Act provides for the establishment of the Workplace Relations Commission (WRC) with a 

full range of functions formerly carried out by   

▪ Labour Relations Commission (LRC), including Rights Commissioner Service,   

▪ Equality Tribunal,   

▪ Employment Appeals Tribunal   

▪ National Employment Rights Authority (NERA).   

The WRC is the body to which all industrial relations disputes and all disputes and complaints 

about employment law is presented.  

http://www.citizensinformation.ie/en/employment/enforcement_and_redress/rights_commissioner.html
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The Labour Court is now the single appeal body for all workplace relations appeals against 

decisions of WRC Adjudication Officers. Labour court decisions can be appealed to the High 

Court but only on a point of law.  

The Workplace Relations Commission provides information on industrial relations and rights 

and obligations under Irish employment and equality legislation.   

The Workplace Relations Commission (WRC) has responsibility for, among other functions:  

▪ promoting the improvement of workplace relations, and maintenance of good workplace  

relations,  

▪ promoting and encouraging compliance with relevant enactments,   

▪ providing information to members of the public in relation to employment.  

 

The establishment of the Workplace Relations Act 2015 has resulted in amendments to the 

Industrial Relations Act 1990, the Employment Equality Act 1998 – 2015 and the Unfair 

Dismissals Act 1977-2015. Most appeals under the Industrial Relations Act 1990, 

Employment Equality Acts 1998-2015 and Unfair Dismissals Acts 1977-2015 are adjudicated 

by the Workplace Relations Commission in the first instance. All appeals are adjudicated by 

the Labour Court.   

Complaints in relation to contraventions of employment, equality and equal status legislation 

may be presented/referred to the Workplace Relations Commission.  

The WRC provides the following services:   

Advisory Service  

The Workplace Relations Commission’s Advisory Service promotes good practice in the 

workplace by assisting and advising organisations in all aspects of industrial relations in the 

workplace.   It engages with employers, employees, and their representatives to help them to 

develop effective industrial relations practices, procedures and structures. Such assistance 

could include reviewing or developing effective workplace procedures in areas such as 

grievance, discipline, communications, and consultation.  

Conciliation  

Conciliation is a voluntary process in which the parties to a dispute agree to avail of a neutral 

and impartial third party to assist them in resolving their industrial relations differences. The 

Workplace Relations Commission provides a conciliation service by making available 

Industrial Relations Officers (IRO or Conciliation Officer) of the Commission to chair 

‘conciliation conferences.  

Conciliation conferences are basically an extension of the process of direct negotiations, with 

an independent chairperson present to steer the discussions and explore possible avenues of 
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settlement in a nonprejudicial fashion. Participation in the conciliation process is voluntary, 

and so too are the outcomes.  

Solutions are reached only by consensus, whether by negotiation and agreements facilitated 

between the parties themselves, or by the parties agreeing to settlement terms proposed by 

the Conciliation Officer.  

The conciliation process is informal in its practice. The parties are free to represent 

themselves or be represented by trade unions or by employer organisations. The Commission 

does not believe that the nature of the process requires legal representation of either party 

at conciliation meetings.  

Mediation  

Mediation seeks to arrive at a solution through an agreement between the parties, rather 

than through an investigation or hearing or formal decision. The WRC offers a mediation 

service in certain cases to facilitate the resolution of complaints/disputes where possible at 

an early stage and without recourse to adjudication.   

The Mediation Officer empowers the parties to negotiate their own agreement on a clear and  

informed basis. The process is voluntary and either party may terminate it at any stage.   

Where an attempt at mediation has been successful, the mediation officer will record the 

terms of the agreement in writing. If each of the parties are satisfied that the record 

accurately represents the terms of the resolution, they will sign the record.   

Where an attempt at mediation has proven unsuccessful, the mediation officer will notify the 

Director General of the WRC and each of the parties in writing of that fact. The complaint or 

dispute will be referred for adjudication by an Adjudication Officer.  

Adjudication  

Adjudication Officers of the Workplace Relations Commission (WRC) are statutorily 

independent in their decision-making duties. The Adjudication Officer’s role is to hold a 

hearing where both parties are given an opportunity to be heard by the Adjudication Officer 

and to present any evidence relevant to the complaint. The Adjudication Officer will not 

attempt to mediate or conciliate the case. Parties may be accompanied and represented at 

hearings by a trade union official, a practicing barrister or practicing solicitor for example.  

The Adjudication Officer will then decide the matter and give a written decision in relation to 

the complaint. The decision may:  

▪ declare whether the complainant’s complaint was or was not well founded͖,  

▪ require the employer to comply with the relevant provision(s),  

▪ require the employer to make such redress as is just and equitable in the circumstances 

including the award of compensation.  



BUSINESS 

 

Philip Curry – LC Business 2021 Page 40 
 

A party to a complaint may appeal to the Labour Court from a decision of an Adjudication 

Officer.  

 

Compliance/Inspection Service  

Inspectors visit places of employment and carry out investigations on behalf of the WRC in 

order to ensure compliance with equality and employment-related legislation. Such 

investigations involve examining books, records and documents related to the employment, 

and conducting interviews with current and former employees and employers. Where 

breaches of legislation have been found, an Inspector may issue either a Compliance Notice 

or a Fixed Payment Notice to an employer.  

 

Enforcement of Decisions  

If an Employer fails to carry out a decision of an Adjudication Officer of the Workplace 

Relations Commission, or a decision of the Labour Court arising from an appeal of an 

Adjudication Officer's decision, within the prescribed time, an application may be made to 

the District Court for an order directing the Employer to carry out the decision. The 

application can be made by the following:  

▪ The Employee/Complainant (or legal representative on their behalf)  

▪ A Trade Union, with consent of employee, or  

▪ An excepted body of which the employee/complainant is a member.  

In the case of an Adjudication Officer’s decision, the application to the District Court can be 

made after a period of 56 days has elapsed from the date the decision was issued to the 

parties. A period of 42 days must have elapsed from the date the Labour Court decision was 

issued to the parties before the application can be made in respect of that decision.  

 

 
 
 
Labour Court 

 

It was established in 1946 and reorganised in 1990.                            

 

Its main functions are: 
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1. It solves difficult deadlocked cases. 

If both parties are making no progress, they may request Labour Court intervention and 

agreed to be bound by its findings then both parties are legally bound to accept the 

findings of the Labour Court. 

2. It registers employment agreements. 

These procedures have been agreed by both sides (unions and management) for a single 

firm or industry and are registered by the labour court. These agreements are legally 

binding on both sides e.g. in 1967 workers and management in CIE agreed that track 

maintenance staff would not have to work with outside building contractors. 

3. It set up Joint Labour Committees. 

These committees contain representatives from both sides (workers and management) 

in nonunionised industries where employees could be particularly vulnerable. Rates of 

pay and working conditions are agreed and enforced in law by the Labour Court. This 

greatly reduces industrial relations conflict in these sectors. 

4. To hear appeals on Equality Officer recommendations and Rights Commissioners 

recommendations 

The labour court investigate all appeals and have the final decision. The labour court 

verdict cannot be appealed. 

 

Evaluation 

 

In my opinion The Labour Court has improved industrial relations in Ireland. It deals with the 

most difficult cases and still has its recommendations accepted in 75% of cases. 

Arbitration occurs when a third-party act like a referee and listens to the arguments of 

both sides and decides to solve the dispute. 

It is not legally binding e.g. The Labour Court 

Both parties can agree on binding arbitration in advance 

 

Describe how conflict between an employer and an employee could be resolved in a 

nonlegislative manner. 

 

A Nonlegislative approach should be the first strategy in a conflict resolution process 

between employees and employer. 
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It means that the parties involved are not using any law or body set up under a law to resolve 

the conflict. 

Meet and talk. 

This involves having a meeting between the individual employee and his/her employer to try 

and discuss the situation and clarify any difficulties. Assistance can be sought from the shop 

steward and/or the Human Resource Manager (grievance procedure). Employee may seek 

help from the union head office and the employer may seek help from IBEC. 

 

Negotiation/agreement 

Discussion occurs between the disputants who are trying to work out a solution to their 

problem. The employer and the employee make a series of offers and counteroffers intended 

to aim at a compromise. Both need to be aware of their bottom line and their ideal outcome. 

They need to be prepared to make concessions/compromises. A timetable for the conclusion 

of the negotiations process needs to be put in place. 

 

Independent Third-Party Intervention: 

Conciliation. The conciliator will speak to the employer and the employee separately and 

then together, highlighting the others point of view. The conciliator encourages the parties to 

settle the dispute through continued negotiation. 
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Unit 2. 

E N T E R P R I S E 

Question 4 on exam but maybe Q5 in 2023 

On completion, the student should be able to: 

2.3.1 Define enterprise. 

2.3.2 Identify the importance of enterprise skills in areas such as home, school, local 

community, Government departments, and business start-up. 

2.3.3 Explain the basic enterprise skills. 

2.3.4 Identify the characteristics of enterprising people. 

2.3.5 Analyse the importance of enterprise in business and the community. 

(HL) 

2.3.6 Identify enterprise skills, opportunities, risks, and rewards from given data 

(HL). 
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CHAPTER 4 – ENTERPRISE 

 

Enterprise is being innovative and creative while taking personal/financial risk to achieve 

one’s goal. 

Enterprise is when an individual (or a group of people) takes the initiative/starts something 

new. 

Enterprise involves the risk of organising all the resources necessary to provide a product or 

service while exploiting an opportunity for a possible reward called profit. 

 

 

Examples of Enterprise: 

Personal Enterprise–Enrolling in a night class. 

 

Business Enterprise–Diversification into new markets/new products/ Facebook Mark 

Zuckerberg/Xbox Microsoft /iPad Apple 

 

Government Enterprise–Rationalisation of different Government services 

 

Social EnterpriseSpecial Olympics/fundraising 

 

Famous Irish entrepreneurs include, 

 

 

 

● Pat McDonagh 

 

 

 

 

 

 

● John Magnier 
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● Geoff Read 

 

 

 

● Mary Davis 

 

 

 

International entrepreneurs. 

 

 

 

 

 

 

 

 

● Steve Wozniak 

 

● Vera Wang 

 

 

 

● Sean Combs 
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Business opportunities are like buses, there's always another one coming." 

 Richard Branson, founder of Virgin Enterprises 

 

 

 

Enterprise is encouraged in Ireland by, 

● Enterprise Ireland 

● Local enterprise Office 

● Solas 

● Coca Cola national enterprise awards 

● Local enterprise centres 

● Integrated rural development companies. 

● Enterprise link 

● Universities and colleges 

 

In business, we are expected to know enterprise characteristics, enterprise skills and 

Intrapreneurship. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Enterprise characteristics 

These are the special traits that a person possesses. 
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Confidence 

They have a very positive self-image and look for solutions and not problems. They have great 

self-belief and usually good intelligence levels. They use efficient methods. 

Flexibility 

They can change at short notice and are adaptable in their approach. They are prepared to 

deviate from plans when necessary. They check feedback to find improvements. 

Moderate risk taker 

They would take calculated risks, which have been minimized. These would be financial and a 

person’s reputation. They are not afraid of failing. Some people are excited from taking risks; they 

are prepared to take calculated risks in pursuit of business success; seizing opportunities and doing 

something new. 

 

Decisive 

They have an ability to act on the spot and a willingness to take responsibility for decisions. 

They are single minded in their approach and do not blame others. 

Inspirational 

A person’s guides and directs subordinates to achieve tasks as efficiently as possible They lead 

the business and its people. They can get people to work together. 

 

Energetic 

A person puts in the long hours of hard graft to make the business succeed. Entrepreneurs are 

self-driven. They stick with a task until it is completed. 

Innovative 

A person looks for something original which will not be in direct competition with other firms. 

Entrepreneurs look for products and ideas that will set their firm apart. Having identified a gap 

in the market the entrepreneur gains satisfaction from doing something new and bringing it to 

market. 
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Independent 

The person has the ability to stand alone, create a job for oneself and be in control without relying 

on others for employment. The entrepreneur gains a sense of freedom from being their own 

boss/control over their own lives. 

 

Opportunistic 

Entrepreneurs have an ability to spot a gap in the market at short notice and to capitalise on a given 

situation. 

 

Persistent 

Entrepreneurs use persistence to overcome resistance They do not accept no as an answer. They 

are determined. 

 

Realistic 

A person must recognise their shortcomings and take appropriate action to overcome these 

shortcomings. An entrepreneur does not try to achieve the impossible. They put availability ahead 

of desirability. 

Enterprise skills 

Are an ability or expertise that a person can be born with (innate) or it can be acquired 

(learned) 

Future focused 

This involves setting tasks to be achieved in the future and identifying the problem areas. It puts 

together the best available course of action to bring success. 

 

Inner control 

This means being in charge of your own destiny, being in control of your own future. It is driven 

by personal pride and determination. 
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Risk management 

This is a strategic or planned approach to risk. 

This means gathering as much information as possible about uncertain situations and 

minimising these risks and eliminating them where possible e.g. installing smoke alarms, 

carrying out market research. 

Once a risk has been identified it can then be managed correctly (see insurance section) 

 

Strengths, Weaknesses, Opportunities, Threat’s  analysis 

It is used at the preplanning stage and breaks the business down into four categories. It brings 

a structure to the planning process and improves the organising process. 

 

Strength’s location of business. Brands. Patents. 

 

Weakness Poor credit collection. 

 

Opportunities     New markets. Expansion. 

 

Threats EU laws. New inventions. 

SEE Ryanair example later. 

Time Management 

This means carrying out tasks as efficiently as possible in the time available. It involves 

quantifying of tasks, delegation of tasks strict monitoring and great discipline from everyone. 

Task importance is related to the time invested in it. 

 

 

 

Human relations 

This involves being good with people, understanding their needs and behaviours and being able 

to relate to the people in and around the business. People can do courses in communications and 

psychology to improve this area. Sympathy and a sense of humour usually help in this area. 
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Reality perception 

This skill uses a direct approach of “living in the real world” and ignoring emotions and doing what is 

best for the organisation within reason. It involves recognising one’s limitations and seeking advice 

to improve that area e.g. hiring an accountant to do the books. 

Problem solving 

Enterprising people who adopt a go-ahead attitude are said to be proactive whereas those who 

prefer to wait and see are said to be reactive.Entrepreneurs wish to carry out tasks and must 

devise a strategy. One must know the desired outcome and tackle obstacles in a logical manner. 

 

Delegation 

They assign authority, keep responsibility and demand accountability. 

 

Intrapreneurship 

VERY POPULAR WITH EXAMINER 

Intrapreneurship involves entrepreneurial activity within the business /employees come up 

with new ideas/take personal responsibility which may turn into profitable activities. 

 

Intrapreneurs are inventive, creative, and innovative; they are constantly looking for ways 

of growing/expanding the business; and improving business processes/ product without the 

financial risk. 

 

Methods of encouraging Intrapreneurship EDUCAPRINT QUESTION 

• Empowerment/employee participation encourages creativity as it allows employees 

greater freedom on how to do their job by placing real power, responsibility, and authority 

in the hands of employees. 

 

• Create a culture within the organisation where it’s okay to make mistakes. 

 

• Financial rewards for effort and creativity. These rewards could involve a mixture of pay, 

incentives and benefits. For example, a bonus or profit-sharing scheme or share 
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ownership scheme. John O’Leary could be given share options as a reward for his 

innovation. 

 

• Teamwork encourages creativity among employees as it facilitates brain storming 

sessions as part of the product development process. The matrix structure used by 

EducaPrint Ltd could encourage further intrapreneurship. 

 

• Resource provider. Make resources available to help employees to pursue their ideas (e.g. 

finance, time). 

 

● Training program for employees and management, training them on the implementation of 

an intrapreneurial culture within a business. 

 

 

 

 

Applying Enterprise 

 

At home Doing a budget, varied menus, deciding a career. 

  

At school unsupervised study, raising money for charity. 

 

In public life going up for election, lotto, tax amnesty. Suggestion boxes 

 

In community meals on wheels setting up sporting organisations and raising funds 

 

In business spotting a niche, green marketing, special offers, clever advertising, publicity. 

 

In enterprise we have risk and reward. Risk may be financial, or it could be the risk of business 

failure. Reward may be the “trappings” associated with personal wealth or it could be the “spiritual” 

reward associated with doing good in the community. 

 

As we have stated earlier the entrepreneur has the idea, organises finances, researches the project, 

and sets it up. However, the actual day to day running of the business may be left to a manager, 
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and this leaves the entrepreneur to work on other new projects. The manager works for a salary 

and runs the business by leading communicating and motivating people and by planning, organising 

and controlling the various activities in the firm. 

 

The importance of enterprise to an economy 

 

● It helps to create employment. 

● It caters for the needs and wants of consumers. 

● It creates wealth and a better standard of living. 

● It generates tax revenues which allow us to have a welfare state for the less fortunate. 

● Successful enterprise encourages further investment. 

● It reduces the reliance on Multinationals. 

  
 

 

✓ Entrepreneurs have empathy, energy and intelligence. 

 

✓ They should be good planners as well as being flexible people. 

 

✓ Profit in the long and short run should be possible. 

 

✓ Persistence will always overcome resistance. 

 

✓ Entrepreneurs have self-belief and vision. 

 

✓ Good ideas, determination and an outlook that is customer driven are 

essential.
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Question 4 

 

Read the information supplied and answer the question which follows. 

“Colm has decided to form a tidy towns committee in his local village and enter the ‘tidiest 

village’ category of the National Tidy Towns competition in 2013”. 

Discuss four entrepreneurial skills that Colm will require in developing this local community 

initiative. 

 

 

Decisive 

 

Colm must have an ability to act on the spot and a willingness to take responsibility for 

decisions. They are single minded in their approach and do not blame others. 

Colm has to decide on a budget. 

 

Good leader 

A person’s guides and directs subordinates to achieve tasks as efficiently as possible They 

lead the business and its people. They can get people to work together. 

Colm must coordinate the Tidy Town project 

 

Innovative 

A person looks for something original which will not be in direct competition with other 

people Social Entrepreneurs look for ideas that will set them apart. 

 

Colm will have to differentiate his village from all other.  
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Planning and goal setting 

This involves setting tasks to be achieved in the future and identifying the problem areas. It 

puts together the best available course of action to bring success. 

Colm could map out the village and clean it in sections. 

 

 

 

(A) 

 

(i) What is meant by the term SWOT analysis? 

 

 

SW is INTERNAL. 

 

OT is EXTERNAL. 

 

 

● Strengths, Weaknesses, Opportunities, Threat’s analysis 

 

It is used at the preplanning stage and breaks the business down into four categories. It brings 

a structure to the planning process and improves the organising process. 

 

 

 

 

(ii) Conduct a SWOT analysis on a business of your choice. (Include two points under each 

heading) 

 

 

Name of Business; Nivea 
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Strengths 

● Nivea has strong brand recognition. 

● It has a strong financial base. 

 

Weaknesses 

● Is the product still relevant? 

● Is the market research up to date? 

 

Opportunities 

● New male skincare products 

● To convert new customers to use current product. 

 

Threats 

● New competition in the industry 

● Consumers are more knowledgeable and expect more.  
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 Enterprise Management 

   

IDEAS Encourages innovation Not essential but 

  intrapreneurship is 

  rewarded 

   

DAY TO DAY Involved at the Responsible for daily 

 Beginning tasks SKILLS 

  ACTIVITIES 

   

REWARD Profit’s ,self-satisfaction Salary and Bonus 

 Spiritual  
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UNIT 3 

QUESTION 5 

CHAPTER 5 – INTRODUCTION TO MANAGEMENT 

 

SKILLS = LCM 

ACTIVITIES = POC 

 

 

I only want people around me who can do the impossible. 

Elizabeth Arden 

 

Management is the carrying out of objectives through people often on behalf of somebody 

else. It involves directing human activities and a business’ resources (wealth) to achieve goals 

(which were set in advance). Effective management prevents confusion in an organisation. 

 

Example 

 

The store manager of a supermarket attempts to satisfy customers’ needs and wants and to 

make a profit. Does the manager achieve this single handedly? 

 

In this chapter we will look at 

 

● Management characteristics (see below) 

 

● Management skills (Leadership, Motivation) 

 

Management v Enterprise 

 

If the entrepreneur is the “ideas” person who spots the gap in the market and sets up the 

business, then the manager carries out the daily tasks by using the management activities of 

Planning, Organising and Controlling.These tasks are performed by people. Therefore, the 

management skills of Leadership, Communications and Motivation are used. 

 

http://www.brainyquote.com/quotes/quotes/e/elizabetha318691.html


BUSINESS 

 

Philip Curry – LC Business 2021 Page 59 
 

The entrepreneur is the risk taker who has shown the original initiative whereby the 

manager also shows initiative (Entrepreneurship) but a core element for a manager is 

communicating with the various parties in a business. In a small firm the entrepreneur is the 

manager whereas entrepreneurs like Michael Smurfit or Richard Branson employ managers 

to run daily operations while they dream up their next venture. 

 

Characteristics of good managers 

 

Decisiveness 

The manager has the ability to make an intelligent decision and at the correct time. A 

manager must accept full responsibility for his actions e.g. Mick McCarthy in Saipan. 

 

Self-Motivated 

A manager must be driven by his own ambitions and an energetic approach sets good 

example to subordinates. 

 

Achievers 

Managers need a willingness to succeed and be able to set realistic targets and have the 

desire to see them through. 

Charisma 

Managers should have the ability to draw people towards them and subordinates are 

attracted to their style and will work harder for them e.g. Michael O’Leary boss at Ryanair 

doesn’t wear a tie and likes to get stuck into daily tasks. 

Hardworking 

This means sticking to the tasks and getting them done, even in the face of adversity. The 

manager uses a hands-on approach and may be the last to leave each night. 

Adaptable 

A manager should be willing to change approach and plans when a new situation or stumbling 

block arises. A conservative rigid approach is unsuccessful in a dynamic business world. 

Delegation Authority responsibility power 

A manager should not try to “go it alone” and should assign out the tasks where possible 

among the subordinates. Mistakes are tolerated as part of the normal learning process. 
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Self-Discipline 

This involves setting high standards for oneself and having the self-control to make changes if 

these standards are not achieved. 

Bias for Action 

Good managers are willing to try new ideas and experiments and are prepared to have a go. 

They behave in a proactive manner and their “actions speak louder than words”. 

Organisation 

This involves using a systematic approach to run the firm. Everything is planned in 

advance, but communications systems are kept simple. Teamwork is encouraged. 

 

Management in Action 

 

In a household the head of the house would: 

● Plan for important upcoming events 

● Organise a rota for housework. 

● Control expenditure by budgeting 

● Lead the members by setting example. 

● Communicate on social and work matters. 

● Motivate members to work hard in school or at work. 

 

In your personal life as a teenager you might: 

● Plan your social calendar. 

● Organise your day. 

● Control your spending and matching it with your income. 

● Lead the local sports team. 

● Communicate using texts or your parents’ phone. 

● Motivate yourself maybe to pass your exams or to improve physical fitness. 

 

In a school situation: 

● Plan for holiday, half days, mocks etc. 

● Organise a timetable that works. 

● Control the financial outgoings. 

● Provide leadership for staff and students. 

● Communicate through an electronic notice board. 
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● Motivate through encouragement or threats!” 

 

In public life e.g. Government 

● Plan projects such as the “Luas Cross city” 

● Organise the government into departments run by a Minister. 

● Control expenses through the annual “Budget” 

● Leo Varadkar provides leadership. 

● Communication through press releases 

● Motivation for a better future standard of living e.g. Special Savings Incentive Scheme. 

In a Community situation e.g. Meals on wheels project 

● Plan the number of meals. 

● Organise cooks and drivers. 

● Control the costs. 

● Provide leadership to the volunteers. 

● Ensure excellent communications. 

● Motivate the unpaid volunteers. 

 

Management Skills 

 

Leadership appears to be the art of getting others to want to do something you are 

convinced should be done. 

Vance Packard 

 

Leadership 

is the ability to influence others and to direct them towards achieving goals. It allows a manager 

to have a positive impact on how others behave. The authority of the leader must be 

recognised by the group. The group must have a shared common objective. 

 

Leadership includes Directing and Coordination. 

 

Directing involves determining in general terms the course of action to be followed e.g. 

where the organisation is going. It involves getting the people in the organisation to 

perform the tasks. There should be a harmony of objectives with something in it for 

everyone. A flat organisation structure is more effective. 
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Delegation is the assigning of authority among the subordinates by the superior and this is to 

improve efficiency e.g. the owner of a factory hires a production manager to oversee factory 

operations. 

There will be a span of control, which is the ideal number of subordinates under the 

instructions of a superior. 

Coordination is the linking together of all the various departments of the organisation to 

achieve a shared objective. It avoids duplication and prevents conflict in the organisation. It 

brings harmony to operations in the workplace. 

 

● A good leader accepts full responsibility for the actions of the group. 

 

● A good leader acts as a facilitator to help to achieve agreed objectives. 

 

● A good leader also delegates authority. 

 

● A good leader wishes to maintain high standards as he is accountable for the actions of 

the group. 

 

● A good leader formulates the firms “Mission statement” and helps to implement it. 

 

A Mission Statement lays down the direction to be taken by the firm in the long term and 

communicates this clearly to the team members. It lays down the main objectives of the 

firm e.g. Fyffes: 

 

To grow the revenues and earnings of the group based on the increased worldwide 

demand for fresh produce. 
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Ben and Jerrys 

 

Leadership Styles or Types 

WHAT IT IS 

WHAT IT DOES 

Autocratic 

CONSTRUCTION WORK 
DO NOT USE THE ARMY AS AN EXAMPLE 
 

Leader who likes to be in control of things and does not delegate/ Little consultation with 

employees, frequently dictating instructions/ Opinions of employees are not considered. 

All major decisions are made by the leader and orders are issued and directives are made to be 

obeyed without question. 

Fear and threats are used as motivators/ Little trust in employees 

Manager suffers from overloading and the quality of their work suffers. 

Subordinates get little experience of management and promotions are mostly external Morale 

can low among staff/ Staff turnover can be high/ Staff become frustrated: industrial relations 

disputes follow. 

 

Democratic 

Power is shared with staff. 

Authority is delegated to staff, but ultimately responsibility rests with the manager. 

Opinions/ideas/feedback are sought before decisions are made and tend to be better as a 

result. 
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Trust is built overtime with staff/ Staff feel more valued and motivated.     

Promotions are internal as staff get experience of management. 

 Intrapreneurship may occur. 

Decision making can be slow and delayed. 

Illustration: It may be appropriate in a business that promotes teamwork (e.g. Google). 

Works well in an environment where staff can handle responsibility. 

Laissez faire (free reign) 

 

Management has a facilitative role (guide) and does not get involved in the day to day 

running of the business. 

Almost all authority is delegated to staff. Huge Trust is placed in staff. 

Highly motivated and trustworthy workers use their initiative leading to very high levels of 

intrapreneurship. 

Staff are empowered rather than ordered. 

Greater freedom given to staff in setting own goals. 

Managers are free to deal with more strategic matters. 

 

Illustration: 

 

Is likely to be used by High Tech industries which rely on well-educated and highly 

self-directed employees. Prevalent form of leadership in firms engaged in R&D and 

advertising where creativity is valued. 

Motivation 

Definition: is recognition of the factors, which cause people to put real energy and drive into 

their work. They remain continually interested and committed to a job. Reward is essential but 

does not necessarily mean monetary payment. 

How to improve motivation in an organisation 

● Pleasant working conditions. 

● Interesting and challenging work 

● Good communications 

● Good pay and benefits 

● Recognition of achievement 

● Job security. 
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Effective motivation requires the employee to have an unsatisfied need and be able to 

identify a goal and determine the action to achieve the need. Feedback helps to monitor 

progress. 

Maslow’s hierarchy of needs 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Maslow said that all workers have needs. 

 

• These needs can be arranged in a progressive level. 

 

• Once a need is satisfied it is no longer dominant 

 

• A manager attempts to satisfy these needs. 

 

Maslow put forward a theory on motivation based on 5 levels of basic human needs that 

must be satisfied in sequence, starting from the lowest and working up to the highest. As one 

need is satisfied then the need immediately above it on the pyramid becomes the dominant 

motivator. The needs in ascending order are as follows: 
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1. The need for Food /Shelter (Physical Needs) 

 

2. The need for Security and predictability. (Safety/security Needs) 

 

3. The need for love and friendship. (Social Needs/Acceptance) 

 

4. The need for status, respect & appreciation by others. (Esteem needs) 

 

5. The need to realise one’s full potential. (Self-Actualisation needs) 

 

How can a manager satisfy each need? 

 

A business can meet Maslow’s five needs in the following way: 

Physiological needs 

The firm should pay over and above the legal minimum wage to ensure that the worker can 

afford to pay for basic food and shelter for their dependents. 

Safety needs 

A firm should ensure that the worker feels safe from the fear of redundancy. The firm could 

offer a guarantee of employment to the staff e.g. a letter of guarantee. 

Social needs 

The firm should provide time for social interaction both in the workplace and outside working 

hours e.g. rotating seating arrangements in the work canteen and free meals after work on a 

Friday. 

 

Esteem needs 

 

Management should recognise the employee’s efforts and praise them when necessary. The 

firm could promote staff as a reward for their efforts and offer them visible rewards e.g. a 

bigger office. They should also be included during the decision-making process. 
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Self-actualisation 

 

Management should recognise that workers are the best at what they do and have reached the 

pinnacle of their career. These employees should be encouraged to train and develop new staff 

and be rewarded for doing so. 

 

 

 

 

 

Theory two 

 

McGregor a psychologist based his theory on his studies of human behaviour. He put together 

two contrasting types or worker. It is based on the perceptions that managers have of their 

employees. 

 

Theory Y is a participative style of management which “assumes that people will exercise self-

direction and self-control in the achievement of organisational objectives to the degree that 

they are committed to those objectives”. It is management's main task in such a system to 

maximise that commitment. 

 
Theory X assumes that individuals are lazy, and  work-shy It always has a ready-made excuse for 
failure—the innate limitations of all human resources.   



BUSINESS 

 

Philip Curry – LC Business 2021 Page 68 
 

McGregor Theory X and Theory  

 

He says that all workers can be categorised. 

 

 

Theory X features Results 

• Dislike work   • Discourages new ideas 

• Have no ability • Quality suffers 

• Should be tightly controlled • Labour turnover is high 

• Threats and coercion are used. • Profits suffer 

• Any manager dealing with Theory X 

people is a controller 

• Disinterested staff. 

  

  

 

Theory Y Results 

• Like work • Encourages Intrapreneurship 

• Very able workers • Quality is key 

• Can be loosely managed • Happy workforce 

• Staff are encouraged • High profits 

• Managers are facilitators • High productivity 
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CHAPTER 6  COMMUNICATIONS 

 

 

 

This section has appeared every year so far. It is part of unit 3 and is a management skill but may 

appear anywhere on the paper. Questions on reports and memos tend to link with questions on 

a variety of topics. 

 

 

 

 

 

 

 

 

 

Definition: 

 

Communication is the exchange of information between people. There is a sender and a 

receiver involved and it is important that the message sent is fully understood. The most 

common types are verbal, written, visual and electronic. Managers spend about 75% of their 

time communicating and poor communications is a major cause of conflict. Good 

communicators make better managers. 

 

 

 

 

 

 

 

 

TYPES OF COMMUNICATION 
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1 Verbal communications–by using spoken words. 

 

Advantages Disadvantages 

● Quick method ●   Often no record of the message exists 

●   Problems can be explained ● Poor listeners 

● Facilitates questions on the spot ● Bad timing 

 

● Feedback is instant. 

 

2 Written Communication: fax, email, letter, memo, report. 

 

 

 

Advantages 

 

● Permanent record of message 

 

● Useful for misunderstanding 

purposes 

 

● More time is available for reading. 

 

● Technology speeds up written 

communication 

 

 

 

Disadvantages 

 

● Feedback is slower. 

 

● Not every message is suitable. 

 

● Reading disabilities are common. 

 

● Written communication can be difficult to 

manage (paper files – database) 
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Visual communications
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These are images that are perceived by a target group. 

 

These methods are used with verbal and written methods, and it greatly improves the 

presentation of the details. It allows chunks of data to be communicated in a more user-

friendly way. It conveys powerful conscious and unconscious messages. 

 

 

Tables 

 

Main Trading Partners          2008 €m 

 Imports Exports 

Great Britain and Northern Ireland 19,174.0 15,860.6 

Other EU Countries 17,341.4 37,955.2 

USA 6,740.5 16,655.7 

 

Rest of World 14,176.7 15,874.6 

   

Total 57,432.6 86,346.1 

 

ii) Bar Chart 

A series of bars represents the data and is useful for monitoring progress over time For 

example 

 

 

 

 

 

 

 

 

 

iii)  

iv)  
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v) Pie Chart 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

iv) Line Graph 
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Breakeven chart 

BIG CALCULATION QUESTION IN UNIT 5 

 

 

 

 

 

 

 

 

 

 

Pictogram 

 

 

 

 

 

 

 

 

 

 

 

Most students have little difficulty in the drawing of the diagrams. However, always put 

headings on the diagrams, label the lines and use a ruler. 
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The importance of good communication 

 

The message received must be exactly equal to the message that was sent. 

 

Clear instructions 

Managers achieve work through people. Good communication is necessary when giving clear 

instructions to subordinates to achieve the objective of providing a high quality good or service at 

minimum cost without sacrificing quality. 

 

Employee morale 

Good communication means that fewer labour days are lost as there would be a good Industrial 

Relations climate in the firm. A good two-way communication process improves morale and 

reduces conflict in the workplace. Employee satisfaction usually improves customer satisfaction. 

This means that a manager has achieved his original objectives. 

 

Suppliers 

The firm will always have adequate supplies of raw materials if it maintains proper communications 

with suppliers. This means that delays are avoided, and finished goods are completed on time and 

therefore satisfying the consumers’ needs and wants. 

 

Customers 

Clear information and a swift response improve the firm’s relationship with the consumer. This 

improves the ability to satisfy their needs and wants. It also is essential in conflict with the 

customer cases. 
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The principles of effective communications 

VERY IMPORTANT SECTION 

 

1. Eliminate noise. 

Noise refers to any outside interference which distorts the message. 

The message sent should equal the message that is received e.g. poor mobile network 

coverage distorts the voice. 

 

2. Ensure source credibility. 

The sender must have suitable status and respect in the eyes of the receiver. People place greater 

trust in messages from the correct source (In a school situation half day granted by the Principal 

carry more credibility than rumours of half days spread by your friends) 

 

3. Make correct assumptions. 

It is important that the sender knows the target audience and their limitations. The sender should 

be aware of the audience’s likes and dislikes. 

 

4. The climate of the organisation 

The atmosphere that exists between management and staff has a major bearing on the 

communications structure. Autocratic managers will communicate in an atmosphere of fear 

and mistrust. 

 

5. Suitability of method 

Firms should always use the correct medium and ensure that it is appropriate for the given 

message e.g. a worker about to be made redundant should be told in person. 

 

6          Plan the message 

 Thesender must be clear in their own mind exactly what message that they are trying to 

convey. The message should be clear, brief and feedback that the message was fully understood 

should be obtained. 

 

 

 

 



BUSINESS 

 

Philip Curry – LC Business 2021 Page 77 
 

COMMUNICATION CHANNELS 

 

Downward 

The information is being sent by the superior to the subordinates and usually takes the form of 

instructions explanations or orders (autocratic) This channel should be used to help the subordinate. 

 

Upward 

The information is being sent by the subordinate and could be complaints, suggestions, or 

reports. It is important that such information is not ignored and acted upon in the immediate 

future. 

 

Horizontal (lateral) 

As part of the coordination process people at the same level of the chain of command will 

exchange information daily. 

 

Formal 

The communication is based around a formally organised event such as a meeting or 

conference whereby communication is based around a list of topics called an agenda. 

 

Informal 

Communication channel which can be dangerous in an organisation as the message is often 

distorted. E.g. conversations over lunch or in the pub after work. 

Barriers to effective communications 

IMPORTANT FOR THE EXAM 

● This really means the reasons why 

MESSAGE SENT ≠ MESSAGE RECEIVED 

 

The main barriers to effective communications are 

 

Noise 

This means any outside influences which cause the message to be distorted i.e. 

Message sent ≠Message received. 
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Language the use of jargon/over-complicated, unfamiliar and /or technical terms.  Need to choose 

language appropriate to the audience. Short clear sentences, visual supports. 

 • The medium chosen must be appropriate to the message been given. The medium should match 

the formality of the communication. o Ensure the medium is correct considering the need for 

feedback (telephone call) and proof that the recipient has received the message.  

• Timing (Wrong time/inadequate amount of time). o Messages must be delivered at the correct 

time. Emails outside work may not be read. Messages which arrive near the close of business may 

be ignored. 

 • Unclear Organisational Structure. If the structure of the organisation is too hierarchal it may lead 

to distortions and the message not being transferred correctly. o Ensure the message is delivered 

directly to the recipient. 

 • Information Overload. Too much information being transferred at once will result in confusion. 

Too much detail can overwhelm the audience. o Messages should be clear and concise.  

• Lack of feedback. This will result in queries not being answered and confusion among receivers. o 

Build in a feedback mechanism into the process. 

 • A lack of trust between the parties acts as a barrier to effective communication. o Build long term 

ethical relationships to ensure a trusting relationship exists. Use communications training to 

overcome all the barriers.  

Factors to be considered when choosing a correct form of communications. 

IT IS WISE TO REFER TO STAKEHOLDERS IN THIS SECTION 

Appropriate Language/Clarity (E.g. stakeholder, the consumer) 

If the language is too technical or too difficult for the customers to understand then the message 

may be misinterpreted. The business needs to choose language appropriate to its audience. In the 

case of customers, short clear sentences and visual supports etc. may be suitable for product 

assembly e.g. flat packs. 

 

Confidentiality/Safety (E.g. stakeholder, the employee) 

The medium chosen must be appropriate to the message been given. If the message is sensitive 

for the stakeholder e.g. terminating the employment contract of an employee, then a meeting 

would be more appropriate than a letter or an email. 
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Cost (E.g. stakeholder, the manager) 

The expense of the communication process is a very important factor. A CEO communicating with 

his managers worldwide may choose to hold a virtual meeting to cut down on travel and 

subsistence costs. 

 

Urgency/Speed/Destination (E.g. stakeholder, the supplier) 

If a crucial piece of information must be communicated instantly to a supplier, then a phone call, a 

text or email may be appropriate e.g. to arrange a change in delivery times. 

 

Feedback/Accuracy/Record (E.g. stakeholder, the Government) 

The business may be looking for feedback to take further action. Communication with the revenue 

commissioners may require regular correspondence and written records and, in this case, business 

letters and email can provide formal evidence of the feedback process, eliminating 

misunderstandings. 

 

Meetings 

 

● This is a very common source of communication used by all kinds of organisations form 

Bank of Ireland plc to Templeogue Lawn Tennis club. 

● The sharing of views and the gauging of reaction 

People at the meeting can react quickly. 

● To receive information and to clarify points. 

● To plan for the forthcoming year 

The members can agree a draft list of items to be achieved in the year ahead. 

● To make alterations based on previous weaknesses 

● To coordinate the organisation towards implementing a common thinking pattern. 

 

Types of meetings. 

 

Annual General Meeting (AGM) This is a meeting held once a year and attended by the directors 

and shareholders of the company. 

 

The main functions of the AGM are as follows. 
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 The shareholders elect a board of directors. 

 

 The shareholders appoint auditors. 

 

 The chairperson gives a report on company performance. 

 

 The auditor’s report presents the accounts. 

 

 Shareholders have an opportunity to question directors in public on company policy. 

 

 Declare a dividend. 

 

 

Extraordinary General Meeting (EGM) 

 

This is a meeting of the shareholders and company directors held to discuss a matter of urgency that 

cannot wait until the next AGM. There is no other matter discussed at this meeting. 

 

 Board Meetings  

These are meetings of the board of directors and are usually held monthly. Progress and 

performance are discussed, and tactical and strategic plans are formulated. Problem solving is a key 

function of board meetings. 

 

 

Statutory Meeting 

 

This is the first meeting of company shareholders. Its objective is to inform the shareholders about 

the affairs of the company A statutory meeting is held once only in the whole life of the company. A 

statutory meeting is held by every limited company. The meeting should be held within the 

prescribed period mentioned in the company ordinance. 
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Ad Hoc meeting 

 

A meeting that takes place at short notice to discuss a matter that requires attention and that 

has arisen unexpectedly. 

People at meetings 

 

A chairperson should be a tactful, pleasant, impartial person with a good working 

knowledge of the rules of the organisations. 

DO NOT OVERLAP THE POINTS BETWEEN CHAIRPERSON AND SECRETARY 

Duties of the Chairperson 

 

● To ensure that the meeting is conducted in an orderly fashion. 

● Sets the agenda – (list of items to be dealt with at the meeting). The 

Agenda should be relevant to those at the meeting. 

● Open the meeting – ensure a quorum is present – (minimum number of people 

present to make a meeting legal). 

● Ensure that the agenda is adhered to. 

● Ensure standing orders are adhered to – these are the rules that govern how a meeting is 

to be conducted. Allows speakers from the floor; and ensures that they keep to the point. 

● Carries out voting and holds the Casting vote in the event of a tie. This means that the 

Chairperson can vote to break a tiebreak at a meeting. 

 

The secretary 

 

• sends out the notice and agenda to all those who are entitled to attend. This should be sent 

out in plenty of time giving members or shareholders time to prepare for the meeting. 

• The secretary arranges a suitable venue ensuring that essential resources such as 

refreshments, audio-visual equipment and seating plans are in order. 

• The secretary informs the meeting of important correspondence and documents received 

by the organisation. 

• The secretary assumes the role of minute’s secretary. This involves reading the minutes of 

the previous meeting and having them approved and then signed by the chairperson. It also 

Chairperson v Secretary

answer must be in words
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involves taking notes so that the minutes of the present meeting can be written up 

accurately later. 

• The secretary assists and advises the chairperson on points of order, information etc. during 

the meeting. 

 

Useful definitions re meetings 

 

Minutes A brief written record of what was discussed at the previous meetings. They are 

read out at the next meeting and voted upon by those present. 

 

Agenda A list of the topics to be discussed at a meeting as agreed by the chairperson and 

the secretary. 

 

Quorum is the minimum number of people which must be present at a meeting to make 

it legal. The quorum is contained in the rules of the organisation. 

 

Notice 

This givesthe members information such as type of meeting, name of the organisation, the 

time, day, date and venue. It is sent out to the members by the secretary. 

 

Many marks are lost as students ignore the layouts and structures in this chapter. 

Sample Notice for the AGM of a Limited Company 

The AGM of Molloy Ltd will be held at 3pm on Tuesday 3rdof December 2005 in the Raftery Hotel, 

Balla Co. Mayo for the following purposes, 

AGENDA 

• To consider the accounts for the period ending June 30th2005 

• To hear the Directors report 

• To hear the Auditors report 

• To elect Directors To appoint Auditors To declare dividends. 

• AOB 

 

SAQs

Any other business



BUSINESS 

 

Philip Curry – LC Business 2021 Page 83 
 

 

 

4 Main Street 

Balla 

Co Mayo 

 

Notice of AGM Season 2008/2009 

 

Please be advised that the Annual General meeting of Clondalkin RFC will take place on 

Wednesday May 27th, 2009, at 8 p.m. sharp at the Clubhouse, Gordon Park, Kingswood. 

Conor Steed, Hon. Secretary 

 

MEMO 

 

Used to convey a short-written message to an individual or to a group of people. It should contain 

To, From, Date, re (what the memo is about) and a Body which should be kept short and to the 

point. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Reports 
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A report is a written account of the findings after an investigation is carried out into a 

specific matter. 

Students should know, 

• The sections of the report 

• What is contained in each section. 

• How to write a report 
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Sample formal report 6 HEADINGS NEEDED   

Title The staff absenteeism report of Bob’s bakery  

Names The report was compiled by J Jones HR manager and P Brady production 

 manager   

Table of contents   

Section 1 Executive summary Section 3 Page 8 

Section 2 Terms of Reference Section 4 page 9 

 

Executive summary 

 

● Absenteeism is more common among operatives than supervisors and office staff. 

 

● Customer satisfaction has disimproved in the past 12 months. 

 

Terms of Reference 

 

The purpose of this report is to 

 

● Examine the daily attendance records. 

 

● To examine the causes of absenteeism 

 

● To make recommendations to improve productivity and attendance. 

 

Procedure 

 

The team met on 4 occasions and gathered information from staff records and by 

interviewing all staff. 

 

Findings 

 

● Monday is the day with worst attendance. 

 

Instructions
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● Late nights, excessive alcohol use, and general indifference are the main causes. 

 

● The workers feel threatened by the managers and lack motivation and interest in their jobs. 

 

Recommendations 

 

The following courses of action should be taken. 

 

● A grievance procedure put in place immediately. 

 

● An overhaul of our reward system with bonuses for productivity and full attendance 

 

● Training courses for all managers 

 

Acknowledgements 

 

The report team would like to thank all employees for their full cooperation and the Irish Bakers 

Federation and Central Statistics Office for their help. 

 

Appendices 

 

List of daily absentee figures up to 1/10/2005 from 1/1/2000. 

 

 

 

 

 

Democratic/facilitator/Theory Y
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In the exam you will be given enough information to start the report e.g. To, From, Date and 

Terms of Reference it may be necessary to make up the information under some of the headings. 

 

Terms of Reference 

 

This refers to the purpose for which a report has been commissioned by the person who wishes 

to avail of the findings of such a report. The writer of the report should keep within the 

parameters of these terms to ensure that the report is accurate. 

 

 

Letters 

 

The standard letter involves knowing the correct layout and being able to include course 

material within that letter. In the sample below from the 1999 Higher level paper the student 

had to know the layout but also had to be able to write about management characteristics. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Definition in SAQs

LIMITS

LAYOUT
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AC Consultants 

 

Main Street 

 

Templeogue 

 

13/10/05 

 

Ref: JW7 

 

Mr Manager 

Yeats Limited 

Fr Griffin Rd 

Galway 

 

 

 

Re Management Characteristics 

 

Dear Sir, 

 

The following are the characteristics to be looked for when interviewing candidates for 

management positions. A successful candidate would have these management characteristics. 

 

Decisiveness 

Managers must have the necessary ability to act quickly in a given situation. 

 

 

Self-Motivation 

Managers must be driven by their own ambition and must be self-starters. 

 

Self-belief 

Managers must have confidence in their own ability and willing to achieve success. 

 

Guiding Headline

Name and explain
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Hard working 

Managers must be willing to set example by working long hours, especially when dealing with 

awkward problems. 

 

I hope you find the above information useful. 

 

Yours sincerely 

 

__Terry Fahy_____________________ 

 

Terry Fahy HR 

Consultant 
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Question 5 

(A) Draft a business letter from EXON Insurance PLC to Bianua Ltd, using today’s date, identifying 

the possible business risks and the appropriate types of insurance policy for Bianua Ltd. (20 

marks) 

 

 

EXON Insurance PLC 

 

(Address, Telephone No, Email, Directors etc.) 

 

Your ref: 

 

Our ref: 

 

Date 14/06/’12 

 

Bianua Ltd 

(Address) 

 

 

 

RE: Business risks and the appropriate types of insurance policy for the company. 

 

 

Dear Mr. /Ms.… 

The following is a list of possible business risks and the appropriate types of 

insurance policy for your company. 

 

The risk of structural damage to the factory, warehouse, or office building. Buildings 

Insurance – provides protection against loss or damage to the structure of the building 

caused by fire, flood, or storm. 

 

The risk of damage to stock, raw materials, components etc. 

LCHL 2012

Must talk about the specific risk and relevant policy

RISK and POLICY
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Contents insurance – provides protection against loss or damage to contents caused by 

burglary, fire, or flood. 

 

The risk of being involved in a road traffic accident. 

 

Motor insurance – it is compulsory by law to have third party insurance. Other 

policies include Third Party Fire and Theft and Comprehensive. 

 

The risk of losing an important member of staff Key Person Insurance – protects the 

business against the loss of a valuable staff member. 

 

The risk of a customer injuring themselves while on premises. 

 

Public Liability Insurance – protects the business against claims made by the public 

because of accidents while on site. 

 

The risk of a worker injuring himself while carrying out his job. 

 

Employer Liability Insurance – Covers the business against claims made by 

employees because of accidents in the workplace. 
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The risk of having cash or stock being stolen by an employee. 

 

Fidelity Guarantee Insurance – Protects the business against dishonesty or fraud 

committed by an employee. 

 

The risk of the company’s products being harmful to the public. 

 

Product Liability Insurance – Protects the business in the event of a customer making a 

claim because of defective products that may have caused harm. 

 

Others: Goods in Transit/Consequential Loss. 

 

I look forward to hearing from you. 

 

Yours faithfully 

 

___________________ 

 

Signature 

 

Position Held 

 

Enc. 

 

 

 

 

 

 

 

 

Link this letter with the insurance chapter which we will cover soon
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Communication and Information Technology 

Information Technology 

 

● Is the use of science, which recognises the importance of information and the use of 

scientific inventions to process and store that information? 

 

● It affects the speed and quality of information and now involves worldwide links. 

 

● Decision-making has been improved as there is better more up to date information. 

 

● The traditional hierarchy and chain of command has altered over time to a flatter 

structure. 

 

● There is no longer a dependence on geographical proximity as meetings and contacts can 

be worldwide. 

 

 

 

If you need to speak with an employee who is travelling in another country or you need to 

communicate with your supplier halfway around the world, technology such as email and texting 

allows you to do so instantaneously. Urgent messages can be communicated rapidly and 

effectively using different technologies, including Skype and smart phone technology. 

EDI (Electronic Data Interchange) 

 

greatly facilitates communication in a global market. Document transfer, automated stock 

ordering, details of trading figures etc. can be transmitted globally in a matter of seconds. 

 

Professional networks like LinkedIn 

have revolutionised the way businesspeople communicate with each other. The Internet including 

social network sites such as Facebook and business networks such as LinkedIn have facilitated the 

global marketing of companies. Network advertising, company websites and electronic payment 

have allowed global ecommerce to flourish. 

Do not hide technology name in the middle of a paragraph

Next chapter
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Intranets or Local Area Networks (LAN’s) 

allow employees within the organisation to communicate with each other much more efficiently. 

Files can be sent quickly, and paperwork is kept to a minimum. Workers have no longer to be on 

site to communicate efficiently. 

 

Skype and virtual meetings/video conferencing 

allow workers to enjoy flexi time, work from home and communicate, cutting down on the 

costs associated with live meetings. 

 

CAD (Computer Aided Design) 

 

Had revolutionised the design process, making it much easier and faster to develop new 

products, and allowing companies to react quickly to customer requests and needs. Allows 

designs to be saved, changed, and reworked without starting from scratch. A product designed in 

one country can be sent electronically to another country to be tweaked by local designers to 

make it better suited to local tastes. 

 

 

ISDN (Integrated Services Digital Network) 

uses telephone lines to communicate, transmit and receive digital information. File transfer, 

teleworking, video conferencing, email etc. allow vital information to be transferred anywhere in 

the world. This greatly assists management planning, organising and control and facilitates effective 

decision-making Automated stock control systems/design technology/

Microsoft Teams/ Zoom

SAQ 2021
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Data Protection Acts 1988 and 2003  

The Data Protection Act 1988 has been supplemented by the Data Protection Act 2003. Anyone 

has the right to find out. 

(i) If an organisation holds personal data about them and, if they do,   

(ii) To apply for a copy of their personal data.  

The Data Protection Commissioner aims to make sure that an individual’s rights are being upheld 

and that data controllers respect data protection rules.  

From 25th May 2018 the General Data Protection Regulation (GDPR) replaces current data 

protection laws in the European Union.  

The new law gives individuals greater control over their data by setting out additional and more 

clearly defined rights for individuals whose personal data is collected and processed by 

organisations. The GDPR also imposes greater obligations on organisations that collect this data.  

Personal data is any information that can identify an individual person. This includes a name, an ID.  

number, location data (for example, location data collected by a mobile phone) or a postal address,  

online browsing history, images or anything relating to the physical, physiological, genetic, mental,  

economic, cultural, or social identity of a person.  

The GDPR is based on the core principles of data protection which exist under the current law. 

These principles require organisations and businesses to:  

▪ collect no more data than is necessary from an individual for the purpose for which it will be used  

▪ obtain personal data fairly from the individual by giving them notice of the collection and its  

specific purpose  

▪ retain the data for no longer than is necessary for that specified purpose  

▪ to keep data safe and secure, and  

▪ provide an individual with a copy of his or her personal data if they request it.  

 

Under the GDPR individuals have the rights to:  

▪ obtain details about how their data is processed by an organisation or business,  

▪ obtain copies of personal data that an organisation holds on them,  

▪ have incorrect or incomplete data corrected,  

▪ have their data erased by an organisation, where, for example, the organisation has no legitimate  

reason for retaining the data,  

▪ obtain their data from an organisation and to have that data transmitted to another organisation  

Popular exam topic
PRIVACY ISSUES

SAQ

We are data subjects

Data controllers
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(Data Portability),  

▪ object to the processing of their data by an organisation in certain circumstances.  

 

Organisations and businesses collecting, and processing personal data are required to meet a very 

high standard in how they collect, use, and protect data. Very importantly, organisations must 

always be fully transparent to individuals about how they are using and safeguarding personal 

data, including by providing this information in easily accessible, concise, easy to understand and 

clear language.  

For organisations and businesses who breach the law, the Data Protection Commissioner (DPC) is  

being given more robust powers to impose sanctions including the power to impose fines. Under 

the new law, the DPC will be able to fine organisations up to €20 million (or 4% of total global 

turnover) for the most serious infringements.  

The GDPR will also permit individuals to seek compensation through the courts for breaches of 

their data privacy rights, including in circumstances where no material damage or financial loss has 

been suffered.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Helen Dixon



BUSINESS 

 

Philip Curry – LC Business 2021 Page 97 
 

CHAPTER 7 – MANAGEMENT ACTIVITIES 

SOMETHING FROM THIS CHAPTER IS ASKED EVERY YEAR 

 

This Chapter looks at a key part of unit 3 which is examined every year in some shape or form. 

Students should be able to distinguish between Management Characteristics, Skills and Activities 

(covered here). 

 

Delegation is linked to Leadership (Skill) and to Organising (Activity). 

 

Previously an example of delegation was awarded 5 marks in the exam just because the question 

asked to illustrate. 

 

The main diagrams are the line organisation structure and the matrix structure, and it is worth 

noting that these diagrams are usually marked 10 pieces of information at 1 mark each. 

 

Planning (Case study printing company) 

 

Planning is the setting out of specific goals and objectives for the business; it involves the 

putting in place of strategies that allow you to achieve the stated goals and objectives. 

Planning ensures that a firm considers its future and how it will achieve continued success. 

 

Planning gives a firm purpose and direction and reduces risk and uncertainty.  

 

SWOT analysis is an initial step in the planning process. The aim of a firm is to play to its 

strengths and opportunities while seeking to minimise the impact of weaknesses and threats. 

 

Mission Statement: This is a visionary statement outlining who the business is, what the 

business does and where the business is going e.g. EducaPrint Ltd is a business publishing 

schoolbooks and eBooks in Ireland. The mission statement would give an insight to the 

stakeholders into the core values and culture of EducaPrint Ltd. 

 

Strategic Planning:  

This is long term planning covering a period of five years or more. It is usually drawn up by 

senior management and it outlines how the long-term goals of the firm are to be achieved e.g. 

BEWARE OF THE TYPES OF CONTROL

POCA

AUTHORITY

ABQ 2021

Course of action

Linked to planning

1

2

LCM POC

is a memory technique

TYPES OF PLANNING

Admin
Highlight

Admin
Highlight
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EducaPrint Ltd may decide to expand its successful business model into the UK publishing 

market. 

Tactical Planning: 

This is short-term planning which breaks the strategic plan into shorter more manageable 

periods. It deals with the ‘now’ part of the plan. It is usually drawn up by middle 

management e.g. EducaPrint Ltd might attempt to target a new group of customers next 

year. 

Contingency Planning: 

This is backup planning to cope with emergencies/ unforeseen events and unexpected 

circumstances. Contingency plans benefit EducaPrint Ltd by preventing disruptions to business 

and thereby preventing loss of profits and possible business collapse e.g. EducaPrint Ltd may 

have alternative suppliers of paper available for its traditional print books

Operational plan
• This is a plan outlining the goals or objectives to be
achieved on a daily or weekly/monthly basis.

3 1-2 years

4

Operational Planning5

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight
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ALWAYS LINK THE PLANNING TYPES TO THE BENEFITS 

Benefits of planning 

 

● It improves coordination. It links all the various people in the organisation towards 

achieving the firm’s goals. This helps to prevent the duplication of tasks and reduces levels 

of conflict. 

 

● It includes the views of all employees and plans have been agreed. It is the best method 

available of achieving objectives. As employees are included at the planning stage, they will 

stick to the plan. 

 

● It pinpoints underlying problems. As a plan maps out the firm’s future it forecasts future 

events and helps the firm to pinpoint problems e.g. cash flow problems, stock shortages. 

 

● It facilitates the controlling process and allows managers to track progress in various areas. 

 

Principles of Planning 

Decide on goals and objectives. 

 

These are the purpose of the plan and should be clearly defined e.g. the firm may wish to 

increase its market share by 25% by the end of the year. 

 

Carry out research. 

 

The firm should gather as many facts, figures, and information as possible as this gives them 

a better chance of success e.g. market research. 

 

Improve coordination. 

 

This links together the various aspects of the organisation to achieve a common objective. This 

reduces conflict and prevents the duplication of tasks within the organisation. 

 

Carry out a SWOT analysis. 

 

5 TYPES

MS/S/T/C/O
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The firm should examine its strengths, weaknesses, opportunities, and threats. 

 

o Strengths e.g. location 

 

o Weaknesses e.g. obsolete machinery 

 

o Opportunities e.g. serving a green market. 

 

o Threats e.g. new government legislation 
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Plans should be flexible. 

 

There should be provision for change and modification due to different circumstances e.g. poor 

weather conditions would affect the apple crop as well as the demand for cider. A drinks 

company would then focus on a brand that is not as dependent on warm weather e.g. lager. 

OBJECTIVES 

 

These are what the firm is trying to achieve. They are agreed before the firm decides on a 

policy. A policy is the means of achieving the objectives. 

 

Rules on objectives     

They should be     

 Specific  this means clearly defined e.g. to increase sales 

 by 10%    

 Measurable  this means quantifying our targets e.g. 

 reduction in tons of waste 

 

 

Achievable we should set objectives at the optimum level 

 which is neither too high nor too low. 

 

 

Relevant  There must be mutual benefits for individuals as 

 well as the organisation and the objectives must “fit” e.g. more 

 profits mean bigger bonuses. 

 

 

Timed  All objectives need an optimum timeframe to 

 measure progress. Objectives should not be open-ended. 

 

 

ORGANISING 

 

Organising is the management activity that usually follows planning. And it involves the 

assignment of tasks, the grouping of tasks into departments and the assignment of authority 

and allocation of resources across the organisation. 

------------------------------------------------------------------------------------------------
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This is an agreed means of using resources so as best to achieve our objectives. Traditional firms 

used a chain of command based on the army with several layers, but modern firms have 

delayered the system into project teams on an equal footing. 

It is important because; 

 

It makes it easier to achieve objectives. 

A well organised firm will have a leader guiding the subordinates in the right direction. The firm will 

constantly aim towards achieving specific objectives. 

 

Better staff morale 

A well organised firm has less conflict and good morale. 

This in turn boosts customer relations and sales and profits. 

 

Reduced costs. 

A well organised firm is more efficient, and resources are used wisely. Staff are arranged around 

plans and must obey certain controls. This reduces waste and costs. 

 

Types of structures. 

Line organisation 

 

Is divided up into traditional departments based on a chain of command with the most important 

(Chief Executive) at the top and the least important (operatives) at the bottom. These workers 

contribute directly to the production process. 
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Geographical 

 

Departments are divided based on geographical areas e.g. Stena Line Ferries has three 

geographical departments. 

 

 

Product 
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Line V Staff workers 

 

The introduction of specialists has given rise to STAFF workers who assist LINE workers by giving 

advice e.g. 

 

● Human resources manager 

 

● Health and safety officer 

 

● Accountants 

 

● Legal people 
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Discuss the benefits of a functional organisational structure in a business. 

In the functional organisation, each job/function becomes the focus point. Similar function-

based jobs done by the employees are put together (responsibilities divided according to 

functions). 

Specialisation is centralised in each functional area and employees who are doing these 

specialised jobs are clustered together. 

The functional areas will have personnel with varied skills, but those skills are grouped on their 

similarities. 

The people who have identical skills can be grouped easily and they can be placed in 

separate units. 

All salespeople are grouped together, all production people likewise etc. Tasks are carried out 

more efficiently as assignments are consistent with training of everyone in his/her unit. 

Employees tend to learn from each other and support each other since those with the same set of 

skills are grouped together. 

The chain of command is linear. The chain of command is the line/path on which 

orders/instructions and decisions are passed down from top to bottom of the hierarchy and 

feedback is passed back up. There is a clear structure to the organisation, and clear lines of 

authority exist. This improves coordination and motivation since employees know what is 

expected of them and when. There is accountability as someone is responsible for each section. 

Instructions flow downward along the chain of command and accountability flows upward. This 

releases top management from micromanaging operations, so that they can focus on the overall 

strategy of the business. It helps create a clear communication line between the top and bottom 

of the business. 

Specialisation is centralised in each functional area, thereby building up skills and expertise. 

Employees tend to learn from each other and give support to each other. 

 

Firm is divided into departments based on what people are qualified to do

Admin
Highlight



BUSINESS 

 

Philip Curry – LC Business 2021 Page 106 
 

Matrix structure 

This was developed by NASA and recognises that for a project to be successful it needs 

committed people with a variety of expertise e.g. financial people, IT people, marketing 

people, HR people. 

BENEFITS 

This reduces levels of communication barriers. 

 

         It improves morale and job satisfaction. It improves quality and service. 

          It improves efficiency and reduces costs It reduces absenteeism. 

       Employees from a cross section of the organisation. 

It contains expertise drawn from different departments. A project leader acts as a facilitator 

for staff. 

 
          Increased intrapreneurship 

Employees from different departments working together generates new ideas for the 

business. /Different expertise and perspectives are brought to the project which 

encourages employees to be enterprising/ Teamwork is encouraged. 

 

 

 

CHALLENGES 

 

 

 Training/Staff Development required /Training costs involved for manager and staff which takes 

time to complete/ Productivity may decline in the short term/ Staff development may result as 

employees have greater knowledge and learn how the whole business operates/ Multi-skilled staff.   

  

 Duplication of duties may exist across several teams. Several teams may have a marketing 

manager, production manager. It is essential that each of these managers communicate to avoid 

conflicting approaches to projects.   

  

 Staff conflict/power struggles – staff may resist working outside of their own departments. /Staff 

may dislike working outside their comfort zones /Staff may view new ideas of others from other 

departments as a threat and there may be internal conflict/may be difficult for the project 

manager to manage staff from different departments.   
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Delegation (Can be linked to both Leadership and Organisation) 

 

Is the assigning of tasks among the subordinates by the superior and this is to improve efficiency 

e.g. the owner of a factory hires a production manager to oversee factory operations? The 

manager keeps responsibility. 

There will be a span of control which is the ideal number of subordinates under the instruction of a 

superior. 

Benefits of delegation 

 

It improves efficiency. 

The tasks are completed faster and more efficiently as the work is being shared among the group. 

It encourages intrapreneurship. 

The assigning of tasks encourages employees to be innovative within the business and more 

customers driven. 

 

 



BUSINESS 

 

Philip Curry – LC Business 2021 Page 108 
 

Good morale and motivation. 

Employees feel closer to the action in the firm and are trusted to work on their own and this 

results in greater productivity. 

Easier to manage. 

Managers can prioritise tasks that need their attention, thereby having more time for the 

completion of these tasks and for managing i.e. planning etc. 

 

 

 

 

Span of control 

 

 

 

 

 

 

 

 

 

Factors affecting the Span of control. 

 

Skills of manager 

The personality skills and attitude of the manager will affect the span of control as some 

charismatic managers can handle larger groups. 

 

Type of work 

If it is a simple task and involves unskilled labour, then the span can be large but if it is 

complex with greater interaction needed it should be narrow. 

 

The subordinates 

The education, commitment experience and expertise of those being controlled will have a major 

bearing. Highly trained motivated staff would be suited by a wide span, but inexperienced 

unmotivated staff would need a narrow span. 
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MUST USE THE ABOVE THREE POINTS ON SPAN OF CONTROL 

The more efficient and organized the managers are in performing their tasks, the better it is to 

have wide span of management for such organization.  

The less capable, motivated, and confident the employees are, the better it is to have a narrow 

span of management so that the managers can spend time with them and supervise them well.  

The more standardized is the nature of tasks, i.e., if same task can be performed using same inputs, 

the better it is to have a wide span of management as a greater number of subordinates can be 

supervised by a single superior. 

. There is more flexibility, quick decision making, effective communication between top level and 

low-level management, and improved customer interaction in case of wide span of management. 

 Technological advancement such as mobile phones, mails, etc. makes it feasible for superiors to 

widen their span of management as there is more effective communication. 

 

CONTROLLING 

Is comparing the results with the original plans and measuring performance. The firm must take 

corrective action to deal with deviations which are affecting objectives. 

The firm must 

● Set standards. 

● Compare actual results with plans. 

● Correct deviations 

● Learn from mistakes. 

 

There are several types, 

 

Stock control is tracking the levels of goods/raw materials in the business. 

 

Stock Control is concerned with keeping optimum stock levels so that a firm does not have too 

much stock or too little stock. 

 

Effective stock control means that you have the optimum level of stock/adequate stocks in your 

business to meet the needs of your consumers, while at the same time keeping them to a 

minimum. 
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Optimum stock levels lead to efficiencies because you have the right stock, in the right place, at 

the right time to meet production requirements and satisfy consumer demand. 

 

Stock control can achieve efficiencies by eliminating the costs associated with carrying too much 

or too little stock i.e. high storage and administration costs resulting from too much 
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stock and production stoppages due to a lack of raw materials and components for 

production, and lost sales orders because of a lack of finished goods for sale. 

Quality Control 

Quality control is concerned with checking/reviewing/inspecting work done to ensure it meets 

the required quality standards of the business. 

It could involve physical inspections, quality circles etc. As part of a quality control system 

Effective Quality control leads to efficiencies in business because consistently high-quality products 

are being sold, resulting in repeat purchasing, consumer loyalty and the ability to charge higher 

prices. 

This eliminates rejects as early as possible in the production process e.g. if a fault is found in the 

flour it should not carry through to the finished loaf of bread stage. 

It reduces waste. 

It satisfies more customers as their needs and wants are satisfied by the bread and cakes It 

eliminates the causes of defects e.g. faulty oven. 

The firm may acquire a “Quality Mark”, which enhances the product’s status in the eyes of the 

customer. 

Credit Control 

Credit Control means controlling the amount of credit given to customers and the payment period 

given to customers. 

Good credit control ensures that payments are made in full and on time. 

It involves checking credit worthiness of customers, setting credit limit, credit periods and 

deciding on penalties for late payments. 

It seeks to minimise bad debts. 

 

Credit Control is tracking the levels of debtors in the business. 

 

This ensures that the firm deals with the right debtors and minimises bad debts e.g. 

uncollected debts would be minimised. 

It sets levels of credit e.g. €1,000 for any single customer. 

It sets time limits e.g. payment within 30 days. 

It needs a defined collection system 

It might offer incentives e.g. cash discounts for prompt payment. 

 

Financial Control/Budgetary Control 

 

DEBTORS

Bank reference/ Trade reference/Stubbs

Expense

written off
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The aim of financial control is to ensure overall business profitability and liquidity (ability to pay bills 

due). 

Financial control involves preparing Cash Flow budgets, ratio analysis, and employing cost control 

measures (e.g. utilities, wages etc.). 

These can provide an early warning of possible financial problems. 

Benefits of Controlling 

Controlling improves Goodwill. 

Quality lowers our costs and raises our standards and attracts customers. 

Controlling reduces waste. 

This reduces the cost of production and saves money. 

It allows the maximum use of resources. 

By keeping track of stock quality and credit we can build an efficient business. 

It helps to fix responsibility. 

If plans are not achieved the process allows the firm to pinpoint who is responsible 

Ten Hagen at Man United

Probability that the old customer will return

END OF UNIT 3
Q4 on LC 2023
Also be SAQs
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CHAPTER 8 – MONITORING THE BUSINESS 

 

 

 

 

 

 

 

THIS CHAPTER FEATURES EVERY YEAR 

 

FORMULA FIGURES ANSWER COMMENT 

 

 

 

This chapter deals with financial information and its uses. We will look at, 

 

1. Users of financial information. 

2. The Importance of financial information 

3. Profitability 

4. Liquidity 

5. Capital structure. 

6. Final accounts 

7. Limitations of ratios 

 

 

KEY AREAS 

 

PROFITABILITY 

LIQUIDITY 

CAPITAL STRUCTURE 

 

 

 

 

UNIT 4 Q5/6 NOT ABQ

6 Ratios in copy

FFA     C------Trend-----Ideal ==Theory

3 Ratios

2 ratios
1 ratio

Analyse
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Users of financial information 

 

Our managers 

They will worry about sales, expenses and cash flow and assets and liabilities. 

They will use the information to make the correct decisions. 

Shareholders 

They will look at the efficiency of the use of resources and will look at profits and dividends. 

They will look for retained earnings. 

Creditors 

These people give us goods on credit and expect to be paid on time. 

Banks 

They will analyse the risks in the firm and will look at collateral (security) and capacity to repay. 

Government 

The revenue commissioners will look at taxable profits and the company’s office will check for 

returns (filed) 

Competitors 

They will check on the performance of rivals. 

Employees 

They will look at profits with a view to future pay claims and will look at the firm’s long-term 

prospects. 

 

The Importance of Financial Information 

 

Liquidity 

We can use the information to pinpoint cash shortages and to analyse our ability to meet our 

short-term debts as they fall due. 

Profitability 

This is a measure of the efficiency of the organisation and Return on Capital Employed is the best 

guide and is compared with the return from risk free investments (2%) 

Capital structure. 

We look at the long-term financial makeup of the firm. We can look at the relationship 

between owners’ equity and debt from outsiders. 

Debtors 

We can look at trends and the average level of debtors who owe us money due to a credit sales 

transaction. 

 

own owe

investors

ROI

D:E
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Net value of the business 

This is the true worth of the business and is useful for borrowing purposes and planning. 

Filing accounts 

If the business is a company by law, it must file returns to the company’s office. 

SAMPLE FINAL ACCOUNTS 

Trading Profit and loss A/c 

Sales 
- Sales Returns = 
Less Cost of Sales 
Opening Stock 
Purchases 
- Purchases Returns  
Carriage In 
- Closing Stock  
Cost of Sales  
Gross Profit  
Less Expenses & Losses 
Discount Allowed 
Wages 
Bad Debts 
Carriage Out 
Light & Heat 
Phone 
Insurance 
Salaries 
Loan Interest 
Total Expenses  
= 
Add Incomes 
Rent 
Discount Received 
Total Incomes = 
Net Profit / Loss = 
 
BALANCE SHEET AS AT 31-12-20 
Fixed Assets 
Machinery 
Premises 
Fixtures & Fittings 
Vehicles 
= 
Current Assets 
Closing Stock 
Debtors 
Bank 
Light & Heat Prepaid 
Insurance Prepaid 
Rent Due 
= 
Current Liabilities 

Sales less Cost of Sales = Gross Profit

Gross Profit less expenses = Net profit

Type text here

List of assets and Liabilities
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Creditors 
Wages Due 
Salaries due 
Phone due 
Carriage in Due 
Loan Interest Due 
=  
WORKING CAPITAL = 
Total Net Assets = 
Financed By 
Capital 
Net Profit 
Loan 
Capital Employed = 
 

Limitations of ratios 

 

THIS QUESTION WAS ANSWERED VERY POORLY IN 2017 

 

Accounting policies 

The firm must keep the same accounting methods and standards from year to year. 

 

Seasonal factors 

Factors such as unusual weather conditions can distort the true picture within the firm. 

 

Industrial Relations climate 

A set of figures might disguise the fact that there are bad relations between employers and 

employees. 

 

Not comparing like with like 

If we compare two firms that are in the same industry the picture will be reasonably accurate 

 

 

 

 

 

Profitability 

 

Measures the efficient use of resources. 

 

bank overdraft
CA less CL

What do you not see when you look at the figures

Depreciation

Staycation venues

Knock Shrine

Official Strike

2 car companies
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Ratio 1 

 

 

 

The gross margin measures the efficiency of buying and selling transactions engaged by the firm. 

Ratio 2 

 

 

 

 

The net margin measures efficiency and our ability to control expenses.  

 

Ratio 3 

This ratio is the true profitability indicator because we measure net profit against all the capital 

invested in the firm. We compare this with the opportunity cost of the funds i.e. putting the funds 

on deposit in a bank. 

The balance sheet total is made up of Issued Ordinary Share capital + Retained Earnings + Long 

term Debt THIS RATIO IS ALSO CALLED RETURN ON INVESTMENT 

 

 

 

 

 

 

 

 

LIQUIDITY 

 

Is a measure of the firm’s ability to meet short term debts as they fall due. It 

measures cash flow. 

 

Need to know

ROI

See above
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Remember 

 

Working Capital = Current Assets  Current Liabilities 

Ratio 4 

 

 

 

 

 

Ideally this should be 2:1 which means that for every Euro that falls due in the short term we have 

two Euro to meet it. 

Ratio 5 

 
 

 

 LESS  

 

 

Ideally this should be 1:1 which means that for every Euro that falls due in the short term we have 

a Euro to meet it. 

Overtrading is a situation of negative working capital i.e. current assets < current 

liabilities. 

The business is carrying on too many activities given the amount of working capital 

available. It is unable to pay the following, 

 

● Employee wages 

● Utility bills 

● Creditors 

● Taxes. 

CAPITAL STRUCTURE 

The long-term capital is made up of (Issued Ordinary Shares + Retained earnings + Long Term 

Debt) 

1. Authorized Share Capital which is the amount the firm is allowed to have by law. 

NEVER USED IN CALCULATIONS 

2. Issued Share Capital is the number of shares that exist and have been paid for. 
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3. Money borrowed from outside the 

business (DEBT) 

 

We will categorize it into 

Debt: 

Debentures which are long term loans from outsiders (Bankers) which carry a fixed rate of 

interest. 

Equity 

is the capital invested by the owners, which is called Issued Ordinary Share Capital or profits kept for 

the future called retained earnings or reserves. 

 

The capital structure of a firm is measured using the gearing ratio. 

Ratio 6 

This ratio allows us to measure the relationship between money invested by owners versus 

money put in by outsiders. 

 

 

 

 

 

 

 

 

The debt/equity ratio is an analysis of the capital structure of the business. It indicates what 

proportion of capital is made up of long-term loans and what proportion of capital is made up of 

reserves and issued ordinary share capital. 

 

Dangers of High Gearing: 

● Fixed interest payments reduce profits, and this reduces dividends which would not please 

shareholders. 

● High debts and poor dividends will have a negative impact on the share price, and this 

also has an adverse effect on shareholders. 

● It will be impossible to get additional finance as there would be no further collateral 

available and the firm would be a poor risk. 

 

 

 

 

 

Low gearing means that debt < equity 

High gearing means that debt > equity 
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● High interest repayments eat up profits which could have been reinvested and this has a 

negative impact on the future of the firm. 

 

 

 

 

When is it OK for a firm to be highly geared? 

• If the company wishes to protect the control of the firm i.e. who makes the decisions (

remember issuing more shares dilutes control as the new shareholders each have a vote) 

• If the company borrows heavily and puts the debt to good use generating plenty of profits 

and cash, then it will have been worthwhile e.g. launching a brand-new invention. 

 

 

 

 

 

 

Spreadsheets 
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This is a software application package which allows the preparation of budgets, accounts, pay slips 

and breakeven analysis. It improves speed accuracy and efficiency of work and improves decision 

making in the firm. 

● It eliminates the boredom of doing repetitive tasks. 

● It allows sensitivity analysis, which allows us to change any figure at the push of a 

button. 

● It improves the storage of accounts and improves their presentation. 

 

 

 

 

 

 

 

Exam Questions 

Q6 A LCHL 2001 and 2004 

Discuss the importance of the following financial statements to the management of a business 

enterprise. 

• The Profit and Loss Account 

• The Balance Sheet 

(30 marks) 

Importance of a Profit and Loss A/C 

 

● This helps the management to measure the efficiency of the firm as it shows the Net 

Profit. 

 

● This is derived from Sales less Cost of Sales, which is the profit from the buying and 

selling of goods minus expenses. 

 

● Expenses are all the necessary items, which we must incur as part of normal trading 

e.g. light and heat, rent, advertising, wages etc. 
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● Net Profit shows the true profit made by the business and shows the effective use of 

resources by the management. 

Importance of the Balance Sheet. 

 

● This shows management a financial snapshot of the business at a given time and 

categorises assets owned, and liabilities owed. 

● It shows the firms permanent assets e.g. premises, vans, equipment etc. 

● It shows short-term good items, i.e. current assets e.g. stock, debtors, bank. 

● It shows short-term bad items, i.e. current liabilities e.g. creditors, bank 

overdraft. 

● We can use these to measure cash flow using the current ratio and the acid test ratio. 

● We can use the Finance By section to analyse the capital structure of the firm i.e. where 

the long-term finance came from. Issued Ordinary Shares and Reserves belong to 

owners, but long-term debt is provided by outsiders. 

Analyse the profitability and liquidity trends in Gracey and Co. Ltd., from the following figures for 

1997 and 1998. 

 

 

 1998 1997 

Current Liabilities     £ 9,400 £ 8,200 

Closing Stock        £ 8,200 £10,100 

Equity Share Capital  £85,000 £85,000 

Gross Profit      £58,250 £42,560 

Retained Earnings £ 17,100 £16,450 

Current Assets £13,500 £15,450 

Net Profit £13,500 £13,255 

Sales £141,500 £121,500 

 

Using the FFAC do the calculations for homework tonight in your copy and add in the comments 

below. 

The Gross Margin has improved from 35.03% in 1997 to 41.2% in 1998. This shows that the firm 

has improved the efficiency of buying and selling goods. 
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The Net Margin has fallen from 10.9% in 1997 to 9.5% in 1998. This shows that the firm is not 

controlling its expenses. 

 

 

 

 

 

The Current Ratio has fallen from 1.88:1 in 1997 to 1.44:1 in 1998. This is well below the ideal of 

2:1 and indicates a cash flow problem. 

 

The Acid Test Ratio has disimproved from 0.65:1 in 1997 to 0.56:1 in 1998. This is well below the 

ideal of 1:1 and shows that this firm cannot meet its short term debts as they fall due. 

 

 

 

 

CHAPTER 9 – HOUSEHOLD & BUSINESS TAXATION 

 

 

We will look at the implications of taxation on the household manager and the business manager. 

Taxation is a compulsory payment which is collected by the revenue commissioners on behalf of the 

Government. 

It provides much needed revenue for the government and allows them to provide essential services. 

Income tax 

This is the general term for tax on 

Pay as You Earn workers (PAYE) who receive an average weekly or monthly wage. 

People who work for themselves e.g. shop-owners, carpenters etc. who pay tax under the self-

assessment system. 

Private or Public limited companies (Ltd or plc) who pay corporation tax on their profits. 
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The PAYE system 

Workers who earn an average weekly or monthly wage usually for somebody else pay tax under this 

system. 

A person’s first tax form is called a P12 (form P12A) 

This acts as an application form for a tax-free certificate of tax credits. The person is also applying for 

a standard rate cut off point. It shows the nature of the employment and all the other various 

incomes. If the form is not filled properly or while it is being processed a person pays a penal rate of 

tax under emergency tax. 

A person’s tax-free allowance cert is now called a certificate of tax credits. This shows a 

person’s “tax credits” and the standard rate cut off point which is €36,800 for a single person. 

• The standard rate of tax is 20% The top rate of tax is 40%

• A tax credit reduces the amount of tax that a person pays. It is an allowance or

discount.

• The householder (worker) fills out the P12 and gives it to the businessperson.

• A single person has presently a personal tax credit of €1650 And a PAYE tax credit of

€1650

• A tax rate is the % charged on taxable income e.g.20% and 40%
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Audrey Stapleton is an employee at BAT Resources Ltd and earns a gross annual salary of €78,000 

Her employer provides her with a holiday voucher worth €2,000. This is treated as a 

benefit-in-kind for tax purposes and is taxed accordingly. 

The standard rate band for a single taxpayer is €32,800. (This means that the first 

€32,800 is taxed at the 20% standard tax rate, and the remainder is taxed at the higher 

tax rate of 41%.) Audrey has the following tax credits: 

Single Person Tax Credit €1,650, 

PAYE Tax Credit €1,650, and Rent 

Tax Credit €320. 

The Universal Social Charge (USC) rates on Audrey’s gross income are 2% on the first 

€10,036, 4% on the next €5,980 and 7% on the balance of her gross income. 

Audrey pays employee PRSI at 4% of her gross income. 

(A) Calculate Audrey Stapleton’s net monthly take-home pay. (20 marks)
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Tax forms 

From 1 January 2019, the P60 is abolished and replaced with an Employment Detail Summary, in line 

with PAYE Modernisation. From 2019 onwards, an Employment Detail Summary is available to 

employees through MyAccount. A P60 is a certificate of your employee's annual pay and deductions. 

P21 Now called Final statement of liability. 

• This is also known as the Balancing statement. 

• It is used when claiming a tax rebate. 

• It shows what the employee PAID versus what the employee should have paid.

• This may show an underpayment or an overpayment.

SUMMARY OF PAYE 

• Worker pays tax (after credits) to the employer who forwards it to the Revenue Commissioners.

• There are tax credits, rates, bands, and forms. 

• PAYE is deducted by the employer. 

• PAYE is paid by the employee (householder) and the worker lives in a world of “net pay”.

We will now look at other main taxes. 

Self-Assessment tax 

This applies to those people who don’t’ fit into the average weekly wage PAYE system e.g. doctors, 

shop-owners. 

Certain expenses are allowable to reduce income and an estimate called a preliminary tax is paid by 

October 31st. 

This system gives more freedom to the taxpayer but there are serious penalties for tax evaders.

A check called a tax audit is carried out to ensure that the self-assessment was accurate. 



BUSINESS 

Philip Curry – LC Business 2021 Page 130 

You can claim for the cost of the day-to-day running of your business to include items such as: 

• Purchase of goods for resale
• Wages, rent, rates, repairs, lighting, and heating etc.
• Running costs of vehicles or machinery used in the business.
• Accountancy fees
• Interest paid on any monies borrowed to finance business expenses/items.
• Lease payments on vehicles or machinery used in the business.
.

PAY RELATED SOCIAL INSURANCE 

  THE MAIN RATE IS 4% 

This is the term given to the collection of social contributions from employers and employees. 

It is collected through the PAYE system and pays for 

• Unemployment benefit

• Dental optical and maternity benefits

• Health service

• Education and training

Corporation Tax 

THE RATE IS 12.5% AND IS PAYABLE ON COMPANY PROFITS 

THE UK RATE IS 19% 

Companies pay Corporation Tax. This tax is charged on the company’s profits which include both 

income and chargeable gains.  

There are two rates of Corporation Tax: 

 12.5% for trading income unless the income is from an excepted trade* in which case the rate is 

25% 

 25% for non-trading income (e.g. investment income, rental income) 

Capital Gains tax 

PROFITS ON THE DISPOSAL OF ASSETS 

ALLOW FOR INFLATION ON ASSETS ACQUIRED BEFORE 2003 

RATE IS 33% 

Capital Gains Tax (CGT) is chargeable on gains arising on the disposal of assets, other than that part of a 

gain which arose in the period prior to 6 April 1974. Any form of property (other than Irish currency) 

including an interest in property (as, for example, a lease) is an asset for CGT purposes. 
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Rate of Tax 

The standard rate in respect of disposals is determined based on the date on which the disposal was 

made as follows: 

Disposals made: 

• from 6 December 2012 - 33%

The first €1,270 of an individual’s annual chargeable gains, net of allowable losses, is 

exempt. 

Capital Acquisitions tax 

 This is a tax on gifts and inheritances. A gift is from a live person. 

An inheritance is from a deceased person. 

The amount paid depends on the relationship between the giver and the receiver. 

The most favourable is the child parent relationship. 

The threshold level is €335,000 and no tax is payable. 

The rate is 33% 

Gifts and inheritances between spouses or civil partners are exempt. 

You do not pay CAT on a gift with a value of €3,000 or less from any one person in any one year. 

Deposit Interest Retention Tax 33% 

Deposit Interest Retention Tax (D.I.R.T.), at the rate of 33% (from the 1st of January 2020) is 

deducted at source by deposit takers (e.g. banks, building societies, Credit Unions, Post 

Office Savings Bank, etc.) from interest paid or credited on deposits of Irish residents. 

The above D.I.R.T. rate was: 

https://www.revenue.ie/en/gains-gifts-and-inheritance/cat-exemptions/small-gift-exemption/index.aspx
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VALUE ADDED TAX 

THIS IS A TAX ON GOODS AND SERVICES 

VAT is a tax on consumer spending. It is collected by VAT-registered traders on their 

supplies of goods and services effected within the State, for consideration, to their 

customers. Generally, each such trader in the chain of supply from manufacturer through 

to retailer charges VAT on his/her sales* and is entitled to deduct from this amount the 

VAT paid on his/her purchases. 

The effect of offsetting VAT on purchases against VAT on sales is to impose the tax on the 

added value at each stage of production – hence Value-Added Tax. For the final consumer, 

not being VAT-registered, VAT simply forms part of the purchase price. 

The top rate is 23% 

Universal Social Charge 

is a tax payable on gross income, including notional pay, after any relief for 

certain capital allowances, but before pension contributions 

Standard rates and thresholds of USC for 2022 

2022 Rate 

First €12,012 0.5% 

Next €9,823 2% 

Next €48,749 4.5% 

Balance 8% 
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CHAPTER 10 – HOUSEHOLD AND BUSINESS MANAGER 

FINANCE (MONEY) 

THERE ARE THREE CATEGORIES 

1) Long term = greater than 5 years (e.g. funds used to buy long term asset) NB MATCHING 

2) Medium term = 1-5 years (e.g. funds used to buy a van)

3) Short term = less than 1 year (e.g. funds to buy trading stock)

Note: we must always match our source with our need e.g. Mortgage to buy a 

house. It means choosing the correct timeframe for the finance. 

Long Term Finance 

Ordinary Share Capital – (Equity) 

• Shareholders are the owner of a company (Ltd / Plc)

• They have control of the firm– a say in how the company is run and make decisions.

• They are the risk takers.

• Their Return is called dividends.

• Last people to receive money if company goes bankrupt.

Retained Earnings / Ploughing back profits / Reinvesting profits in business. 

Profits are either given out as dividends or kept as retained earnings (future) Cheap 

source of finance. 

We have a better company in the future
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Long term Loan / Debentures 

• Carries a fixed rate of interest.

• Part of Long-Term debt

• Usually a need for collateral / security

• Full capital repayment needed.

Sale and Lease back  

Suits firms who are short of cash but have substantial amounts of fixed assets (property) 

i. Sell fixed asset to bank.

ii. Bank gives a cash injection.

iii. We lease premises from the bank (99 years)

iv. Rent is reviewed every 7 years.

v. We retain the use of the asset.

vi. Absorb value from a non-core asset of the business i.e. business

is to sell food (not to make money on property – leave that to

property companies) and therefore all resources should be

vested accordingly.

Advantages Disadvantages 

Cash injection Weakened balance sheet – loss of Fixed Asset 

We retain use of buildings Loss of collateral 

Tax benefits Appreciation benefits the bank 

Government Grants: 

 Government agencies such as Enterprise Ireland or Local Enterprise Offices 

could be approached for grant aid assistance to help purchase an asset. 

 Normally they are interest free and do not have to be repaid if used for their 

intended purpose. 
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Project Finance 

Groups of banks called a consortium make a large loan to a group for a major 

project e.g. Channel Tunnel / M50 / Power station (wind farms/ESB). Usually 

long-term projects of a risky nature. No repayment until cash begins to flow- 

High risk means high interest e.g. M50 and NTR. Money is lent on the basis of a 

future stream of cash-flows from the completed project i.e. money lent by the 

bank in June ’96 – project begins; work completed Dec ’00 – tolls start 

collecting and repay the loan to the bank at that stage. 

Mortgage – Long term loan secured by the deeds. 

 Life assurance 

 3.5 times rule – salary (rule often stretched based on bonuses, 

future salary potential) 

 Endowment mortgage – you don’t repay the loan, but you do put money 

into a fund and pay interest. 

 Annuity mortgage – repayments are part interest part loan. 

Savings – 

Long term savings are in pension fund. There are tax advantages. 

Medium Term Finance 

1) Hire Purchase (Householders or Business)

Hire Purchase:  

This is a method of finance that would allow firms to purchase an asset such as a transport 

vehicle over a five-year period or less. The firm will get immediate possession of the 

transport vehicle; however, ownership does not transfer until the last instalment is made. 

HP is an expensive source of finance. No security is required but the HP Co. may repossess 

the asset if there is a default in repayments. 
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Personal Contract Plans (PCPs) 

Many car dealers offer Personal Contract Plans (PCPs) as a way to pay for a car. PCPs can 
appear very attractive because they usually have low monthly repayments. You also have 
the convenience of being able to sort out your finance and pick your car in the same place. 
However, PCPs are very complex compared to other types of car finance and it is important 
to understand all the terms and conditions before you sign up. 

A PCP can be broken down into three parts: 

• The deposit

• The monthly repayments

• The final lump-sum payment which is called the Guaranteed Minimum Future Value (GMFV)

Leasing:

This would involve the renting of an asset by the individual firm from a finance company.

The business will not have to come up with a lump sum and would have the full use and

possession of an asset, provided s/he makes fixed and regular payments to the company.

While leasing costs more than cash purchase it can help the cash flow of a business.

Advantages Disadvantages 

• No large cash outlay Ownership never passes. 

• Relatively cheap way to use an asset.

• Tax deductible

Medium term loan 

Fixed duration of 1-5 years. 

It can be tailored to suit the customers’ needs. 

A repayment and interest schedule are drawn up e.g. €4,000 over 3 years = €140 

per month 

Strict conditions exist regarding repayments e.g. student loans need a Guarantor. 

All credit agreements are kept on record by the Irish Credit Bureau 
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Short Term Finance 

Invoice Finance is an asset – based debtor finance product, that provides an upfront release 
of cash tied up in trade debts. 
Get immediate access of up to 85% of invoiced debt without affecting your customer 
relationship. 
Factoring is selling debts for cash. 
Usually firms with large numbers of debtors would use this source. 

The idea is that cash up-front is better than debts on paper. 

An ageing schedule of debtors is used. 

Sometimes factoring is perceived as a sign of financial weakness and attempts are made to 

hide it e.g. Dell Computers has an agreement with a Bank (Dell Financing) 

The main advantage is that you get cash immediately. 

 Used as a source by a business only. 

Bank Overdraft 

This is a facility offered by a bank that allows current account holders to withdraw more 

money from their account than they have in it. Interest is charged on the outstanding 

balance daily. It can be recalled by the bank at any time. The individual firm could use their 

overdraft facility to purchase stock or pay the wages of part time staff. It can be used as a 

form of working capital to aid in day-to-day business operations. 

Trade credit (leaning on the trade) 

Firms may buy stock for resale on a “buy now and pay later” basis. The amount 

of credit available is influenced by the creditworthiness of the firm. There is no direct 

charge, but cash discounts may be forgone. 
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Accrued Expenses – Bills that are due or owing. 

This source of finance frees up money by delaying the payment of regular bills such as 

utilities, rent or insurance. This would free up cash to pay for supplies which in turn could 

be sold allowing these bills to be paid later. 

Credit card 

Credit cards are a convenient substitute for cash or cheque, and an essential component of 

electronic commerce and internet commerce. Credit card holders (who may pay annual 

service charges) draw on a credit limit approved by the card-issuer such as a bank, store, or 

service provider (an airline, for example). 

• Master card and VISA, MBNA

• You have a credit limit.

• Motoring accounts for 15% of all credit card use

• You receive a monthly bill (APR is expensive 23%)

• Subject to €30 stamp duty per year

• Given interest free days.

• Protection is the signature and PIN.

Bank Current Accounts 

1. Direct Debit – the amount varies e.g. ESB or Phone Bill – demand is made by

the utility company and permission is granted by the bank account holder.

2. Standing order – amount is fixed e.g. rent or mortgage – request is made by the bank

account holder only (no involvement by 3rd party).

 Cheque – cheque card means payment (up to a certain amount i.e. 

€130) is guaranteed 

3. Pay path – electronic transfers of funds from employer to employee.

4. Laser cards – debit card. You use your funds. Money is taken from account after 2

working days. Cash back facility
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24-hour telephone / Internet banking

Person signs an authorisation form Phone/Dial in access using a PIN. 

You can carry out various functions by phone/internet. 
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Factors when choosing a source of finance. 

Cost: a business should try to obtain the cheapest source of finance available. The 

rate of interest is of great importance. All loans advertised by financial institutions 

should quote the APR. Close examination of the APR attached to each type of loan 

finance is needed when making the choice. 

Purpose/Correct match: sources of finance must be matched with uses e.g. a 

long-term business expansion plan should not be financed by a bank overdraft. 

Assets which are going to last a long time are paid for with long term finance. 

Day-to-day expenses are financed or paid for with short term finance. 

Amount: large amounts of money are not available through some sources. Some 

sources of finance may not offer flexibility for smaller amounts. 

Control: issuing new voting shares in a company could lead to a change of power. 

The use of loan capital will not affect voting control but financial institutions such 

as banks may take control of fixed assets or impose conditions as part of the loan 

agreement. 

Cash flow forecasts 

Cash flow shows the difference between money flowing in and money flowing out of 

a business or household. 

A business prepares a cash flow forecast for a number of reasons. 

● Identify potential shortfalls in cash balances in advance – think of
the cash flow forecast as an “early warning system”.  This is, by far, the
most important reason for a cash flow forecast.
● Make sure that the business can afford to pay suppliers and
employees.  Suppliers who don’t get paid will soon stop supplying the
business; it is even worse if employees are not paid on time.
● Spot problems with customer payments – preparing the forecast
encourages the business to look at how quickly customers are paying their
debts.  Note – this is not really a problem for businesses (like retailers) that
take most of their sales in cash/credit cards at the point of sale.
● As an important discipline of financial planning – the cash flow
forecast is an important management process, similar to preparing
business budgets.
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● External stakeholders such as banks may require a regular 
forecast.  Certainly, if the business has a bank loan, the bank will want to 
look at cash flow forecasts at regular intervals. 
●  

Households and businesses are concerned about having a positive cash flow. 
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Reasons why households prepare Cash flow forecasts. 

It helps the household manage its cash flow and live within its means. It acts as a control mechanism that can 

be used to measure actual cash flow against planned cash flow encouraging households to plan their 

finances sensibly and live within their means. Means of controlling personal debt. 

It helps a household identify periods of time in the future when the household will have an excess of 

expenditure over income i.e. a deficit and the take corrective action to deal with the cash shortfall. 

It helps a household identify periods of time in the future when the household will have a surplus of 

income over expenditure. The household can then make plans to place these surplus funds on deposit 

with a financial institution. 

How a household can overcome difficulties 

The household could decrease its cash outflows by targeting (discretionary) expenditure and 

reducing its spending on for example, entertainment and holidays. 

The household could attempt to increase its cash inflows by increasing the income levels of 

family members. This may involve a non-working family member returning to work. It might 

involve doing overtime to earn extra income or even getting a second job. 

The household could arrange a bank overdraft facility with its bank to finance problem months 

where the household is running a deficit. The overdraft facility provides extra flexibility for the 

household when it needs it most. However, care should be taken because the rate of interest 

charged on a bank overdraft is high. 

The household could spread once- off annual expenditure over a six month or twelve-month 

period. House insurance, health insurance and motor insurance can be paid for on a monthly 

schedule. In addition, utility services can be managed in the context of a budget plan which evens 

out the seasonal highs and lows of the electricity or gas account. 

Delaying the payment of bills (accrued expenses) is an option. By delaying the bill payment 

money is available for other uses such as reducing a deficit. 



BUSINESS 

Philip Curry – LC Business 2021 Page 143 

However, this option is risky for a household because failure to pay can result in loss of 

service if not managed correctly. 

Seeking advice from Local Credit Union/MABS- a household could try to 

renegotiate loan terms e.g. write down of loan repayment. 

A negative cash flow means that, 

▪ Business spending should be controlled.

▪ Householder living beyond their means.

A business can be profitable and if it cannot convert this to cash it cannot meet its short-term debts 

(not liquid). 
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Caroline Loughnan’s Personal monthly cash flow forecast (projected) 

Jan Feb Mar Total 

Income Net Wages 1200 1200 1200 3600 

Loan 300  300 

Total Income 1200 1500 1200 3900 

Payments 

Fixed Car Insurance 50 50 50 150 

Loan 40 40 40 120 

repayments 

Irregular Food 100 100 140 340 

Clothes 0 100 0 100 

Light & Heat 200 0 150 350 

Transport 30 30 30 90 

Entertainment 120 120 120 360 

Discretionary Holidays 0 200 0 200 

Car Service 100 0 0 100 

Total Payments 640 640 530 1810 

Net Monthly cash 560 860 670 2090 

flow 

Opening cash 0 560 1420 0 

Closing cash 560 1420 2090 2090 
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Cash Flow Forecast of Very Limited for period July to December 1997 

Total for 

July Aug Sept Oct Nov Dec July-Dec 

IR£ IR£ IR£ IR£ IR£ IR£ IR£ 

RECEIPTS 

Sales 50,000 50,000 62,500 62,500 62,500 62,500 350,000 

Share Capital 60,000  60,000 

Land 19,500  19,500 

EU Grant 50,000 50,000 

A – Total 50,000 50,000 82,000 62,500 122,500 112,500 479,500 

Receipts 

PAYMENTS 

Wages 4,000 4,000 4,000 4,000 4,000 4,000 24,000 

Advertising 1,700 1,700 1,700 1,700 1,700 1,700 10,200 

Purchases 25,000 25,000 25,000 30,000 30,000 30,000 165,000 

Light & Heat 1,450  1,740 - 1,740 -- 4930 

Loan Repayments 4,500 4,500 4,500 4,500 4,500 -- 22,500 

Motor Vehicles -- 40,000 -- -- -- -- 40,000 

New Equipment -- -- -- 76,000 -- -- 76,000 

B – Total 36,650 75,200 36,940 116,200 41,940 35,700 342,630 

Payments 

C – Net Cash 

(A-B) 13,350 (25,200) 45060 (53,700) 80,560 76,800 136,870 

D – Opening Cash 5,000 18,350 38210 (15,490) 65,070 

Closing Cash (C-D) (6,850) 38,210 (15,490) 65,070 141,870 

You need to be able to fill in the blanks for the SAQs. 
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Similarities and differences between household finance and business finance 

Similarities between Household and Business 

h flow forecasts 

• Both use cash to satisfy

their needs

• Both keep financial

records Both use banking

services.

• Both fill in application forms.

• Both usually need to borrow

at some stage.

Differences 

Business has greater volumes of cash 

generally. 

A business tries to increase profit whereas a 

householder looks for a better standard of 

living. 

Business spends more time on financial 

management. 

Business must obey legislation e.g. 

accountants and cash flow statements. 

Business borrows on a larger scale. 
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BANK LOAN APPLICATIONS 

Householder: What bank official looks for 

1. Personal details Salary/Income

This is the usual means of assessing the borrower’s ability to repay and all incomes are

added together

2. Outgoings

The official looks at weekly and monthly fixed outgoings which are spoken for e.g.

mortgage repayments life assurance, car loan, insurance.

3. Savings record

The official looks at the applicant’s ability to self-manage and the ability to put away a

regular amount each week.

4. Collateral / Security

The official may look for a form of security e.g. shares in case the applicant defaults on

the loan. A person who signs a form declaring that they will take responsibility in the

event of a default is called a guarantor.

5. Previous Loans record

The bank runs a credit reference check with the Irish Credit Bureau who compile a

database of loan histories for all the major banks.

Business Loan Application: Information requested by banks 

1. Management details

The bank looks at mini-CVs of the promoters of the business as it is the “people” in the

business who are being assessed.

2. Nature and history of business

The bank analyses the “objectives” of the business and look at product mix, markets,

competitors and the Industrial Relations Climate.

3. Amount and purpose of loan

The bank analyses the purpose (hopefully a productive one) and assess the affordability

of the amount

4. Character and Bank standing of Borrower

The person’s previous borrowing record, savings record, current financial obligations
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e.g. mortgages and loans already taken out. The profitability liquidity and debt/equity

structure will be examined. 

5. Capacity to repay

Often records of the past are the best guide to the future so the previous two years’

accounts will be examined and 2-3 years of future forecasts. Liquidity would be a crucial

factor.

6. Duration of loan

The bank looks for the matching rule to ensure that the correct source has been chosen

e.g. a bank overdraft for a new premise would be unworkable and would put huge

pressure on the business to repay within the year. 

7. Personal equity put into the project

The Bank take particular note of this area as the owners own funding shows his full

commitment to the project. This means that the owner is prepared to risk his own 

funds. A source and uses table act as a useful visual aid at this stage 

Sources € Uses €  

Owner’s input 160k Purchase of state of the 

Sale of old equipment 20k art production unit 300k  

Loan 120k  

300k  300k  

Comparing Household and Business activities (remember compare means similarities and 

differences) 

Taxation 

Both the H and the B pay taxes to the revenue Commissioners. H pay income tax, excise duties and 

VAT while Bs pay Corporation tax, VAT on raw materials and commercial rates. 

Official Forms 

The H manager and the b manager prepare a range of forms in the areas of Finance, insurance, 

and taxes. Both fill out bank loan applications, Insurance proposal forms and claim forms and 

P12s (H), P35 P45 and P60s (B). 
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Decision making 

The H manager and the B manager must make choices and act based on information and 

experience e.g. does the H manager opt for a family holiday or a new computer and the B 

manager may decide to recruit internally or externally. 

Managing activities 

Both H and B managers must plan organize and control which means finding the best method of 

achieving a goal, putting a system in place to achieve it and then check on the progress. 

Raising finance 

The H and B managers need to generate finance for various purposes e.g. H manager needs funds 

for a house, a car, security etc. and the B manager needs long term finance for premises and working 

capital for the daily activities. 

Communications 

The exchange of information is essential for both situations. In a household situation it is between 

family members themselves and outsiders, but it does prevent conflict. In a business it occurs 

between entrepreneur and manger and employee and customers. Good communication leads to a 

successfully managed household and business. 

The main differences are, 

Scale of operation 

It is usually easier to manage a household as the activities are on a smaller scale and less 

complicated. A business can be on a global basis and has the various complications associated 

with several employees’ suppliers’ customers etc. 

Legislation 

While households must obey laws the business manager would need legal advice on a regular basis 

e.g. companies must obey complex regulations. Businesses also are affected by health and safety

regulations. 

Motivation 

Businesses are motivated by financial success and power e.g. making profits, being market leader 

whereas householders are motivated on more personal levels such as providing for one’s family and 

having security for old age. 

Management, training and expertise 

A business manager would need to do specialized courses such as Human relations, cost analysis 

and communications. It is unlikely that a householder would bother. 
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CHAPTER 11 – HOUSEHOLD & BUSINESS INSURANCE 

This is the final part of Household v Business manager. Insurance is based on the idea that a group of 

people pay a premium into a common pool to protect the unfortunate few. It offers protection and 

facilitates risk taking. 

The item to be insured is called the exposure unit. 

 Key terms in Insurance 

An actuary is a mathematical expert who works out the risk and then sets the premium. 

 An assessor inspects the damage and works out the compensation. 

Risk management and Insurance 

Risk Management is a planned approach to the handling of the risk that the individual or 

business is exposed to. 

It involves: 

- The identification of all possible risks/losses e.g. the risk of fire, employer negligence,

personal injury loss, legal liability etc. 

- Calculating costs of protection from loss.

Strategies used to reduce risks. 

Insurance: Transfer the risk to an insurance company for a premium where the company will 

make good any loss suffered. 

Safe procedures: The manner/act of doing something is strictly laid out and adhered to/ 

/stringent monitoring procedures/secure procedures for managing cash. 

Health and Safety: 

Health and Safety statements: Regulations, identification of hazards, etc. 
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Training of personnel in health and safety. 

 Drills, courses of action and medical training. Provision of safety equipment, protective clothing, and 

training in same. 

Appoint Health and Safety representatives in the work force.  

Safety systems 

Install Security systems. Alarms, fire doors, CCTV etc. 

The principles of insurance 

Insurable interest 

The Household or Business must have a direct financial interest in the exposure unit. They must 

benefit by its existence and suffer by its loss e.g. you may insure your home but not the house 

across the road. 

Utmost good faith 

The Household or Business must disclose all material facts. A material fact is a piece of information 

which may cause the insurance company to accept or reject the application or to vary the premium 

charged e.g. 

Thatched roof on a house 

Drink driving conviction. 

Heart problems. 

Indemnity 

This principle states that there will be no profit from insurance. The insurer attempts to put the 

insured back in the same position as they were before the accident occurred. E.g. if a second-hand 

car is stolen and destroyed the owner does not get a brand new one. Exceptions 

Personal injury cases 

Life assurance cover 

Subrogation 

 If a third party is responsible for damaging your car in an accident and you are compensated by 

your own insurer, your insurer can then sue the other driver. Subrogation says when you accept an 

insurance settlement, the insurer gets your right to sue the third party. This prevents you collecting 
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twice for the same damage and gives your insurer a way to recoup its losses. Fundamentally the 

principle is linked to indemnity ensuring that a person does not profit from insurance. 

Contribution 

This principle states that if you hold more than one insurer liable for your losses, they must share 

the loss. If you take out two polices on your car, you cannot collect from both insurers. One 

company would pay you and then collect from the second, or both companies would share the 

compensation payment between them. Fundamentally the principle is linked to indemnity 

ensuring that a person does not profit from insurance. 

Sub-principles 

Proximate cause 

Says that the direct event must have been insured against as per the insurance contract e.g. a pilot 

may have been covered for death at work but not covered while on holidays abroad. 

Average Clause PART OF INDEMNITY SEE 2008 SAQ 2020 also 

This rule deals with under-insurance and a partial loss. The underinsured Household or 

Business will receive compensation only in proportion to the cover held. 

The following formula may be used, 

Amount insured X Partial loss 

Market value 

Example: If a house is insured for €300,000 but has a market value of €400,000 and a partial loss 

of €100,000 occurs. 

Answer: €75,000 

If a business premises has a market value of IR£450,000 and was insured for IR£350,000 when a 

partial loss of £124,000 was caused due to a fire in the office part of the building, calculate the 

amount of insurance to be paid to the insured. 

Ans = 96,444 Workings 
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350,000 X 124,000 

450,000  

Explain your answer. 

Due to the Average Clause if something is underinsured, compensation is reduced in 

proportion. 

Risk v Premium 

The insurance company will assess the risk based on statistics e.g. male drivers under 25 are a high-

risk area. The cost of insurance is directly associated with the risk being insured against. 

Insurance Proposal forms are used to apply for insurance cover and the company is given full of 

the risk against which the insurance protection is desired. Insurance Proposal form helps the 

insurance company to calculate the premium based on all the potential risks in relation to the 

insurance policy. 

The application form in insurance is called the proposal form and typical questions would include 

the following: 

• Details of driving convictions (penalty points etc.)

• Ever been refused insurance.

• Do you have special precautions against forced entry?

• Any part of building not made of brick stone tile etc.

When an accident occurs, a person fills out a claim form and an extra charge due to a higher risk is 

called a loading A temporary policy is called a cover note. 

A discount due to claim free years of cover is called a no claims bonus. 

TYPES OF HOUSEHOLD INSURANCE 

Motor Insurance 

All householders must have a minimum of third-party cover by law which compensates “third 

parties” affected by driver negligence. Most people opt for fire and theft also. Comprehensive 

motor insurance covers the car owner against all eventualities. 

Health Insurance 

Due to the two-track system in Ireland of healthcare of private and public, people are advised 

to sign up with the VHI or Quinn Healthcare. This means that the person pays a premium but 

has access to better hospital care. 
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Critical Illness cover 

This policy provides against 33 serious illnesses which would leave the person unfit for work. This 

cover gives the person a decent income and eases the financial burden at a traumatic time. 

Buildings, Contents and All risk policy 

This is a type of policy that covers the householder against fire, storms, theft, and other 

associated household risks. It protects the buildings and the contents. 

Life Assurance 

This policy can either insure the person for their whole life and is payable on death to a nominated 

third party or has the endowment option which is payable on reaching a certain age or on death 

depending on whichever is earlier. 

Travel Insurance 

This policy insures the person on a temporary basis against a variety of hazards which maybe 

encountered while on holidays. Airlines now offer an annual policy which suits frequent 

travellers. 

Personal accident cover 

This policy insures the person against accidents that are not of a critical nature but prevent the 

person from working e.g. a broken leg. It covers medical expenses and provides an income to 

compensate against lost earnings. 

TYPES OF INSURANCE FOR A BUSINESS 

Motor Insurance 

All businesses must have a minimum of third-party cover by law which compensates “third parties” 

affected by driver negligence. Most firms opt for fire and theft also. Comprehensive motor 

insurance covers the firm against all eventualities. 

Buildings Insurance 

This is a type of policy that covers the firm against fire, storms, theft, and other associated risks 

including contents and stocks. 

Employer liability 

This type of cover protects the owners against claims by the employees due to accidents in the 

workplace in which the employer was negligent. 

Public liability 

Due to the levels of “human “traffic in the business it would be wise to cover against claims by 

members of the public due to accidents on the premises. A householder would not have to cover 

against such risks. 

Cheaper due to excess value clause

Most important for exam See letter on page 91
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Product liability 

A business covers against claims due to defective products that cause harm to consumers, but a 

householder would not be exposed to such risks.

Consequential loss

This protects the firm due to lost profits because of a different event. E.g. lost profits while the firm

is rebuilt after a fire. It is also called business interruption insurance.

Fidelity guarantee

This protects the business against losses caused by theft of cash, stock, or ideas by

employees of the business. It protects against losses due to dishonest staff.

Key person insurance

This protects the firm against losses caused by the death of an important employee who was the

driving force behind the firm or the main ideas person.

Similarities (Household & Business)

• Both identify risks.

• Both look at prevention methods.

• Both fill out forms.

• Both take out cover.

• Both have policies.

Greater risks 

Larger Premiums 

Premiums are a tax write off. 

Big global firms set up their own 

insurance company. 

See Business Letter page 91

e.g Food processing company

Business expense

====================================================================
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CHAPTER 12 – HUMAN RESOURCE MANAGEMENT 

This modern model of workforce management focuses on the individual employee as a 

key organizational resource, which the management must nurture and develop to 

maximize its contribution and benefit to the company. 

The management adopts a coherent range of pro-employee policies to ensure the 

attraction, retention, and development of committed employees, who are high 

performing. 

It is based on the idea that unions thrive when workers have a grievance and so 

eliminate the grievances and the firm eliminates the need for the trade. 

STAGES IN HUMAN RESOURCE MANAGEMENT 

(A) MANPOWER PLANNING

• This is the assessing of the firm’s people needs and the forecasting of people needs for

the future. 

• Human Resource managers must stick within certain budgetary requirements as set out by

the cost accountant. 

• A staff audit is carried out and this analyses the skills and expertise that exists within the

firm. 

• The HR manager must forecast the demand for labour, taking absenteeism into account.

• Overstaffing loses the firms competitive advantage as it is wasteful and expensive.

• Understaffing loses economies of scale such as specialisation of labour and reduces

orders sales and profits. 

ADVANTAGE 

● Optimum staff levels.

● Reduces wage bill.

Ten Hagen at Man United

Union

FUNCTIONS OF THE HR MANAGER
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(B) RECRUITMENT AND SELECTION 

● This process is essentially concerned with finding, assessing and engaging new employees.

● Recruitment is concerned with attracting a group of candidates to apply for a given

vacancy. 

● Selection is the process of choosing the most suitable candidate from a pool of candidates

identified through recruitment. 

Reasons for staff changes 

• Retirement 

• Transfer 

• Illness

• Resignation 

• Promotion 

• Maternity leave 

Sample job description

A job description is a realistic preview of the job to attract the right people. 

A job description sets out the purpose of a job, where the job fits into the organisation 

structure, the main accountabilities and responsibilities of the job and the key tasks to be 

performed. The job description defines where the job is positioned in the organisation structure 

and who reports to whom. It provides essential information to potential recruits, and it creates 

the information necessary for recruiting the right kind of person to do the job. 

previous exam question
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• Job title 

• Department 

• Geographical location 

• Reports to 

• Main tasks 

• Staff responsibilities 

• Special features 

• Rewards and conditions 

● Personal attributes of the candidate

A person specification sets out the kind of qualifications, skills, experience, and 

personal attributes a successful candidate should possess. It refers to the person 

rather than the post and is useful in comparing and assessing the suitability of job 

applicants. 

Education 

General intelligence 

Special aptitudes 

Interests 

Sources of people 

Internal 

Existing employees 

The firm can offer the job to its own staff and use the internal talent that is available. 

Manager’s recommendations 

The manager can nominate a specific employee for promotion. 

 Existing employee contacts 

The firm encourages existing employees to attract suitable friends, neighbours, family etc. to 

join the firm. 

CVs on file 

The firm may look to the range of curriculum vitaes that have been dropped into the HR 

manager. 

previous exam question
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External 

Third level colleges 

Every January the major firms meet final year under-graduates from the relevant faculties with 

a view to recruiting the most suitable. 

Search consultants 

Specialist firms called “Head-hunters” target employees with exceptional talents and lure 

them to a different firm with the offer of an improved package. 

Recruitment agencies 

These firms match suitable people with available jobs and are usually paid by the employer. 

 Advertising 

Firms place ads in the recruitment supplements of the broadsheets to reach the appropriate target 

audience. 

Advantages of internal recruitment 

● Hands on experience of the person and less training needed.

● More committed to THEIR workplace

● Good for morale as it offers all staff potential promotion prospects.

Internal recruitment  

The employee is familiar with the culture, policies, and work practices of the firm.  

Training and advertising costs are decreased. Motivation within the workplace improves as 

employees recognise that opportunities will occur as vacancies higher up the chain of 

command become available. 

 No “new blood”, no new thinking. The best person for the job may not be the internal 

appointment. Promotion from within can have a negative effect on levels of co-operation 

between employees. 

Advantages of external recruitment 

● More talent is available outside of the firm.

● Fresh ideas are good for the firm’s entrepreneurial culture.

● These people are objective in outlook and not caught up in cliques and office

politics. 

● External recruitment Fresh new perspective brought to the business by the external

appointee. 

● The new employee may have skills and experience that may be required by the business

but is not present among existing staff.

● Training costs avoided as the external appointee may already have the skill set required. 

Ten Hagen at Man United

Specialist recruitment websites and professional networks like Linkedin
Jobleads.ie or educationposts.ie

Drawbacks

Pros
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● Links with colleges of education which provide staff with expertise to meet business

needs. 

Screening eliminates unsuitable applicants and narrows down the search, taking certain criteria 

into account. The aim is to match candidates to the job description and not to other CVs. 

The important criteria are.  

• Leaving cert results

• Experience

• Third level results

• Leadership skills and other achievements

Job Interview 

The job interview is used to determine whether the candidate and the job complement each 

other.    

 A job interview is a process in which a potential employee is evaluated by an employer for 

prospective employment in the company.  

The process attempts to determine the candidate’s ability to do the job, get along with other 

employees, work in teams and contribute to the business in an innovative and effective manner.  

Interviews generally take the form of interview panels where several interviewer’s interview one 

candidate. 

This series of questions and answers should be standard and without bias. 

The horns/halos effect, information seeking bias, and stereotyping should all be avoided. Group 

interviews are suitable when extroverts are in demand e.g. salespeople.  

 Aptitude tests can also be helpful. 

The aim is to match flexible people with flexible jobs. 

The suitable candidate is then offered an employment contract. 

The employee is given details of reward and is made aware of his rights and duties. 

(C) TRAINING & DEVELOPMENT 

Training 

This is formulated to meet the challenges which lie ahead o It is mind 

preparation. 

 A programme must be carefully devised. 

Training is the acquisition of the knowledge skills and abilities required to perform effectively in 

a given role. 

Ten Hagen at Man United

Well organised and reasonably intelligent

gaisce/First aid/drive

Questions and Answers
Panel

Need to know about Interview panel

Need to know Recruitment thoroughly

NB
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Induction training prepares employee for the tasks ahead. It familiarises the person with the 

working of the firm. The person is familiarised with the company ethos. 

 Training should include the firm’s overall staff. 

It is essential for promotion prospects and when installing new technology or new work 

practices. 

Training can be external and carried out by specialists in a given area or internal whereby the 

employee is instructed on a one-to-one basis. 

DEVELOPMENT 

This is a broad concept that is future orientated and concerned with the growth and 

enhancement of the individual. It helps the person to blend into the firm’s corporate 

culture. It focuses on the individual’s potential and future role in the workplace. 

It focuses on ability, understanding and awareness. 

Advantages of training and development 

• Enhances employee skills and reduces conflict. 

• Improves overall quality. 

• Easier to manage good staff. 

(D) TEAMWORK

This is seen as an advanced form of delegative participation whereby workers make key 

decisions. In Ireland employers are the main instigators of teamwork. 

In Ireland to allow teamwork to grow there must be 

• A shift from individual pay to team pay. 

• Significant investment in training and development 

• Job security commitments 

• The aim of teamwork is to flatten (delayer) the organization.

structure.

• Teams have a common purpose.

• They communicate and co-operate They are self-managed.

• Responsibility is shared.

• Each team member has an input into decision making

Teams can be short term (ad hoc) or permanent.

NEW
s

Vsware training for a Timetabler

€150 per hour

Never well answered

Existing Employees

Emotional Intelligence

Linked to Delegation/Matrix structure/ Employee Participation

workers are
given
Authority
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Stages of Team Development 

 Forming 

At this stage various skills are pooled together e.g. technical skills and inter-personal skills 

Storming 

Team members test relationships and tensions/Conflicts frequently arise/Members try to 

establish their positions on a team/Members may act as individuals and resist other 

views/Differences are challenged. 

Norming 

Constructive relationships and ways of working together emerge/ Ground Rules and procedures 

are agreed and there is an increased focus on the task at hand/Greater sense of trust develops 

between team members. 

 Performing 

Team works together within the rules and are motivated by the hands-on approach to achieve 

the firm’s objectives. 

Benefits of teamwork 

It improves decision making. 

A wide range of experience on the team means better decisions and teams come up with more 

creative and balanced solutions than individuals. 

It improves motivation. 

Workers are encouraged to think and participate in a constructive fashion and members see 

and appreciate each other’s’ efforts. 

There is a greater utilisation of talents. 

As people work in small groups without rank or layers, they are encouraged to use all their skills 

and efforts. This improves morale and productivity. Quality improves and boosts revenue. 

It breaks down barriers in the firm. 

Working in small groups helps to improve coordination and communications between people 

in the firm. 

Drawbacks 

• It can lead to time wasting. Leader does all the hard work while the others are 
onlookers

Possible exam question
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• It is difficult to organise a genuine team.

• Dominant personalities tend to control a team.

• A lack of decisiveness causes delays.

E) PERFORMANCE APPRAISAL AND REVIEW

This is a systematic approach to evaluating employee’s performance, characteristics, or 

potential with a view to assisting with decisions in a wide range of areas such as pay, 

promotion, employee development and motivation. 

A performance review is held once or twice yearly. 

Purpose 

▪ To discuss past and future goals 

▪ To assess past strengths and weaknesses 

▪ It allows the employees to apply for extra resources in their department. 

▪ It assesses the employee’s perception of the work situation. 

▪ It pinpoints problems in the workplace and training needs. 

▪ It is a good time to discuss rewards and future opportunities. 

Benefits of Performance Appraisal 

Rewards/Monetary and Non-Monetary: It may be used in determining pay increases for 

employees and other awards such as share option schemes, benefits in kind etc. 

Motivation/Job satisfaction: Performance appraisal is important for staff motivation, 

communicating and fostering a positive relationship between management and staff/ 

ensures high performance standards/working to full potential/ happy in the job. 

Industrial relations: Potential conflicts in the workplace may be highlighted through performance 

appraisals. This enables the business to help address and solve problems/issues between 

management & employees and helps improve industrial relations in the workplace/clarifications 

provided. 

Training and development: The performance appraisal interview can identify training and 

career development needs for employees and provide appropriate training/ Can evaluate the 

effectiveness of training programmes already provided. 

Needs careful time consuming planning to get
a genuine team.

Personality clashes tend to hinder progress
and people dont put the team first

If team members cannot agree on a decision it slows down progress.
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Feedback: It provides an opportunity for employees to give and receive feedback, which may 

improve the employee’s job satisfaction/motivation. 

Evaluate the performance of management and employees: The goals set the previous year and 

the employee’s achievements during the year are discussed and reviewed/ problem areas 

identified. Priorities and goals are set by mutual consent for the following year providing clarity 

for the employee/ Two-way communication/ the employees are appraised on their own 

performance. 

Drawbacks: 

Cost 

Performance appraisal means lost labour hours and a series of tests and interviews that adds 

to the paperwork and bureaucracy in the organisation. 

Personality clashes 

Performance Appraisal of the employee is usually done by an immediate superior, who may be 

influenced by the horns/halo effect on an individual employee. The appraisal will therefore be 

biased and will lack objectivity. 

(F) REWARD

This refers to the compensation practices at a firm. It is more than just wages and salaries. There 

are three aspects: 

Pay i.e. basic salary. 

Incentives (reward for performance beyond normal expectations)

Benefits which refer to indirect rewards e.g. Free health insurance. 

Methods of calculating pay. 

• Basic salary 

• Hourly rate 

• Piecework 

• Commission 

• Bonus system 

• Incentives

• Employee share options 

• Profit sharing scheme 

• Group bonus scheme 

2021 LCHL
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Benefits 

● Benefits in kind

● Childcare facilities 

● Health insurance 

● Canteen facilities 

● Product discount 

● Paid social events.   

Financial rewards: 

Time Rate: 

With time rate, payments of a fixed amount per hour for a fixed number of hours per week are 

made to employees. If the employee works more than the fixed number of hours overtime is paid 

at different rates above the minimum e.g. time and a half or double time. 

Piece Rate: 

This relates the payment given to employees for each unit produced or job completed. The 

more units produced, the more the employee earns. 

Bonus: 

A bonus is a sum of money paid to employees for reaching a certain target, e.g. for 

producing units above an agreed limit. 

Commission: 

This is a type of financial reward where payment is made according to value of the amount 

sold, e.g. payments to a salesperson (10%) in proportion to the level of sales achieved. It has 

the advantage of directly encouraging sales. 

Profit-sharing schemes: 

This is a scheme where some of the organisation’s profits are paid to employees on an agreed 

basis. The scheme is administered, and profits are paid to employees to motivate them to 

become more productive. 

Employee Share Ownership Scheme: 

Shares in the organisation may be given to employees instead of cash bonuses, 

maintaining employee interest in the job. 

Share option schemes give employees an option to buy shares in a company at a 

specified price sometime in the future. 

Non-financial Rewards 

exceptional performance

Discounted price AKA Employee Share
purchase plan

Discounted
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 Benefit-in- kind: 

This is also known as a perk or a fringe benefit. It takes the form of goods or a service given to 

employees rather than money. Benefits-in-kind are often used to raise the status of a position in 

a firm and to boost morale. 

Examples include meal vouchers, company cars and health insurance. 

(NOTE: Benefit-in-kind can be considered financial or non-financial depending on whether it 

is taxable or not). Audrey Stapleton tax question and holiday voucher which was taxable
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Promotion: 

Movement to a more responsible senior level in the organisation. While this will also 

carry a higher wage, it is often the job title, bigger office or the availability of a personal 

assistant that is the real reward as per Maslow’s self-esteem needs. 

Job Satisfaction/Job enrichment/Job enlargement: 

Employees are rewarded because the job satisfies their social needs (teamwork) and self- 

actualisation needs (opportunity to do further study). The nature of the work (vocation) 

and the opportunities it presents (travel) reward the employee e.g. a volunteer with a 

third world relief agency or charity. 

Flexitime: 

This allows employees the freedom to choose their own work hours within an agreed time 

frame e.g. workers may have to be in the workplace between 10am and 1pm only. This 

allows employees to work from home and organise for example their 

childcare arrangements more efficiently. 

Job sharing: 

This involves employees sharing a position e.g. two employees have a job split 

between them. This is a flexible approach to employment and recognises that 

employees may wish to prioritise leisure time over work time. 

Advantages 

Rewards focus the employee to boost quality and sales. 

Reward plays a key role in finding and keeping the correct people. 

MANAGING EMPLOYER EMPLOYEE RELATIONS 

This is the most difficult stage for the Human Resources Manager as a good working 

environment is essential when achieving objectives through people. 

How to develop a good employee –employer relationship 

Union option 

Management should recognise the employees right to join a union (there should be freedom of 

choice) 

Grievance Procedure 

Procedures should be in place to solve disputes (fair fast and simple procedures) 

Consistency 

Standard procedures on promotion, pay etc. should exist and the firm should be consistent. 

Representation 

Workers could be elected to the Board of Directors to give “grassroot” employees a say in 

decision-making. 

JOB

Family time
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Communications. 

A good two-way communication system should always exist between management and staff. 

Pay levels. 

Better levels of pay e.g. well above the minimum wage. 

Leadership Style 

Democratic leadership whereby management bring the staff along with them rather than 

forcing them to follow. 

Multiskilling 

Employees should be aware of their rights and duties and tasks should be varied and as 

interesting as possible-(multiskilling.) 

Health and safety 

Employers should ensure there are health and safety regulations in place. 

ADVANTAGES 

• More motivated staff. 

• Better productivity 

• Reduces labour turnover. 

       Less conflict. 

Labour Turnover 

The rate at which employees leave the firm in a given year. 

It is the result of poor management. 

Resources spent on training are wasted. 

Causes of a high Labour Turnover. 

• Poor pay. 

• Poor recruitment policy 

• Discrimination

• Sexual harassment 

• Boredom (lack of employee involvement)

Bad Industrial relations climate 

Footnote. From an exam perspective it is important to know the functions of the Human 

Resources manager especially recruitment and selection. Developing the employer-employee 

relationship is also a possible exam question. 

living wage

metaphorically

FUNCTIONS OF THE HR MANAGER

For ABQ we need definitions
of each function

3 lines and a LINK
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Methods of Downsizing the workforce 

Natural wastage 

a reduction in the number of people employed by an organization, which happens when people 

leave their jobs, and the jobs are not given to anyone else. 

Voluntary Redundancy 

Voluntary redundancy happens when an employer is faced with a situation where he requires a 

smaller work force and asks for volunteers for redundancy. The staff who then volunteer for 

redundancy are eligible for statutory redundancy provided they fulfil normal conditions. There 

must be a genuine redundancy situation in the first place. 

Compulsory Redundancy 

occurs when employees are selected for redundancy against their will. Where compulsory 

redundancies are used, several selection criteria may be applied to decide who will lose their job. 

These include last-in-first-out, and selection based on skills or qualifications, standard of work 

performance or aptitude for the work, and attendance or disciplinary record. To avoid complaint 

to an Employment Tribunal, it is important that selection criteria are applied in a consistent and 

objective way and that employees are not selected for an unfair reason, such as trade union 

activity or disability. 

Early Retirement 

In this section, when we talk about Early Retirement, we are referring to someone taking their 

benefits from their pension plan before they have reached their normal retirement age. It is of 

course perfectly possible to cease working without drawing on your pension until a later date if 

you have the financial resources to support yourself in the interim. 

Different rules apply for early retirement owing to ill health. 

HSE

FAIR REASON FOR DISMISSAL
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CHAPTER 13 – CHANGING ROLE OF MANAGEMENT 

Change management is a structured approach for ensuring that changes are thoroughly and 

smoothly implemented, and that the lasting benefits of change are achieved. The focus is on the 

wider impacts of change, particularly on people and how they, as individuals and teams, move 

from the current situation to the new one. 

Introduction 

Modern management emerged from the need to enable mass production in factories.

Various writers looked at job description and length of task and how this greatly 

influenced and increased productivity. 

• More recent cause of shifts in management style are:

Microprocessors 

Advances in Telecommunications 

Removal of trade barriers e.g. Single European Market. 

Better levels of education 

A focus on the consumers’ needs and wants. 

A focus on total quality and the need to remove waste to be competitive. 

Consequences of change include: 

1 Fewer workers (Downsizing)

2 Outsourcing of production e.g. Nike 

Ten Hagen at Man United
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3 Rapid communications e.g. Videoconferencing

4 Growth of Electronic Commerce 

5 Updating of IT systems 

6 Adapting to changing markets 

7 The need to monitor the competition. 

Why has there been a need for changing management style? 

Education 

There is a greater need for consultation. 

Workers can now make a valid contribution to decision making. 

Modern firms’ welcome new ideas (Intrapreneurship) 

Specialised Fields 

In many sectors employees now know more than managers and therefore change was inevitable. A 

controller approach is not beneficial, and the facilitator approach is now more suitable. 

Delegation 

This makes sense as it improves the decision-making process and worker input is now seen as 

essential. Work is shared by the superior among the subordinates. 

Growth of Technology

Email has changed business communication forever. 

Flexitime means that employees have more freedom and that a more relaxed management 

style is needed. 

Tele-working improves motivation, but a flexible management style is essential. 

Quality Emphasis 

Quality is expected to permeate the entire firm at all stages. 

There is a customer led approach, which is based on continuous improvements, and an entire 

focus on the consumers’ needs and wants. 

Social Change 

People now have different attitudes, due to better education and knowledge of the law. 

Employees expect better treatment. 

The “them” V “us” attitude is now rare in workplaces and so management styles had to soften. 
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Modern managers are Facilitators rather than Controllers. 

Role of facilitator: 

A facilitator often helps a group of people to understand their common objectives and assists 

them to plan how to achieve these objectives. 

Teamwork is encouraged at all stages. 

The modern manager may not have specific modern skills and therefore works with their 

employees. 

Consultation with staff is encouraged. 

The modern manager plans for overtime and anticipates problems in advance. 

The modern manager prioritises employee needs. 

People are a key resource in the organisation. 

Employee Involvement 

Job rotation 

Job rotation is the systematic movement of employees from one job to another within the 

organization to achieve various human resources objectives such as orienting new employees, 

training employees, enhancing career development, and preventing job boredom or burnout. 

Job enlargement 

Job enlargement is a job design technique in which the number of tasks associated with a job is 

increased (and appropriate training provided) to add greater variety to activities, thus reducing 

monotony. 
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Job enrichment 

Job enrichment is a common motivational technique used by organizations to give an employee 

greater satisfaction in his work. It means giving an employee additional responsibility previously 

reserved for his manager or other higher-ranking positions. 

The employee is given greater powers. 

Employee involvement basically means to create an environment where people tend to have an 

impact on the actions as well as the decisions that are about to affect their jobs. 

Benefits of Employee Involvement 

1. The employees will begin to feel valued

The good part about employee involvement is that the employees will begin to feel like they are a 

part of a team. It will make them feel valued. 

When most associates are involved in the same perception of decision making, it will help them 

see each other as capable. 

They will soon have their own management and ownership positions at work, show more 

commitment and effort which will help the company reach great heights of success. 

2. Can make even better decisions

The associates happen to make much better day to day decisions since they have proper 

information about the company and its current issues. 

When people sit together and work on something, it is obvious that the decisions will be much 

better. 

In fact, there will be new and creative ideas floating all the time at your workplace. 

3. Feel more responsibility

The associates will also feel a much bigger and stronger sense of responsibility when it comes to 

making decisions. 

https://content.wisestep.com/easy-tips-for-making-difficult-decisions-at-work/


BUSINESS 

Philip Curry – LC Business 2021 Page 174 

When you become responsible for deciding and that decision turns out to be a horrible one, you 

do whatever is possible to make corrections and turn things right as quickly as possible. 

The same is quite true for others. When associates have been involved in making such decisions, 

the chances will increase the chances of success since most members belonging to the team have 

been committed to correcting the parts of such decisions that are not aligned with the vision and 

values of the company. 

4. Will focus more on problem

When there is energy participation inside the company, there are chances that the problems shall 

be focused on more. There will be changes made in the management and solutions shall be found 

in the current problems the market is facing. 

When there are more employees, there is a bigger chance of seeing creative solutions to problems 

since there are so many people with so many differing ideas. 

Disadvantages of Employee Involvement: 

1. Risks of security

A journal published by management study guide once said that security risks can increase if there 

are more people in the workplace. 

This typically means that sharing valuable information and data with a larger chunk of employees 

could become a huge risk. 

There is some information which is needed to make important decisions and we understand if you 

want to give that away but always remember that data that is of sensitive nature shouldn’t be 

passed on so easily since it comes with a threat. 

2. Traditional authority of management

Another disadvantage of participative management is that most employees shall have a much 

tougher time when it comes to recognizing the difference between employee and management 

levels. 
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When you are removing the fine barrier between employees and management and the employee 

is still an essential purpose of such management, the company still must have properly designated 

leaders so that they can avoid the need for uncertainty or chaos of command when they are 

difficult situations enter our lives. 

Employee Empowerment 

Def: It is the transfer of real power to the employees. It allows him/her to work on their own 

within agreed time limits and with agreed resources. 

It distributes control among employees and improves quality and customer satisfaction. 

Empowered employees develop more confidence in their capabilities. 

Employee empowerment is giving employees a certain degree of autonomy and responsibility for 

decision-making regarding their specific organizational tasks. 

Characteristics of Empowerment 

1. Top management is committed to supporting an employee empowered culture.  This includes
developing an organizational definition of empowerment that may include well defined boundaries
and management training on how to coach empowered employees.

2. Employee empowerment is centred on the needs of the customer.  When employees are
empowered to make decisions that help the customer, they are contributing to the strategy and
business objectives of the organization.

3. Management hands over a level of the decision-making power to front line employees.  This
act of delegation may be something as simple as allowing an employee to make service recovery
decisions.

4. Employees are trained to take on these new customer focused responsibilities. Training may
include customer service, problem solving, negotiation and conflict resolution skills.

Benefits of Empowerment 

Decision-making and control are in the hands of employees who use their greater skills and 

knowledge for the benefit of the business/decisions made quicker. 

Employees become more responsive to the needs of customers/come up with ideas to solve 

issues/more satisfied customers. 

https://thethrivingsmallbusiness.com/coaching-as-a-leadership-competency/
https://thethrivingsmallbusiness.com/examples-of-business-goals/
https://thethrivingsmallbusiness.com/recovery-theory-customer-service/
https://thethrivingsmallbusiness.com/definition-of-customer-service/
https://thethrivingsmallbusiness.com/12-steps-to-contract-negotiations/
https://thethrivingsmallbusiness.com/conflict-resolution-in-the-workplace-why-conflict-resolution-is-important/
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Employees more motivated/job satisfaction/valued/improved morale/loyal. 

Employees are better prepared for promotion/better trained. 

 

Management can focus on strategic planning and allow employees to run the business operations. 

 

Risks 

If empowerment is introduced without adequate training for employees, then mistakes can be 

made. 

Employees may be unhappy with the extra responsibility and/or lack of training and their stress 

levels may increase. This can cause de-motivation among employees. 

 

The lack of control and day-to-day supervision may encourage some empowered 

employees to take unnecessary risks, leading to bad decision making. 

 

Empowerment means management are handing over control, responsibility and power to 

subordinates. Some managers may be cautious of this reallocation of power. 

 

 

Total Quality Management 

: Is a state of mind, a way of doing business, which means that the organisation continues to 

improve. It focuses on quality awareness at all levels in the organisation. This is a zero defects 

approach. 

● TQM is a set of rules and practices for enhancing customer satisfaction by providing 

higher quality products and services in a rapidly changing world. 

 

● It originated in Japan in the 1970’s and soon western countries noticed that the 

 

Japanese provided unequalled product and service standards. The firm should focus on 

customers. Their satisfaction is the only lasting means of business success. 

 

● The firm should aim to have continuous improvement. It should monitor key activities on 

quality and service. There should be people’s active intelligent participation. 

Networking-is the use of business contacts. The company gains more by sharing its ideas and 

practices than it loses by not keeping them secret Mutual learning accelerates the rate of 

improvement. 
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TQM incorporates Just in Time manufacturing 

It is a system whereby the raw materials will arrive as closely as possible to the time of use. It is 

also a Japanese concept. 

Good co-ordination and communication are essential e.g. Electronic Data Interchange 

Less working capital is tied up in stock and this improves liquidity. 

Total Quality Management is a systematic approach whereby quality permeates the entire firm 

and includes all employees, all resources and all the various departments. 

It focuses on a customer- orientated approach and is based on continuous 

improvement, which ultimately satisfies more needs and wants of customers and their 

satisfaction is the only lasting means of business success.

It reduces waste and associated costs as there will be fewer mistakes, fewer delays and a 

better use of time. This also improves the firm’s profits.

There is greater job satisfaction as empowerment, intrapreneurship and participatory 

decision-making are encouraged. Employees are faced with greater challenges and 

labour turnover is usually reduced.
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Quality Circle 

Def: Team members hold meetings to discuss potential improvement areas in the firm. Members 

are trained to identify analyse and solve work related problems. It allows staff to participate in 

decision-making and improves standards. 

a group of employees who meet regularly to consider ways of resolving problems and improving 

production in their organization. 

 

Quality Assurance is a system that guarantees customers those detailed systems are in place to 

govern quality at every stage in production from design right through sales/ refers to the 

maintenance of a desired level of quality in a service or a product, by means of attention to every 

stage of the process of delivery or production.  

 

Quality symbols (i.e. Q mark) show consumers that a product can be trusted – quality has been 

approved – products have met industry standards which should result in increased customer 

loyalty/satisfaction. 

 Can be used as a marketing tool to gain a competitive advantage/ increase sales/gain sale from 

competitors.  

Allows business to export more easily – quality symbols such as ISO9001 are internationally 

recognised/ improved reputation. 

 By becoming associated with a high level of quality a business may be able to charge a higher price 

for its products leading to higher profits.  

Cost savings-less wastage/mistakes. May ensure repeat sales of products/source of competitive 

advantage. Better motivated employees/Job satisfaction. 

 

World Class Business/ Manufacturing 

● Is a philosophy aimed at doing things quicker, better, cheaper and together WCB is 

promoted by Enterprise Ireland. It has introduced benchmarking which is a means of 

assessing a firm’s progress when compared to the best. 

 

● WCM project can be defined as the structured implementation of a range of concepts generally 

referred to as Just in Time, Total Quality Control and Employee Involvement to achieve a 
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substantial improvement in operational performance and to create a permanent process of 

continuous improvement. 

It was discovered by the company “Rank Xerox”.  

They discovered that Japanese competitors were selling at their cost price. 

Therefore, the Japanese were their Benchmarks and Improvements based on 

Benchmarks are called World Class Business. 

        JIT reduces waste TQM identifies the causes of waste. 

        Empowerment allows people to think as well as to do. 

 

Results of these modern techniques 

 

● Employee satisfaction is needed to enhance customer satisfaction, which drives the entire 

business. The causes of waste are identified and eliminated Empowerment improves decision 

making and the customer is the focal point of every aspect of the business. 

 

Strategies to Implement Management Change 

 

Communication/ Consultation: Communication should be honest and open. Management should 

explain the need for the changes and the consequences of not taking any action to ensure the 

survival of the firm. The benefits of change should be explained to staff. This will reduce uncertainty 

and tensions among employees. 

Negotiation: Management may discuss with employees and their representatives the changes in 

work practices required with a view to coming to some agreement in relation to pay and 

conditions of employment, without damaging industrial relations. 

 

Rewards: 

Staff should be rewarded for taking part in/embracing change. Rewards will encourage the 

workforce to engage with change and see change as positive. Rewards should take account of the 

demands of the change. 

Facilitator: Management could change from a controller to facilitator (helping employees 

perform the tasks rather than controlling them) etc. 

 

Empowerment: Staff should be involved in the decision-making process giving them a sense of 

ownership in the process of change. Employees are encouraged and empowered to come up with 
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ideas and these opinions and ideas are considered. This allows employees to feel they have a voice 

and encourages them to take on extra responsibility. With the increased responsibility comes 

increased enthusiasm for the job and doing it right. 

Adequate Funding/Resource provider: Finance and funding of human and physical 

resources provided with an emphasis on new technology. 

Training and Development: Staff must be trained in the management and use of new 

technologies to achieve efficiencies and provide a better service to its customers. 

Emphasis on quality/ TQM /Quality Circles: The focus of change has to be on the quality of output 

and quality management which is firmly based on teamwork. 

. 

Impact of Technology on Personnel 

Efficiency 

Technology can improve the way your employees do their jobs, making them more efficient and 
freer from the burden of tedious, repetitive tasks. Technology simplifies many job functions, which 
in turn strengthens performance and improves job satisfaction. For example, configuring Outlook to 
send personalized messages to a large group of email addresses can shave hours off the job of 
sending individual messages.  

Communication 

Remote employees benefit from communication technology. With VOIP (Voice Over Internet 
Protocol), employees who telecommute don’t need to rely on their mobile phones since the same 
type of multi-line office phone can be connected to an Ethernet cord in a home office mirroring the 
typical office setting, assuring remote employees they're part of a team. Future employees can 
attend job interviews that are outside reasonable commuting distance with video conferencing 
technology, which is particularly helpful for those who are looking to relocate. 

Training 

Technology can dramatically change the landscape for training within your organization. Whether it 
is training on new technology itself or you’re providing training for professional and personal 
development. For example, webinars are an effective way to provide training at different times for 
employees who work outside the typical 9-to-5 schedule. Also, using technology for on-demand 
training may be less costly than hiring in-person facilitators to conduct learning sessions. The cost 
savings may be better utilized to incentivize training options. 
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When you provide training in new technology or any professional development training, you are 
conveying the message to your employees that you’re interested and invested in providing them 
with opportunities to perform at optimal levels and committed to preparing them for potential 
career opportunities down the road. 

 

Redundancies 

Machines have replaced people and accordingly jobs are being lost having negative consequences. 

The firm suffers from lower productivity and statutory redundancy payments costs. 

 

 

 

Impact on costs 

 

Property costs 

Expensive premises may no longer be as important. Employees can work at cheaper 

locations. 

Reduces waste. 

It improves the production process (including the use of CAD/CAM (Computer aided Design / 

Manufacture). It allows for product adaptation, and it improves efficiency. It improves accuracy 

and EDI can be used for stock ordering. 

Training 

The firm will have to prepare the staff for the challenges of operating the new technology. This 

will increase the firm’s overheads. 

Huge initial costs 

The firm must install expensive hardware and software and the cost is borne before it gets a 

chance to recoup any additional revenues. 

 

Impact of Technology on business opportunities 

Increased sales 

It allows for new business opportunities e.g. direct selling on a website i.e. Ryanair.com. 

Direct marketing 

It is an expanding system, and it is cost effective. It gives us access for overseas markets. 

Decision making 

It allows better decision-making. 
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More information is available for managers/owners Better financial decisions. 

Design 

Computer aided design allows a better, more flexible approach to developing new products. It 

reduces the percentage of defects and saves money. 

Drawbacks of Technology 

• Could mean making workers redundant which affects a firm’s reputation and costs in terms

of retraining.

• Machines could experience technical problems which could affect/halt production.

• state of the art technology is very expensive and potentially time consuming to set up.

Summary of the effects of technology on a business. 

Impact on finance for acquiring the technology-financial cost of purchase; installing and 

maintenance costs. 

 Impact on production- product quality/greater efficiency /economies of scale/reduced costs/speed 

of production etc.  

Impact on staff (employees and management)- staff redundancies; training costs; wider span of 

control; E-working; more competent staff; greater efficiency in administrative functions, etc.  

Impact on communications-Quick/better decision making due to availability of large amounts of 

data, etc.  

Impact on marketing-on-line advertising; on-line sales. Ecommerce; E-business, etc. 

 Impact on sales/enhanced reputation with existing/ potential customers; edge over rivals, etc. 

Impact on security- Breakdowns/security breaches/business vulnerability, etc. 
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ALWAYS MENTION THE NAME OF THE TECHNOLOGY FIRST 
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UNIT 5 

CHAPTER 14 – IDENTIFYING OPPORTUNITIES 

Internal and external sources of ideas 

ONLY USE THE SPECIFIC MATERIAL GIVEN BELOW 

Internal  

Brainstorming sessions.  

This involves people from different areas of the business coming together and creatively thinking up 
new ideas. Some of these ideas are rejected while some are given further consideration. The 
diversity of the team assists in the creativity process.  

Sales personnel. 

 Market research or feedback from sales representatives is a major 

source of product innovation and new product ideas.  

Ideas from employees 

 through suggestion schemes or suggestion boxes. A good idea may be rewarded by a bonus. A good 
intrapreneurial culture exists within Google fostering innovation e.g. “Google’s "20 Percent Time" 
strategy gives engineers time and space to work on their own projects. 

 The R&D department may discover a new product/or improve an existing product  

through research and development, for example Google spent in the region of 13% of  

its revenue ($3.7 billion in 2011) on research and development. Viagra was originally a heart tablet 
(other functions are side effects) 

External  

Monitoring competitors and copying some of their product ideas, while being mindful 

of patent and copyright law e.g. Samsung and Apple.  

Import substitution  REPLACED! 

where a product that is currently being imported is substituted by a home-produced product of a 
similar quality or price. E.g Irish potatoes replacing Dutch potatoes. 

 Use a Market Research company to identify gaps in the market and market trends. 

Companies can then exploit these gaps or niche markets. SPECIALISED 

Customer Complaints/Feedback could result in changes in or further developments of 

  existing products. 

 Foreign travel or trade shows such as the Web Summit could inspire 

 companies to make a new product for the domestic market. WATERPARKS IN IRELAND 

Changing legislation  the green tax on plastic bags has paved the way for a demand for eco-
friendly bags. Opportunities appear due to the changing rules and regulations in the economy. 
There has been a huge demand for outdoor pub accessories to cope with the smoking ban.  
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Changing trends and tastes Irish consumers may be influenced by media enforced fashion changes 
or just worldwide trends. Our needs, wants and tastes are dynamic. 

In 1985 Masterfoods introduced the “Uncle Ben’s” range to Ireland GLOBALISATION 

50 STARS 

NEW PRODUCT AND SERVICE DEVELOPMENT 

All new ideas must be thoroughly researched, and it is at this stage that we look at market research. 

Market Research 

Is the gathering, recording, and analysing of information involved in the transfer of goods 
from the producer to the consumer. It reduces the risk of business failure. 

This information has to convince the entrepreneur, but its validity would also be carefully 
examined by the Investor. 

KNOW PRIMARY AND SECONDARY 

Summary for the exam 

PURPOSE OF MARKET RESEARCH (2020) 

Market: it provides information about the size of the market and whether it is growing. It also 
provides information about the characteristics of the market (age of people in it, their income, their 
location)/measures brand recall, recognition. 

Competitors: it reveals information about competition in the market, their products, market share 
and their strengths and weaknesses. 

Marketing Mix: it helps a business decide on the marketing mix it will use to sell its products. i.e. 
the Product, its Price, method of Promotion and the Place where it will be sold. 

Consumer Reaction: businesses can find out the reasons why consumers buy a particular product 
and what influences their buying behaviour. 

Reduces Risk:  market research makes it more likely that a product will succeed. It reduces the risk 
of the business using resources producing products, which the consumer does not want/ may 
explore ways to expand and develop business with a view to providing the customer with greater 
quality and service. 

 Sales: it assists a business in working out the likely sales for its products. 

Market research techniques 

Field (Primary) research  

Field research  

Field research involves going into the marketplace to gather first-hand or new  

business information. It is primary research which is carried out by making direct 

contact with customers or potential customers. 
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Field research tends to be expensive and time consuming, but it does provide  

specific information on the behaviour of the target market.  

Field research methods or techniques include surveys, observation, questionnaires, and customer 
panels. 

Surveys involving personal interviews and questionnaires with a sample of the     population can be 
very effective tools in accessing and collecting detailed information   about consumer’s tastes, 
behaviours, and attitudes in the marketplace. 

Observation involving viewing consumers in action e.g. the number of customers 

selecting a particular product during a particular period in the store. 

Field research ascertains attitudes and opinions of its customers and they can make specific   
changes to their products and product portfolio based on the feedback received. 

Field research allows the company to satisfy its customer needs more effectively. 

Consumer panel 

A sample of entire market is chosen to give their views and allow their consumer behaviours to be 
monitored e.g. Neilsen TV ratings. 

Focus group pays a small group to test marketing ideas. 

 

 

Desk Research  
Desk research involves accessing information that has already been gathered. 

 It is secondary research and can be both internal and external.  

Desk research is relatively cheap which keeps business costs down, thereby  

ensuring a competitive business.  

Different types of desk research include the internet, internal sales reports, trade  

reports, Central Statistics Office publications, newspapers etc.  

 Desk research can provide information on competitors and consumer spending  

patterns.  

The daily sales records of a firm would indicate if consumer spending patterns have changed and if 
they are ready for different accessories in a range.  

 The CSO would provide information on the population details of towns (i.e. age,  

 sex, family structure etc.) and its household budget survey would give information  

 on households spending patterns on different types of goods. 

Desk research tends to give general information and if we want to find specific information, we will 
use primary (field) research. 

 

 

 

VERY LIKELY FOR THE ABQ 

 

STAGES OF NEW PRODUCT DEVELOPMENT 50 STARS 

 

1) Idea generation 

This is the search for all possible products that could be offered to the consumer.  Several ideas 
gathered should eventually lead to a few good ones.  Brainstorming is often used.  This means 
forming a think tank of employees from a cross section of the firm.  The session, which is often held 
“off-site”, must produce definite ideas before it is concluded.  

This is an efficient, methodical way of finding ideas for new products and services and can come 
from internal or external sources. 
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Baileys looked for a drink of contrast to reflect our landscape weather etc. 

 

2) Screening ideas 

At this stage they eliminated unsuitable ideas and concentrated on those with the greatest 
potential.  Screening eliminates poor ideas as early as possible and concentrates on turning good 
ones into profitable ones. May use SWOT analysis. 

 

The search was narrowed to whiskey and cream. 

         

3) Concept development 

This means that a product must be put together in a meaningful manner for consumers.  It must 
satisfy consumer needs and wants and be in some way different. 

A unique selling point is highlighted to distinguish the product from the rest. 

 

When it was first launched over 30 years ago, Baileys Original Irish Cream created a type of drink 
never tasted by consumers before. Its rich combination of fresh dairy cream, Irish whiskey, finest 
spirits, and natural flavours provides a luxurious drinking experience.  

 

4) Feasibility study 

The firm looked at the impact of the product on the area of costs, revenues and profits.  The 
demand for sales was forecasted and contribution and breakeven point were established. Can the 
product be made successfully? 
The feasibility study takes place after the concept development phase and investigates 
how viable it will be to produce the product in terms of production, cost and profitability. A 
feasibility study is an investigative report into the potential and profitability of a business idea. 
- Market feasibility i.e. is there a demand for the product/what is the best marketing mix for the 
product and what are the sales figures likely to be? 
-Financial feasibility i.e. can the business finance the development, production and marketing of the 
product? 
- Production/technical feasibility i.e. does the business have the machinery, equipment and 
buildings to manufacture the product? 
- Skills feasibility i.e. does the business have the requisite skills to make the product e.g. 
management skills and employee skills or will training be required and if so how much will this 
training cost? 
- Environmental feasibility i.e. will the production processes necessary for the new product have an 
impact on the local environment? Will planning permission be required? 
 

Over 40,000 dairy cows produce the daily cream requirement and most of the premium-quality 
ingredients and packaging are sourced in Ireland. This has reduced costs. 

Excise duty and VAT applies 

 

5)  Prototype development 
 is the creation of the first working model/mock-up/sample of a new product/producing an 
update/improvement of an existing product? 
This cycle is the only method for refining the original design to create a fully functioning product. 

At this stage, the original of the species is put together in a form suitable for testing.  
It is important that the idea and design can be “married “into a product suitable for the consumer 
the prototype must be suitable for full-scale production, so testing is carried out. It is a lengthy and 
expensive phase. 

http://images.google.ie/imgres?imgurl=http://www.thewhiskyexchange.com/Site_Data/thewhiskyexchange_com/manufimages/jameson_logo.gif&imgrefurl=http://www.thewhiskyexchange.com/P-2874.aspx&usg=__X0VRO1TKi8JRGpdTcX7XCcdi48U=&h=103&w=190&sz=4&hl=en%20
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It is important to develop a prototype for test marketing. 

At this point the appearance shape taste and smell became clear 

6) Test marketing
is a trial on a small basis during product development to determine how people respond/react to a
new product or respond/react to a change in an existing product?

It can be used to see whether or not the public will buy the product, how the product may need to 
be adjusted to make it appealing to the public, and how members of the public interact with the 
product. 
A small number of units of the product is released onto the market to gauge the reaction of the 
potential customer.  The limited edition of the product allows the producer to make modifications 
and improvements.  This reduces the risk of failure before full-scale production is commenced.  It 
was tested and retested.   

Baileys was found to be too sweet, and its clear bottle caused the cream to curdle in sunlight 

7) Full Launch and evaluation

In 1974, Gilbeys of Ireland launched a new brand into the specialty liqueur market.  It was unique,
smooth tasting and made entirely of natural ingredients. The great taste of Baileys Original Irish
Cream was fundamental to its success.

By 1980, the product had annual sales of 1.5 million cases. By the end of 2003, Diageo was delighted
to announce that Bailey’s production had reached 6.6 million cases a year.

Baileys is the number one selling liqueur in the world and the seventh largest selling premium spirit
brand. Sold in 130 countries, it accounts for 6% of all Irish food and drink exports.

BREAKEVEN CHARTS 

Uses of Breakeven Charts 

- It shows the point of production at which the firm makes no profit or loss i.e. it has

broken even, and total costs are equal to total revenues.

- It allows us to show the effects of an increase in our costs.

- It allows us to show the effects of a change in selling price.

- It shows the profit or loss made from a specific level of production.

- It shows our margin of safety i.e. the number of units by which we can afford to

reduce production before we start to make a loss.

Barton DAC supplies the following information about its activities 

• Fixed Costs €300,000

• Selling price per unit €30

• Variable Cost per unit €15

• Forecast Output 40,000 units
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Illustrate by means of a Breakeven Chart. 

• Breakeven point

• Margin of safety

• Profit at Forecast Output (30 Marks)

Preparing a table is useful as the figures will pick up marks even if the chart is incomplete. 

Units FC VC (€15pu) TC TR (€30pu) P/L 

0 €300,000 0 €300,000 0 (€300,000) 

10,000 €300,000 €150,000 €450,000 €300,000 (€150,000) 

20,000 €300,000 €300,000 €600,000 €600,000 BEP 

30,000 €300,000 €450,000 €750,000 €900,000 €150,000 

40,000 €300,000 €600,000 €900,000 €1,200,000 €300,000 

We can use the Breakeven formula to prove the answer. 

Fixed Costs 

Selling Price per unit- Variable Cost per unit 

€300,000 

€30 - €15 

= 20,000 units 

A Breakeven chart is a series of three lines drawn on an x axis and a y axis. 

The lines needed are. 

• Fixed Costs

• Total Costs

• Total Revenue

• Draw in x axis at 10000 intervals about 6 square gaps.

• Draw in y axis in €100,000 intervals about 2 squares gaps.

• Put in Title at top

• Label Units on x axis

• Label € on the y axis

• Plot the FC curve (It will be horizontal)

• Plot the TC curve using our two points from the table (0, €300,000) and (40,000, €900,000)
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• Join the dots and label the TC curve.

• Plot the TR curve using our two points from the table (0,0) and (40,000, €1,200,000)

• Join the dots and label the TR curve.

• Label BEP where TC and TR intersect.

• Drop a vertical broken line from BEP to the x axis.

• Bring a horizontal line from BEP to the y axis.

• Bring up a vertical broken line from 40,000 units to top of chart.

• Gap between the vertical broken lines is called the Margin of Safety.

• Label Profit at present output between the TC of 40,000 units and the TR of 40,000 units

• You may use broken lines like the example in the manual.

• We can test our answer by using the BEP formula.

FC
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TR
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Profit at present output 
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€300,000 

€30 - €15 

= 20,000 units 

Do the following charts for Homework. 

Booklet will be provided. 

(B) 'Seat soft' Ltd. manufactures office chairs. To survive it must meet its costs. 'Seat soft' supplies
the following figures about its activities:

• Fixed Costs IR£ 1 million

• Variable Costs per unit IR£20

• Forecast output (Sales) 70,000 units.

• Selling Price IR£40 per unit.

Illustrate by means of a break-even chart: 
(i) The Break-Even Point.
(ii) The Profit at full capacity.

The margin of Safety.

Units SPpu FC VC (€20pu) TC TR €40pu P/L 

0 €40 €1m 0 €1m 0 (€1m) 

10,000 €40 €1m €.2m €1.2m €.4m (€.8m) 

20,000 €40 €1m €.4m €1.4m €.8m (€.6m) 

30,000 €40 €1m €.6m €1.6m €1.2m (€.4m) 

40,000 €40 €1m €.8m €1.8m €1.6m (€.2m) 

50,000 €40 €1m €1m €2m €2m BEP 

60,000 €40 €1m €1.2m €2.2m €2.4m €.2m 

70,000 €40 €1m €1.4m €2.4m €2.8m €.4m 
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(i) A business supplies the following figures about its activities.

• Forecast Output (Sales) 20,000 units

• Selling Price €50 per unit

• Fixed Costs €300,000

• Variable Cost per unit €20

Illustrate by means of a break-even chart: 
(a) The Break-Even Point.
(b) The Profit at forecast output.
(c) The Margin of Safety at forecast output. (25 marks)
(ii) Outline the effect on the break-even point if variable costs increased to €25 per unit.
Illustrate your answer on the break-even chart. (10 marks)

(C) As part of its feasibility study for a new product, Moore Ltd supplies the following financial
information:

• Forecast Output (Sales) 40,000 units

• Selling Price per unit €20

• Fixed Costs €300,000

• Variable Cost per unit €10
(i) Illustrate by means of a breakeven chart the following:
(a) The Breakeven Point.
(b) Profit at forecast output.
(c) The Margin of Safety at forecast output.

CHAPTER 15 - MARKETING 

Marketing is all the activities involved in the identifying, anticipating and satisfying of consumers 
wants profitably.  It is the complete process from idea through to sale. 

Marketing is the complete process whereas selling is the art of persuading somebody that this 
specific good is for them. 

The management process through which goods and services move from concept to the customer. It 
includes the coordination of four elements called the 4 P's of marketing: 

(1) identification, selection and development of a product,

(2) determination of its price,

(3) selection of a distribution channel to reach the customer's place, and

(4) development and implementation of a promotional strategy.

For example, new Apple products are developed to include improved applications and systems, are 
set at different prices depending on how much capability the customer desires, and are sold in 
places where other Apple products are sold. In order to promote the device, the company featured 
its debut at tech events and is highly advertised on the web and on television. 

http://www.businessdictionary.com/definition/management.html
http://www.businessdictionary.com/definition/process.html
http://www.businessdictionary.com/definition/goods-and-services.html
http://www.businessdictionary.com/definition/concept.html
http://www.businessdictionary.com/definition/coordination.html
http://www.businessdictionary.com/definition/element.html
http://www.businessdictionary.com/definition/marketer.html
http://www.businessdictionary.com/definition/selection.html
http://www.businessdictionary.com/definition/development.html
http://www.businessdictionary.com/definition/distribution-channel.html
http://www.investorguide.com/definition/customer.html
http://www.businessdictionary.com/definition/promotional-strategy.html
http://www.investorguide.com/stock.php?ticker=AAPL
http://www.businessdictionary.com/definition/product.html
http://www.businessdictionary.com/definition/developed.html
http://www.businessdictionary.com/definition/system.html
http://www.businessdictionary.com/definition/price.html
http://www.businessdictionary.com/definition/capability.html
http://www.businessdictionary.com/definition/place.html
http://www.businessdictionary.com/definition/promote.html
http://www.businessdictionary.com/definition/device.html
http://www.businessdictionary.com/definition/company.html
http://www.businessdictionary.com/definition/events.html
http://www.businessdictionary.com/definition/web.html
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Marketing Concept LCHL 2020 

This philosophy always focuses the business on satisfying the consumers’ needs and wants and all 
staff should always have this theory in the front of their minds.  The business will be customer 
driven.  However, we must also minimise cost without sacrificing quality.  All marketing methods 
are co-ordinated into a plan to achieve these objectives. 
 

Advantages. 

❑ It increases sales revenue as the firm is customer focused. 

❑ It reduces waste as suitable attractive products are made available. 

❑ A good image and reputation are created in customers minds. 

 

Marketing Management 

A set of policies are drawn up to co-ordinate the firm towards satisfying existing consumer demand 
and creating new demand.  It includes the following. 

 

Research 

The firm should use suitable techniques to monitor demand and potential demand and all the 
activities relating to this market. 

 

Forecasting 

We must estimate the numbers of units based on present demand and potential demand. 

 

Segmentation 

We can divide the market into specific sections or niches, which offer a specific target market e.g. 
Haagen Daas ice cream. 

 

Product 

We must focus on consumers’ needs and wants but must link sales to production to ensure quality 
standards. 
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Pricing 

We must find a price, which gives good value and is competitive but also covers our costs and takes 
the retailers’ margin and our profit into account. 

 

Packaging 

We look for a package that is attractive to the consumer.  Practical in its function e.g. containing 
bubble-wrap and contains the legalities e.g. Best Before. 

 

Distribution 

We must choose an appropriate method of getting the good to the consumer in a physical sense 
and in the emotional sense. 

 

 

 

 

 

 

Marketing strategy 

A marketing plan takes the stated aims and objectives and then puts in place a series of marketing 
activities to ensure those objectives are achieved. Marketing plans can cover any time period, but 
normally set out activities for the next one to five years at either a business or brand level. 

❑ The marketing plan will organise product policy, price policy, place policy and promotion 
policy so as best to achieve the firms’ overall objectives. 

❑ It includes market segmentation and a focus on niche markets. 

❑ It develops a marketing mix. 

 

The firm carries out a SWOT analysis before drawing up the marketing plan.   

 

 

READ THE STARBUCKS MARKETING STRATEGY 

http://www.thetimes100.co.uk/glossary--marketing-plan-870.php
http://www.thetimes100.co.uk/glossary--brand-118.php
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Advantages of the marketing plan 

SWOT Analysis 

The business conducts a serious self-examination, and it can consolidate its strengths, improve its 
weaknesses, take advantage of opportunities, and counteract its threats. 

 

It improves co-ordination. 

All the important departments are linked together to achieve a common objective e.g. if the sales 
department receive complaints, they pass them on to the production department. 

 

Goal setting  

A firm that sets a target of a 25% market share in 2018 can measure its success or failure easily and 
it has a useful yardstick, and it can work on its failings. 

 

Raising finance 

All plans are useful when the firm is looking to present a case to a new investor or when seeking a 
loan from a financial institution.  It shows signs of good management. 

 

 

 

 

 

Market segmentation 

20 STARS 
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Market segmentation involves dividing up the market into clearly identifiable sections, which have 

common characteristics. It allows a firm to identify who their target market is e.g. the targeted 

section for Fredo bars is younger children without income. 

1. Demographic segmentation separates your audience by who they are, using the following

traits: age gender occupation income family status.

Example expensive jewellery is targeted at families or individuals with high disposable

incomes. 

2. Geographical segmentation is best used when a customer’s location influences their

purchase decision. This is going to be true for nearly any business, which is why

geographical segmentation is one of the most popular forms of segmentation used.

Example Marks and Spencer pre prepared luxury foods are aimed at urban dwellers more

than rural shoppers.

3. Psychographic segmentation separates the market audience by their personality.  For

example: Interests, attitudes values and lifestyle This can be especially useful for businesses

which sell a product or service that will make an impact on people with specific world views

or ideas.

Example People who would typically buy Green and Blacks ethically sourced chocolate.

We divide the markets into buyers with homogenous needs and wants. 

Benefits of Market segmentation  

Market segmentation benefits a small business owner, by enabling to determine characteristics that 
your target market members value most. It also enables you to design or select your products or 
services to match the wants and needs of your target market members. 

Market segmentation enables you to determine your target market’s wants and needs. You just use 
multiple demographic segments to determine shared characteristics across segments, including 
personality (psychographic) and behavioural characteristics. 

To focus its marketing strategy on the customers who are most likely to buy the product. 

To achieve cost effective use of resources by avoiding markets which would not be profitable. 

 The firm will have the opportunity to build loyal relationships with its customers from a young age 
and increase its potential for development of future products e.g. accessories. 

Market segmentation provides information to help the firm to decide on the most appropriate 
marketing strategy and promotion mix to use for marketing the products e.g. Radio, T.V, 
competitions, sponsorship, social media etc. 

Advertising is better targeted: The selection of a certain segment will allow firms to better target 
advertising. This will increase the impact of advertising and lead to higher sales. 



BUSINESS 

Philip Curry – LC Business 2021 Page 197 

Price can be accurately used to set the right image for the product if matched or targeted at the 
consumer’s income. 

Niche markets 

❑ A niche market is a specialist market, which attempts to match a customers’ exact
requirements.

❑ A small, specialised segment of a larger market for a product or service. It is a specialised
market with only a few suppliers.

❑ Organic foods/ Free Range poultry

❑ Speciality ‘Free From’ foods – Vegan/lactose free/gluten free/food items for diabetics.

❑ Specialist types of clothing / footwear.

❑ Wedding shoes for a bride Vinyl records Irish Horse racing yearbook.

❑ Middleton very rare Whiskey €225

Green marketing 

is catering for the needs and wants of consumers who are only prepared to use goods that have 
minimised damage to the environment and / or do not cause damage to health. 

It has grown from guilt and social pressure and from producer’s desire to profit by doing the right 
thing. 

Companies involved in green marketing make decisions relating to the entire process of the 
company’s products, such as methods of processing, packaging, and distribution. 

This is a growing market and firms are prepared to supply it as green consumers are more 
concerned with health and the environment than they are with price. 

Green goods must be produced as part of environmentally sustainable development methods. 

Examples 

Sainsburys range of organic skin care products 

B & Q sourcing timber only from replanted forests 

Renault Zoe 
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CHAPTER 16 – MARKETING MIX 

o Product (Needs + Wants, Design, Package, Brand, and Product Life Cycle)

o Place (Channels of distribution)

o Price (Factors, Strategies)

o Promotion (Advertising, Public Relations, Sales Promotion, Personal Selling)

Also known as marketing tactics the marketing mix can be changed to suit the firm’s objectives. 

The product is made up of the detailed characteristics, which the item has 
to offer.  Its aim is to satisfy consumer’s needs and wants but it must be produced profitably. 

The product includes all the extra features.  A car is a basic product but the airbag, music system 
and the guarantee are extras but are still part of the product. 

Research and development have a major impact on the product e.g. learning to cut down on the 
number of component parts. Less parts mean a better-quality opportunity. 

(I) Design

refers to all the external features of a product e.g. shape and pattern.  The Japanese were able to
design and introduce a new car every 3 years whereas it took Western firms 7 years.  World-class
business incorporates design improvements.  Plastic moulders and metal fabricators are now
flexible people who can cope with new designs at short notice.

Function: This is linked into the main clauses of the Sale of Goods and Supply of Services Act 1980
which puts a legislative onus on producers to manufacture goods that are of merchantable quality
and fit for the purpose intended. The product must do what it is expected to e.g. a lawnmower
should operate as expected and cut grass properly.

The value of this approach is that the specific needs of the consumer will be met in line with the
marketing concept. This will lead to repeat purchasing, consumer loyalty and ultimately increased
sales and profits for the business.
Form:
The product must be aesthetically appealing in terms of shape, size, colour, style, image etc. e.g.
(iPad).
The product must be practical and comply with safety standards; however it must also be
appealing. For example car marketing campaigns emphasise efficiency, reliability, and aesthetic.

A well-designed product with marketable features that cannot be manufactured effectively is a 
failure.  Many cars over the years were based on similarly designed engines with different outer 
skins.   

Packaging is an important marketing tool, as it remains with the product at point of purchase until 
the product is used. It also gives the product a good visual image and, through display techniques, 
distinguishes it from competing products.  

Protection: Packaging safeguards the product during transit, storage, and handling. It also keeps the 
product fresh, preserving quality until it is used. 

PRODUCT 

Product also includes (II) Packaging. 
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Information: The packaging contains information on contents, ingredients, best before date, health 
warnings etc. 

Differentiation/source of competitive advantage: Many products are instantly recognisable 
because of the shape or design of the packaging, some of which are patented and legally protected 
e.g. Coca-Cola bottle.

Promotion: Packaging helps market the product because it can draw attention through brands and
logos, shape, and colour.

Customer/user friendly: Microwave porridge, popcorn, soup, beans etc. make food consumption
more convenient and increase sales.
(Size and Quantity)
Packaging can control the size and quantity of a product.
Portion control helps control inventory, create product consistency, and can help regulate prices.

(Marketing)
Packaging is the front line of marketing. Through design and marketing

communications, packages can help sell a product and differentiate it from similar products. The
packaging can also help promote product branding.
(Security)
Product security can be provided through packaging. Packing can make items tamper resistant, can

help reduce theft and can help prevent harm from dangerous products.

A brand is a distinguishing mark, feature or name which allows instant customer recognition e.g. 

A brand is legally registered as a trademark, which gives exclusive rights to the owner.  A brand 
creates a myth of superiority in the consumers’ mind, which means that the consumer is willing to 
pay more for the good or service. 

Benefits of branding for the Business 

Marketing: Having a brand name makes it easier to distinguish the product from competitor’s 
products/instantly recognisable. Can be used as a marketing tool for advertising purposes. 
 Kellogg’s is well known, and they have different promotions to keep it to the fore of consumer’s 
minds. 

 New Products are easier to introduce if the brand name is already well known. Different products 
are released under the Kellogg’s brand.  

 Pricing: A well-known brand name can command a premium price. Kellogg’s brands command 
higher prices than for instance own brand labels/ premium prices can be charged.  

Sales increase: Repeat purchases increase sales. 

Product includes branding. 

file:///C:/../imgres
file:///C:/../imgres
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 Market Segmentation: Individual market segments can be identified and targeted with different 
products under the brand name. e.g. Kellogg’s Rice Krispies. 

Customer Loyalty: Over time consumers become loyal to a particular brand and will not change. 
Consumers tend to eat the same brand or cereal each day. Branding allows a company to 
differentiate themselves from the competition and, in the process, to bond with their customers to 
create loyalty. A position is created in the marketplace that is much more difficult for the 
competition to ‘poach’. A satisfied customer may leave, but a loyal one is much less likely to. 

Brand names can be registered to protect the owner so that no other firm can use that name. 

 Products may become the brand. Some brands become so popular over time that the product 
becomes the brand e.g. Google, hoover, biro, tipex etc. 

Benefits for the consumer: 
 Branding helps the buyer to identify a particular supplier’s goods and creates and maintains their 
confidence in the performance of the brand. 

Consumers remember simple names. It is important to make sure the name can be associated with 
a positive value, characteristic, or position. Consumers like products to which they can associate 
positive qualities.  

The purchase and use of brands allow a consumer/buyer to fulfil their need of self-expression and 
also communicate his or her self-image. A consumer/ buyer who defines him/herself as successful 
and powerful may drive a Mercedes! 

Brands help consumers/buyers to judge the value/measure the quality of a product. Country of 
origin can influence consumers in making judgements as to whether a product is of value or not. e.g. 
French perfume, Italian leather, Swiss watches. 

 Kellogg's has, over the years, built up some key core brand characteristics, emphasising quality and 
nutritional benefits that will apply to any Kellogg's product. Consumers will trust the Kellogg's 
brand name to fulfil these requirements whichever type of cereal they choose.  

LOOK UP IRELANDS TOP 10 FOOD BRANDS BY SALES FOR HOMEWORK 

Own Brands 

These are products sold by retailers/multiples under the retailer’s own name and logo. They are 
known as ‘retailer brands. Large multiples such as Tesco’s and Dunnes use own label brands e.g. 
Tesco milk, Dunnes ‘Honey and nut flakes’ cereal. 

 Reasons why retailers use them. 
(i) The retailer can request the manufacturer to make the goods to certain specifications
e.g. quality, size, shape etc.
(ii)Greater control over distribution channels/can seek bigger discounts from suppliers.
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(iii) The retailer can generally sell ‘own- brands’ at a cheaper price than the market leader and
other brands/ ‘value for money’.

Definition of 'Product Life Cycle' 

The period of time over which an item is developed, brought to market, and eventually removed 
from the market. First, the idea for a product undergoes research and development. If the idea is 
determined to be feasible and potentially profitable, the product will be produced, marketed, and 
rolled out. Assuming the product becomes successful, its production will grow until the product 
becomes widely available. Eventually, demand for the product will decline and it will become 
obsolete. 

Introduction: 

 Sales are slow as the product is not yet known. Costs are high due to heavy marketing spend to 

create awareness. Emphasis is on advertising and distribution. The recently launched Keoghs 

Popcorn is an example. 

Growth: This stage shows growing market acceptance and increasing profits. Competitors begin to 

enter the marketplace. The business concentrates on optimising product availability. The Kerry gold 

garlic bread range is an example of brand at growth stage. 

Maturity: The rate of sales growth slows down as the product has been widely distributed and sold. 

The company now focuses on creating brand extensions and promotion offers to boost sales. New 

product research is critical to ensure future sales. The Cadbury Snack range is an example of a brand 

at the maturity stage.  

Saturation: Sales slowdown as the market becomes saturated. Profits level off and may even 

decline due to increased investment in marketing to defend against competitors. McDonald’s is an 

Product Life Cycle 
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example of a brand that has reached saturation stage.  

Decline: Sales slow down dramatically, and profits fall off. The product may be dropped to make 

way for new products and the cycle recommences. Cadbury’s crème egg is an example of a brand 

that has reached the decline stage. 

MUST USE THE 4Ps WHEN EXTENDING THE PRODUCT LIFE CYCLE 

(ii) Illustrate the methods a business could use to extend a product’s life cycle. 
 
The business will have to change the marketing mix associated with the product in order to extend 
its life cycle. 
Product 
Improve the product/change its use/introduce line extensions (different flavours and 
sizes): 
- The business could improve the design of the product, tweaking a feature e.g. adding 
internet access to a mobile phone. May attract new customers or previous customers may retry the 
product to find out what has improved. 
 
Change the use of the product and may attract a wider consumer base/different market. 
Different product line extensions will appeal to different market segments and may 
increase sales. 
Alter the packaging which may appeal to a different market segment. 
 
Price 
Increase/decrease price: 
- The business could change its pricing strategy. Adopting a different pricing strategy may increase 
sales and revenue e.g. selling match tickets at a lower price, which in turn sells out the stadium and 
maximises revenue. Price rise may make the product more exclusive and attract customers. Price 
decrease may mean existing customers buy more of the product. 
Promotion: 
Change the method of promotion. 
- Use a different and more effective promotion technique. Changing to television advertising may be 
expensive but it could increase awareness of the product, encourage customer loyalty, and increase 
sales. 
- Change the name of the product and new promotional techniques could then be used to attract 
attention. 
Place: 
Alter the place the product is sold. 
- Use a different distribution system e.g. direct selling to customers using the internet 
(Ryanair and Dell) may rejuvenate sales and extend the product’s life cycle. 
- Selling online can attract a worldwide audience. 
 
 
 

THE ABOVE IS A POPULAR QUESTION 
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• FACTORS WHEN SETTING PRICES 

• PRICING STRATEGIES 

 

The price is extremely important as we attempt to satisfy consumers’ needs and wants profitably.  
The price will attract or discourage customers, and some will be sensitive to price changes and 
others will take less notice. 

 

The factors include: (Teenage Tracksuits) 

Costs:  

The price should cover the firm’s costs (production, marketing, distribution etc.) and include a profit 

margin. Break-even analysis will help here to find the breakeven point and target profit levels. 

Competitors Prices: 

Competition is very intense in the clothing industry, and this will influence the price to be charged. 

The pricing plateau for the product is a strong consideration, however, the Irish clothing 

company could opt for a low pricing strategy in order to capture market share from competitors.  

Type of Product/Image:  

As the business is selling branded clothing for the teenage market the price may be set at a high rate 

to reflect consumer’s perception of a high quality must have product. 

Stage of Product Life Cycle: 

 As the products are new and at the introductory stage a high price may be charged to help recover 

R&D costs and to give the impression of a superior brand 

 

Exam Watch it is wise to refer to the business or product in your answer. 

 

  

PRICE (2nd of 4 Ps) 
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Describe four pricing Strategies used by firms giving an example of each strategy. 

(25 Marks) 

PRICING STRATEGIES  

(Loss leader is a gimmick used to attract customers due to a very low price often below cost) 

DO NOT use as a pricing strategy in the exam. 

Cost based pricing – this can either simply cover costs or include an element of profit. It focuses on 

the product and does not take account of consumers. Restaurants tend to add on 70% to cost of 

food raw materials to find the price. 

Penetration price – an initial low price to ensure that there is a high volume of purchases and 

market share is quickly won. This strategy encourages consumers to develop a habit of buying. 

Own brand craft beers are an example of this strategy. 

Price skimming – an initial high price for a unique product encouraging those who want to be ‘first 

to buy’ to pay a premium price. This strategy helps a business to gain maximum revenue before a 

competitor’ product reaches the market.  

The Apple iWatch is an example. 

Psychological pricing 

Psychological pricing is a pricing/marketing strategy based on the theory that certain prices have a 

psychological impact. Retail prices are often expressed as "odd prices": a little less than a round 

number, e.g. €19.99 or €2.98.  

Penney’s use this strategy. 

Price discrimination is a pricing strategy that charges customers different prices for the same 

product or service. In pure price discrimination, the seller charges each customer the maximum 

price that he is willing to pay.  

The GAA use this strategy for concessions for OAP on All Ireland days 

Premium pricing sets a very high price to often give the illusion of vastly superior quality goods. E.g., 

Bang and Olufsen TVs 

http://www.thetimes100.co.uk/glossary--market-share-860.php
http://www.thetimes100.co.uk/glossary--strategy-1379.php
http://www.thetimes100.co.uk/glossary--skimming-1302.php
http://www.thetimes100.co.uk/glossary--premium-1076.php
http://www.thetimes100.co.uk/glossary--revenue-1230.php
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Channels of Distribution 

 

 

 
Although figures vary widely from product to product, roughly a fifth of the cost of a product goes 
on getting it to the customer. 'Place' is concerned with various methods of transporting and storing 
goods, and then making them available for the customer. Getting the right product to the right 
place at the right time involves the distribution system. The choice of distribution method will 
depend on a variety of circumstances. It will be more convenient for some manufacturers to sell to 
wholesalers who then sell to retailers, while others will prefer to sell directly to retailers or 
customers. 

 

 

 

 

 

1. Cost: Cost is a factor in choice of channel of distribution. The more stages in the channel of 

distribution the more expensive the product will be for the consumer as each middleman will 

require a cut or mark-up. Ryanair was motivated by cost factors when it cut travel agents out of 

its ticket sales distribution network. Aldi and Lidl purchase directly from manufacturers. 

2. Type of good/durability: Some goods are bulky, others fragile and more perishable. Perishable 

goods must be distributed quickly to the market e.g. fresh strawberries are delivered directly to 

the retailer. High quality products may be sold directly to consumer. 

3. Market size: If the market is large then using a wholesaler to break bulk, store goods and 

transport products to the retailer may be the most economical distribution option.  Cadburys 

distributes their products through wholesalers like Musgrave Group. 

4.  E-business: Companies can advertise and sell their products online using a company web site. 

Consumers place orders and goods are delivered using the postal system or a courier delivery 

service. Asos is an example. 

5.  Technological developments: Have enabled direct contact between business and the consumer 

e.g. direct banking and insurance services. Customers can get quotations over the telephone, 

pay for services with a credit card, transfer funds etc. These services were originally carried out 

in a branch or by agent or broker. 

 
 
 

 

 

Manufacturer-----------------------------------------→ Consumer 

PLACE (3rd of 4 Ps) 

 

Factors influencing the choice of distribution method. 

 

Main Channels of Distribution 

 

http://www.thetimes100.co.uk/theory/theory--calculating-costs-production--207.php
http://www.thetimes100.co.uk/theory/glossary--manufacturers-836.php
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This is normally used for expensive specialist products e.g. fitted kitchens.  This is also called direct 
selling. 

Manufacturer ------------→ Agent -----------------→ Consumer 

A specialist distributor called an agent is chosen who has exclusive rights to sell the goods in a given 
geographical area.  This is selling through a third party e.g. electrical goods. 

Manufacturer ----------→ Wholesaler -----------→Retailer --------------→ Consumer 

This is called the traditional method.  It is suitable for household items and facilitates the breaking 
of bulk. 

Distribution channels 

Ben Sherman uses three traditional distribution channels. Each has distinct characteristics and 
different strengths and weaknesses:  

• its own stores - where the brand is strongest, but requires investment in property, stock and
sales people

• independent fashion stores - whilst offering a unique or more specialised sales channel
these outlets carry limited amounts of stock. Also, the costs of processing, e.g. for delivery
and administration, are relatively higher for smaller orders.

• department stores - will buy centrally but may want discounts if they order in bulk, reducing
Ben Sherman’s profitability

• Own website

Retailer 

This type of business specialises in a given trade and is the direct link to the 
customer.  They also provide worthwhile feedback to the producer. 

 Wholesaler 

This firm buys from various producers in bulk and sells in smaller quantities to the retailer.  The 
wholesaler is often referred to as the middleman and provides worthwhile feedback for 
manufacturers. 

Definitions 

http://www.thetimes100.co.uk/glossary--investment-737.php
http://www.thetimes100.co.uk/glossary--stock-1355.php
http://www.thetimes100.co.uk/glossary--sales-1244.php
http://www.thetimes100.co.uk/glossary--independent-669.php
http://www.thetimes100.co.uk/glossary--administration-21.php
http://www.thetimes100.co.uk/glossary--profitability-1137.php
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Multiples 

These are chains of retail outlets which rent or buy space at prime retail locations throughout the 
country e.g. Eason’s. 

They buy centrally and in bulk and benefit from cost savings in this way. 

CHAPTER 17 – PROMOTIONAL MIX 

PROMOTION These 4 definitions are really important. 

1. Advertising

2. Sales promotion (gimmicks)

3. Public relations and sponsorship

4. Personal selling

Promotion is the 4th P and is concerned with communicating with customers and potential 
customers.  Its purpose is to inform the public that the firm has something available, which will 
exceed the customers’ needs and wants. 

An action taken by a company's marketing staff with the intention of encouraging the sale of a good 
or service to their target market. 

Functions include: 

• They provide information on products and services.

• They encourage and increase sales.

• They show the link between the products, features and a consumer needs and wants.

• They create an image for a product.

Advertising (Promotional mix component 1) 

Is the communication of information about a product or service to the general public in the hope of 
selling the good or service? It aims to drive consumer behaviour towards some commercial interest. 

Promotional Techniques 
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It is a paid for method. 

An ad attempts to, 

i. Inform the general public about a products’ uses and characteristics e.g. Ryanair fares.

ii. Persuade the customer that they need (usually non-essential) items e.g. Gator Grip.

iii. Remind the customer that the product has not gone away and maintain a high profile.

iv. Increase sales and profits.

Media used in Advertising. 

• The firm must choose the correct method.

• It will attempt to reach a large portion of the correct market.

• Frequent ads are more successful, and creativity and humour have a greater impact.

Factors when choosing a method. 

Market segment 

The section is important and which method has the greatest impact e.g. Wine ads during popular TV 
dramas. 

Type of product 

You might need to advertise a specialist product in a specialist magazine e.g. new musical 
equipment in Hot Press but general cosmetics in Now magazine. 

The message 

A simple humorous or clever ad which attracts instant attention e.g. “Ask not what you can do for 
your county”.  

Cost 

The cost of the method is often prohibitive, and it depends on the National v Local concept e.g. Ad 

in local paper v National paper.  

The main advertising media are. 

Print 

• Newspapers: National / local / daily / evening / weekly

• Specialist magazines e.g. Business & Finance

• Depending on the target market you choose the correct print media e.g. expensive perfume
in VIP magazine.

Radio 

• Local v National

• Good for targeting commuters e.g. Ian Dempsey 7 – 9 am 

  The Last Word 4.30 – 7 pm 

• No visual impact

Television 

• Expensive method

• Visual and audio impact
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• Zapping is a problem. 

• French TV will not cover sporting events which endorse alcohol products. 

 

Outdoor methods 

• Now worth €90m per year 

• Cabvertise advertises on taxis for a fee. 

• Billboards reach wide target audiences. 

• Suitable for “fast moving consumer goods”. 

 

Social media 

Firms place daily messages on social media such as Facebook and Twitter to keep customers 
interested in their organisation. They may even run promotions, flash sales and discounts just for 
their social media readers. 

 

Internet Marketing 

Placing adverts on internet pages through programmes such as Google's AdWords. 

 

 

 

Advertising is regulated by the CCPC. 

• Powers to remove an ad. 

• Powers to prosecute. 

• Usually misleading ads or indecent ads 

Examples of misleading advertising 

• A false claim about the characteristics of the goods or service, e.g. – a product is a different colour, 
size or weight to what is advertised. 

• The price or way the price is calculated is misrepresented, e.g. – products are advertised at sale 
prices, but turn out not to be. 

• The way the goods or service are supplied is misrepresented, e.g. – free delivery is advertised, but 
the delivery actually involves some sort of fee or charge. 

• Any aspect about the advertiser is misrepresented, e.g. – the business is presented as being a 
member of a trade association, when they are actually not. 

• The advertisement creates a false impression about a product or service, even if the information 
given is correct. 

• Any important information is hidden or left out. 

 

Advertising standards authority of Ireland (Industry Watchdog) 

 

The Essence of Good Advertising: 

All marketing communications should be legal, decent, honest, and truthful. 
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All marketing communications should be prepared with a sense of responsibility both to the 
consumer and to society. 

All marketing communications should conform to the principles of fair competition as generally 
accepted in business. 

Sales Promotion (Promotional mix component 2) 

• Sales Promotion is the use of short-term incentives/ “GIMMICKS” to attract customers to
the product or services on offer.

• Activities other than direct advertising are included.
• It adds to the attractiveness of the product. It is useful for stimulating sales by offering

customers price reductions, buy one get one free, coupons, samples, prizes, free draws, in-
store displays etc or any other incentives directly related to the product.

• It aims to attract new consumers for the product, rewarding loyal consumers and increasing
buying frequency among occasional consumers.

• Sales promotion techniques involve some contact between the customer and the seller. It
lasts for a short period of time and may be repeated at a later date.

• It encourages the consumer to buy now.
• Financial deals such as 0% finance are also popular.

Merchandising 

This is the special arranging of goods to maximize the visual impact and to maximize consumer 
notice.  Vast displays of the goods are displayed at appropriate vantage points in the shop e.g. Large 
cardboard shelves of Cadbury’s crème eggs close to the checkouts.  Frozen foods at eye level in 
silver cabinets.  Industrial psychologists advise retailers as to consumer buying behaviours. 

 Direct Marketing (Promotional mix component 3) 

Direct marketing is an advertising strategy that relies on the individual distribution of a sales pitch to 
potential customers. Mail, email, and texting are among the delivery systems used. It is called direct 
marketing because it generally eliminates the middleman such as advertising media. 

The most effective direct marketing campaigns use lists of targeted prospects in order to send their 
messages only to the likeliest prospects. The lists might target families who have recently had a 
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baby, or new homeowners, or recent retirees with products or services that they are most likely to 
need. 

Public relations and sponsorship (Promotional mix component 4) 

PR concerns the firms’ relationship with the general public and the communication of its policies, 
ideals, and products and services. 

• Publicity is the unpaid mention of the firm in the media.

• It generates goodwill for the firm.

• Public Relations is taking steps to create a good image for the product/service. It aims to
achieve favourable publicity and build a good corporate image of the business. Public
Relations is about building a relationship with the public stakeholders. It is not directly
concerned with increasing sales of products.

• The activities include press releases; press conferences; TV Programmes; promotional films;
sponsorship; publicity literature; donations to charity.

• Sometimes you will see that in certain businesses, when dealing with certain issues, they
will have a spokesperson to come out and speak about the issue. This person is usually
referred to as a Public Relations Officer. The activity may be carried out by the company’s
own Public Relations Officer

• (PRO) or by a specialist PR agency.
• Public relations can pose challenges. Negative product publicity can be a nightmare for

businesses e.g. Toyota recall of cars. It can lead to loss in the market share and customers
losing trust in the quality of the product/service being offered.

• Public Relations: can take the form of press releases where the media are given information
about the company.  (Goodie bag)

• Sponsorship is another form where businesses pay money so that their product name will
be displayed by individuals, organisations or at particular events. e.g. AIG

• Diageo 6 nations rugby

• An organisation or event is paid to use your branding and logos. Sponsorship is commonly
used in sporting events; player's clothing and stadiums will be covered in the firm's branding
and even the tournament may be named after the firm.

• Although effective sponsorship requires a large audience you may get smaller firms
interested in local business sponsoring small events in their area e.g. school fairs.

The Public Relations Officer (PRO) 
Generates publicity for the firm. 
The name of the firm is highlighted to the public by its association with a local event e.g. sponsoring 
a bus for an old folks’ home and invite the press. 

https://www.investopedia.com/articles/mortgages-real-estate/09/new-homeowner-tips.asp
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Customer complaints 

“Spin doctors” deal with all complaints that reach the media and give the firm a bad name e.g. a 
Disney bound flight was delayed at Shannon for 26 hours and the PR people gave out hundreds of 
dollars’ worth of vouchers to the children on the flight. 

Active liaison with local community 

The firm keeps close links with the local (who are stakeholders) and keeps an open and transparent 
policy.  The firm would also access local supplies where possible. 

SEE MY REVISION BOOK FOR EXAM QUESTION AND ANSWER 

Personal Selling (Promotional mix component 5) 

Personal selling is where businesses use people (the "sales force") to sell the product after meeting 

face-to-face with the customer. The sellers promote the product through their attitude, appearance, 

and specialist product knowledge. They aim to inform and encourage the customer to buy, or at 

least trial the product. 

The long-term objective of personal selling is building relationships to prevent customer attrition, 
increase repeat business and promote word-of-mouth referrals. Besides achieving one-time sales, 
reps are expected to make themselves indispensable to customers. 

Since it is an interactive form of selling, it helps build trust with the customer. When you 
are selling high-value products like cars, it is important that the customer trusts not only the 
product but the seller also. This is possible in personal selling. 

GOOGLE FAILTE IRELAND SUCCESSFUL SALES CALLS DOCUMENT 

SEE MARKETING MIX NIKE SAMPLE QUESTION AND ANSWER IN REVISION BOOK 
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CHAPTER 18 – GETTING STARTED (Unit 5) 

Reasons for being self-employed. 

• A desire for independence

• It allows for a flexible working week.

• A person has control over their own destiny.

• Tax reasons

• Extra effort is rewarded by extra profits.

• Self-employed people are usually highly motivated.

• A person may have been under-utilised in their old job.

Factors (Challenges) when setting up a business. 

Raising Finance/Capital: The business will have to choose suitable short-term (a bank 
overdraft to pay wages), medium-term (leasing equipment and machinery) and long-term finance 
(mortgage to purchase buildings) sources of finance. The business will have to raise finance to 
establish itself and survive. It will have to manage its cash flow and in 
particular its loan repayments. 

- Ownership Option: The business will have to choose a suitable ownership option e.g. Sole Trader,
Partnership or Private Limited company. DESIGNATED ACTIVITY COMPANY A company may be
attractive because it offers the benefit of limited liability. A partnership allows new skills to be
acquired whereas a sole trader may be attractive because the owners retain control.

- Production Method (Manufacturing Firm): The business must choose a suitable method of
production e.g. job, mass, or batch production. The method chosen must suit the business,
guarantee quality, and ensure competitive prices.

- Recruitment/Lack of expertise. The business must recruit suitable staff with the right skills and
qualifications (experience) that will enable the business to achieve its objectives. Trying to find
workers who can work in teams, have good communications skills, and work ethic is a challenge
associated with a business start-up.

THE SOURCES OF FINANCE OVERLAP WITH THE FINANCE CHAPTER NNB 
Factors when choosing a source of finance. 

Cost: a business should try to obtain the cheapest source of finance available. The rate of interest is 
of great importance. All loans advertised by financial institutions should quote the APR. Close 
examination of the APR attached to each type of loan finance is needed when making the choice. 

Purpose/Correct match: sources of finance must be matched with uses e.g. a long-term business 
expansion plan should not be financed by a bank overdraft. Assets which are going to last a long 

http://images.google.com/imgres?imgurl=http://www.chinadaily.com.cn/china/2007-02/05/xinsrc_050204051141581264085.gif&imgrefurl=http://www.chinadaily.com.cn/china/2007-02/05/content_801611.htm&usg=__Dtp0olHIRtk2RagKQS1Db3_Olpk=&h=567&w=567&sz=4%20
http://images.google.com/imgres?imgurl=http://www.chinadaily.com.cn/china/2007-02/05/xinsrc_050204051141581264085.gif&imgrefurl=http://www.chinadaily.com.cn/china/2007-02/05/content_801611.htm&usg=__Dtp0olHIRtk2RagKQS1Db3_Olpk=&h=567&w=567&sz=4%20
http://images.google.com/imgres?imgurl=http://www.chinadaily.com.cn/china/2007-02/05/xinsrc_050204051141581264085.gif&imgrefurl=http://www.chinadaily.com.cn/china/2007-02/05/content_801611.htm&usg=__Dtp0olHIRtk2RagKQS1Db3_Olpk=&h=567&w=567&sz=4%20
http://images.google.com/imgres?imgurl=http://www.arbitblog.com/wp-content/uploads/market_research.jpg&imgrefurl=http://www.arbitblog.com/2008/07/starting-a-business-research-before-jumping-in/&usg=__Di1zLNuTvEyOy11qMddpApbUkLY=&h=355&w=353&sz=9&hl=en&start=73&itbs=1&tbnid=ymU1jma3OdShiM:&tbnh=121&tbnw=120&prev=/images?q=starting+a+business&gbv=2&ndsp=20&hl=en&sa=N&start=60
http://images.google.com/imgres?imgurl=http://www.chinadaily.com.cn/china/2007-02/05/xinsrc_050204051141581264085.gif&imgrefurl=http://www.chinadaily.com.cn/china/2007-02/05/content_801611.htm&usg=__Dtp0olHIRtk2RagKQS1Db3_Olpk=&h=567&w=567&sz=42&hl=en&start=18&itbs=1&tbnid=PSNwDuePLxyEvM:&tbnh=134&tbnw=134&prev=/images?q=starting+a+business&gbv=2&hl=en
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time are paid for with long term finance. Day-to-day expenses are financed or paid for with short 
term finance. 

Amount: large amounts of money are not available through some sources. Some sources of finance 
may not offer flexibility for smaller amounts. 

 Control: issuing new voting shares in a company could lead to a change of power. The use of loan 
capital will not affect voting control but financial institutions such as banks may take control of fixed 
assets or impose conditions as part of the loan agreement. 

Collateral: lenders often seek security before giving finance. This restricts the freedom of the 
borrower regarding what it wishes to do with these particular assets. Sometimes the borrower may 
not have enough assets to give as security, which can then limit the sources of finance available. 

Risk: a business which has less chance of making to a profit is deemed riskier than one that does. 
Potential sources of finance (especially external sources) take this into account and may not lend 
money to higher risk businesses, unless there is some guarantee that their money will be returned. 

Managing finance 

• We must always match our source with our need.

• We must use working capital management.

• Lots of business closures happen because even though the business is profitable, it is not
liquid and cannot meet its short- term debts as they fall due. (SEE ACID TEST RATIO)

We should avoid overtrading (WORKING CAPITAL PROBLEMS) i.e. carrying on too much business for 
the amount of working capital available.  Problems with 

• Staff who cannot get paid.

• Suppliers who are owed large sums.

• Banks who recall loans.

• Tax officers who are collecting tax arrears.

Ownership Options 
SEE TYPES OF BUSINESS ORGANISATIONS CHAPTER 

Sole Trader 

• The owner supplies all the capital.

• The owner receives all the profits.

• The owner has full responsibility.

• The owner makes all decisions.

• There are few legalities involved in starting up. (Business name €20)

• Owner has unlimited liability i.e. may lose private assets.

Partnership 

• Partners supply the capital (2-20)

• Partners share profits and losses.

• Partners share responsibility.

• Partners share the workload.

• Deed of partnership is a written agreement setting out the rules.

• Unlimited liability
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Private limited company DAC 

• Owners buy shares (1 owner)

• Owners receive dividends.

• Shareholders share responsibility

• Several legalities involved e.g. Articles of Association, Memorandum of Association.

• Limited liability i.e. a person will only lose a maximum of what they had invested.

• Continuity of existence.

Production options 

Job production e.g. Sarah the dress designer 

Features 
The product involved i.e. the designer wedding dress, requires highly skilled labour. 
Sarah will have to continue her professional development to keep up with new  
production techniques, IT developments, and changes in fashion and style.  

Highly skilled labour will mean a higher wages bill. This type of work is very labour 
intensive and the high salaries will increase the running costs of the business. 

Raw materials, equipment, tools, machinery are expensive for this specialised  
production. In addition, it is generally a small-scale operation and does not benefit 
from economies of scale. It is a very slow process.  

Quality standards have to be very high. There is no room for error. The slightest fault 
with the product will have to be corrected in an efficient manner to prevent the loss  
of the sale and business reputation.  

Once-off production to a specific order. If the customer ordering the product is  
unable to pay (goes bankrupt) it may be difficult to find an alternative buyer. BESPOKE/Unique 

No stock of goods left over. 

Batch production 

Features 

• Usually a cheap product e.g. Bread

• Product is made in limited identical groups at a time e.g. Wholemeal bread.

• Both batch and flow (mass) production are heavily automated production processes.
• Substantial investment in machinery, equipment, IT, premises etc. will be required.
• Finance will be required to fund the necessary investment. Firms will have to look carefully

at their finance options. Are the reserves adequate? If not, long term loans, for capital
investment and finance for increased working capital needs will have to be sourced.

• Firms will have to review the ownership structure and maybe change to a private
limited company in order to be able to raise finance through selling shares and
benefit from limited liability. This involves a loss of control of business.

• Firms will no longer be making goods to order. They will be creating goods for stock.  A
stock control system will have to be developed, leading to increased costs. A marketing plan
will have to be implemented.

• There will be a stock of finished goods.

A level of automation is used, and machines are flexible to suit different sizes.
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Mass production 

Mass production is the production of large amounts of standardized products, including and 
especially on assembly lines.  

Usually a cheap product e.g. biros 

Capital intensive method rather than labour intensive method is used. 

Use of mainly unskilled labour. 

Employees are often bored. 

There will be a large stock of finished goods and the associated storage costs. 

It is a continuous process and there is a large initial financial outlay. 

SUMMARY 

• Job production, where items are made individually, and each item is finished before the next one
is started. Designer dresses are made using the job production method.

• Batch production, where groups of items are made together. Each batch is finished
before starting the next block of goods. For example, a baker first produces a batch of 50 white
loaves. Only after they are completed will he or she start baking 50 loaves of brown bread.

• Mass production, where identical, standardised items are produced on an assembly line. Most
cars are mass-produced in large factories using conveyor belts and expensive machinery such as
robot arms. Workers have specialised jobs, for instance, fitting wheels.

BUSINESS PLAN 

A business plan is essential when starting a business. It is a crucial roadmap for a company because 
it outlines the company’s goals, how to achieve them, how to make the business profitable, and a 
timeframe of targets and growth stages. 

A business plan is a written statement/proposal about the business and its objectives. 

(where it wants to go) and strategies in areas such as marketing, ownership, production, 

finance and the identifying of opportunities. It is important in the context of business start-ups. 

 It is a marketing tool to help sell the business idea to investors, as well as a strategic planning tool. 
Investors, bank managers, and advisors use the business plan to assess the worth of the business, 
whether to invest in it, and what advice to offer the owners. 

Benefits of a Business plan 

It sets out both short- and long-term strategies/plans over agreed time periods, e.g. one 

year, five years, ten years, etc. It plans how to get where the enterprise wants to go and as such 
gives the entrepreneur a focus. 

E.g. “Achieve healthy Gross Margin in the first year of operation. Maintain just-in-time.

(JIT) inventory levels. Increase sales modestly but steadily in the second and third year.”

 It is a vital document when approaching any financial institution, grant agencies or other investors 
seeking funds (capital) for the enterprise. No financial institutions will give funds to an enterprise 
without being convinced that the investment has a good chance of being recovered.  



BUSINESS 

Philip Curry – LC Business 2021 Page 217 

The business plan markets the enterprise; it sells the business ideas to others and encourages them 
to seriously consider the project. 

E.g. “Managing the business by implementing, and consistently measuring and adjusting

goals/targets and actual results i.e. financial goals vs. results”.

The nature of the business plan is such that targets are set in figures wherever possible. 

By having these figures available they can be used as the benchmarks or standards 

against which the operations and performance of the enterprise can be measured. If the 

standards are not reached then the action to fix the problem can be implemented. 

E.g. “Managing the business by implementing, and consistently measuring and adjusting.

goals/targets and actual results i.e. Employee Learning and Growth Goals vs. Results,

Customer Satisfaction Goals vs. Results”.

Evaluation: In my opinion or judgement A business plan will enable the business to determine if it 
can be commercially viable. It may support the business when seeking sources of finance from 

potential investors. 

Draft a business plan under five main headings. 
State relevant assumptions where necessary. 

(40 marks) 

Business Plan for Ryannet Catering Ltd. 

1 Ownership and Management Structure. 

Name of Company:  Ryannet Catering Ltd. 

Formed: May 1st, 2001 

Shareholders:  Dermot Ryan, Conor Wallace 

Office:  1, The Grove, Ballsbridge, Dublin 4 

Solicitors: John Doran and Sons 

Accountants:  Noel Cummins Ltd. 

Bankers: Allied Irish Bank Plc, Ballsbridge Branch 

Details of Personnel: Dermot Ryan is a qualified chef with vast experience of the food 
and catering industry. Co-owner Conor Wallace is a computer and 
logistics expert and has 12 years’ experience in this sector. 

2 Product The basic product is food and refreshments. 

The business aims to provide quality food delivered to busy 
workplaces and encourages internet ordering. The focus is on 
sandwiches, cold drinks and desserts. The aim is to have a 6% 
growth rate in line with similar firms e.g. Tolan Catering Ltd. 

Unique Selling Point: Our USP is “gourmet food at canteen prices, ordered online, 
delivered on time”. The Ryannet brand is one of hygiene and quality 
and our raw materials are supplied by suppliers of the finest 
gourmet ingredients. 
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 3 Marketing and Marketing Strategy 

Target Market: All workplaces in the South Dublin area including Rathmines, 
Ranelagh, Milltown, Stillorgan and Blackrock.  

Market Niche: Excellent quality food, ordered online and delivered on time. 

Competition: Factory canteens, local pubs, and eateries. 

Targets: 500 units after Week 1 rising to 5,000 units after Week 26. 

Pricing Policy: 5% lower than competitors average with free delivery. 

4 Sales and Distribution 

Promotional Mix: Advertising in local newspapers. Interactive website. Apps. 
Widespread use of flyers. 

Distribution: We deliver at four designated times daily (50% discount if we are 
late by more than 15 minutes).  

5 Finance 

Uses: 

- Seven-year lease of premises €60,000.

- Lease of two vans €10,000 per annum.

- Working Capital €10,000

Sources of Finance: 

- Owners’ capital €50,000

- Overdraft facility €20,000

- Grant from Local enterprise office. €10,000

Financial Projections: We have prepared projected accounts including: 

- Cash flow for the next two years

- Profit and loss for the next two years

- Balance sheet for the next two years

Signed: Dermot Ryan 

Dermot Ryan 
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Explain the importance of a business plan for two different stakeholders.  

 Employees 

Employees are interested in a business plan to confirm if the business is going to survive so they can 
have employment security. They may also be interested to see if the business is going to expand and 
possibly offer opportunities for promotion in the future.   

Investors 

 (the profitability) Investors will be interested in a business plan to see if the business is capable of 
making a profit and offering a good return on their investment. Projected sales and market research 
results may persuade investors to provide capital to a business.  

Financial institutions  

(the cash position) Financial institutions require business plans from a business when they are 
seeking loan capital.  It helps finance providers to decide regarding finance approval as they can see 
the experience of the owners/management and analyse their ideas. It is the primary tool to convey 
the potential viability of the business to finance providers.   

Management/employer 

 Management will use a business plan as a source of control. They will use it to measure actual 
performance against goals and see if the business has progressed satisfactorily.  The management 
have goals to be reached and the business plan provides benchmarks which they can use to monitor 
actual business performance against the set targets in the business plan.  

Suppliers  

Suppliers will be interested in a business plan of one of its customers to ensure that the business is 
viable and can sustain any line of credit that is offered to them.  

Government Agencies 

Government agencies will be interested if finance or other assistance is sought by businesses. 
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CHAPTER 19 – BUSINESS EXPANSION 

This is a business strategy in which growth is obtained by increasing the number of stores in which 
customers can buy a company's products and services. 
 Unlike relocation, business expansion entails opening up new stores in different physical locations 
while still maintaining the current business locations. 
This means the growth of a business whether it is external or internal. 

A policy of expansion is vital to any company that wishes to grow in terms of profits, brand 
recognition and development.  
Expansion offers many challenges to businesses.  

Reasons for Expansion 

Establishing New Markets 

Expanding your business can allow you to establish new markets and reach an entirely new 
customer base. This often occurs when companies establish a base of operations in a new country 
where there is a great need for their products or services or when attempting to establish a more 
global presence. Establishing a new market can also reduce the effects of tight competition due to 
oversaturation in existing markets. 

Increased Volume 

If your business started on a relatively small scale, you may need to expand to handle an increase 
in volume. For example, if you opened a small restaurant and you have built your client base to 
where you must turn people away or require reservations well in advance, you may need to 
consider expansion to accommodate the increase. Expansion may take the form of remodelling an 
existing facility, constructing a larger building, or opening additional locations. 

To benefit from Economies of scale 

These are forces that drive down costs. 

These are the benefits of large-scale production e.g. C&C take-over of Tennent’s which benefited 
from the company’s expertise in bottling and distribution.  The firm may have had spare capacity 
previously. 

To safeguard supplies of essential raw materials 

An expanding enterprise may find it attractive to completely control its source of raw materials.  
Cadburys own their own cocoa plantations and are not vulnerable to supplier problems. 

To ensure financial security 

Expansion increases the financial strength of the enterprise.  Larger firms tend to fare better during 
an economic crisis.  E.g. Kingspan (building materials company in Co. Cavan) – bought in UK and US 
to expand globally and become a larger force to remain competitive. 

To diversify 

Firms do not like to have “all of their eggs in the one basket”.  Trabolgan holiday centre see 
diversification as being the key to surviving in a tough market.  They have diversified from the 
traditional family holiday market to the more profitable corporate clients and sporting clients.  They 
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have expanded at a cost of €8m including a Go-kart track and an Astro turf soccer pitch.  The 
expansion was funded by repeat sales and retained earnings.   

To obtain synergy 2 + 2 = 5 

The sum of combined efforts exceeds the worth of each firm as an individual.  MCD Promotions 
bought the Abrakebabra franchise, which gives them the opportunity to promote its activities in the 
retail outlets resulting in common advantages. 

Additional Services 

Expanding your business allows you to provide additional services that are related to your current 
operation. A hotel owner can consider adding a restaurant inside or next to her place of business 
to further accommodate the needs of her guests. A bookstore proprietor can add a coffee shop to 
allow customers to enjoy a snack or a beverage as they browse. A restaurant with a primarily 
adult clientele can add a children's menu to create more of a family-oriented client base. 

Finance for Expansion 

i. Owners’ Equity-

The owner may inject more personal funds into the business.

ii. Bring in a partner.

The owner may ask in a partner to supply funds and maybe share the day to day running of
the enlarged business.

iii. Banks (Debt)

Generally give medium to long-term loans but if the expansion is deemed to be risky then
they would be asked for a personal guarantee.

iv. Government National Agencies

Enterprise Ireland will provide funding especially if the expansion leads to job creation and
the firm is indigenous and employs over 10 people.

v. Local Initiative schemes

Local enterprise Office LEO 

Rural partnerships 

  Give grants to “micro” projects. 

vi. Issue of Shares

Large business may raise funds by selling more shares on the stock Exchange.  This however
means that the “new owners of the shares” also have votes and so control has been diluted
and this may interfere with the running of the business.

vii. Tax based schemes

Business Expansion Scheme.  Certain approved small businesses e.g. microbreweries have
access to a state approved scheme.  A person who invests in the BES scheme.

❑ Avoids income tax on the money. LEGAL

❑ Must keep the share for 5 years.

❑ Is helping to fund the expansion of a business.

❑ Is helping to create jobs in Ireland.

viii. Venture Capital

Venture capital is financing that investors provide to start-up companies and small
businesses that are believed to have long-term growth potential. For start-ups without
access to capital markets, venture capital is an essential source of money. Risk is typically

http://www.investopedia.com/terms/s/startup.asp
http://www.investopedia.com/terms/l/longtermgrowth.asp
http://www.investopedia.com/terms/c/capitalmarkets.asp
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high for investors, but the downside for the start-up is that these venture capitalists usually 
get a say in company decisions.  

ix. Retained Earnings/ Reserves/Profit and loss balance.

The owners of the business decide to use “profits” for reinvestment i.e. expansion rather
than giving out dividends.  These “ploughed back profits” provide a cheap source of finance
without affecting control.

An important area with examiners is contrasting Equity Capital and Loan Capital. 

LCHL 2020 

The main differences are: 

• Equity is supplied by the owner of the firm, whereas Debt comes from people who are

outside the firm.

• Equity consists of Issued Ordinary Shares and Retained Earnings (ploughed back profits),

whereas Debt consists of long-term loans.

• The providers of the Equity for expansion would have a vote and could take part in decision

making whereas providers of Debt have no say in running the expanded business.

• The providers of Equity may or may not receive a dividend, depending on profitability but

outsiders must receive interest.

• Expansion using Equity does not require collateral but expansion by debt will require

collateral, usually deeds to the premises.

• Expansion by Debt carries greater risk than the equity option as if the expanded business

defaults on the loan (which is repayable) on a specific debt, the company may be closed

down whereas equity has no specific repayment date.

The developers of the planned Center Parcs holiday village in the midlands have secured a €165 
million debt facility from a group of banks led by Barclays.  

Short-term implications of Expansion 
i. Organisational structure

As the business expands, it may need a more formal structure to ensure efficient decision
making in the larger enterprise.  The owner will have to improve his/her management skills.

ii. Extra capital required.

The expanding business will need a capital injection for current purposes e.g. extra working
capital needs and for capital purposes e.g. new factory / machinery.

iii. Cash flow (Liquidity)

http://www.investopedia.com/terms/i/investmentbank.asp
http://www.investopedia.com/terms/p/partnership.asp
https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_company=Center+Parcs
https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_company=Barclays
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The expanding business must place greater emphasis on cash flow forecasting and 
budgetary controls to ensure the company is not just making profits but converting profits 
into cash. 

iv. Cost of New training and New Product Development

The larger enterprise will have greater people needs and greater need for training as well as
a strong focus on new product development and maybe its own R&D department.

Long term implications of expansion 

i. Shareholders

Expansion shows ambition, boosts confidence, and generates media interest.

ii. Banks and creditors

There will be better confidence in the ability of management, and this will improve the
credit rating.

iii. Strategic Planning

The expanding firm will have to develop a long-term plan outlining future objective and
mapping out the best course of action for the expanding business e.g. Ryanair growing
Europe’s largest passenger airline. 1985-2021

iv. Production

The expanding business will have to increase its production capacity and replace old
plant & machinery to cope with expected increases in consumer demand.  A new
production plan will have to be drafted focusing on layout, methods, staff, and costings.

AbbVie a global pharmaceutical firm have spent €85m on expansion in Sligo.

Methods of Expansion Often asked in ABQ. 

i. Internal growth (organic)

We can expand our share of the existing markets e.g. by heavy advertising. 

We can expand into new markets. 

Local – national – International e.g. Ryanair 

We could develop new products e.g. Golden Vale St. Brendan’s Cream Liquor, HB Frozen Yoghurt, 
Marks & Spencer Home wares Dept. 

ii. Growth by Acquisition

A merger:  

A friendly or voluntary amalgamation or joining together of two or more firms for 

their mutual benefit, trading under a common name.  

 A single new legal entity is formed once it is approved by shareholders. 

E.g. Irish Permanent and Trustee Savings Bank merged to form Permanent TSB.

Avonmore Co-op and Waterford Foods merged to form Glanbia plc.

Benefits of mergers. 
- It is a defensive strategy as the merger may involve diversification into new product
areas, which reduces the risk of the firm ‘having all its eggs in the one basket’. If the
market for a firm own produce collapsed then it would survive because of its other
interests in particular.
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- It is a quick form of business expansion for a firm, unlike the organic growth. 
 
- Costs will be lower if a firm merge with another business -economies of (lower AC per unit) 
scale/sharing of costs/resources. 
 
- In addition, firms can access new technology and new markets quickly e.g. a merger 
between a foreign firm and another Irish firm will gain instant access to a bigger market. 
 
Risks of Mergers 
- Mergers can cause industrial relations problems. e.g. 
Redundancies could result, which could cause industrial relations disputes. 
 
- Different organisational cultures between a firm and the other business can lead to conflict 
between competing management teams who are used to their own work practices and 
management styles and systems. This may cause a lack of co-operation within the new larger 
merged entity, leading to poor management decision making. 
 

 

 

 

 Takeover: 

COMPLETE CONTROL 

This occurs when one company purchases 51% or more of the shares in another.  

company in either a hostile or friendly manner.  

 The acquiring company absorbs the other company, which loses its identity after the  

acquisition and becomes part of the acquiring company.  

The cost of the takeover can be very expensive.  

 

  

Businessman, Larry Goodman, has taken a majority stake in the Blackrock Clinic private hospital in 
Dublin after acquiring a stake previously held by the clinic’s co-founder Joe Sheehan Sr. The financial 
details of the transaction were not disclosed. 

 

Benefits of Takeovers. 

• Enable dynamic firms to takeover inefficient firms and turn them into a more efficient and 

profitable firm. 

• New firm may benefit from economies of scale and share knowledge. 

• Greater profit may enable more investment in research and development. For example, this 

is important for pharmaceutical firms which engage in much risky investment. 

• Costs of Takeovers 

• Takeovers may be done to 'cherry pick' a firm. i.e. strip off useful, valuable assets and then 

close down less attractive parts leading to job losses. 
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• Increased market share in oligopoly (FEW SELLERS) markets can lead to less choice and

higher prices for consumers.

• New firm may not experience economies of scale, but diseconomies of scale.

• Examples of Successful Takeovers 

• Takeover by Carlsberg PLC of Holsten. Carlsberg PLC

IAG's €1.36bn offer for Aer Lingus closed yesterday, with the former State-owned carrier now a part 
of the British Airways owner. IAG, headed by chief executive Willie Walsh, said that it has received 
acceptances in respect of 98.05pc of Aer Lingus shares for its takeover offer.  

 Strategic alliance:  

 When two or more independent firms agree to co-operate and share resources and 

 expertise with each other for the mutual benefit of all parties involved.  

 The firms remain completely independent legally and each firm maintains its own 

  separate trading identity. 

Google has worked with several corporations, in order to improve production and  

services. In January 2013, Google announced a partnership with Kia Motors and  

Hyundai. The partnership integrates Google Maps and Places into new car models to 

be released later in 2013.  

The firms benefit from the sharing of resources and talent that otherwise they  

would not have access to. Either party can end the arrangement easily if they choose to 

do so.  

Starbucks and Barnes and Noble 

Simply Blue Energy and Total New Energies Ltd. have formed a joint venture, named Blue Gem 
Wind, to develop floating wind sites in the Welsh waters of the Celtic Sea. 

Benefits of Strategic Alliances  

Access to Supplementary Services 

One of the most attractive benefits of an alliance with another business is the opportunity to offer 
extra services to clients that otherwise would not be available. It is vital to a business’ success to 
focus on its core competencies because when a business becomes a jack of all trades, it becomes a 
master of none.  

Opportunity to Reach New Markets 

Entering a strategic alliance will automatically increase awareness of a brand among an entirely 
new market that the franchise business has not had the resources to reach beforehand. In most 
cases of franchising alliances, a partner will be a business that offers a completely different set of 
services to a market that is similar to its own, allowing the business to increase its market size with 
little impact on the franchise business.  

http://www.carlsberggroup.com/media/News/Pages/carlsbergnowshareholderofholsten-SEA2004.aspx
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Increased Brand Awareness 

The opportunity to grow market size with a partnership presents the additional opportunity to 
increase awareness of the brand. One of the key elements of a business’ success is constant, 
growing brand awareness.  

Access to New Customer Base 

A franchise business is constantly searching for new, creative ways to increase its clientele and 
reach new potential customers, and forming a strategic alliance provides an opportunity to do that. 

Uber and Spotify 

Potential Challenges  

Choosing the Right Partner 

The challenges to a strategic alliance begin during the very first stage of choosing a partner. 
Choosing the wrong partner can be damaging if it is not able to contribute to the growth of your 
business and offer a degree of dedication, honesty, and integrity to the partnership.  

 Building a Mutually Beneficial Alliance 

Many firms believe that one of the biggest challenges of entering a strategic alliance is ensuring that 
the partnership is going to benefit both businesses involved. With human nature being motivated by 
self-interest, it is often difficult to enter into a business relationship with the goal to benefit the 
other   party just as much as it will benefit your brand.  

Upholding Trust and Honesty 

Without a certain degree of trust and honesty, a partnership has no foundation to build on. It is 
important for both parties approaching an alliance to set their expectations clearly and concisely 
before the partnership is solidified.     

SEE UNIT 6 

A Franchise:  Parent business 

This is a business arrangement whereby the franchisor (the existing business with the  

proven business model) grants a contractual licence/permission to the franchisee (Anyone buying 
into the use of the model) 

(person setting up the business) to use its name, logo, and business idea in return for a  

fee or a percentage of profits or sales.  

The franchisor can expand his business without having to invest further capital or take  

additional risks as these are passed onto the franchisee in the contractual arrangement.  

Some franchises in Ireland include, The Zip Yard, Gloria Jean’s Coffees, McDonalds  

and GEMS. Supermacs 
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 It is a cost-effective form of expansion for the franchisor. It can be risky for a  

franchisor as if standards are not maintained by the franchisee the image of the  

franchisor could be affected.  

 

Licensing – a large company makes an agreement with a local licensee for the right to manufacture 
a certain kind of product or use a certain process in return for a fee or royalties.  It is like franchising 
but is related to manufacturing e.g. Smith & Wesson (famous for their guns) also have licensed 30 
other goods under their name and logo including safes, golf clubs and bicycles. 

 

 

 

 

 

Legal implications for mergers and takeovers 

 

Acquisitions are monitored by the CCPC, the European Commission and the mergers and takeovers 
Review Group. 

A merger or takeover is examined under the following areas. 

o Effect on consumers 

o Effect on employees 

o Effect on competition 

o Effect on suppliers 

Importance of Business Expansion 

AT HOME 

i. Expansion means more profits and greater tax revenue, and this helps to build the Irish 
economy and to improve infrastructure. 

ii. Large firms will find it easier to compete in a Single European market 
iii. Large firms hire more staff and reduce unemployment, and this improves the standard of 

living, 

iv. Large Irish firms will be successful and efficient enough to supply the MNCs and to create a 
spinoff effect in the area. 

v. Large firms are more likely to use. 

➢ TQM 

➢ JIT 

And so produce higher quality products 

ABROAD 

i. Inward repatriation of profits e.g. Cement Roadstone Holdings 

ii. New technology is introduced from abroad. 

iii. Management skills are improved due to foreign ideas e.g. Franchising. 

iv. Irish firms must raise their standards to compete abroad, and the domestic consumer also 
benefits. 

v. It improves our Balance of payments. This brings more money into Ireland  
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CHAPTER 20 – CATEGORIES OF INDUSTRY Unit 6 QUESTION 2 

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. 

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.

The agri-food sector in Ireland in 2016 generated 7% of gross value added (€13.9 billion), 9.8% of 
Ireland’s merchandise exports and provided 8.5% of national employment. When employment in 
inputs, processing and marketing is included, the agri-food sector accounts for almost 10% of 
employment. 

 Fishing 

The seafood sector has remained strong throughout 2019, with the global issues of Brexit and 

volatility in the world trade markets still on going. The seafood economy has slowed somewhat due 

to these challenges along with more specific challenges in shellfish and whitefish markets. Ireland’s 

most popular product, farmed salmon, fell further in 2019 but this was offset by higher prices for a 

range of seafood products. Employment in the sector grew by 2% in 2019, and now there is more 

than 16,000 people employed directly or indirectly in the seafood industry. This is mainly focused on 

coastal regions, with levels reaching 15% in Donegal, 7% in Cork and 6% in Galway-Clare, with the 

seafood sector remaining of huge socioeconomic value to these areas. 

Domestic Growth 

. 

Primary Industry 
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The domestic fish sales were worth 496 million euros for 2019, with 300 million of this being retail 
and 196 million being foodservice. Total fish sales have increased by 1.3%, while total grocery sales 
have increased by 3%. Fresh fish sales in particular are responsible for driving this growth. The 
average price per Kg is up for both. Fresh Fish has gained switch spend from all proteins 

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. the food 
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. 

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.

• There were 7 million cattle in Ireland in 2015.

• There were 5 million sheep and 1.5 million pigs.
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Following a remarkably long period of stagnation from 1990 up to 2010, during which the value of 
agricultural output barely increased, Irish agriculture has experienced something of a resurgence 
over recent years. The sector has been boosted, in particular, by the abolition of milk quotas in 2015 
which has led to an expansion in dairy output. Although primary agriculture accounts for a small 
share of overall national output, the broader agri-food sector (including food processing) makes a 
sizeable output and employment contribution, particularly when assessed on a regional basis. In the 
Border, Midland and West areas, around one-in-eight jobs is in the agri-food sector compared to 
around one-in-twelve nationally. As it aims to expand output in the years ahead, the agriculture 
sector faces a number of challenges. Low profitability of some farming activities leaves the sector 
exposed to potential negative shocks such as Brexit or possible future reductions in the CAP budget.    
Brexit has caused currency fluctuations resulting in a weaker Pound which is bad for Irish exporters. 

Euro = 87p Sterling 

5% of employment is in the Primary Sector. 

Difficulties of beef producers as farmers getting the smallest slice of Beef profits. 
 

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 competitive 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. 

 

 

 

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  

 

Secondary Industries 
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(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.

• Move to more competitive locations e.g. Costa Rica and Poland (Dell)

• Focus on the knowledge end of Manufacturing. E.g. Eli Lilly’s Kinsale plant (pharmaceutical
manufacturing)

• Move away from textiles.

• Downsizing due to technological advances

• Greater influx of MNCs to gain access to the EU. (Single European market)

• Successful “high quality” and “niche market” suppliers e.g. Baileys, and Blarney Woollen
Mills

• Changes towards green marketing and environmentally sustainable development

• Emergence of Irish food conglomerates e.g. Glanbia

18% of Employment is in the secondary sector

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. 

78% of employment is in the services sector. 

Nightline couriers are in the distribution industry and provide an essential service 

There are 1.4 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.

• Improvements in public bodies e.g. Motor tax online

• Education multi-media packs e.g. eircom tutorials

• Teleworking or working from home and avoiding commuter hardships.

Recent Trends in the Services Sector 

Brexit difficulties particularly caused by a strong EURO. 

Temporary layoffs due to Covid-19 pandemic 

The Services Sector 
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Access to technology / e-commerce 

 • Poor access to broadband especially in rural areas 

 • Poor use of websites for selling to consumers.  

Commercial Rates  

• Commercial rates charged to business by local authorities.  

• They have placed small local retailers under huge pressure as they try to compete with larger 

retailers.  

Brexit/uncertainty  

• The uncertainty caused by UKs exit from the EU will have a negative impact on the exporting of 

goods and services. 

  

 

Rents 

 • The increase in the cost of rental accommodation in cities such as Dublin will cause employees to 

lodge claims for higher wages. This reduces the profits of service firms and makes it more difficult 

for them to remain competitive. 

 Wage demands.  

• Successful wage demands in the transport sector such as Dublin Bus and Luas have led to knock on 

claims in the services sector. This reduces the profits of service firms and makes it more difficult for 

them to remain competitive.  

Retailer closures  

• The huge growth in online purchasing has led to the closure of many retail outlets. • Growth of 

discount retailers e.g. Aldi, Lidl,  
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CHAPTER 21 – COMMUNITY DEVELOPMENT 

FOUR MAIN AGENCIES (SAQS) 

• Local enterprise office

• SOLAS

• LEADER +

• Area Partnership Companies

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 Program 

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.  

KEY WORDS 

• LOCAL

SELF-HELP

• SOCIAL

• ECONOMIC

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. 
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Poor infrastructure 

These areas usually have a poor infrastructure, and this also discourages investment in the area. 

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 

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. 

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. 

Importance of local community schemes 
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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. 

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. 

Killarney and Ring of Kerry 

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.

Galway 

Positive multiplier effect 

Extra jobs and extra economic activity have a positive impact on the economic life of the developed 

community. 

SOCIAL AND economic benefits 

Local enterprise offices (LEOs) 

• They are the most important source of start-up business.

• The Enterprise offices support the start-up & development of local business in Ireland.

Supports include advice, mentoring & grants or financial supports for training and growth.

• There are 31 in all.

Formerly known as City County Enterprise Boards 
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• They cover areas of development not covered by other agencies e.g. Enterprise Ireland

covers larger indigenous firms.

• 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 e.g. 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. 

Role: 

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.
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DESCRIBE THE SERVICES OF A COMMUNITY DEVELOPMENT ORGANISATION IS A LIKELY EXAM 
QUESTION 

ONLY USE THIS ONE (4 points is fine) 

The LEO also provides the following services. 

•  Support and advice the LEO 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. 

• Training 

The Local Enterprise Offices (LEOs) provide an extensive range of supports to local business 
communities.  Our confidential advisory service is open to anyone exploring self-
employment as an option or for those who are currently operating a business. 

To assist the small business community in meeting the challenges of the business world, 
LEOs provide a wide range of high-quality training supports which are tailored to meet 
specific business requirements. Whether it is starting a business or growing a business there 
is something suitable for everyone. 

• 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 LEO 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 LEO 

in a venture. 

•  Feasibility grants  

Feasibility Study Grants are designed to assist the promoter with researching market 
demand for a product or service and examining its sustainability. It includes assistance with 
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innovation including specific consultancy requirements, hiring of expertise from third level 
colleges private specialists, design, and prototype development. 

The maximum Feasibility Study Grant payable for the S&E Region shall be 50% of the investment or 
€15,000 whichever is the lesser. The maximum Feasibility Study Grant payable for the BMW Region 
shall be 60% of the investment or €15,000 whichever is the lesser.  

Expenditure may be considered under the following headings: 

Market Research 

Consultancy Costs 

Technical Development/Prototype/Innovation 

Salary/Own Labour Research 

Miscellaneous Costs 

• Business Angels

The LEO 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. 

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. 

Area Partnership Companies 

Leader II      LEADER + 
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RURAL DEVELOPMENT 

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 LEADER. 

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.

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

SOLAS 

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.  

http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=1
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=1
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=2
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=2
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=3
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=3
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=4
http://www.environ.ie/sites/default/files/publications/files/leader_factsheet.pdf#page=4
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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. 

THIS CHAPTER IS DUE UP 

http://www.ecollege.ie/
http://www.ecollege.ie/
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CHAPTER 22 – GOVERNMENT AND BUSINESS 

• Suitable climate and regulation of business

• How Govt, affects the labour force.

• Impact of Business on the Economy

• Impact of Economic variables on business 50 STARS

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. 
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 businesspeople and ordinary people.  It 
gets involved through central and local government and the State Sponsored Bodies 

Government policy is the means of achieving objectives. 

FISCAL POLICY (INCOME AND EXPENDITURE) 

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. 

• 2021 Expected Current revenue €61Bn.

• 2021 Expected Current expenditure €64.5Bn.
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MONETARY POLICY (ECB) 

Controlling economic activity by altering the money supply. 

Economic and Monetary Union (EMU) 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% 

Industrial Policy 

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

It is prepared in consultation with the social partners.  IBEC ICTU 

Ireland’s present Industrial policy  

Our focus is on attracting Foreign Direct Investment (FDI) through a range of services provided by 

IDA Ireland. 390,000 jobs linked to FDI. 

The high-Tech sector is also being targeted for job creation as we have a competitive advantage in 

this sector. 

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. 

1 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 

There is a major focus on controlling wage costs and to improve the competitiveness of Irish firms. 

 Results of Economic Planning 
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Low inflation (currently 1%) 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. 

 

2 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. 

Government spending can be short term – Current expenditure (€64.5 Bn). e.g. The health services 

executive will spend €23Bn in 2021 and various suppliers will benefit. 

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 IDA FDI 

Enterprise Ireland Native firms. 

 

3 Taxation Policies 

Taxation 

Irelands low corporation tax encourages Transnational companies to choose Ireland as a base. 

(12.5%) 

Low-income tax (20%) encourages work and the availability of a willing labour force. 

Low indirect taxes encourage spending (13.5%) VAT. 

The abolition of the travel tax has stimulated tourism. 
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4 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 

Employees 

Unfair Dismissals Act 1977-2007 

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. 

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. 

5 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. 
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EXTRA PIECE 

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 CCPC 
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 (2.3m people) 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.

€3bn spend on broadband will attract investment to rural Ireland and allow employees to 

Explain the ways in which the Government affects the labour force? 
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work remotely. 

• 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.

The universal social charge rates have been lowered in recent budgets.

Only Hungary has a lower corporate tax rate than Ireland.

• 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.

The marginal lending rate is now .5% in the euro area compared with 4.75% in 2000.

• 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.

The Action plans for jobs and employment strategy was launched at a time when 

unemployment was 15% in 2012.

• Direct Employment

The government pays the wages of approximately 323,000 employees who help to 

successfully run the country. This has a direct impact on the labour force.

This is 15% of the Irish entire workforce.

• 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.

€415m was spent under the National training fund in 2018.

SEE FRUIT FIRST LTD 

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

Impact of Business on the Economy 
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expenses of the business further jobs are created. (Unemployment rate 4% 

• 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) cartons and fruit 

sourced locally.

• 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 COVID 19 hand sanitising gels and hotel prices

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. CARTELS OPEC

• 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.
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50 STARS 

DEFINITION AND IMPACT ON BUSINESS 

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

economic variables. 

Interest Rates 

This is the cost of borrowing. .5%

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. IMPACT 

• 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 mean, 

• 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.

Impact of economic variables on business 

http://www.investopedia.com/terms/p/principal.asp
http://www.investopedia.com/terms/l/lender.asp
http://www.investopedia.com/terms/a/asset.asp
http://www.investopedia.com/terms/a/apr.asp
http://www.investopedia.com/terms/a/apr.asp
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Inflation 

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 7.8%

Low inflation means      IMPACT. 

• 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 

The current rate is 4%

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

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

✓ IMPACT OF UNEMPLOYMENT

✓ High social welfare bill    €23 Billion

✓ A need for higher taxes PAYE PRSI USC

✓ 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.
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• Employment grants and subsidies(payment) 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. 

• Affects Tax revenue

• Affects Social Welfare

• Affects Disposable Income

• Drives up standard of living.

Taxation 

A compulsory payment to the Government 

Impact on business of high taxation 

• It erodes a consumer 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 one of our main trading 

partners. 1 Euro = 87p 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
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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.

£500 = €581 today 2021

• 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 LEOs 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. 

PEOPLE ARE NORMALLY USELESS AT THIS SECTION 

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 

http://www.enterprise-ireland.com/en/Funding-Supports/Company/Overview.html
http://www.enterprise-ireland.com/en/Export-Assistance/Export-Assistance-Overview.html
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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 

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 consider 
population differences between countries. 

• It is measured by Gross National Product and in 2019 the figure was €253Bn.

• 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. €324Bn

• Several years of economic growth was dubbed as “The Celtic Tiger”.

✓ 2000 = 11% (Boom)

✓ 2009 = -7% (Recession)

✓ 2016-19 averaged 5%

✓ 2020 Projected -7%

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

http://www.enterprise-ireland.com/en/Productivity/
http://www.enterprise-ireland.com/en/Research-Innovation/Companies/CompaniesOverview.html
http://www.enterprise-ireland.com/en/Research-Innovation/Companies/Collaborate-with-companies-research-institutes/
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Growth in the economy means greater aggregate demand by consumers and also greater 

consumer confidence which all has a positive effect on business. 

CHAPTER 23 – BUSINESS & SOCIETY 
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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 firm’s activities and asks whether the activity is right or wrong and guides businesspeople. 

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

KNOW ETHICAL BEHAVIOUR, SOCIAL RESPONSIBILITY AND ENVIRONMENTAL ISSUES AND SPECIFIC 
EXAMPLES ARE NEEDED IN THIS CHAPTER 

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 questionable activities 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.

http://www.businessdictionary.com/definition/guideline.html
http://www.businessdictionary.com/definition/organization.html
http://www.businessdictionary.com/definition/worker.html
http://www.businessdictionary.com/definition/management.html
http://www.businessdictionary.com/definition/conduct.html
http://www.businessdictionary.com/definition/action.html
http://www.businessdictionary.com/definition/primary.html
http://www.businessdictionary.com/definition/values.html
http://www.businessdictionary.com/definition/ethical-standards.html
http://images.google.ie/imgres?imgurl=http://www.waitakibio.com/includes/files_cms/Scenic.jpg&imgrefurl=http://www.waitakibio.com/natural-ingredients/company-profile&usg=__hmVeZaS8ncy1wIzi7MoazXjBmlg=&h=595&w=592&sz=139&hl=en&start=5&itbs=1&tbn
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❑ Independent auditors should be asked to assess the firm.

❑ CENTRAL BANK CODE OF ETHICS

The Code, while not aiming to cover every possible scenario, sets out six, key areas where 
standards of ethical conduct must be adhered to, namely: 

• Acting with integrity and prudence

• Treating others with dignity, respect, and due care

• Avoiding conflicts of interest

• Protecting confidentiality and avoiding the misuse of information

• Representing the Bank appropriately

• Reporting wrongdoing

 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.  

NEW 

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 

DOING THE RIGHT THING BY OUR STAKEHOLDERS 

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. 

 CSR allows businesses large and small to enact positive change. When companies choose to do 
what is right not only for their bottom line but also benefit financially while building trust with 
consumers. 

Consumers feel that when they use a product or service of a socially responsible company, they are 
doing their part. The more socially responsible the company, the more supportive the community 
and consumers become. 

Corporate social responsibility helps build trust, raise awareness, and encourage social change. 
Although there are tens of thousands of companies doing their part, large global corporations’ 
efforts have far-reaching results that can impact major world issues from hunger and health to 
global warming. Here are examples of how some major brands are doing CSR successfully. 

https://digitalmarketinginstitute.com/en-ie/blog/5-successful-campaigns-using-digital-for-social-change
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REAL LIFE EXAMPLES READ ONLY 

Netflix and Spotify 

companies such as Netflix and Spotify offer benefits to support their employees and families. Netflix 
offers 52 weeks of paid parental leave, which can be taken at any time whether it is the first year of 
the child's life or another time that suits their needs. This compares to 18 weeks at other tech 
companies. 

Spotify offers a similar program, although for a shorter duration of 24 weeks of paid leave. 

Pfizer 

 uses the term corporate citizenship to coin their CSR initiatives and believes it is a core part of their 
company and 'simply how they do business'. Across the globe, the company drives initiatives 
that raise awareness for non-infectious diseases as well as providing healthcare for women and 
children who otherwise would not have the care they need. One example of this is the reduction in 
the price of their Pevenar 13 vaccines (for pneumonia, ear and blood infections) for those in need 
and in situations such as refugees and emergency settings. 

Coca-Cola 

Coca-Cola’s massive fleet of delivery trucks contributed 3.7 million metric tons of greenhouse gases 
to the world. They have made major changes to their supply chain practices including investing in 
new alternatively fuelled trucks. Their initiatives are intended to create a 25% reduction in their 
carbon footprint by 2020. 

Starbucks 

 Starbucks is looking to diversify their workforce and provide opportunities for certain cohorts. By 
2025 it has pledged to hire 25,000 veterans by 2025 as part of their socially responsible efforts. This 
hiring initiative will also look to hire more younger people with the aim of "helping jump-start 
careers by giving them their first job'. While globally the company has joined with the UN Refugee 
Agency to scale up the company’s support and efforts to reach refugee candidates to hire 10,000 
refugees by 2022. 

Key exam information 

MAKE SURE TO INCLUDE THE LAST TWO POINTS FOR THE PURPOSES OF THE ABQ 

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.

https://www.recode.net/2018/1/31/16944976/new-parents-tech-companies-google-hp-facebook-twitter-netflix
https://www.pfizer.co.uk/world-antibiotic-awareness-week
https://medicalxpress.com/news/2016-11-pfizer-lowers-prevnar-vaccine-charity.html
https://www.reputationmanagement.com/blog/corporate-social-responsibility-examples/
https://www.reputationmanagement.com/blog/corporate-social-responsibility-examples/
https://www.cnbc.com/2017/03/22/starbucks-to-create-240000-jobs-by-2021.html
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Gary Neville has put his own plans in place to help NHS staff at Hotel Football, near Old 
Trafford, and The Stock Exchange in central Manchester. Both hotels will close to the public 
and will instead be made available to NHS workers, while no hotel staff will be made 
redundant or asked to take unpaid leave.  

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.

Several of Ireland's top stores have introduced special opening hours for older people, as 
well as for frontline workers, and have new social distancing guidelines in place - from 
product restrictions, extra cleaning, limits on the number of people shopping at any one 
time and protections for staff like Perspex screens at checkouts. 

Suppliers 

• Always pay them on time

• Always give adequate notice when placing an order LEAD TIME

• Use a fair tendering system going for the best quality based on the price charged.

British pub chain JD Wetherspoon has suspended payments to its suppliers in the Republic 
until its pubs reopen after the coronavirus crisis. 

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

Over 800 sets of scrubs for nurses, including those who are visiting palliative care patients in their 
homes, have been made for free by a company in County Louth. 

The scrubs were designed, cut, and sewn by Ardee Coach Trim in Ardee, whose general manager 
Eoin Lennon said nurses and other frontline workers “know they are probably going to get Covid-19 
at some stage but they still smile and head into work.” 

Government 

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

KNOW THESE SPECIFIC ENVIRONMENTAL EXAMPLES FOR THE EXAM 

Ford plans to reduce their greenhouse gas emissions using their EcoBoost engine to increase fuel 
efficiency. It also plans to introduce 40 electrified vehicles (electric and hybrid) by 2022, in an 
investment of $11 billion. According to Ford: “We’re all in on this and we’re taking our mainstream 
vehicles, our most iconic vehicles, and we’re electrifying them. If we want to be successful with 
electrification, we have to do it with vehicles that are already popular.” 

In addition, American Ford dealerships rely on wind sail and solar PV systems to power their 
locations greatly reducing their use of electricity. 

50% of Bosch’s research and development budget is invested in creating environmental protection 
technology. By 2021 the company will have invested €50 million to support universities and 
research programs that are focused on the environment, energy and mobility in Germany, India, the 
U.S and China through Bosch Energy Research Network, otherwise known as BERN.

Lego will invest $150 million over the next 15 years with a focus on addressing climate change and 
reducing waste. It has reduced their packaging as well as investing in an alternative energy source 
and plans to source 100% renewable energy by 2020. To accomplish this the company will hire a 
team to support its commitment to using sustainable materials and plans to reach a 90% recycling 
rate. 

Disney is committed to reducing their carbon footprint with goals for zero net greenhouse gas 
emissions, zero-waste, and a commitment to conserve water. They are actively ensuring that they 
set strict international labour policies to protect the safety and rights of their employees.  

They are also active in the community and encourage employees to do the same. They also have 
healthy living initiatives to promote healthy eating habits amongst employees.  

Characteristics of an environmentally conscious business enterprise. 

https://www.reuters.com/article/us-autoshow-detroit-ford-motor/ford-plans-11-billion-investment-40-electrified-vehicles-by-2022-idUSKBN1F30YZ
https://money.cnn.com/2015/06/23/news/companies/lego-sustainable-material/index.html
https://www.thewaltdisneycompany.com/wp-content/uploads/2017disneycsrupdate.pdf
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IN THE EXAM THE EXAMINER IS LOOKING FOR STRUCTURE 
USE THE ABBREVIATION CHAOS AS A GUIDE 

 

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. 

The idea is to promote environmentally sustainable development and to minimalise the likelihood 
of future “Exxon Valdez” incidents. 

 

Consultation 

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 

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 

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 about 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 the development of new product design/ clean manufacturing processes/ better 
product end-of life 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 trialled a 100% sustainable sourced cardboard replacement for its traditional Roses 
tin. The tin (which was trialled 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.  

 

 

Costs for Business 
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IN THE EXAM COSTS ARE ASSOCIATED WITH GOOD ETHICAL BEHAVIOUR AS WELL AS POOR 
BEHAVIOUR 

Loss of Sales to greener competitors 

• The younger generation are eco-friendlier and more ethical customers 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 Brockovich.

• 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.

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.

• Use of Fair-Trade Ingredients
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 firm’s image and makes it attractive for the “ethical and eco-
friendly” consumer.

New Business possibilities 
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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.

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”. 

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.  
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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.

• Suffers all losses.

Bears all the risks solely

• Makes own decisions.

Has full control of business

• Need skills in several areas.

Needs to be multitalented

• 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.

1 SOLE TRADER 
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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.  

 

 

2 PARTNERSHIP (2-20) 
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THE COMPANIES ACT 2015 
The Act provides for the creation of two types of private limited company: ▪ a company limited by 
shares (Ltd) - these companies are expected to be the most widely utilised companies; and ▪ a 
designated activity company (DAC) - these most closely resemble current private limited companies 
Overview of Features: 

Company Limited by Shares (Ltd)  Designated Activity Company (DAC)  
Must end in the suffix Limited or LTD Must end in the suffix Designated Activity 

Company or DAC  
Minimum of 1 director  Minimum of 2 directors  
1 – 149 shareholders  1 – 149 shareholders  
May dispense with holding the AGM  Cannot dispense with holding the AGM  
No requirement for an authorised share 
capital: There is no limit on the number of 
shares it can issue.  

Must have an authorised share capital  

Articles of Association only: This document 
will have no objects clause so the company 
will not be restricted in what it can do.  

Memorandum and Articles of Association: 
Capacity limited to the object’s clause in the 
Memorandum  

Constitution: A company limited by shares (Ltd.) has a one document constitution. This consists of 
the articles of association. This document sets out the conditions upon which the company is 
granted incorporation. It must contain provisions dealing with certain matters e.g. the name of the 
company. A designated activity company (DAC) has a two-document constitution consisting of both 
a memorandum and articles of association. 

 AGM: Provisions relating to shareholder meetings have been greatly simplified with the 
requirement to hold an annual general meeting being optional for a Company Limited by Shares 
(Ltd) and the delivery of notice of general meeting by electronic means being permitted.  

Directors: Private limited companies will be entitled to have a single director, but all companies 
must retain the office of the company secretary. Designated activity companies must have at least 
two 16 directors. The existing common law duties of directors are codified into eight principal duties 
which will apply to all directors including shadow directors and de facto directors.  

Shareholders: The maximum number of shareholders in both a private limited company and 
designated activity company is 149. 

 Limited liability: A company is a legal form of business organisation. It is a separate legal entity and, 
therefore, is separate and distinct from those who run it. The company (and not the individual 
shareholders) is the appropriate person to be sued in the event that debts are incurred by the 
company which remain unpaid, despite demand. The shares in a company are owned by its 
shareholders. If the company is a limited liability company, the shareholders' liability, should the 
company fail, is limited to the amount, if any, remaining unpaid on the shares held by them.  

3 PRIVATE LIMITED COMPANY 
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Registration: Companies can be registered with the Companies Registration Office (CRO). The CRO is 
the central repository of public statutory information on Irish companies. It operates under the 
aegis of the Department of Jobs, Enterprise and Innovation (DJEI). The Companies Act 2014 
generally allows one or more persons to form a private company for any lawful purpose by 
subscribing to a constitution. A private company may have a maximum of 149 shareholders. 
Company names: there are restrictions on the choice of company name.  

The CRO may have to refuse a name if:  

▪ it is identical to or too similar to a name already appearing on the register of companies 

 ▪ it is offensive  

▪ it would suggest state sponsorship  

 

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 
businessperson 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.  
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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.  

 

 

 

 

             
•  

• 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 €25,000 of which (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. 

Initial Public Offering (IPO) 

An Initial Public Offering is a company’s first sale of stock (shares) to the public typically on a stock 
exchange, also known as ‘Going Public’. 

 Public Listing 

The shares of the company are listed on a public stock exchange and can be bought and sold on that 
market. 

 Benefits of Public Listing 

• Access to New finance – new issue of shares raises money for the company and reduces the 
company’s dependence on debt finance. 

• Enhanced Company Image and Publicity. 

• Motivating Management and Employees. 

• Cashing in – existing shareholders can sell their shares on a public market thus allowing them 
realise the value of their shares. 

 Disadvantages of Public Listing 

• Costs – direct costs of listing, costs of information disclosure, reduced freedom of action in making 
business decisions. 

• Loss of control – with increased number of shares in issue the original shareholders control is 
diluted. 

4 PUBLIC LIMITED COMPANY 
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• Increased public scrutiny. 

  

• 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 

 

• Shareholders have limited liability protection. 

       They only lose what they invested and personal assets are protected. 

 

• It is easier for expansion. 

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

• It has continuity of existence.  

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

 

• Companies generally have a higher credit rating. 

               It is easier to access debt from financial institutions. 

 

• Companies have corporate status.  

        They can sue and be sued in their own name.        

                                                                          

Disadvantages of a limited liability company 

 

They are expensive to set up.  

        The legal fees alone are €500. 

 

Profits are shared:  

       The dividends are shared among a large number of investors. 

 

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. 

 

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. 
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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.

Examples: One world 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 

FRANCHISEE ADVANTAGES FRANCHISOR 

o There are economies of scale in areas
such as centralised purchasing of stock,
national advertising, and promotions.
These are cost savings

o The franchiser can expand at
relatively low cost and risk as most of
the start-up finance is provided by
the franchisee.

5 ALLIANCE 

6 FRANCHISING 
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o There is instant recognition of the
business name, so it is easier to attract
customers.

o 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.

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

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

o The management team receives
valuable professional training and
advice from the franchiser.

o 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.

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

o 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 

o The cost of setting up can be high.
Chopped €20000 

 Subway €115000 

o The franchiser receives lower profits
than what could be earned if they
owned and managed the outlets
themselves.

o There is a loss of control over the day-
to-day running of the franchise
outlets.

o If a franchisee proves unsuitable then
the reputation of the whole franchise
is put at risk by staff problems, poor
quality standards, etc.

• Has its controlling office in one country and several branches in many others.

• They move world-wide because of

• Cheap labour

• Cheap raw materials

• 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. 

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

KEY FDI IMPACTS ON THE IRISH 

7 TRANSNATIONALS 
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ECONOMY 

- 1,550 multinational companies now in
Ireland

- 33% of MNCs have been here for more
than 20 years

- 63% of new MNCs came from US in
2019.

- €129bn in FDI Exports (68% of total
exports)

- 245,000 Jobs in FDI firms (10.5% of total
emp.)

- Ten MNCs account for 50% of
Corporation Tax

- €14bn Spending on Irish
services/materials/capex

- €13.3bn in Payroll

Advantages of TNCs 

Disadvantages 

• Creation of jobs

245,000 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 68% 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 €14 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 50% of total
corporation tax

• Influence governments

They put pressure on government and
locals lose out APPLE TAX CASE

The main reasons why TNC’s locate here are, 

(i) Tax concessions

Ireland has offered a 12.5% Corporation tax on company profits for several years.  The
UK is charging 19%. 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 1550 Transnationals in Ireland.
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(iii) Well educated workforce

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 world’s 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.

 

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. 

Rules of formation 

• Min of 7 members

• Min of 1 Euro share each.

• Register with Registrar of friendly societies.

• Annual returns to Registrar

ADVANTAGES OF COOPERATIVES (CREDIT UNIONS EXAMPLE) 

• Limited Liability. Members’ personal assets cannot be sold to pay business debts in the
event of insolvency.

• Members usually have a common bond (e.g. residents in a local area). Members feel
they are doing business with people they know.

• Members have a say in how the business is run. Members are invited to the AGM and
can vote on issues such as the dividend/ Decisions are made on the basis of “One
Member One Vote”.

. • Members’ savings are used for the mutual benefit of all members of the credit union.
Once members have saved with the credit union they can borrow at fixed rates of
interest.

• Credit Unions can provide a wide range of low-cost banking services as they are not
concerned with profit levels as much as commercial banks. There are no transaction

8 CO-OPERATIVES 
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charges on loans or saving accounts. They provide a safe place to save, and to borrow at 
reasonable rates.  

• Every credit union is a ‘not-for-profit’ financial co-operative. Surplus income
generated is returned to the members as a dividend to savers and interest-rebate to
borrowers or it may be directed to improved or additional services for members.

• The credit union also works in co-operation with the local community.

• Credit Unions promote thrift and the use of members’ savings for the mutual benefit
of all members.

In order to register an industrial and provident society, the grouping involved, which must 
consist of at least seven people, must draw up a set of rules governing the operation of the 
society.  The rules must as a minimum contain the matters required to be provided for by the 
second Schedule of the Industrial and Provident Societies Act 1893.  The rules, together with 
the prescribed application form and fee are submitted to the Registrar for examination and, 
once the rules are found to be in accordance with statute, the society is registered. 

 

• These are set up in Ireland by Irish people

• They are wholly owned and native.

• Enterprise Ireland is the SSB responsible for these firms.

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. 

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 wellbeing 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.  

9 INDIGENOUS FIRMS 



BUSINESS 

Philip Curry – LC Business 2021 Page 274 

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. CHAPTER 27 
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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. 

VERY SPECIFIC 

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. SOLAS. 

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 

6 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) 

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

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

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

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

11 Appointments to the boards are often political appointments and not based on merit. 

CHANGING TRENDS IN OWNERSHIP 

THE State will receive €950m from the privatisation of Bord Gais Energy, with the sale expected to 
close before the end of June 2014. 

Privatisation 

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

The arguments in favour of privatisation of commercial state enterprises THREE OF EACH 

10 STATE SPONSORED BODIES 
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• 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 must 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 
 (evaluate using examples): 
• 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. 

There are over 300 franchise systems in Ireland employing 40,000 people. 

The growth of MNCs in Ireland 
We rely on FDI companies for 245,000 jobs.  (SEE earlier) 

The growth of Irish indigenous firms. 
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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 lose 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. 

UNIT 6 IS VITAL FOR SAQS 

QUESTION 2 ON THE LONG QUESTIONS 

Probably 3 or 4 questions with no restrictions which gives us a great choice. 
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UNIT 7     Question 3 and on SAQs (A to Z of definitions.) 

CHAPTER 25 – EUROPEAN UNION 

Key Areas 

o SEM and Ireland

o EU Common Policies.

o EU Institutions.

o EU Decision making process (50 STARS.)

o 

The European Union is a political and economic union of certain countries in Europe. There are 27 
Member States in the European Union: Belgium, Germany, France, Italy, Luxembourg, the 
Netherlands, Denmark, Greece, Spain, Ireland, Austria, Portugal, Finland, Sweden, the Czech 
Republic, Hungary, Poland, Cyprus, Malta, Estonia, Latvia, Lithuania, Slovakia, Bulgaria, Romania 
and Slovenia. Croatia joined in 2013. 

The European Union has grown out of three communities founded after World War II to establish 
peace and prosperity in Europe. The European Coal and Steel Community was set up in 1951, the 
European Atomic Energy Commission was founded in 1957 and the European Economic Community 
was also founded in 1957. 

The European Union has four main aims: 

• To establish European citizenship. This means the protection of fundamental human rights
and freedoms.

• To ensure freedom, security, and justice. This means co-operation in the field of justice and
home affairs.

• To promote economic and social progress. This involves the single market, the euro,
environmental protection, and social and regional development.

• To assert Europe's role in the world.

UPDATED GOALS READ ONLY 

Goals 

The goals of the European Union are: 

• promote peace, its values, and the well-being of its citizens.

• offer freedom, security, and justice without internal borders.

• sustainable development based on balanced economic growth and price stability, a highly
competitive market economy with full employment and social progress, and environmental
protection.

• Combat social exclusion and discrimination.

• promote scientific and technological progress.

• enhance economic, social and territorial cohesion and solidarity among EU countries.

• respect its rich cultural and linguistic diversity.

• establish an economic and monetary union whose currency is the euro. (EMU)
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Values 

The EU values are common to the EU countries in a society in which inclusion, tolerance, justice, 
solidarity, and non-discrimination prevail. These values are an integral part of our European way of 
life: 

• Human dignity
Human dignity is inviolable. It must be respected, protected and constitutes the real basis of
fundamental rights.

• Freedom
Freedom of movement gives citizens the right to move BOSMAN RULE and reside freely within the
Union. Individual freedoms such as respect for private life, freedom of thought, religion, assembly,
expression and information are protected by the EU Charter of Fundamental Rights.

• Democracy
The functioning of the EU is founded on representative democracy. Being a European citizen also
means enjoying political rights. Every adult EU citizen has the right to stand as a candidate and to
vote in elections to the European Parliament. EU citizens have the right to stand as candidate and to
vote in their country of residence, or in their country of origin.

• Equality
Equality is about equal rights for all citizens before the law. The principle of equality between
women and men underpins all European policies and is the basis for European integration. It applies
in all areas. The principle of equal pay for equal work became part of the Treaty of Rome in 1957.
Although inequalities still exist, the EU has made significant progress.

• Rule of law
The EU is based on the rule of law. Everything the EU does is founded on treaties, voluntarily and
democratically agreed by its EU countries. Law and justice are upheld by an independent judiciary.
The EU countries gave final jurisdiction to the European Court of Justice which judgements have to
be respected by all.

• Human rights
Human rights are protected by the EU Charter of Fundamental Rights. These cover the right to be
free from discrimination on the basis of sex, racial or ethnic origin, religion or belief, disability, age
or sexual orientation, the right to the protection of your personal data, and or the right to get access
to justice.

30 STARS       FACTS

THE EU INSTITITUTIONS 

European Commission 

The European Commission is based in Brussels in Belgium. 

It is made up of 27 Commissioners, one from each Member State. 

http://www.chanvre-info.ch/info/en/local/cache-vignettes/L512xH384/eu8-be45f.jpg
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The European Commission is the EU's politically independent executive arm. It is alone responsible 
for drawing up proposals for new European legislation, and it implements the decisions of 
the European Parliament and the Council of the EU. 

The Irish commissioner is Mairead mc Guinness who has the portfolio of Financial stability has a 
number of important functions: 

• The Commission initiates legislation. It makes proposals for European laws, which are sent
to the Council and European Parliament for amendment and approval.

• The Commission acts as a guardian of the EU treaties. It ensures that EU legislation is
applied by all Member States.

• The Commission acts as an executive body - it manages policies and the annual budget.

• The Commission represents the EU on the international stage. It negotiates trade and co-
operation agreements with non-EU countries. UK

The Council of the European Union 

The Council of the European Union is the main decision-making body in the EU. NNB 

The Council consists of one Government Minister from every Member State. 

Although there is just one Council, different groups of Ministers meet depending on what topic is 
being discussed at the weekly meeting.  

The ECOFIN council consists of the economics and finance ministers from each state. 

The Council of the European Union has three essential functions: 

Role: Voice of EU member governments, adopting EU laws and coordinating EU policies  
Members: Government ministers from each EU country, according to the policy area to be 
discussed  
President: Each EU country holds the presidency on a 6-month rotating basis  
Established in 1958 (as Council of the European Economic Community)  
Location: Brussels (Belgium) 

European Parliament 

• Role: Directly elected EU body with legislative, supervisory, and budgetary responsibilities
• Members: 705 MEPs (Members of the European Parliament)
• President: Martin Schulz
• Established in 1952 as Common Assembly of the European Coal and Steel Community, 1962

as European Parliament, first direct elections in 1979.
• Location : Strasbourg (France), Brussels (Belgium), Luxembourg

The European Parliament is the EU's law-making body. It is directly elected by EU voters every 5 
years. The last elections were in May 2019. 

Legislative 

• Passing EU laws, together with the Council of the EU, based on European Commission
proposals

• Deciding on international agreements
• Deciding on enlargements
• Reviewing the Commission's work program and asking it to propose legislation.

https://europa.eu/european-union/about-eu/institutions-bodies/european-parliament_en
https://europa.eu/european-union/about-eu/institutions-bodies/council-eu_en
http://europa.eu/about-eu/institutions-bodies/council-eu/index_en.htm
http://europa.eu/about-eu/institutions-bodies/european-commission/index_en.htm
http://ec.europa.eu/atwork/planning-and-preparing/index_en.htm
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Supervisory 

• Democratic scrutiny of all EU institutions
• Electing the Commission President and approving the Commission as a body. Possibility of

voting a motion of censure, obliging the Commission to resign.
• Granting discharge, i.e. approving the way EU budgets have been spent.
• Examining citizens' petitions and setting up inquiries
• Discussing monetary policy with the European Central Bank
• Questioning Commission and Council
• Election observations

The Court of Auditors (ACCOUNTANTS) 

The Court of Auditors has its headquarters in Luxembourg and is composed of 27 members, one 
from each Member State. Each Member State suggests a candidate who is appointed by the Council 
of the European Union in consultation with the European Parliament for a renewable term of 6 
years 

Members of the Court of Auditors are independent and have experience in the field of audit of 
public finances. The Court Members elect their President for a term of 3 years.  

The main task of the Court of Auditors is to audit the accounts and oversee the implementation of 
the budgets of the institutions of the European Union. 

 It aims to improve financial management of EU money and to report to EU citizens on how EU 
money is used. 

 It draws up an annual report at the end of each financial year. 

The Irish representative is Kevin Cardiff. 

The European Court of Justice 

The ECJ has the important function of ensuring that European law is interpreted and applied in the 
same way in every Member State.  

It sits in Luxembourg and is composed of 27 judges, one judge from each Member State.  

Judges and Advocate Generals of the ECJ must have the qualifications to be appointed to the 
highest national courts in their Member States or they may be jurisconsults (academic lawyers). 
Their independence must be beyond doubt. 

The European Court of Justice sits and hears cases all year round. In 1989, a Court of First Instance 
was set up to help the ECJ cope with its enormous workload. 

The ECJ upholds the Treaties and ensures that European law is interpreted and applied in the 
same way across the EU through various forms of legal action.  

ECJ only asked in the SAQs so far 

NOTE WORDS IN BOLD 

http://ec.europa.eu/commission/2014-2019_en
http://europa.eu/about-eu/institutions-bodies/ecb/index_en.htm
http://www.oasis.gov.ie/government_in_ireland/government_and_politics_at_european_level/european_institutions/council_of_the_european_union.html
http://www.oasis.gov.ie/government_in_ireland/government_and_politics_at_european_level/european_institutions/council_of_the_european_union.html
http://www.oasis.gov.ie/utilities/redirect.php?url=http://curia.eu.int/en/instit/presentationfr/index.htm
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VERY POPULAR WITH EXAMINERS 

50 STARS 

The EU decision making process. ASKED ALMOST EVERY YEAR 

Decision-making 

The EU's standard decision-making procedure is known as 'codecision'. This means the European 
Parliament has to approve EU legislation together with the Council based on a proposal from the 
Commission. 

EU decision-making involves three main institutions: 

• the European Commission which represents the interests of the EU as a whole,
• the Council of the European Union which represents the individual member countries,

SAQS maybe.
• the European Parliament, which represents EU citizens and is directly elected by them.

Step One 

The EU Commission proposes a new law. This body oversees the running of the European Union on 
a daily basis. It consists of EU Commissioners appointed by the member states.  

Step Two 

The new law is then discussed by the European Parliament, which is sometimes referred to as a 
“talking shop”. This institution debates the pros and cons of the proposed new legislation and takes 
on board the views of special interest groups e.g. IFA. 

Step Three 

The proposed new law is then passed back to the EU Commission and they take on board any useful 
amendments as decided by the EU Parliament. The EU Commission then redrafts the proposed bill.  

Step Four 

The proposed legislation is passed on to the main decision-making body of the EU, which is the EU 
Council of Ministers. This collective institution consists of the various ministers from each member 
state who are most affected by the new legislation e.g. the EU Council of Ministers for finance 
ultimately ratified the euro. The new legislation is accepted or rejected by the European Council of 
Ministers. 

This new legislation, if accepted, may be implemented as follows: (EU COMMISSION) NNB 

The aims set out in the EU treaties are achieved by several types of legal act. Some are binding, 
others are not. Some apply to all EU countries, others to just a few. 

Regulations 

A "regulation" is a binding legislative act. It must be applied in its entirety across the EU. For 
example, when the EU wanted to make sure that there are common safeguards on goods imported 
from outside the EU, the Council adopted a regulation. IT TAKES IMMEDIATE EFFECT 

In July 2013, the European Commission imposed a regulation setting new standards for efficient 
electricity use for vacuum cleaners. Leaving the EU means that Parliament can decide whether the 
British should have the right restored to buy inefficient vacuum cleaners that use lots of 
electricity. 

http://europa.eu/about-eu/institutions-bodies/european-commission/index_en.htm
http://europa.eu/about-eu/institutions-bodies/council-eu/index_en.htm
http://europa.eu/about-eu/institutions-bodies/european-parliament/index_en.htm
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1441183586073&uri=CELEX:32015R0478
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1441183586073&uri=CELEX:32015R0478
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Directives 

A "directive" is a legislative act that sets out a goal that all EU countries must achieve. However, it is 
up to the individual countries to devise their own laws on how to reach these goals. One example 
is the EU consumer rights directive, which strengthens rights for consumers across the EU, for 
example by eliminating hidden charges and costs on the internet, and extending the period under 
which consumers can withdraw from a sales contract. 

Under EU law, it is illegal to make an employee work for an average of more than 48 hours a 
week. 

Decisions 

A "decision" is binding on those to whom it is addressed (e.g. an EU country or an individual 
company) and is directly applicable.  

For example, the Commission issued a decision on the EU participating in the work of various 
counter-terrorism organisations. The decision related to these organisations only. 

Lobbying 

…is the main means of influencing EU affairs.  Interest groups such as the IFA, CAI and Greenpeace 
are more influential than individuals.  People may lobby through TDs, MEPs or can complain directly 
to the EU Ombudsman who is based in Strasbourg. 

Illustrate the role of special interest groups in the decision-making process of the European Union. 

(15 marks) 

• Irish laws are now made centrally in Europe for us and so items like a minimum wage,
maximum working week, consumer protection and waste reduction all have a major impact
on Irish people. At EU level we are given a voice by special interest groups.

• These pressure groups are representative organisations are outside of the Irish and
European political systems but exert pressure on the lawmakers by lobbying them on a
range of issues, which affect ordinary people.

• These interest groups conduct campaigns in the press, on television and on radio to ensure
that the voices, which they represent are heard by the decision-makers e.g. Irish Farmers
Association lobbying against unfavourable farming law changes or Greenpeace campaigning
for the closure of Sellafield. These interest groups lobby MEPs, Commissioner and EU civil
servants.

• 2600 special interest groups have offices in Brussels.

Problems of EU decision making. 

o Larger member states have more influence.

o High level of bureaucracy

 Subsidiarity Principle says that those directly affected by a problem should have   the final 
say. 

o Democratic deficit, which means that the only democratically elected institution lacks real
power.

EU Common Policies 

• A common policy means that an agreed approach is adopted in that area of the EU’s
activities.

http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1434958925154&uri=CELEX:32011L0083
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1441179536456&uri=CELEX:52015JC0032
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1441179536456&uri=CELEX:52015JC0032
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Reasons for common policies 

o Ensures a common approach in all countries.

o Ensures uniform development of the EU.

o Better living standards throughout the EU

Single European Market 

This policy removes barriers and allows. 

o Free movement of goods

o Free movement of services

o Free movement of capital

o Free movement of labour

A common external tariff is applied by all EU countries on goods imported from outside the state.

The main effects of the Single European Market on Irish business are: 

 Removal of physical barriers 

The freedom of movement of goods, services, labour, and capital gives Irish firms access to an 
enlarged market of nearly 446 million people. As a small, open economy that depends on exports to 
fuel economic growth this has proved to be highly beneficial to our small nation. Competitive Irish 
firms have taken this opportunity to expand successfully. 

Lower Administration Costs 

As an island nation on the edge of Europe, Irish firms have benefited from the introduction of a 
single travel document for the shipment of goods throughout the European Union. This reduces 
administration charges and facilitates the movement of Irish exports.  

Single Banking Licence 

Irish banks are free to set up throughout the European Union. As we have a competitive advantage 
in the financial services sector Irish banks have made huge profits in other EU countries. Foreign 
banks have also created thousands of jobs in the International Financial Services Centre in Dublin. 

Access to EU Structural and Cohesion Funds 

Irish infrastructure has been greatly enhanced by the billions of structural funds offered to Ireland 
since we joined the European Union. This has reduced the costs of distribution within Ireland and 
has allowed our firms to become more competitive. 

Attraction of Non-EU Multinational Companies 

As a small open economy, we have attracted many American companies who have set up base in 
Ireland. Access to the single markets of the European Union has been a major selling point. We have 
1550 multinational companies in Ireland. US companies are directly responsible for 187000 Irish 
jobs.  

Ireland and Economic and Monetary Union 

The main perceived advantages of EMU are a reduction in transaction costs and end 
to destabilising currency shifts within Europe. The elimination of these transaction  
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costs benefit a country like Ireland whose businesses export a considerable amount of 
its output to the European Union. 

A single currency highlights price differential. Businesses sourcing raw materials 
and components can readily identify the best bargains throughout the EU. 

The ECB has a monetary policy that focuses on price stability. This includes setting 
interest rates for the Euro zone. Record low interest rates set by the ECB of late.  
facilitate business expansion and investment.  

Ireland’s common currency is an attraction for FDI because trade within a large  
European market is less bureaucratic and relatively cheap. Increased FDI has positive 
spin- off effects for Irish indigenous industry.  

The euro (sign: €; code: EUR) is the official currency of the eurozone, which consists of 19 of the 28 
member states of the European Union: Austria, Belgium, Cyprus, Estonia, Finland, France, 
Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Portugal, 
Slovakia, Slovenia, and Spain. 

Common Agricultural Policy 

3 original aims 

o A single market for agricultural produce.

o To show preference to EU output.

o To finance intervention buying

The aim of the common agricultural policy is to provide farmers with a reasonable standard of 
living and consumers with quality food at fair prices. The way these aims are met has changed over 
the years. 

 Food safety, preservation of the rural environment and value for money are now all key 
concepts.  

Ireland has been a net beneficiary from the EU Budget since accession in 1973 and the majority of 
funding we have received has come through the Common Agricultural Policy (CAP). 

In fact, a significant portion of the EU budget is spent on agriculture but that’s because the CAP is 
the only policy almost entirely financed from EU funds. 

The money is spent on areas such as direct support payments to farmers and market support to the 
agricultural sector. Funds are also used for rural development or LEADER programmes that help 
protect small, local communities around Ireland. 

It provides good value for money for citizens and taxpayers because EU spending replaces or 
subsidises, to a large extent, national spending. 

The money is more of an investment today than it was in the past as over the years successive 
reforms of the CAP have seen financial support moved away from incentives for production to 
direct income support for farmers, provided they respect strict safety, health and environmental 
standards, and for projects that stimulate economic activity in rural areas. 

With little room left for expanding agricultural land in Europe, productivity growth in the future has 
to come through innovation and research and the CAP can help Irish farmers embrace new 
production methods so this traditional industry can meet the challenges of today’s modern world. 

http://ec.europa.eu/budget/mycountry/IE/index_en.cfm
http://ec.europa.eu/agriculture/direct-support/index_en.htm
http://www.environ.ie/en/Community/RuralDevelopment/EURuralDevelopment/
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These new challenges include food security. Experts estimate that food production will have to 
double in order to feed a world population of nine billion people in 2050. 

However, this has to be done in a sustainable way, as climate change has presented the additional 
challenges of carefully managing natural resources and protecting the countryside to ensure rural 
economies in Ireland and right across the EU survive well into the future. 

Common Competition policy 

It ensures the best chance for the Irish consumer of getting quality goods and services  
through suppliers competing for the business, i.e. the existence of competition among 
suppliers. 
It restricts Irish businesses from forming anti-competitive cartels or keeping prices  
artificially high or preventing newcomers from entering the market. 

It controls the growth of large mergers and takeovers and this ensures that Irish businesses operate 
on a fair basis and that consumers benefit.  

In doing business with smaller firms, large firms may not use their bargaining power 
to impose conditions which would make it difficult for their supplier to do business  
with the large firm’s competitors.  

The European Commission can and does fine companies for any unfair practices. 

By blocking J Sainsbury’s planned £7.3bn supermarket merger with Asda, Britain’s Competition and 
Markets Authority has fired a warning shot across the bows of big business. The decision is good for 
consumers and welcome — especially if, in an era when consolidation has in some sectors gone too 
far, it signals a tougher stance on mergers. But if competition policy is to be enforced more 
rigorously under the CMA’s new chairman Andrew Tyrie, it is vital it remains transparent and free 
from accusations of politicisation. 

Common Fisheries Policy 

More abundant fish stocks also lead to profitable fisheries; if there are more fish, they are easier 
to catch, so fishing fleets spend less time and fuel to make more money”. 

As an island nation fishing has always been economically and socially important to Ireland. 

The natural, clean water around Ireland’s 7,500km of coastline has provided exceptionally good 
seafood for thousands of years, and it is important to protect it for future generations. 

The sailing boats, spears, and makeshift nets our ancestors fished with did not pose any threat to 
jobs, the coastal environment or fish stocks, but modern fishing vessels and methods do. 

Commercial trawlers can now travel vast distances across the ocean, and some are fitted with 
hydraulically powered winches capable of scooping up several tonnes of fish in a single net. 
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During much of the 20th century relentless fishing and marine pollution pushed some fish stocks to 
the brink of extinction, making it necessary to regulate the fishing industry. 

Today, the interests of Irish fishermen, fishing communities and consumers of fish products are 
supported through the EU’s Common Fisheries Policy (CFP) that’s negotiated and agreed between 
all 28 Member States. 

It is often a controversial subject in Ireland, but the CFP’s main aim is to protect all of Europe’s 
seafood industry and marine environment for future generations. 

Benefits of the CFP. 

The main objective of the CFP is to make sure the needs of today’s EU fishing industry are met 
without jeopardising fish stocks for future generations. 

It also aims to provide a guaranteed income for fishermen and ensure a regular supply of top-
quality seafood at reasonable prices for consumers while maintaining healthy coastal ecosystems. 

The threat to the fishing industry is a global one so the EU has partnership agreements with non-
EU countries that help manage the Earth’s seas and oceans through a regulated, transparent and 
sustainable framework. 

These agreements also allow EU fishermen to fish in distant waters in return for a financial 
contribution that allows non-EU countries to invest in their fishing industries and build up global fish 
stocks. 

Common Social policy 

• NATIONAL MINIMUM WAGE €10.50 per 
hour

• TRAINING OF PEOPLE

• EMPLOYMENT DISCRIMINATION

• MAXIMUM WORKING WEEK 48hrs
The need for a European social policy. The objectives of the common social policy are very close to 
those of the common regional policy. The latter is directed towards improving the lot of the least-
favoured regions of the European Union, the social policy that of its poorest citizens. 

This EU Social Charter sets out basic principles that impact on Irish businesses: 

Free movement of Labour.  
Workers have the right to migrate freely which benefits 
employers in terms of recruitment and selection.  

Employees have the right to a fair wage.  
The establishment of the minimum wage  
level has increased costs for business.  €10.50 PER HOUR 

A commitment to vocational training through grant aid directly to trainees has  
greatly upskilled the labour force benefiting Irish businesses.  
Health protection and safety at work elements to the charter have forced employers to 
improve health and safety conditions in the workplace.  

http://ec.europa.eu/fisheries/cfp/index_en.htm
http://ec.europa.eu/fisheries/cfp/international/agreements/index_en.htm
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The European Social Fund 

The European Social Fund is spending €60 billion between 2006 and 2012 to develop work skills and 
social skills. People with good social skills have greater self-confidence and are more adaptable.  

Minimum standards for all 

o The EU has a long tradition of ensuring a decent working environment throughout the EU
and of protecting workers' rights through common minimum rules on working conditions
and health and safety at work.

o The EU has outlawed discrimination based on gender, racial or ethnic origin, disability,
sexual orientation, age, and religion or belief. This is bolstered by policy strategies on
combating discrimination and xenophobia, and on ensuring that gender issues are
considered in all EU policies.

EU Structural policies 

Although the European Union is one of the richest parts of the world, there are striking internal 
disparities of income and opportunity between its regions. The entry of 12 new member countries 
in 2004 and 2007, whose incomes are well below the EU average, has widened these gaps. Regional 
policy transfers resources from affluent to poorer regions. It is both an instrument of financial 
solidarity and a powerful force for economic integration.  

Solidarity and cohesion 

The two words, solidarity, and cohesion, sum up the values behind regional policy in the EU: 

▪ solidarity because the policy aims to benefit citizens and regions that are economically and
socially deprived compared to EU averages.

▪ cohesion because there are positive benefits for all in narrowing the gaps of income and
wealth between the poorer countries and regions and those which are better off.

▪

Big differences in prosperity levels exist both between and within member states. Even before 
enlargement, the ten most dynamic regions of the EU had a level of prosperity, measured by GDP 
per capita, which was nearly three times higher than the ten least developed regions. The most 
prosperous regions are all urban - London, Hamburg, and Brussels. 

The dynamic effects of EU membership, coupled with a vigorous and targeted regional policy, can 
bring results. The gap between richest and poorest regions has narrowed over  the years.  
One of the current priorities is to bring living standards in the new member states closer to the EU 
average as quickly as possible. 

A further €18 billion is allocated to the Cohesion Fund, set up in 1993 to finance transport and 
environment infrastructure in member states with a GDP less than 90% of the Union average at the 
time (Greece, Ireland, Spain, and Portugal). 

Looking after new members  

With enlargement, the area and population of the Union has expanded by 20% while GDP has 
increased by less than 5%. The GDP of the newcomers varies from about 72% of Union average in 
Cyprus to about 35-40% in the Baltic States (Estonia, Latvia, and Lithuania). The Union has created 
tailor-made financial programmes for the period 2000-2006 to help the newcomers adjust to 
membership and to start narrowing the income gap with the rest of the Union.   

To supplement these programmes, the Union has set aside a further €23 billion from the structural 
and cohesion funds to be spent in the new member states in the period 2004-2006. 
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Common Environmental Policy 

The EU has some of the world's highest environmental standards, developed over decades. 

Environment policy helps protect Europe’s natural capital, encourages business to green the EU 

economy, and safeguards the health and wellbeing of people living in the EU. 

Protecting natural capital 

Europe works to protect nature and stop the decline of endangered species and habitats through 

Natura 2000, a network of 26,000 protected natural areas covering almost 20% of the EU's land 

mass. These are not nature reserves, but zones where sustainable human activities can take place 

without threatening rare and vulnerable species and habitats. 

A resource-efficient green economy 

The successful economies of tomorrow will be the ones that most efficiently use scarce natural 

resources like water, minerals, metals, and timber. Europe's environment policy tries to create 

conditions that encourage individuals and industries to use resources more carefully, throughout 

their life cycle. Environmental measures aim to: 

• help individuals and businesses understand the true value of natural resources.

• lower the environmental impact of production and consumption, especially of food,

housing and transport.

• ensure that waste is managed as a resource.

• help prevent or reduce water stress in the EU.

CHAPTER 26 – THE INTERNATIONAL TRADING ENVIRONMENT 

Ireland is a small open economy.  This is an economy in which there are no restrictions to goods and 
factors of production in and out of the economy. We rely heavily on foreign trade to boost our 
economy.  In the year 2018 our Visible exports were €140bn and our visible imports were €90Bn 
Our main trading partners are the EU mainland 43% and the US 23% for exports. 

Two effects on Ireland as a small open economy 
1. We are very dependent on the state of economic affairs in countries like the US and the UK.

2. We are linked to the other EMU countries and therefore control of our own economy
maybe out of our own hands.

Ireland's international trade competitiveness has deteriorated since 2000, mainly due to higher 
inflation and an appreciating euro.  

http://ec.europa.eu/environment/nature/natura2000/index_en.htm
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Reasons for International Trade 

1. Increased World output

Countries have realised that with free trade it makes more sense to concentrate their resources on
where they have a competitive advantage and trade for other needs.  In Ireland we are good at
food and drink production but need to trade for oil citrus fruits, tea, coffee etc.  This boosts
economic activity worldwide.

2. Choice and variety

Goods which cannot be domestically produced in Ireland e.g. exotic foods can be imported and this
offers a greater choice to the consumer.  In good economic times consumers have more elaborate
needs and wants.

3. Economies of Scale

These are the benefits of large-scale production.  Heavy Industrial goods, cars and 
telecommunications networks could not be produced efficiently and sold to a small population and 
international trade is essential to recover the fixed costs. 

4. Improved efficiency

The EU is based on the deregulation of markets.  This allows for the survival of the most efficient
and results in less waste and lower prices for consumers.  It prevents the abuses associated with
dominant firms in the market.

5. Economic Growth

A small country like Ireland would have limited scope for growth in a domestic market. Our
combined exports and imports added together exceeds the entire output of the country and our job
creation is based on wealth generated by our goods and services overseas.

6. International Co-operation

Education, technology, political and military links have brought countries closer together over the
years and these links have encouraged international trade between each other.

• Imports are goods and services brought into Ireland from an outside country and paid for in
Euros or in foreign currencies.

• Exports are goods and services sold by Irish people in foreign markets and paid for in Euros.

• Visible imports are physically moved into this country e.g. Italian shoes, South African
wine.

• Visible exports are physically moved out of Ireland to foreign markets e.g. Baileys Irish
Cream and Irish beef

• Invisible imports are the use of foreign services by Irish people e.g. Irish citizens holidaying
in Spain.

• Invisible exports are the use of Irish services by foreigners e.g. Aer Lingus leasing its planes
to a German company.

Irish Business and International Trade 
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• Balance of Trade is the difference between visible exports and visible imports. 2010 figure
= €44bn

• Balance of Payments current account = total exports – total imports.

Total = visible + invisible MUST BE ABLE TO SEPARATE

The split between exports of goods and services is 53%:47%

30 STARS 

Access to bigger Markets  
Export markets provide a larger potential market for a firm and provide an opportunity to increase 
sales and profits.  

Economies of Scale  
An economy of scale reduces cost per unit as a firm increases in size i.e. reductions in 
costs that come from buying, producing and selling in large quantities.  

Reduced Risk  
By diversifying into a new market, a firm is spreading its risk making it less dependent on  
one market.  
Free movement of services, labour and capital  

The Irish construction sector benefited hugely from the availability of Polish and other EU workers 
during the boom years.  

Business may also source the best investment/borrowing opportunities in EU. 

Opportunities for Irish business in International trade 
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Workforce 

We have a well-educated young workforce with up-to-date skills which gives us a competitive 
advantage in hi-tech areas and a well-developed knowledge economy 

EU membership 

We are members of a powerful trading bloc and are protected by its common policies. We can trade 
freely within a market of 500 million people. Irish businesses are eligible to tender for government 
contracts in EU states. Public Procurement. 

 Eligibility of Ireland to receive Structural Funds.  

This has improved the infrastructure in Ireland e.g. 

Huge roadways improvements have benefited business. 

Competition 

Traditionally the Irish government would have protected the “infant” industry from the full force of 
competition through trade barriers.  Deregulation of EU markets means that only competitive firms 
will survive, and this may affect employment here. 

Development of Human Resources 
Training and development programmes will have to be introduced as apart from the highly 
competitive markets (in which strikes would have serious implications), we also have language 
problems, marketing changes and the introduction of technology to deal with. 

Dumping 
Excess production from larger countries could be sold here below cost as a means of using up 
surplus supply.  This would damage domestic firms. 

Costs 
Our geographical location at the edge of Europe means that we have extra transport and great 
distribution costs.  We should hope that a focus on quality and improvements in technology and 
logistics would help us overcome this challenge. 

Ireland has a high labour cost 
 The relocation of some multi-nationals has taken place due to the high cost of labour in Ireland. 
e.g. Dell have transferred production to lower cost economies e.g. Poland. €10.50 per hour  Ireland

Currency Fluctuations 
A large portion of our trade is with the UK and the US and therefore we are susceptible to changes 
in the exchange rate which can add to profits or erode profits e.g. €50 = £31.50 in 2006 but in 2011 
€50 = £43.50 

Challenges to Irish business in International trade 
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• As a small open economy we rely heavily on foreign trade.  We depend on imports of raw
materials to generate finished goods for export.

• We depend heavily on exports to bring in the wealth to boost our economy.

Ireland posts regular trade surpluses since the late 1980’s. 

 The country is one of the biggest exporters of pharmaceuticals in the world (28 percent of Ireland’s 
total exports). Other major exports are organic chemicals, data processing equipment and software. 
Main imports are electrical machinery and components (16 percent of total imports), fuel (15 
percent), motor vehicles (10 percent) and food (10 percent). European Union is by far its largest 
trading partner, accounting for about 60 percent of total trade. Within the EU, main partners are 
United Kingdom (16 percent of exports and 34 percent of imports), Germany and France. Other 
major partners are United States (23 percent of exports and 12 percent of imports) and China.  

Ireland has a well-developed services sector in areas such as tourism, financial services, 
engineering technology etc.  Improvements in Information and Communications Technology mean 
that these services can be traded much more easily.  The International Financial Services centre has 
been very successful in the provision of employment and opportunities. 

70% of our service exports are to the EU. 

Ireland is part of the European union and we have free movement of goods services capital and 
labour. We have benefited from financial aid which has helped to develop our infrastructure and 
has given us a platform for economic success. 

The IDA Ireland has attracted hundreds of Transnational companies to Ireland focusing on business 
sectors that are closely matched with the emerging needs of the Irish economy and that can operate 
competitively in global markets from an Irish base. This has created employment and has boosted 
exports.  

Foreign companies are responsible for €110Bn of our exports and 60% of our corporation tax. 

 Firms are attracted by our low 12.5% corporate tax rate, highly skilled workers, high labour 
productivity, flexibility and adaptability of workforce, and our EU membership. 

The significance of International trade for the Irish economy 
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The main changes that affect Irish businesses are 

World Trade Organisation 

This was set up post world War II as the General agreement on tariffs and Trade and has been 
hugely successful at opening up markets to free trade.  This is very important for an export 
orientated country like Ireland. 

96% of our GDP comes from exports. 

The European Union 

We are part of an economic trading bloc, which has grown in strength since Economic and monetary 
union.  This offers benefits and opportunities for Ireland and operates a trading area without 
barriers that has common external tariffs on outsiders. Brexit will pose difficulties for small food 
exporters that rely on the UK 

It is the third largest market in the world 

Transnationals 

We live in a world of global business and a single brand worldwide.  The attraction of these 
companies to Ireland has been high on IDA Ireland’s priority list and gives massive employment.  
IMPACT OF FDI ON IRISH BUSINESS 

It is estimated that €7Bn is the annual payroll from TNCs and they spend €19 Bn in the economy. 

Technology 

This has rendered location to be less important and developments should reduce transport costs.  
The use of “logistics” is becoming more common. 

Much of our exports are technology related as we have concentrated on the knowledge economy. 

 8 of the top 10 firms in ICT 

 8 of the top 10 firms in Pharmaceuticals 

15 of the top 25 firms in Medical Devices have all set up in Ireland. 

Emerging countries 

The development of the Pacific Rim and South American countries e.g. China and Brazil who are 
producing high-quality low-cost goods will prove a threat to EU countries.  Ireland must concentrate 
on hi-tech industries. 

Eastern Europe 

Change in political regimes in the former Iron Curtain countries has opened up these countries to 
trade.  However average purchasing power is low, but they will be keen competitors in the 
production of agriculture and food products in the future. TNCs requiring low skilled labour will 
choose these low-cost locations in the future. 

Deregulation 

The opening of most countries to competition means the survival of the fittest.  Ireland will not be 
able to compete on a basis of wage levels so we must focus on the education aspect and high 

The Changing Nature of the International Economy and its effect on Irish business 



BUSINESS 

Philip Curry – LC Business 2021 Page 295 

quality and excellent service. Irish consumers have benefited from lower prices as a result of open 
competition. 

World Trade Organisation WTO 

The WTO was born out of negotiations, and everything the WTO does is the result of negotiations. 
The bulk of the WTO’s current work comes from the 1986–94 negotiations called the Uruguay 
Round and earlier negotiations under the General Agreement on Tariffs and Trade (GATT). The WTO 
is currently the host to new negotiations, under the ‘Doha Development Agenda’ launched in 2001.  

Where countries have faced trade barriers and wanted them lowered, the negotiations have helped 
to open markets for trade. But the WTO is not just about opening markets, and in some 
circumstances its rules support maintaining trade barriers — for example, to protect consumers or 
prevent the spread of disease. 

At its heart are the WTO agreements, negotiated and signed by the bulk of the world’s trading 
nations. These documents provide the legal ground rules for international commerce. They are 
essentially contracts, binding governments to keep their trade policies within agreed limits. 
Although negotiated and signed by governments, the goal is to help producers of goods and 
services, exporters, and importers conduct their business, while allowing governments to meet 
social and environmental objectives. 

The system’s overriding purpose is to help trade flow as freely as possible — so long as there are no 
undesirable side effects — because this is important for economic development and well-being. 
That partly means removing obstacles. It also means ensuring that individuals, companies, and 
governments know what the trade rules are around the world and giving them the confidence that 
there will be no sudden changes of policy. In other words, the rules must be ‘transparent’ and 
predictable. 

Trade relations often involve conflicting interests. Agreements, including those painstakingly 
negotiated in the WTO system, often need interpreting. The most harmonious way to settle these 
differences is through some neutral procedure based on an agreed legal foundation. That is the 
purpose behind the dispute settlement process written into the WTO agreements. 

NB 

30 STARS 

Barriers to trade 

Tariffs 

These are taxes on imports which make them dearer and so helps the domestic      producer. The EU 
does not place tariffs on the world’s poorest 49 countries to help them to develop. Apples from 
China to EU 9% 

Quotas 

These are a limit on the amount of an import that can enter a country.  

It is a numerical restriction and is designed to help indigenous business. 

The EU quota on chicken imports from Thailand is 160,000 tonnes. 

Embargoes 
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These are a complete ban on trade with a specific country. E.g.  the EU has banned members from 
supplying arms to Syria. 

  50 Stars 



BUSINESS 

Philip Curry – LC Business 2021 Page 297 

CHAPTER 27 – GLOBAL MARKETING 

A global market is the activity of the buying and selling of goods and services in all the countries 
in the world. The world is a single marketplace. This market can be standardised or adapted 

Global marketing is the process of conceptualising the product to reach a single international 
market based on a product or service with universal demand. It takes a business to the next 
level. 

In Shanghai, KFC serves porridge for breakfast and Peking Duck burgers for lunch. In Beijing, 
Starbucks serves green and aromatic teas. In Shenzhen, Coca-Cola produces carbonated fruit drinks 
and bottled water. 

The brands are indisputably western, and they are carving out good market share as global 
businesses. But they have also learned that success in the emerging markets requires adaptation to 
local tastes, attitudes, and values. 

• Heineken describes itself as being a global enterprise with sights on global markets. It is sold in
170 countries. The company was originally set up in Amsterdam in 1864.

• Deregulation.  Information and communication technology and a greater desire for choice have
pushed us towards “Global Markets”.

• 24-7-52 is part of the philosophy of global firms.

• Business owners need to keep their businesses pushing forward or else market forces will push
them out of business.

• Today we live in a global economy in which the time taken for people to move between
continents has been significantly reduced and in which Internet and other connections make
instant connections possible.

• A global strategy is an organisational plan that takes into account these new global realities.

Key aspects of global strategy include: 

1. Treating the global market as the domestic market.
Creating a global marketing mix, which at the same time recognises regional and national
differences, such as differences in language and tastes.

2. Example the Big Mac in India is the Chicken Maharaja sandwich

3. Creating global production and distribution systems, e.g. super factories covering major
areas of the world.

4. Concentrating on power brands - the most successful brands and products. Because the
global market is so large there are substantial benefits to be gained from economies of large
scale production, marketing and distribution. Rather than producing thousands of different
products it makes sense to narrow down the range to a much smaller number in order to
support these brands across the globe.

• A global business co-ordinate its efforts towards aiming its product at a one “world” market
and may use the factors of production on a worldwide basis.  Cost savings are sought out
and economies of scale play an important part.

• The goods are standardised i.e. Mass Produced and identical so that the consumer knows
what to expect e.g. Pepsi

Global business identifies world markets for its products. Global companies plan and co-ordinate 
activities on a global basis. By operating in more than one country, benefits from savings or 

http://www.forbes.com/companies/starbucks/
http://www.forbes.com/companies/coca-cola/
http://www.thetimes100.co.uk/theory/glossary--economy-429.php
http://www.thetimes100.co.uk/theory/theory--overseas-marketing--382.php
http://www.thetimes100.co.uk/theory/glossary--marketing-mix-866.php
http://www.thetimes100.co.uk/theory/glossary--benefits-97.php
http://www.thetimes100.co.uk/theory/glossary--scale-1251.php
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economies on activities such as R&D, marketing, operations, and finance are achieved, which may 
not be available to purely domestic operators.  

GLOBALISATION AND IRELAND (30 STARS) 

Globalisation can be viewed as an opportunity for Irish businesses to sell goods and  
services abroad and grow and expand their operations. Companies get access to much  
wider markets E.g. Kerry Group and Glanbia Plc leading to economic growth for the  
Irish economy.  
Globalisation impacts on the labour market within the Irish economy. Having  
experienced net emigration for decades, Ireland now has significant immigration as  
global companies located here try to fill high skill vacancies, for example in the  
technology sector, where there is a skill shortage.  
Global companies located in Ireland are a significant source of employment. It is  
estimated that American global companies alone directly employ 115,000 people.  
Companies such as Dell, Microsoft, Google, Hibernian Aviva, Palm Inc., Facebook  
& Intel have all made significant contributions to the success of Ireland’s economy.  
Consumers get much wider variety of products to choose from and they get the  
product they want at more competitive prices/Increased domestic demand leading to  
economic growth in the Irish economy.  
The growth in Globalisation and global firms, with their quality produce at cheap prices,  
are a competitive challenge for Irish exporters. Irish exporting firms will have to become  
more efficient and invest in R&D in order to provide products with a unique selling point 
(USP) to survive the competitive threat from global firms.  
Globalisation can be viewed as a threat to the Irish economy because if Ireland is  
uncompetitive, its domestic industries will decline in the face of cheaper imports of  
goods and services 

Reasons for Global Business 

Saturated domestic markets 

Many firms are limited by the size of domestic markets and must export to expand 

Deregulation 

The breaking down of trade barriers by the WTO has created a global free trade area 

Better Technology 

Due to developments in the area of information flow there is greater knowledge of foreign 
markets and of the needs and wants of customers. 

Emerging markets 

Countries such as China with huge populations can be targeted even more by large firms who want 
to develop a global presence. 

Global standardisation 
Is about satisfying the common needs and desires of people everywhere.  The world is a single 
market and the firm is organised around the product e.g. IBM, Coca Cola, Microsoft. 
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Impact of global Business on customers. 

• Goods are produced to the highest quality and at minimum cost for consumers. 

• National businesses must concentrate on local “niches” as they cannot compete with Global 
business. 

 

Challenges for Global business. 

• Markets of the world are not homogenous.   

• The problems facing International Business is the different needs and wants, tastes, beliefs, 
customs, and laws of foreign markets e.g.  Alcohol sales 

-  

• A need for excellent co-ordination.   

This is to take advantage of global cost-savings as there is a potential for diseconomies of 
scale in huge firms. 

• Irish firms cannot compete with the promotional spend of global firms as the advertising 
budgets are colossal 

 

Localising the Product  
It is important to conduct research on the customer's reaction to a new product. Research and 
development (R&D) are essential in order to adapt to changing market situations and customer 
needs.  

 

Differences between Global and Transnational 

• Global businesses operate on a basis of satisfying universal wants with very little product 
adaptation.  It makes every attempt to force standardised products onto the world 
market. 

• Transnationals focus on market differences and supplies a wide range of locally adapted 
products.  The world is seen as a collection of separate opportunities.  Local branches make 
decisions. 

 

Product Adaptation means that the firm makes changes to the product to include as many 
consumers as possible.  The main changes are linguistic and cultural and translation costs add the 
most to overheads.  Products have been adapted to meet the Euro and finance products are 
modified to meet local finance and taxation laws. Lays and Walkers are the same product. 

Globalisation and Information Technology 

ICT allows business to 

• Transmit information at high speeds and this improves decision-making and the global 
decision is known in seconds. 

• Have up to date marketing figures from around the world and allows the strengths and 
weaknesses to be analysed. 

• Delayer and this reduce the costs associated with different hierarchies in a firm and also 
improves communications. 

• Location is no longer as important, and managers can be equally effective away from 
production. 

• Adapt to change very quickly using the latest technology to change design 

• Use EDI to link up with suppliers of raw materials 
• E-Business allows business to be conducted online both promotion and purchasing and this 

has altered the channels of distribution process. 
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International marketing is concerned with anticipating, identifying and satisfying the needs of 
consumers in more than one country.  It is more complex as there are more unknown factors in 
overseas markets. 

30 STARS 

A global business sees the world as one giant market and production location. A 
global business provides the same, undifferentiated product worldwide. (STANDARDISED)It uses a 
global marketing strategy, which involves the same or sometimes an adapted  
marketing mix (product, price, place, promotion) throughout the world to build a  
global brand. 
Examples of global businesses include Coca Cola, Dell, Nike, Toyota, Microsoft,  

MUST MAKE REFERENCE TO THE GLOBAL CHANGE BULK OF MARKS GOING FOR MARKETING MIX 
KNOWLEDGE 

Standardised: (Undifferentiated approach to the 4 Ps 
/Consistent marketing mix).  
Global business, like Nike, and Levi’s, with successful brands, aim to  
take the same, undifferentiated approach worldwide and use a  
standardised marketing mix. All products are targeted at similar groups 
locally. This leads to lower company costs and increased profitability. 

Adapted marketing mix: (Some element(s) of the marketing mix,  
(product, price promotion and place) is/are changed to reflect local  
customs, values, and economic situations).  
It is common for business to adapt the marketing mix to reflect regional  
differences, local language, cultural, geographic, or economic differences 
present in the market.  

Global Product  
The product may need to be adjusted to reflect technical, legal and  
language requirements e.g. a left-hand drive car; packaging may need to 
be changed to cater for the needs of the local market 

Examples:  
Starbucks adjusts its menu to fit local tastes. In Hong Kong, for example,  
they sell Dragon Dumplings. And as a global buyer of coffee, the  
company has long had a reputation for engaging local cultures according 
to their needs.  
McDonald’s varies items on its menu according to local tastes.  
Customers in Mexico can order a green chili cheeseburger, customers in  
many Arab countries can enjoy the McArabia, a grilled kofta sandwich  

GLOBAL MARKETING MIX 

http://www.google.ie/imgres?imgurl=http://upload.wikimedia.org/wikipedia/en/e/e7/Mid_products_lays.png&imgrefurl=http://en.wikipedia.org/wiki/File:Mid_products_lays.png&h=500&w=500&sz=98&tbnid=xRIPFjdgecaFoM:&tbnh=130&tbnw=130&prev=/images%3Fq%25%20
http://www.google.ie/imgres?imgurl=http://upload.wikimedia.org/wikipedia/en/e/e7/Mid_products_lays.png&imgrefurl=http://en.wikipedia.org/wiki/File:Mid_products_lays.png&h=500&w=500&sz=98&tbnid=xRIPFjdgecaFoM:&tbnh=130&tbnw=130&prev=/images%3Fq%25%20
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on pita bread. 
 
Global Price  
Global firms attempt to achieve a uniform price in each market, however,  
this objective is often affected by the following factors:  
The cost of living in different countries/disposable incomes.  
Different tariffs, customs duties, and VAT rates.  
Local price levels and prices charged by competitors in the  
market/exchange rate fluctuations.  
 
Global Place  
Global channels of distribution for physical goods tend to be longer  
involving more intermediaries such as exporters and agents.  
 
Examples of the various channels available include:  
Selling directly to customers online  
 
Use of agent /independent person who will act on behalf of the firm  
generally receiving a commission on sales  
 
Forming a strategic alliance with a foreign company to produce and/or  
market products.  
 
Global Promotion  
Advertising including social media, sales promotion, Public relations and sponsorship, Personal 
selling 
Differences in legislation, language and culture need to be recognised in the choice of promotion 
such as advertising and publicity campaigns.  
Example  
The language of television advertisements may have to be amended in  
different countries due to language barriers or the message could be  
considered offensive in some countries. 
 
Sample question 

Explain how Information Technology is helping Irish businesses to develop International Trade.  
(20 marks) 

 

• Decision- making 

The instant access of information by Irish firms in a split second using electronic mail and 
videoconferencing improves the decision-making process. Irish firms can then reinvent 
products to cope with “international” needs and wants. 

• Market Research 

Irish firms can access data from anywhere through the use of web sites and search engines. 
Information can be called up more quickly than by traditional research. 

• Logistics 

The use of computer software to find efficient routes and developments in transport means 
that technological savings help us to overcome geographical location disadvantages. 

• Videoconferencing 

The virtual meeting process allows Irish firms to communicate worldwide with plants at a 
foreign location without exhausting travel procedures, thus facilitating   international trade. 
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Links to www.leavingcertbusiness.wordpress.com 
This site is updated weekly with the latest developments on Leaving cert. Business. 
Sign up and follow the blog and receive an e mail every time a new post appears. 

http://www.leavingcertbusiness.wordpress.com/

