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Introduction



Welcome to How to Pass Higher Business Management. This book has been written specifically to prepare you for the new Higher Business Management course. It will help you pass the coursework assignment and question paper set by the Scottish Qualifications Authority (SQA). However, that doesn’t mean you have to learn everything in this book or indeed that this book contains everything you could possibly need to know in an assessment situation. If you haven’t realised already, Higher Business Management is a dynamic (this means always changing) course that is relevant to real life. In other words, there are endless possibilities when it comes to answering questions that can be exemplified by your own experiences of business as well as what you study in this book. You can also follow the author of this book on Twitter @mrmcleodbized for daily Higher Business Management hints and tips in the lead up to exams!


The subject


What do you mean, you have no experience of business? Of course you do! Every time you go into a shop, watch a TV advert or surf the internet for new clothes, you are engaging with business. Perhaps you have a part-time job or have taken part in work experience at school? These experiences will stand you in good stead when studying Higher Business Management.


Higher Business Management has grown in popularity over recent years. Many students like it for the reasons outlined above, that is, it is relevant to real life and interesting enough to pass the time with at school. Another reason why it is so popular, especially with those students ‘crashing’ the subject (that is attempting the Higher without having studied National 5), is because the course assumes no previous knowledge. There are some subjects that you have been studying since you were five. Sometimes it is difficult to attempt a Higher in something you have found tough throughout your school life. Well, the great thing about Business Management is that because the subject material is constantly being updated and is taught from scratch by your teacher each year, everyone starts at the same point, engaging with content that is relevant to them. As long as you are hard-working, revisit the day’s lesson at home each night and listen to your teacher’s advice, you will pass the course! Oh, and make sure you endeavour to write in proper sentences, too!


How to use this book


The book contains a number of features that are designed to help you make the most of your studies. They are:
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What you should know


These highlight key learning outcomes that you must know in order to demonstrate enough knowledge to meet the assessment standards for each section, as set by the SQA. Your teacher can, and will, assess you in a variety of ways, for example written tests, presentations, reports and so on. However, in all assessments you must prove that you meet these standards.
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Remember


This feature provides examiners’ advice on what key terms to remember, and how. It also suggests what you need to do to gain the maximum marks available in your final course assessment.
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Hints & tips


This feature gives you examiners’ hints and tips on how to achieve top marks. It also highlights common mistakes to watch out for and avoid!
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WWW


Useful up-to-date weblinks to help bring the topics to life for you.
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Case study


These present real-life examples of business, with points for discussion to deepen your understanding of key topics.


[image: ]







[image: ]


Activity


Hands-on tasks that will help you revise each topic.
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Quick questions


Short-answer questions to help you digest the information in each assessment standard.
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Key questions


These are questions you must prove you can answer to meet the assessment standard and pass each outcome if you wish to pass the level 6 unit.
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Exam-style questions practice


These questions are written in the style of the external question-paper questions, complete with fully worked solutions, and hints and tips at the back of the book to help you prepare for your exam.
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The course


The Higher Business Management course is split into five areas of study:





•  1: Understanding business



•  2: Management of marketing



•  3: Management of operations



•  4: Management of people



•  5: Management of finance





Each chapter is divided into topics which cover the knowledge and understanding, and the mandatory skills required for each area.


Course assessment


The course assessment for Higher Business Management is made up of two components:





1  Question paper (90 marks, 75% of overall grade).



2  Coursework assignment (30 marks, 25% of overall grade).





Question paper


The question paper is set by the SQA and will be taken during the main examination diet. The exam is closed book, so you won’t have access to notes or books.


The question paper is designed to give you the opportunity to apply your knowledge and understanding of business concepts from all topics in the course. This is your chance to show the examiner what you are made of! You should be ready for this, even excited to get in there and have the chance to pull together a year of studying to get the grade you deserve!


The question paper has two sections:


Section 1 (30 marks): This is known as a ‘case study’ and will be made up of a main case study text with exhibits containing additional information. This section will consist of mandatory short answer questions (that is you must answer all of them), each worth between 1 and 8 marks, based on the case study.




[image: ]


Remember


Questions will require you to demonstrate your skills, knowledge and understanding from studying the course AND your ability to apply them to the case study. In other words, all the answers are not contained in the case study and exhibits provided – you will need to draw on relevant material from your studies. There will be 0 marks for lifting information word for word from the case study and writing it as your answer. Likewise, you will not get full marks if you just regurgitate knowledge from your studies without applying it to the context of the case study and questions.
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Hints & tips


Try the exam-style case study at the back of this book to get practice at this key exam skill and make sure to check the solution and hints and tips too!
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Section 2 (60 marks): This section will consist of four 15-mark questions based on the following areas: Understanding business, Management of marketing, Management of operations, Management of people or Management of finance. These questions are your chance for big marks, you don’t have to worry about linking with a case study – just go for it and show the examiner what you have learned!
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Hints & tips


Yes, some Section 2 questions can be daunting as they can be up to 8 marks and cover ANY topic from the course. But don’t leave ANY answer blank! Write something and you just never know!
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Command words


Command words are used in each question in the question paper. The command word is usually the first word of the question and is designed to guide you to answer the question in the way in which it is intended to be answered.


Below is a list of the common command words used in Higher Business Management questions with advice on how you should tackle them. Further hints and tips on how to interpret command words can be found in the Solutions to exam-style questions section at the end of this book.
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Exam questions


You should practise exam questions containing all of the command words on page viii. A good way to understand the differences between the command words is to tackle similar questions but with different command words. You will be able to see the differences in the content and quantity of writing needed to gain marks for each one.


You will be able to find similar questions with different command words on the SQA website, www.sqa.org.uk. There they have guidance on which questions you can use from the old Higher as well as specimen questions from the new Higher. There are also exam-style questions at the end of each chapter in this book. You can also study the solutions provided to see how they should be tackled – after attempting them, of course!


You also need to be aware of the wording of each question as this can give you clues about how to answer it. Let’s break down an example question to see what it tells us.
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Exam-style question practice


Explain methods of external growth. (4 marks)
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Activity 0.1


Below are five exam-style questions, all on the same straightforward ‘introductory’ topic that you should cover in the early stages of the course. Attempt all five questions, paying close attention to the command word in each one. Check your answers with a partner or ask your teacher to look over them for you.





1  Describe the features of:







    a)  a private limited company



    b)  a public limited company. (4 marks)









2  Discuss the following types of organisation:







    a)  a private limited company


    b)  a public limited company. (4 marks)









3  Compare the following types of organisation:


a private limited company and a public limited company. (4 marks)



4  Distinguish between the following types of organisation:


a private limited company and a public limited company. (4 marks)



5  Explain why a business would want to:







    a)  become a public limited company


    b)  remain a private limited company. (4 marks)
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Coursework assignment


The coursework assignment is worth 30 marks (25% of your overall grade) and will be completed by you at school or college and sent to the SQA to be marked. The marks will be awarded as follows:






	Element

	Maximum marks available






	Introduction

	2 marks






	Research

	4 marks






	Analysis and interpretation

	13 marks






	Conclusions and recommendations

	10 marks






	Collating and reporting findings

	1 mark






	Total

	30 marks







Your assignment is to research an organisation of your choice AND a business issue of your choice, and produce a report of your findings. The organisation can be from any sector of the economy, that is, private, public or third sector. The business issue should be directly related to a topic and/or concept from the Higher Business Management course. This should not be an entire area but a specific topic. For example if you want to investigate Coca-Cola and are particularly interested in marketing, you could choose:





•  the pricing strategies of Coca-Cola



•  the product portfolio of Coca-Cola



•  the extended marketing mix of Coca-Cola



•  the out-of-the-pipeline promotions of Coca-Cola.





Once you have decided on your organisation and business issue, you then have to plan and gather evidence as well as typing up your report. You have 8 hours to do this. Make sure you split the time up appropriately – don’t spend too long researching background information on your chosen organisation for the introduction as this section is only worth 2 marks.


Let’s take a look at each section.


Introduction (2 marks)


The introduction should set the tone of your report.





1  First, you must state the organisation you are researching and the business issue you have chosen.



2  Second, you must state the topic you have chosen.



3  You should give some background information on the organisation, for example, a brief history, the product or service it provides, their target market, the structure of the organisation, and so on. Limit this information to two points only but make sure you describe what the business does, i.e. what it makes/sells/provides.
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Hints & tips


Don’t be too vague with your ‘topic’, e.g. ‘Analysing the business model of …’ or ‘Comparing business X with business Y’. Assignments like this have scored poorly in recent years.
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Research (4 marks)


The research section requires you to justify the methods of research you have chosen.





1  You must choose at least two sources of information. These can be gathered via field or desk research. For example:







    •  websites – your chosen business and/or the competition’s


    •  review sites – a quick way to access customer opinions


    •  social media – you may have to gather this evidence at home


    •  surveys – you could set up an online survey to ask your classmates questions


    •  personal interviews – perhaps with a customer or an employee if you can


    •  notes from field trips or guest speakers


    •  newspapers/magazines/catalogues – can provide valuable visual evidence.








2  You have to explain why you have chosen these sources – what was the purpose of each source, what do you hope to find out?



3  You should also explain the value of each source, for example, the advantages of using the source.



4  Do not list everything you found out from your research in this section; this is done later.





Analysis and interpretation (13 marks)


The analysis and interpretation section is the main body of your report where you present your findings from your research.
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Remember


This is the analysis section – don’t offer any recommendations yet as you will receive no marks!
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Each analysis and interpretation point you make should relate to evidence from your research. This evidence could be presented as a graph, image or table and can be included as an appendix at the end of your report, signposted in this section. For example, Source 1, Source 2, and so on.





1  Your research evidence could also be analysed using an analytical technique. Examples of analytical techniques you could use are:







    •  Marketing mix analysis


    •  SWOT analysis


    •  PESTEC analysis


    •  product portfolio (Boston matrix)


    •  ratio analysis








2  Each point you make should be analysed. You can either suggest reasons for the finding or explain impacts of the finding on the business.


In other words don’t just list your research evidence; you must add to each piece of evidence and show the marker you have analysed EACH finding.
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Hints & tips


A good way to ensure you analyse your research evidence is to reference or write out a piece of evidence and then write ‘this shows …’ or ‘it is clear that …’ before analysing what it shows or tells you in relation to your topic!
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Conclusions and recommendations (10 marks)


This is the final section of your report, woo hoo!





1  You should make conclusions based on positives that you have found, so explain the likely benefits of something the organisation does well, based on your evidence.



2  You should also make recommendations based on negatives that you have found, so explain what the organisation should change, introduce or do better and the benefits and costs of doing so.





Collating and reporting (1 mark)


You don’t have to do anything specific in this section, just ensure that:





•  you have used appropriate headings throughout the report



•  your report isn’t too long: 2,000 words (+/− 10%)



•  you have used appropriate display materials, for example, charts, graphs, images



•  you have used business terminology throughout the report.





Revision tips


There are three things you must do to prepare for the Higher Business Management exam. They are: revise, revise and revise! Sure, a lot of Business Management is common sense and you can write about experiences you have of business. However, the course has its fair share of topics that you won’t know before you study the course and won’t remember your teacher teaching you either. So, you have to revise.


Here are a few things you can do to make your revision effective.


Key terms spreadsheet


Creating and updating a key terms spreadsheet should be an ongoing revision activity that you do throughout your studies. If it is already too late, try creating one during your study leave as you revise each topic.
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Hints & tips


Many candidates struggle with this section:





✓  When concluding, don’t re-word your findings (no marks); try to ‘sum up’ the analysis.



✓  Justify your recommendations, i.e. refer back to findings and say WHY the business should follow your advice.



✓  Develop your recommendations by explaining possible impacts on the business.
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Hints & tips


Make sure you are awarded the mark for ‘collating and reporting’, e.g. it is recommended that you use 11pt font size with 1.5 line spacing and include page numbers. You should view this as a free mark that will only be lost through lack of care and attention on your part!
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Activity 0.2





1  Create a table using spreadsheet software, add four columns: Term, Definition, Advantage and Disadvantage.



2  Use the Glossary at the back of this book to find out what key terms are used in the course and so should be on your list. Try and pick out the ones you know first and define them yourself. Then look up the terms you don’t know or can’t remember.



3  Revise these terms. Copy down some notes, use the internet to find out some more and then update your spreadsheet. You can sort your spreadsheet alphabetically or you could have a different sheet for each topic. It’s up to you.
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Questions that give you the fear!


As you revise by tackling exam-style questions – either from this book, the SQA website or from your teacher – there will be questions that you really don’t like the look of. In other words, they give you ‘the fear’! A revision technique I use with my own students at school is to stop avoiding these questions and actually embrace them. You should do this too! The more you practise answering them, the more straightforward and less daunting they will become.


So, flick through the exam-style questions in this book, specimen papers, old past papers, and so on and make a list of the questions for which, off the top of your head, you can’t think of an answer that would score you at least half of the available marks. These are your ‘fear’ questions. Don’t avoid them; revise them. (Chances are the extra time you spend looking at these areas will be all it takes to give you some confidence.) Attempt the question. Don’t worry if you can’t get full marks; remember, you were struggling to get even some or any marks before! Take your answer to your teacher or check it yourself.


It is also especially important to do this, as all questions in the final exam are mandatory so, you never know – the type of questions that give you the fear might just come up!
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Hints & tips


There are a number of diagrams/charts in this course. Revise these and add to your revision notes/mind maps. They are often easier to remember than large areas of text and can be worth marks in the exam.
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Mind maps


Mind maps are useful in Higher Business Management as there is so much jargon, theory and terms.





•  Ever heard the phrase ‘a picture is worth a thousand words’? Including visual representations of the information, as drawings and images, in your revision notes will really help it stick in your mind.



•  What is more, by the time you finish the course, you should start to see patterns emerging and the same theory being repeated in different topics – and this will be easy to see when you compare your mind maps.



•  You can make a mind map on paper or on a computer – a number of kinds of free mind mapping software are available.



•  Try making a mind map with a friend. One of you can even record the other drawing your mind map (perhaps after a few practice shots!) and, when you speed it up, it will make a neat revision video. You could even dub commentary over the top.





Make sure you go into that exam ready for it. As an examiner myself, I know when a candidate is prepared – it leaps right off the page when I mark their question paper. Make sure that’s how your question paper looks!


Enjoy the course, enjoy your studies and all the very best.


Now, on with the book!
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Remember


… passing Higher Business Management is down to you – your hard work, your revision, you paying attention in class. You have to submit the best assignment you possibly can and make sure you answer every question in the exam to the best of your ability – never leave a question blank! But you can do it – there is nothing stopping you!
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Chapter 1 Understanding business



Topic 1


Role of business in society
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What you should know





•  How business activity adds value



•  How business activity satisfies needs and wants



•  Sectors of industry



•  Sectors of the economy
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Why do businesses exist?


Businesses exist primarily to satisfy the needs and wants of customers.





•  Needs are essential to survive, e.g. food, water, shelter and toilets.



•  Wants are everything else, e.g. designer clothing, transport, holidays and even Wi-Fi and smartphones!





Often people will say, ‘I need my phone’ or ‘Phew, I need a holiday’, but these items aren’t essential for humans to live so they are not needs.
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Remember


… the difference between goods and services! Goods are things that you buy that are tangible (you can physically touch them). A service is something you use. They are intangible (you can’t physically see or touch them). Both goods and services are known as products.
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Sectors of industry


At Higher level Business Management, you need to be aware of four sectors of industry:





1  Primary sector. This consists of businesses that are involved in exploiting natural resources. Examples include farming, mining and oil drilling.



2  Secondary sector. This consists of businesses that are involved in manufacturing and construction, by taking natural resources and turning them into goods that can be sold later. Examples include electronics manufacture, car production and house building.



3  Tertiary sector. This consists of businesses and organisations that are involved in providing services rather than goods. Examples include retail outlets, banks, hotels and hospitals.



4  Quaternary sector. This consists of businesses providing information and knowledge-based services, such as:







    •  ICT (information and communication technology)


    •  consultancy (offering advice to businesses)


    •  R&D (research and development).
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Adding value


Businesses will add value to products as they move through the different sectors of industry. For example, a denim jeans manufacturer (secondary sector) will take raw materials such as cotton that they paid £1 for and turn them into a pair of jeans that they sell on for £20. This would represent £19 in added value.


If you think of any product, throughout the stages in bringing that product to market the business at each sector has added value and taken their ‘cut’ of the profits. This is because they have done something to the product that has made it worth more than when they got it. Another good example is coffee. See Figure 1.2.
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Remember


Don’t get confused between the different sectors. Learn the difference between ‘sectors of industry’ and ‘sectors of the economy’. A trick to use is to remember that all sectors of industry end in ‘ry’!
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Sectors of the economy


There are three sectors of the economy:





1  Private sector. This consists of businesses that aim primarily to maximise profits and includes all profit-making businesses ranging from your local high-street bakery to huge multinational companies such as Ford and Samsung.



2  Public sector. This consists of government-owned organisations and agencies which aim to provide a service to society. This sector of the economy includes the NHS, police and state education.



3  Third sector. This consists of organisations that have been set up to provide goods or services to benefit others. This sector of the economy includes:







    •  charities such as Cancer Research and the SSPCA


    •  voluntary organisations such as golf clubs and Scouts groups


    •  social enterprises



    •  democratic enterprises such as co-operatives.
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Remember


… you need to know the main features of all business organisations. This includes ownership, control (who makes decisions), sources of finance, as well as advantages and disadvantages.
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Quick questions 1.1





1  Describe the three sectors of the economy.



2  Describe the four sectors of industry.



3  Describe what is meant by adding value and give an example.
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Topic 2


Types of organisations
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What you should know


Features of:





•  Public sector organisations



•  Private limited companies



•  Public limited companies



•  Franchises



•  Multinationals



•  Third sector organisations
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The private sector


Private limited companies


Limited companies get their name because they have limited liability. This means that owners’ personal possessions are not at risk. If the business gets into debt with creditors, the owners only lose their investment in the company. The owners of a limited company are called shareholders as they have one or more share in the business. In other words, they share ownership of the business with others. In a private limited company (Ltd) shares are not available to the general public and are sold privately to investors whom the business knows, such as employees.


Private limited companies aim to maximise profits, to grow and perhaps increase market share. They are controlled by a board of directors who are managed by a managing director. All limited companies have to produce complex documents called the Memorandum of Association and Articles of Association that outline the rules of the company, such as shareholders’ rights and the responsibilities of the directors.
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Hints & tips


Never use complex business jargon like ‘limited liability’ without describing it. Always define tricky terms like this in full to show the examiner you know what you are talking about.
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Table 1.1 Advantages and disadvantages of private limited companies






	Advantages

	Disadvantages






	Owners (shareholders) have limited liability.

	Profits have to be split with many shareholders by issuing dividends.






	Ownership is not lost to outsiders.

	A complicated legal process is required to set up the company.






	The business usually retains a close and tight-knit, friendly feel with a high level of customer service.

	A limited source of capital is available as shares are not sold publicly.






	Expertise and business acumen are gained from an experienced board of directors.

	Financial statements have to be shared with Companies House (and are therefore made publicly available), meaning profits are not kept private.








Public limited companies


Public limited companies (PLC), like private limited companies, are owned by shareholders who have limited liability. They are also controlled by a board of directors. However, unlike private limited companies, public limited companies can sell their shares publicly, through the stock market.


You may have heard of the FTSE 100 (Financial Times Stock Exchange). This is a list of the 100 highest valued PLCs in the UK. Their shares are traded (bought and sold) on the London stock exchange. The FTSE 100 contains companies such as Vodafone, Tesco and Sky.


PLCs aim to dominate the market, increase market share and increase market value (the total value of all their shares).
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Remember


Remember what the word ‘limited’ means in limited companies – limited liability!
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WWW


Take a look at Yahoo’s finance pages and find out for yourself about the public limited companies on the London Stock Exchange. You will be amazed at the brands you will recognise:


https://uk.finance.yahoo.com
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Table 1.2 Advantages and disadvantages of public limited companies






	Advantages

	Disadvantages






	Shareholders have limited liability.

	Dividends are shared with many shareholders.






	Large amounts of finance can be raised through the public sale of shares.

	Control of the business can be lost as anyone can buy shares on the stock market.






	It is easy to borrow finance due to a PLC’s size and reputation, so less risk for banks.

	Annual accounts have to be published.






	PLCs can easily dominate the market.

	Setting up a PLC is costly and complicated.







Franchise


A franchise is a business model that allows businesses to pay a sum of money to own a branch of a well-known, existing business. The main, original business is known as the franchiser and the owner of each individual branch is known as a franchisee. Some of the best known franchises are McDonald’s, Subway, Papa John’s and Red Driving School.


The franchiser’s main aim is to grow and increase market share and the franchise model allows this. They also aim to maximise profits and, if they are a PLC, increase their market value too. Each franchisee has very little decision-making power over important strategic and tactical decisions (see Topic 9) as these are made by the main franchiser.
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WWW


Find out for yourself about the franchise opportunities available in the UK. You can read about the financial costs of becoming a franchisee as well as the franchise package and benefits a franchisee would receive at www.franchisedirect.co.uk
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Hints & tips


Many students get franchiser and franchisee mixed up - make sure you are answering about the correct one!
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Table 1.3 Advantages and disadvantages of a franchise for the franchiser






	Advantages for the franchiser

	Disadvantages for the franchiser






	A low-risk form of growth as the franchisee invests the majority of the capital.

	The reputation of the whole franchise can be tarnished by one poor franchisee.






	Receives a percentage of all franchisee’s profits each year (known as royalties).

	Only a share of profits is received rather than all profits as it would be if they owned each branch.







Table 1.4 Advantages and disadvantages of a franchise for the franchisee






	Advantages for the franchisee

	Disadvantages for the franchisee






	The franchise is a well-known business with an existing customer base.

	There is very little autonomy over decisions as the franchiser decides on products, store layout, uniforms, etc.






	Industry knowledge and training is provided by the franchiser.

	Royalties have to be paid each year.






	The franchisee benefits from national advertisements carried out by the franchiser.

	There are high initial start-up fees.







Multinationals


A multinational is a business that has operations in more than one country. This could be worldwide retail outlets such as IKEA or just retail outlets in one country and a production facility in another. Most multinationals are limited companies. Their head office is usually based in the home country.


In recent years it has become easier to operate as a multinational due to the improvement in infrastructure, for example, inexpensive air travel, single currencies such as the euro, and the growth of e-commerce. All of these have helped the world become one big market place; this is known as globalisation and it has helped some multinationals become massively successful.


The effects of multinationals on host countries are debatable. On one hand, multinationals provide jobs and training and can have a positive effect on local economies. On the other hand, they can exploit low-paid labour, use up natural resources, put local firms out of business and take their profits back to their home country.


Table 1.5 Advantages and disadvantages of multinationals






	Advantages

	Disadvantages






	Wages and raw material costs are lower in host countries.

	Language barriers can slow down communication.






	Business can avoid legislation in the home country.

	Cultural differences can affect production, e.g. ‘siestas’ in Spain.






	Grants can be issued by governments to locate in their country.

	Exchange rates can affect purchasing and paying expenses in different countries.






	Business can avoid quotas (retraction on amount of imports/exports) and tariffs (taxes on imports/exports) issued by their own governments.

	Time differences can hinder communication between head office and branches around the world.








The public sector


Central government


The UK Government provides national services to the citizens of the UK that it would be very difficult to rely on the private sector to provide. For example, defence by the armed forces, healthcare through the NHS and a transport infrastructure through the road network. These are critical services paid for through taxation.


The overall control of policy surrounding these organisations is held by elected politicians. Individual departments are controlled by employed citizens, called civil servants. In Scotland, the Scottish Parliament oversees devolved services, such as Education and the Police.


All central government organisations aim to provide a quality service.


The public sector also includes any nationalised companies. This means private sector businesses that have been bought in part or in full by the government, to stop them from going bust. An example of this was when the UK Government bought shares in Royal Bank of Scotland (RBS) after the 2008 recession.


The opposite of nationalising is privatising, which is selling a public sector organisation to the private sector, for example, when the Royal Mail was floated on the stock market in 2013.
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Remember


Many students get confused between the public sector and public limited companies. They are not the same, in fact, quite the opposite! So why do they both have public in their title? Well, the public sector serves the general public for free and public limited companies can sell shares to the general public.
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Local government


Local government in Scotland is split up into local authorities, such as Fife Council, South Lanarkshire Council, Stirling Council and so on. They provide essential services to the public such as schools, refuse collection and street lighting, free of charge.


Top-level, strategic decision-making is carried out by elected councillors, while the tactical decisions and operational day-to-day running of individual organisations are in the hands of managers and employees of the council, such as the head teacher of your local state secondary school.


Finance comes from taxation collected by central government, local council tax and local business rates. Some organisations, such as council-owned leisure centres, also charge for services to fund running costs.


All local government organisations aim to provide a quality service. They don’t aim to make profits; however, some public sector organisations, such as schools, do aim to stick to their given budget and not overspend.


The third sector


Charities


Charities are set up with the sole purpose of raising money to benefit others. They raise finance through donations, sponsorship and fundraising events. They may also have a trading arm. This could be through a retail outlet that trades to raise money, such as a high-street Oxfam shop; however, any profits they make are given to their cause rather than kept by the owners. There is no individual owner of a charity; instead it is set up as a trust. The overall control of the trust is carried out by a board of trustees, while some individual outlets or departments can be managed by paid managers who are assisted by volunteers.


The main aims and objectives of charities depend on the individual cause at the heart of the organisation. For instance, the SSPCA (Scottish Society for the Prevention of Cruelty to Animals) aims to improve the welfare of animals in Scotland, while UNICEF aims to protect children’s rights worldwide.


Table 1.6 Advantages and disadvantages of charities






	Advantages

	Disadvantages






	Charities are exempt from paying some taxes, such as VAT and Corporation Tax.

	It can be difficult to compete with the large marketing budgets of organisations within the private sector.






	There are low wage costs due to volunteers working for free.

	Charities rely heavily on volunteers who may leave for paid work.






	Private companies are more willing to donate to and sponsor charities than ever before as it is good ‘PR’.

	 







Voluntary organisations


Voluntary organisations aim to provide a service for their members and the local community, for example, a local sports club such as a golf club or youth football team. They raise finance mostly through membership subscriptions (sometimes known as ‘subs’). They are controlled and run by an elected committee and helped by volunteers.


Social enterprises


Social enterprises are organisations that aim to make a profit to benefit a specific group or cause; for example, The Big Issue is a magazine that aims to help the homeless in the UK.


Unlike non-profit organisations they operate as private sector businesses do, in that they can be owned by one person (sole trader), two to twenty people (partnership) or shareholders in a limited company. Also, as in the private sector, control can be in the hands of a board of directors or paid managers and finance can come from capital investment or bank loans. However, the main difference between social enterprises and organisations within the private sector is that their profits benefit a social, environmental or cultural cause and not solely the owners of the business.


Table 1.7 Advantages of a social enterprise






	Advantages






	Social aims can endear a social enterprise to customers.






	Good-quality employees who believe in the social ‘mission’ are attracted to the organisation.






	They are likely to receive government grants due to their positive impact on society.






	‘Asset lock’ means that, should the enterprise be closed down, the sale of any assets and any profits will be used to benefit their cause.
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Case study 1.1


Jamie Oliver’s Fifteen


Chef, entrepreneur and TV personality, Jamie Oliver has established a reputable London-based restaurant called Fifteen. The business offers young, unemployed people the experience of learning to work in the restaurant industry. In 2002, Jamie opened the first Fifteen restaurant in London, and recruited 15 young apprentices to train alongside a team of 25 professional chefs. He also set up a charity that would receive all the profits from the restaurant, in order to fund the programme.


Jamie said on the business’s website that he was ‘particularly excited by the social enterprise model whereby a business is driven primarily by social ambition rather than financial gain’. His vision, which took almost ten years to bring to fruition, was to use the magic of food to give unemployed young people a chance to have a better future.
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Discussion points


In pairs, groups or on your own, consider:





1  How might society benefit from Jamie Oliver’s social enterprise?



2  How can Fifteen and Jamie Oliver’s other brands benefit from this social enterprise?
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WWW


Take a look at the social enterprise movement in the UK for yourself at www.socialenterprise.org.uk
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Democratic enterprises


Increasingly in the EU and USA, democratic enterprises are being developed. All of these businesses share the same objective of generating profit. They differ from private sector businesses in that they aim to make but not necessarily maximise profit. Decision-making and profits are shared among members democratically. Democratic enterprises are becoming ever more popular with governments which are keen to encourage enterprise and increase wealth in their economy, but which also want their citizens to share in this prosperity.


Co-operatives


A good example of a democratic enterprise is a co-operative, whose main aim is to provide a quality service for the benefit of its members and customers. Co-operatives invite their customers and employees to become members, who then share ownership, decision-making and profits (known as ‘dividends’).


Co-operatives also subscribe to an internationally agreed set of values and principles, which define their ethical approach to business. These values and principles and their democratic structure are what distinguish co-ops from organisations following the social enterprise model.
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WWW


Read more about what a co-operative is at www.uk.coop/what-co-operative
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Case study 1.2


The Co-operative Group


The best known co-operative in the UK is The Co-operative Group (often called the ‘Co-op’) who have a range of services including food stores, funeral, insurance and legal services. Customers can become members for just £1 and can have a say in decisions, such as how best to help the local community, as well as sharing in any profits.
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