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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 .. 

TOWN 
===;] BANK 

... l website. 

BUYSHOES.cOH 



· .. a factory. 

Th .... art 700 
III worllinlf ill 

Ihil fr.ctol')' . WI' ... 
• 1UdIwI..a..d .-. 

Mn.1 bulin ...... , 
like my lui .. rviee , 
employ f .... r tb&ll 

\en employ_. 

Whal 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. 

- --
A product can also be an action, 
such as delivering groc!'ries or 
cutting someone's hair. This is known 
as a service. 

II', lim. for 
• baircut l 

Some businesses off!'r products that 
are a mixture of goods and services. 

www.l ea rnfr en ch .com 

a service 
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Why do we need businesses? 
Imagine a world without businesses. You'd have to make or get 
everything you needed by yourself - and everyone else would too. 

Here's an example of a n~d : 

a chocolate cake. 

You do,,'tllHd 
cake! You need a 

winter coal. 

II', ",ill called • 
'DH<i' oven if il'. 

juot IOm.thing you 
It'&IIt to have . 

Most people can imag ine baking a 
cake by themselves. 

Ingredients 

'''' Flour 
Buller 

Chocolate 

But imagine having t o make and glow aU t he ingredients as well. You'd have t o .. . 

... find a hen and 
collect its eggs. 

'" 
" 

I'~l( 

... grind coma ~ans to 
make chocolate. 

... chum milk 
into butter . 

. .. plant wheat and 
mill it into floll! . 

Iilmm, "iii might 
tak .... bile . 



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 wheal 
on my farm 

and . ell il to I 11::....... flour mill. 

Tho milk from my ""WI 
iI lold in local . hopl . 

I couidD'l ba ... mad. 
my cab withoul aU 

\hau bulin ...... 

Each ~rson sells their 
goods or services, and 
uses the money to buy 
other things they need. 

I make money 
from wriling 
recipe boon. 

Woproduoo 
cbocolate 

and sell it to 
. b0p". 

I get paid 10 install oven. 
inlo poopl.' , bom.l . 

~ 
I 

• ----

And now I could ...... 
r\.art my" .... b!llintu 

making and Hlling 
cabl . Then I could lIH 

lb. 1II01IIy I mlb 10 
buy a winler coal . 

7 
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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. 

Supelmariets 

Shelter 

Food 

R.staUJants 

Cotton 
fall'" 

:fJ".,-"":'" 
Zip factories • Enargy 

CIDthes~ 
~;:"";""":~ 

Oothfl 
factories 

.," 
designers 

TailoJS 

Travel 

~, 

mechanic. 

,­
shops 

Models 

"~. 
manufactUItlS 

, ,., 

Recycling 
facilities 

--

Cleaning 

• 
• 

Food 
scientists 

OHnen 



• • t. 

"'"'' ""-

Internet 
pJOviders 

.. 
Gallerie. 

Movie 
make .. 

Communlcallon 

relevision 
companies 

Mail de!.ive'Y 

... but not quite everywhere 
Some goods and services ale 
provided by governments instead of 
businesses. This might be because 
the government has decided to make 
something available to everyone­
whether they can pay for it or not 
- such as healthca:re, education or 
street maintenance. 

St, ... ! lighting 

' .................. . 
Street 

maintenance 

Road , epair '"~ clearance 

Museums 

.. ... 
Culture _ 

• 

Athlete, 

'" prize. 

Musie 
fes tivdls 

newspaper editors 

Mobile phone 
manufactureIS 

Could I get dolhe. 
for frill? 

No. bul .ome 
olher things are 

often f",e. 

Education 

9 



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 .. 

................ --;-lcaD'tbuyyou~ .................................. ., 
I want a bptGp on. - they an 100 Whydon'll , tart a bUlin . .. 

"" much. upen , in ! wuhing c . .. , Ii I wa, h four can 
a we.k, I'll lave enough for a 

laptop in IiI monlh. ! 

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

Then'. nowhen 
to gel water 

oft. r training! 

It'l annoying when 
we're thinly from 
running around. 

W. can buy.""b drink for 5Op. 
LoI'.aelllhem for70p and 
make a 20p profit on .""b. 



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

.... 'h ..... ..... ,..r 

\ 

--"~ 
Whenevel you "'" 

this symbol. it me""s .-/ 
the exomple is about 

a leal business. 

Blandon Boynton, 
a 16-yeaJ-old tram 

Indiana. USA 

Some entrepreneurs get a buzz from turning ideas into products 

0... day "'11Choo1 baI 
..... !&t. 1l1li .. y panll" 

WH'I nry ororTW, 

It ,I" ... tho Idol for ... 
"PI' u.at tr&cU tho .. hool 
bill, 10 panll" 0&11 -' 
thou Iddl It tho buI """ 
It oucUytho rigbt limo, 

It f. h ..... t to _ 
my idol. UO.....p.. Tho 
" pp, caDoc! Loa"". 
II .. IIOW ...,11 prilH 

&lid l .. nI •. 

S. Arjun. d 12-yea:r-old 
tram Chennoi, 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 





Chapter I: 
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 

is 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 



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. 

Cd.d tr , ~b .. 
pr oplr (ould hrrr 
.. r t or p~rlrt;? 

Wllctl ~"' I JU~ dt 
t\lctt 1o_tOM .. ~ht 

f'4~ Ole ror? 

11'0" could I co .. biM 

WMt 401 I doiflj 4lredd~ 
tilctt I could convince 
ptople to 1'4.'1 .. e hr? 

"'.'t Ui/ll "illl ~ .. eo"e 
the') to "4Ke d fMUltic 

j>"Oduct or ltNice? / -, 

M9 \rlhr hOI d Cdr ~nd 

I "'d~r t dlt~ bunl .. 
bun dr l, vtr~ ,o"Pdn~? 

M~ frrtnd con draw and I' ", 
jood ... lh co"putrrl ... dr l'lnr"j 

and pr'ntrnj yrrtrnj cor \1 



Could J co .. bi"e 
t ... o e~,d,"j 
producu? 

A brr~Hdlt kid dt 
thr lehool j~trl 

Guodrd tourl 
Ot thr to ... n 

Ho ... uul~ J 

i.pro~e 0" e~,d'"j 
producu ~n~ 
~Nicu? 

Grt hold Ot loft 
dro nb ehrdr~r th~" 

thr ioed lhop 

WMt buy -.e? 11'0-00 
could ~ bu),"eu ~,~ ,t? 

• 

= .-

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 
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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. 

1' .. . &1.10 .... 
I Ian rpky load ..wi 

I loTI popcIIlD. 

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 
people together that have something in 
common. For example, they might aim 
their goods 01 servi~ s at people who live 
in one specific place, or ale of a ~rticular 
age, or who have a similar income. 0 1 who 
shale a hobby. 

I'm a froaneial 
advi ... r in Tokyo 
IUIdmymlU"tel 

i. exlremely rioh 
P""'pJe in J apan. 



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. 

Ifs better to .... k qUestio;,'~':';":::~~:::~:;"; I howeve, they like. If you ask d 
"do you like my idea?". 

Oh dear! _0 0,", ..... b 
IhoIpicJ a. ...... r! 

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 
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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 ale some of them. 

1. An independent loea! shop 

a supermarket 

~~ 

2. An online 
store 

Goh nice. i. tht 
handmade by Ih. 

d •• igner1 

Today, I'd ralher buy 8 
t .. ly lunch thaD 8 now 

T-. hirt. I only have monoy 
for one or tb. olher. 



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. 

Spedal offers 

( 
PfOdur!s made from ) 
npen,;ve materials 

Original Of 

creative d~'ign. 

Different 
style, 

Che.per or more 
e%pen,;ve options 

available 

Friendly ,taff 

l1erible .. ~, to buy. 
e%change and ,etum 

pJOduct. 

Lower 
prices 

A higher 

Basic OJ eve'Yday 
options available 

PlOdurt ion which 
re'peel. mirnal,. 
WOlke" and the 

environment 

PJOdurts tht last a long time without falling apart 

A wider range 
or praducts or 

. ervlce. 

An option to tailor a 
service to a custom.f. 

specific n •• d, -_ ...... -
Service. available any time 

of the day OJ week 

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 cust omers, you either need t o 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 ~noth'T business ~lready 
selling whlll you want to sell? 

NO YES 

Hiqh~' quality 
GoogI,," "un't th~ firs t 

temel SMIch engine. • 
In 1998. the market 

• , , 
'" 

os dominated by olhe, 
!lsin., ... " Gong/" soon 
oolo <>WI the morbi 
ause thei' ..... eh ","VI' 
mOle uuful ,. sults. 

Does yOUl market research definitely 
show that customers need 0 1 want 

your new product OJ service 

You should try to make yOU! product 01 
service stand out hom the competition. 

YES NO 

If no one wants 
it. that elplairu 
why thele 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, yoU! customers may 
stick with you because they 

know and like you. 

H . ... feature. 
Mpl play",. . Ir .... dy eristPd 
"hen Appl~ launched the 
iPad - , lIut iPods .... T. the 

first to come with ""ft .... ,. -
iTune, '" - to org_nin and 
tTIllIS!.' musk mOT~ ~IISily. 

J 

"'" Am.rzon WIIS tile filSt ever 
onlin~ booksllop. This won 

it loyalty trom its .... rly 
ruSIOm~lS. But Am.rzon still 

lias to improve its "'Me<' 
constantly 10 k ... p its large 

slta,~ of th~ IOark.t. 

J 



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 setling sunglasses and she's looking for 
a gap in the malket. So she's drawn a malket map showing all the sunglasses that ale 
already on sale in her town. 

Glamorous-looking 

Sungla,,,,,s in this qUinter of th~ 
market map dre glamorous in ,tyle 

and expensive too. 

Expensive 
Sungla,,,,,s in this quarter are 

expensiV<' IlJld 'porty. 

C.SpilI Nielsen 

Sungl",,,,,, in thi' ""etion ale 
glamorou, ·looking but cheap. 

,,0 

F",hion Hub 

Cheap 

There Ole no sunglasses 
in this POlt of the map. 

No one i, currently selling 
sunglasses which Ole both 

cheap dnd sporty. 
!I Sondhya can fill this gap, 
she will have an advantage. 

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 
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Need money? 
Most businesses need some money to get started - whether to 
pay wages, buy equipment. rent a space or pay for advertising. 
It's often called startup capital. 

How oan I pay a 
computer code, 

to help me gel my 
memory trllioing 

Lpp .taTted? 

Apply lor a grant 
A grant is a gift of money. 

A government may 
make grants available 

for businesses that meet 
certain criteria. such as 
being a new busines.s -

called a startup. 

Crowdfund 
This means asking a very 
large group of people to 
pay a little bit of money 
each, often thlOugh a 
specialized website. In 

leturn. each pelson gets a 
sma!! gift 01 lewald. 

-- Save 
Savings can help you 
get started. But if the 

business fails, you won't 
get the money back. 

Apply lor a loan 
Family, friends or the bank 
might lend you money. But 
you'll probably have to pay 
back a bit more than YOl! 

borrowed. The extra amount 
is known as interest - find 

out more on page 116. 

Find Inveslors 
Investols are people who offer money in 

exchange fOI owning part of the company. 
Choose carefully! They11 eXp&t to have 
a say in the business and hope to make 
money by selling their share later 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 bOTlowing money from 
friends or family, draw up a written 
agreement to avoid misunderstandings 
later on. 

2. Consider how much money you need. 
Doo't spend too much at the beginning, 
and make sure you only get things you 
really need. 

Ag,eeroent 01 \0;11\ ---- --
----

TO GET -pb ... lin< 

~ 

, t ,lt." •• '"" ,; .... 

mtion<ry 

You may need mOle money than you 
orig inally thought , so plan for that too. 

3. Kake a business plan ~ a booklet that d!scri~ your business and how it will 
make money and achieft 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. 

Onr blUld i . called TIlE 
ROCIETTS IUld wo need 

to borrow 10m. money for 
recording eqnipment 

We've made a bu. in . .. 
pllUl . Thai do .. n'loound 

VIlry rook '0' roll ~ but il will 
""ovin« people 10 help no! 

BUSINESS PLAN 

Turn Ihe page 
to 5O.onrplan 

for InOOOI •. 
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Those are th. kinds of 
quostions you n~ to answ., 

in yOUl business plan. 

RcL"9 ,~d,c 5~1, 
"'41:t, ,t l4"f' to 

"'l~''''l 'f'''' r'O" l»". 

Business plan 

Introduction 
We're THE ROCKmS -
three cousins in a band 
from Montreal, Canada. 
We write all OUI own 
music, and already have a 
growing fan base. 

Business goals 

L'" ROCKETTS 

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

Wl,o l l,f " ,l ll'''5 wk..t 'f'" Competltors 
~'l? HOw ..,,,cl, do OUI competitors are local bands, such as XYZ and 

tl,lI:1 cl,M9l? Wl,4t ..,~k, Mashup. They tend to sell their concert tickets 
'f"" r,od"d bfltl' ? for CS5. But we're more popular than they are-

/ we have more subscribers on YouTube. 

C$ mNn' 'Canadi1lJ\ ~ 
dolla,,' - the money 

people use in C4nada. 

What to do with you, plan 
First of all, get someone to look 
through the plan to make sure there 
aren't any mistakes and that you 
haven't left anything out. Then make 
several copies to hand out. 

Use yOUl plan to try to convince 
people to support you with money, 
resources or good advice. 

You could addin 10m. 
numbe,.. t<> help prove how 
popular you mo . How many 
lubocriben do you baw on 

yourYouTube ohannel1 

WI 'YI ",1300 
ruhocrikn. 



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 CS200 to go to the next level. 

Making money 
Well charge CS5 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 CSlOO per month as a band. 

Do ~"" "ud ~,,~ tr~''''''9' 
t'l~'r", ! "t, ",~I!r,~15 or ~ 

1""_1,0,, to '1!151~rlfd? H"", 
", ... d, ""IIIh"'t """95 cost? 

H"", ", ... c~ ",;11 ~ d, .. r9t 
for tl..t prod .. .d? H"", 
", ... cl.. "'O"!, do ~"" 

e.ped to ...... k. (Set ",or! 

0... P"-9t; H ~"d 54.) 

Your plan .hoWl thai 
YUD .bould be able 10 
make money and pay 
mo back, IU I 'll lend ThaDilDad! 

What a ..,olibl. 
plan. Of cODroe YUD 
may pnloli .. in Ibe 
ocbool ma. ic room. Cool! 

YOD Ihe C$2OO. 
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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. 

Galling parmlsslon 
Wherever you're planning to sell, think about who you might need to ask. 

Want to sell popcorn 
at school? 

( 

\',1U11 
Ask a leacher. 

Want to offer a dog · 
grooming service at 
a festival? 

Tailing the government 

Want to run a 
lemonade stan in 
the town square? 

Check with the 
local council. 

Ask the festival 
organizers fir5t. 

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). 

Just one person 
in charge 

Usually the only 
structure allowed if 
you're under 18 

SOlf TRADER Minimal paperwork 

The owner can keep 
all the profits (minus 
any t;u: they need to 
pay · S« ~low) 

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 responslblllly 
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 101. 
traoHr ."d my 
con.tru.lion 
WOin"" lou 
go'" undl r ! 

To pay bl ck all 
tho money I h l l 
bolT01Nd, I need 
to .. UmrhouN 

."d ar. 

Some busines.s structures protect against this risk. The most common one is called 
a limited company (Of limited liability company). These businesses have limited 
liability, which means the owners are only p<trtly responsible for any money lost. 

II '. I ohm. thai 
our bulin.,. didn't 
wort ani, but what 
• relief we becam. I 

limited oompt.ny. 

We need to •• lIlh. 
bnoinHI""'Hto, 
hut 11 10&11 our 

persooal pOllesoioUi 
..., .&fl l 

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 

H 
Partnership - similar to being a 
sole trader. but business decisions 
and profits are shaled with a 
partner or partners. 

Franchise - this is where you pay an 
existing business to use their idea. It's 
less risky because the idea has already 
been shown to work. 

Cooperative - owned and run by its 
members, which could mean every 
single person working there. Profits 
are shared between the members. 

Not·for-plOfit ~ any money it 
makes is used to help people in 
need. This kind of business is 
usually a charity or a school. 
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Doing the right thing 
Just like individual people, businesses are supposed to act honestly. 
fairly and with respect for people and the environment. nus is known 
as behaving ethically. To make $We a business is ethial, here iUf 
some things entrepreneurs need to think about. 

How does my business 
impact on .. 

How much water ~nd 
electricity dm I using? 

How am I transporting my 
products to customers? 

See mOle on page 91. 

... communities? 

How d""s my business 
affect p<'ople living 

neMby? My loca\ town? 
The world? See mOTe on 

pages 8(}-81. 

1111' •• eg .. , .. II Ol? 

.. . my staff? 

How will I t ' M' th~ people 
who wort fOT my company? 

... customers? 

How d"". my product 
change custome,,' live. ? 

is it in a good way? 

A CO\U'Iby'$ taws send. sigNal to businesses about what, right and wrong. 
Sorae businesses tbake IDOlIeY doing tbitlgs that Uf! legal. but that many 
peopIt tltil'Ik art unethical. such as selling dglrettes. What. do you think? 

Our company milk •• and . en. oig .. rettel . Would you like 10m. ? 

Scientiolo and doolon have proved Ihat Ihey aN bad for 
poilpie. So why are you •• lling cigarette. 10 me? 

BEau .. you W&lIt tbem don'l yon? And busine •••• 
provide tbiDgl thai people want, 

So if I WlInted a bomb, would yon ..,11 it to me? 

No, beau .. lhal would be against lb. law! Cigaretle. an nnheallhy, butnot ill.gal. 



Crossing the line 
The difficulty with just sticking to the law is that it can't 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 tau. 

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 
(and legal) 

Fair or 
unfair? 

YOU'VI! forgotten 
to lock tbe oaf., 
Pie .. ,. don't do 

it again. 

Good ethics Is good business 

I'm really lOrry, 
I promi ... to 

remember next 
time. 

I won't let bim 
down agiUn , 

rm really. really. 
really lOrry, 

Whyi. b. 10 
me,.,,? I don·t 
like tbi. job. 

Often, getting managers to behave fairly encourages aU staff to work well. 
When people are calm and happy, they tend to work better, and in tum make 
more money for the business. So good ethics go hand in hand with good 
business practice. 
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Chapter 2: 
How to sell your stuff 

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 hom 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 
is also essentiaL 
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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. 

01:30 
Buys a 

new'popel 

07:00 

from a IOCM
J 
... __ m., 

in a small 
local 'hop. 

0Irf SAL! .... , 

07:30 
Che<i:s 

09:00 
Works at a 
compute, 

A m,tome, could buy 
lunchp;u: on their mobile 
phone. through a mobile 

web,ite OJ .pp. 

O"lAlf .... , 

lunehpax could be sold 
through a website. This 
could be a martetpllle. 

websil. which stocks many 
dilferent bland" 



Go ... to a 
supermarket 
otter work 

I ~ 
Lunchpax could be .old through 
a c.tal<>9ue. Catal<>9ues can be 
delivered to customeI'. then 

rustomers ring up or po.t a form 
back to order product •. 

18:00 
Aniv ... 
home 

The business rould .ell iunchpax 
directly to customers by knocking 
on doors with .ample •. Ir. good 
to pick . time that lot. of people 

Ille likely to be at home. 

19:00 

I 

22:30 
20:00 
Visits a 

friend for 
dinner. 

The busine .. could recruit people 
to ... U lunchpax to friend •. Thi. is 
caUed a "party" model of selling. 
The ... UeI invites friends to their 
home and combine. socialiring 

with seUing a product. 

Bedtime 

".~ 

After selling your product in several places, you can choose the ones which work 
best and concentrate on them. 
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What's 11 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 popcorn will cost him 15p to make. The price he charges is the 
cost, plus an additional amount called the markup. 

To decide how much ma:rlmp to add, Nathan thinks about his potential customers and 
how much they might be happy to pay: 

My cu.wmen will be my IIChoolmalo •. 
l'mbrob. They dnn'l bav. much money. 

I've don. lOme market 
re. earcb. 

Most JIIKIple ,aid 
thallbey would be 
willing to pay <lOp 

for a boI of popcorn. 

8.m. h .... 



How mncb did yon pay for 
Ibose boxe. of pcpcorn? 

60p for min. Z5pfor miD. 

LeI' . compa'" 
Ibe ,i •• of lb. 
popcorn bo:J. ••. 

Tbe 60p boo i.o mncb 
bigger tban youn, .0 

yon .honld charg. I •••. 

Thil popcorn I ... te , awful. 
Von an oharp mo", Ibo.n 

25p for youn beoanse 
your. i. oi""r! 

Hen. Hatiwl thinks about how the price he se1$ milJht md:! CWlto~ about 
his product. 

Why do all th ••• 
pricet! end io • 9? 

If I beoanse il mlkel peopl. feel •• if 
it', cbeaper. 99p f..,lo do •• r 10 90p 

than £1, .v.n tbougb it ion 'l! 

Ob wow! I didn'l think oflhal. I was 
going 10 oharg. fOp for my popcorn, but 

now I'll make it 39p in,tead! 

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. 
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Seiling to sellers 
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. 

I will! WI could H U 
more Iid rn.obn I ud 

m ..... more monly. 

l imo ... Withjw t tw .. 
of no, ... 'n only oelling 
lb . day ... but ... have 

hundrodl in our .. orkshop. 

to wea, 

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. 

Would yon Iikl to buy IOmo .. ftb ... Kid Tracton ? 
W. 'n u lling tb. m for $20 ' &e:b. 

BARRIO'S I 
WAREHOUSE 

I'll give ynu SS for eacb. 

Gulp. Only 58? 

Yeab, only$8. But 1"11 buy 
500 oftborn. 

Well in that cu'. 
it' . a dial ! 



I 

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, yon 're Ibrougb 10Barti<>'. 
Warebou.e _ howaII I help? 

They are $14 for eaoh one. 

When the retailer sells the product on, it also adds a markup. Kev's Kid Zone seUs 
the Kid Tracker for the same price that Mike and Mohan were originally charging. 

Loot! Our Kid 
Trackon are on .. Ie 
in Key's Kid Z<>n • . 

Thoy are . elling WEll 
in . bop. all over tho 
counlry and we've 
gol orden 10 make 
thousand. more. 

YOLb! So even tbongh 
WE only gel $8 for 
each one from Iho 
whole .. ler, wo're 

mating loads more 
monoy than before. 



PrIc1111J bleb 
Yoalligbt tldDttllotJllblojllll_ ....... 011 tho __ odd 
up.lRtprirhtv II put.N,.".I,. It. & warm,. 5*. .,ne 
to bar 1tIIff.1IIn __ 1Iicb tbIt Iwrm .1 often aIL 

Charga lass. 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 hom competitors. 
This is caned penetration pricing. which means it helps businesses 
enter - or penetrate - a market. & 

0000 we hVl! lOme 
IOYlll CIl, tomen , we can 

raise our prio ... 

LIeII..., .......... .. 

..... -_ .. -.,.. ........ -.. -
Yikel , look al tbem! 

I hope tbey doo'j . teal 
all our ouowme ... 

_'",,4 111It • ., .......... tbIIr ................ ...... 
..... lbIttblJ .......... 1IdI .. aIIId ...... pddag.St pi ._ 
III 'N ....... fila""'" ...... l1li:_ ........ 



Lose money here. make money there 
Another approach is caned loss leader pricing. A business charges a very low price 
on one product, in order to att ract customers into the store. A customer ends up 
paying a high price for something else. so the business makes its profit that way. 

OFFERS 
OFFERS 
OFFERS 
OFFERS 
OFFERS 50p!! 

Make one optton look too pricey 

I went in fnr bran flake., 
bnt loongbt all nf tbil! 

Within a range of products, one option may have a very high price. This makes the 
cheaper ones seem like great value. This is calted decoy pricing. The expensive choice 
is only there to push a customer to another product. 

I SUDSY'S CARWASH 

r.=--- ", m_n 

"' ~, 

'" - - - '" ,f main body - - -,f main body ,f window. ,f main body 
,f windo ... ,f . h .. b ,f wind .... 
./ . b..t. ,f COIp<t. .~" ,~" d ... hboard "~" ,f d ... hll",,,d "" ... , 

Th. VIP carw ... h i. a 
good deal - yon got almost 
... mnch.1 the Ultimat. 

andynn l ave $to! 
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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 Influentl . l excitng 
TOU6H youthful 

c<llm successful f1uNIgIzI/at sop histicated ~l1d 

frIend ly CO'V' f" outdoor.y seri ous cheelty 

t(l,mil~-lwin~ dhl etl c cOlipet ent mt(')fmq[ Sincere 

J~ wants his cafe to have aC05Y and ~ppro~chdble brand. He wants customers to get 
this impression every time they have contact with his business. For example: 

The name of hi. 
business is inlofIMl. 

A logo i. a simple image to 
represent A business. or a 

distinctive way to writ~ its 
name. For his. Joe has chosen 

IlII appealing hot drink. 

\ 
floe/i- . 

The font means the 
style used to write 

text. J"" hIlS picked 
A casudl font. 

-r-, The furniture. 
lighting ond 
decoration 

is comfy and 
homely. 

Warm colour. Are 
~ used in the cafe. 

~ 
D- i .. , .. ~I J"" uses a fnend\y and welcoming 
''1' r·· tone of voice when talling or 

WIiting to cu,tomers. 



lila is talking about the brand for her new business with her friend Drew: 

1_-=::... ... aIIII 

wter .. 

They bolh feel natural. 
bullb. top on. feels 

more da,II)'. 

. ., ..... _ ............. • u&vaI_"...,. 
Ni .. ! Whal willyourbusine •• name be1 

Oreal! Maybe your logo could have lhe 
shade and t""lure of wood in il. 

Should I help yon de. ign it? 

Ob d.ar! IllookJ like Lil&e a . n " 
a, if you're mating purple boal " 

not wooden bowlJ. 

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 Maltha. hom page 18? She's launching a business setling T-shirts. 
Her friend Elise is helping her write her marketing messages. 

What'lyour UIP, IIlartha? 

U8P'! Gel you! Wh .. , doe, thl even mean? 

It mKJII your Unique 8e!lina: h int ~ il' ... hat 
m ...... you ltand ont from tho compoli!;"". 

Oh! Why didn't you ju.1 oay lbal1 Well, the de. ign. 
an very attractive. And _Ulh. T _,hilt, are 

handmade by mi . 

Wi llIe", focUi on Ih .... thin". 
And l.t', I&y it on Illid:. 

Elise suggests some mdlketing messages and explains why she's written them. 

'1 o.'u bu . Hhl . 
't o_ bel o .. , '" ;0 

bu .tihl T_~hi . t . 

T.,hi. h i .. di .. id.~II, 
udhd b, ~ 

lo u ,! f ;nhi o n . hia. 

Tfl.ling """pl. tMy ar~ bnutiful is 
fiatt.!)'. which mNn> making th~m 

fftI good about th~msft.,... 

individlLllly crafted.- sound, u rlusiw. 
IiaYing ..,m~thing that not mUlY oth~" 

haw mab , pmple fHI ,po-rlal. 

"local fashion whiz' is a catchy way 
to d~scriM yOUJSl'lf. ~pl~ ' .... emb.r 

catchy ph' ...... 



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. 

You could 10 •• your home 
if you don't buy Brook s 

House Insu13DC<I. 

AMBITION ,.. ... 

... -.. .... 

You work 10 hard 
for everyono . Now 

il'l t ime fnr a t""at 
Time for a man age. 

-.APPREtIATED 

I 

CALL NOW, (079)·1~1'>69-l176~ 

GRATITUDE 

Words can only do so much ... 

An you treating your cal 
properlY' Don't let her down. 

reed her Kitty Dellll, . 

You'rel!Htiu.p"""iouslim • • ..,b day. 

Do you have 
ilohy dry okin? 

Moi.turUing wilb 
Smoother OAn heal 

IUId relieve il. 

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 t own of Doxford. 

Martha and Elise have orgllJ\ized d 
f.shion show. People will come to .... 

thei' friend, and lomily model MMlh.', 
T-,hirt, on the cdtwalk . 

This is called d promotiondl event . 

The fashion ' how is pdrtirulOIly exciting 
berou,. the catwalk is outside in d park. 

Because of Martha', outdoor 
fashion show. he, T-shirt 

business is featured on the 
news. Influencing what the 

public he.rs about you is 
called public relations or PR o 



Unexpectedly. a cat 
rtrolls down the catwalk. 
Someone ports a vide<> 
of it online, which gets 

shared 5,000 times. 
This makes Martha 
happy because her 

porter is visible in the 
video. A video that 

spreads quickly online is 
sometimes called viral. 

Mdrtha and £lise Ole handing out 
coupons giving people money off. 

called a discount. to encourage sales. 

This person has 
received a lett.r 

throug h his front 
door about MllItha's 

direct mOlteting. 

Martha has 
pilid for online 
adverts. which 

only .ppeOl when 
some<>ne types 

i ·shirt' and the 
name of the town 

into. search 
engine. 

People talking casually to edch oth.r 
Ilhout the attraction of a product is 
called word of mouth promotion. 



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, 
she shopped at a supermarket, 
used a guitar tuning app, logged 
on to social media and wore her 
fitness tracker every day. 

JH 

This is what businesses know about Annie: 

Annie is between the ages 
of 18 and 25. 

She eats lots of 
granola. eggs 
and chocolate 
cookies. 

Annie played 
her guitar 
last night and 
spends a lot of 
time in Ashville. 

She is interested 
in snowboarding 
and lives in 
Apricot Creek. 

""" "" """ -........ ...... -... -... -. 
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How can businesses know 
things about Annie? 

Su~rmart 
knows Annie's 
age because last 
week she filled 
in a surny they 
sent her. 

Su~rmart knows 
what Annie eats, 
bKause she has a 
loyalty card that 
she scans each time 
she shops there. 

Guitar 
He~ven knows 
where and when 
Annie plays her guitar 
because she uses 
their tuning app. and 
she's enabled location 
services in the app. 

On social media. An nie 
has liked a page almut 
snowboarding, and has 
Apricot Creek set as 
the place she lives. 

What can they do to take advantage of 
the information they have? 

Su~rmart s.ends Annie 
discount vouchers for products 
she often buys. They also send 
her vouchers for cereal bars. 
She hasn"t bought one yet 

. .. but other granola~aters 
aged 18·15 do, according to 
Supermart"s loyalty card data. 

Snow Mountdin Ski 
Resort 

.d, 

- near 
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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. 

FalsB promises 
,," 

A US-based busin~ss called/nc. 
promoted wrinkle cleams on the 
internet using false claims. 

It is against the law to mislead people 
,," 

in marketing, and Inc. was 
oldefed to pay $6 million in fines. 

I'll olver fit into my 
. umme,dolhe •. 

Toke new Xts 
Medical Mill 

Strength 

Unwanted marketing 
A Canadian blliiness called 
CompuFinder, which sold training 
courses, sent hundreds of pwple emails 
without asking their permission. 
This is often caUed spam. 

Under Canada's law against spam, 
CompuFinderwas fined C$ 2OO,000 . 

. ... ........ 

Dangerous messages 
In beland, healthcare comp<lnyOmega 
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. 

~o, 

Drafts 
Outbox 
folders 
Worl: 

Urgent · training 
La,t chllnce!!! 
Jacob, don't delay 

SPECIAL OfFER 
Hot dNls NOW 
Best training e""r ..... _-



Targeting children 
A young Swedish vlogger blOke advertising 
rules, when she enthused about a range of 
dolls in an online video. She failed Ie say 
that she was advertising them for the dolls' 
manufactmer, GR·Trading AS. 

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

FalsB price comparlsons 
An Australian business calledL!mels promoted 
necklaces and bracelets with a big discount. 

Customers thought they were getting a good 
deal, but in fact the products had never been 
on sale at the higher price. This is against the 
law and Zilmels was ordered to pay a 
penalty of AS250,OOO. ~ 

.... - OllanslvB conlant 
Hirdc/e 
Mattress was an American business 
selling rnattruses. But in 2016. it made a 
promotional video with a jokey rd efence to 
the 2001 terrorist attack on New York. in 
which nearly 3.000 people die!\. 

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 

of money 

lie , ,- 3 
"l1 " • 

It might not sound very exciting, but keeping a 
record of the money corning 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 into 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. 

Keena has set up a monthly magazine, which she sells at school. 
Herl! ale the costs involved in making the October edition and the 
revenue she gets from selling it. 

Costs The magalin. 
lake. fourhoun 

to make and I pay 
my .. H a wage of 

£5 an hour. 

4 x£5.[20 

I need Ih. printen to print 
IUId ,bpI. 100 mag.lin ... , 

a\ a 0011 of 15p each . 

Uh oh, I'm going 
\0 n..oo l ome bolp 

..,Uing tb em. 

:liQ 

I need top.y my 
frieuw. for helping 
me! ru buytbem a 
box of cookie. eaoh. 

So the total cost for making 100 magazines is: £20 .. £15 .. £1 .. £36 



Revenue 
We IOld 90 magaJinn 

for £1 elUlb. So my 
revenne ill £90 , 

Quantity of V 
magazine • ....;.-t 90 I [1 w £90 

Keeping records 

I'm 10 happy pt<>ple like my magal ine! 
ll lOld.o well thaI I've m&do mon 

revenne lhan I . penl on 00.1.1 , 

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

\!ol: 

\b.~ 26th 
"'1,., .t:It 

\b.~ 27th 
"I,~, .£4f 

..... ~ 2~th 
... Ih, J2t 

'rotal ..... ~en~., £9t 

A date and 'hort description will 
help jog yom memory when you 

come b.ock to that page. 

Print~se 
~2·4~ Ink Road 

C~~I-;;;;~~~ 
~-- - -- ------
WOa;pieo., EI5 

Keep bills dnd receipts to help 
you remember enctly what you 

spent and earned . 

Keeping records might seem boring. but it's the only way to know how much 
money you're 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. 
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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 .. 

RewaJd herself fOJ all 
her hard work. 

Invest - spend it on improving 
and growing the business. 

Save in case the 
business doesn't do so 

well in the future. 



Losing money 
Sometimes, businesses don't make enough money from selling their 
products to cover their costs, so they lose money. This might be 
because they're not selling enough, their prices are too low, their 
costs are too high or not enough people actually want their product. 

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

!'!IlIlIICIIltll, ... oDIJ 
mid 20 copiu of IIIe ......... 

Meena can reduce her 
losses by ... 

Changing the Wily she 
does busil\HS. 

i way 
I ""nld gin tb. mag.zin. 

awayfnIfr ... 

~~ 

Or I could .en • 
,malle, v.n inn of tb. 
maguine which will 

only """I f15 tn mllke . 

Increasing reftnu! 

Or I oould .tart 
selling th. 

m. guine al tb. 
youth club, to try t<> 
gel mon .u, torn. n 

for each illno . 

.. 



" 

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 SunCittcher, 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. 

Bank account 

Thil iI how much money 
we have in our bank 
acconnt from Ihe]",,\ 
lOla. rarm we built. 

.... l SEPTEMBER • 

> 1 .. 
" 

>' ~ . 

" " 
" , 

" " 
.. 

• 

We baY\! wpay 
Ibe lOla. plUlel 

, upplie .. €lOO,OOO in 
September, 

€100,ooo 

•• 
£100,000 

Onr monthly ""st. 
include paying onr worten , 

office rent, inmranoe, 
electricity billa .. 

They add nploHOO,OOO 
• monlh. 



By Ihe end of Oelober Ih. 
bu,in ... will have run oul of 
<uh aud w. won'l bo able I<> 

pay our Novemoorbill •. 

OCTOBER 

€100.000 
monthly costs 

We'll fini ' h Ih. projec\ in 
Decemoor. So by Ihelime lh. 

eu, l<>mer gel' around I<> paying 
llI. il'll 00 Ihe new year. 

NOVEMBER DECEMBER 

....... _..."t 

€600.000 
payment 

JANUARY 

So the business ne~s to plan ahead to avoid running out of money before January. 
One or more of these idus might solve the cash flow problem . .,..---.... 

We ""uld u k 10 be piUd in chunk. e .. ery 
monlh ratherthan all at ouce at Ihe end 

Or gel a loan from Ihe bank 
until w. gel paid. 

Or , ell , ometbing 
we own . • ueb ., 
equipmenl or a 

building. 

Or agree wilh lupplien I<> 
delay paying them. 

Ortako ou a ,mailer 
projecl on the l id. 
Iht would bring 
in l'Ilgnlar omall 

amounll of money. 
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Paying taxes 
A business can't simply keep aU the money it makes. It has to 
give some of it back to society, by paying taxes. Tax is money a 
government collects from people, both as individuals and businesses, 
to pay for public services such as roads and schools. 

Here's how it works: 

Buildings 
The amount of tax a 

business pays depends 
on the type of building it 

occupies: a shop on a high 
street is taled more than 

one of the same size in the 
outskirts of a town. 

I . Businesses 
pay taxes on ... 

People 
This till: goes towards 
paying for employees' 

retirement and 
healtheare. 

Prolll 
This tax is known as 
Corporation tax. The 

mOle profit a business 
makes, the more it pays. 

3. ThB govemmant 
It sets the tal: rules, 
which determine the 
taxes everyone pays. 

OJ 



Things you buy 
The price of most 
things includes a 

lax known as Value 
Addell Tax (VAT) or 

Sales Tax. 

2. Individuals 
pay taxes on ... 

Money you earn 
In nearly all countries, 
people llave to pay an 

Income Tax if they 
earn more than a 
certain amount. 

The government uses taxes to fund public services. Most 
people agree thaI taxes help a society work well. 

4. __ 
1bae kindt of .me. benefit 
ilWijOile. Rae Ire.,. euaples ... 

+ 
Boqitlll 

Your possessions 
In most countries. 

individuals pay laxes 
on PJOperty, or shales 
they own and anything 

they inherit. 

<P~ 
8 

~ a _ 

)~-

--
•• 
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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: 

PNl"rh d~d 
iOllt\ 

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

The bigger a 
complUlY got!!. Ibe 
harder it il to t..,p 

track alit all . 

• • IIlAn. gen might want UI t.o H aggera!. 
how well their oomJWlY iI doing. to make 

them look beUer to potential inveslon. 

Or they might even WIIoIlI t<> mllke things 
look WOlU , ... they <&ll ~y l . .. t...,. 

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

The busin ... (dJl't 

make sensible decisions 
as it is basing them on 

false inlmmation. 

I wonldn·1 bave 
boughllhal maohin., 
iflh. manager hadn'l 
""aggualed bow muoh 

money we mad. 1 ... 1 yeu .. 

The government might 
not ,<'<.iv. the right 

amount 01 ttl. 

Tbe money Ih. 
gov.rnm.nl lo .... in lax 
rev.nnl i. money lhal 
won't go 10 scboolo IUId 

bO'pilais. 

Inve,tors will be risking 
theil money without 

knowing how well the 
business is doing. 

Ob no! W. lh/JIJKbt it wa. 
a , noo ••• fuI comJWIY. How 

it', fiUI.d and WIl've 10.1 
loll of money! 

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



Is Irylng 10 pay less lax OK? 
Businesses often try to pay less tu 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? 

S peek Mobile does most of its business in India., but it is registered in 
the Caymmlstands. where the government coiled> fewer taxes . 
This arrangement is perlodly l'"9al, but it means the Indian government 
loses out on millions in t ax levenue . 

, 
/ , 

I run SpHk Mobile. 

I know illookl bad, 
bul I think ~ying Ie .. 

to ia aolually OK. 

Thinl< aboul ii, all thai money 
we •• ve on tn i. money we 
can spend on making belter, 

cbu per products for you. 
I'm nol spending il on fancy 

cloth .. for mo . 

Bul if WI did pay tax". in India, Ih. 
pric" of onr producls would go up , And 

thon you and your family probably 
wouldn't be ahlelo afford a phon • . 

Our produol ohouldn'l only be 
for lbe luper-ricb . 

I'm a SpHI Mobile CII. tomer, 

Loon Ind? II IlIOn lerrible! 
I bave to ~y taxo. , why 

ohouldn'l you! 

Yo" but Iho money you "nil ""uld have 
gone t&lb. govornmonl, wbo mighl 

have find th" road by my bou .. , 

Well don'l worry, I won't be your 
CIlIt&mer any longor anyway. I'd 

ralhor givo my money t& a company 
Ibat behves fairly. 

Wouldn'l 11 Bul 
Ibo,.. iln't a oheaper 

pbono on tb. 
market.. 
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Why businesses fall 
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 ... 

rra. , be I!pUIalII to llaolehp ..... 
Iraa..m.r . ., iIIftJ1UOlll ...... 
ilaom- cIw!pd \be world. 

BlI1ie1 .. '-ll J1MI. II'. _ *" &II...,. r\d.o .. 

In 1869. I was 22 and rd just registered my first 
inventio n. It was a machine t hat counted votes and 
would save lots of time during elections. 

He .. ' , my lU!Iuing 
invention: Ih. 

Automatic Vole 
Countor. You']] hIVe il! 

I never wanllo build 
sometbing thai nobody 

WlInt, 10 buy 108''"0 . 

• 



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

'rilE COPYING PEN 
Thl wa. quick. They've 

laken my ide. IUld 
improved i l. No 000 will 
WlIol my pen lUly rna,.., . 

• 

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

II' • .-oie. i. ja,l 
'" 1Ul00yiog! 

~ 
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 startell 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. 

Edison', slor., ...... , 

-_"'lf1 ...... 1rW ...... fallod 
. - '" halld .. u"-­

toiItnPII. "'" • - , ......... -_ ... ,.,.. ... 
&oloplwm. _ will ... ooId. 

~...u! 
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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 ... 

-FOR SALE 

Then. the owners tried to 
sell the business fOI just 
St. A new owner would 
have taken on the debt, 
and tried to make the 
business pJOfitable again. 

No one bought it. 

Thil iI 
tholif.! 

HELP! 

. ... ....... 

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

The creditors said no. 

Eventually. the airline had to shut 
down and sell what it owned. in 
older to payoff as much of the 
debt as it could. This is known 
as liquidation. (It's called 
bankruptcy for a sole trade!.) 

It 's nol always bad 

Lots of businesses dose without any 
debts. As long as owners can p<ty 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 TriJnSiJero had to dose, 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. 

da deh 

1 ....... 1 

.I.lI tho monlY eac:b 
oful iDvllted in tb. 
comp&llY il nowlon. 





Chapter 4: 
People In business 

A.!tt r .~...:u l. 

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 Cllief Executive Offi~r (CEO) , 
sometimes called a Managing Director 
(1010), is in charge of managing the 
wilDie business. 

Sin"" I tool< nver, our . ale. 
of eleclric bike. are up. 

Bul why . .... o'l lhey up a. 
mnoh u yon promised? 

Shareholders own a portion of the 
business, mown as sharn. The value of 
their shares inCIe~s when the business 
d~ IRIL and decre4SH "hen it d~sn·t. 
H th!)' sell their shares wbn 
the business is doing well. 
they will make mon!)'. 

long·term decisions about the 
business. For example, they hire 
and file the CEO. 

I . honld have . old 
my ohare. lal \ 

week - they were 
wonh mon tbOll. 

Shareholders 
elect the Board 
of DiJectors at an 
annual meeting. 



EAZY ELECTRIC CYCLES 

Managers run a 
particular team 01 

department. 

Hey Produolinn Team! 
We've gol a hn.yday 
abolO<!: ili onion to 
complete by 5pm! 

OK bo •• ! 

People outside the business - its 
customelS Ind the community 
living nearby - Me aff«ted by 
how wftl the businHS is run. 
See pages 78·81. 

" 

I manage Ih. 
, .lo. le,."" 

Managers and staff 
are employ~s: they 
work for the business 
in return fOI wages. 

The CEO and Directors 
are also pMd by the 
business, but the 
rules about how 
this works differ in 
different countries. 

I bongbllhi. eleolric 
hikeye' terdJ.y. Now 
rm offlo tell all my 

friendJ. 

" 
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How do you lead? 
There's a lot to think about if you're in charge. Luana runs a cruise 
ship business caUed Topaz SiJiling. She does aU of these things in her 
IDle as CEO. 

Creates a vision for the future 
Luana has a clear, ambitious idea fOI what the business should be like in 
five ar ten yeals time. 

10 ten yean, T/Jpaz 
Sailing will be Ih. 
m ... t famous and 
luooes.fnl erni •• 

bUline •• in Ih. world. 

Inspires people 

II wiUtako million. of 
new custom"n from 

China on orui . . . ..... und 
illia and Ihe P,."ific. 

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

w. will be tbe biggest 
and Ih. best . 

And il will be 
becau • • of lb. 
work YOU do , 

Innovates 

Hurrah 
Ye.! 

She has a flow of creative, exciting ideas that make the busines.s stand out. 

&alb.rlban 
buge, impenonai 
oroi ... ships, we 

will build smaller, 
friendlier . hips. 

We'll offer different 
themed , hip. , . o 
palileoglln oan 

cboo •• enten.inmenl 
thoy williovo. 



Managemenl 
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 oheok if we're 
going overbudgllt for 

building the new lhip' , 

(In some very large businesses, eEOs 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. 

I'd likoyou to make 
a l peech at our 

' h"'holden ' meeting 
thil month. 

When I retire, oiIe 
could become CEO-
10 I want her to gun 

confidence . 

.... dlng a mlcra·buslness 

I must bring in 
lOme new Itaff 
- wo need 23 

mo", people in 
Guang. bou by tbe 

endof2019. 

Makes dUHcul1 decisions 
To keep the business on track, 
Luana sometimes has to make 
herself unpopular. 

We'", cutting the erui .. t<> 
the Bering Strait. We're not 
making enough monoy on it. 
Sadly, you will 10 .. your job . 

Leadl!rs of micro-bu.Unl!sses (businl!sses which I!mploy fewl!r than 10 peopll!) 
nl!l!d. to do . 1I of thl! things above. But they may.lso nl!l!d to do thl! day-to-day 
work thl!lllSelves, from finanC1!S , to markl!ting, to actually making the product. 

1\ 
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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 il'. wrong Iht Ih . .... aren't more people 
ofelhnio minority backgrounds on onr team. 

But we wanll"..,11 onr product. to people of ill 
h""kgronnd •. How can we give cu.klmen what thoy wanl 

ifwo don'l unden t and them? ';'~ __ r" 
y .. 'Rrr. .. ""'III: 1IbIIrtIJ. _'t,...wa.., 

Thai ', not howit walko! I can't ' peak on behillf 
of everyone who ion'l white . What we n..,d iJ 
a In", of poop I. with dive ... pen"""tiV""~' ... I-__ _ 

life. lyle • .nd experien... . ... 

Lil ten - when Ih. bUline •• i. going wen, you 
don 't noti." thai the team hal a . imilar way of 
thinking. Bul when we hil a cballonge, we need .,J.---

a broader n nge of crealive idea.. ' .. 01. a.t...., _,,_,..,.. __ ""'."';_;;,:..uk ~h '.i ....... 
*f9I1UIr "'.,. 

We're looking in tbe wrong place. 
wben we hire! There are ... many 

W onled poopl. out lhere wbo would 
do ""cellenl work here. ,. .. _~ __ _ 

__ .... ...,:7 .. -a"w.t.t 
Ye.! And I think il '. only 
fair 10 give e"oryon. tb. 

opportunity 10 work bere , 

-



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. 

what skills and experience Ii:~~ 
are needed in the role. o~ 

"r-- --I&!~-~-< 
Sometime. busin., ... also .PPf()dch 
talented people working lor oth., 
busine ..... ond ask them to apply. 

This is called head-huntinq. 

Candidates apply. 

Condidate, visit the 
busine ... and are .,ked 

questions about why they 
are suit<.>d to the JOt •. candidates. 

Offer the job to the best person. 

If the candidate accepts, 
check references. 

People who have p.eviou,ly worked 
with the candidate are contacted and 

~ IISked whether thl person WdS reliable . 

any training 
\1~~l!" " he or she starts. 

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

Advertise jobs on 
websites and in 

newspapers which 
have minority 
groups as their 

audience. 

Get someone in the business to take people's names 
and ages off job applications. This stops the person 
hiring hom making assumptions about someone's 

ability based on their name and age. 

Offer paid work placements to help poorer young 
people get their first step into the business. 
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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. 

I've found u. a new client! Wen done, yon're 10 good allhal! Hav. you 

••••••• o:::=!::~_ .. ..:IOgged tbem in onr database? 

Urn, on. I alway. forget how to. 
ru do il ! I Iik. getting everything in order. 

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

I'y. thought of a Dam. for our new 
beauty Cl'I!8m: 'Face Shine'. 

OK. Do I mun 'glow 
nol 'ohine'1 

How about 
'Nalural Glow'? 

People in a team can support each othe!. 

I' m lOrry, I'm sick today. 
I can'l deliver Ibe b",.d. 

Hmm. No. Poople don'! 
wanl.hiny face •. 

Surely, ye • . 

Mucb better. 

Don't worry! Tb. 
team will oover 

your round • . GIll 
",.ll llOOn ! 

I ",ally appreciate il. 
Tbank 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. 

Slap I : fix bad workIng condlllon. 

An annoying 
manager 

Fe,a! of losing ,,~ 
a Job .. 

Difficult relationships 
with teammates 

Frustrating paperwork 

When these conditions are wrong. it demotivates people. But however much you 
eliminate these kinds of problems, it still won't make people hilPPY. It11 just stop 
them from being unhappy. 

Slap 2: give workers lob sallslaction 
For workers to be happy, motivated and productive, they need the following : 

Some control 
over their wOlk 

GOAL 

Opportunities 
to progress 

Responsibility 

A feeling of purpose I 
A sense of 
achievement 

~- o 
- 0 --0 
~ 

Recognition fOl 
their hard work 

A lange of tasks that 
matches their interests 

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

" 
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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 rt'a. 
whether to work. - 0 
I'<>ople mu,tn'! be (meed 
to work OJ punished if 

they don't wmk. 

~II ... to be free from 
Y discrimination. 

For enmple. a womllJ\ OJ 

someone from an ethnic 
minority mustn't be given 
fewer oppmtunities thllIl 

Mother worker. 

Everyone has 
the right,;;' ',;.' <r"> 

. .. to fair p<ly. 

... to be safe ,...-. 
and healthy ~ 
at work. 

. .. to a childhood. 

Children mu'tn'! 
WOJk if it disrupts 
their educdtion or 

puts them in danger. 

. .. to join a trade 
union (see 
opposite page). 

... to paid time off 
every year. known 
as paid leave .. I 

In reality, workers get different rights around the world, depending on the laws 
in a particular country. 

I live in Ihe USA. The,..'. no l.wh. ,.. aboul paid lun, so il"l up 
10 my employer 10 d""id •. Sadly, I only gel 5 dJ.ys a yur. 

Oh whal a mame! I live in Iho UK. Tbol ... he,.. give. m. 28 days ofp';d ltave o..,b yur 

Luoky you! Evon after my haby w ... 
born, I only gol unpaid leavo . llivo in Sweden. My partner o.nd 

I oharod 480 dJ.ys of paid leave 
afler we bod our baby. 



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,aFordcar 
factory in London, UK. 

W ... w .... I.ov.n 
for Ford .an. 

The women 
refu5ed to work 
and stood outside 
the factory, 
telling everyone 
why they were 
on strike. 

After three weeks .. 

Will you com. 
b..,k to work if 
I giva you Ibil 
~yriH? 

Th. bo" just .Iid our 
work isn't "killed',lo 
Wll'n going to get piUd 

lb . .. m • • 1 lb. men wbo 
sw"'p tbe floor. 

Thai' , . Iill not ... mucb 
... th. men on getting! 

Unlkilled?! I'd 
Iik. to ... him 

try to make 
on. of the ... 

Bul ii', an 
improvemenl. 

Le!" , go 
on .trike! 

OK, Wll'n end 
tho .Irike. 

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. M. well as being a legal obligation, it also builds positive relationships 
within a business if leaders respect union activities. 
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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. 

I'D buy 'hi. bUy 
food ll'llucb. 

haDdy container, and 
• pod prict loG . 

Db dear, you jUit don" 
lib tbil one, do you! 

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·Fedst HQ .. 

r-----~.u~Y~-~F~~~~_C~.~.U~,~--., 

PIUoptin + Apple ~ht 

***** Baby .... fnllOd 10 eal it " 

** *** Baby'l ieast faye 

*** ... * Nov.rOOying aglOiu, complete walt. 

Lot', ditoh Pumpkin + Apple 
Delighl. II'. selling terribly and 

Ibe NViewl . .... horrendoul. 

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. 



Protecting consumen 
The law pwtects C'IlNUllltl't hom dishonest and came.. businesses. that an 
some tbirlgs it's i1letaI to do in lIlost tounbiu. 

Sell unsafe 
products 

Deliver services to a 
poor standard 

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

Advertise dishonestly 
(see pages 48-49) --"--

In many plam. rustol'l'lers have a le9a1 right to return a pTOduct and get their 
money bad: if it is faulty. This is aUed a refund. 

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

Instead of waiting for an accident 
to happen, the business can limit the 
damage to its reputation, and reduce 
the risk that it will be taken to court 
by an angry consumer. 

Complaining 

"'-Product recall notice 

JUST 
STOP l'f! 

Consumers can - and do - complain to businesses 
when they are disappointed. 

But if a business has broken the law, consumers 
can object to the govemment. 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. 
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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. 

P.rform~nces provide 
entertainment. 

Dromd classes give local 
young people . kill, and 

opportunities. 

The building Ita, 'pace 
fo, community groups 

to m ... t. 

The,e OJe job 
opportunities 

lor local p<'ople. 

OFFIC;E, ,;:::) 

Timber to build 
""enery is bought 

hom local suppliers. 

People coming to .... show, buy food 
and drinks hom other local busines .. ,. -L 

Creating jobs and bringing in new customers t o an area are positive 
impacts that can have a ripple effect: 

1. A IOCdl busine .. 
attract. customers to 

other local businesses. 4. MlIny local 
busin .... ' thrive 

IlJ\d expand. 

1. A local busine .. 
cr •• tes jobs, 

2. Employees Ita"" 
mOT. money to 

sp<'nd . 

3. MOle monoy is .pent 
in other locol businesse •. 



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

A busines.s's wOlking hOUlS can affect 
family life. 

1Jr&Ddm&1 When Tbey're lit work 
.... lIulIIlB,1 and in Ibe f~ry 

Dadd,r' again, dear. 

: W; ill::' _I::~:_:~ No, tboy only gel 
bofon bH.? baok very lat. the •• 

dI.}'I l ino. lb. bo" 
iliad. them work 

longer boun . 

A busines.s can cause bad traffic. 

Tbe roads .... gridlocked 
the .. dI.}'I. AAAARGH. 

I blalll. thai D . .. luponll&rbl 
thai JllrI opened.. 

Accidents can cause pollution. 

Thil oil . pill b"" ruined 
everytbing! Tbe oil il aU over 

our land lind in our waler. 

How ...... golq 10 nih 
and "" .. fDOC!. D01I'? 

Sometimes whole communiti~ need 
to move to make room for a busines.s's 
operations. 

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

One 01 a kind 
When products are made one by 
one, it's known as job production. 
It works best for unique, one-off 
products, where each customer has 
specific needs. 

I make onl cake at a time, 
from atart 10 fioilh. E""b 
on. i . ' peeially dHigned 

for the CIll tomer, 

Thil iI for my 
granny'_ 90th 

birthday party. 
Sbe ",ally 

like. purplo. 

In batches 
Another way to make a product is 
in groups, or batches. It's generally 
quicker and cheaper than making 
things individually. 

We .... ejUlI rmil hed making 
• baloh of ohocolate can, . 
W. 'II do • batch of vanill. 

cab , nut. 



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. 

Tbe conveyor bell 
move. Ibe cak ... 

aronnd tbe f",lory 
forni, whioh ... v ... 

~ 
loti of lim • . 

Once tbe ")'lIlem 
iJ ""I np, it', not 
. ... y 10 change 
tbe prodncl .. 

... yon can hVl! 
a clke in any 
aha,,"., long 
... it', mnnd! 

Mass customlzatlon 
This is a way of prodncing goods that 
combin.s mass prodnction with some 
element of cu.stomization. 

I'm h.",y wilh • 
oIandard Cakl , bul 

il'l lvon betlor wilh • 
person.li .. d mn .. ",. 



How doas stuff ,.Blly gat mada? 
Production of day·to-day things often involves complicated, worldwide 
networks of businesses. This is known as a supply chain, and it can 
make it unclear who is ultimately responsible for making the product. 
how it gets made and with what materials. 

FOr example. hm's how a supply chain works for this pair of shoes: 

8 
The shoes are 

shipped to shops 
around the 

world. 

Each supplier has 
its own supplier. 
and so on .. 

The rubber is 
sourced from 
a factory in 

Thailand. 

Th~ cotton 
com6 from 

India and the 
polyester from 
Saudi Arabia. 

The leath~r 
is made from 

American 
polyurethane. 



Here are some reasons why businesses have global supply chains. 

Good, low-cosl 
malertals 

Countries often specialize and 
become wOlld leaders in making 

something well and inexperuively. 

Don't know, don't care 

The cheapesl 
workforce 

Businesses can take advantage 
of lower salaries in some parts 

of the world. 

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: 

We're only p.id $80 per monlh, 
bnl lhal' •• lill beller lhan 
.. bat iwu earning before. 

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. 

Every hour I .titcb tbe 
.... m •• nd pockel . on 120 
JWrI ofje.n •. I dothat 10 
bourl a d.y, 6 daya. week, 

300 d.Y' .year. 

If you're buying. pair 
of jean I for 115, .. hal do 
you expoet our .... rl<ing 

condilion. In bo ? 

i alwaY' uwd In 
buy Ihe ohe'pIl.1 
jean., but now 
I look oul for 

etbioal dolh ••. 
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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 . 

... waste time 
Employ~s can waste time moving 
between buildings, looking for tools or 
materials. Any delays in the process can 
lead to much bigger delays later on. 

So. fo, uample. 
b .. ping tools at 
hand h .. ight saves 
tim~ ,uching 
fo, th .. m. 

.. . compllcale Ihtngs 
Unless a feature is really important to the 
consumer. it's not worth adding it . It will 
create costs without adding extra value. 

Who need, a 
healed ' Werln, 
wheel anyway'! 

... overstock 
Fo! production to run smoothly, 
businesses need to have supplies, 01 

stock., of materials ready. However, stock: 
costs money to store and maintain. 

To minimi ... the 
amount of stock. it 
could hi' ordeJed to 
arriVl''' it's n..,d~ 
and taken straight to 
the factory lloor. 

. .. ovarprOdUCB 
H businesses malt .. things they don't sell. 
it's a waste of resources and money. 

Orden 
Numbe, of 

',~ o'''n 

',= Unib 
p,od~d 

',= 
" 'm ~, ... Mo"" 

fo, uampl ... in January this firm 

onrp'oduC<'d by 500 unit •. To av<>id thi •. 
they could wait fo, custom.,. to place an 
OIde, bl'fm. starting pmdurtion. 



Ie.plwpiw .... 
If .... &"3..,. .......... it's ..... 1nntbItlI tlat IOD 10 ..... __ 

IIImg with. bitt. pmdad: Of pmcIIIlDd win ONI cute .... PtotI6ig ... b'" fM....,. 11_..,. of iapMb. pmdactioII. BIN ... _men. 

Investing In 
machinery 

Pooling Ideas 

Evo'Y .... k, WI ut 
everyonl in tho factory 
to como up with ide •• 
for how t.o imp"'Yo the 

.... y w ..... rt. 

This system wa, 
developed at Toyota and 

is known os kaizen, 
which meilIlS 'change fOT 
the better' in Jdpllne.e. 

Learning 
Irorn the best 

CompdIing your busin." 
to others i. known !IS 

benchmarking. 
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Quality sells 
A quality product is one that meets a customer's expectations. If 
customers love a product, they're more likely to buy it again and 
recommend it to others. Entrepreneurs value quality, as it helps a 
product sell itself. 

Quality at every otep 
This internet browser has won lots of loyal customers. Here's why. 

REVIEWS 

Easy 10 access 
"Downl.,wing Ihe browser i, really 

. Iraightforwut\. The ioolruction. aN 
in I big, clear fonl, and Ibera'. an l udio 
venian \00 . I'd recommend illo other 

internet newbi • • "ul lhe ..... " 

MigueL Canada 

Customlzable 
"II' , lUD u ing! Vou an •• 1 lb. 

browser up endly •• you waul it 
Ifyau wanl a map aflbe , Ian and 
Ibe lal.,1 voUeylWl news on yonr 

hom.page, you can hayo il." 

Yi Wei. Singapore 

Simple to get rid 01 
"Thil hrow ... r w ... n'l for me, but al 

le., t it wa. o • • y to uuin.bIl! · 

!ku. Japan 

Thoroughly tested 
• An early veniQu of Ihe browser wa. 

rel •• wd for experienood compuler 
coden . So 1 was one of Ihe finl to 

1 .. 1 it and poinl oul problems. I loye<! 
being inyolve<! in tbe proc •••. " 

Nind. li<>ImdIlY 

Helpful team 
"I couldn't work oul how to cu. lomi •• 
Ihe loolbar. I me.~ged Ihe help team 

IUId tbey gol back 10 m. nally qnickly. 
They've been lrained to be friendly AND 

helpful. Thumbs np." 

Add .... Nigeri. 

They listen 
"I wrote in 10 complain abonl 
download lim ... Thanks for 

apologiJ:ing and r!Xing Ihe problem!" 

Olive" Ire!dnd 



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. 

Thil porridge i. very 
cb •• p, but it'. oold Ind 

watery. I'm nnl . ure 
I'll get il again. 

Tbi. porridge i. delioinu. 
IIld very creamy, but il'. 

100 upen , in! 

Tbi. porridgll i. 
perfecl! W. creamy, 
bnt and affnrdable. 

Quality products that don't last forever 
If a product lasts forever, customers won't ever ne1:!d 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. 
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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 
is bad for people, animals and businesses too. Without water it's 
hard to grow more cotton. 

Who's responsible? 

I need"" a oollon 
T-.hin, 50 I bought 

• cheap on. in a 
fasbi"ubl •• wn. 

Cotton producer 

There', huge 
demlUld from the 

global fashion 
industry for cheap 
oollon. lfw. didn't 
provide ii, lomoone 

e] •• would! 

.. 
My compo.ny . ell, 

T·.birtl miW.. 
from Cenlral 
AoilUl colwn 

bee.u •• it', cheap. 
which i. what onr 
CIll tGmen wanl. 

• • 

Gov.mment official 

Fa,hion business 

Colton i. one of 
onr main ... u"",. of 
revenue . It'. really 
important we keep 
producing ""Iton, 

and 10\' ofil! 

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 ail t he stages of a 
product's life cycle right from the start. 

R,,~d,? C.II, d 
•• ~ ""I' ... 1,,,.11 

I . ... h • ,." ... ,.. ..... ,. 
f·~"d? 

f")~ t, "P"" 
dod ~".,I" ."? 

[)"I .1 "I' 

""sf 
11,,, ~",h? 

The whole 
product life 

cycle 

11,~ ,." II b. d'I IS"'~ t • 
.9"",,1. Ih. 1' ''11 ",,,,b dod ul' 

Ih. (", . )1 m ou"'I? 

\Ii"m I,,~? 

\IiMI'! l ilt 
. ~p.d " U" 
"" ....... I? 
0, p .. pl'? 

Wh. '"' ''1 It? 
11,,.. ? II .1 
do,S" '"!? 

11,~ .! .t I,an\p,d.d? 11.~ I",? 
11,,.. ~",k p.l lu!.,. ~"I thot ",,,b? 

\IiMI I." d? 11", ~",k? 
11." d. ~." ~'I P'I' of .I? 

For example, here's how this sustainable shampoo from 
Lush, a British cosmetics brand, compares to most other 
shampoos you can buy: 

No pIIckaging -
so when the shampoo 

is finished, thele's 
nothing to thmw away, 

Smallel -

.... ........ 
longel-lasting -
the hal can do !IS 

many washes as thr ... 
shampoo bottles, 

_J 

MOle expensive -

Shompoo 
in a bottle 

Lush shompoo 

"", 

so fewel tmd:s are n ... ded 
to tron'port it- which 
means Ie .. pollution, 

each bal eosts mOle to make 
than the avelage bottle, so 

it sells at a highel price, 
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Chapter 6: 
Growing the business 

At the beginning, aU a business needs to do is 
survive. But if it aU 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 hom suppliers and the power to set prices. 
And ultimately, bigger businesses tend to make the 
greatest profits. 

95 



96 

Bigger Is beller 
If your business is doing well, it can be tempting to change nothing 
and keep it the same size. But this means missing out on some of the 
advantages of being bigger. .. 

DailY, ynn . bould serionoly con.ider 
growing yonr drone bu.oine • • . 

Snpplien lend w giv.yon belter 
de.bllh. more yon buy. 

Number 01 
carton, , 

Price per 
carton 

o 

I pay Ie •• p<r u!"lon lhan . malle. 
bol.bllhal only need 51) "mOnl . 

And becau •• each nighl' . 
st ay 00,1. me I ••• than il 

doe. my oomp<titon .. 

• 

Wen, fint of aIL yonr 
co,l. will be lower. I've 

.... n il finlband with my 
botel bn.in .... 

The holel <:<Impnter , y. tem 
co,lo Ih • • am. for me •• my 
. maller compelilon. Bul r 

divido lb. 00,1 betWooD rna", 
bookings Ihan Ibey do. 

Enolly! And more gne.to 
will ohoose my bolel. 
beeau • • ii', oheaper . 

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, caned growing vertically. To do this they may 
need more staff, a bigger building or more machinery - all of which cost money . 

.................. ............... 
Daisy could buy the factory that pJOduces dJOne 
parts. That way. Daisy would contJOI the quality 

of the parts and get them more cheaply. too. 
She could also sell parts to other dJOne builder:s . 

Daisy could expand her factory to 
make many more drones and benefit 

from economies of scale. 

, 
, 

--,' , , , 
, , , , 

/ 

~L_~:;....--;;:-_~ 
~ HortzontaIlY ... ___ ....,,.,tI 

! 
Daisy could try developing 
and selling new products, 
such as DIY drone kits, 
drone-flying courses or 

drone·flying event.! . This is 
known as diversifying. 

Daisy could open her 
own dJOne shop, to sell 
her products dire<:tly 

to customers. 

Div . .. ifyiog help. t.o 
reduco risl<. Sal •• of oue 

producl mighl milk. up for 
falliug l al •• of mother. 
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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. 

I'm Li Ji. and I'm ill my lut yur of ochoo!. After d Ul, 
1 drop my friODdi off., Ih' ir hom" ill lubana:1 for I 
omaU t .. , Tbl irpannll cali .IVI on lim. and polnol. 

My rid ... h1rina: .. rvi.,. ;.10 popul&r, 
I Imowtbl .. ' , I hup marl<et for il. 

How could Ilul1I. il 
iDto. UDicom1 

y"" 1 

Technology 
Businesses that take advantage of 
new le<:hnologies can reach lots of 
customers quickly. 

11llHad ofbting. driver, .by 
don'1 l collDocl atb • • drinn 
with puHIl«<'n1 1'U build an 
I pp Ibol aUowa poop). to boot 

ohare<! elr ride •. 

Get funding 
The more money you raise hom 
investOis. the lower you can push your 
prices. This helps win over customers and 
pushes competitors out of the market. 

think your opp i. going to be blip. 
Li li.1 My company wi.Il ion.1 

miHioDI, .. hich .. ill ~y forth. app '. 
upallIioa iato citi" arooad Cbina. 



Buy 

Two yeals latel, Ii lie's 
company has b&ome a 
unicom, It's been valued 
at $1 billion. 

A quick way to get lots male 
customels is to buy palt of 01 aU of 
a competitors company, 

r ... bought four otb • • ride.olt.ring .pp. arGUDd lob . .... rld. W. """" 
b .... can .Dd dri ... n OIl .... ry 

... "tiIlut.pM1 from Antarctic., 

~, ~ ~ 

'\ . ) ' 
~ • - --~~ I L-., 

V~lue (1) 

v .... , 3 

Keep Innovating 
Even the most successful businesses 
need to keep evolving to stay on top 
of the competition. 

rm fundiDg rue.rcb ia 
, I .. tric car battorill. I ... ot 
our comp&llY to be lb. tint 
gnoa rid, .olt.ring bu.ia .... 

~I 

~ 
8 • 
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Seiling abroad 
Selling to other count ries 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 tHI might take 
up mOTe .pace in 

other longllllg ••. " 
there enough 'pace, 

Is this affordable 
in .vel)' market? 

Will people relate 10 
the,. business examples 

in other countries? 

Are any of the 
image. offensive in 

other rultures? 

Doe, the diagram make ,ense 
if the 1.%1 read, in another 

direction? FOJ exomple. AIabie 
is read from right 10 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. 

Getting It there 

DiGUSH 
CROISSANTS 

TIlIS WAY 

n 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. 

I . Leaving 
Ihe counlry 

f!l 
• H&n you 1"' .... export 

doclar&Iion. permit 
...... IIlalth certiftcah 

for your product' 

y ... ·u ....... toMollt all 111_ 
fonDl alUl J'I1 a taL 'rb.u 
... lIl11lpoet till roo4o to 
maklllllW tIIey'ft oafl. 

Some governments might choose 
to IIIIb th1I proc.s euItt or 
hInI8 Oft purpose. to eDCOW'Ip ",-.Ivnig1I­
from ..tUng In thtir cuwbJ. 
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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 Hoating on the stock market. Once 
someone buys a share, they are called a shareholder. 

Stock exchanges This map shows the biggest stock eIchanges 
around the wo rld. 

Shares are sold to 
the public through 
marketplaces called 
stock exchanges 
('stocks' has a similar 
meaning to 'shares'). 

Atter buying shares 
in one business, a 
shareholder can later 
sell them on the stock 
exchange and buy shares 
in a different business. 

Hew York 

.'" E:lchm'l" 

NASDAQ stork 
marbt 

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: 

L Walmart , USA · rotail 
2 . Stat. Grid, e h("" - on<rgy 
3 . S(nop"' Group , China - onorg~ 

4. eh"", Natio""l Pd roloum, e h( "" 
s. To~o ta Motor, Japan · car< 

6 . Volhwagon, G<rman~ - car< 

" .,,' 
on<rgy 

, . Royal Dutc h Sholl, Noth. rlaRd. - ono'g~ 
8 . Bo, b hi, o Hathaway, USA - !i""R« 
9. Applo, USA - to< hnolog~ 

10. Eu on Mob il, USA - .n.'g~ 

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. 



To lIoal or nol 10 floal? 
Once a business goes public, it must share more infonnation about itself. These 
are some of the things that it has to do. 

Reveal any plans to 
be taken over by 
another business. 

Announce new 
product launches 

in advance. 

Report profits 
or losses several 

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 internet. 
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. 

Good publicity 

LL Increased public profile, which can 
lead to increased product sales 

But if share prices drop, the opposite is true. 

Easier to attract 
private investors 

Easier to get 
loans from banks 

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. 

Scandal 
If a business is hit by scandal, share 
prices often fall. For example, when news 
broke in 2018 thai Farebook users' data 
had been sold, Facebook share prices 
plummeted. Then Facebook had to deal 
with the reputational damage from both 
the scandal and the fall in share price. 

"-"'" .HE 'Ale' fie> I 
DATA fROM 80 MILllON 
FACflIOOK USERS SOLD -~THEDAILY ~~ 

FACEIIOOK SHARE PRICE 
AT 6·YEAR LOW!!! 

- ----- -- ---- --- - - -

---
l

- --
- I 
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Too big 10 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 
the ... ! How wa. 
your we.kend? 

Good, lhaill! 
Who are yon again? 

People can feel 
unappreciated and isolated 
when they work for a huge 
company, so they become 

less productive. 

Nobody even noli"", if I 
work hml.. Pfff, whal' . 

the point oftrying? 

When a company gets 
bigger it's harder to 

control waste. 

Whioh manager 
approved Ih. ping 

pong room? 

Coordinating hundreds of 
suppliers is tricky too. 

w. needed lhi, 
delivery wi week! 

OoPI,IOny. 



Too big 10 be lal,? 
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 Ih. farmer for 50p and •• U illo Ih. onst.omer for £5. 

Vou an'l pay UI tbal! Thai', too low! I oan'l arfurd thai! It'. too upenoive! 

Supplier 

Take il or In ... il. Yon've 
got no choice, bebe . 

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. 

,t., 
/ ... 

Risk 
How much will it cost? 
How long win it take? 
How much work wiU it be? 
How stressful win it be? 

Reward 
How much extra money wiU you make? 
In one month? In one year? 
Wilt it bring you satisfaction? 

Some entrepreneurs don't want to change their lifestyle, so they decide not to 
grow their business - and that's ok too. 
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Too big to fall 
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, 
runs out of money and collapses . .. 

My bulinn. lOll 
ill money 10 I've 

had to . hul it down . 

~"~,="C.~.~.", .. :. ~.~.c,,,, Its customers 
will lose the 

money in their 
bank accounts. 

More people wiUtase their 
jobs and savings and won't 
be able to repay their loans 

to other banks. 

MOle businesses 
shut down .. 

41-':'," 
.... , .... n 4 '- ,A... 
,:,:::,:;~;~, 1 1.--

Eventually, Bank 
B will run out of 

money completely, 
and collapse. 

W.·VI hl ard 8 .,,:': 8 ·, 
running oulofmonlY. 00 

...'ro qu.uing up 10 lat. our 
money oul btlo ... il ruOI oul. 

wort for . hul, 10 I 
1011 my job. 

I'VI JOlt .U my 
moaey 10 I .0n'l 
repay Ihe mo,,"y 

WI borrowed 
from Bank B 10 
buy our bUH. 

With people not 
repaying their loans, 
Bank B will start to 
run out of money. 



.......... 11 
IDlODI.,*fl.a k" ...... ' ............ If __ 

~to.L'.a.:.=::::=.':::=::. ~ 
YOIll" risky deal. caUied (hi.; 
m . ... bnt we' .. . 0 worried 

abont Ihe conooqueooe,lbal 
we'll nscue yon anyway. 

Don'l forget 10 pay 
nl b..,k one day! 

~ ". Why, thank 
you! 

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

Q;I , 
We won t 

pay lor their 
crisis 

I Whose money? 
Our money! 

It will onoourago 
Ibo banb 10 be OVID 
mo .. notl, .. iftboy 
know ... l1 pay for 

Ib, ir 10 .. 11 . 

.. __ Ib., 

Why . honld .... pay for Ih ' 
bank'. loul' when we don't 
pt • • ba .. of Iboir .. wanl, 
when thin", an ,..ing ... II? 

If It', \00 hit' to fall, 
it', \00 hie! IIruJ< 
Rp u.. hub into 
.. .... rCOFll .. m.! 

..... -1IIIl CIIIIt t • ,.1. __ 1MIIIIl1IIIt ..., ClMI"Lw II:Il WIIIt iIlto .. L-.,............ .... .... latIfII ....... aatfll .. .. 
tlltWiiidlj ..................... tl!latlt ........... _ 
_ !fiber" tw ... ....... To.., to pcow ........ cdIiI ""'. • .... Foa' b .... 
.... .. ...,.. .... tIddtr. to IIDp pri' d* '-+hI 





Chapter 7: 
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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How easy Is It to do business? 
Setting up and doing business is different in every country. In some 
places it takes longer to get things done. In others it might cost more 
- and sometimes it's not even possible to do business heely at all. 

Here are some of the things that make doing business edsier. 

Infrastructure 
Things slich as roads, ehx:tric 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 
is taken care of by government and paid for by taxes (see page 58). 

Properly rights 
If businesses don't have the rig ht to own stuff. usuaUy calledproperty 
rights, it's difficult for them to compete fairly. This includes their goods 
but also their ideas. 

Hang on, I invented 
the Kid Tracker. 

You an'l ... lI lhem! 

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



Here ilIe some of the things that malte doing businesshardo!'r. 

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

Using threats or violence 
against a business. fOI 
example to shut a competitol 
down. is caUed extortion. 

Asking for money in exchange 
for special treatment, such 
as plo~ssing an application 
quickly, is called bribery. 

Red lape 

When a govemment official 
is also a business person, this 
Cleates something caUed a 
conflict of intelest 

Hmmm! A new rlillway 
. Ialion i. opening in 

2025. 1"]] open a bnmcb 
of my bUl in ... rigbl 

nu l door. 

Government rules can stop businesses hom cheating customers. But excessive 
rules 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. 

The rale Dr government 
In many countries, businesses don't have to worry about simple things such 
as infrastructure or property rights. That's because the government is working 
behind the scenes to make doing business easier. But sometimes the government 
can actually make doing business hiJIder, by insisting on red tape. 

The government's attitude to business - whether they tend to help or hinder -
can affect how some people decide to vote in an election. 
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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. 

If supply is low, businesses 
can charge lots. 

limit~d ~dition 
rar~ or( hid" £25 

If supply is high. bwines.ses need 
to charge les.s to se!! their supply. 

Flowers 

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

I alwa)'Jlry 10 prOOid 
change. to oUPPIy IUld 
demlUld. I ronltantly 

adjUlI what 1 01",,1< and 
how much I cbarge for 

everything. 

",....---... 
TJends 

Th~J~ is inCfN.S~ 
d~mand to. flO_IS 

are in fashion. lor 
eump\e if a ce~brity 
is pictUJed 1'rith them. 

~
. 

opr Competition 
Q.9SI When a competitor !OW<'IS their 

price" Tri,h ', become more 
e%pen,ive in comparison. So 

~of fuel 
IT full! gK.o more .q>ftISi ..... 
TruIta hu to ,ai .. the price 

of d.li......,.. 1'IW in t um 
dem1lJ\d for he, floweIS goe, down. udUCfl dfllland. 
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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 fo r any individual 
business, too. 

If people are making. buying and 
selling lots. the economy is said 
to be doing well. 

~ 

People have 
jobs and money 
to spend .. 

People f~1 confident 

If people are makiruj, buying and 
selling lHs, the Konomy is said to 
be doing badly. 

n..~e·s less to do, 
so mnr people are 
ftlIployN. FflJple 
haw less monq to 
s~nd .. 

about the future.. uncertain .. 

My pay will t, >=,,>1, ,,, ... , 
lhi. year! 

... so typically customers spend more. 

Recession 

.. ,so usually customers spend Ins . 

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. Government s and national banks try t o 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: 

Dirtiest leisure centre 
in Britain revealed: 
BogiU Pool dnd Gym 

Some time ldter., 

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. 

WI don't an! WI I t ill gil money 
from oil lb. peopll who love 

coming to lb. nightclub. 

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 nightclub to move away from people's homes. 

Sometimes the government 
steps in to encourage 
businesses to produce 
things that are good for 
consumers or society. 

Wind rarml provide ole&II loure •• of energy, bnllhey'l1I 
upeo , ive I<> , el np. 8& lb. gnvernmenl i, giving granl' 

\0 enlreprenenn huilding wind r.rml. 



Government toolkit 
Pollution is another example of market failure. Suppliers and consumers of goods 
and services that cause pollution don't suffer individually - but society does, As 
well as setting laws, here are some of the tools governments can use to tackle it. 

Tax incentives 
G""'"m~,"" 'CO" put a tax on 

cars that use lots of petrol. 
By making them more 

expensive, it discourages people 
from buying those cars, 

Ownership 
Nobody 'owns' rivers. so 
people don't always take 
care of them, 

The government can gift All institution, 
such ail an mvirotuDatt ageft(y, the 
p<IWtf to let ' .. if it 0WIIl the riven. 
This mew; if. tMir~ to 
police riven and fine poUutfts. 

Worldwide agreements 

On the other hand, by 
reducing t.u:es on electric 
cars, the government can 
encoUiage people to switch 
to less polluting cars, 

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

I wonder which 
fruil il mon 
toCOfriendly'! 

To help, a g~:::7'::;; ,;:,:,:::,. producers to on 
a product label. such as the distance 
the product has travelled. 

Dow. all agree thai rioh ""unlri .. , 
which an tho higg • • t polluten, . hould 

cut tbeirpollulion down mOlt? 

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 
count ry, So to tackle the 
problem, governments from 
around the world have to 
work together - but it's 

Thai' , unfAir! Rioh ""unlri •• 
Ilill need faolori • • 10 koep 

Iheir eeonomie. going - even if 
Ihey .au •• pollution. EVery<>Od 

Mould cui down tlJd UlII~. 

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 
developing . 
leohnoiosy W 

grow diamondJ 
in • lab. 

[l]loan 

WeoMd to 
bom>W£lOO,OOO 

to p i our 
bu.iu .. , t..r\ed. 

[;f] intere5t 

Citybank agrees to lend the bwines.s 
£100,000, at a current interest rate of 10%. 

10"10 of ~--.<:~ 
£100,000 is 

£10.000 £100,000 

Diamond & 
SoSons win have to repay 
£100,000 plus an eItra £10,000, which 
is £110,000 . 

TOTAL - (110,000 J 116 



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. 

Businesses 

Tho interesl rate bu 
inc"' .... d from 10% 10 

17%. So nowwe hve t& 
"'pay £1,700 per monlb. 

WI'U blve to fmd •• ay 
of makiq .avi..,. .. 

Whyd.n'l wo move t& Ismlll1er 
il.b .o we ply I • •• nnl? 

Consumers 
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 .. 

'" at > 
I ",,"~ 1 

hondbaq' .1 
HoliddyS 

New con 

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

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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'rile power 01 technology 
BreUthroughs in science lead: to new technologies. then new products 
and even new ways of doing business. Here's III eumple. 

DNAFIt 
This business promises 
to improve customers' 
diet and fitness based 
on their DNA profile. 

AncestryDNA 
This business reveals 
customers' unknown 
relatives, and where 

distant an~stols 
came from, just by 

looking at their DNA. 

23andMe 
By analysing their 
customers' DNA. 
this business can 
warn them if they 
are at risk of some 
particular diseases. 



Rise 01 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 

.. . and mOle reliable. 

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. 

1 d •• ign«llh. 
OOftWL" the pina 
hulin . .. u .... lo 

tak.ord ... . 

1 fII and 
maintain Ihe 
pina.malrlng 
robolio arm. 

~ 
\ 

And often machines only take on certain tasks rather than whole jobs. 

ljult 
di. pen ... 
money. 

Pari of my job Uled to he diJpen. ing monoy, bul now 
tho cuhpoint doe. tbal. 

1 didn't 10 .. my job Ihough. Now I foc:UI 
on helping pe-ople with their fman""., 

whioh lenjoy mono 

Nobody knows for sure if increased automation technology will lead to fewer 
jobs overall. Currently people are still better than machines at aU 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 CILItomer. 
able to spot clever tricks that 
businesses use. 

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

I'm only going 
to buy the •• if 

Ihe bu. in.s. e. n 
gulmml •• lb. 

worko .. we .. paid 
a docent woge. 

You will have the basic information you need to start your own business, if that's 
what you want to do. If you are feeling nervous, remember these things: 
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YOli don't need to have any particular 
personality to run a business. You 
only need to w.rnt to run a business. 

make money 
Ihl l made my 
bu, ine •• work. 

You can use things you've learned hom 
being a customer. Copy things that you 
liked, and avoid anything that put you off. 

Ugggghhh . .. 1 hal. il when. 
oo. in ..... ndlloo many em ails! 

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

I .Urle<i my app 
complUlY wben I WlUI 
14 IUId learned bow 
\0 run a bulin •• o 
juol by doing il! 



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

When I realised my 
maguioe wasn't making 
muoey, loot my costa to 
make tb. oo. in . .. work. 

It doesn't mattr r if thr first business you try darsn't 
work out, You can lram from what went wrong , 
RemrmNr Thomas Edison, from page 621 

I failed with lot. of 
bosine.s ideas, but I , trock 

it big witb my light bulb! 

If you want to start yOUl own business , you could start with some 
of thesr activities: 

Join a scheme that oIlers support IllId 
trdining to young people interested 
in business. These are olten called 

Young Enterprise Schemes or Business 
Achievement Progrom" Ask if there is one 
dt your ,chool or college, or seOlch online 

lor one in yOUl local OIed or region, 

Make something ,imple and ,eU it, 
lt could be keyrings, or earring' ­

or anything! 

look for bargain, in second­
hdJ\d ,bop', then try selling 

them on for a profit, 

Sell to yOUl friends 
dJ\d family, 

Rent a 'taU at a mOltet, 

Get to know local 
business people and 
eMt to them about 
how they run their 

Open a shop on an online marketplace 
such !IS eDdY or Etsy, 

businesse" 
Read the business ,,"etion 01 newspdpeIS, 
to learn more about why some busine,,,", 

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. 

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 sen 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 

cash flow money that goes in and own business. 
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out of a business regularly. ethical business any business that 
CEO short for Chief Executive puts time and money into protecting 
Officer, the most senior person in the local community or environment. 
charge of running the business day- exporting sending goods or services to 
to-day. Sometimes called an MD, or another country to sell them. 
Managing Director. 



firing when amanager 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 
someone 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 its 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 aproduct 
should cost. 
product anything a business sells, 
whether ifs a good or aservice. 
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 t hat sells 
goods to consumers, for example a 
grocery store. 
revenue money that a business 
receives h om selling its products. 

service an activity t hat people pay 
a business to do, such as cleaning. 
shareholder someone who owns 
sh.ues in a business, and can 
receive a portion of my profits. 
shares parts of the business t hat 
are owned by different people. 
sole proprietor a person who is 
t he 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 
t hat one business relies on to 
produce goods and services. 
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sustainability when a business or 
group of businesses ensures that t heir 
production methods do not harm the 
environment. 

t axes money that individuals and 
businesses pay to the government, to 
be spent on public services. 
t rade union an organization that 
supports employees to demand 
better working conditions from 
t heir employer. 
unicorn a startup with a value of 
more than one billion dollars. 

wholesaler a business t hat sells large 
amounts of goods, usually to aretailer. 
workers' rights rules about how 
employees should be t reated, including 
t he right to form a trade union. 



Usborne Qulckllnks 
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 Usborne Quicklinks website at 

www.usborne.com/quicklinks 

and type in the title of this book. Please follow the internet 
safety guidelines at the Usborne 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 ha~ started their own businesses 
• Take a virtual tour of a factory 
• ~ inside the New York Stock El:change in the USA 

Amaling! 
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Discover the rest of 
the books in the 

For Beginners series 
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