	Chap 19.
	Choosing between alternatives


A private limited company is formed first

KEY POINTS OF A PLC

	1.
	Shares are sold to the public

	2.
	Shares sold on stock exchange, there is no control over the transfer of these shares

	3.
	Certificate of Incorporation/trading certificate are required before any trading can begin

	4.
	Company name must be followed by letters PLC 


Forming a Public Limited Company (PLC)

1. company must have at least 7 shareholders

2. company needs to have articles of association

3. company needs to have memorandum of association

4. a declaration that they comply to the Register of Companies

5. submit financial statements to the Register of companies

6. submit a list of the directors the company has 

Advantages of a PLC’s

1. Limited Liability for the shareholders

2. access to large amounts of money, i.e. stock market

3.  PLC ‘s have a high credit rating with banks, financial institutions

4. company existence continues if a director dies

5. company has huge means to grow

Disadvantage of PLC’s

1. expenses to form PLC’S are high                 stock exchange 

2. many legal requirements to be followed, rules/procedures red – tape to get through                   companies acts

3. yearly accounts must be published

4. shareholders may have very little say in the running of the business

5. profits must be distributed equally among shareholders

4- PARTNERSHIPS

Is an agreement between 2 or more people to go into business with a view to making a profit. There can be no less than 2 members and no more than 20.

Partnerships are common among doctors, solicitors, architects, accountants and surveyors.

All partnerships should sign up to a written agreement (deed of partnership) which sets out:

· how the business should be financed

· the partners salaries

· how profit/loss will be shared

· what happens if a partners leaves

Advantages of partnerships

1- extra capital available to finance the business

2- decision making is shared

3- responsibility is shared

4- financial details not open to be viewed by public

5- Partners can specialise in one area each such as selling/buying

Disadvantages of partnerships

1- Unlimited liability, each partner is responsible for the debts of the business

2- Disagreements can easily occur between a group of people

3- Profits must be shared between partners

4- There is no continuity of the business if a partner dies

5 – FRANCHISING

This is a company which sells a product under licence, (e.g.)the trade name for example KFC grants a licence in return for a fee allowing a company to trade using the same name as the product.

Franchiser = person who owns business i.e. McDonalds, Supermacs, Buger King.

Franchisee = person who is granted the licence to use trading name.

Advantages of Franchising

1. easy to attract customers as the name of the business is well known

2. franchiser provides valuable assistance at the start up stage – market analysis, site selection, equipment, training of employees etc.

3. Bulk buying will help to reduce long term costs

4. there is reduced risk for the franchisee as the original business already established

5. advertising and sales promotion are done by franchiser

Disadvantage of Franchising  

1. Initial payment of the licence and the setting up costs are costly

2. very little scope for franchisee to use his/her initiative in the business

3. the franchisee is unable to sell the business without agreement with franchiser 

6 - 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 etc.

These types of alliances can take the form

· one firm contributing to new technology, the other providing marketing expertise

examples – car industry, Ford/Mazda

                    computers, IBM/Micrsoft

Advantages of Alliances

1. easy to establish

2. each firm benefits from the expertise of the other firms

3. there is an improved image of the firm if it joins with other well known companies

Disadvantages of Alliances

1. disagreements can occur easily, this may lead to alliance being over

2. the overall control is in two companies and not in one, which can lead to problems

7-   CO-OPERATIVES

A co operative is business owned and run by a group of people,  AND each has a financial interest in its success.

They also have a say on how it is managed

Co-ops mainly exist in the agricultural industry, with a growth

Forming a co-op:

· at least 8 is required to form a co-op

· people buy one each share in the co-operative

· co–ops must SUBMIT company rules to the REGISTRAR OF FRIENDLY SOCIETIES

· they are then issued with a certificate of registration

· members of the co-op have limited liability

Types of CO-OPS

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.

Co-ops becoming public limited companies (PLC’s)

Some co-ops have changed over to be PLC’s, mainly to raise money, increase publicity/increase sales. Examples include Glanbia, Kerry Group.

Advantages of CO-OP converting to PLC

1. Finance more accessible through selling shares to public/selling on stock exchange

2. easier to obtain loans from banks

3. PLC’s attract quality management

4. co-ops generate more publicity and profit when they become PLC’s

Advantages of  CO-OPS

1. Members have limited liability

2. all membees have equal say in the running of business

3. large membership of co-ops make sure that there is high demand for goods

4. there is a huge incentive for members to buy from the co-op because they will gain any dividends that business makes

Disadvantages of CO-OPS
1. They can only ask for limited finance from their shareholders and they often have to resort to borrowing

2. they must provide the Registrar of Friendly Societies with a sum of money annually

3. many co-ops are unable to adapt to changing technology or new processes because of their lack of top quality management/personnel.

8- TRANSNATIONAL COMPANIES

Have their head office in one country and factories in other countries, i.e. IBM, Volkswagen, Siemens, Nestle, Intel, Guinness.

Development of T.N.C

· Easier transfer of money between countries

· Technological improvements regarding travel & communications have helped to reduce any difficulties that subsidiaries (outlet) went through.

· Manufacturing in other countries is a way of avoiding tariffs of import

· Increasing sales/profits helping to WORLDWIDE recognition

Positive Impacts of T.N.C

	1. Employment
	Raw materials & services from local firms are being bought, this creates employment and a better std of living.

	2. BOP
	Exp of host country increase sales effort of TNC. This has a positive effect on BOP & BOT. Imports of certain goods will not be as great also.

	3. Competition
	This is stimulated in the host country with beneficial effects on prices, efficiency and innovation.

	4. Government finances
	TNC are important source of revenue for the govt through corporation tax on profits, VAT on purchases, PRSI, PAYE.


Negative Impacts of TNC

	1. Large grants
	Often required before they set up in a country

	2. Repatriation of profits
	They may transfer all profits to the home country

	3. Political Pressure
	Because of their size they have been known to exerts some pressure on govt./ politicians in relation to taxes/grants etc.

	4. Social Implications
	If they become unprofitable in a certain country they shut down without much notice. Their main focus is profit.


9- STATE OWNED ENTERPRISES

These are enterprises that are set up, financed and controlled by the government. The government provides the share capital and subsidies. These companies usually have a good understanding with financial institutions, (banks/building societies).

Examples = CIE, RTE, ESB, Aer Lingus.

Reasons for State Intervention

1. they promote industrial development, for example IDA Ireland, Enterprise Ireland.

2. they undertake the development of natural resources, (e.g) Bord na Mona/Coillte

3. they try to develop business through training & education course,(e.g) FAS

4. They finance organisations where the capital needed is too great for any private company, (e.g) Aer Lingus

5. to provide employment

Advantages of State Intervention
1. they provide employment 

2. they develop industrial development, IDA, Forbairt, Bord Trachtala, Bord Failte

3. they provide services of necessity including, ESB, VHI, CIE, Bus Eireann, Dublin Bus.

4. they provide for the countries infrastructure, roads, bridges, airports, railways

Disadvantages of State Intervention

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

2. the directors of some forms lack appropriate knowledge in the firms particular area, this is because they are appointed through political contacts

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

4. 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.

10- INDIGENOUS FIRMS

These are firms founde 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.

	Def:

	1. Privatisation – means the transfer of state owned companies into private companies because one of the following reasons:

· this is govt. policy

· the company is losing money and the state is unwilling to give any more funding



	2. debenture – these are long term fixed interest loans given away by financial institutions

	3. indenture – these loans (from above) are controlled by a law called an indenture

	4. forbairt – to help promote a strong indigenous sector i.e. where firms that are founded in Ireland are also owned by irish people

	5. preference shares –



	

	


