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Chapter One - People In Business
A Business

Business is about buying and selling.
People buy needs and wants – Businesses sell for profit
A Market

The place where consumers and producers meet and agree to buy and sell.

Stakeholders 
These are the different groups of people who affect or are affected by how a business is run.

1. The Entrpreneur

2. The Investor

3. The Employer

4. The Employees

5. The Producer/Supplier

6. The Consumers

7. The Service Providers

8. The Interest Groups

9. The Community

10. The Government

1. Entrepreneurs
· The person/people who spots an opportunity in the Market, sets up a business with the aim of making a profit from this idea

· They take the initiative and take financial and personal risks in setting up and running the business
· They make all key business decisions such as; Defining business mission statement,recruiting investors, Selecting a suitable location, Deciding on the business structure, Undertake market research and Hire/Buy in the skills he/she lacks to run a business. 
Examples of entrepreneurs include

Virgin and Richard Branson, Ryanair and Michael O’Leary, Billy Myers Buses
2.  Investors

· People or organisations who invest money (capital) into a business to earn a return (R.O.I.)
· eg.: banks, other financial institutions, friends, private individuals, 

· Entrepreneurs need finance to set up and run businesses. The money invested can be used to purchase assets such as premises and vehicles and to finance the day to day running of the business.
· A loan is given in return for repayment with interest

· Equity finance is given in return for part ownership of the business and share of profits called dividends

· Eg: Bank of Ireland give short, medium and long term business loans while investors on Dragons Den take a % of the business in return for their investment

3. Employers

· People who hire other people (employees) to work for them in return for pay
· Employer can also be the entrepreneur

· The employer will identify how many and what type of employees are needed in the business.
· Good employer/employee relations are essential for success in Business. 
· Eg. Aer Lingus hires pilots/air stewards/security personnel, check in staff etc
4. Employee
· The people employed in return for wages or a salary

· Carry out essential tasks to ensure the business is successful

· Teamwork is crucial among employees in a large organisation/business

· Eg. A hotel will need to employ managers, cleaners, receptionists, waiters who work together to make the business successful
5. The Producer/supplier
· A producer makes finished products and sells them to wholesalers, retailers or consumers. For example Coca Cola

· A supplier provides raw materials or other products to producers or retailers who sell on to consumers. They are also businesses who use the 4 factors of production (land, labour, capital and enterprise)

· Businesses depend on suppliers for essential supplies to sell to their customers

· Eg: SuperValu rely on Brennan’s Bread and 100’s of other suppliers to operate successfully

6. The Consumers

· The people who buy goods and services from entrepreneurs – Consumer demand is vital for success
· Consumers provide entrepreneurs with turnover and thus profit

· Consumers provide entrepreneurs with essential market research before and during the business in action

· Eg: without demand for flights out of Dublin airport Aer lingus would not exist

7. The Service Providers

· Other businesses that offer a wide variety of essential services to the entrepreneur

· These include ESB for electricity, Vodafone for phones and internet etc

· Service providers such as accountants, solicitors and energy providers operate in the Tertiary sector and sell services both to businesses and consumers

8. The Interest Groups
· A group of people/businesses who come together to seek a common goal. 

· They have more power combined than acting as individuals

· Interest groups in Business include:

· IBEC – Irish Business and Employers Confederation

· ICTU – Irish Congress of Trade Unions

· Greenpeace

· IFA – Irish Farmers Association

9. The Community

· Made up of residents and groups/clubs where the business operates

· The community provides employees, consumers etc for the business as well as an attractive location to do business. In return the business protects the environment and provides sponsorship for local events and teams

· Eg – Sports Savers a Wexford based sports chain sponsors the Wexford GAA teams

10. The Government

· The Government is responsible for providing ideal business conditions. This includes making it possible to set up businesses (IDA and Enterprise Ireland) proving locations, educated and skilled employees. 

· The Government also regulates business activity to protect businesses, entrepreneurs, employees and the community. 

· Eg – Employment laws prevent businesses from exploiting young workers
Relationships among Stakeholders
The relationships between these stakeholders hugely impact the outcome of business
Each relationship is unique and ever changing, however we can group them under 4 headings:

1. The Cooperative Relationship
This means that all parties in the relationship share common goals and work together to achieve these goals. Cooperation provides better results for all concerned and minimises any conflict. Most stakeholders strive for cooperative business relationships. Cooperative relationships include

Employer and Employee: employees work hard to make the business succeed as this provides good wages and job security. In times of recession employees may take pay cuts to save the business and their jobs

Entrepreneur and Investor: Both want to make money. The entrepreneur wants to expand the business and the investor cooperates by providing finance. They share the increased profits

Two business competitors may cooperate to organise events or lobby government

Others include Entrepreneur and Service providers/Government/Community

2. The Competitive Relationship
Conflict arises between the two parties as they have different goals. Conflict can have negative effects on business and for those involved. Examples include:

Employer and Employee: The employer wants to keep wage costs low but the employees want increases and better conditions. This can result in strikes and court action.

Entrepreneur and Investor: the entrepreneur may want to use profits to expand the business while the investor may want an increased dividend. This conflict can halt progress in a business. 
Two producers/businesses may compete for market share, they reduce prices and offer incentives for consumers eg 2 supermarket chains.

3. The Dependant Relationship
This means the 2 stakeholders rely on each other for their success. They need eachother to survive. Employers need employees and vice versa

The Entrepreneur needs investors as investors need entrepreneurs

The Government depends on entrepreneurs to provide jobs and reduce social welfare while the entrepreneur needs the government to provide educated employees, transport links and grants

Dependant relationships exist between many stakeholders throughout business. 

4. The Dynamic Relationship
This means the relationship between the stakeholders is ever changing. While they may always depend on each other the relationship can be cooperative or competitive on an ever changing basis. 

Competing pubs and hotels in Tralee cooperate annually to organise the Rose of Tralee festival

Car retailers such as Toyota, BMW, Volkswagen and Renault cooperated to put the government under pressure to introduce the scrappage scheme in order to increase sales. They then competed with each other for customers to buy their cars. 

Employees cooperate with eachother in the workplace but then compete with each other for promotions. 
A Contract

A legally binding agreement between 2 or more parties in Business. Contracts can exist between  employers and employees, entrepreneurs and investors, employers and the Government and many more.

The following are the main elements of a contract:

1. Offer

2. Acceptance 

3. Consideration

4. Intention to contract

5. Legal Purpose
6. Legality of form

7. Consent to contract

8. Capacity to contract

1. Offer

This can be an offer to buy or sell a good or service. It can be made orally, in writing or by action.

The two parties to an offer are

The person making the offer – the offerer

The person receiving the offer – the offeree

The offer must be made in a clear and final manner, and must be communicated by the offerer to the offeree so that the person receiving the offer can either accept or reject it

The Termination of an Offer
This can occur in the following ways;
a) Revocation

If the offer is taken back (revoked) by the offerer prior to acceptance. Revocation cannot occur after acceptance

b) Lapse

The passage of time or the death of one of the parties may cause the offer to lapse and so cannot be accepted

ie. Where acceptance is not made within a given time period

c) Rejection

This may be expressed when notice of the rejection is given to the offer.

d) Counter offer

If the offeree looks for changes in the original offer. This is known as a counter offer and is in effect a new offer.

2  Acceptance

When an offeree accepts an offer, it becomes binding on both parties.

The offer can be accepted in writing, orally, by conduct, by post, etc

Invitation to Treat is just an invitation to someone to talk about making an offer.

It is the first step in the negotiating process.

It may not result in an offer or acceptance being made leading to a contract. Eg a TV ad
3)  Consideration
The acceptance of an offer must be accompanied by payment (cash, cheque, etc) moving in one direction and in goods or services moving in the other direction

4   Intention to Contract

The parties signing or agreeing to a contract must know that they are entering a legal agreement which cannot be broken. There must be an intention by both parties to create a contract or legal agreement. 

5)   Legal Purpose

For a contract to be valid it must be for a legal purpose

e.g.: it must comply to the laws of the land – a bank robber cannot sign a contract with a getaway driver
Illegal contracts such as one to evade tax, holds no ground in a court of law
6)   Legality of Form

This refers to the manner in which the contract is made

1. Contracts can be made orally – simple contracts

2. Contracts may have to be written down due to their complexity

7)   Consent to Contract

Parties to a contract must agree to its terms.

ie. They must agree on what is being sold or bought and its price.

Consent to an agreement must be genuine and voluntary

A person cannot be forced into a contract by threats of violence or bribery
8)   Capacity to Contract.

The parties to a contract must have the capacity to make the contract.

The following do not have the capacity to contract:
1. Those under 18

2. Persons under the influence of alcohol or drug

3. Persons of unsound mind

4. A bankrupt person

5. A Diplomat
The Terms of a Contract

These are what are contained in the contract. They define the agreement and the rights and responsibilities of the parties rising form the agreement.

There are two types of contractual terms:

1. Express Terms

The parties expressly and clearly sate these terms in the written or oral contract and intend to be bound by them in law

eg.: to build a house according to its plans
2. Implied terms

These are not expressly stated in written or oral form but are inferred from the persons behaviour,

eg.: A checkout operator infers agreement to sell by passing the good’s barcode over the laser reader.

Conditions and Warranties

· The terms of contract are important and are described as conditions or warranties depending on the degree of importance attached to each term.

A condition is fundamental and goes to the heart of the contract. If broken the contract may be null and void.
A warranty does not go to the heart of the contract. If broken the contract may not be over however there may be a claim for damages

Termination of Contract

A contract is said to be terminated, when all the responsibilities and obligations that arose under the contract are no longer required.

There are various ways that a contract may be terminated

1)  By Performance

When both parties have performed their duties the contract is terminated
2)   By Agreement

Both parties may agree to end a contract early. Eg a soccer player may want to retire early due to serious injury
3)   Breach

This occurs when one party does not perform their contractual obligations. The second party has the right of action of the courts against the first party causing the breach. Adrain Mutu was fired by Chelsea for taking drugs
4)   Frustration

Sometimes the obligations and duties to be performed by a contract can become impossible to perform due a reason completely out of the control of the parties.

eg.: death of one of the 2 parties
Remedies to a Contract Breach

Damages

A sum of money is agreed as compensation for any breach by either party.
Specific performance

The court can order the party in breach of the contract to honour its contractual obligations
Rescinding the Contract

This means that the innocent party has the right to seek a judge to cancel the contract
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