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PART I 

What sort of company is it? 

There are many types of business organization, and the different terms can be con-

fusing. The left-hand column below gives various types of organization, and the 

other column contains short descriptions of each type. First, read both columns 

together. Then, cover the left-hand column, and from the description try to name 

the type of organization described. Finally, cover the right-hand column, and try to 

describe each organization listed on the left. 

 

Type  Description 

company (UK)  

corporation (US) 

organization operating to make profit 

society friendly association of people; for example, a 

sports society (society + firm) 

enterprise new commercial activity, for example, How's 

your new  enterprise? Also in some company 

names; for example, Smiths Enterprises (enter-

prise  ≠   firm) 

limited company firm where shareholders' liability is limited 

cooperative democratic firm owned by its workers 

multinational organization operating in several countries 

parent company company which owns another 

subsidiary ( = affiliate) firm owned by a parent company 

holding company firm, usually without commercial activity, created 

to be parent to other companies 

public company company whose shares are publicly available 

private company company whose shares are not publicly available 

nationalized company company owned by the state 
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government agency organization which is part of the state administra-

tion 

charity organization to relieve poverty, advance religion 

or education, etc; benefits from some financial 

concessions 

offshore company firm based in a tax haven to avoid higher taxation 

minority interest company in which another firm has less than a 50 

per cent interest 

operation general word for a company, usually a small one, 

and part of a large group. It also means activity; 

for example, our commercial operation 

partnership two or more partners working together for profit, 

without limited liability 

 

VOCABULARY STUDY 

Word List 
Nouns and noun phrases 

ability - способность 
adjustment - приспособление 

asset(s) - актив(ы) 

bankruptcy  - банкротство 

board - правление 

board of directors - правление директо-

ров, дирекция (правление) корпорации 

charter - устав 

limited company - компания с ограни-

ченной ответственностью 

debt - долг 

strength - сильная сторона; сила 

retail - розничная продажа 

retail store - магазин розничной 

торговли 

retirement - отставка, выход на 

пенсию 

revenue - доход 

share - акция 

shareholder - акционер 

tax - налог 

whim - прихоть, каприз 
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decision - решение 

enterprise - предприятие 

entity - существо, организм, организация 

entrepreneur - предприниматель 

expenses - расходы 

failure - неудача 

fee - гонорар 

flexibility - гибкость 

Joint Stock Company - акционерная 

компания 

lender - заимодавец 

liabilities - пассивы 

liability - ответственность 

licence - лицензия 

loss - убыток, потеря 

management - управление, руководство 

maintenance - эксплуатация 

objective - цель 

operation - операция, деятельность, ра-

бота, эксплуатация 

owner - собственник 

ownership - собственность 

partner - партнер 

partnership - товарищество, партнерство 

profit - доход 

proprietor - владелец, хозяин 

proprietorship - собственность 

sole proprietorship - единоличное владе-

ние 

Adjectives 

capable - способный 

complementary - дополнитель-

ный 

flexible - гибкий 

leery - хитрый, недоверчивый 

legal - законный, легальный 

liable - ответственный 

responsible - ответственный 

retail - розничный 

  

Verbs and verbal phrases 

acquire - приобретать 

bear - нести 

borrow - одалживать, занимать 

charge - нагружать 

be charged with (he was charged 

with)  - ему было поручено 

dissolve - распускать, расторгать, 

растворять 

entail - влечь за собой 

involve - вовлекать, влечь за со-

бой, вытекать 

be involve - быть вовлеченным 

pledge - отдавать в долг, закла-

дывать, обязываться, ручаться 

possess - обладать 

refer to - относиться; ссылаться 

restrict - ограничивать 

seize - захватывать 

 

Adverbs 

consequently - следовательно, 

значит, стало быть 
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Ex 1. Match the words with the definitions below. 

 

Stock, shareholder, assets, ownership, charter, 

debt, liabilities, retail, partnership, tax. 

1. Owner of shares. 

2. Money lent to a government in return for interest; shares in the capital of a 

business company. 

3. Anything owned by a person, company, etc. that has money value and that 

may be sold to pay debts. 

4. Right of possessing. 

5. A business owned by two or more people. 

6. An amount of money that you have to pay to the government so that it can pay 

for public services. 

7. The sums of money which a company or organisation owes, for example be-

cause it has made promises or signed agreement. 

8. Written or printed statement of rights, permission to do something, especially 

from a ruler or government. 

9. Payment, which must be, but has not yet been, paid to somebody; obligation. 

10. Sale of goods (usually in small quantities) to the general public, not for resale. 

 

Ex II. Mind that the words stocks and shares have certain similarities in 

meaning, but are not exactly the same. 

Although these words are often used as synonyms there is a difference in 

meaning. 

1.  Stocks are similar to loans and pay interest. In the UK, they are known as de-

bentures (if issued by companies) or gilts if issued by the government. The interest 

is usually at a fixed rate. They are a safe investment as companies are obliged to 

pay interest and repay the capital whether or not the firm is making a profit. How-

ever, the return on the investment is likely to be lower than on shares. 
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2.  Shares pay dividends rather than interest and enable the bearer to own a part of 

the company. If a company goes bankrupt, the shareholders will only be repaid 

after all the other creditors. As the term equity can be defined as what remains 

when all other claims on a company's assets have been met, stock and equity are 

interchangeable terms. There are many varieties of shares: these are some of the 

most important. 

2.1 Ordinary shares give the bearer the right to vote, appoint and remove 

directors and the right to receive a dividend. 

2.2 Preference shares give the holder the right to receive dividends before 

ordinary shareholders and priority if the company is liquidated. How-

ever, the dividend is fixed. 

2.3 Cumulative preference shares entitle the bearer to be paid in аrrears if 

a dividend is not paid in any one year. 

3. Stocks, shares and bonds are known collectively as securities 

Ex III. Using a dictionary add as many words as possible into the table. An 

example has been given to help you. 

 

Verbs Adjectives Nouns 

1. to flex flexible flexibility 

2.   management 

3.   operation 

4.   owner 

5.   retirement 

6.   tax 

7. to charge   

8. to dissolve   

9.  complementary  

10.  legal  
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Ex IV. Choose the words with similar meaning from the two groups and ar-

range them in pairs. 

A. Objective, lender, board, charter, expenses, management, owner, revenue. 

B. Creditor, governing body, regulations, overheads, aim, administration, proprie-

tor, income. 

 

Ex V. What are the opposites? 

Legal, leery, complementary, to borrow, expenses, operation. 

 

Ex VI. Form all possible word combinations using the words of both columns 

and translate them into Russian. 

legal 

limited 

sole 

involve 

retail 

registration 

dissolve 

be liable for 

leery 

borrow 

income 

proprietorship 

forms 

company 

store 

license 

debts 

lenders 

management 

shareholders 

capital 

taxes 

Ex  VII. Complete the sentences with the words from the box below. 

Single, ownership, sole proprietorship, flexibility, individuals,  

 

liability, own, to operate, directors, stock. 

1. There are three major legal forms of.………. : sole proprietorship, the partner-

ship and the limited company. 
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2. A sole proprietorship is owned and operated by a .……… individual. 

3. A..……….. can be dissolved as easily as it can be started. 

4. A sole proprietorship offers the owner freedom and ……….. in making deci-

sions.  

5. A partnership is an unincorporated enterprise owned by two or more 

…………….. . 

6. One partner may possess the management skills ………..... the firm. 

7. In partnerships, the unlimited ………. is both join and personal. 

8. Limited companies are separate from the people who …………... and manage 

them. 

9. The owners of limited companies elect a board of………….. at an annual 

meeting. 

10. Shareholders of corporations can only lose the amount of money they have 

invested in company .……….. . 

Ex VIII. Translate into English. 

1. Единоличное владение - самая простая форма организации бизнеса. 

2. Единоличное владение предоставляет владельцу свободу и гибкость в 

принятии решений. 

3. Владелец ответственен за все долги компании. 

4. Время существования компании может быть ограничено банкротством 

тюремным заключением, уходом на пенсию, прихотью владельца и т.д. 

5. Заимодавцы предпочитают вкладывать деньги в партнерства, чем в еди-

ноличные владения, поскольку все партнеры являются финансово ответ-

ственными 

6. Партнерства не так легко распускаются, как единоличные владения 

7. В компаниях с ограниченной ответственностью собственность представ-

лена акциями акционерного капитала. 

8. Акционеры могут только потерять деньги, инвестированные в корпора-

ции. 

9. Дивиденды акционеров корпораций облагаются налогом на основе инди-

видуального принципа. 
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10. Компания обязана посылать акционерам ежегодный отчет, отражающий 

финансовое состояние фирмы.  

Ex IX. Make up you own sentences using the following words and word com-

binations. 

Forms of ownership, sole proprietorship, a single individual, most common form 

of ownership; partnerships, easy to start, partners, to be legally liable for all debts, 

owners, limited companies, board of directors. 

 

A. TEXT STUDY 

Companies 

 

to be responsible for                      – отвечать за что-либо 

to run a company                           – руководить компанией  

shareholders                                  – акционеры 

to own                                            – владеть  

the day-to-day running of the firm – повседневное руководство фирмой  

hierarchical                                   – иерархический 

a board of directors                       – совет директоров (правление)  

multinationals                                – многонациональные компании 

business entity                               – экономическая единица  

perform services for fee                – предоставлять услуги за плату  

merchandising companies            – торговые компании  

 

There may be occasions when you have to talk about the company you 

work for. This may be when you’re actually showing someone around the place of 

work or premises. Or you may need to explain to someone how your company or 

your department is organized, who is responsible for different aspects of the busi-

ness and how the company is run. 

Companies are very important part of a country’s economy. Businesses 

produce goods and services, and come in every shape and size. Although the vast 

majority of the world’s companies are small, in many countries the economy is 

dominated by large firms. Large businesses differ from small ones in a wide varie-

ty of ways. In many countries there are nationalized companies belonging to the 
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state, as well as private companies. A private company might be a small firm with 

thousands of shareholders “owning” the firm. 

In a very large firms the shareholders have very little to do with the day-

to-day running of the firm. This is left to the management. Large companies may 

be organized into several large departments, sometimes even divisions. The organ-

izational structure of some companies is very hierarchical with a board of directors 

at the top and the various departmental heads reporting to them.  

Some firms may only produce one good or service. Others may produce many dif-

ferent products. As a company gets bigger it may expand geographically. Many 

large firms are multinationals with manufacturing plants and trading locations in 

several different countries spread around the world. 

A business organization is often referred to as a business entity. A business 

entity is any business organization that exists as an economic unit. Business 

entities can be grouped according to the type of business activity they perform. 

1. Service companies perform services for fee. This group includes companies 

such as an accounting firms, law firms, repair shops, and many others. 

2. Merchandising companies purchase goods that are ready for sale and sell them 

to customers. They include clothing stores, supermarkets, and so on. 

3. Manufacturing companies buy materials, convert them into products, and then 

sell the products to the companies or to the final customer.  

 

B. TEXT STUDY 

 

TYPES OF BUSINESS ORGANISATION 

Ex 1. Read the following words. 

enterprise, responsible, alternatively, numerous, efficiency, ownership, incentive, 

disadvantage, liability, possession, involvement, since, entrepreneur, resources, 

security, prevalent, retailing, debts. 

 

Ex 2. Read the following word expressions. 

sole proprietor, joint stock company, cooperative society, public corporation, one-

person business, decision-taker, extremely flexible, easy adjustment, market condi-

tions, repair and maintenance work, personal services. 
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Different types of business organisation to be found in the UK and most other 

capitalist countries may be classified under five headings: the sole proprietor, the 

partnership, the joint stock company, the cooperative society, and the public cor-

poration. 

The sole proprietorship 

This is the simplest and the oldest form of business enterprise and often referred to 

as the one-person business. A single person provides the capital, takes the deci-

sions, and assumes the risks. He or she is solely responsible for the success or fail-

ure of the business and has, therefore, the sole rights to such profits as may be 

made, or, alternatively, bears the sole responsibility for such losses as may accrue. 

The one-person business is still far more numerous than any other types of busi-

ness organisation, but in terms of total output employment, value of capital em-

ployed, or value of total output, it is relatively unimportant compared with the 

joint stock company. 

The strength of this type of firm lies in the direct personal interest of the proprie-

tor in the efficiency of his enterprise. Ownership and control are vested in one 

person who enjoys all the fruits of success and hence has a great incentive to run 

the firm efficiently. Since the proprietor is the sole decision - taker and has no 

need to consult colleagues when changes of policy are required we should expect 

this type of organisation to be extremely flexible and capable of quick and easy 

adjustment to changes in market conditions. 

The great disadvantage of the sole proprietor from an enterprise lies in the fact that 

the owner is personally liable for the debts incurred by his firm and his liability is 

unlimited. All his personal possessions are at risk and may be seized to meet credi-

tors demands in the event of the business becoming insolvent. Another disadvan-

tage of this type of firm is the strict limitation of its ability to acquire capital for 

expansion. Finance is restricted to the amounts which the entrepreneur is able to 

provide from his own resources and whatever sums he can borrow on his own se-

curity. 

We find the one-person business prevalent in farming, retailing, building, repair 

and maintenance work, and personal services such as hairdressing. 
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Ex 3. Fill in the gaps using the following words. 

 

possessions,    adjustment,    proprietor,    failure,    headings, enterprise,    

 efficiency,    ownership,    conditions,    flexible,   failure,    liability,     

debts,    decisions,    responsible 

 

1. The different types of business organisation may be classified under five …....  

2. This is the simplest and the oldest form of business…..... . 

3. A single person is solely ……. for the success or….... of the business. 

4. His …... is unlimited. 

5. ….... and control are vested in one person. 

6. This type of organisation is extremely …... and capable of quick ……. to 

changes in market….... . 

7. The owner is personally liable for the .…… incurred by his firm. 

8. All his ….... are at risk. 

9. A single person provides the capital, takes the……., and assumes the risks. 

 

Ex 4. Find the synonyms. 

enterprise, decision, acquire, business, obtain, need, event, proprietor, case, owner, 

responsible, solution, liable, require 

 

Ex 5. Find the opposites. 

strength, profit, success, security, weakness, amount, failure, quantity, danger, loss 

 

Ex 6. What are the opposites? 

advantage, limited, able, employment, important, compared, personal, capable 
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Ex 7. Translate into English. 

эффективно руководить фирмой, единственный человек, принимающий ре-

шение, консультироваться с коллегами, необычайно гибкий, изменение ры-

ночных условий, огромный недостаток, лично ответственный за, неограни-

ченная ответственность, удовлетворить требования кредиторов. 

 

Ex 8. Make sentences using the following words. 

1. are, control, and, in, ownership, person, one, vested. 

2. organisation, of, is, this, flexible, type, extremely. 

3. risk, all, at, possessions, his, personal, are. 

4. as, the, often, referred, is, business, it, to, one-person. 

5. relatively, joint stock company, is, compared, unimportant, it, the, with. 

 

Ex 9. Fill in the gaps with prepositions. 

1. The different types …... business organisation to be found…... the UK may be 

classified…... five headings. 

2. This is the simplest form…... business enterprise and is often referred…... as 

the one-person business. 

3. He is solely responsible…... the success…... the business. 

4. The strength….. this type….. firm lies ….. the direct personal interest..... the 

proprietor in the efficiency….. his business. 

5. The owner is personally liable….. the debts incurred…..his firm. 

6. All his personal possessions are ..... risk. 

7. Another disadvantage ….. the type of firm is the  strict limitation ….. its abil-

ity to acquire capital ….. expansion. 

8. Finance is restricted ….. the amounts which the entrepreneur is able to provide 

….. his own resources and whatever sums he can borrow ….. his own security. 
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Ex 10. Ask questions to the italicized words. 

1. The different types of business organisation may be classified under five 

headings. 

2. The owner is personally liable for the debts incurred by his firm. 

3. The one-person business is prevalent in farming, retailing, repair and 

maintenance work. 

4. A single person provides the capital, takes the decisions, and assumes the 

risks. 

5. The oldest form of business enterprise is often referred to as the one-person 

business. 

 

Ex 11. Fill in the gaps using verbs in the correct tense form. 

1. The different types of business organisation…….... (to find) in the UK 

may……... (to classify) under five headings. 

2. He ….... (to have) the sole rights to such profits as may …….. (to accrue) 

or, alternatively, …….. (to bear) the sole responsibility for such losses,  

3. The one-person business …….. (to be) still far more numerous than any 

other type of business organisation. 

4. Ownership and control…….. (to vest) in one person who …….. (to enjoy) 

all the fruits of success. 

5. He ……. (to have) no need …….. (to consult) collegues when changes of 

policy, …….. (to require). 

6. We should ….... (to expect) this type of organisation …... (to be) extremely 

flexible. 

7. All his personal possessions may ….... (to seize)….... (to meet) creditors' 

demand. 

8. Finance …….. (to restrict) to the amounts which the entrepreneur is able 

……... (to provide) from his own resources and whatever sums he can …….. 

(to borrow) on his own security. 
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Ex 12. Answer the questions. 

1. What are the types of business organisation to be found in the UK? 

2. What is the simplest and oldest form of business enterprise? 

3. What is the strength of the one-person business? 

4. What are the disadvantages of this form of business organisation? 

5. Why is the one-person business less important compared with the joint stock 

company? 

6. Where is the one-person business prevalent? 

 

C. TEXT STUDY 

ORGANIZING A SMALL BUSINESS 

 

to pursue - следовать, придерживаться чего-то 

willingness and determination - желание и решимость 

entrepreneur - частный предприниматель 

viable business - жизнеспособный бизнес 

gambler - азартный игрок 

obtainable goals - достижимые цели 

misconceptions - неправильное представление 

byproduct - сопутствующий продукт 

supplier - поставщик 

lenders - кредитор 

awareness - понимание, осознание 

strengths and weaknesses - сильные и слабые стороны 

 

Many people find the potential independence and financial rewards that 

can come from owning a small business very appealing. For some, owning their 

own business has been a lifelong dream. Many people, however, hesitate to pursue 

this dream because they don’t think they have enough education, experience or 

money – or are simply afraid they might fail. 
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 Whatever the reason, owning your own business may be one of the most 

challenging, satisfying, demanding and rewarding things you do in your life. How-

ever, there are real risks and difficulties in starting any new business. 

 While each business is different, there are some basic things every small 

business needs to succeed. Key among these are a good idea, hard work, 

knowledge combined with common sense and imagination, plus the willingness 

and determination to make an idea into reality. 

 

ENTREPRENEURS 

 Small business owners are also called entrepreneurs. One definition of an 

entrepreneur is someone who organizes, manages and assumes the risks of a busi-

ness or enterprise. Other experts say an entrepreneur is a person who can “create 

out of nothing” a viable business. 

 Many people think that those who go into business for themselves are 

naturally high risk-takers. Of course there are risks in business, but real entrepre-

neurs aren’t gamblers who depend solely on chance to succeed. 

 In fact, just the opposite is true: successful entrepreneurs do everything 

possible to minimize the real risks. They manage risk by setting reasonable and 

obtainable goals – then work to exceed them. In short, the successful small-

business owner works hard and intelligently. 

 One of the bigger misconceptions about entrepreneurs is that they are only 

interested in making money. Entrepreneurs certainly like and respect money, but 

money is only a byproduct of an even bigger goal for many very successful entre-

preneurs. 

 One US expert on entrepreneurial management observed: 

“Many businesses fail because their owners were only interested in money. Most 

real successful companies are founded by someone with an idea and a dream. 

Whatever money and wealth they accumulated is the result of them being willing 

to work night and day to make this dream a reality. If you want to be really suc-

cessful, know what your dreams are before going into business.”  

 There are also a number of common traits successful entrepreneurs share: 

 A great deal of energy; 

 Ability to establish priorities and make decisions; 

 Ability to deal effectively with a wide variety of people, such as customers, 

employees, suppliers, possible investors and lenders; 

 Ability to communicate clearly and effectively; 

 Ability to work with numbers; 
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 Familiarity with customers and with the products or services to be sold; 

 Ability to balance conflicts between business and personal goals; 

 Awareness of personal strengths and weaknesses. 

 

Do you  want to own a small business? If “yes” –  why? If “no” –  why? 

What is necessary to start a small business? 

Give definition of an entrepreneur. 

 

Ex 1. Translate into English. 

отвечать за что-либо, частный предприниматель, руководить компанией, по-

ставщик-акционер, владеть, многонациональный, сопутствующий товар, Со-

вет директоров, подчиняться, жизнеспособный бизнес, субъект коммерческой 

деятельности, сервисная компания, торговая компания, компания-

производитель, кредитор. 

 

Ex 2. Translate into Russian. 

to expand geographically, to assume the risks, gambler, reasonable and obtainable, 

to establish, to convert materials into products, economic unit, potential independ-

ence, financial reward, strengths and weaknesses, common sense, vast majority, 

willingness and determination. 

 

Ex 3. Match the two halves of the table. 

 

1. merchandising company a) converts materials into products and sells them 

2. manufacturing company b) owners of the company 

3. shareholders are c) runs the company 

4. Board of Directors d) business existing as an economic unit 

5. business entity e) sells ready for sale goods 

6. an entrepreneur is f) a person who depends solely on chance to succeed 

7. a gambler is g) because it gives potential independence an finan-

cial rewards 

8. an entrepreneur does  h) successful business 

9. small business is ap-

pealing 

i) a person who can make out of nothing something 

valuable 

10. viable business is j) everything to minimise the risks 
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Ex 4. Answer the following questions. 

 

1. Why running a small business is very appealing? 

2. What are the types of companies from the view point of the ownership? 

3. Why do many people hesitate to start a small business? 

4. Who is a shareholder? 

5. Who is an entrepreneur? 

6. What’s the difference between an entrepreneur and a gambler? 

7. What is one of the misconceptions about entrepreneurs? 

8. What are main features of a successful entrepreneur? 

9. What is a multinational company? 

10. What’s a business entity? 

11. What types of companies are there from the view point of their activities? 

12. What’s a merchandising company? 

 

 

 

The Entrepreneur in Market Economies 

Working independently, complete the following survey. Then join with three other 

students and discuss your ratings. 

ENTREPRENEURIAL SKILL SURVEY 

Do you have the personal characteristics that might help you become a successful 

entrepreneur? Read each question on the Rating Scale below. Place a check mark 

(√) on the line at the point where you believe successful entrepreneurs would rate 

themselves. 

Repeat the exercise for yourself by placing an "X" closest to the point that best 

describes you. The check mark need not be placed directly over one of the sug-

gested answers if your rating lies somewhere between two answers. Be honest 

with yourself. 

How do the two ratings compare? 
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Rating Scale for Entrepreneurial Skills 
 

Are you a self-

starter? 
   

 I do things on my 

own. Nobody has 

to tell me to get 

going. 

If someone gets 

me started, I can 

keep going all 

right. 

Easy does it. I 

don't work hard 

unless I have to. 

How do you feel 

about other peo-

ple? 

   

 I like people. I get 

along with any-

body. 

I have a few good 

friends and that is 

enough. 

Most people 

bother me. 

Can you take 

responsibility? 

   

 I like to take charge 

and be responsible. 

I'll take over but 

I'd rather not. 

I do not want to 

be in charge. 

How good an 

organizer are 

you? 

   

 I like everything 

planned. Usually I 

am the boss. 

If things get too 

complicated, I lose 

interest. 

I just take things 

as they occur. 

How good a 

worker are you? 
   

 I can keep going as 

long as necessary. I 

like working hard. 

I'll work hard for a 

time, but when I've 

had enough, I'll 

stop. 

I can't see that 

hard work gets 

you anywhere. 

Can you make 

decisions? 
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 I can make up my 

mind in a hurry and 

my decisions are 

usually good. 

If I have to make 

decisions fast, I 

regret them later. 

I don't like to be 

the one to decide 

things. I might 

make mistakes. 

Can you stick 

with it? 
   

 Once I decide to do 

something I don't 

stop. 

I usually finish 

what I start. 

If a job isn't go-

ing right, I give 

up. 

Can you keep 

records? 
   

 Since they are nec-

essary, I'll keep 

records. 

I can, but it's more 

important to get 

the work done. 

I would rather 

hire someone to 

keep records. 

 

D. TEXT STUDY 

 

I left England with £5 and now I'm a multi-millionaire! 

 

A British woman who began a new life in Australia with just £5 in her 

pocket a few years ago has sold her business for a huge amount of money. 

Cherry Haines, 39, who once worked as a market stallholder, made all of her 

fortune from marketing a new kind of make-up. She left England because there 

weren't many jobs, caught a flight to the other side of the world, and arrived with-

out any qualifications. She only knew two people. 

'The flight cost £1,500, which left me penniless. At first I stayed with a friend. 

Then I had a bit of luck.' The friend gave her the name of Peter Maddox, an Aus-

tralian businessman. 'I rang him and told him I was the best salesperson in Eng-

land and that he should give me a job.' 
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He liked her idea for a sort of make-up that stays on all day, so together they 

formed a company to market it. At first she was earning just A$ 10,000 a year, but 

later she was getting a great deal of money every year. 'Hard work means happi-

ness to me,' she said. Her brother, Roger Haines, who is spending several weeks 

with her in Brisbane, said 'She left school when she was 16. She had very little 

work experience. But she could sell a fridge to an Eskimo. Ambition has led to 

success. 

a) How much money did she have when she left England? 

b) When did she leave England? 

c) How much has she sold her business for? 

d) Why did she leave England? 

e) Did she have any qualifications? 

f) Did she have many friends? 

g) How much did she pay for her flight? 

h) How much did she earn at first? 

i) How much did she earn later? 

j) How long is her brother staying with her? 

k) What did he say about her work experience? 
 

 

ORGANIZING OUR THOUGHTS 

 
Entrepreneurs perform the function of creative destruction. 

Murry Sill/Miami News 

1. Working with a partner, read the following statements and underline the key 

words that describe the qualities of an entrepreneur. 

 

There are two things that entrepreneurs have that others do not. One is a kind 

of visionary imagination to spot a commercial opportunity where others sim-

ply do not see it. And the second is the ability to persevere in the face of skep-

ticism or criticism even the fear of failure. 

George Smith, Harvard University 
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Entrepreneurs perform the function of creative destruction. They rethink con-

ventional assumptions and discard those that no longer apply. They reform or 

revolutionize the pattern of production by exploiting an invention or an un-

tried technological possibility for production, by opening up a new source of 

supply for materials or a new outlet for products, by reorganizing industry. 

Joseph Schumpeter, Harvard University 

 

2. Drawing upon some of the key words and phrases used above to describe en-

trepreneurs, write a definition of an entrepreneur with your partner. Share 

this definition with the whole class. 

3. Working in groups of four, identify the challenges and rewards of entrepre-

neurship. Do you think it is preferable to be solely responsible for a business 

or to share responsibility with a partner or within a corporate structure? 

Share this information with the whole class. 

E. TEXT STUDY 

 

Before you read the next article, think about its title 

 

Against All Odds: Barbara Proctor, Millionaire 

and using your imagination, write a short character sketch about Barbara Proctor 

telling about her background, her interests and the dreams that inspired her. De-

scribe some of the experiences she has had in her life. After you have completed 

Barbara Proctor's story, share your paragraph with three other students. Then read 

the article. You may be surprised at the similarities between what you wrote and 

the real life of Barbara Proctor. 

 

Against All Odds: Barbara Proctor, Millionaire 

"The spirit of enterprise is sparked by small business people with big ideas-people 

like Barbara Proctor, who rose from a ghetto to build a multimillion dollar agency 
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in Chicago." Thus did President Ronald Reagan describe Barbara Proctor in his 

1984 State of the Union Address. Proctor & Gardner is one of the leading adver-

tising agencies in the United States. It specializes in the black consumer market 

and handles more than US$12 million in business annually. How did a black 

woman lift herself out of poverty to excel in a career dominated by men? 

Barbara Proctor was born in Asheville, North Carolina, in 1932. Her parents 

never married, and Barbara was left in the care of her grandmother. "If there ever 

was a guiding force in my life it was my grandmother," Barbara explained. "She is 

the one who taught me to accept your circumstances, because it is only by accept-

ing them that you can deal with them."  Barbara lived with her grandmother in a 

shack that had no water and no electricity. Her grandmother, who worked as a 

maid, was determined to see Barbara achieve her goal in life. 

With the help of a scholarship and savings from summer jobs, Barbara graduated 

from Talladega College in Alabama. But success did not come easy. After a short 

career in the record business, Barbara worked for several advertising agencies in 

Chicago. The highest position she reached was copy supervisor. She was fired 

from that job when she refused to write a television commercial she considered 

offensive to blacks. 

She had her own ideas about running an advertising agency. In 1970 she received 

an US$80,000 loan from the Small Business Administration that enabled her to 

open her own company. She called her agency Proctor & Gardner because, she 

explained, "clients assumed a Mr. Gardner was sitting back there manning the 

shop with everything under control." There was, of course, no Mr. Gardner. 

Starting with a few employees and working out of an office above a pizza store, 

Barbara worked  incessantly to achieve her goals. Her single-mindedness com-

bined with her enormous creative abilities to guarantee her success. She signed up 

large companies interested in advertising aimed at blacks. Before long her staff 

grew to 30 employees, and her clients included Sears, Roebuck & Co., Alberto-

Culver Company and Kraft Foods. 

Today she is considered one of America's outstanding businesswomen. Her inno-

vative marketing and creative concepts have been widely recognized. Her awards 

include Achievement in the Business World of Black Women, Women's Day Adver-

tising Merit Award, and Dynamic Woman of the Year. United Airlines Magazine 

called her "one of the most courageous people in the ad business, who is con-

stantly tackling new challenges." 
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QUESTIONS FOR UNDERSTANDING 

1. What obstacles did Barbara have to overcome? What personal qualities did she 

possess to overcome such obstacles? 

2. Barbara Proctor has stated that she would not accept any client whose product 

demeans blacks or women. Should personal convictions influence business 

decisions? Explain your answer. 
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F. TEXT STUDY 

Partnerships 
 

initial investment of each partner – первоначальный взнос каждого партнера 

sharing profits or losses – деля прибыль или потери 

joint ventures – совместное предприятие 

to raise additional capital – повышать дополнительный капитал 

lenders  – кредиторы 

unlimited liability – неограниченная ответственность 

 

A partnership is a business owned by two or more persons associated as 

partners. This type of organization represents a logical development from the one-

man business. The motive, however, may not be financial and partnerships are of-

ten formed in order to bring new ability and enterprise into the business.  

Partnerships are created by an agreement, oral or written, which expresses 

the rights and obligations of each partner. The partnership agreement includes such 

terms as the initial investment of each partner, the duties of each partner, the means 

of sharing profits or losses between the partners each year. The partners usually 

share in the task of running the business, but a partner need not play an active role.  

There are three types of partnerships: general partnerships, limited part-

nerships, and joined ventures. The most common form is the general partnership, 

often used by lawyers, doctors, dentists, and accountants. 

The advantages of this type of firm are similar to those of the one-man 

business. 

Partnerships, like sole proprietorships are easy to start up. Partners’ inter-

ests can be protected by an “Agreement of Partnership” that specifies all the details 

of the partnership. It is a flexible organization which allows a greater degree of 

specialization than the one-man business. Partnerships are a stronger entity and can 

attract new employees more easily than proprietorships. It is also easier for part-

nerships to raise additional capital. Lenders are more willing to advance money to  

partnerships than to proprietorships because all of the partners are subject to unlim-

ited liability. 

The great disadvantage, like that of the one-man business, is the fact that 

the liability of the partners is unlimited and they are fully liable for the acts of the 

other partners. Partners together are responsible for all the firm’s liabilities. If one 
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of the partners cannot meet his or her share of the debts the other partners must pay 

all debts. 

The survival of a partnership depends upon the relationship between a 

number of people in situations which often give much cause for disagreement. 

Thus, when trading risks are very great, the partnership is not very stable type of 

organization. 

 

Answer the questions: 

1. What is the main characteristic of a partnership? 

2. How many types of partnerships do you know? 

3. How can the partners’ interests be protected? 

4. What kind of document is the “Agreements of Partnership”? 

5. Is it easier or more difficult to obtain additional capital? Why? 

6. What can be named as the major disadvantage of a partnership? 

 

 

G. TEXT STUDY 
 

THE JOINT STOCK COMPANIES 

 

joint stock company - акционерная компания 

public limited company - публичная компания с ограниченной 

ответственностью 

share of stock - доля капитала 

board of directors - Совет директоров 

set the enterprise’s objectives - устанавливать цели предприятия 

company stock - основной капитал компании 

terminate - прерываться 

bankruptcy - банкротство 

expiry of its charter - истечение срока действия устава 

income taxes - налоги на доходы 

 

The most important form of business organization is the joint stock com-

pany. There are two kinds of joint stock company, the private company and the 

public company. In 1986 there were some  860 000 joint stock companies in the 

UK, of which about 6000 were public companies. In general public companies are 
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small firms, often consisting of the members of one family. Both public and private 

companies must have at least 2 members. A private company must include the 

word “limited” in its name while a public company must have the words “public 

limited company” at the end of its name although this can be abbreviated to plc.  

Limited companies are also referred to as corporations. In limited compa-

nies, ownership is represented by shares of stock. The owners, at the annual meet-

ing, elect a board of directors which has the responsibility of appointing company 

officers and setting the enterprise’s objectives. 

 

Advantages 
Limited companies are the least risky from the owner’s point of view. 

Shareholders of corporations can only lose the amount of money they have invest-

ed in company stock. 

Corporations can raise larger amounts of capital than proprietorships or 

partnerships through the addition of new investors or through better borrowing 

power. 

A limited company can terminate only by bankruptcy, expiry of its charter, or ma-

jority of its shareholders. 

 

Disadvantages 
It is more expensive and complicated to establish corporations than proprie-

torships or partnerships. A charter, which requires the services of a lawyer, must be 

obtained through provincial governments or the federal government. 

Limited companies are subject to federal and provincial income taxes. Divi-

dends to shareholders are also taxed on an individual basis. Thus, limited compa-

nies are taxed twice: on the profits they earn and on the dividends which come out 

of the profits. In proprietorships and partnerships earnings are only taxed once – as 

the personal income of the individuals involved. 

 

1. How many kinds of joint stock company do you know? 

2. Give short characteristic to a private company and a public company. 

3. How is the ownership represented in a limited company? 

4. Who has the right to appoint company officers and to set the enterprises objec-

tives? 

5. Why are limited companies the least risky form of ownership? 

6. How can corporations raise additional capital? 

7. When can a limited company terminate? 
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Ex 1. Translate into English: 

правление компании, налоги на доходы, доля акционерного капитала, акцио-

нерная компания, ОАО, ЗАО, ООО, уставной капитал компании, привлекать 

большие суммы денег, устав, двойное налогообложение, собственность пред-

ставлена, ежегодное собрание. 

 

Ex 2. The words in the box have their letters in the wrong order. Choose from 

them to complete the sentences below. 

 

tedvesin, tsael, rrreeefd, tionsracorpo, dendsvidi,eciwt, fitspro, minaterte, 

sisconting 

 

1. Limited companies are the ______ risky from the owner’s view point. 

2. Private companies are usually small ones, ____________ of the members of 

one family. 

3. Limited companies are often ___________ to as corporations. 

4. Shareholders of _____________ can only lose the amount of money, _______ 

in company stock. 

5. A limited company can _____________ by bankruptcy. 

6. A limited company is taxed ________. 

7. A limited company is taxed on the ________ and on the _________. 
 

Ex 3. Make up sentences: 

1. must, at, both, and, private, two, public, members, companies, have, least. 

2. In, ‘limited’, a, must, private, include, the, company, name, word, its. 

3. Stock, ownership, in, is, limited, shares, represented, companies, by. 

4. meeting, directors, elected, a, of, at, of, board, the, is, annual, shareholders. 

5. service, company, a, requires, charter, of, lawyer, a. 
 

Ex 4. Answer the following questions: 

1. What types of joint stock companies do you know? 

2. How many members must a joint stock company have? 

3. How is a limited company usually referred to as? 

4. How is the ownership represented in a limited company? 

5. Who appoints a company’s officers? 

6. What body is elected at the shareholders’ annual meeting? 

7. Why are limited companies the least risky? 

8. What taxes are limited companies subject to? 

9. What does ‘double taxation’ mean in the context of a limited company? 
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H. TEXT STUDY 
 

Franchise Organization 

A franchise is a contractual association between a manufacturer, whole-

saler, or service organization (the franchiser) and independent businesspeople (the 

franchisees) who buy the right to own and operate one or more units in the fran-

chise system.  

For many people, the quickest and safest way to go into business for 

themselves is to buy a franchise. Some of the advantages of operating a franchise, 

as opposed to starting an independent firm, include instant name recognition; ac-

cess to training and operating information on every detail of running the business; 

plus advertising and management support from the franchiser. 

Franchising is extremely popular in the United States. According to indus-

try estimates, a new franchise outlet opens somewhere in America every 17 

minutes. Franchised companies account for approximately one-third of all U.S. 

retail sales. 

Many American franchisers are now expanding overseas, with Latin America, par-

ticularly Mexico, among the most active areas, followed by Asia and Europe. 

Franchisers are also carefully considering opportunities in Central and Eastern Eu-

rope, and the former Soviet Union.  

There are three forms of franchises. The first form is the manufacturer-

sponsored  retailer franchise system, as found in the automobile industry. Ford, for 

example, licenses dealers to sell its cars; the dealers are independent businesspeo-

ple who agree to meet various conditions of sales and service. The second type of 

franchise is the manufacturer-sponsored wholesaler franchise system, as found in 

the soft-drink industry. Coca-Cola, for example, licenses bottlers (wholesalers) in 

various markets, who buy Coca-Cola syrup concentrate and then carbonate, bottle, 

and sell the finished product to retailers in local markets. The third franchise form 

is the service-firm-sponsored retailer franchise system, in which a service firm 

licenses a system of retailers to bring its service to consumers. Examples are found 

in the auto-rental business (Hertz, Avis), the fast-food service business (McDon-

ald's, Burger King), and the motel business (Holiday Inn, Ramada Inn). 
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HOW FRANCHISING WORKS 

 

Franchising is not a business. It is a way of doing business that can be ap-

plied to almost any. industry. The local franchisee generally pays the original fran-

chiser a fee, plus a percentage of its future sales, for the rights to operate their fran-

chise in a designated area. 

Currently, firms in over 60 different industries are franchised. Some of the 

most popular and rapidly growing are restaurants, fast food companies, motels, gas 

stations, video stores, health and fitness centers, auto rentals, hair cutting, real es-

tate, travel agencies, carpet cleaning, accounting, advertising, printing and copying, 

computer sales and retail clothing. 

According to industry experts, key factors to be investigated and consid-

ered before buying a franchise include: 

 Experience needed to operate the franchise; 

 Background, history and financial condition of the franchiser and its top man-

agement; 

 How well other franchisees are performing; 

 How much the franchise will cost to purchase, along with future royalty pay-

ments; 

 Financial and management support provided by the franchiser; 

 The products or services that must be purchased from the franchiser; 

 The costs and terms of the contracts; 

 The terms and conditions for renewing or terminating the franchise arrange-

ment. 

 

FRANCHISING YOUR COMPANY 

 

         Besides being a way to get into business, franchising can also be a relatively 

simple and inexpensive method for entrepreneurs to expand their own company. 

However, several conditions should be met before a business is franchised to im-

prove the chances of success. The business should: 

 Generate enough revenue to allow franchisees to pay a franchise royalty and 

still make a reasonable profit for themselves; 

 Be easily reproducible; 
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 Fulfill a need for a product or service that is needed in other parts of the region 

or country; 

 Be easily learned and managed by someone else. 

In addition to these four conditions, it is useful to create and fully test a 

prototype store or business, with all potential operating and marketing problems 

considered and eliminated. 

 

Answer the questions: 

1. What is a franchise? 

2. What are some of the advantages of operating a franchise? How do you un-

derstand them? 

3. What is the percentage of franchised companies in the US? 

4. How many forms of franchises do you know? 

5. How does this form of business work? 

6. What factors should be taken into account before buying a franchise? 

 

 

Ex 1. Translate the following words and word combinations: 

 

contractual  association -  

 - розничная торговля 

wholesaler -  

 - лицензионная плата 

real estate -  

dealer -  

 - ключевые факторы 

soft-drink industry -  

 - продажи 

access to -  

 

 

Ex 2. Match the two halves of the table: 

 

1. McDonald’s a) is the way of doing business. 

2. A franchisee b) pays the original fee and percentage of the future 

sales. 
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3. A franchiser c) can be referred to service-firm-sponsored retailer 

franchise system 

4. Ford d) can be referred to manufacturer-sponsored 

wholesaler franchise system. 

5. The advantages are e) buys the right to use the trade name, patent or 

goodwill. 

6. A franchisee 

generally 

f) sells the right to own and operate method of do-

ing business, unique product or service. 

7. Franchising g) is a contractual association between a wholesaler 

and an independent businessman. 

8. Coca-Cola h) instant name recognition, advertising and man-

agement support from the franchiser 

9. A franchise i) can be referred to manufacturer-sponsored re-

tailer franchise system. 

 

Ex 3. Using the brief descriptions, match the type of business organisation to 

each paragraph. 

 
holding 

Export Trading Company 

subsidiary 

partnership 

multinational corporation 

private limited company 

sole trader 

licensing agreement 

joint venture 

franchise 

public limited company 

head office 

associated company 

 

1. A -…………. is a private individual who runs a one-man business. Не/She 

takes all the profits but also all the risks. 

2. There are different kinds of.……………. but they are all associations of two 

or more people sharing the risks and the profits in agreed proportions. 

3. A ……………... (Ltd.Co.) cannot offer its shares or debentures to the general 

public. Nor can shares be transferred between members without the consent of 

the other shareholders. 

4. A ……………... (plc) must have a minimum nominal share capital of 

$50,000. Shares can be freely bought and sold by members of the public. 
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5. A …………….. or parent company owns more than half the share capital of 

another company which is known as a ………….... . 

6. A …………….. is an agreement by which a franchisor gives another person or 

company (the franchisee) the right to sell goods or services using the franchi-

sor's name and/or general business approach in return for a royalty. 

7. Under a…………………... one firm allows another to exploit its intellectual 

property (e.g. a patent) in return for a royalty. This agreement provides an op-

portunity to benefit from R & D already carried out and to test a foreign mar-

ket without a major capital outlay or management effort. 

8. A…………………….. involves the pooling of resources of two or more com-

panies in a common undertaking in which each party contributes assets and 

shares risks. It is not necessary for the partners to have an equal stake. The 

type of contribution varies and many consist of funds, technological skills, 

plant and machinery or labour. 

9. A…………………. (MNC) is a firm which owns or controls production or 

services outside the country in which it is based. Examples include Exxon 

(USA), IRI (Italy), Unilever (The Netherlands/GB), Nestle (Switzerland) and 

Nissan (Japan). 

10. An ………………... is the American equivalent of the Japanese Sogoshosha. 

It consists of a consortium of firms which enables overseas buyers to purchase 

US goods without too many complicated procedures. The EximBank guaran-

tees payments to American exporters who trade in this way. 

11. A company of which at least 20% and not more than 50% of the ordinary 

shares is held by another company is known …………….... . 

12. A ………………... is the controlling centre of an organisation. 
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WRITING 

A. Write an essay on the topic of advantages and disadvantages of working 

for a big company. 

An essay should consist of: 

 

Introduction Paragraph 1 

state topic 

Main body Paragraph 2 

arguments for 

Paragraph 3 

arguments against 

Conclusion Final paragraph 

balanced opinion 

 

Remember to use the appropriate linking words and phrases: one major advantage 

/ disadvantage of,  in the first place,  secondly,  thirdly,  however,  on the other 

hand,  for instance,  in conclusion. 

 

 

B. The following activity can be done as homework with two students work-

ing together. Once you have collected and analyzed the data together, share 

your work with the whole class. 

 

Classifying Types of Local Businesses 

 

Classify several businesses in your community as sole proprietorships, partner-

ships, or corporations. List each business on the appropriate line. Select 10 busi-
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nesses, including at least one of each type. The commercial section of your local 

phone book may provide some hints. 

 

 

  

Sole Proprietorships: 

 

   

   

   

   

 Partnerships:  

   

   

   

   

 Corporations:  

   

   

   

   

 

 

1. How were the sole proprietorships similar? How were they different? 

2. How were the corporations similar? How were they different? 
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PART II 

 

TALKING ABOUT  

COMPANIES 

 
 

 

 

 

 

 

Corporate Organisation 

 

Introduction 

Complete the following introductory description of the management structure 

of a typical company. 

 

Chairperson shareholders      organisation chart            Managing Director 

Board of Directors           Senior Managers 
 

The management structure of a typical company is shown in the following 

______________________ 
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At the very top of this company hierarchy is the 

_________________which is headed by the ______________(or President). 

The Board's main priority is to represent the interests of the ___________ 

(these are the people who provide the capital, that is the money, for the com-

pany and who, effectively, own the company). It decides on the company's 

general strategy and is responsible for making policy decisions. 

The Board usually appoints a ______________ (or Chief Executive Offi-

cer, a CEO) who has overall responsibility for the day-to-day running of the 

business (because the Board doesn't meet every day and the Board members 

don't come to the office every day).  

Finally, _______ are in charge of the various departments or functions 

within a company. 

 

 

VOCABULARY STUDY 

 

Match the sections below with their correct definition. 

 

Warehousing 

Stock control 

Credit control 

Research & Development (R&D) 

Purchasing 

Office Services 

Sales Promotions 

Planning 

Recruitment 

Distribution 

Wages & Salaries (Payroll) 

Plant Maintenance 

Market Research 

Quality control 

 

With your partner, match the following descriptions to the correct sections  

a) this section is responsible for the goods that the company produces, once 

they have been produced. It has to make sure the company doesn't have too 
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much (because then money is being wasted) or too little (because then the 

company can't fulfill orders and will lose sales) 

b) this section is responsible for trying to find and create new products that the 

company can sell, and for improving or modifying old ones. 

c) this section is responsible for making sure that the equipment in the factory 

is working properly. 

d) this section is responsible for looking after the goods the company produces. 

It has to make sure that all the goods are properly arranged so that they don't 

get damaged and are easy to find. 

e) this section is responsible for making sure that high standards in production 

are maintained. 

f) this section is responsible for buying all  the  raw materials that a company 

would need for its production (i.e. the things that the company needs in or-

der to be able to make its own products e.g. metal, coal, etc.). 

g) this section is responsible for finding out what the consumers think (e.g. 

about the company's products). 

h) this section is responsible for hiring new staff, 

i) this section sets out the strategy for the company. 

j) this section is responsible for making sure the company's products get to the 

right place at the right time. 

k) this section has to think of ways to make people buy more of the company's 

products e.g. "Buy 2, get 1 free". 

l) this section makes sure that everyone gets paid the right amount at the right 

time. 

m) this section is responsible for making sure that the company's debtors pay 

the company when they are supposed to 

n) this section is responsible for making sure there is enough stationary, that 

the telephones are working properly etc. 
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Now find out if your partner can tell you what the following sections 

do: 

 

Health & Safety 

Training 

Sales 

Public Relations 

Packing/despatch 

Mail Room 

Decide which of the above sections (including the ones on the pervious 

pages) would be responsible for the following things: 

 franking outgoing post 

 making deliveries to customers 

 maintaining applicants for jobs 

 identifying new supplies 

 

Who would I ask to in order to resolve the following problems: 

 I work in production. There’s been a sudden increase in orders. We don’t 

have the necessary steel to meet this order. 

 I work in Office services. There’s been  mistake in my pay-cheque. 

 I work in Sales. The photocopier in the department is starting to cause  lot 

of problems.  

 I work in the Mail Room & I am bored with my job. I can type quite well & 

I’d like to change my job within the company. 

 I don’t work in this company. I’m a very experienced industrial scientist & I 

would like to work in this company. 

 I work in Accounts. We’ve run out of computer printing paper. 

 I work in Sales. Recently, I’ve had a lot of complains from retailers about 

the quality of our new product. 
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Focus on Language 
 

Read the following paragraph about the work of the  

Advertising Manager and then try the exercises that follow. 

In most companies, The Advertising Manager reports to the Marketing 

Director. Не/she will be in charge of the staff in his/her section (photographers, 

copywriters, PAs, etc. ). The Advertising Manager has to liaise closely with a 

lot of different people in the company. For example, he/she might have to coor-

dinate the date of a new product launch with the Sales Manager (after all, 

there's not much point in having an advertising campaign if customers can't get 

the product in the shops). 

 

With your partner, find any words in the paragraph that can be used to 

show what a person's responsibilities are in a company. Divide them into 3 

categories: 

 

a. words used to show what/who you are responsible for:  ______________ 

b. b. words used to show who you are responsible to: __________________ 

c. words used to show who you work with:  __________________________ 

 

Practice 

Complete the following descriptions of what people do using a suita-

ble word or phrase. Do not use the same word more than once in each par-

agraph. 

 

1. The Stock Control section is part of the Production Dept. The Stock Control 

supervisor _____________ the Production Director. Не/she often 

_____________ the Sales Manager to make sure there is enough stock to meet 

customers demands. From time to time, he/she has to ___________ the Finan-

cial Director for financial planning and control. 
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2. The Production Director is __________ for a lot of different functions. Не/she 

is ___________ stock control, actual production, R&D, purchasing and so on. 

He has to__________ the Marketing Manager so that there is a link between 

what the customers want and what the company produces. Не/she al-

so_____________ with Personnel to ensure there are enough we11-trained 

people within the company. Ultimately, he/she ___________ the Managing 

Director. 

 

 

Company Structure 

A. Big companies employing a large workforce have complex internal struc-

tures, with separate specialist departments in charge of different functions. 

There are nine such departments at this company headquarters. Match each 

function with the department responsible for it. 
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Ground Plan of Headquarters 

 

4. Functions 11. arranges delivery of goods to 

customers 

1. carries out market research 12. draws up contracts 

2. works with the factory unit 13. creates new products 

3. runs the mail room for all incoming and 

outgoing correspondence 

14. provides office services, such as 

typing and photocopying 

4. organizes the activities of the sales rep-

resentatives 

15. keeps a record of all payments 

made and received 

5. organizes quality control to maintain 

product standards 

16. brings the firm's goods and ser-

vices to the attention of poten-

tial customers 

6. orders all supplies needed by the firm 17. organizes training courses 

7. responsible for recruitment and selec-

tion 

18. works to improve the firm's 

product range 

8. pays wages and salaries 19. operates the firm's lorries, vans 

and cars 

9. in charge of the welfare of employees 20. advises on corporate regulations 

10. includes data processing services  
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B. Complete this extract from one large company's annual report. There are 

twelve missing words and a choice of four possibilities for each. 

 

 

1. improvement (involvement/ 
popularity / development 

7. popular / publicity / in-house /  

8. do-it- yourself 

2. share / market / size / growth 9. politics / policies / portfolio / 

prestige 

3. specific / formal / face-to-face / accu-

rate 

10. programmes / levels / promises 

/ reviews 

4. labour / public / departmental / external 11. notice / consideration / help / 

publication 

5. days /scales /claims /demands 12. freelance / quick / regular / 

standard 

6. training / promotion / decentralization / 

decision-making 

13. personnel / representatives / 

staff/ executives 
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C. There are four main types of business ownership in the private sector of the 

economy: public limited company (PLC), partnership, sole trader & private limited 

company (Ltd.). Put each one into the correct box to complete the table. 

 

1 Sole trader 2 3 4 

one person 

provides all 

the capital 

owned by two or 

more people who 

contribute capital 

a registered com-

pany with re-

stricted share 

transfer 

a registered company 

whose shares can be 

bought and sold on the 

Stock Exchange 

unlimited liability 

(the personal assets of the own-

er(s) can be taken to pay any busi-

ness debts) 

limited liability 

(liability for business debts is limited to the 

amount of capital subscribed) 

 

Follow-Up Activities 

 
1. Describe the general organisation of your company or one you know. 

2. Choose two departments of a large company and describe their functions in 

detail. 

3. What are the advantages of working for a smaller firm? (wider range of activi-

ties, ect.) 

4. How is internal communication organised in your firm? And how could it be 

improved? 

5. The type of business most likely to fail is that of the sole trader. Why should 

this be so? 

Executive titles  

What job title do you have on your business card? Do you use different cards in 

different countries? A lot of executives do because job titles vary. Study this table 

to find out more. 

 

 

Who is in For travellers confused by the differing titles for top jobs around the world, 
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charge here? here is a map to help you find your way around. It was compiled by a US 

executive recruitment agency, Paul Ray and Carre Orban International, and 

it compares North America 's relatively consistent job titles with the strange 

mixture used in Europe. 

Function France Germany Spain UK US 

To act as 

Honorary 

Spokesperson 

for an associa-

tion (not a 

company). 

 President    

To direct the 

actions of the 

advisory board 

(no operating 

responsibility). 

President 

du 

Conseil 

Ehrenvorsitzender/ 

Vorsitzender des 

Aufsichtrates 

Presidente 

Honorario 

Honorary 

Chairman 

 

To organize 

and lead the 

board. To de-

velop and 

maintain the 

definition of 

the board's 

role. 

President 

Directeur 

General; 

Gerant 

Sprecher des 

Vorstandes (AC); 

Vorsitzender der 

Geschaftsfuhrung 

(GmbH) 

Presidente del 

Consejo de 

Administration 

Chairman Chairman 

To take the 

final responsi-

bility for prof-

its. To estab-

lish long and 

short term 

objectives, 

plans and pol-

icies and im-

plement them. 

To coordinate 

operations 

between divi-

sions and de-

partments. To 

President 

Directeur 

General; 

Gerant 

Vorsitzender des 

Vorstandes (AG); 

Geschaftsfuhrer 

GmbH 

Director Gen-

eral 

Managing 

Director 

Chief 

Executive 

Officer 
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represent the 

company with 

major custom-

ers, the finan-

cial communi-

ty and the pub-

lic. 

To assist the 

top executive 

in directing, 

administering 

and, coordi-

nating compa-

ny operations, 

personnel, 

financial per-

formance and 

growth 

Directeur 

Financier 

 Subdirector 

General 

 Chief 

Operating 

Officer 

To be ac-

countable for 

the company's 

overall finan-

cial plans and 

policies 

Directeur 

Financier 

et 

Gestion 

Finanzvorstand(AG) 

Finanzgeschafts-

fuhrer (GmbH) 

Director 

Financiero 

Financial 

Director 

Chief 

Financial 

Officer 

To be respon-

sible for the 

company's 

accounting 

practice. 

Directeur 

Financier 

et 

Tresorier 

Leiter des 

Rechnungswesens 

Jefe de 

Contabilidad 

 Controller 

To be respon-

sible for the 

company's 

relationships 

with financial 

institutions. 

 Ftnanzdirektor Tesorero  Treasurer 

To manage a 

division of a 

company 

Directeur 

General; 

Directeur; 

Geschaftsfuhrer Director Gen-

eral 

Managing 

Director 

President 
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Directeur 

Adjoint 

 

1. Was your country mentioned in the table? What job titles do your executives 

and managers have? Can you translate them into English? 

2. Highlight or underline all the verbs (actions) in the table that describe jobs and 

responsibilities. Then give a short description of your job, using as many of 

the verbs as you can. 

 

Ex 1. This exercise is concerned with describing corporate organisation. Look at 

the chart below which shows the structure of the DSA Corporation. Then complete 

the paragraph which follows, using the correct form of the words in the box. 

 

 

 

 

 

The DSA Corporation consists of three __________ , Building Materials, Con-

struction and Civil Engineering. DSA ___________________ New York and 

comprises four __________ , KAF Inc., Halcon, Conway and RoadCo. Each of 

these is __________ a Senior Vice-President who __________ the __________. 

 

subsidiary     division     be based in     parent company     be headed by     report to 

 

Ex 2. This exercise is concerned with describing management hierarchy. The illus-

tration below shows the organisation of KAF Inc. Study the organisation chart, 

then complete the paragraph which follows, using the correct form of an appropri-

ate word or phrase from the box. 

DSA Corporation (New York) 

Building Materials Construction Civil Engineering 

KAF Inc. Halcon Conway Road Co 
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KAF Inc. is a building materials manufacturing company in Detroit. KAF 

___________ the Chief Executive Officer, ___________ the Board of Directors, 

which ___________ four people. The staff in each of the four departments are 

___________ a Vice-President who is also on the Board, in each department, a 

managerial team of directors ___________ the Vice-President In the Sales De-

partment, one director ___________ exports, the other ___________ domestic 

sales. 

 

be responsible for    be in charge of    be supported by    support 

be accountable to   consist of   be  headed by 

 

Introducing the team 

A. An architect is visiting a client's company to discuss a construction project. 

Read what the project manager says at the start of their meeting. 

 

Good morning. Before we start our meeting, let me introduce you to everyone. I'm 

Eivind Ebervik, the Vice President with overall responsibility for facilities man-

agement within the organization. This is Rosemary Parker, the head of Administra-

tive Services. Mrs Parker directs and co-ordinates all our facilities operations, so 

she's responsible for space utilization, capital expenditure, maintenance, and secu-

rity. And the third member of our team is Geoff Dobkin. Mr Dobkin is the Facilities 

Planning Supervisor, so he is in charge of office-space planning. He's also the 

leader of the Installations working group. 
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B. Now imagine you are meeting a visitor to your company. Introduce yourself 

and two other people you work with. Explain what you all do. 

1. Good morning. Before we start our meeting, let me introduce you to everyone. 

I'm 

__________________________________________________________________ 

__________________________________________________________________

__________________________________________________________________ 

__________________________________________________________________ 

2. This is 

_________________________________________________________________ 

__________________________________________________________________

__________________________________________________________________ 

3. And the third member of our team is 

__________________________________________________________________

__________________________________________________________________ 

 

Presentations 

A. Here are the introductions to two different presentations. Separate the two  

presentations and put them in the correct order. 

a At the end I will suggest practical ways in which you as managers can moti-

vate both yourselves and the people who work for you. 

b Good morning ladies and gentlemen, and welcome to our session on 

the dynamics of motivation,  

c Then I will give a short demonstration of our prototype and explain what we 

have already achieved,  

d Please feel free to raise questions at any time on technical or financial aspects 

of the project and I shall do my best to answer them.  

e To begin with, I shall outline the main goals of the project,  



 53 

f I would like to ask you to keep any questions you may have until the end, 

when I hope we will also have time to discuss your personal experiences and 

particular work situations.  

g Finally, I shall move on to the major commercial applications and poten-

tial returns on investment.  

h I will then turn to what we really mean by motivation, and look at the internal 

and external factors that play a part in creating it.  

i Good afternoon ladies and gentlemen. I would like to talk to you this after-

noon about why we feel our interactive video project is worth investing in.  

j I shall start by looking at why motivation is so important and why the ability 

to motivate is a vital management skill. 

 

 

Presentation 1  Presentation 2 

b  i 

   

   

   

   

   

B. Read this introduction to a presentation. Choose the correct words or phrases 

in italics. 

 

Good afternoon, ladies and gentlemen and welcome (1) in/to/for our seminar 

on corporate property management. I would like to (2) be-

gin/starting/commence by (3) drawing/telling/outlining some of the main (4) 

explanations/matters/issues in corporate property management (5) so 

that/for/in order you will be able to judge whether your company is devoting 

sufficient time to this question. 
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I will then (6) look/turn/change to some of the legal and financial (7) que-

ries/aspects/pieces of property management, and will (8) tell/look/explain how 

your companies may be affected by current and future legislation. I will 

(9) illustrate/give examples/discuss of the kinds of problems our clients have faced 

and explain what was done to solve them. 

I will finish (10) by/with/in giving a brief resume of the consultancy service that we 

offer, and I will explain what you (11) need/shall/should do if you would like to 

look. into the matter further. 

As we are rather (12) hurried/pressed/short for time, I would be grateful if you 

could (13) rest/stay/save any questions you may wish to (14) rise/raise/arise until 

the end, when I will (15) do/make/have my best to answer them. 
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A. TEXT STUDY 

Company developments 

A. Work in pairs Look at the following passages about two companies.  

1. Decide which of the headlines goes with which passage 

 

Planning and Building for 

over 150 years 

Pioneering Tomorrow's 

Electronics 

OVER THE DECADES, the name of 

Siemens has become synonymous with 

progress. Since 1847, when Werner 

Siemens and Johann Georg Halske 

founded the Siemens & Halske Tele-

graph Construction Company in Berlin, 

the history of Siemens has been closely 

linked with the development of electrical 

engineering. While still a fledgling firm, 

Siemens & Halske spearheaded the evo-

lution of telegraphy with the first pointer 

telegraph and the construction of an ex-

tensive telegraph network. In 1866 

Werner Siemens invented the dynamo 

machine, laying the cornerstone of 

power engineering. 

New ideas are an old tradition at Sie-

mens. The company that grew out of the 

original Siemens & Halske is today a 

highly innovative leader in the world 

electrical and electronics market. Com-

posed of Siemens AG and an array of 

domestic and foreign subsidiaries, the 

contemporary Siemens organization 

continues to set milestones on the road 

of progress. 

IN 1849, JOHANN PHILIPP 

HOLZMANN founded a company in 

Sprendlingen, near Frankfurt am 

Main, which initially undertook work 

in connection with the construction of 

the railroads, but very quickly ex-

panded its activities to include all 

fields of building construction and 

civil engineering. The first major for-

eign project was started in 1882, with 

the contract for Amsterdam's Central 

Station. 

By the turn of the century, branch of-

fices and regional offices had been 

established at numerous locations 

throughout Germany. As early as 

1885, Holzmann had more than 5,000 

employees. Interesting activities from 

this period include the company's 

work on the Baghdad railroad and 

railroad projects in East Africa. 

Holzmann has passed through all 

forms of company organization, from 

individual proprietorship via a limited 

and general partnership through to a 



 56 

Siemens maintains its own production 

facilities in more than 50 countries and 

operates a worldwide sales network. 

With more than 300,000 employees, it is 

one of the largest companies in the world 

electrical/electronics industry, having 

recorded annual sales of DM 82 billion 

in the 1992/93 fiscal year. Reliable and 

farsighted management is united with the 

youthful dynamism and zest for innova-

tion that typify the company. 

GmbH (limited liability company). The 

Philipp Holzmann Aktiengesellschaft 

(public limited company) was  formed 

in 1917. Companies founded by 

Holzmann were active in South Amer-

ica. 

Even following the losses of man-

power and assets during the Second 

World War, Holzmann was able, as 

early as 1950, to recommence its for-

eign activities. 1979 saw the acquisi-

tion of J. A. Jones Construction Com-

pany, of Charlotte, North Carolina, 

USA, a major American corporation 

active in the construction field. This 

was followed in 1981 by the purchase 

of Lockwood Greene Engineers, Inc., 

Spartanburg, South Carolina, USA, 

Together with its USA subsidiaries 

Holzmann has responded to the 

changes occurring in the construction 

industry with a flexible and versatile 

corporate strategy. 

The takeover in early 1989 of the 

Steinmuller Group, one of Germany's 

leading companies in the sectors of 

power engineering, process engineer-

ing and environmental protection 

demonstrates this. 

 

2. Complete the information missing in this table: 

 

Dates What happened? Who did what? 

1847   

1849   

 Invention of dynamo machine  

 First large order begun  
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1885   

 Aktiengesellschaft founded  

1950   

 Acquisition of J.A.Jones Construction Company  

1981   

1989   

 Recorded annual sales of DM 82 billion  

 

3. Complete the following table with information from the articles: 

 

 HOLZMANN SIEMENS 

Locations of the company's activities   

Activities of both companies up to 1940s   

Recent activities of the companies   

 

WRITING 

B. Work in pairs Imagine that you work in a company's publicity office or public 

relations department. An American company has written asking for some infor-

mation about your company. Draft a short letter briefly summarizing the back-

ground, history and experience of your company. 

If you don't work in a company, you may find it helpful to look at File 7O and 

imagine that you work for the company in the advertisement. Or write about a local 

company you know about. 

1. Begin your letter like this: 

Dear  ... 

You asked for some  information about our company. 

2. Try to answer some of these questions in the main body of the letter: 

 What area or areas does the company work in? 

 When did the company start? 
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 What products does the company manufacture? 

 What recent activities of the company are worth mentioning? 

 Where is the company located? 

 How is the company structured? 

 How many people are there on the workforce? 

 How do you see the future of the company developing? 

 Has much changed in the company in the past? 

3. Finish your letter like this: 

 

If you have any further questions,  please get in touch with me. 

Yours sincerely,  

When you've finished, compare your letter with another pair. 

 

B. TEXT STUDY 

 

1. You are going to read an article about Microsoft, the US software producer. 

Do you know anything about this company? 

2. Would you like to work for Microsoft? Read the article on 

the opposite page and find out. 

3. Note down some questions about the article. 

 

Why do they understaff their product teams?  

What's the pay like? 

Then ask a colleague your questions and answer theirs. 
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4.  Microsoft employees think they are overworked and the company deliberately 

understaffs its product teams. 

Think of more words that begin with the prefixes  over-  and  under-. Here are 

some ideas to get you started. 

 to charge a price that's too high or low 

 too heavy or light 

 to receive the wrong amount of pay 

 to sleep late 

 a bank balance that is in the red 

5.  Work with some other students. Compare your company's culture with Mi-

crosoft's.  

a) Do they surprise you in any way? 

b) Do you have any facilities for employees' children? 

c) Do you have any recreation areas like the courtyard? 

d) How would your colleagues react if you took a pet snake to work? 

6.  Now describe and discuss what your company's culture is like. Consider 

 hours of work and overtime 

 over- or understaffing 

 pay and expenses 

 competitiveness 

 how much responsibility is given at low levels of the organization 

 the type of people who work there. 

 

Famous for its Windows operating system, Microsoft is the world's №.1 software 

company. With sales of over $3 billion, it's growing fast but the corporate culture 

remains strong. So, what's it like to work there? 
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Hard work 

 

Complaining about how hard you work at Microsoft is like complaining about the 

weather in Seattle. Everyone is overworked. Microsoft deliberately understaffs its 

product teams because it saves money, helps communication and encourages the 

fighting spirit. 

 

Fun 

Microsoft encourages individuality, and there are plenty of eccentric characters on 

the staff. 

 

Tough 

Microsoft employees are well-informed, logical and thick-skinned. They've got to 

be able to stand up for themselves when their bosses criticize them. 

 

Frugal 

The pay may be good but there are no fancy expense accounts. Bill Gates, the 

CEO, is one of the richest men in America but he still flies economy class to Japan. 

Recently his administrative assistant was rushed off his feet by phone calls and 

letters and asked if he could hire someone to help out. "Who am I, the Queen?" 

asked Gates. 

 

Challenging 

Authority is pushed down through the ranks. Microsoft picks and chooses recruits 

from the graduates of the elite universities and business schools, then gives them 

lots of responsibility straight away. 

Competitive 

Microsoft has been beaten in some markets by more sharply-focused competitors, 

but they keep fighting. They may get it wrong several times before they get it right 

but they never give up. 
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C. TEXT STUDY 

An interview 

A. Read this passage, then match the following interview questions with Bill 

Gates's replies. 

Bill Gates, one of the richest men in America, had his first big break when his 

company, Microsoft, won the licence for the MS/DOS operating software for IBM 

personal computers. As a result, all PC manufacturers who wanted to mimic the 

IBM system had to use Microsoft's software. More recently, the company has had 

a huge success with their Windows operating system. 

 

Questions 

1. If you were to write your own job description at Microsoft, how would it read? 

2. Do you go against the opinions of your colleagues? If you are completely 

alone, do you stick to your guns? 

3. Would you say you are a good manager? 

4. How do you feel if you have to fire someone? Is it easy? Do you have a strat-

egy? 

5. If you had been on the IBM board of directors, would you have put as 

much software power in the hands of Microsoft as they gave you? 

6. Could you have matched your success in this business with equal success 

in another field, do you think? 

 

Replies 

a) No, it's always very hard. I don't hire total bozos, so it's generally a question of 

the individual not meeting the demands of the job. I certainly don't have a 

method. I suppose if I have to describe one, I tell them verbally, 

 

b) Yes, I would. I make the right decisions. People are only interested in the qual-
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ity of your decisions. If they are doing a good job, you should tell them so. 

Equally, if they are not, you should still tell them. Employees need to feel that 

you are sharing what they are trying to achieve and that you are constant in 

your decision making. 

c) No. And I certainly didn't wake up one morning and ask myself, 'What shall I 

do to be successful today?' I certainly never expected this success in terms of 

size or economics. 

d) You know, when we offered to sell part of the company to them, I would have 

taken up the offer if I had been in their shoes. I would have really tried to de-

velop software efficiently, not just to license it. I would have learned more 

about the economics of software too. 

e) If it's a technical question or a strategy problem, then yes. However, if it's a 

business type decision, rarely is my conviction enough to go it alone. Usually 

I'd take the time to get people to explain their views more clearly. 

f) I'm the CEO so my responsibility is not precisely defined. When the company 

has to change, I'm the one who has to lead that change. 

 

B. Find words or phrases from the replies that have similar meanings to 

the following: 

1 complete idiots 

2 not in writing 

3 the head of a company 

4 exactly 

5 strong belief 

6 to act independently, disregarding the advice of others 

7 in someone else's position 

8 to give someone permission to produce something 
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C. Match the two halves of these sentences about Bill Gates. 

1. If he were to write his own job description ... 

2. If he disagreed with his colleagues ... 

3. If he had to fire someone ... 

4. If he had been on the Board of IBM ... 

5. If he hadn't gone into the software business ... 

 

a) ... it would say he has to lead change. 

b) ... he wouldn't have been so successful. 

c) ... he would tell them verbally. 

d) ... he would have bought shares in Microsoft. 

e) ... he would get them to explain their views more clearly. 

 

D. Conditional 

Complete these sentences about your career as in the example. 

 

Example If I bad to write my own job description, it 

would  say that I was in charge of the day-to-

day running of the production department. 

1. If I had to fire someone, ... 

2. I wouldn't ignore the opinions of my colleagues unless ... 

3. If I didn't meet my performance targets,... 

4. If I had a serious disagreement with my boss, ... 

5. If I had the chance to work abroad, I... 

6. If I were asked what I liked most about what I do, I... 

7. I would be promoted faster if ... 
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8. If I thought of a good way of saving the company money, I ... 

9. If I were in complete charge of the company, I... 

10. If I ever had the opportunity to change careers, I .... 

 

D. TEXT STUDY 

 

Separating fact from opinion 

A. You are going to read a text about McDonald's. Before you read, in pairs, an-

swer the questions. 

1. How many McDonald's are there in your town? 

2. How successful are they? Who's their main competitor? 

3. How do McDonald's market their product? 

4. What do they use to attract customers? 

5. How often do you go to a McDonald's? 

6. What do you think of... 

- the quality of food? 

- the atmosphere of the restaurants? 

7. Do you think they offer value for money? 

8. What do you think are the main reasons for the company's success? 

 

Many newspaper articles combine facts with the writer's own opinion. As you read 

try to separate in your mind what is fact from what is opinion. 
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B. Read the text once focusing on the facts. Find out why the following numbers 

and dates were mentioned: 

1998    96     the 1980s    three hours    32,000,000    500     1948 

1955     25       the 1950s and 1960s 

 

C.  Read the text again. Underline anything about the company which is clearly 

just the writer's opinion (not a fact). In pairs, have you underlined the same things? 

What are the writer's three main criticisms of McDonald's? Do you agree with 

them? 

 

D. In pairs, explain the highlighted phrases in the text. Underline other new words 

and guess the meaning from context. 

 

E. Talk to a partner. 

1. Explain the title of the article. Do you think it's a fair description of Richard 

McDonald? 

2. Is the traditional family mealtime disappearing in your country? Why? 

 

THE MAN WHO DESTROYED MEALTIMES 

Richard McDonald, who founded the McDonald's restaurant chain, died in 1998 

but as long as our civilization survives he will never be forgotten. The golden arch-

es he invented seem to infest the planet like a bright yellow plague. On American 

highways where once there were spectacular views stretching to the horizon, the 

landscape is now dominated by fluorescent plastic letters Ms, the height of four-

storey buildings. 

McDonald's restaurants are impossible to ignore. They are found in over 96 coun-

tries, including a vegetarian version in non-beef-eating India. Last year the chain's 

busiest restaurant was the Moscow McDonald's in Pushkin Square. It is widely 
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thought that the restaurant's opening there, in the 1980s, was largely responsible 

for introducing capitalism to the old Soviet Union. This year a new McDonald's 

will be opened somewhere in the world every three hours. The company is obvi-

ously aiming for world domination, and is destroying traditional eating habits 

wherever it goes. In Japan the arrival of McDonald's has even overcome the tradi-

tional taboo about eating with your fingers while standing up, which was always 

regarded as bad manners. 

Richard McDonald has taken his place among the people who have shaped the 

modern world and lifestyle - every day 32 million people worldwide eat a 'Big 

Mac'. But he has altered far more than just our eating habits and skyline. His fast-

food chain has fundamentally changed human behaviour in every country that has 

been 'McColonised', and it is argued that it is responsible for causing obesity 

among millions of its customers through the easy availability of a cheap 500-

calorie meal with an above average fat content. 

It all began in 1948 in San Bernardino, California. In the post-war 'baby boom', 

American families were becoming increasingly concerned about value for money. 

Richard 'Dick' McDonald was a quiet thoughtful man, who had already earned 

himself a reputation as a marketing  genius - he invented drive-in laundries and 

was the first person to use neon signs to  advertise. Richard and his brother had the  

idea of feeding people quickly and cheaply  from a simple, fixed menu without 

making them get out of their Chevrolets. And so  McDonald's, and the concept of 

'fast food',  was born. The company expanded quickly  and in 1955 the McDonald 

brothers sold their 25 restaurants, although Richard 60 continued as a consultant 

until the seventies. 

In the fifties and sixties, before McDonald's restaurants took over mealtimes, the 

'diner', the traditional American restaurant, had been considered king. American 

families used о go to their local diner to eat freshly made food in a relaxed atmos-

phere, and to chat to friends and neighbours, This 'golden age' was destroyed by 

the golden M restaurants and the new concept of fast food, which has helped to 

create today's society where people don't even know their neighbours and are sus-

picious of strangers. It is perhaps no coincidence that several of America's worst 

mass murders lave taken place in McDonald's. 

The staff at McDonald's are all taught at the McDonald's University, set up by 

Richard McDonald to maintain high standards in his restaurants. It emphasizes 

how the company is 'one big family' (but with strict rules - e.g. nobody can 'wear 

vulgar nail polish'). This model has been borrowed by numerous other companies 

from Ford to Microsoft, and is aid to have spread American values worldwide 
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more effectively than any other US export. 

With his system Richard McDonald has given us faster food but this has arguably 

created a demand for everything else to be faster too. Modern society has become 

impatient and easily frustrated. Above all Richard McDonald created an unstoppa-

ble monster that gave birth to the phrase 'junk food', he world will never recover 

the innocence it lost when it first tasted a Big Mac. 

Adapted from the Daily Mail 

 

The passive 

Use the passive to change the focus of a sentence. 

Richard McDonald founded the company. (= we are interested in the man) 

McDonald's was founded in 1948. (= we are interested in the company and the 

date) 

 

Change the focus of the sentences by rewriting them in the passive. 

!  Don't use by when the original subject is a pronoun (they) or a non-specific 

expression (people, somebody). 

1. They are opening new restaurants every day. 

New restaurants ... 

2. The concept of 'fast food' has changed human behaviour.  

Human behaviour ... 

3. They teach the staff at the McDonald's University.  

Staff... 

4. Fast food destroyed the 'golden age' of family mealtimes.  

The 'golden age'... 

5. In Japan people had regarded eating standing up as bad manners.  

In Japan, eating standing up ... 

6. People will never forget Richard McDonald.  
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Richard McDonald ... 

7. We can't ignore the effect of fast food on our lives.  

The effect... 

8. They've spread the American model around the world.  

The American model... 

 

E. TEXT STUDY 

 

A. Read the paragraphs quickly. What, according to the author (American writer, 

Bill Bryson), are the two reasons why a lot of American food doesn't taste as good 

as European food? 

Star quality? 

 

A Now, there is nothing wrong with Starbucks, but there's nothing all that 

special either. The impression you get is that Starbucks' principal motivat-

ing force is not to produce the finest coffees but to produce more Starbucks 

coffee bars.  

B The main reason is cost. Everything in America is determined on cost, far 

more than in other countries. If price is a factor between competing busi-

nesses (and it always is) then the cheaper business will inevitably drive out 

the more expensive one. This rarely leads to improved quality.  Actually, it 

never leads to improved quality.  

C It is certainly true that a lot of American foodstuffs, white bread, most 

cheeses, nearly all convenience foods, most beers and coffees, are not as 

full of flavour or as varied as their counterparts in Europe. Why is this?  

D The second reason is that Americans are very attached to uniformity. That 

is, they actually like things to be the same wherever they go.  
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C Take the example of Starbucks, a chain of coffee shops in America. They 

started quietly in Seattle some years ago, but in the last five years the num-

ber of its shops has grown to 1,270, and the number is intended to double in 

the next two years. Already in many cities if you are looking for a coffee 

bar the choice is almost Starbucks or nothing.  

B. Read the paragraphs again more carefully and number them 1-5. 

C. Tick ( √ )the sentences that the writer agrees with. 

1. American food doesn't taste as good as European food.  

2. A business which sells cheaper products will do better than one whose prod-

ucts are more expensive.  

3. The cheaper something is, the worse quality it will be.  

4. Americans like to have a good choice of products or services.  

5. In two years' time, Starbucks will have twice as many coffee shops.  

6. Starbucks coffee is delicious.  

7. Starbucks is not interested in producing good coffee.  

 

Writing: For or against? 

A. Read through the composition once. Don't worry about the gaps. Is it for or 

against fast food? 

 

Fast food - a better way of eating? 

1 _________ , when you walk down the main street of any big city, you see fast 

food restaurants everywhere. These restaurants, 2__ ________ everyone has eaten 
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at some time, have 3_________ and disadvantages. 

The 4_________ advantage is that a fast-food meal is, 5__________ the name 

implies, quick. This is perfect for modern life, where time is essential. Secondly, 

they are relatively cheap, 6_________ is important, especially for young people 

7_________ don't have much money to spend. Thirdly, many people find fast food 

tasty, and enjoy eating it. 

8__________ it seems as if there are many things in favour of fast food, the dis-

advantages are perhaps more serious. 9_________ to traditional food, fast food is 

very unhealthy - in fact, it is responsible for the obesity problem in many devel-

oped countries. 

In conclusion, though fast food may be cheaper and quicker than traditional 

food, I think that the disadvantages are more important and I 10_________ avoid 

eating it. 

 

B. Complete the composition with a word or expression from the list. 

 

advantages     although     as compared     main     nowadays 

personally     where     which     who 
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BUSINESS CASE-STUDIES 

 

SWOT Analysis 

Understanding Strengths, Weaknesses, Opportunities and 

Threats 

 

by James Manktelow, editor of Mind Tools and an experienced busi-

ness strategist. 

 

Why use the tool?  

SWOT Analysis is a very effective way of identifying your Strengths and Weak-

nesses, and of  examining the Opportunities and Threats you face. Carrying out an 

analysis using the SWOT framework helps you to focus your activities into areas 

where you are strong and where the greatest opportunities lie. 

How to use tool:  

To carry out a SWOT Analysis write down answers to the following questions. 

Where  

appropriate, use similar questions: 

Strengths:  

 What are your advantages?  

 What do you do well?  

 What relevant resources do you have?  

 What do other people see as your strengths?  

Consider this from your own point of view and from the point of view of the peo-

ple you deal with. Don't be modest. Be realistic. If you are having any difficulty 

http://www.mindtools.com/pages/article/jnm.htm
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with this, try writing down a list of your characteristics. Some of these will hope-

fully be strengths! 

In looking at your strengths, think about them in relation to your competitors - for 

example, if all your competitors provide high quality products, then a high quality 

production process is not a strength in the market, it is a necessity. 

Weaknesses:  

 What could you improve?  

 What do you do badly?  

 What should you avoid?  

Again, consider this from an internal and external basis: Do other people seem to 

perceive weaknesses that you do not see? Are your competitors doing any better 

than you? It is best to be realistic now, and face any unpleasant truths as soon as 

possible. 

Opportunities:  

 Where are the good opportunities facing you?  

 What are the interesting trends you are aware of?  

Useful opportunities can come from such things as:  

 Changes in technology and markets on both a broad and narrow scale  

 Changes in government policy related to your field  

 Changes in social patterns, population profiles, lifestyle changes, etc.  

 Local Events  

A useful approach to looking at opportunities is to look at your strengths and ask  

yourself whether these open up any opportunities. Alternatively, look at your 

weaknesses and ask yourself whether you could open up opportunities by eliminat-

ing them. 
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Threats:  

 What obstacles do you face?  

 What is your competition doing?  

 Are the required specifications for your job, products or services chang-

ing?  

 Is changing technology threatening your position?  

 Do you have bad debt or cash-flow problems?  

 Could any of your weaknesses seriously threaten your business?  

Carrying out this analysis will often be illuminating - both in terms of pointing out 

what needs to be done, and in putting problems into perspective. You can also ap-

ply SWOT analysis to your competitors. This may produce some interesting in-

sights! 

 

Example: 

A start-up small consultancy business might carry out the following SWOT analy-

sis: 

Strengths:  

 We are able to respond very quickly as we have no red tape, no need for 

higher management approval, etc.  

 We are able to give really good customer care, as the current small 

amount of work means we have plenty of time to devote to customers  

 Our lead consultant has strong reputation within the market  

 We can change direction quickly if we find that our marketing is not 

working  

We have little overhead, so can offer good value to customers. 
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Weaknesses:  

 Our company has no market presence or reputation  

 We have a small staff with a shallow skills base in many areas  

 We are vulnerable to vital staff being sick, leaving, etc.  

Our cash flow will be unreliable in the early stages. 

Opportunities:  

 Our business sector is expanding, with many future opportunities for suc-

cess  

 Our local council wants to encourage local businesses with work where 

possible  

 Our competitors may be slow to adopt new technologies  

Threats:  

 Will developments in technology change this market beyond our ability to 

adapt?  

 A small change in focus of a large competitor might wipe out any market 

position we achieve 

The consultancy might therefore decide to specialize in rapid response, good value 

services to local businesses. Marketing would be in selected local publications, to 

get the greatest possible market presence for a set advertising budget. The consul-

tancy should keep up-to-date with changes in technology where possible. 

 

Key points:  

SWOT analysis is a framework for analysing your strengths and weaknesses, and 

the opportunities and threats you face. This will help you to focus on your 

strengths, minimise weaknesses, and take the greatest possible advantage of oppor-

tunities available. 
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SWOT Analysis is just one of many good techniques that can help you build a 

strong competitive position for your organization.  

Mind Tools Strategy Services specializes in using these techniques and intensive 

research to help UK entrepreneurs, business owners and managers understand new 

and changing markets. MTSS helps them to craft the strategies and business plans 

that help them excel. 

 

 

Taking Risks!  
C    A    S    E             S    T    U    D    Y           O    N    E 

 

 
 

Dave and Garry had just been made redundant. They were in their favourite pub, 

drowning their sorrows in pints of lager, and talking about what they could do in 

future. 

They glanced up as Denis walked in and ordered a double whisky. He peeled off a 

5 pound note from the fat roll of notes in his hip picket. 

‘He’s doing all right for himself,’ said Garry enviously. ‘What’s he up to now?’ 
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‘Denis? Oh, he’s got a fruit and veg stall in the market. Just bought himself a new 

Jaguar.’ 

‘It’s all right for some,’ said Garry. ‘How did he get into that?’ 

‘Through his uncle. He’s had a market stall for years.’ Dave had a gulp of lager. 

‘I wouldn’t mind having a bash at it myself.’ 

‘Me too, if it would get me  Jag.’ 

By the time they get again, Dave had obtained all the information.  

‘It doesn’t cost much,’ he told Garry. ‘Only 30 pounds a day for a ten-foot stall. 

Once we’ve paid for that, we’d be in profit.’ 

‘Say we didn’t make 30 pounds ... ? 

‘Come off it! Have you ever seen a market trader who was broke? Look at Denis! 

I’ve got it all worked out. Garden tools and plants, that’s what we could sell. I’ve 

found a place where we can get the tools cheap. Make a 100 per cent profit easy. 

We’d soon be rolling in it.’ 

‘Where are we going to get the plants?’ 

‘We’d have to buy them in at first, but then we could grow them. There wouldn’t 

be much outlay compared with leather jackets or CDs or something like that. If we 

both put half our redundancy money into it, we’d have a nice little stock to start 

with. We could get cracking right away.’ 

‘You’ve got a stall then?’ Garry asked. 

‘Not exactly,’ Dave replied. ‘You can’t just walk in like that.’ 

‘What d’you mean?’ 

 

Early Morning Queue 

‘You’ve got to be a casual first. Get there first thing in the morning before the 

other casuals appear, and queue up in case a regular doesn’t turn up. Then, you get 

his stall, see. After a bit, if the market super likes your face, he’ll find you a regu-

lar’s stall if he can.’ 
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‘Let’s get it straight,’ said Garry. ‘You queue up every morning on the chance that 

a regular’s dropped dead or something like that; but if they all turn up, you’ve had 

it for the day?’ 

‘That’s right.’ 

‘You can keep that,’ said Garry. ‘I think I’ll look for another job.’ 

 

ACTIVITIES 

 

Questions 1. Explain in your own words the meaning of the following words 

and phrases in the case study: 

a) redundant 

b) 100 per cent profit 

c) buy them in 

d) outlay 

e) stock 

2. Do you think Garry made a sensible decision? State your reasons. 

3. What other enquiries would you advise Dave to make before he 

decided to set up as market trader? 

 

Discussion What personal qualities do self-employed people need if they are to 

succeed? 
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Finding  A  Partner 
C    A    S    E             S    T    U    D    Y              T    W    O 

 

Five years ago, Nick Page set up his own business, making hand-made furniture. 

It was a hard struggle at first; but for the last year he has bad so many orders that 

he cannot cope with them. 

Six months ago, Nick obtained an £8,000 bank loan to buy some modern ma-

chines. Although the machines helped him to produce more furniture, the number 

of orders continued to rise, so that he still could not keep up with them. 

Nick decided that the only solution was to take on a partner who would be able to 

share the work and invest some money in the business to pay off part of the bank 

loan. He put the following advertisement in the local newspaper. 
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The Meeting 

Nick asks John Reed to come to the workshop. John is 20 years older than Nick, 

but they get on well together from the start. 

John's photographs of his furniture show that he is a very skilled worker. He is also 

full of ideas about new kinds of furniture they could produce. 

During their long talk, John reveals why he had to give up working for himself. A 

solicitor had cheated him out of thousands of pounds profit from his business. 

Nick is very keen to have John as a partner. However, when they discuss the terms 

of the partnership, they run into problems.  

John says he is willing to invest £3,000; but he wants 50 per cent of the profits 

because he has had much more experience. John also says that he is not very keen 

to have a deed of ; partnership drawn up by a solicitor, because of his bad experi-

ence with the solicitor in the past. 

 

ACTIVITIES 

 

Questions 1. What are the main advantages and disadvantages of partnerships? 

2. Why is it necessary to have a written agreement? 

3. What are the three most important points that should be included in 

a partnership agreement? Give your reasons. 

4. What actions would you advise Nick to take? 

Role Play Find a partner. One person takes the role of Nick; the other the rote of 

John. Nick should try to persuade John to change his conditions for 

the partnership. 
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Belt Up! 
C    A    S    E             S    T    U    D    Y              T    H    R    E    E 

Eighteen months ago, two young sisters opened a small shop selling belts of kinds 

for men and women - fashion accessory and trouser belts, money bell key belts, 

and sports belts. 

Karen and Julia spent a long time choosing the name for their shop. Th were 

both very pleased with the name they chose - Belt Up! - as it seemed attract just 

the right kind of customer. 

 

Expansion Plans 

Their business partnership has done so well that they have decided to ex-

pand. They plan: move to a much bigger shop in the high street, and open two 

other branches elsewhere. After that, they want to print a direct-mail catalogue 

which will be sent to targeted consumers through a mailing-list service. 

They have worked out all the details of their expansion plans. All they need 

now is the money to finance it - £300,000. 

They have already asked their bank manager for a loan. He would only lend 

them enough money to open the high-street shop, because he thought they were 

trying to expand their business too fast. 
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However, a number of people whom they have met through their business have 

been far more enthusiastic. Some of them have already said they might be interested 

in investing in the business - if it became a limited company. 

 

Limited Company 

'There's nothing else for it,' said Karen. 'We'll have to form a company if we want 

to raise the money.' 

'Oh, I wouldn't like that at all. We haven't got enough money to buy 51 per cent of 

the shares. We'd be minority shareholders.' 

That's right, but we'd still be running the business from day to day.' 

'It wouldn't be the same, Karen. If we had outsiders in the business, we'd never 

know what they might want to do.' 

'They wouldn't interfere as long as we were making good profits. In any case, Julia, 

if we remain a partnership, we're personally responsible for all the debts if anything 

does go wrong." 

'That's never bothered us up to now.' 

 

Valuable Asset 

'It might do if we expand. There's another thing, too. At the moment, anyone can 

open a shop and call it "Belt Up!". Once it's registered as a company name, no one 

else can use it. Our name is too valuable an asset to lose.' 

'Oh, I don't know,' said Julia, who was always far more cautious than her older sis-

ter. 'Maybe the bank manager was right after all. Perhaps we are trying to expand 

too fast. What if we formed a company and just opened the high-street shop? We 

could raise enough money then to buy the majority of the shares, so we'd still be in 

full control.' 
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ACTIVITIES 

 

Questions 1 Explain the meaning of the following phrases in the 

case study: 

(a) direct mail 

(b) targeted consumers 

(c) limited company 

(d) minority shareholders 

(e) valuable asset 

2   What are the main advantages of a limited company 

compared with a partnership? 

3   What would you advise the sisters to do about their ex-

pansion plans? Explain your reasons in full. 
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The Right Choice 
C    A    S    E             S    T    U    D    Y              F    O    U    R 

 

 
 

Duncan couldn't believe it at first when he ripped open a letter that Friday morning 

It was from a solicitor in Manchester stating that an uncle, whom he had met only 

once, had left him £10,000. 
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Pictures  of all the things he could buy flashed through his mind: a new car; an    

extension to the house; a world tour - the holiday of a lifetime. He felt over the 

moon. 

Duncan and his wife Sarah went through all the possibilities while they were  cele-

brating his luck in a restaurant that night. 

Working for Himself. 

It was Sarah who finally persuaded him to take a chance and start working for him-

self, as he had always wanted to do. 

They spent the following morning in the public library, looking up details of fran-

chises. There were a vast number on offer, ranging from car tuning and damp proof-

ing to picture framing. The initial costs ranged from £2,500 to £250,000. Duncan 

thought he could do best with carpets. There were two franchises on offer - one 

from HOME CHOICE CARPETS and the other from FITTED CARPETS. They 

got photocopies of the details  and took them home. 

 

 

ACTIVITIES 

 

Questions 1    What is a franchise? 

2   Which franchise would you advise Duncan to choose? 

Explain all your reasons. 

Letter Write a letter to one of the franchise firms asking for further 

details. 

Discussion What are the main advantages and disadvantages of a franchise 

compared with setting up your own business as a sole proprie-

tor? 

 

WHAT  TO ASK THE FRANCHISOR 

The Small Firms Centre advises people who are thinking of taking out a fran-

chise to ask the franchisor a large number of questions. Some of them are: 
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 How long have you been in franchising? 

 How many franchised businesses are you running at the moment? 

 How many business failures have been experienced by your franchisees? 

 On what basis do you choose your franchisees — how selective ore you? 

 What fees do you charge? 

 Do you take any commission on supplies of goods or materials to a franchi-

see? 

 What advertising and promotional expenditure do you incur? 
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LISTENING 

Working together 

Getting to know the workplace ... 

Work in pairs You'll hear a new employee being told where the different offices 

are in the firm he has just joined. 

 

Listen to the conversation and number the rooms that Michael is shown. The 'tour' 

starts at Mrs. Bronson's office. 
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1. Accounts Dept   

2. Canteen 

3. Coffee machine 

4. Conference room 

5. General Manager 

6. Gents toilet 

 

 

7. Lifts 

8. Marketing Dept 

9. Photocopying room 

10. Purchasing Dept 

11. Sales Dept 

12. Reception 

Company organization 

A. 1. Work in pairs Look at the structure of the company in the dia-

gram. Guess what some of the missing job titles might be. 

2. Listen to the recording and fill in the names and titles or job de-

scriptions that are missing. 

 

 

Which of the people mentioned are also members of the board? 
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B.   Work in pairs Discuss with your partner what other parts of the 

company have perhaps not been mentioned. 

To whom would the following people report? 

the Public Relations Manager     the Works Manager     the Advertising Manager  

the Export Manager     the Project Manager 

 

What companies do you know which are organized like Biopaints Inter-

national? 

 

Jobs and Responsibilities 

Speaking  

1. A colleague from one of your foreign subsidiaries is being seconded to your 

place of work for three months. They will become your assistant, helping you 

in your day-to-day work. Write a list of people in your organization that they 

will need to know. 

2. Work with a partner. Take it in turns to introduce your new assistant to their 

job. 

1) Explain what they will be responsible for. 

2) Show them the list and tell them who the people are. (Explain their job titles 

and responsibilities.) 

3) Give any background information that might be helpful. 

He has worked here for twenty years. He started in sales and moved over to mar-

keting. 

She deals with international accounts but she also knows a lot about the 

computer system. 
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Listening  

  Schering is an international company engaged in agricultural and phar-

maceutical activities. The French pharmaceutical subsidiary has recently 

changed its organizational structure. Listen to a manager describe the 

new structure to some colleagues from other parts of the organization 

and complete the organigram. 

 

A WORK GROUP 

 Marketing 

  

 Medical (Communication) 

 Medical (R+D) 

  

 Pharmaceuticals 

Working for the company 

 

What's it like, working for ABS? 

At dinner you meet an old friend of yours, who now works for ABS. He tells you 

what it is like working for that organization. Read the following questions, and 
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answer them when you have listened to your friend on the cassette. You may have 

to listen more than once. 

 

Study the following list of words: 

promotion - продвижение 

training scheme - система обучения 

transfer to another division - переход в другой отдел 

generous profit-sharing scheme - выгодная система распределения прибы-

ли 

pension scheme - система пенсионного обеспечения 

relocation expenses - подъемные (расходы на переезд ) 

provide - обеспечивать 

 

a Complete the following: 

1. There are good promotion    _________________ 

2. Salaries are quite   _______________________ 

3. There's a ______ profit-sharing scheme. 

4. There's a five-week   ____________________ 

b What benefits in kind (non-cash advantages) does your friend receive? 

c What kind of move is your friend considering? 

 

Tapescript 

What's it like? I'm quite happy. There are good promotion prospects if 

you're interested. And there's a very good training scheme. At the mo-

ment - did I tell you? - I'm considering a transfer to another division. But 

I'll tell you about that in a minute. Apart from that. . . Well, salaries are 

quite competitive; there's a generous profit-sharing scheme too. There's 

also a five-week holiday allowance, which is better than a lot of firms. 

What else is there to say? A company car, of course. Quite a good pen-
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sion scheme. That's it. The only thing I wasn't happy about was the fact 

that when I started the job, the relocation expenses weren't very gener-

ous; you know, buying a new house, moving the family, all that sort of 

thing costs money. I thought that... 

"An English restaurant in France? 

You must be joking!" 

 

You will hear an interview with Tom and Sue Higgins, an English cou-

ple who opened and English restaurant in Lyon, France, over ten years 

ago. 

 

1. Listen to the interviewer's introduction. 

Answer the questions 

a Why might it not be wise to open an English restaurant in 

Lyon? 

b What do the French think of English food? 

c What is the name of Ton and Sue's restaurant? 

d What are the interviewer's two questions? 

 

2. What other questions about Tom and Sue and their restaurant would 

you like answered in the interview? 

Add the list below. 

 

Why did they decide to do it in Lyon? 

Where did they get the money from? 

Are they doing well? 
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Write your questions on the board. 

 

3. Listen to the rest of the interview. Answer your questions. Discuss 

your answers first in pairs, and then with the whole class. 

Discussion 

 

What sort of business might succeed in your town? 

Do any of you want to start a business? 

 

ORGANIZATIONS 

Presentation 
Ex1.  

You are going to hear a manager from L’Oreal talking about her company. Be-

fore listening, find out if your colleagues know anything about L’Oreal’s busi-

ness activities. 

 

Ex2.  

Listen to the description of the company’s activities and complete the pie chart 

and notes with the correct figures. 

 

Turnover FFr(bn) % 

Consumer and Salons   
Perfumes and Beauty   
Synthelabo   
Active Cosmetics   
Other activities   
 

Number of employees____________________ 

Gross turnover__________________________ 

 

Ex 3. 

Listen again and complete these extracts from the presentation. Use one word 

per space. 
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1. We have production ________________ ,  _________________  and  

_______________ in all five continents. 

2. ….  the largest part of our _________________  comes from Consumer and 

Salons activities. 

3. Here we have an exceptional _________________ of prestigious 

_________________ which includes Lancome, Helena Rubenstein, and 

Biotherm. 

4. ….  this division has dual objectives: firstly to develop new, technically-

advanced cosmetics, and secondly to _______________ our close relation-

ships with pharmacists – a key ________________ of 

____________________. 

5. Synthelabo is making _______________ in the treatment of central nervous 

system disorders at the moment, and it will become a world 

________________  in this ________________ in the future. 

6. ……  we __________________ a major ______________ in the Marie-Claire 

publishing group… 

 

Ex 4.  

Now make similar sentences about your company. Describe: 

 the locations you operate in 

 where the largest part of your turnover comes from 

 the range of products/ services you offer 

 the role of your division or department 

 one of your current projects and your future plans 

 any other points of interest 

Starbucks 
 

West (East) Coast - Западное (Восточное) побережье 

Canada, Seattle - Канада, Сиэтл 

Washington D.C. - Вашингтон (Округ Колумбия) 

Howard Schultz - Говард Шульц 

to manufacture - производить 

to be located - находиться 

a head-office - головной офис 

sales - объем продаж 

annual growth rate - ежегодный темп роста 

part-time  - неполный рабочий день 

a shareholder - акционер 
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to employ - нанимать (на работу) 

an employee - служащий 

 

1. Answer the questions: 

1. What does the company manufacture? 

2. Where is the head-office located? 

3. Where were the first stores located? 

4. What are company sales? 

5. What is the annual growth rate? 

6. How many workers does the company employ? 

7. How many workers are part-time? 

8. How many workers are shareholders? 

 

2. Fill in the gaps with the appropriate words: 

 

Mr. Schultz’s philosophy is this: “The ___________ and the ____________ both 

come _________. If our ____________ are happy, they make the  ____________ 

happy.” 

3. Match the following sentences: 

 

1. The company are in Seattle. 

2. The company head-

office 

is 6 thousand people. 

3. Starbucks  manufactures that only happy employees make custom-

ers happy. 

4. All of them  are USD 285 ml. 

5. The sales for this thinks shareholders. 
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year 

6. The annual growth 

rate  

employs 75%. 

7. Mr. Schultz  is located high quality coffee. 

IKEA 1 

 

proximity to - близость к 

reliable access - надежный доступ 

distribution channels - каналы распределения 

sales accounting for - продажи 

 

1. What country does the company belong to? 

2. What does it make? 

3. How many countries does IKEA have stores in? 

4. What is the biggest market? (What are the sales on this market?) 

5. What markets are very significant in Europe? 

6. What are the sales in North America? 

7. What sales does Asia account for? 

8. Where are the IKEA products designed, developed and manufactured? 

9. How many countries does IKEA supply? 

10. What does IKEA’s success depend on? 

11. What does IKEA do before opening a store in a new country? 
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IKEA 2 

Listen and make notes about what Sarah says under these headings. 

1. Frequency of visits to IKEA:___________________________________ 

2. Opinion of IKEA proucts:_____________________________________ 

3. Opinion of IKEA stores: ______________________________________ 

4. Types of products she buys: ___________________________________ 

5. Aspects of shopping at IKEA she doesn’t like:  ____________________ 

6. Next trip: _________________________________________________ 

 

Additional Texts for Reading 

PIZZA EUFOREA 

A Business Start up 

In mid 1997, Adrian Penney was chatting with some Italian friends about 

pizza. All had their different tastes and favourites, but could agree on one thing: 

they had rarely eaten a good pizza in Britain. All disliked the American-style Pizza 

Hut and Domino's Pizza. They longed for the real Italian product: crisp, thin crust, 

real mozzarella cheese, fresh herbs and cooked in a wood-fired oven. 

Later that year, a late night conversation with a merchant banker friend 

ended up on the same topic. The two friends even wondered about starting up a 

pizza business. The banker suggested meeting up with another friend, Charles 

Baker, whose successful career in retail management made him a useful contact. 

When they got together, Adrian and Charles hit it off straight away. Charles was a 

frequent visitor to Italy, and felt as strongly about 'real pizza' as the others. 

The idea may have gone no further were it not for a couple of excellent 

pizzas Adrian enjoyed in central London. In effect, they disproved the theory. He 

had doubted whether (a) the British cared about real Italian pizza, and (b) the Brit-

ish were capable of producing a good pizza. Yet here in London, he had enjoyed 

excellent pizza in crowded restaurants. 
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The three met up shortly afterwards and a clear business proposition 

emerged: top quality, authentic pizza cooked in a wood-fired oven, for home deliv-

ery. It might cost a pound or two extra, but this would be an Alfa Romeo instead of 

a Ford; Haagen Dazs instead of Walls; in other words, a top quality product aimed 

at adults, not teenagers. As Charles put it: 'Everything must exude quality — from 

the ingredients to the authentic Italian Piaggio delivery bikes.' 

A few preliminary costings convinced the partners that the business 

proposition could work. They weren't worried about the size and marketing 

strength of Pizza Hut or Domino's, because they saw these companies as operating 

in a fundamentally different market. The challenge would be to persuade a new 

type of customer to buy home delivery pizza. 

On New Year's Eve 1999 they decided to go ahead. Adrian gave up his 

career in advertising and Charles quit his retail employer. The two of them would 

work full time on starting up the first outlet, then use the lessons learnt to set up as 

many as ten more outlets within the first year. The third partner would stay in his 

banking job, but provide advice when necessary and contribute his full third of the 

finance towards setting the business up. 

After a brainstorming session, they came up with the trading name Pizza 

Euforia and managed to register the company name Euforia Ltd. With the name in 

place, .a whole sequence of tasks followed. In addition to completing the paper-

work needed to form a company, Adrian and Charles spent a day at a huge catering 

fair at Olympia. They made some contacts among catering equipment and supply 

firms, and realised with a jolt how expensive it was all going to be. February saw 

them visiting estate agents and walking the streets of south London, trying to find a 

suitable venue. After weeks of cold and frustration, an estate agent phoned about 

restaurant premises that had just been put on the market. A quick visit led to a 

quick decision — it was excellent: not too big, visible from a main road, some 

parking space nearby and on the edge of Wimbledon, an affluent London suburb. 

With negotiations underway on the site, the three directors made a trip 

they had looked forward to from the moment the idea came about — a week visit-

ing pizza restaurants in Italy. A friend of Adrian's arranged for them to visit ten 

restaurants, including spending a day learning how to make pizza at a well-

established family restaurant in Ischia. The elderly patrone showed off his skills 

(he could make and cook 75 fresh pizzas an hour), then made them mix the dough, 

and prepare and bake the pizza. In several hours of getting covered in flour, failing 

to make a round base, then overcooking or undercooking pizza after pizza, all three 

learned that pizza chefs deserve respect. 
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They returned from the week with a far clearer idea of how to brief their 

architect on what exactly they wanted built into the preparation area. While the 

architect started on the drawings, discussions began with the local council and with 

specialist recruitment agencies for chefs. The council had only one query, and it 

was about the wood-fired oven. Would it meet fire regulations? And would it meet 

the Clean Air Act? Remarkably, only one supplier of wood-fired ovens is approved 

by the government, so that would have to be the one. Unsurprisingly, the oven 

proved expensive — 'more expensive than a brand new family car', as Adrian put 

it. 

In May 2000, with negotiations completed with the estate agent, the archi-

tect could really get to work. The brief was simple: to design a small restaurant, 

with the wood-fired oven as the focal point. All food preparation and cooking 

would take place in front of the customers, so the cooking area would have to look 

modern and smart. Access for the delivery bike riders would have to be from the 

back, to prevent the bikers from disturbing the restaurant customers. In the fort-

night it took to prepare the drawings, Adrian and Charles began the recruitment 

process. They had already ordered a pizza oven from 'Bakers' Pride', who allowed 

the Euforia directors to use their, demonstration kitchen as an interview room. 

Charles, with a great deal of recruitment experience, was determined that 

they should not only interview the chefs, they should also make them cook some-

thing. So every one of the eight shortlisted candidates was given some ingredients 

and asked to prepare and cook a starter and a pizza. Several were shocked, as they 

had never been required to cook before when applying for a job! 

By mid-July, everything was ready for the building work to begin. 

Thoughts of starting in June had long gone. Now the first of September was the 

target launch date. After discussion with the two chefs already recruited, the menu 

could be decided. A standard range of 15-16 pizza varieties would be supple-

mented by some unusual starters, plus a daily-changing blackboard featuring one 

or two pizza and pasta specials. This would be an opportunity for the chefs to be 

more inventive, and a way of testing whether other varieties would be worth add-

ing to the standard delivery menu in the future. 

Both Adrian and Charles were determined that, from the outset, staff 

would be brought into the decision-making process. The catering trade is notorious 

for long hours, workplace bullying and an authoritarian management style. Euforia 

would be different. Consulting with the chefs and paying them monthly salaries 

instead of hourly wages, would be part of a deliberate attempt to build a sense of 

mission. The aim of bringing authentic, high-quality pizza to Britain could unite 
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staff, just as staff at the sandwich chain Pret a Manger are united behind the mis-

sion to provide Britain's best sandwiches. There would also be a practical by-

product in that the chefs would feel involved. To build a chain of ten Pizza Eu-

forias, it would be essential to promote a chef at one outlet to chef/manager at a 

newly opening one. The three directors would have to trust the chef's quality stan-

dards, or else the chain would be impossible to build. 

With 2 weeks to go, the restaurant still looked like a building site, but the 

oven was ready. The chefs could start practising with their new equipment. Adrian 

was struck by how amazed the chefs were to see the quality of all the materials 

they were handling. Above all else, it was so rare to have brand new cutting tools 

and preparation areas. Both were used to second-hand or very cheap equipment. 

Adrian had no doubt that it made a big impression. Both chefs were clear that Pizza 

Euforea meant business, and really meant to offer a top-quality product. 

The first floor of the restaurant had been acquired to act as an office, but 

there was still no sign of filing cabinets, computers or staff. In the kitchen, the fo-

cus was on testing every item on the menu. Exactly how long does garlic bread 

take to bake? And how long for a pizza with one or two toppings compared to a 

pizza with six or seven? And what about the taste and texture of the salad dressing? 

The chocolate mousse? The fresh fruit salad? And on and on. Not only was this 

time-consuming, it also meant heavy spending on materials that were generating no 

revenue. Furthermore, a last-minute hitch seemed possible, and from a strange 

source. The credit card companies' security checks were taking an age, making it 

possible that they would not get approval to start on 1 September (which would 

mean delaying the launch). In the end, this particular problem was overcome, but 

staffing difficulties forced a delay of nearly a week. Happily, on 6 September, the 

wood-fired oven was able to serve Pizza Euforia's first paying customers. 

 

Answer the questions: 

1. What conclusion did Adrian penny and his Italian friends come to in mid 

1997? 

2. How does a real Italian product look like? 

3. What were the second and the third partners? 

4. What did Adrian doubt about? 

5. What business proposition emerged after the meeting of three friends? 

6. Why weren’t they worried about the strength and marketing size of Pizza 

Hut or Domino’s? 

7. What was Adrian’s previous career?  
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8. What are the partners’ duties in a new business? 

9. What company name did thy register? 

10. What else did they do in addition to completing the paper work? 

11. What restaurant premises and where did they find? 

12. What was the friends’ visit to Italy purpose? 

13. How long did they stay in Italy and how many restaurants did they visit? 

14. What did they do at a well-established family restaurant in Ischia? 

15. What was the problem concerning the local council? 

16. What do you know about Clean Air Act? 

17. What were the problems regarding the wood-fired oven? 

18. What was the brief regarding the final idea of he restaurant?  

19. Where was Charles interviewing the chefs? 

20.  What shocked the chefs? 

21. What was the target launch? 

22. What was there on the menu? 

23. What promotion will be in Pizza Euforia? 

24. What was the first floor to act as? 

25. What was the focus on in the kitchen? 

26. What was the last problem before opening the restaurant to overcome? 

 

The New Forest Sausage Company 

The New Forest Sausage Company is a small business, based in the vil-

lage of Sway in rural Hampshire. The firm has operated as a village butcher's for 

four generations. In 1976, David West graduated from university and entered the 

business as a partner with his father. When his father retired in 1996, the business 

became a sole trader, employing 10 part-time staff (four FTEs — full-time equiva-

lents). 

This article will study the dynamic nature of the organisation, examining 

the inter-relationship between its objectives, strategies and achievements. 

Aims 

The company's fundamental aims have varied over the last 20 years, 

adapting to the needs of different stakeholders and external pressures, but primarily 

stemming from the needs of the owners. 
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In 1976, the business needed to produce sufficient profit to sustain two 

individuals, and so a satisfactory profit level was, and continues to be, a key aim. 

However, as the business today operates as a sole trader, the definition of 'satisfac-

tory profit level' has changed. With growing pressure on small retailers, the em-

phasis has shifted towards survival. This aim has been influenced by historical fac-

tors — the West family has provided a service to the local community for four 

generations — resulting in a determination to maintain the independence of the 

business. 

Underpinning the business has been a desire to provide quality and ser-

vice. Consequently, objectives such as profit maximisation have not been consid-

ered, as they might jeopardise this basic aim. 

 

Objectives 

The objectives have arisen from the aims, but have also been influenced 

by external events. Objectives must be challenging, but most of all attainable, if 

they are to drive a company to success. 

Listed below is a chronology of key objectives, with an indication of the 

reason for their dominance at that particular time. Table 1 contains information on 

company sales that will be needed to understand the pattern of change experienced 

by the organisation in recent years. 

1976-88: Satisficing. During this period, the retail butcher's shop was 

able to generate sufficient profit to meet the aim of a satisfactory profit level. This 

was achieved through emphasis on quality products and customer service. The 

relative stability of this period also guaranteed the independence sought by the 

owners, and ensured survival.  

1989-32: Diversification and growth. A number of village stores were 

closing down at this time, so the owners recognised that they would need to change 

their main objectives if they were to continue to meet their aims. In order to widen 

their customer base, they diversified from their core business (village butcher) into 

the production and wholesaling of speciality sausages. This strategy did not require 

significant change, as the firm already hand-produced speciality sausages for its 

retail shop. The most important change was the need to establish a reputation for 

excellence amongst potential clients. 
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1993-95: Consolidation and survival. Although Table 1 indicates that an 

apparently firm base in wholesaling had been established, the reality was that this 

was a volatile market. The overall sales figures mask regular gains and losses of 

individual customers. 

1995-97: Growth. In 1995, the business survived the loss of its two major 

customers by securing one large contract that represented 30% of its total sales. 

Smaller profit margins required an increase in turnover in order to maintain overall 

profit levels. 

1997-2000: Added value and independence. The lack of profit but high 

level of commitment needed for the previous period led to a re-evaluation. Since 

1997, sales have fallen, but this has allowed greater research into activities that add 

value and reduce the firm's dependence on other organisations. 

 

SWOT analysis 

An examination of the company's position at the end of its 'satisficing' pe-

riod (1988) produced the following summary.  

Strengths 

 Loyal customer base within village. 

 Local monopoly (within village).  

 Reputation for quality and service.  

 0% gearing. 

 A product range with a unique selling point. 

 A determination to succeed.  

Weaknesses 

 Limited and potentially declining market. 

 Limited range of expertise. 

 Unlimited liability.  

 Remote location.  
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Opportunities 

 Retail diversification (as other local shops decline). 

 Potential new markets for a sausage producer: local and regional su-

permarkets and other retailers.  

 Growth in customers seeking speciality, high-quality food products.  

Threats 

 Growth of supermarkets. Customers are moving towards larger retail-

ers carrying a wide range of products. 

 Declining sales of meat products due to changing consumer tastes 

and health scares. 

 Changing eating habits. Consumers demand more convenient, less 

time-consuming meal preparation, discouraging the purchase of fresh, 

non-prepared produce. 

 Technology. Changes in technology are enabling large-scale produc-

tion costs to be lowered relative to small producers.  

 Suppliers. The decline in the number of small shops has meant the 

closure of wholesalers, reducing choice and increasing price for buy-

ers of meat products.  

Strategies 

Based on this analysis and the organisation's aims and objectives, the fol-

lowing strategies were adopted: 

(1) Maintain current retail base to provide stability and generate profits 

in order to fund other strategies. 

(2) Diversify into the production and wholesaling of speciality sausages 

(the organisation's particular unique selling point). 

(3) Develop a new base of potential clients for the sausages. 

(4) Introduce a marketing strategy based on a reputation for excellence. 

This new approach led to a reorganisation of the firm, with the father tak-

ing overall responsibility for retailing and the son organising the production and 

wholesaling of the sausage.  
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Answer the questions: 

1. What’s the New Forest Sausage company? 

2. What forms of ownership has it represented since the foundation? 

3. What has it operated as for four generations? 

4. What has the business been since the retirement of Mr. West Senior? 

5. How many employees are there in the company? 

6. Why have the company’s fundamental aims varied for 20 years? 

7. What is a key aim of the business? 

8. Why has the satisfactory profit level changed for the company towards 

survival? 

9. What must the attainable objectives lead the company to? 

10. What was the business able do generate during the satisfying period? 

11. What was he emphasis on during this period? 

12. What did diversification and growth man for the company? What was the 

situation in the locality? 

13. What other phrase for ‘volatile market’ do you know? 

14. What is the profit margin? What did small profit margins influence during 

the growth period? 

15. What led to re-evaluation? What did the re-evaluation mean? 

16. What were the advantages of the business? 

17. What were disadvantages of the business? 

18. What threatens the company? 

19. What strategies has the company worked out? 
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Starbucks  
Andrew Gillespie asks if Starbucks is truly an excellent company 

Is Starbucks an excellent company? It depends very much on whom you 

ask and what you are measuring. Some people criticise the business heavily, be-

lieving it behaves in a socially irresponsible manner. Others point to its rapid 

growth and the way it has established itself as a major international brand and 

claim this in itself is proof of its excellence. 

The Starbucks chain was bought 15 years ago by Howard Schultz when it 

was a small coffee chain operating in Seattle, USA. Since then he has established 

the brand worldwide and the business has grown at an extraordinary rate. In 1987 it 

had 17 coffee shops. Now it has over 5,600 worldwide — and it is still growing. 

Sales have increased by around 20% annually since the company went public 10 

years ago and profits have grown by an impressive 30% per annum (see Table 1). 

For investors this growth has paid off handsomely: the company's shares have in-

creased in value by an amazing 2,200% over the past decade. 

Growth has been so fast that in some areas of the USA the company has 

probably saturated the market. In Seattle, for example, there is now one store for 

every 9,500 customers which the company estimates is the maximum the market 

can bear. In Manhattan there are 124 stores in a 24 square mile area, which works 

out as about one for every 12,000 people, so it can just about squeeze a few more 

in here! Given such a heavy presence within its home country continued expansion 

has had to come from overseas. The company now has over 1,200 outlets outside 

America. This number is expected to grow to 10,000 in 10 years' time. However, 

overseas expansion is not as profitable for the company because it prefers to enter a 

foreign market in conjunction with a local partner who knows the market well, 

which means it needs to share its profits. 

 

Table 1          Starbucks data 

 2001 1997 

Turnover $2649m $97 5m 

Operating profit $281.1m $86.2m 
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Schultz's vision 

The company's success has been driven by Howard Schultz, who is often 

described as 'a man with a mission'. Schultz's vision is based on the idea of Star-

bucks as the Third Place: an oasis of tranquillity and calm between home and of-

fice. 'The beverage is just a vehicle for Grafting an experience,' says Schultz, 'It's a 

theatrical presentation — the music, the lighting, the atmosphere, the people — so 

that when people walk into our stores they feel better about themselves...coffee has 

been a stimulus to conversation for hundreds of years, and that's what people in our 

stores are doing: speaking, reading, writing... We're in the business of creating an 

experience around coffee and culture and the sense of community, and the Third 

Place.' (See Box 1.) 

The company's name originally came from an old mining camp called 

Starbos near Seattle; it was then changed to Starbucks after a character in the book 

Moby Dick, which also inspired the mermaid logo. Schultz worked for Starbucks 

as a marketing executive until he bought out his bosses in 1987. Once he was in 

full control the expansion began in earnest. Schultz's strategy has been to cluster 

stores in particular areas. Although this means the outlets potentially poach cus-

tomers from each other, Schultz believes, and he seems to be right, that it also 

builds market share and enables the firm to dominate the local market. The com-

pany can design and open a store within 16 weeks and aims to recover its invest-

ment within 3 years. 

 

Response to criticism 

However, whilst Schultz's strategy has undoubtedly been successful fi-

nancially, critics say Starbucks' method of flooding an area is undesirable because 

it forces out local competition. The company has also been accused of exploiting 

coffee farmers by paying too little for the coffee and failing to meet all its social 

responsibilities. For example, the US Organic Consumers Association attacks the 

firm for using milk that is not certified free of the growth hormone rBST. Although 

this hormone has US Food and Drug Administration approval, the US Consumer 

Organic Association believes there are potential health risks. 
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Box 1  The Starbucks  mission 

Establish Starbucks as the premier purveyor of the finest cof-

fee in the world while maintaining our uncompromising prin-

ciples while we grew. 

The following six guiding principles will help us meas-

ure the appropriateness of our decisions: 

 Provide a great work environment and treat each other with 

respect and dignity. 

 Embrace diversity as an essential component in the way we 

do business. 

 Apply the highest standards of excellence to the purchas-

ing, roasting and fresh delivery of our coffee. 

 Develop enthusiastically satisfied customers all of the time. 

 Contribute positively to our communities and our environ-

ment. 

 Recognise that profitability is essential to our future success 

 

 

The company defends itself vigorously. For example, it claims that virtu-

ally all the milk from herds that have been injected with rBST and those that have 

not is mixed together before sale and so it is impossible to distinguish. In any case, 

Starbucks offers organic milk as an alternative, although customers have to pay 

more for it. Starbucks also claims it pays a premium price to farmers and invests in 

hospitals and clinics in local communities. 

Last November, in partnership with the pressure group, Conservation In-

ternational, Starbucks announced the industry's first coffee purchasing guidelines. 

These are designed to ensure that the beans Starbucks buys are produced to envi-

ronmental, labour, economic and quality standards. These standards are checked by 

independent third-party auditors, as well as by Starbucks itself. The incentive for 

suppliers who choose to meet the criteria in six trial sites will be premiums of up to 
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10 cents a pound and preference in the purchasing chain. Last year Starbucks 

committed itself to buying 1 million pounds of Fairtrade certified coffee which 

ensures farmers are paid a reasonable price. Critics point out, however, that this 

amounts to just 1% of its overall purchases. 

 

Strengths and weaknesses 

The company now seems to be at something of a turning point in its de-

velopment and faces a number of problems, including: 

 The danger that people will become bored of the brand, seeing it as 

tired and mature rather than as young and daring. 

 The possibility of people cutting back on their coffee consumption in 

a recession. 

 The difficulties of maintaining the motivation of its staff, many of 

whom are part-timers. The company originally had a good employ-

ment relations record paying relatively high wages and offering 

health insurance and share options. Recently, however, staff have 

seemed less content; as the firm grows employees probably feel more 

distant from 'the bosses'. 

On the other hand, the company's strengths include: 

 Very little debt; it has mainly financed growth internally. 

 Control over its own stores; it has avoided the franchise route. ” Ef-

fective word of mouth promotion; reducing advertising costs. 

 An effective, experienced management team. 

To maintain its growth the company not only has to look for new markets 

to exploit, which it has already done by expanding overseas, but also new ways of 

sustaining and increasing demand. It has been quite innovative already in this area. 

For example: 

* In many stores there are automatic espresso machines to speed up service. 

* You can now buy a prepaid Starbucks card which is swiped through when 

you visit; this halves transaction time. 
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* At some stores you can preorder and prepay for coffee via the phone or 

the Starbucks website; when you get to the store you coffee is waiting for you with 

your name on it! 

* The company has introduced wireless internet access in some of its stores 

to make them more appealing. 

 

Conclusion 

What started as a local coffee-making company has become an innovative 

lifestyle experience and a global business. The brand for many represents comfort, 

quality, relaxation and style. These values have been exported, enabling the busi-

ness to continue to expand at an incredible rate. However, it now faces a number of 

challenges. A major challenge is posed by those who question its social responsi-

bility and see it as the unwelcome face of capitalism, exploiting farmers and small 

businesses. In the Seattle anti-globalisation riots of 2001, Starbucks stores were 

targeted by protestors. So far the company has managed to distance itself from 

much of the criticism, whilst developing its geographical scope and looking for 

more ways of adding value for its customers. The key questions for the future are: 

* Can it continue to innovate successfully, especially with so many imita-

tors setting up rival outlets? 

* Can it cope effectively with the pressures from outside groups for more 

socially responsible behaviour? 

Andrew Gillespie is Head of Business Studies at d'Overbroeck's College. 

 

Answer the questions: 

1. When was Starbucks founded? 

2. What’s the company’s progress? 

3. What the annual sales increase? 

4. What is the company from the view point of ownership? 

5. Why isn’t it profitable for the company to expand overseas? 

6. What sort of person is Howard Schultz? 
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7. What is meant by “The Third Place”? 

8. What can people do in Starbucks stores? 

9. Where does the company’s name come from? 

10. What is the logo of the company? 

11. What is Mr. Schultz’s strategy? 

12. What is the company accused of by the critics? 

13. How does the company fulfil the social programme? 

14. What threats, dangers does the company face? What strategies has the company 

worked out? 

15. How does the Starbucks sustain demand? 

16. What qualities and business features does Starbucks brand represent? 

IKEA 3 

IKEA,   the  Swedish-based  home furnishings retailer, pioneered a busi-

ness model involving self-service and self-assembly of furniture. Looking back, the 

model seems simple — why should a company spend money assembling the furni-

ture it intends to sell when customers can do it for themselves? However IKEA's 

founder, Ingvar Kamprad, was one of the few to see the potential of this approach 

and to build a highly distinctive business around the idea. 

 Ingvar Kamprad established IKEA in 1943 as a mail-order business; 15 

years later he opened the first IKEA retail store in Sweden selling flat-packed fur-

niture. IKEA is now an international retailing business operating in 31 countries 

with over 70,000. Sales have risen every year since it was set up and reached 

$10.4bn last year. It remains a private company and does not reveal its annual 

profits to the public. The name IKEA is derived from a combination of the initials 

of the founder's name, the first letter of Elmtaryd, his family farm, and Agunnaryd, 

the village in Smaland in southern Sweden where Kamprad was born. The compa-

ny's first UK store opened in War-rington in 1987 and it now operates 11 stores in 

this country, including three around London. 

A distinctive approach 

 IKEA has always been distinctive in its approach to retailing. It does not 

have customers, for example, it has 'visitors' and sets out to offer a 'shopping 
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experience' rather than a quick sale. Its stores are built on large sites outside city 

centres and include restaurants and children's play areas. The company's products 

have Swedish names (Aivak, Bya, Dalarna, Ektorp, Froson, Karl-shamn, Kungalv 

Lycksele, Nikkala, Strom-stad to name but a few) and its restaurants serve Swe-

dish food such as meatballs and herrings. The company's strong link with its home 

country is also evident in the corporate colours of blue and yellow, which are the 

national colours of Sweden. 

In most stores you enter and go to the section you want, but at IKEA once 

you walk in you have to go through the whole store on a set path to get to the exit! 

This ensures you see the full range of goods available and hopefully become en-

ticed along the way. 'What people come in for and what they leave with is com-

pletely different,' says Kamprad. If you do see an item of furniture you want to 

buy, you make a note of it and pick it up in the warehouse bay before going to the 

checkout. 

The furniture all comes flat-packed so   you   have   to    assemble it your-

self when you get home. This makes you a 'Pro-sumer': part-consumer and part-

producer. "The idea is that you do half,' says IKEA's PR manager, 'We will supply 

you with the design, the inspiration, the knowledge and the basic tools; your re-

sponsibility then is to go home, build it and use it.' 

The company is also distinctive in its advertising. In the 1980s it accused 

the British of being too conservative and challenged us to 'Chuck out the Chintz'. 

More recently The Tattooman' explained the IKEA values to his fellow 'co-

workers'. 

IKEA's key elements 

At the heart of IKEA is a set of strong beliefs in terms of what it is and 

what it is offering the customer. The three key elements of the firm's approach are: 

(1) A wide range of goods 

It offers everything from a paperclip to a chest of drawers and there is a 

wide range of styles available. 

2) Good design and function 

This involves ingenious solutions to problems (such as space-saving stor-

age ideas) and avoiding waste (because waste costs money). IKEA describes its 

range as 'modern but not trendy, functional yet attractive, human-centred and child-

friendly.' 
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(3) Low prices 

IKEA sets out to be significantly cheaper than the competition while 

maintaining an interesting and good quality range of products. Achieving this low-

price approach requires a corporate obsession with keeping costs down. As 

Kamprad says: It's not difficult to manufacture expensive fine furniture. Just spend 

the money and let the customers pay. To manufacture beautiful, durable furniture 

at low prices is not so easy. It requires a different approach. Finding simple solu-

tions, scrimping and saving in every direction. 

Embedded in the culture of the business are stories of the founder's efforts 

to reduce costs: allegedly replacing drinks from the minibar with items bought 

from the supermarket rather than pay hotel prices, booking his own travel ar-

rangements and always travelling economy class. Despite being a multi-billionaire 

(supposedly worth over $13bn) Kamprad remains frugal, saying that his biggest 

extravagances are that 'from time to time I like to buy a nice shirt and cravat — and 

eat fish roe.' 

As with Wal-Mart, the importance of getting costs down informs every 

decision. For example, the company works very closely with designers to find bet-

ter ways of producing furniture more cheaply using existing production processes 

rather than expensive new ones. It also looks worldwide for suppliers to find the 

right materials at the right cost. Because it buys in bulk it has the power to get the 

lowest prices. The company also keeps things simple by offering almost the same 

product range all over the world. 

In relation to its staff the company is an informal organisation to work for 

with few levels of hierarchy, no formal dress code and a style of management that 

encourages employees (called 'co-workers') to come up with new ideas. Kamprad 

urges IKEA 'co-workers' to be 'a group of constructive fanatics, who with unwa-

vering obstinacy refuse to accept the impossible...'. This approach seems to work 

with labour turnover in the UK averaging around 12% a year, compared with the 

average in the sector of around 30%. 

The future 

Despite its success to date the company remains eager for further growth 

and the aim is now to double its size in the next 10 years. This comes at a time 

when Kamprad hands over control to his three sons. However, not wanting rivalry 

amongst the brothers to break up the business, Kamprad has placed the company in 

trust; this means his sons cannot sell it and that IKEA must remain a private busi-
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ness. This way the company is safe from the demands of outside investors who 

often interfere with an organisation's long-term planning. 

According to Kamprad, being able to make decisions without outside in-

terference has been an important element in the firm's success. 'I hate short-termist 

decisions...when entering the Russian market we had to decide to lose money for 

10 years.' Few investors would have been willing to wait this long for returns. 

Kamprad is also worried that the culture would change for the worse if outsiders 

became involved. 'We could make much more money over the next 5 years if we 

increased our prices.. .but in the long term it would be a catastrophe.' 

As it is, the vision of Ingvar Kamprad has driven the business forward at 

every stage. He has been its inspiration and chief strategist, often basing decisions 

on his gut feeling of what he feels would work rather than extended analysis. For 

example, he decided to go ahead with IKEA's China venture after IKEA managers 

spent little more than 2 weeks in Shanghai and Beying. When the company invest-

ed over £I70m into building Moscow's biggest shopping mall the project director 

admitted the quantitative data to support the decision were not available saying, 

'We have given up on the statistics!' 

The future growth of the business is likely to come mainly from the areas 

of Russia and China where there are tremendous opportunities for low-price, well-

designed home furnishings. In Sweden the company already has 20% of the market 

and in other existing markets growth is difficult. In the UK, for example, a planned 

expansion to 30 stores has not occurred due to difficulties getting planning permis-

sion. Despite his tremendous success as the founder and chief executive of IKEA 

Kamprad admits he has made many mistakes on both a personal and business level. 

For example, he briefly supported Nazism in the 1940s, a mistake he has sincerely 

apologised for ever since. He has also battled with alcoholism. In business one of 

his biggest mistakes was the purchase of Habitat in 1992, which has lost money for 

the company and is likely to be sold soon. 
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Box 1  Words of wisdom 
 

Ingvar Kamprad committed some of his thoughts to paper in his book, A Furniture 

Dealer's Testament. This contains many words of wisdom, including the following 

messages: 

 'People have very thin wallets. We should take care of their interests.' 

 'By always asking why we are doing this or that, we can find  

new paths.' 

 'The general who divides his resources will invariably be defeated.' 

 Tart of creating a better everyday life for the many consists of breaking free 

from status and convention — becoming freer as human beings.... What we 

want to do, we can do and will do together. A glorious future!' 

 'Divide your life into 10-minute units and sacrifice as few of them as possible 

in meaningless activity.' 

 'Happiness is not to reach one's goal but to be on the way.' 

 'Only while sleeping one makes no mistakes.' 

 

 

 

Kamprad's legacy 

Nevertheless, Ingvar Kamprad has created a modern and highly distinctive 

company that brings with it a refreshing missionary zeal and enthusiasm to the way 

it does business. Kamprad genuinely believes IKEA is improving the world by 

bringing excellent quality at affordable prices and that the company has important 

messages for others to learn from (see Box 1). Whereas British companies might 

reward their staff at Christmas with a bonus or box of biscuits, IKEA gave each of 

its British co-workers a mountain bike, a barbecue and a picnic set. The aim was to 

encourage them to  be environmentally aware and live an outdoor life. 

The question now is whether IKEA can continue to excel without Ingvar 

Kamprad to lead it. 
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Sources 

Financial Times, 12 August 2002. 

Kamprad, I., A Furniture Dealer's Testament, which appears as an appendix to B. 

Torekull, Leading by Design: the Ikea Story. 

Andrew Gillespie is Head of Business Studies at d'Overbroeck's College. 

 

Answer the following questions on the basis of the text: 

1. What goods does IKEA specialize in? 

2. What business model did it pioneer? 

3. What business did Ingvar establish in 1943? 

4. When and where was the first retail shop opened? 

5. How large is IKEA? 

6. Why doesn’t the company reveal its annual profit to the public? 

7. Who founded IKEA? 

8. How does IKEA call customers? 

9. How are the employees called? 

10. What is distinctive in IKEA approach? 

11. How are entrances and exits in IKEA supermarkets situated? 

12. What does a ‘Pro-sumer’ mean? 

13. What does it mean ‘flat-packed furniture’? 

14. What are the key elements of IKEA approach? 

15. How does the company manage to keep costs down? 

16. What are the company’s ambitious plans? 

17. What does it mean ‘the company is placed in trust’? 

18. What is the important element in the firm’s success? 

19. What countries does Ingvar Kamprad see the future growth of the country 

with? 

20. What’s Ingvar Kamprad’s belief? 

 

 

SWOT Analysis of L'Oreal 

Effective strategic planning is  based on an examination of a firm's inter-

nal and external environment. Decision-makers  must be clear about what makes 

the firm distinctive, where its skills lie, and what  its abilities are in the context of 

its market. One method of conducting such an examination is through a  SWOT 
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analysis. This is essentially a four-way summary of the results of internal and ex-

ternal auditing.  Strengths and weaknesses represent the internal position of a firm 

at a particular point in time. Opportunities and threats represent the external posi-

tion of a firm, and will influence its future development. 

A SWOT analysis is not a complicated concept. It forms a natural stage in 

the planning process and the starting point for a firm when assessing its own envi-

ronment. Having undertaken a SWOT, the firm should be able to use the results to 

develop a suitable strategy. The aim is to exploit market opportunities by building 

on the company's strengths, to protect the firm against future threats, and to make 

changes to improve on its weaknesses. 

The company 

L'Oreal, famous for the 'because I'm worth it' hair shampoo advertisement, 

is the largest seller of haircare and beauty products in the world. A look through 

the company's most recent annual report provides sufficient information to produce 

a fairly general but revealing SWOT analysis. 

As with all very successful companies, its strategic positioning is the re-

sult of careful analysis of its internal environment and the external influences it 

faces. A SWOT analysis therefore reveals many strengths and few weaknesses, 

plenty of opportunities and few threats. 

 

 

Strengths 

L'Oreal is the market leader in an oligopolistic market. Strategically, it 

concentrates on 12 core brands, supporting them with a marketing budget of 2.4bn 

pounds. The brands, which account for 90% of its sales, are: 

 Lancome 

 L'Oreal 

 Gamier 

 Maybelline 

 Redken (sold only to hair salons) 

 Helena Rubinstein 
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 Vichy 

 Giorgio Armani perfume and make-up 

 Ralph Lauren fragrance 

 Biotherm (not available in the UK) 

 Cacherel 

 La Roche Posay  

Some of the above are diversified by price (premium price or more price-

sensitive). Others are diversified by cultural image (Asian or African, mature or 

young). The company's distribution is 56% in the mass market, with the remainder 

selling at outlets where sales staff advise customers. 

By streamlining its packaging and by bulk-buying advertising, L'Oreal has 

gained economies of scale in the management of its core brands. And concentra-

tion on this core has also enabled improvements in profit margins. The company's 

net profit doubled every 5 years during the last decade. 

L'Oreal's strategy is based on an aggressive pursuit of sales growth. This 

in turn provides the resources to invest in research and development. The company 

utilises and develops leading-edge technology, with a research team of 2,500 peo-

ple and a budget of S228m. It regularly and successfully introduces product devel-

opment and new products onto the market. 

 

Weaknesses 

L'Oreal's profit margins are slightly below those of some of its smaller ri-

vals. However, the company suggests that this is deliberate, enabling it to encour-

age stronger growth in sales. 

A decentralised organisational structure can make effective control diffi-

cult. 

Concentrating on a global market — about 50% of its total sales are out-

side Europe — can mean difficulties in coordination and control of activities and 

image. 
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Opportunities 

L'Oreal has concentrated on hair-styling and colour, skincare, cosmetics 

and fragrances. These are the fastest growing fields in the beauty business, which 

is itself a growth industry. 

The company is benefiting from an increasingly ageing and affluent popu-

lation in developed countries. But its sales are not restricted to the major Western 

nations. Emerging markets accounted for 27% of world cosmetic sales in 2000 and 

are expected to reach 50% by 2020 according to industry forecasts. Increasing 

sales have occurred for L'Oreal in the emerging markets of Korea (with an increase 

in sales of 70%), Poland (41%), Russia (47%) and Brazil (44%). These figures 

compare with a 5.3% annual sales growth in the world beauty market as a whole. 

Further growth is expected from greater penetration of these emerging markets. 

Emerging market consumers see L'Oreal's products as aspirational. In-

deed, the company's products aim to satisfy needs that are directly linked to the 

more general pursuit of a sense of well-being. Some describe the beauty industry as 

essentially selling dreams. Whether it is well-being or dreams that are being sold, 

sellers in this market have a great deal of power over price. They also benefit from 

a market where, interestingly, fluctuations in the economy have little impact. In 

other words, recession and falling income have little effect on demand for these 

products, which tends to be highly income inelastic. 

Through its extensive research and development programme, L'Oreal was 

able to register more than 400 patents last year. If these are accepted, it will enjoy 

monopoly power in the areas covered by these patents for the next 20 years. 

Growth has been essentially organic, but has been complemented and ac-

celerated by acquisitions. In 2000, for example, L'Oreal bought a number of well-

defined local brands that could be developed for the global market. These will pro-

vide opportunities to enter new areas at lower prices, or to enter completely new 

markets. The purchases included: 

 Carson Inc, a cosmetic brand that is strong among ethnic groups in 

the US, and provides a promising line of development in South Africa 

 Matrix Essentials, hair salon products aimed at younger, price-

sensitive consumers 
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 Ylang SA (from South America), a mass-market cosmetics enterprise 

that was a perfect cultural fit with Maybelline — Maybelline has 

since been superimposed on Ylang's packaging 

L'Oreal also benefited from favourable exchange rates. 

Threats 

Given its dominance in haircare and colour, L'Oreal's potential for mo-

nopoly is an issue. The company is restricted from entering into large merger or 

takeover deals, such as the recent $5bn purchase of Clairol by Procter and Gamble. 

L'Oreal's products are luxuries. It might therefore be assumed that they are 

very income elastic. In other words, we might expect that when incomes fall or are 

low, sales might be adversely affected. However, evidence actually suggests that 

the market for these products is not cyclical, and therefore not affected by fluctuat-

ing levels of income. Thus what might appear to be a threat is actually an oppor-

tunity. 

Conclusion 

Further research into L'Oreal and its main rivals is likely to reveal more 

weaknesses and perhaps more threats. This brief SWOT analysis reveals a compa-

ny very much focused on its core products and its growing markets. It is building 

on its strengths, and taking advantage of the opportunities that present themselves. 

A similar exercise could be undertaken for any company in which you are 

interested and can obtain an annual report and other information. The ability to 

produce a SWOT analysis is an important part of the subject content at AS and A2. 

So practising would definitely be worth it. 

Gwen Coates is Chair of Examiners for AQA Business Studies and an edi-

tor of BUSINESS  REVIEW. 

 

Answer the questions: 

 

1. What is the purpose of a SWOT analysis? 

2. What is understood by SWOT analysis? 

3. What does a SWOT analysis help any firm develop? 

4. What is L’Oreal famous for? 

5. What are the company’s core brands? 
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6. What criteria are these brands diversified by? 

7. What is the firm’s strategy based on? 

8. Where do the firm's strengths lie? 

9. What does a decentralised organisational structure mean? 

10. What’s the company benefiting from? 

11. In what case would L’Oreal enjoy monopoly power in the areas covered by 

new patents? 

12. What provides opportunities to enter new areas at low prices? 

13. What are the firm’s strengths? 

14. Why might the threats appear the company’s opportunities? 
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