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1. INDUSTRIAL ACTIVITY. INDUSTRY AS A SYSTEM.

	


Industry is the process or activity of making or creating a product or service – so the car industry is all those businesses and people involved in making cars. Industries can be thought of as systems, with inputs, processes and outputs.

Geographers classify industries into primary (eg farming), secondary (eg manufacturing) and tertiary or service sectors. Increasingly the information industries are seen as forming a fourth or quaternary sector.

Industry as a system

All industries can be thought of as a system of inputs, processes, outputs and feedback.
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3 Inputs are everything that goes into the system. The main three inputs are:

· Physical inputs. These include sun, soil and water (in primary industries) and raw materials such as cotton, metal or oil in secondary industries 

· Labour – either skilled or unskilled, and 

· Capital. This is the money invested in the business to pay for raw materials, staff, machinery and the buildings used for production and storage. 

3 Processes are all the things that happen to those inputs, to help turn them into outputs. These include:

· Production – for example the manufacturing of cars, or the sewing of textiles 

· Factory maintenance, which is necessary to ensure machines are kept in working order. 

· Packaging – which protects products during transit and presents them in a way that makes customers want to buy them. And 

· Transport, which is needed to move products from the factory to the warehouse and then on to the shops. 

3. Outputs . These are the finished products, together with profits and wages.

4. Feedback includes anything that refines or improves the system, such as: 

· Customer feedback. Companies find out what consumers think of their products through market research, and may change or adapt them in order to sell more products and maximize profits.

· Profits is the money left over after inputs (staff wages, raw materials, machinery and buildings etc) have been paid for. If profits fall too low, the company will change the inputs, process or outputs to improve profit, diversify into other products – or go bust! 

TEST

1 . Industries work on a simple system of input, process and output. The three main inputs are: 
a) Buildings and machinery

b) Investors and bankers

	c) Workers, managers and directors

	d) Raw materials, labour and capital

	e) Planners and builders


2 . Which of these processes in an industrial system turns inputs into the outputs?

	a) Production

	b) Maintenance

	c) Packaging

	d) Transport

	e) All of the above



	3 . What does feedback in an industrial system involves?

 SHAPE 





2. PUBLIC AND PRIVATE COMPANIES

The European economy is a mixed economy. This means that it has a public sector, and a private sector.  

2.1. Public sector

Public sector refers to any service or industry owned by the state, for example:  

· National Health Service 

· Armed forces 

· State education 

Central government controls these organisations. Their main aim is to provide essential services for the whole population. They are not profit making, and the general public pays for these services through taxation. Some services are the responsibility of local government, such as refuse collection and the maintenance of parks.  

There are arguments for and against public ownership. First look at the advantages:  

· JOBS - Usually protected, reducing unemployment. 

· RESOURCES - Key supplies, e.g. water and energy, can be guaranteed and controlled. 

· ESSENTIAL SERVICES - Health, education, housing and transport are guaranteed for everyone. 

The main argument for public ownership is that the whole population benefits rather than just those who can afford to pay privately. Before the creation of the National Health Service, for example, you had to pay to see a doctor. Today we pay through taxation, but those who earn less, pay less. 

Now look at the disadvantages of public ownership.  

· HIGHER COSTS - Providing these services means higher costs, and higher taxes. 

· INEFFICIENCY - Large public sector organisations are bureaucratic. They also often have a monopoly, and without competition, workers can become unmotivated and inefficient

· GOVERNMENT INTERFERENCE - Politicians' interference can negatively affect the efficiency of an organisation 

Lately, some European governments privatised most of the nationalised industries in the belief that it would improve efficiency, and give a better  service for the consumer. Examples are:  

· Iberia

· Telefónica

· British Airways 

· British Telecom

2.2. Private sector 

The aim of a business in the private sector is to survive by making a profit. We can diferenciate:

a)  Limited companies

Their owners are not personally liable for the firm's debts (limited liability). The ownership of a limited company is divided up into equal parts called shares. Whoever owns one or more of these is called a shareholder.  

A Public Limited Company (PLC) (in Spanish S.A.: Sociedade Anónima) can sell its shares on the Stock Market, while a Private Limited Company (LTD) (in Spanish S.L.: Sociedade Limitada) cannot. The owners of a Limited Company are not involved in the running of the business, unless they have been elected to the Board of Directors.  

The most powerful companies may want to diversify, and take control of other companies. If they buy the majority of shares in another company (at least 51 % of them), this is called a takeover (in Spanish OPA), with the board of directors of the smaller firm unable to prevent it.  

b) Sole traders

A sole trader means any business that is owned and controlled by one person, although they may employ workers. Individuals, who provide a specialist service like hairdressers, plumbers or photographers, are sole traders. The owners are personally liable for the firm's debts, and may have to pay them out of their own pocket. This is called unlimited liability.

c) Partnerships and cooperatives

Partnerships are businesses owned by two or more people. There is a contract that says how much capital each has contributed, and how profits and losses will be shared. 

Sometimes groups of workers buy out their company if it is in financial difficulties or create one by themselves. By co-operating with each other, they can share expertise and buy more expensive equipment. The members of the co-operative invest their own capital, and share the profits. The management of the firm is usually run on democratic lines. Examples of businesses run as worker co-operatives include printing, engineering and textile enterprises.  

Test

Write T (true) or F (false) besides each sentencePrincipio del formulario

1. A mixed economy has both private and public sectors.
2. The first aim of a private sector business is to survive.

3. Shareholders do not benefit from the profit that a business makes.

4. An advantage for shareholders of a limited company is having limited liability.

5. The shareholders of a company control the running of the business.

6. Unlimited liability is a disadvantage for the sole trader.

7. An advantage of being a sole trader is that you have complete control of the business.
8. Central and local government controls the public sector.

9. The funding for the public sector comes largely from taxes

10. A nationalised industry is one sold by the government to the general public.

11The main objective of a public corporation is to make a profit.

12. One organisation dominating a sector of industry is called a monopoly.
13. A takeover is when one firm becomes bigger than another.
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EXAM: ECONOMIC ACTIVITY
I. Write T (true) or F (false) beside each sentencePrincipio del formulario

 (2 marks)
1. A mixed economy has both private and public sectors.
2. The shareholders of a company control the running of the business.
3. An advantage of being a sole trader is that you have complete control of the business.

4. Central and local government controls the private sector.
5. The funding for the public sector comes largely from taxes

6. One organisation dominating a sector of industry is called a monopoly.

7. Feedback is giving food to other factories.
8. The first aim of a private sector business is to help people.

II. All the things that happen to the inputs, to help turn them into outputs are called p…………… (1 mark)

III. Industries work on a simple system of input, process and output. The three main inputs are (1 mark): 
a) Buildings and machinery    

b) Investors and bankers
c) Workers, managers and directors

d) Raw materials, labour and capital

e) Planners and builders

	


IV. Which of these processes in an industrial system turns inputs into the outputs (1 mark)
	f) Production

	g) Maintenance

	h) Packaging

	i) Transport

	j) All of the above




V. Write two examples on each sector (2 marks):
	Primary
	Secondary
	Tertiary
	Quaternary

	
	
	
	


V. Write  these words in the correct boxes to show a bakery as a system (2  marks):

Baking, cakes, labour force, flour, money (capital), sugar, bread.

	Inputs
	Processes
	Outputs

	
	
	


MARCOS FILGUEIRA
EXAM. ECONOMIC ACTIVITY

1. Divide the following occupations into primary, secondary, tertiary and quaternary industry: Dairy farmer, taxi driver, doctor, coal miner, factory worker, software designer, shopkeeper, gardener (2 marks).

	PRIMARY
	SECONDARY
	TERTIARY
	QUATERNARY

	
	
	
	


2. Classify the following as industrial inputs, processes and outputs: packaging, labour, energy, finished product, assembling, benefit (1,5 marks).

3. Write two examples of public industries and two examples of private industries (1 mark).

4. Write true (T) of false (F) beside each sentence (2 marks)
a)  A mixed economy has both private and public sectors.

b) The shareholders of a company control the running of the business.

c) An advantage of being a sole trader is that you have complete control of the business.

d) Central and local government controls the private sector.

e) The funding for the public sector comes largely from taxes

f) One organisation dominating a sector of industry is called a monopoly.

g) Feedback is giving food to other factories
h)  The first aim of a private sector business is to help people.

5. Physical inputs include sun, soil and water in p------------- i--------- and raw materials such as cotton, metal or oil in s-------------- i----------------. (1 mark)
6. Write three disadvantages of public ownership (1,5 marks)  

Feedback is giving food to other factories.�
�
Feedback is packaging a good product.�
�
Feedback is investing money in a business.�
�
Feedback is ensuring that machines are kept in working order.�
�
Feedback is anything that improves the system.�
�






