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What is a business?

Whether it’s one person running a market stall or a big, well-known
company with thousands of people working for it, all businesses
make and do things people need, in exchange for something -
usually money.

To be successful, a business has to make more money than it
spends. This is known as making a profit.

A business might be...

...a farm.
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What do
businesses do?

Businesses make products and sell
them. A product can be something
you hold, such as a book or a cuddly
toy. This is known as a good.

T

L

A product can also be an action,

such as delivering groceries or
cutting someone’s hair. This is known
as a service.

It's time for
a haireut!

Some businesses offer products that
are a mixture of goods and services.




...grind cocoa beans to
make chocolate.

...find a hen and

collect its eggs.
...plant wheat and

"E@( ey e mill it into flour,




Splitting work is a more effective way of satisfying people’s needs. An individual

person, or group of people, can specialize in the things they are good at, and
turn those into businesses.

I grow wheat
on my farm
and sell it to a
flour mill.
We produce
chocolate
and sell it to
shops.
The milk from my cows Each person sells their T
is sold in local shops. goods or services, and I get paid to 11|15t9.ll ovens
uses the money to buy ol el o
other things they need.
- e R ]
I make money i l. I,
3 L% from writing - ==
recipe bools. = <=5
UOoCJO 0

I couldn’t have made
- cake without all
hose businesses.

<=

And now I could even
start my own business
making and selling
cakes. Then I could use
the money I make fo
buy a winter coat,




Business is everywhere

Here are some examples of the range of needs
that people have, and the kinds of businesses -
and business people - that meet them.




Music
; festivals
!.f‘j:' Athletes T
| =
Internet '
providers
Newspaper editors
l:ummunlcatlnn
E:Eﬂr; Mobile phone
L Wall delivery manufacturers

...but not quite everywhere

Some goods and services are

provided by governments instead of Could I get clothes

businesses. This might be because for free?

the government has decided to make Za
something available to everyone - ok o A
whether they can pay for it or not other things are ? |

- such as healthcare, education or often free. I ﬂ\’e
street maintenance. Al

maintenance

- - SR 5 ! -
8 e R

Snow
Road repair clearance
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Why set up a business?

Someone who sets up a business is often called an entrepreneur.
There are all kinds of reasons why people become entrepreneurs.

Some people do it to make money...

Iean‘tbu,}'youq‘
I want a laptop one — they are too
expensive!

Why don’t I start a business
washing cars? If I wash four cars
a week, I'll save enough for a
laptop in six months!

You'll have to
save up for one.

Sometimes, someone spots a problem, and wants to fix it...

There's nowhere It's annoying when Why don't we set up
to get water ‘we're thirsty from a business selling
after training! Tunning arcund. drinks to people nsing
the trmm.ng ground?
e

" We can buy each drink for 50p.
Let’'s sell them for T0p and
make a 20p profit on each.



Some people start a business to make the world a better place...

EAL -
EXAMPLE Brandon Beynton, 5
Whenever you see a 16-year-old from =

this symbol, it means Indiana. TSA
the example is about ——/ e

a real business.

Some entrepreneurs get a buzz from turning ideas into products...

REAL
EXAMPLE S. Arjun, a 12-year-old
from Chennai, India

Entrepreneurs tend to start businesses for a combination of these reasons. They
often get huge satisfaction from offering the best possible product or service.

11






Sl Chapter 1:
\\M How to start a business

Do you want to be an entrepreneur? You can be.
Absolutely anyone can start their own business. All
you need to do is think it through a little. The next
chapter will show you how.

First you need to come up with an idea.

Next, you have to test it. This is to make sure there
1s a market for your good or service, and that it will
stand out against the competition.

Then, you can create a business plan to help you
set your goals and persuade people to support you.

13
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Your idea

All businesses start with an idea. If nothing comes to mind
straightaway, you could try making a ‘mind map’ to help you.
To do that, write these questions in bubbles on a sheet of paper,
then scribble as many ideas you can think of around each one.

Plaging the pidna...
could JIPrFarm
fimgs?

What dm | 3004 at
that someane Mijht
pay me For?

dt we

Card tricks...
PeaPlc could hire
me Far Parims? A

What dam | doing already
that | could convince
peaple to pay me For?

Washrrﬁ cdrs

Ging people
adwce..'?cpaulﬁ | be )

d life coach?

How could | combine
my skills with someone

else’s 1o make d Fantdstic
product or service?

Hny
] EN

LUCK

_ My freend can draw dnd Pm
My sister has 4 car and _gnmi with computers... desi ning
| mﬂkf-tﬂétg buﬁ&... ﬂf‘ld P"fﬂi”ﬁg BT‘N‘{I'HS Cﬂr‘-ﬂﬁ?

bun delivery company?




Could | combine
two existin
products?

Chcwmj unt

cantﬂrnin& vitamins?

How could |
improve on existirﬁ
products and
services?

Get hald of soft
drinks chmrnr thdn
the loca 3hup

in the EGPJH Marnin
befare the wurkm‘g dy

@ Lunch delivery service with ‘
@7 more vegetdrian options N

Buided tours
of the town

What is missing in
my community that
| could provide?

What bugs me? How
could a business Fix it?

A breakfast kiask at
the schaal Bdtes When pea le buy taals
they 'nartirg ever use.., Mot f”"“?h

toal rental business? P“bf‘ﬂ tailets...
toilet business?

After you've finished your mind map, read it through carefully and pick out the

business ideas you like the most.

If you have come up with some promising ideas, the next step is to find out
whether anyone will actually buy the things you want to sell. It's also useful to
work out whether you will be competing with existing businesses.

15




Does anyone want your stuff?

Even if you know that you would buy a good or service, it's
important to find out if anyone else would be willing to pay for it.

16

Urr, gross — what's
that weird taste?

To avoid wasting money developing products or services that no one wants,
businesses do market research. This means talking to the group of people you
hope will become customers - your market.

Businesses define their market by grouping T'm a financial

people together that have something in 3:;&“3 ilrlngl',’]]:g’:’
common. For example, they might aim_ = extrey;nel}r ek
their goods or services at people who live people in Japan.

in one specific place, or are of a particular
age, or who have a similar income, or who
share a hobby,




Nathan's market is students at his school, so these are the people that he needs
to research. He does this in a number of ways.

Observations Interviews

It's better to ask questions that people can answer
however they like. If you ask a question such as,
“do you like my idea?”, they might just say, “yes”
to make you feel good.

...and bottom choice

WHICH TYPE OF FOPCORN WOULD YOU
BE MOST LIKELY T0 B!

CINNAMON

The more research, the better

The more people you ask from within your market, the more useful the
information you gather will be. Market research takes time, but it allows you
to develop a good or service that is just what your customers want.

This makes it much easier to persuade people to buy it.

17



Be the best!

Rivalry between businesses for customers is called competition.
Competition can come from different places. For example, if Martha
starts a business selling T-shirts at the Saturday market in her town,
she may have several competitors. Here are some of them.

It's nice to support a
local business.

4. The local branch ug
a supermarket

I came in for bread, but
then T spotted this! | = 0§

2. An online

It's 50 handy
to be able to
buy online.

£ 3. The local branch of a
big clothes store

Isawthisin a
magazine this
week — it's cool!

5. Another market stall selling T-shirts

e

Ooh nice, is that 1
handmade by the
designer?

Today, I'd rather buy a
tasty lunch than a new
T-sghirt. I only have money
for one or the other.




Ways to get ahead
In order to get ahead of the competition, businesses try to be better than their
rivals in one or more ways.

Healthy competition

From a customer's point of view, competition is a good thing, because it can push
businesses to offer better products at lower prices. Most countries have laws to
ensure businesses compete. For example, it's illegal in many places for businesses
to agree among themselves to set a fixed price.

19
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How to beat the competition

To win customers, you either need to be first on the scene with a
good or service, or to offer something better than your rivals.
This flowchart could help you work out how.

Is another business already
selling what you want to sell?

NO YES

Does your market research definitely

Higher quality
Google™ wasn't the first
internet search engine.

In 1998, the market
was dominated by other
businesses. Google soon

took over the market
because their search gave
more useful results.

REAL
EXAMPLE

You should try to make your product or
service stand out from the competition.

show that customers need or want

your new product or service?

YES NO

If no one wants
it, that explains
why there is no
competition!
Think of a new
idea instead.

If you are the first to sell an
exciting new good or service,
you have an advantage.
Even if competing businesses
start up, your customers may
stick with you because they
know and like you.

REAL
EXAMPLE
New features
Mp3 players already existed
when Apple launched the p J

iPod ®. But iPods were the l

first to come with software —
iTunes ® - to organize and
transfer music more easily.

First
Amazon was the first ever

REAL
XAMPLE

. m online bookshop. This won

ol it loyalty from its early

g' ;__,‘ . customers. But Amazon still

has to improve its service
constantly to keep its large
share of the market.



Find the gap in a crowded market

If you have lots of competitors, it can be hard to get your product noticed. So it
helps to find a ‘gap in the market’, which means something that isn't currently
on offer. To do this, you could draw a market map, a diagram which arranges
existing products, according to their key characteristics.

Sondhya is considering setting up a business selling sunglasses and she’s looking for
a gap in the market. So she's drawn a market map showing all the sunglasses that are
already on sale in her town.

Glamorous-looking
Sunglasses in this quarter of the
market map are glamorous in style Sunglasses in this section are
and expensive too. glamorous-looking but cheap.
£10 |
e

-

Toscano £150 J

Fashion Hub

Expensive Cheap

Sunglasses in this quarter are
expensive and sporty. There are no sunglasses
in this part of the map.
No one is currently selling
sunglasses which are both
cheap and sporty.
If Sondhya can fill this gap,
. she will have an advantage.
Caspar Nielsen N ﬂEEJ'

Sporty-looking

You could make a market map for any product, showing any of its features. For
example, you could compare snack bars by mapping the age of the product’s
target customers on one scale, and how healthy it is on the other scale.

21



How can I pay a
computer eoder
to help me get my
memory training
app started?

Bpplv lnr a grant

Crowdfund
This means asking a very
large group nfpenple to

little bi

specl;al]zedwgbslte' II'l
return, each person gets a
‘small gift or reward.

Save

Savings can help you
get starteﬂ But if the

Apply for a loan
Family, friends or the bank
might lend you money. But
you'll probably have to pay

back a bit more than you
borrowed. The extra amount
is known as interest - find

out more on page 116.

Find investors
Investors are peaple who offer money in.
exchange fuz ‘owning pa:t of the company.

o : ;
mnney ]:3' sellmg theu sha:e Iater on.




Top tips

New businesses often find it tricky to raise money. That's because there is always a
risk that the business will fail and not be able to pay the money back. To be taken
seriously, here are some things to think about doing:

1. If you're borrowing money from 2. Consider how much money you need.
friends or family, draw up a written Don't spend too much at the beginning,
agreement to avoid misunderstandings and make sure you only get things you
later on. really need.
TO GET
Agreement of loan —
— ————
:_ - phone line
- — limeusine

ehefta-conktunel »>
stationery

M /&"’ You may need more money than you f;j"

originally thought, so plan for that too.

3. Make a business plan - a booklet that describes your business and how it will
make money and achieve its goals. It sounds boring but it's important - it will show
that you've thought things through, and help you win other people’s support.

We've made a business

Our band is called THE plan, That doesn't sound
ROCKEETTS and we need very rock ‘n’' roll — but it will Turn the page
to borrow some money for convince people to help us! to see our plan

recording equipment.

for success.

4

BUSINESS PLAN

3 iy . n ?
Gy ol
SN

The roadmap to
~ music stardom




These are the kinds of Business plan

questions you need to answer
in your business plan.

Introduction
We're THE ROCKETTS -
three cousins in a band v
Deseribe your from Montreal, Canada. - M
business. What's so We write all our own e
special about #? music, and already have a | | M FRNES

growing fan base.

TH ROCKETTS

Business goals

Play four concerts this summer, get 50 new
people to subscribe to our YouTube channel
every month, record an album, and generate
enough money from selling tickets and albums to
start making a profit.

Pﬁck‘mg sPec.‘lﬂc. goals
makes it eagier to
mMEASUrE Your ngrESS'_

Whe elee ic €e”in9 what You ﬂﬂmpetlturs
are? How much do Our competitors are local bands, such as XYZ and
they charge? What makes Mashup. They tend to sell their concert tickets
your product better? for C$5. But we're more popular than they are -

we have more subscribers on YouTube.
C$ means ‘Canadian /

dollars’ - the money
people use in Canada.

You could add in some

What to do with your plan numbers to help prove how
. popular you are. How many

First of all, get someone to look subscribers do you have on

through the plan to make sure there your YouTube channel?

aren’t any mistakes and that you

haven't left anything out. Then make o

several copies to hand out. o We've got 300

Use your plan to try to convince subscribers.

people to support you with money,
resources or good advice. ‘




Customers

Our fans are high-school students and some of
their parents. They like us because we are fun,
creative and cousins - it makes for a good story!
They find out about us through word of mouth,
posters in schools and our YouTube channel.

What you need

We need to raise money to rent
professional recording equipment and to
pay for transport to concert venues. So we
need about C$200 to go to the next level.

Making money

We'll charge €35 for concert tickets. We
estimate it will take about four months to pay
back the C$200. From then on we hope to be
making about C$100 per month as a band.

Whe are your customers
;q.nd leg wn" H-»E,g {Ih
your product? How will
they find out about it?

Do you need ¢ any training,

i f, ials or a
ke o it o |
MuﬁL will H ‘Hﬂnlhﬂfﬁ&i\(‘? |

Ht‘M MMC.L ws“ c‘q‘fg&
Far anducf? Hﬂw
m-n:i\ money do you
expect o ke Gt more
on Pﬂges 34.and 54)



Make it official

It's worth finding out whether there are rules about doing business in
the place you live. You may need to register your business with the
government, or get permission to sell things in a specific location.

Getting permission
Wherever you're planning to sell, think about who you might need to ask.

{ Want to run a
Want to sell popcom . ,'1 i
at school? (LRI
LA L the town square?

Ask a teacher. Check with_t'ﬁe
local council.

{ “2 Want to offer a dog-
.~ grooming service at Ask the festival
a festival? ' i
organizers first.

Telling the government

Businesses usually have to register with the government. You have to choose a
type of business, or structure, when you register. The simplest one is called a
sole trader (or sole proprietor).

SOLETRADRE Minimal paperwork
Just one person
in charge -
P
‘!‘T :' The owner can keep
Usually the only [ all the profits (minus

structure allowed if . - any tax they need to
3 & - see below)
you're under 18 & 4 ‘ pay - see be

Businesses have to pay money to the government, known as tax. If you have
modest sales, you may not need to pay tax when you first start a business, but
be sure to check the rules in the place you live. See more on tax on page 58.



Taking on responsibility

Most businesses are sole traders and many are successful. But one downside is
that sole traders are entirely responsible, or liable, for trying to pay back any
money their business loses. This is called unlimited liability.

I'm a sole - -1= = To pay back all
trader and my - .‘,'.;. the money that I
construction i. 2 i | borrowed, I need
business has . to sell my house

gone under! ﬁ and car,

Some business structures protect against this risk. The most common one is called
a limited company (or limited liability company). These businesses have limited
liability, which means the owners are only partly responsible for any money lost.

It's a shame that We need to sell the
our business didn't business's assets,
work out, but what but at least our
a relief we became a personal possessions

limited company. are safel

In most countries, the ownership of a limited company is split up into equal parts,
called shares, owned by shareholders. Profits from the business are shared between
the shareholders. Find out more on page 102.

Other types of business

.9 ::

Partnership - similar to being a Cooperative — owned and run by its
sole trader, but business decisions members, which could mean every
and profits are shared with a single person working there, Profits
partner or partners. are shared between the members.
Franchise - this is where you pay an Not-for-profit - any money it
existing business to use their idea. It's makes is used to help people in
less risky because the idea has already need. This kind of business is

been shown to work. usually a charity or a school.



How does my business
impact on...

...the environment? ; ..communities? ...customers? 3
How much water and ‘How does my prpﬂuct'
electricity am I using? affect people living change customers’ lives?
How am I transporting my ? My local town? Is it in a good way?
products to customers? 1 )
See more on page 93.

Our company makes and sells cigarettes. Wonld you like some?

Scientists and doctors have proved that they are bad for

people. 8o why are you selling cigarettes to me?

Because you want them don’t you? And husinesses
provide things that people want.

So if I wanted a bomb, would you sell it to me?

No, because that would be against the law! Cigarettes are unhealthy, butnot illegal.




Crossing the line

The difficulty with just sticking to the law is that it cant cover every situation.
What's more, the line between what's legal and what's illegal isn't always clear.
It's sometimes more useful to think about whether or not something seems fair.
Ethics isn't just about what a business does, either - it's also about how
people within a business behave. Do you think this manager has crossed a line?

FAIR You've forgotien

I'm really sorry,

to lock the safe. I pror]ﬂse t:.r;?

(and legal) Please don't do remember next
it again. time.

Iwon't let him
down again,

How could you be so T'm really, really, -
STUPID! You're the really sorry.
stupidest employee
we've ever had!
Whyisheso

mean? I don’t
like this joh.

I am sorry about

the safe, but
! you shouldn't be

+  bullying me!

' Ineed to speak
to a lawyer
about this,

Good ethics is good business

Often, getting managers to behave fairly encourages all staff to work well.
When people are calm and happy, they tend to work better, and in turn make
more money for the business. So good ethics go hand in hand with good
business practice.

29






Chapter 2: @
How to sell your stuff ﬁ

Once you have a great idea, you need to know how to
sell it! Ways to persuade customers to buy your good
or service are known as marketing. Clever marketing
will ensure that customers want your product and
buy it from you and not your competitors.

Giving your business an appealing personality, or
brand, helps to make customers connect with your
business emotionally. Deciding the price of your
product, where it will be sold and how to promote it
1s also essential.

31
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Where can customers buy it?

Customers are more likely to buy a product if it is on sale somewhere
convenient. To help decide where to sell, a business has to think
about where its customers go and how they like to buy things.

Imagine a business selling a lunchbox called Lunchpax’. A potential customer is
someone with an office job, who might take a packed lunch to work. Here are
some places the business could sell them Lunchpax, in an average day.

o 07:00 07:30
ARY Wakes Ll A customer could buy
up phone over

Lunchpax on their mobile
e phone, through a mobile
website or app.

08:30
Buysa
newspaper
from a local
shop

ON saLE
HERE!
Lunchpax could be ON saLg
stocked in a small : HERE)
local shop.

LUNCHPAX

£0.99

=

09:00
Works at a Lunchpax could be sold
computer through a website. This
could be a marketplace on sﬂ-ﬁ
website which stocks many “gitﬁ'l

different brands.



SUPER-MART

LUNCHPAX! !

BUY 3

oy 18:00

== ‘ saiE Arrives

u:ﬁ‘li home
17:00 Lunchpax could be on
* sale at a supermarket. %
The business could sell Lunchpax

mﬁnes tul?et directly to customers by knocking
a&pme:wwurk ON SALE on doors with samples. It's good

HERE! to pick a time that lots of people
are likely to be at home.

HEW!
Mu[ﬁ":mpﬂl'ﬂment

L | [ LUNCHpAy

e &
[ L ORDER Nowyyy

0088 77539042

Lunchpax could be sold through
a catalogue. Catalogues can be
delivered to customers, then
customers ring up or post a form
back to order products.

ON SALE
HEREI
22:30
20:00 The business could recruit people Bedtime
Visits a to sell Lunchpax to friends. This is
friend for called a “party” model of selling.
dinner. The seller invites friends to their
home and combines socializing
with selling a product. FINISH

After selling your product in several places, you can choose the ones which work
best and concentrate on them.

33



What's it worth?

Your good or service is only worth what customers are willing to pay.
If your price is too high, customers will be put off. If the price is too
low, you won't make any money (and you may even lose money).

Price = cost + markup

Remember Nathan, from page 16, with his idea for selling popcorn? He calculates
that each box of popcom will cost him 15p to make. The price he charges is the
cost, plus an additional amount called the markup.

My customers will be my schoolmates.
They don't have much money.

- x — you would
" What is the pcq.m?
= '|' pay for a bo¥ of PO
| o
8 umber of peo izt
{ ; picked this option:

I've done some market
Tesearch.

—_

Mozt people said
that they would be
willing to pay 40p
. for a box of popcorn.




Nathan also considers how much his competitors are charging for popcorn.

How much did you pay for 60p for mi
those boxes of popcorn? s

The 60p box is much N %h“wc;ﬂmm awful.
bigger than yours, so Y u;ﬁ;‘f]: harge more than
you should charge less. T yours becanse

Why do all theze It's because it makes people feel as if
prices end in a 97 it’s cheaper - 39p feels closer to 90p
than £1, even though it isn't!

% -'wuw! 1 didn't think of that. I was
going to charge 40p for my popeorn, but
now I'll make it 39p instead!

Setting the price at 39p means that Nathan has added a 24p markup to each box
of popcorn. This means that for each box he sells, he gets to keep 24p.

35



Sometimes a business sells a product directly to its consumer - the
person who will actually use it. But businesses can often reach more
consumers if they sell their product to another business instead. This
other business could be a shop, or a business that sells to shops.

Mike and his partner Mohan make and sell an electronic device called ‘Kid Tracker’,
which enables parents to track the location of their child in a playground.

more Kid Trackers and =
malke more money. ool Bl _itm ik

Fun for kids
to wear

In-built GPS
tracking system

So Mike and Mohan decide to get Kid Trackers stocked in shops around the
country. They take them to a wholesaler, a business selling to other businesses.

I |
Would you like to buy some of these Kid Trackers?  BARRIO'S |

e Mg e [ B0 aty WAREHOUSE
I'll give you $8 for each.
Gulp. Only $87

e Yeah, only $8. But I'll buy
- 500 of them.

Well in that case,
it's a deal!

36




Next the wholesaler sells the product on to retailers, shops that sell products to
consumers. The wholesaler adds a markup to the price when it sells it on.

Hi, there, you're through to Barrio’s
Warehouse — how can I help?

Hi, I work for the retailer Kev's Kid
Zone. How much are your Kid Trackers?

They are $14 for each one.

When the retailer sells the product on, it also adds a markup. Kev’s Kid
the Kid Tracker for the same price that Mike and Mohan were origina

That'll be $20 please. Can't wait to

try this!

[ p—— [F= TP T S 35
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Look! Our Kid

Yeah! Bo even though

wholesaler, we're
making loads more
money than before.

Trackers are on sale
in Kev's Kid Zone. we only get §8 for
_.L, They are selling well each one from the
St

in shops all over the 4
country and we've
got orders to make .

= thousands more.

I



Charge less, win customers

Some businesses set a very low price when they first launch a product.

They don’t make a profit at first, but they win over customers from competitors.
This is called penetration pricing, which means it helps businesses

enter - or penetrate - a market.

Once we have some
loyal customers, we can
Taise our prices.

Yikes, look at them!
I hope they don't steal
all our customers.

I'm going for these.
They are exactly the
same but cheaper!

B,
\¥

These are
gorgeons!




Lose money here, make money there

Another approach is called loss leader pricing. A business charges a very low price
on one product, in order to attract customers into the store, A customer ends up
paying a high price for something else, so the business makes its profit that way.

= OFFERS

i OFFERS
OFFERS |
OFFERS
. OFFERS

- . ¥osgonisfin b han Hikon; ‘
MEGAMART but I bought all of this!” 1
| 4

Make one option look foo pricey
Within a range of products, one option may have a very high price. This makes the

cheaper ones seem like great value. This is called decoy pricing. The expensive choice
is only there to push a customer to another product.

| SUDSY'S CARWASH

+ windows
v wheels

v carpets

¥ dashboard

|
|
‘ / main body

VIP
325

/ main body

" windows

v wheels

s carpets
dazhboard

BASIC
§15

./ main hody

+ windows
wheels
carpets
dashboard

The VIP carwash is a
good deal — yon get almost
ag much as the Ultimate
and you save $15!
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Give your business a personality

One way to attract customers is to create a personality for your
business. This is known as a brand. The idea is that customers will
then continue to buy from your business because they have an
emotional connection to it, almost as if it were a friend.

Think about what kind of person you would like your business to be if it
was a human being. Here are some characteristics to help you think it through:

approachahle — influential youthful exciting
cCl.tm successful W sophisticated km‘{

friendly cosy fun outdoorsy serious cheeky

Fﬁﬂ’ll’hj-lﬁ?ﬂ’lg athletic competent  inferinal Siucens

Joe wants his café to have acosy and approachable brand. He wants customers to get
this impression every time they have contact with his business. For example:

The font means the
style used to write
text. Joe has picked

The name of his
business is informal.

A logo is a simple image to a casual font.
represent a business, ora
distinctive way to write its
Y The furniture,

name. For his, Joe has chosen
an appealing hot drink.

lighting and

decoration

is comfy and
homely.

Warm colours are
used in the café.

Joe uses a friendly and welcoming
tone of voice when talking or
writing to customers.
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Lila is talking about the brand for her new business with her friend Drew:

Nice! What will your business name bhe?

Great! Maybe your logo conld have the
shade and texture of wood in it.
Should I help you design it?

Later...

They both feel natural,
but the top one feels
more classy.

C«r afks
Oh dear! It looks like Lilac Rafts,

as if you're making purple boats,
not wooden bowls.

Watch out for these kinds of pitfalls. Test your brand to make sure the message
that it conveys feels consistent across all the ways you will communicate it.
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Find words that sell

Successful businesses find a powerful way to describe their product
to explain why it is worth buying. These persuasive words are called
marketing messages and often appeal to people’s emotions.

Remember Martha, from page 187 She's launching a business selling T-shirts.
Her friend Elise is helping her write her marketing messages.

What's your USP, Martha?

USP? Get you! What does that even mean?

g
} . s It means your Unique Selling Point - it’s what
b makes you stand ont from the competition.
b = Oh! Why didn't you just say that? Well, the designs
are very attractive. And all the T-shirts are
handmade by me.
Well let’s focus on those things.
And let’s lay it on thick.

Elise suggests some marketing messages and explains why she’s written them.

[_ You're beautiful. \\\)

You belong 'm' a
beautiful T-shirl.

Marthe 8
T"h““ ——

T-shirts individvally
crafted by a

local fashion whiz

Telling people they are beauntiful is
flattery, which means making them
feel good about themselves.

“Individually crafted” sounds exclusive.
Having something that not many others
have makes people feel special.

“Local fashion whiz" is a catchy way
to describe yourself. People remember
catchy phrases,



Businesses hope to trigger emotions that will prompt potential customers to
buy their product. This might be a negative emotion, such as fear, or a positive
emotion, such as feeling appreciated.

Are you treating your cat
properly? Don't let her down.
Feed her Kitty Deluxe.

KITTY

(8

You could lose your home
if you don't buy Brooks
House Insurance.

The tratfic in town ishorrendous.

You work so hard T
for everyone. Now T AYFHEGIATES You're wasting precious time each day.

it's time for a treat.
Time for a massage.

Take the Expressline train instead.

EXPF 1

CALL NOW: (079)-12669-B766

CRATITUDE REASSURED

Do you have
itehy dry skin?
Moisturizing with
Smoother can heal

and relieve it.

Words can only do so much...

It's hard to sell something useless, however much you work on the words. That's
why businesses spend lots of time developing their product so that it matches
what customers want (see page 16 about market research).

It's also against the law to lie about goods or services. So in order to make your
stuff sound great, make sure it really is great!
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Spread the word

Marketing messages are no use unless potential customers hear or
read them. So businesses spread the word in lots of different ways.
This is called promotion.

Here, Martha and Elise are promoting Martha'’s T-shirts all over
their home town of Doxford.

Martha and Elise have organized a ]
fashion show. People will come to see . g
their friends and family model Martha's
T-shirts on the catwalk. - =
This is called a promotional event. S

Martha paid money to put
posters about her business
in some bus shelters. This is

called advertising.

Because of Martha's outdoor
fashion show, her T-shirt
business is featured on the
news. Influencing what the
public hears about you is
called public relations or PR.

Today our town saw its first ever outdoor catwalk,

thanks to local fashion whiz Martha, who rans the
' o Martha's T- :

‘business shirts.




Unexpectedly, a cat
strolls down the catwalk.
Someone posts a video
of it online, which gets
shared 5,000 times.
This makes Martha
happy because her
poster is visible in the
video. A video that
spreads quickly online is
sometimes called viral.

Martha and Elise are handing out
coupons giving people money off,

called a discount, to encourage sales.

MARTHAS
T-SHIRTS
10% off

Discount coupont

This person has
Z J received a letter
! through his front
door about Martha's
T-shirts. This is called
direct marketing.

Martha has
paid for online
adverts, which

only appear when
someone types
‘T-shirt’ and the
name of the town
into a search
engine.

People talking casually to each other
about the attraction of a product is
called word of mouth promotion.

I've just been to a fashion
show in Doxford and the
T-shirts are awesome.

Martha's T-
Look up shiris
— I think you'll love them.
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Tailored messages

Often, businesses don't send the same marketing messages to
everyone. Instead, they find out as much as they can about their
customers and then target them personally. To do this, businesses
first gather huge amounts of information. This is called data.

This is Annie. In the last week,  This is what businesses know about Annie:
she shopped at a supermarket,

used a guitar tuning app, logged Annie is between tﬁe'f'f!_!@s

on to social media and wore her of 18 and 25.
fitness tracker every day. -

Annie played
her guitar

last night and
spends a lot of
time in Ashville.

She is interested a

in snowhoarding
and lives in
Apricot Creek.



How can businesses know

What can they do to take advantage of
things about Annie?

the information they have?

Supermart Supermart sends Annie
knows Annie's discount vouchers for products
age because last she often buys. They also send
week she filled her vouchers for cereal bars.
in a survey they She hasn't huught one yet...
it hes ..but other granola-eaters
jageﬂ 18-25 do, according to
‘ Supermart’s loyalty card data.
Supermart knows \ s |
what Annie eats, $1 $2 off
because she hasa Cereal bar
loyalty card that __—  DEALImM
she scans each t:me. ———
she shops there. p ‘ \ Y -
Heaven sends Annie an
. email about an upmmmg Guitar
Gutar Show in Ashville. 4 i
Heaven knows
where and when
Annie plays her quitar

because she uses
their tuning app, and
she’s enabled location
services in the app.

N s
On social media, Annie '

Snow Mountain Ski
Resort - near
Apricot Creek - targets Annie with

has liked a page about ads through social media. They run
snowboarding, and has ads for day tickets whenever the

Apricot Creek set as snowboarding conditions are good.
the place she lives. : '




Marketing disasters

Some businesses promote their products in ways that are dishonest,
unfair or irresponsible. Whether or not a business actually breaks the
law, its reputation is severely damaged if it uses unethical marketing
tactics. Here are some businesses that got caught.

False promises

Tarr
A US-based business called/ne.
promoted wrinkle creams on the
internet using false claims.

Tt is against the law to mislead people
Tarr

in marketing, and nc. was

ordered to pay $6 million in fines.

T'll never fit into my
summer clothes.

Take new XLS

Medical Max
Strength

Unwanted marketing

A Canadian business called
CompuFinder, which sold training
courses, sent hundreds of people emails
without asking their permission.

This is often called spam.

Under Canada’s law against spam,
CompuFinder was fined C$200,000.

REAL
EXAMPLE
™ REDUCER
L
Loox 19 YEARS
IE;OUNGER
p LEsS AN
WEEKS|

Dangerous messages

In Ireland, healthcare company Omega
Pharma was ordered to remove a TV
advertisement for diet pills.

The ad showed a woman complaining
about her weight, when she was

a normal, healthy size. It could
encourage people to lose weight
when they don't need to.

Sent Urgent - training

Drafts Last chance!!!
Qutbox i
Folders Jacob, don't delay
Work SPECIAL OFFER

Hot deals NOW
Best training ever

REAL
EXAMPLE



Targeting children

A young Swedish vlogger broke advertising
rules, when she enthused about a range of
dolls in an online video. She failed to say
that she was advertising them for the dolls’
manufacturer, GR-Trading AS.

Children can’t always spot when a company
is trying to sell to them, so marketing
must be clearly labelled as marketing.

False price comparisons

An Australian business calledZamel’s promoted e
necklaces and bracelets with a big discount.

Customers thought they were getting a good : /
deal, but in fact the products had never been ¥ o B o
on sale at the higher price. This is against the | : - /
law and Zamel’s was ordered to pay a il I e
R
penalty of A$250,000. ExAMPLE ; ot ps149%
Offensive content
Miracle
Mattress was an American business

selling mattresses. But in 2016, it made a
promotional video with a jokey reference to
the 2001 terrorist attack on New York, in
which nearly 3,000 people died.

There was a furious reaction to the video,
with thousands of people complaining. The
reputational damage was so serious that the
owner had to close the business.

Wherever you are, you should think about how different groups of people might
feel about your marketing. If you're not sure, do some market research.
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Chapter 3: & —
- *” Keeping track ;’H

'&w : miméﬁo .

It might not sound very exciting, but keeping a
record of the money coming in and going out of a
business is essential for it to succeed. These records
are known as accounts. They show how much money
the business is making and how much tax it should
pay to the government.

About a third of businesses fail in the first two years,
mostly because they've run out of money. By keeping
a close eye on their accounts, businesses can plan
ahead, avoid unpleasant surprises and have a better
chance of success.
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In and out

Money coming info a business from selling products is known as
revenue. The amounts going out and being spent on things the
business needs to operate are known as costs.

REVENUE

N Business oUT

50515 Bils
Wag®®  Insuyane
Rent ¢

Meena has set up a monthly magazine, which she sells at school.
Here are the costs involved in making the October edition and the
revenue she gets from selling it.
I need the printers to print Uh oh, I'm going

Costs The magazine and staple 100 magazines, o need some help
takes four hours at a cost of 16p each. selling them.
to make and I pay
myself a wage of

£5 an hour. = _._—

4 x £5 = £20

100 x 15p = £15

1 need to pay my
friends for helping
me! I'll buy them a
box of cookies each.

s

2x50p=1£1

So the total cost for making 100 magazines is: £20 + £15 + £1 = £36
52



We sold 90 magazines I'm so happy people like my magazine!
Ra‘uenue for £1 each. So my It sold so well that I've made more

revenue is £90. revenue than I spent on costs.
Ml
.rﬁ:—, g
gy P

Pri
f > Revenue

Quantity of

magazines —— * 90 X £1 = £90

Keeping records

The simplest way of keeping track of costs and revenue is to write them down in
a record book as you go along.

MAY N: Printease
T s 1 42-44 Ink Road
B Way 26th i
May :\; . gaple: $15 saleg, £99 -Cjt_ﬁ?-ui _H:y_gij_lff
r 2
¥ a3 Way 27th 100 copies: g5
May 2~ ., 520 Saleg,
wﬂi‘am way 28t , R
May 3% s £1 sales; gop oor ...
e Fapmient .g:
ek Sa 0| Totalreveny,, pop |
A date and short description wrll Keep bills and receipts to help
help jog your memory when you you remember exactly what you
come back to that page. spent and earned.

Keeping records might seem boring, but it's the only way to know how much
money youre making. What's more, you have to make a note of this by law in
order to pay the right amount of tax (see more on page 58). Many entrepreneurs
hire a person known as an accountant to help with their accounts.



Making money

When a business makes more money than it spends, it makes a
profit. It's one of the main goals of any business.
Profit = revenue - costs

NOVEMBER: Meena’s magazine has been selling well at school.

Meena can use the

profit to... Invest — spend it on improving
and growing the business.
Reward herself for all Save in case the
her hard work. business doesn't do so

well in the future.



DECEMBER: Meena’s magazine hasn't been selling well. Lots of her friends need
to save their money to buy Christmas presents.

Or Icould sell a
smaller version of the
magazine which will
only cost £15 to make.
Next year, I could get ¥ orsﬁﬁg:édt;?ﬂ
local businesses to pay th ihs ) magazine at the
for advertisements in the
December editinn. Thik youth club, to try to
Eneniar eran, Lunt ey | get more customers ﬂlr
I could give the magazine T e
away for free.




Planning ahead

A business has to make enough money to pay its bills, suppliers and
workers and these costs often need to get paid before any revenue
comes in. Businesses have to keep an eye on cash flow - the
movement of money in and out of their bank account.

The co-owners of SunCatcher, an energy company based in France,
are planning to build their next solar farm for some new clients. They
keep accounts in Euros, a currency used across much of Europe.

E This is how much money

; we have in our bank
account from the Iast

Bank account solar farm we built.

€300,000

S

g g % Our monthly costs

include paying our workers,
g’lz ];ﬁl‘:-t;all]]ﬁ office rent, insurance, l
. . electricity bills. ..
suppliers €100,000 in €100,000 €100,000 They add up to €100,000

September. g\ﬁ . @1 a month.




®

By the end of October the We'll finish the project in q.—;c—:;,
business will have run out of December. So by the time the =
cash and we won't be able to customer gets around to paying ?

pay our November bills. us, it'll be the new year. 2
€600,000
payment
E’f OCTOBER A NOVEMBER DECEMEER JANUARY

=

Jiics

€100,000
monthly costs

5
yom
Y K3

So the business needs to plan ahead to avoid running out of money before January.
One or more of these ideas might solve the cash flow problem.

‘We could ask to be paid in chunks every Or agree with suppliers to
month rather than all at once at the end. delay paying them.
Or get a loan from the bank
until we get paid. Or take on a smaller
project on the side
that would bring

in regular small

Or sell something amounts of money.

we own, such as
equipment or a
building.
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Here's how it works:

1. Businesses
pay taxes on...

Buildings People

The amount of tax a This tax goes towards

business pays depends paying for employees’
on the type of building it retirement and
m:cupms op on a high healthcare.
street is taxed more thara
one of the same size in the
outskirts of a town.

Profit
This tax is known as
Corporation tax. The
‘more profit a business
makes, the more it pays.




2. Individuals
pay taxes on...
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Keeping honest accounts

By law, every business has to keep accounts which give an honest
summary of its activities. This is important, not only for the business
itself, but for investors and the government too.

A business needs to keep records of: Things it
Mﬂnl‘.ij e Sllch a5
3 ent - t or
: Money Profits and pepts it oW Eq“f:? other
i ; ar
received lasses and is owe 3 m,.-.rlmniﬂ-‘a

Accountants help businesses do their accounts, but it's not always straightforward.

The bigger a "y Managers might want us to exaggerate
company gets, the = how well their company is doing, to make
harder it is to keep ; them look better o potential investors.

track of it all.

Or they might even want to make things
look worse, so they can pay less tax.

=

i

And if a business’s accounts aren't honest...

The business can't The government might Investors will be risking
make sensible decisions not receive the right their money without
amount of tax. knowing how well the

as it is basing them on

false information. business is doing.

The money the
1 wouldn’t have government loses in tax Oh 10! We thought it
bought that machine, Tevente is money that a sm]:]u%ssf:l c:;%an;'. ‘;I::v
if the manager hadn't won't go to schools and it’s failed and we've lost
exaggerated how much hospitals. lots of money!

money we made last year...

So it makes moral sense and business sense to keep honest accounts.



Is trying to pay less tax OK?

Businesses often try to pay less tax to save money. Some rules are deliberately
designed by the government to help certain businesses pay less tax, for example

a lower tax for startups. But sometimes, big businesses escape tax by finding
loopholes, or ways around tax rules. Some people argue this is cheating the system
- even if it's legal. What do you think?

Speek Mobile does most of its business in India, but it is registered in
the Cayman Islands, where the government collects fewe?' taxes.

This arrangement is perfectly legal, but it means the Indian government
loses out on millions in tax revenue.

I run Speek Mobile.
I'm a Speck Mobile customer,
I know it looks bad,
but I think paying less
tax is actually OK.
Looks bad? It looks terrible!
I have to pay taxes, why
shouldn’t you?
Think about it, all that money
we save on tax is money we
can spend on making better,
cheaper products for you.
I'm not spending it on fancy
clothes for me. Yes, but the money you save could have
gone to the povernment, who might
have fixed the road by my house.
But if we did pay taxes in India, the
price of our products would go up. And
then you and your family probably Well don’t worry, I won't be your
wouldn't be able fo mffn,rd a phomne. customer any longer anyway. I'd
Our product shouldn't only be rather give my money to a company
for the super-rich. ‘that behaves fairly.

Wouldn't 17 But
there isn't a cheaper
phone on the
market...

61




62

Why businesses fail

The biggest risk of running a business is it might run out of money
and fail. Lots do, especially in the first couple of years. Even very
successful business people, such as the American inventor and
entrepreneur Thomas Edison, experienced failure...

7

In 1869, I was 22 and I'd just registered my first
. invention. It was a machine that counted votes and
- would save lots of time during elections.

Y
Here's my amazing L
invention: the L
Automatic Vote
Counter. You'll love it!

I never want to build
something that nobody
wants to buy again.

Young man look here,
we don't want machines
to count votes.

Humans are
much more...
reliable.




In 1875, I launched a battery-powered pen that helped make
copies of documents. People loved it, but not for long.

Just like Edison's
pen put with no
mgg;l’ ha.tts!'l.!S-

That was guick. They've
taken my idea and
improved it. No one will
want my pen any more.

»

& n

Then in 1881, my talking doll,
which should have sold well,
had to be taken off the market
after only a few weeks.

It's voice is just
_ soannoying!

Lots of entrepreneurs have
had failed businesses or
ideas. They learn from the
failure, start again and
launch a better business. In
some cases, failure can even
become an opportunity.

In 1904, I started a new business that sold
my inventions in Germany. When the country
found itself at war, people stopped coming to
the store, and it had to shut.
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The end of the road

If a business runs out of money and can't repay its debts, it
has failed. But the story doesn't just end there. Here's what
can happen...

BREAKING HEWS
Transaero, a Russian
airline, has run out of money

due to falling sales. It can't HELP!
repay $4 billion of debt.

First, Transaero owners tried
to make a deal with creditors,
the people they owed money
Wi to. Transaero asked for more
FOR SALE time to pay its debts.

The creditors said no.

Then, the owners tried to

sell the business for just

$1. A new owner would

have taken on the debt,

and tried to make the CLOSED

business profitable again.

/ ) Eventually, the airline had to shut

No one bought it. down and sell what it owned, in
order to pay off as much of the
debt as it could. This is known
as liguidation. (It's called

Thin i bankruptcy for a sole trader.)

It's not always bad

Lots of businesses close without any
debts, As long as owners can pay their
last bills and taxes, all they have to
do is fill in some paperwork and then
they're free to move on.




Who loses out?

When Transaero had to close, lots of people lost money and even their
livelihoods. It took a very long time to sort through the company’s finances,
and most people were never repaid in full.

A‘h

o NINNNINR

w— R w—

u Employees

Thousands of us
lost our jobs.

All the ‘money each
of us invested in the
company is now lost.

. We'd booked :
) riipand ===73 Shareholders

We loaned the airline
lots of money, which we'll
never get back in full.






7}

— Chapter 4:

é People in business ﬁ

Businesses need people. Inspiring leaders and teams
of motivated employees can transform a business. A
business benefits from a diverse range of skills and
experience, which many managers keep in mind
when they are hiring.

A business is constantly affected by customers’
decisions about what to buy. And it's the
responsibility of a business to protect consumers
who use its products, as well as the community in
the local area.
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Who’s who in business?

It takes many people to run a big business. Here are the different
roles involved in a limited company that makes electric bikes.

The Chief Executive Officer (CEQ), A Board of Directors makes

sometimes called a Managing Director @ long-term decisions about the
(MD), is in charge of managing the business. For example, they hire

whole business. and fire the CEO.

Since I took over, our sales
of electric bikes are up.

But why aren't they up as
much as you promised?

Let me explain...

The staff is split into different teams, each —
working in a different area of the business. I'm in charge of ~
the business’s

: accounts.
We work in

marketing.

o Y o ) ee— . 0

%t.‘; e
-u_‘)-:;

, _ Ishould have sold
o — o my shares last
‘Shareholders own a portion of the - week — they were
bm'kﬂm as shares. The value of ﬂmmm ! . :;_ worth more then.
their shares increases when the business /"N =
does well, and decreases when it doesn't.  -=4 Shareh
If they sell their shares when e elefte tﬁm d
the busines s doing el i
they will make money. Sttt

68
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EAZY ELECTRIC CYCLES

Managers run a

I manage the
sales team.

: Hey Production Team!

particular team or We've got a busy day

department. ahead: six orders to
complete by bpm!

\ o |
3¢
-""

‘--r

FP— QK boss!

I build bikes.
1}

Managers and staff
are employees: they

work for the business
in return for wages.

The CED and Directors

v are also paid by the
. business, but the
l gl : s rules about how
I test them for this works differ in
quality.

different countries.

A " Thought this electric
4 : st : bike yesterday. Now
People outside the business - its \ I'm g;'ftu. tfﬁu my

customers and the Cl:ll'l'lm‘lll'[lt}l’ friends.
living nearby - are affected by
how well the business is run.

See pages 78-81.

byt I.l;i, ||.'



l:mate-s a vtslun Iur thn ﬂml!a | -
e business should be like in

In ten years, Topaz | It will take millions of
Sailing will be the ' new customers from
most famous and China on cruises around
! Asia and the Pacific.

sueccesstul eruise
business in the world.

Inspires people

Luana communicates her vision to her staff and motivates them to make it a reality.

We will be the biggest
and the best.

And it will be
because of the
work YOU do.

Innovates
She has a flow of creative, exciting ideas that make the business stand out.

Rather than i 1
huge, impersonal BNl We'll offer different
cruise ships, we i themed ships, so
will build smaller, ¥y » PAsSengers can
friendlier ships. ; e i choose entertainment
: 7/ _ they will love.




Management

Luana organizes projects and staff
in a sensible way so the business
runs smoothly. She assigns money
to different projects, in a plan
called a budget.
I must check if we're : :0115‘;2;1 :f&l
going over budget for - we need 23
building the new ships. more people in
Guangzhou by the
end of 2019.

(In some very large businesses, CEOs delegate
management to other people, to keep their own
minds free for creative and long-term thinking.)

Develops employees

Luana helps staff to gain new skills so
they can excel at their jobs.

T'd like you to make . =
When I retire, sh P
a speech at our mﬁecﬁmﬁgue_ iy ‘We're cutting the cruise to

shareholders’ meeting 5 th . 3 p
! I t her to oain e Bering Strait. We're not

this month. m midzzgs : o _ making enough money on it. |

. Sadly, you will lose your job. =




Diversity

Employing people from different backgrounds is known as diversity.
Teams can be diverse from the point of view of age, ethnicity,
religion, gender, sexuality, disability or level of education. It makes
sense for a workforce to include people from minority groups, which
are groups that can face discrimination. Find out why below.

I think it's wrong that there aren’t more people
of ethnic minority backgrounds on our team.

But we want to sell our products to people of all
backgrounds. How can we give customers what they want
if we don't understand them?

That's not how it works! I can't speak on behalf

of everyone who isn't white. What we need is
a team of people with diverse perspectives,
lifestyles and experiences.

Listen — when the business is going well, you
don’t notice that the team has a similar way of
thinking. But when we hit a challenge, we need

a broader range of creative ideas.

We're looking in the wrong places
when we hire! There are so many
talented people out there who would
do excellent work here.

Yes! And I think it's only
fair to give everyone the
opportunity to work here.

L
vy =
b

/
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Hiring

When businesses give someone new a job - known as hiring - they
have to make sure that person is right for the role, and that the
process is fair. These are the kinds of steps they go through.

Decide what skills and experience |- > { ‘j

===

are needed in the role.

Sometimes businesses also approach

Advertise the _— talented people working for other
vacancy. businesses and ask them to apply.

This is called head-hunting.
Candidates wvisit the

Candidates apply.
business, and are asked

questions about why they *____  _ I;Tﬁ:;:he best ﬁ =

are suited to the role.

Offer the job to the best person. % .

1o People who have previously worked
'], If the candidate accepts, with the candidate are contacted and
r check references. ~___¥ asked whether that person was reliable.

Give the person any training
needed when he or she starts.

To get the best candidates and hire in a fair way, businesses can do the following:

Get someone in the business to take people’s names

Adver_hs_' e jobs o and ages off job applications. This stops the person
websites and L hiring from making assumptions about someone’s
newspapers which

el ability based on their name and age.
have minority
groups as their
audience. Offer paid work placements to help poorer young
people get their first step into the business.



Teamwork

Businesses are often structured into teams of employees, who either
work in similar roles or on the same project. Working together, people
in a team can often achieve more than if they were just getting on
with their jobs on their own.

Teams often have a mix of people with different skills and weaknesses.

, S ‘Well done, you're g0 good at that! Have you
TI've found us a new client! Vit ths b e bt oot

Um, no. I always forget how to.
Al O R I I'll do it! I like getting everything in order.

People improve their ideas by bouncing them around in a team.

I've thought of a name for our new

e ine' Hmm. No. People don't
beauty cream: ‘Face Shine’. S e
OK. Do I mean ‘glow’
not ‘shine’? Surely, yes.
How about
‘Natural Glow'? Much better.

T'm sorry, I'm sick today. Don’t worry! The
I can’t deliver the bread, team will cover
! your rounds. Get

well soon!

I really appreciate if.
Thank you.




Motivating people

Employees who like their jobs and are committed to the business are
usually much more productive. So it’s in the interest of managers to
keep them happy. Here's one way to approach it.

Step 1: fix bad working conditions

Poorpay = f ,. An annoying ge'irbd losing F 4 a
=8 ’ manager ]

W

=

Difficult relationships . oy
: Frustrati k a3
with teammates PRI BERERNET 3\\

y

e

When these conditions are wrong, it demotivates people. But however much you
eliminate these kinds of problems, it still won't make people happy. It just stop
them from being unhappy.

Step 2: give workers job satisfaction

For workers to be happy, motivated and productive, they need the following:

P
-

. Opportunities Responsibility

322 to progress

GOAL
. A sense of
A feeling of purpose I achievement

O
v ss
L

Recognition for A chance to A range of tasks that

their hard work develop new skills _ﬂr matches their interests

Good managers aim to achieve as many of these as possible for their staff,

Some control
over their work

~—]

75



Workers’ rights

Business leaders have more power than their employees. This can
make employees vulnerable - they can be driven too hard, paid too
little or put in danger. To protect them, there are international rules
about how to treat workers, known as workers’ rights.

...to choose -*"-}'ﬁ.
whether to work. &/

People mustn't be forced
to work or punished if
they don't work.

...to be free from
discrimination.

For example, a woman or
someone from an ethnic
minority mustn't be given
fewer opportunities than
another worker.

Everyone has ...to a childhood.

the right... ~ = Children mustn't
work if it disrupts
their education or
puts them in danger.
...to fair pay.
—— ) ...to join a trade
- :?‘ &= union (see
opposite page).
...to be safe
and healthy m_ ...to paid time off

at work. every year, known

as paid leave. .

In reality, workers get different rights around the world, depending on the laws

in a particular country.

I live in the USA. There's no law here about paid leave, so it's up
to my employer to decide. Sadly, I only get § days a year,

'Oh what & shame! I live in the UK. The law here gives me 28 days of paid leave each year.

Lucky you! Even after my baby was

Ilive in S8weden. My partner and

b L 0TI gOs KLApRI JouYS. I shared 480 days of paid leave
after we had our baby.
o
‘j L]
L
a

&




People power

Often workers want better conditions, such as increased pay, more paid
time off, or a safer work environment. They have more power if they join
together to make their demands to their employer. If the employer refuses,
they may go on strike...

1968, a Ford car The boss just said our Unskilled?! I'd
factory in London, UK. work isn't ‘skilled’, so like to see him
we're going to get paid try to make Let's
We sew seat covers the same as the men who one of these. NATAL

for Ford cars. sweep the floor.

 Wecan't make any
. more cars until we
pet more seat covers.

The women The strike has

refused to work ground the whole
and stood outside  [Ctory fo a halt.
the factory, '
telling everyone

why they were e led 4
on strike. NN :'_‘i,#
After three weeks... That's still not as much But it's an OE, we'll end
as the men are getting! improvement. the strike.
Will you come - .
back to work if Y '{9 I
I give you this - @
pay rise? - >
e i g
] i b
-"‘/ *r A ““mlﬂrﬂ

Organizations called trade unions (or labor unions) represent the interests of
workers with similar jobs. Trade unions support workers to make their collective
demands to their employer, and can help to organize strikes.

In most places, it’s illegal for employers to stop workers from joining a trade
union. As well as being a legal obligation, it also builds positive relationships
within a business if leaders respect union activities.

i)



78

Consumers and customers

The people using the products or services of a business are called
consumers. They are not always the same as customers, who buy
them. Businesses have very important relationships with both.

Later...

Consumers have power. If a baby hates one kind of baby food, the baby's parent
won't buy it again. The parent may also influence other customers, for example
by writing an online review. This, in turn, will impact on the business’s plans.

At Baby-Feast HQ...

BABY-FEAST.CO.UK

*
Baby refused to eat it %
> ¥
Bahby's least fave

*
Never buying again, complete waste

Delight. It's selling terribly and -

Let's ditch Pumpkin + Apple
the reviews are horrendous.
The best companies don't wait for feedback from consumers. They involve the

people who will be buying and using the product as they design it. See page 16,
about market research.



Sell unsafe
products

Deliver services to a
poor standard

Product recall

Sell products that are fakes,
such as a fake designer handbag

Advertise dishonestly
(see pages 48-49)

({_J' -
Product recall notice

If a business realizes it is selling
something unsafe, it may ask everyone
who bought it to bring it back. This is

REAL
&)
Instead of waiting for an accident Some Sony batteries ingige

called product recall.

Notebook op, Delt=

to happen, the business can limit the of ratel 1 COMPULers are at rigk
damage to its reputation, and reduce
the risk that it will be taken to court

by an angry consumer.

‘Consumers can - and do - complain to businesses

when they are disappointed.

But if a business has broken the law, consumers
can object to the government. If many people have
been affected, organizations supporting consumers
may bring them together to make a joint complaint.

These organizations also give consumers
information about their rights, and produce
independent reviews of goods and services.




Community impacts

A business impacts the people living around it: the local community.
This can be positive, bringing money, jobs and services to an area.

The local community benefits from Blenheim Road Theatre in multiple ways.

Performances provide Drama classes give local  The building has space
entertainment. young people skills and for community groups
- [ _opportunities. to mest.

Timber to build

TICKET OFFICE scenery is bought
: That's £12, please, | (0T 10¢al SUpPHers.

People coming to see shows buy food
- and drinks from other local businesses. l

= 3

1. A local business
atiracts customers to P ) :
other local businesses. 2. Employees have
~more money to
~spend.

2. Many local businesses 3. More money is spent
thrive and expand. in other local businesses.




But a business can also have a negative impact on a local community.

A business’s working hours can affect
family life.

Grandma! thra They're at work
ml[tm in the factory

again, dear.

back very late these

days since the boss
made them work

longer hours.

Will I see them No, they only get

A business can cause bad traffic.
The roads are gridlocked
these days. Aﬂ&lﬂﬂ

Thlame that new supe
im i e

Accidents can cause pollution.

This oil spill has ruined
everything! The oil is all over
our land and in our water.

! ' Hawmwgnhm—toﬁxh

..I-' ; . ! =)

‘Sometimes whole communities need
to move to make room for a business's
operations.

I miss our
lt‘mu m

I wish they'd
never built this
hydroelectric dam.

T— =S r
R

It's unethical for business leaders to ignore negative impacts on the local
community. It's also shortsighted; a business can be taken to court and forced to
pay vast amounts of money to a community for damage it has caused.

Some harmful businesses never even get off the ground. Businesses often need
permission from either local or national government to operate, especially for
major activities such as drilling for oil. A community can protest against plans,
making it less likely for a destructive business to be given permission.
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Chapter 5:
Making a product

To turn an idea into a product, lots of things
need to happen. Businesses have to source
materials - often from different places around
the world. They then need the right people,
tools and machines to make the product.
Finally, the product has to make its way to
somewhere a customer will buy it.

The challenge is to do all that quickly and
cheaply, while still creating a product that
customers love, and that doesn’t cause harm
either to people or the environment.



How stuff gets made

The process of creating goods and services is known as production.
There are lots of ways of making any one thing. So entrepreneurs
need to pick the method best suited to their product.

One of a kind In batches

When products are made one by Another way to make a preduct is
one, it's known as job production. in groups, or batches. It's generally
It works best for unique, one-off quicker and cheaper than making
products, where each customer has things individually.

specific needs.

We've just finished making

1 make one cake at a time, a batch of chocolate cakes.

from start to finish, Each We'll do a batch of vanilla
one is specially designed cakes next.
- for the customer,

Idon't need a
unique cake, This
one looks great.




One size fits all

When businesses produce huge quantities of identical goods in a factory with
specialized machinery, it's called mass production. It's expensive to set up, but
once you're up and running, it's a quick and cheap way of making things.

Wﬁ mnlm a million cakes in this The conveyor belt
every day. We do this by moves the cakes

ﬂﬁ.ng ‘the work into tasks. around the factory

for us, which saves

lots of time.

)

Once the system ...you can have

is set up, it's not a cake in any
easy to change s shape as long
the produet... as it’s round!

Mass customization

This is a way of producing goods that
I want the combines mass production with some

cheapest cake I element of customization.
can get.

Pake N aster.com

Add a personalized
message for free!

with a

cale, but
ﬁ'imnbﬂthtwith&




Th hl -
EOREE e The thread
designed in ) ;
the USA i s
Z Bulgaria.

The insole is

produced in
China.

The synthetic
leather is made
in Japan.

5
The lining, label,
shoelace and
fabric are made
in Taiwan.




Here are some reasons why businesses have global supply chains.

Good, low-cost The cheapest
materials workforce
Countries often specialize and Businesses can take advantage
become world leaders in making of lower salaries in some parts
something well and inexpensively. of the world.

Don’'t know, don’'t care

Global supply chains can bring jobs and money to poorer parts of the world.
But they also make it easy for bad working conditions to go unnoticed and
unchallenged by big brands and customers.

For example, here are some workers in a factory in Bangladesh:

Every hour I stitch the
seams and pockets on 120
‘pairs of jeans. I do that 10
hours a day, 6 days a week,

300 days a year.

r!.Lr_:L,-

If you're buying a pair
of jeans for $15, what do
you expect our working

conditions to be?

We're only paid §80 per month,
~ but that's still better than
what I was earning hefore.

Vulnerable workers making cheap
products for the rest of the world

need to be protected. Businesses can
help by making sure they know how
their products are being made and by
whom, and insisting on high standards.
Communicating that information then
helps consumers buy responsibly.

I always used to
buy the cheapest
jeans, but now
I look out for
ethical clothes.
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Making more with less

If a business can make things more efficiently - better, faster or more
cheaply than its rivals - it will attract more customers. So businesses
are constantly finding ways to improve their production processes.

Lean production

In the 1970s, engineers at Toyota, a Japanese carmaker, developed something
called lean production. This aims to cut costs by reducing different types of
waste. Here's what Toyota engineer, Shigeo Shingo, recommended.




Investing in
machinery

This system was
developed at Toyota and
is kmown as kaizen,
which means ‘change for
the better in Japanese.

Learning
from the best

Comparing your business
to others is known as




Easy to access

“Downloading the browser is really
straightforward. The instructions are
in a big, clear font, and there's an audio
version too. I'd recommend it to other
internet newbies out there.”

bk

Miguel, Canada

Customizable

“It's amazing! You can set the
browser up exactly as you want it.
If you want a map of the stars and
the latest volleyball news on your

homepage, you can have it.”

Rtk kk

¥i Wei, Singapore

Simple to get rid of

“This browser wasn’t for me, but at
least it was easy to uninstall!”

k&

Tku, Japan

Thoroughly tested

“An early version of the browser was
released for experienced computer
coders. So I was one of the first to

test it and point out problems. I loved
being involved in the process.”

bk

Nina, Germany

Helpful team

“T couldn't work out how to customize
the toolbar. I messaged the help team
and they got back to me really quickly.
They've been trained to be friendly AND
helpful. Thumbs up.”

Pkt

Adaeze, Nigeria

They listen

“I wrote in to complain about
download times. Thanks for
apologizing and fixing the problem!”

& &

Oliver, Ireland




How much quality?

Quality products cost more to produce. So businesses have to make sure that the
customer is willing to pay for it. Sometimes, it makes business sense to sacrifice a
little bit of quality to save on price.

This porridge is very Thi idge is delicions This porridge is
cheap, but it's cold and s pocrivige [s e ouk perfect! It's creamy,
watery. I'm not sure

T'll get it again.

hot and affordable.

Quality products that don't last forever

If a product lasts forever, customers won't ever need to buy a new one. So
businesses often produce things they know will eventually look out of date, break
or be overtaken by new, better versions. This encourages customers to buy a new
product a little sooner than necessary. It's known as planned obsolescence.

|

I only bought this last:
year, but it's already
slowing down.
Pff, I'll have to get &
TEW OTiE NOW.
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Production failure

If production isn't properly managed it can have terrible
consequences. For example, the Aral Sea in Central Asia has mostly
dried up because of intensive cotton production. The lack of water
1s bad for people, animals and businesses too. Without water it's

hard to grow more cotton.

Who's responsible?

I needed a cotton
T-shirt, so I bought
a cheap onein a
fashionable store.

Consumer
m There's huge
St demand from the
L global fashion
& industry for cheap

cotton, If we didn't
provide it, someone
else would!

Alh

Cotton producer

My company sells
T-shirts made
from Central
Asian cotton
because it's cheap,
which is what our
customers want.

Government official

-
Fashion business

Cotton is one of
our main sources of
revenue, It's really
important we keep

producing cotton,
and lots of it!

It was the decisions of businesses, consumers and governments that led to the
Aral Sea drying up. Fixing these kinds of problems is tricky, when so many
different people and organizations are involved.

The challenge for businesses is to balance satisfying consumers at the same
time as producing in a sustainable way. That means cutting down on waste
and pollution, and using natural resources responsibly. Sustainable production
means production that doesn’t harm workers or communities.



Sustainable production
One way of producing sustainably is for a business to plan all the stages of a
product’s life cycle right from the start.

Haw can it be desiqred to
> generate the least waste dnd use
the fewest resources?

L5 1IC] Where from?
._/ ati What's the
;. = impdct an the

environment?

On peaple?

Recycle? Callect
and reuse materials
to make d new
product?

The whole
product life
cycle

Who wakes 117

Easy to repair Haw? Is it
dnd wdintdin? ddnﬂeraua?
Daes it use
energy?
Haw wmuch?

N
How i5 it trdnsparted? How Far?
Haw much Pallu‘tian does that credte?

What kind? How such?
Haw do you dispase of it?

For example, here’s how this sustainable shampoo from
Lush, a British cosmetics brand, compares to most ather
shampaos you can buy:

: !\M - More
feml 3 ﬂ expensive —
i m ~ each bar costs more to make
: i ‘than the average buttle,
Shampoo Lush shampoo
ina hur-lttle bars . it sells at a higher price.
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Chapter 6:

Growing the business

At the beginning, all a business needs to do is
survive. But if it all goes well, it should start making
a profit. The next step can be to use that profit to
grow and make more money. Usually this means
growing in every way: hiring more staff, making more
things and moving to bigger offices.

Growing is risky as it can cost a lot, but being
bigger has lots of advantages, such as getting better
deals from suppliers and the power to set prices.
And ultimately, bigger businesses tend to make the
greatest profits.
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Bigger is better
If your business is doing well, it can be tempting to change nothing
and keep 1t the same size. But this means missing out on some of the

advantages of being bigger...

w

96

Daisy, you should seriously consider
growing yvour drone business.

Well, first of all, your
costs will be lower. I've
seen it firsthand with my
hotel business.

Costs are spread more thinly

Suppliers tend to give you better
deals the more you buy. when you produce more.
q
l Number of Price per a_m
cartons carton ":"b'?
1 £3 S
50 £2.75
< 100 £250 The hotel computer system
; - costs the same for me as my
: smaller competitors. But I

divide the cost between more
bookings than they do.

I pay less per carton than smaller
hotels that only need 50 cartons.

And because each night's
stay costs me less than it
does my competitors...
Exactly! And more gnests
will choose my hotel,

because it's cheaper.

v #1 - : - l . > §E | ¥ |I| i
It's often cheaper for a big business to do something than a small business. This
is known as an economy of scale. So bigger businesses can set lower prices but

still make a profit.



How to grow

Businesses can grow by producing more of the same thing or selling new
products. This is known as growing horizontally. Or they can expand into
another area of their supply chain, called growing vertically. To do this they may
need more staff, a bigger building or more machinery - all of which cost money.

Towards
suppliers
Daisy could buy the factory that produces drone "l: 2 '1
parts. That way, Daisy would control the quality
of the parts and get them more cheaply, too. J
She could also sell parts to other drone builders. ’,'
s
Daisy could expand her factory to : X
make many more drones and benefit J
from economies of scale, o
-h.
8 Horizontally
E i
-]
-
Daisy could try developing Diversifying helps to
and selling new products, mg“gf “?k]'] fales of nnfe
5 Toduct m make up for
such as DIY drone kits, k falling s:iges of a.nothgr.
drone-flying courses or
drone-flying events. This is
known as diversifying.
Daisy could open her
own drone shop, to sell
her products directly
Towards to customers.
customers
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Catching a unicorn

Some new businesses grow extremely fast, reaching a value of a billion
dollars in just a couple of years. These kinds of businesses are so rare

that they are known as unicorns.

.“?-e" T'm Li Jie and I'm in my last year of school, After class,
=9 I drop my friends off at their homes in exchange for a.
small fee. Their parents can save on time and petrol.

My ride-sharing service is so popular,
I know there's a huge market for it.

How could I turn it
into a unicorn?

Year 1 Year 2
Technology Get funding
Businesses that take advantage of The more money you raise from

investors, the lower you can push your
prices. This helps win over customers and
pushes competitors out of the market.

new technologies can reach lots of
customers quickly.

Instead of being a driver, why

don't I connect other drivers 1 think your app is going to be huge
Wﬂhﬂ?:f:l]!lwq Iﬂht“;ll'}:li Li Jie! My company will invest :
app ows people 0. millions, which will pay for the app's

shared car rides. expansion into cities around China.

P

n\%ﬁ z_,_' ’
<

iy



&« Two years later, Li Jie's
.~ company has become a ﬁﬂ.
A\ W unicomn, It's been valued
o) at $1 billion.
4 redlan vl
L il ) L Y )

k
E
&
E
=
uny

Buy Keep innovating

A quick way to get lots more Even the most successful businesses
customers is to buy part of or all of need to keep evolving to stay on top
a competitor's company. of the competition.
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Selling abroad

Selling to other countries is a good way of growing and reaching new
customers. But what works in one place might not work elsewhere.
To get it right, businesses need to research the new market. Will
customers like the product? Where will they find it? Is it affordable?

For example, this book was written in the UK but is sold all around the world,
sometimes in English but often in other languages. Here are some of the things
the writers, designers and sales team had to think about:

The text might take

up more space in Will people relate to REAL
other languages. Is these business examples EXAMPLE
there enough space? in other countries?

T
L.

g gv eI

Are any of the Does the diagram make sense
Is this affordable images offensive in if the text reads in another
in every market? other cultures? direction? For example, Arabic

is read from right to left.

To have the best chance of success, a product needs to be tested on customers of
the intended country and adapted accordingly.
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Sometimes a product just won't work in another country. People may not want it
if competitors in that country are already just as good.

Sy = @ |
an o wma [
. N T
A
=

Getting it there

It often takes a lot of time, money and paperwork to get products out of
one country and into another. So after taking all those things into account,
businesses need to decide if it's still worthwhile.

1. Leaving
the country

2. Entering a
new counfiry




Floating the business

Businesses need to spend money in order to grow. One way to raise
a lot of money is to allow anyone to buy shares in the business. This
is known as going public or floating on the stock market. Once
someone buys a share, they are called a shareholder.

Stock exchanges This map shows the biggest stock exchanges
g
around the world.
Shares are sold to
the public through Hew Yotk Lurég?;llstgck
marketplaces called Stock 2
stock exchanges Exchange

(‘stocks’ has a similar
meaning to ‘shares’).
After buying shares
in one business, a
shareholder can later
sell them on the stock

exchange and buy shares NASDAQ stock Shanghai Stock Tokyo Stock
in a different business. market Exchange Exchange

Publicly owned businesses must have limited liability (see page 27). After going
public, the business is called a public company, public limited company or
corporation. Most of the world's biggest businesses have publicly owned shares:

$5%.com Biggest 10 companies in 2017 by revenue:

. Walmart, USA - retail 5“;?:’-*‘“? I“’“d”
. State Grid, China - energy Er:ml,l:s"g citad
. Sinopec Group, China - energy

. China National Petroleum, China - energy

. Volkswagen, Germany - cars

. Royal Dutch Shell, Netherlands - energy
. Berkshire Hathaway, USA - finance

. Apple, USA - technology

1
2
3
4
5. Toyota Motor, Japan - cars
6
7
8
9
10. Exxon Mobil, USA - energy

But floating in itself doesn’t make a business huge. A business has to reach a
decent size and stability before many people will want to buy shares.
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To float or not to float?

Once a business goes public, it must share more information about itself. These
are some of the things that it has to do.

Reveal any plans to Announce new Report profits
be taken over by product launches or losses several
another business. in advance. times a year.

It can help a business's competitors to know this information, which is a

downside of being publicly owned. So even very large businesses may choose not
to float.

What's the business worth?

When a business goes public, anyone can check its share price on the intemet.
If lots of people want to buy shares in the business, the price goes up. It goes
down if lots of people want to sell their shares.

Share price is used as a signal of how well a company is doing. When share
prices go up, it’s good for the business.

-
ﬂ'l:» = Easier to attract V.
s Sl private investors L. ‘f:}'

.

p
/ Increased public profile, which can !Q Easier to get
= lead to increased product sales e '} loans from banks

But if share prices drop, the opposite is true.
Shareholders don't like it when share prices fall. If they are very unhappy, they

can use their power to demand a change of management. So it becomes a priority
for managers to keep shareholders happy.

Good publicity

e& THE DAILY /2o

Scandal “DATA FROM 80 MILLION

If a business is hit by scandal, share FACEBOOK USERS SOLD
prices often fall. For example, when news —
broke in 2018 that Facebook users’ data C\THEDAILY /%2o-—=
had been sold, Facebook share prices FACERO ——
plummeted. Then Facebook had to deal AT G—YEi]f{ i}éi,lfﬁ PRICE

with the reputational damage from both
the scandal and the fall in share price. ol



Too big to run?

There are disadvantages to being bigger, too. Eventually the size
of a company makes it harder to keep track of everything.
For example, here are some of the problems.

It's difficult to communicate
effectively with thousands
of employees.

Hey, you down
there! How was
your weekend?

When a company gets

bigger it's harder to
control waste.
Good, thanks!
‘Who are you again?
Which manager
approved the ping
pong room?

People can feel
unappreciated and isolated
when they work for a huge

company, so they become

le ductive.
ss productive Coordinating hundreds of

suppliers is tricky too.
Nobody even notices if
work hard. Pfff, what's We needed this
the point of trying? delivery last week!

Oops, sorTy.




Too big to be fair?

A company can grow so big that it becomes the only supplier of a product. This
is known as a monopoly. The problem with monopolies is the amount of power
they have. For example, a milk distribution monopoly could decide to charge

high prices to all customers. They could also pay dairy farmers a very low price.

We'll buy the milk from the farmer for b0p and sell it to the customer for £5.

You can't pay us that! That's too low! I can't afford that! It's too expensive!

Take it or leave it. You've
got no choice, hehe.

% ®» 2
1 e i
wﬂ R ¢

Supplier Monopoly Customer

So most governments make laws against monopolies being formed.

Is growth worth it?

Growing a business takes money, time and effort. So entrepreneurs need to weigh
up whether the extra money or satisfaction they expect is worth it.

Risk
£
How much will it cost? Fu
How long will it take?
How much work will it be? Reward
How stressful will it be?

How much extra money will you make?
In one month? In one year?
Will it bring you satisfaction?

'-r.
bl

Some entrepreneurs don't want fo change their lifestyle, so they decide not to
grow their business — and that's ok too.



Too big to fail

When a company is really big, lots of people, and even other
businesses, depend on it for jobs and revenue. So if the company looks
as if it's about to fail, the government might decide to lend it money
to prevent jobs from being lost and other businesses from failing too.

For example, if a bank, Bank A,
muns out of money and collapses...

My business lost all
its money so I've
had to shut it down.
Its customers B
e business
will lo?e the. work for shut, so 1
money in their lost my job.

bank accounts.

T've lost all my
money so I can't
repay the money

we borrowed
from Bank B fo
More people will lose their : buy our house.
jobs and savings and won't More businesses
be able to repay their loans shut down...

to other banks.

.
N

s P

Aaah, we have o Y '
0 o thi - - &
vicious spirall
With people not

Eventually, Bank

-\.‘.'.I

B will run out of ) > repaying their loans,
money completely, mf;;ﬁﬂ&‘fﬁ; i Bank B will start to
and collapse. we're queneing up o take our run out of money.

money out before it runs out.

BRI
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Your risky deals cansed this
mess, but we're so worried
about the consequences that
we'll rescue you anyway.
Don't forget to pay
us back one day!

Many people protested against the decision to save the banks with public money.

1

Whose money?

J
|;f Our money!







Chapter 7: :j
The bigger picture =

By now, you'll know lots about how businesses
work. But the chances of a business being successful
may depend on many things you can't control: the
economy, the government, even the weather.

This chapter explores some of those factors and how
businesses can adapt to them.
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Infrastructure

Things such as roads, electric cables and schools are together known as
infrastructure. Without them, businesses couldn’t distribute products around a
country, connect to the internet or employ skilled workers. Usually, infrastructure
1s taken care of by government and paid for by taxes (see page 58).

Property rights

If husinesses don't have the right to own stuff, usually calledproperty
rights, it's difficult for them to compete fairly. This includes their goods
but also their ideas.

Most countries have laws to stop inventions and ideas from being
stolen, copied or sold without permission.




Corruption

Business people and politicians sometimes act dishonestly in order to gain
power or money for themselves. This is called corruption. It gives an unfair
advantage to some businesses over others, so governments make rules to stamp
it out. Corruption can take many forms. Here are just a few.

'annﬂiat.,_;intma’é

Hmmm! A new railway
station is opening in
2025. I'll open a branch
of my business right
next door,

Red tape

Government rules can stop businesses from cheating customers. But excessive
tules and regulations slow businesses down - because it makes them spend so
much time filling out forms and getting permissions. This is known as red tape.




Supply and demand

Businesses thrive or fail based on their ability to make money.

How much a business sells depends on how much it makes available
to customers (supply) and how much customers are willing to buy
(demand). In turn, supply and demand affect prices, like this.

3}-_\,( Trisha's Flowers )L-K

 can charge lots, too.

Tt supply is low, businesses
‘can charge lots.

Limited edition

£10 lilies - Popular for ='W
rare orchids: £25

Mo ther 5 Dag

If supply is high, businesses need

: If demand is low, businesses have
to charge less to sell their supply.

to charge less to tempt customers.

in season bulbs
£1.9% each

Mid-bloom flowers half price!
£2.99 gach

Managing supply and demand is tricky, because lots of things are constantly
affecting them. Here are some examples Trisha has to deal with.

L always try to predict
changes to supply and
demand. I constantly
adjust what I stock and
how much I charge for

When iﬂm.petitnr e e
prices, mm*s ‘become more
‘expensive in comparison. So

demand for her flowers gueaﬂnwn
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Strong and weak economies

The economy of a country is made up of all the things people make,
sell and buy from each other. Whether the economy is doing well or
doing badly has a big effect on supply and demand for any individual
business, too.

If people are making, ]Juy]ng and
selling lots, the economy is said
to be d-::lmg well.

s
Eﬁuv an's ﬁ- SEL
e .'.
Y g People have
& jobs and money

to spend...
':_)\'

-

People feel confident
about the future...
My pay will 1 should save my
probably increase thm““}' 1 uasst
this year! £ SOONIOINY FOkh
evell Worse.

Recession
If the economy does badly for more than six months, it's known as a recession.
Not every business will do badly - supermarkets selling at cheap prices might
even do better. Governments and national banks try to prevent recessions, and
bring countries out of recession.
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Fixing business

A community can be home to bad businesses. In some cases, the
problem sorts itself out:

] Siioethat attich it Some time later...

demand has fallen drastically and
we're losing lots of money.

Dirtiest leisure centre
in Britain revealed:
Bogill Pool and Gym

A fall in demand sends a signal to a business, which can encourage them to
improve. But often it's not that simple - and the government might need
to intervene.

We hate this Y JIMD
nightclub. It's so
noisy we can’t sleep!

We don't uw """ We still
n’aﬁd lcm 3
:ermmg 1o ﬁﬂ

If a problem doesn't affect the consumers of a product, demand and supply can't
fix it. This is known as market failure. So the government has to step in.
For example, they might force a nightelub to move away from people’s homes.

Sometimes the government Wind farms provide clean sources of energy, but they're
steps in to encourage mﬂmﬁnﬂﬁ Wmﬂ is E-’Wi“lf grants
businesses to produce 5

things that are good for

consumers or society.




Tax incentives

Governments can put a tax on  op the other hand, by

cars that use lots of petrol. reducing taxes on electric
By Tl'fﬂhﬂg them more . cars, the government can
expensive, it djsc?urages people - encourage people to switch
from buying those cars. - g less polluting cars.

Consumers don't always have enough
information to know which products
cause more harm than others.

To help, a government can force
producers to put more information on
a product label, such as the distance
the product has travelled.

Worldwide agreements

Pollution is a worldwide
problem - it doesn't stop
at a country's border.
What's more, polluting
businesses sometimes
operate in more than one
country. So to tackle the
problem, governments from
around the world have to
work together - but it's
not always easy to agree.




The cost of money

Businesses and consumers often need to borrow money from banks.
They have to pay to borrow money, because banks are businesses
too, and money-lending is one of their services. The price to borrow
money is called interest. The amount of interest is called the
interest rate - and, just like other prices, it changes all the time.

We're Wanesido Citybank agrees to lend the business

developing a borrow £100,000 £100,000, at a current interest rate of 10%.
technology to to get our
grow diamonds business started. e —
in a lab. : 10% of —%% .
5 £100,000 is | 'g
olls £10,000 £100,000 /
L : E=
v Diamond &
. SoSons will have to repay
& i £100,000 plus an extra £10,000, which
: is £110,000,

The business has decided to repay the amount in chunks of £1,000 per month.

—— s [— — —r— —nr—

£1 lJlJl‘.l,i' L£1 l:lllll.'ll:r £1 DOO =‘J£1,IJIJIJ !Lﬂ 'tI'OtIrr £1 OIJIJ £1 IJiJB,! !£1 lJDUlIﬂ,IJIJIJ £1 O'DIJJ

F ap 7
UIJEJ}E_I.OOO .'ES_-'T‘L OUBJ I_El"EllJl] | LEL) DOOJ.£1 000,/ E.’i IJIJJ

e e e T

-'-h-—~— J— =]

iﬂ,tm,llﬂ uud;hﬂ mu'_ﬁ 000 gii—'_l -:m r 000, an1 uuu.‘;i_ 1,000, [£1,000, m-uym uun!

— e I 1

!£l,000 Jilﬂﬂﬂllﬂ,ﬂﬂﬂ rf£l Dﬂﬂ]aﬂﬂﬂﬂl[f_lmﬂj.f_l IJDI.'II 3 i
sl Tl ST Rekd Is going to take us
% 1 i : al: ' 110 months, or about 9

1000 1,000 1,000 Eet.000ferio0o a0, it ol ael

—=——Tp —“-1|~._

£1,000, £1,000 ,' £1,000 £1,1 uuui" £ m}fﬂ -ﬂﬂl:llrl.l':El uul:j'i'

— IE— —r i
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When interest rates change

In many countries, a national or central bank is in charge of the central
interest rate. It's typical for the bank to raise or lower the rate a few times

each year. Other banks who have borrowed from the central bank usually

adjust their rates, too.

S THE DAILY /25
@ S\THE DAILY 29

Massive tise in interest ates
___"

| g
p————

=

|

—

Businesses

The interest rate has
increased from 10% to
175%. So now we have to
repay £1,700 per month.

We'll have to find a way

Why don't we move to a smaller
lab so we pay less rent?

et
-
- u
==

e
e e
—
—

Consumers also borrow from banks

to buy big things, such as houses or
cars. So when interest rates rise, their
repayments go up. To save money,
they might have to cut back on
expensive or non-essential things...

~
luxu,r},r
f Eﬂﬂhﬂa
New cars

i

So, businesses selling luxuries can lose
customers when interest rates go up.

Holidays

Governments and central banks don't change interest rates just for fun. They
are trying to keep a good economy strong, or to recover from a weak economy
(see page 113).

It's a good idea for all businesses to follow the news about anything that will
affect them in the near future, especially changes to interest rates.
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The power of technology

Breakthroughs in science lead to new technologies, then new products
and even new ways of doing business. Here's an example.

DNA and data

DNA is a part of your body that contains a coded ‘instruction manual’ for
how your body builds itself. Scientists have found cheap ways of reading an
individual's DNA code, which has created all sorts of business opportunities...

23andMe

By analysing their

; customers’ DNA,

DNAFit W7 this business can
warn them if they
are at risk of some
particular diseases.

This business promises
to improve customers’
diet and fitness based
on their DNA profile,

AncestryDNA With permission from

This business reveals b f their customers, these
customers’ unknown businesses can share
relatives, and where ) ) their findings with DNA
distant ancestors \ 4 researchers. This could
came from, just by lead to more scientific
looking at their DNA. ' ; breakthroughs, and more
' . business opportunities.

Technology challenges

New technology often presents big questions for society. For instance, if the
technology exists, should parents be allowed to change their child’s DNA to
make them more intelligent or beautiful?
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Rise of the machines

When machines do tasks that humans used to do, or that humans can't do, it's
known as automation. Businesses that invest in automation can often employ
fewer people and lower their costs. That's because unlike employees, machines
don't need salaries, time off or pensions.

This pizza business has automated its production process to make it...

As a result, human employees lost their jobs. When this happens, businesses and
governments need to help people retrain and find a new job.

But automation doesn't just destroy jobs, it can create them too.

Nobody knows for sure if increased automation technology will lead to fewer
jobs overall. Currently people are still better than machines at all sorts of things
- from writing a song, defending a victim in a court of law or building personal
relations with customers, to fiddly jobs such as stacking books onto a shelf.
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What now?

By now, you will understand what a business is, and how businesses

fit into the world.

You may be a more shrewd customer,
able to spot clever tricks that
businesses use.

The deluxe option is ridiculounsly
expensive — this must be decoy pricing.

Bagio Btaondard Deluze

'

£2000

" =
] y W .
e ol

i

o

——

You will have the basic information you need to start your own business, if that's

‘You might have ideas about how
‘to encourage businesses to be
more ethical.

I'm only going
to buy these if
the business can
guarantee the
workers were paid
a decent wage.

what you want to do. If you are feeling nervous, remember these things:

You don't need to have any particular
personality to run a business. You
only need to want to run a business.

I'm quite shy,
but I was so
determined to
make money
that I made my
business work.

You don't need to know everything
about running a business before you
start, and you don't need any formal
qualifications.

I started my app
company when I was
14 and learned how
to run a business
just by doing it!

You can use things you've leamed from
being a customer. Copy things that you

Ugggghhh...I hate it when a
business sends too many emails!

liked, and avoid anything that put you off.

<.




You don't have to take huge risks. You can
start modestly, test your ideas and plan

realistically.

When I realised my
magazine wasn't making
money, I cut my costs to
make the business work.

It doesn't matter if the first business you try doesn't -
work out. You can learn from what went wrong, e
Remember Thomas Edison, from page 627 i

I failed with lots of
business ideas, but I struck
it big with my light bulb!

If you want to start your own business, you could start with some

of these activities:
Join a scheme that offers support and
training to young people interested Look for bargains in second-
in business. These are often called hand shops, then try selling
them on for a profit.

Young Enterprise Schemes or Business
Achievement Programs. Ask if there is one
at your school or college, or search online
for one in your local area or region.
Sell to your friends
and family.

Make something simple and sell it.
It could be keyrings, or earrings —

or anything!

Rent a stall at a market.

Open a shop on an online marketplace

Get to know local such as eBay or Etsy.

business people and

chat to them about

how they run their
businesses.

Read the business section of newspapers,
to learn more about why some businesses
work and some don't.
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Glossary

This glossary explains some of the words used in this book.
Words written in italic type are explained in other entries.

accountant a professional that
businesses pay to check the
accuracy of their accounts.
accounts records of a business's
costs and revenues.

advertising telling people about
a product, for example on TV or a
poster. Usually the business pays
for this type of promotion.

bankruptcy when a person is
unable to pay their debts, and his
or her possessions are sold off to
pay back creditors.

Board of Directors a team of
experienced people who oversee
the running of a business and

hire and fire the CEO.

brand the identity of a business,
displayed through everything from
its name to its packaging materials.
business plan a document that
describes a business in detail,
usually with the aim of raising
money from investors.

cash flow money that goes in and
out of a business regularly.

CEO short for Chief Executive
Officer, the most senior person in

charge of running the business day-

to-day. Sometimes called an MD, or
Managing Director.
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competition a rival business that
might attract customers away from you.
consumer a person who uses

goods or services — not always the
same as a customer.

costs money a business spends before
it can sell a good or service.

creditor a person or business that
loans money to another business.
customer anyone who buys a product,
even if they don't use it themselves.

data information, especially about
people and the things they spend
money on. Some businesses provide
services in exchange for data rather
than money.

diversity a range of different
backgrounds and perspectives.

efficiency making a high quality
product quickly and cheaply.
employee someone who works for a
business, but is not in charge.
entrepreneur someone who runs their
own business, or is starting up their
own business.

ethical business any business that
puts time and money into protecting
the local community or environment.
exporting sending goods or services to
another country to sell them.



firing when a manager tells an
employee that they can't work for
that business any longer.
franchise a new business that pays
an existing business to use their
business model.

funding money needed to start or
grow a business.

good a physical thing that a
business makes and/or sells.

grant money given to a business
that doesn't have to be paid back.
growth when a business gets bigger,
for example producing more and
employing more people.

hiring when a business employs
SOMEeone new.

importing bringing goods from
another country to sell in your
own country.

interest extra money you have
to pay back to someone you have
borrowed money from.

interest rate the proportion of a
loan that is charged asinterest.
investing putting money into

a business, hoping to make

a profit later.

investor a person, business or
organization that invests in a
business.

liability the responsibility a
business has to pay back any money

it owes to ifs creditors.

limited liability only the business
is responsible for paying back money,
not its owners.

unlimited liability the business
owners are personally responsible for
paying back any money it owes.
liquidation selling off the possessions
of a failed business, in order to pay
back creditors.
loan money given to a business that
has to be paid back.

manager an employee within

a business who is in charge of

other employees.

market the potential customers that
may buy a business’s products.
market research finding out

what your market actually wants or
doesn't want.

marketing ways that a business
persuades people to buy its
products, for example through clever
pricing and promotion.

markup the price increase when a
business buys a product at one price,
but sells it for a higher price.

MD see CEO

micro-business a very small business,
with fewer than ten employees.
monopoly when a business is the
only provider of a good or service.

PR when a business influences what
the public hears about it, for example
by getting coverage on TV. Short for
‘public relations’.
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pricing deciding what a product
should cost.

product anything a business sells,
whether it's a good or a service.
production the process of making
goods and services to sell.

profit any money left over

after a business subtracts its costs
from its revenue.

promotion publicizing a business’s
products to encourage people to
buy them.

public services things such as
roads, provided for everybody by a
government, and not by a business.

retailer a business that sells

goods to consumers, for example a
grocery store.

revenue money that a business
receives from selling its products.

service an activity that people pay
a business to do, such as cleaning.
shareholder someone who owns
shares in a business, and can
receive a portion of any profits.
shares parts of the business that
are owned by different people.
sole proprietor a person who is
the only owner of a business and
can keep any profits but is liable
for any losses.

startup a new business, including
a business that may not have begun
selling anything yet.

supply chain the set of businesses
that one business relies on to
produce goods and services.
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sustainability when a business or
group of businesses ensures that their
production methods do not harm the
environment.

taxes money that individuals and
businesses pay to the government, to
be spent on public services.

trade union an organization that
supports employees to demand
better working conditions from

their employer.

unicorn a startup with a value of
more than one billion dollars.

wholesaler a business that sells large
amounts of goods, usually to aretailer.
workers’ rights rules about how
employees should be treated, including
the right to form a trade union.



Usborne Quicklinks

For links to websites where you can find out more about how
business works, with videos and activities, and tips on how to start
your own business, go to the Usbome Quicklinks website at

www.usborne.com/quicklinks

and type in the title of this book. Please follow the internet
safety gquidelines at the Usborme Quicklinks website.

Here are some of the things you can do at Usborne Quicklinks:

® Play games and quizzes to test your business skills

* Meet young entrepreneurs who have started their own businesses
* Take a virtual tour of a factory

» See inside the New York Stock Exchange in the USA

Amazing!

125




Discover the rest of
the books in the
For Beginners series
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