Business Organisations






Please Note It’s the Business Textbook pg’s 372 and 373 will be very important with this chapter.
In this chapter, we will examine more closely the different types of businesses that operate in Ireland. We will have covered some of these briefly in Unit 5 Chapters ‘Business Start Ups’.
These main businesses are:
· Sole Trader
· Partnership
· Private Limited Company
· Public Limited Company
· Co-Operatives
· State-Owned Businesses
· Franchise
· Strategic Alliances
· Transnational/Multinational Corporations
· Indigenous Firms









Sole Traders
The Sole Trader owns and runs their own business. The Sole Trader is the one who makes all decisions and provides the money in their business
This type of ownership model is typical in small retail and service sectors. The owner has UNLIMITED LIABILITY!!
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Partnerships
A partnership is a business where between 2 and 20 people come together to set it up and share control of the business. The owners have UNLIMITED LIABILITY!!
A set of rules and responsibilities for the company are agreed and written down in a partnership deed
The Deed of Partnership will include:
· How profits are to be shared
· How capital will be provided
· Duties and tasks of each person within the partnership
· Rules for new partners
· What happens if the business closes down/someone leaves
Partnerships are common in types of businesses such as private medical practices and solicitors
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Private Limited Companies
In Private Limited Companies, you must be invited to purchase shares in this type of business. 
The people who put money in are called shareholders. If the company makes a profit, shareholders receive a dividend. 
The dividend received depends on the amount of shares you invest. 1 share = 1 vote, the more shares, the more votes.
Shareholders have LIMITED LIABILITY! 
In Ireland, Private Limited Companies must be registered with the Companies Registration Office, and when satisfied are issued with a Certificate of Incorporation.
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The rules and regulations of Private Limited Companies are set out in the Companies Act 2014. Under this act, there are different types of limited companies:
This table below outlines this:

[image: ]
In 2022, a specific question on the different types of Private Limited Companies came up, lets complete the following question together on the board:
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Exam Style Question- Changing Ownership Structure using Sole Traders and Private Limited Companies (Mock 2022)
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Public Limited Companies
A public limited company has 7+ shareholders and has directors who are voted by shareholders. These shareholders have LIMITED LIABILITY!!
They must follow many laws, rules, regulations- a lot more than Private Limited Companies. Shares can be bought and sold on the Stock Exchange and you do not have to be invited to purchase these shares. The name of the company will end with PLC.
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Co-Operatives
Co-operatives pool resources to achieve common goals, which as individuals they may not achieve alone. The people who set it up are called members and all profits go to the members. There must be at least 7 members and they apply to the Registrar of Friendly Societies to set up.
Co-operatives have LIMITED LIABILITY!!, and each member has one vote regardless of the amount of shares they own. They cannot sell shares or raise investment on the stock exchange.
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There are many different types of Co-Operatives that exist:
1-	Producer co-ops
Here a group of people (i.e. farmers) contribute money, set up a factory, employ workers and managers, sell their products and share profits.
2-	Worker co-ops
This is a co-op that is owned and controlled by the people who work in the business. The members pool their finance together and a start a business. Many of these type of co-ops suffer from lack of finance/lack of management skill. (e.g) furniture manufacture/house building
3-	Credit Unions
This is a financial co-op owned and run by its members. Its principal activity is to encourage savings and provide loans at reasonable interest rates.
A board of directors elected by the members manages credit unions
State Owned Businesses
Formed by the Dáil and owned by the state with a board of directors appointed to run them. 
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When a government sells a State- Owned Company it is called. Privatisation. Telecom Eireann was a semi- state business but shares were sold to the public and it became Eircom, and later Eir. 
If the government takes over a company it is called Nationalisation.

Privatisation
Benefits:
Government Revenue: Selling of a state enterprise provides the government with a large sum of money e.g. Aer Lingus, AIB. The revenue can be used to build infrastructure/repay the national debt. 
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 companies are able to take out loans and shares and generally have greater access to sources of fi nance than state enterprise. This makes it easier to fund expansion, creating wealth and employment in the economy.
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/Aer Lingus moving to private sector as option for consumers.
Opportunity to sell off loss making enterprises: Government financial commitments are reduced when an unprofitable state enterprise is privatised. E.g. They could sell Dublin Bus if it regularly recorded losses, removing the pressure on their budget to cover the losses. 


Challenges
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. 
Increased Unemployment: There may be a loss of jobs through rationalisation of services, leading to higher social welfare spending. Lack of social commitments. Non-profits 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. 
Loss of Control /Costs to state: The shares of privatised companies 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.
Franchises
Franchising is a business arrangement whereby one person (franchiser) sells the right to use their name, idea or business to others (franchisees) and allows them to set up an exact replica of that business.  
A franchise is effectively a licence to produce and/or sell another well- known company’s products and use the company’s name in return for a fee
   [image: Description: http://gourmet-coffee-zone.com/images/starbucks-logo-current.jpg][image: ][image: ]
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Alliances
This involves two or more firms combining their skills & resources in a particular line of activity. Alliances are popular because the companies co-operate with each other in relation to market information, new technology, human resources
SMART and Mercedes for SMART CAR
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Transnational Companies
These businesses have their head office in one country and factories in other countries, i.e. IBM, Volkswagen, Siemens, Nestle, Intel, and Guinness. The head office controls the entire business, while these branches around the world carry out jobs.
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Indigenous Firms
These are firms founded in Ireland and owned by Irish people. Such businesses are being promoted by the Government so as to compete with foreign owned firms in this country.
Enterprise Ireland was set up by govt. in 1998 as the organisation responsible for setting to expand sales, exports and employment of Irish companies.
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Recent Trends in Ownership Structures
· Privatisation of State-Owned businesses has been quite common over the years where businesses are selling state businesses to private owners to raise capital
· The increased popularity of franchises- e.g. Starbucks
· Co-operatives becoming Public Limited Companies- Kerry Co-Op is now Kerry PLC
· High Tech Transnational Companies setting up in Ireland, Irelands low corporation tax is very attractive
Why Change Ownership Structure
Less Risk: Changing from unlimited to limited liability reduces the level of risk for owners and investors which will be important for trying to attract investment
Raise Finance: The ability to raise more capital to expand may lead a sole trader to change their type of business, a private limited company, co-operative, or state-owned business may become a Public Limited Company to raise capital on the stock exchange
Additional Expertise: New experts can help move a business along or fill a gap needed to provide expertise in a certain area for business growth and development
Increase sales and profits: As a business gets bigger, it is natural to want to increase sales and profits and so changing the business structure may be the best chance of doing so 
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Partnerships l@

Advantages

Easy set up- similar to Sole Trader
Extramoney access in comparison
to sole trader

More expertise to make decisions
Financial informationis
confidential

A confidential type of business-
Final Accounts and Balance Sheets
don’t have to be published
meaning business model not easily
copied

Disadvantages

UNLIMITED LIABILITY

Profits are shared rather than kept to
one individual like Sole Traders
Decision making can be slow- all
partners have to be consulted

When a partner leaves, a new deed
has to be drawn up- no continuity of
existence
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'ﬁ Private Limited Companies l@

Advantages Disadvantages

* LIMITED LIABILITY- ONLY LOSE * Profits are shared
WHAT YOU PUT INTO THE

BUSINES * More expensive to set up

* Can raise money by selling * Many Legal Requirements-
shares Documents to fill in etc..

* When a shareholder dies the * The original founders can lose
business keeps going control if bought out

* As the company expands it can
employ more experts
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(A) Evaluate one of the following types of limited companies as a business ownership option.

(i) A Private Company Limited by shares (LTD company).
or
(i) A Designated Activity Company (DAC). (20)
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Outline the reasons why a business may change its organisational
structure from a Sole Trader to a Private Limited Company.

Access to more capital

A'sole trader has to rely on their savings or ability to borrow.

If they become a private limited company they would have the ability to
raise capital by issuing/selling more shares to up to a maximum of 149
shareholders.

Limited liability

A'sole trader has unlimited liability.

If they change to a private limited company, they would now have limited
iability. This means that the shareholders are not personally liable and car
only lose the amount of their original investment, not personal assets, if
the business fails.

Continuity of existence

A'sole trader would cease to trade upon the death of its owner.

A private limited company is legally independent of its owners and
therefore it can stay in existence even after the death of a shareholder.
(Would be helpful for passing on to future generations of family etc.)

Credit Rating

Limited companies would find accessing capital easier than a sole trader.
Banks would be more willing to lend to them and they would be seen as
more professional and established.

Other:
- Facilitates growth/finance to expand/economies of scale.
- Taxation - some Ltds may pay corporation tax (lower than Self-
Assessment Tax)
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Public Limited Companies l@

Advantages

LIMITED LIABILITY- ONLY LOSE WHAT YOU PUT
INTO THE BUSINES

Can raise money by selling shares- easy to sell
shares to public to raise more money

Generally have a good credit rating

When a shareholder dies the business keeps
going

As the company expandsit can employ more
experts

Corporation tax 12.5%

Disadvantages

Profits are shared
Suhject to takeovers- rival companies can buy
PLC’s

More expensive selling shares to the public-a
prospectusdetailing history have to be
distributed, adve ments made, and lawyers
and stockbrokers hired for sales

Many Legal Requirements- Documents to fill in
etc..

The original founders can lose control if bought
out

Must publish accounts in great detail
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lﬁ Co-Operatives l@

Advantages Disadvantages

* LIMITED LIABILITY * Usually too small to compete

« All members have an equal say with large companies

* Less of an incentive to invest

* Create Employment A
because one vote is one share

* Achieve more collectively than

individually * Managerial appointments

sometimes based on popularity
rather than ability
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ﬂ State Owned Companies

Advantages
Employment- lots of jobs created

Disadvantages

Provide Essential Services- e.g. An Post

Profit-Income for State
Keep control over natural
resourcqu.—Oil/Gas‘

i)

Lack of funding which in turn leads to borrowing more from
government especially if business is not making a profit

The directors of some forms lack appropriate knowledge in the
firms particular area, thisis because they are appointed
through political contacts

the lack of profit making, (ie. larnrod Eireann) sometimes leads
to lack of motivation in workplace.

many of these firms that suffer losses and this results in the
taxpayers having to help keep state body going even though
they might have no contact with firm, CIE.




image23.jpeg




image24.png




image25.png




image26.png
5 Franchises l@

« Disadvantages

. Little Control- licence
Proven business model agreement they must follow

Does not encourage
intrapreneurship

Cost saving- e.g. Marketing, Royalties and fees go back to
main franchise

* Advantages Vs

On-going support

Bulk buying
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Strategic Alliance l@

Advantages

Cost effective- Costs split between
businesses

Access to new markets that can
increase both businesses sales and
profits

Disadvantages

Disagreements can occur easily, this
may lead toalliance being over

The overall controlis in two
companies and notin one, which can
lead to problems
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lﬁ Transnational Companies l@

Advantages

Competition amongrish firms is
stimulated which is good for
customer

Government gain through
PAYE/PRSI/VAT etc
Employmentlevels increase

New technologies, products,
services etc.. brought to economy
Exports of host countryincrease
sales effort of TNC. This has a
positive effect on BOP & BOT.
Imports of certain goods will not be
as great also.

Disadvantages

All profitsmade mayreturnto
host country ad not reinvested
into hosteconomy

Political pressureas TNCare in
powerful position as this is a small
nation

TNConly interested in profit
making

They require large grants before
theysetupinIreland-theymay
leave then to go to lower wage
economies
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Indigenous Firms

Advantages Disadvantages
Loyal toIreland- set up by Irish * Difficult to compete with larger
people so tend to stay here, even Transnational Companies
through bad times * Alotof costs that franchises
Foster enterprise culturein an would nothave toincursuchas
economy advertising etc.

Keep profitsin Ireland
Create employment
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The following are the steps involved in
setting up a Sole Trader Business

. Decide what type of business you want to go into- e.g.
barbers/ pub

2. Find a suitable premises

. Register your business with the Register of Businesses-
however if you want to use your own name you do not
have to register and can begin trading immediately

. Apply for a licence if you need one- e.g. for
pubs/bookmakers/taxidriver
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Sole Trader

Advantages

Full Control- Can make all decisions quickly

Keeps all the profit- Don’t have to share with
anyone

Can open and close when you like

Easyand cheap to set up- a licence may/may
not be needed

N

Disadvantages

UNLIMITED LIABILITY-CAN LOSE YOUR OWN
PROPERTY TO PAY DEBTS

The sole trader provides all finance to start
the business

The owner makes all big decisions alone-
can’tbe an expertin everything

Hard to compete with larger businesses

Long working hours
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