
Business & Entrepreneurship – The Buying and Delivery Process
1 of 25 - Welcome
In this session we will be covering the buying and delivery process:
· The make or buy decision
· When does it take place within an organisation?
· In house or outsourcing?
· Finance and quality
· Means of Delivery - internet only and franchise
2 of 25 - Introduction
· When an organisation is being set up, decisions need to be made on numerous aspects of that organisation.  These decisions will affect and shape how that organisation operates and performs for years to come.
· Following the decision on what the product or service will be, it needs to be decided which elements will be made in house and which ones will be outsourced with someone else making it.
· Some organisations decide to make the whole product or only parts of it.
· This is a big decision for companies to make.  
3 of 25 – Make or Buy
· Make or buy decisions happen when organisations weigh up the pros and cons of buying materials and parts from vendors as opposed to making these items internally. 
· The make or buy decision can happen at any point in the company's development.  Initially, an organisation may want to make all of their components in house.
They may do this:
· To manage costs
· To keep lead time down (the time it takes to get the parts)
· To keep control
Watch the following video:
https://www.youtube.com/watch?v=ofVM5XYCwV0 
Note for developer:  please stop video at 3.27 mins
PDF Activity Sheet Activity 1 
Download a copy of the activity sheet and complete activity 1 on the PDF.
4 of 25 – Feedback Activity 1
Some thoughts you may have noted down for Activity 1:
To make or buy:
· Party invitations
· A sandwich for lunch 
· Clothes
5 of 25 – Finance
Finance
A make or buy decision could save the business money as the company may be able to lower its material costs by making items in house. 
Making these items will probably increase labour costs, so the organisation would need to balance the savings on materials against the added labour cost to see whether making items in house or buying them from an outside vendor makes the most financial sense.
A large factor in the make or buy decision is finance.
Complete PDF Activity Sheet Activity 2
6 of 25 – Benefits and drawbacks
Now that you have thought about other factors that would influence the decision to make a product, what are the benefits or drawbacks to consider?
· Money - Benefit, it could save you money in the long run
· Time to produce - Drawback – it will take longer to produce than buy
· Training required to make the product – Drawback, initially
These factors will also need consideration and investigation:
· Machinery – will additional machinery be required to make a product?
· Lead time – how long would it take to make the product?
· Lead time – how long would it take to get the product from a supplier?
· Quality of product
7 of 25 – Staying Flexible
· Make or buy decisions gives the organisation the flexibility to evaluate a range of considerations, from employee morale to production deadlines. 
· When orders are down, this could mean that staff have to be laid off.  
· However, deciding to produce materials in house can keep workers employed, motivated and available as required. 
· This may be beneficial to the organisation in the long run.
· If the supplier has any issues and cannot get a product delivered on time, the option to produce materials in house allows the organisation to continue manufacturing if they can produce some parts themselves. 

8 of 25 – Quality Control
· Make or buy decisions benefit a company by giving them control over the materials that go into the products provided for customers. 
· Some organisations can be dissatisfied with the quality of the materials outside vendors provide, so the goods can be made in-house, in accordance with the company's specifications. 
· The business may want to create a high-quality product, which would ensure that the organisation takes the time and effort to make a high quality product. 
· On the other hand, the production process may be so specialised that it would not be worth developing the capability to make a product whose quality is comparable to the item a vendor provides.
9 of 25 – Volumes Required
· A business that needs very limited quantities of a component from an outside vendor is unlikely to make this item in house. Due to the time and effort this will take.
· On the other hand, if they have the capability to manufacture their own parts and only require a few parts to complete a whole order, they may want to make the small quantity, rather than having to buy a larger quantity from a vendor that they may not use.  
Read the following article to learn more about factors which may determine whether to make or buy a product:
http://smallbusiness.chron.com/factors-used-determine-whether-make-buy-product-46987.html
10 of 25 – Outsourcing
· Outsourcing has been used for many years by many organisations.  
· The use of the internet in business has helped outsourcing to become easier and more efficient to set up.
· It may be more cost-effective to outsource work to another company.  They could have the tools, machinery, staff and training in place to begin production straight away.
· It would also cut down on storage space required, if the supplier can deliver the parts “just in time” to be used.  
PDF Activity Sheet Activity 3
Some thoughts you may have noted down for Activity 3:
· Communication breakdown
· Parts not made to correct specification
· Quality of parts
· Cost of outsourcing
· Delays in delivery
· Large volumes may need to be purchased to make it cost effective
11 of 25 – Make or Buy
Outsourcing allows the organisation to focus on producing high quality finished products and can make the production process easier.  
The quality control of the outsourced parts should be taken care of before the parts reach the buyer.
Unfortunately, some outsourced parts are not up to the required quality standards, and this will delay the whole process, trying to fix issues or wait for replacement parts.  
PDF Activity Sheet Activity 4
Some thoughts you may have noted down for Activity 4:
· Lack of expertise 
· Suppliers' research and specialized know-how exceeds that of the buyer 
· Cost considerations (less expensive to buy the item) 
· Small-volume requirements 
· Limited production facilities or insufficient capacity 
· Item not essential to the firm's strategy 
12 of 25 – Introduction
When starting a business, it can be beneficial to choose a type of business that keeps costs down.  Some business start-ups do not have the finance to be able to fund a huge organisation and the resources it requires.  
There are various ways of starting a business that don’t require large amounts of capital to get started.  
The business may start off small but can be grown and developed over time.  
13 of 25 – Internet Only
Once a product or service has been chosen by the provider. They may decide to start their business online to keep costs down
It is easy and beneficial to use the internet to gather information on whether there will be a market for the product or service
Deciding to operate on the internet requires an easy to operate website, that can be found easily
14 of 25 – Internet Only
Excellent design and build of the website is crucial to ensure the sales required to make the business a success.  
· Choose one or two plain fonts on a plain background
· Make navigation clear and simple and the same on every page
· Only use graphics, audio or video if they enhance the message
· Include an opt-in offer so e-mail addresses can be collected
· Make it easy to buy, no more than two clicks between potential customer and checkout
· The website is an online storefront, so make it customer-friendly

PDF Activity Sheet  
Download a copy of the activity sheet and complete Activity 1 on the PDF.
15 of 25 – Internet Only
Once a customer has bought from a particular website, they are very likely to buy from the same website again if their sale is followed up.  Closing the first sale is the most difficult part and then the seller must concentrate on getting the customer to return:  
· Offer products that complement the original purchase
· Send out electronic loyalty coupons that can be redeemed on their next visit
· Offer related products on the "Thank You" page after they purchase
· Reward customers for their loyalty and they'll become even more loyal
PDF Activity Sheet - complete Activity 2 on the PDF.
16 of 25 – Internet Only
Click on the tabs to reveal advantages of an internet only business:
· If you run an internet business, there are no excessive costs for rent, electricity etc.
· You may be able to run the business on your own without paying staff
· You won’t have to come up with eye catching displays or spend money on them
· You can work from home  
17 of 25 – Franchise
· The franchisor is the business who sells the right to another business (franchisee) to operate a franchise
· The franchisor may run a number of their own businesses, but also may want to let others run the business in other parts of the country
· A franchise is bought by the franchisee
· Franchisee is required to invest – often around £10,000 - £50,000 in acquiring the franchise licence and setting up the business
[bookmark: _GoBack]Watch the following video for a summary of franchises:
https://www.youtube.com/watch?v=6fidL51oakg
18 of 25 – Franchise
PDF Activity Sheet - complete Activity 3 on the PDF.
Reveal:
Some organisations you may have noted down for Activity 3:
Examples of franchises in the UK
· McDonalds
· Clarks Shoes
· Pizza Hut
· Holiday Inn
19 of 25 – Franchise
· Once they have purchased the franchise, they have to pay a proportion of their profits to the franchisor on a regular basis
· Depending on the business involved, the franchiser may provide training, management expertise and national marketing campaigns
· They may also supply the raw materials and equipment.
20 of 25 – Franchise
Reasons why franchising has become more popular
· Large companies have seen it as a means of rapid expansion
· Franchisee provides most of the finance, which reduces investment in expansion
· Local entrepreneur with some money can to set up a business with reduced risk
· Banks see the combination of large companies and small local businesses as a reduced lending risk
PDF Activity Sheet - complete Activity 4 on the PDF.
21 of 25 – Question 1
Pros and cons of making or buying
The decision regarding whether a business should make or buy a product is based on a range of factors which may change over time. Making products in-house may save time and money, but it also may be more inconvenient than buying from a supplier that specialises in the necessary item. Making a product from scratch in house can be a way to provide additional work for valued employees when business is otherwise slow.
22 of 25 – Question 2
There are many considerations to be made, and the advantages and disadvantages will need to be considered.  Can you identify them:
Advantages:
· You are able to produce a product or service which could be unique
· Materials and processes are within your control
· Quality of product or service can be determined in-house
Disadvantages:
· Potential hold up for material, rather than having several suppliers of a product
· Hold up risks in production cycle
· Initial capital requirements for machinery and staff training
23 of 25 – Question 3
Can you match the Advantage or disadvantages to franchising?
Advantages of franchising
· It is a tried and tested market place, so there should be an existing customer base
· It is easier to raise money from bank to buy a franchise
· The franchisee is given the correct and appropriate equipment to do the job well
· Training is normally provided
· National advertising is paid for by franchisor
· It is a tried and tested business model
Disadvantages of franchising
· It can be expensive to buy a franchise
· The franchisee has to pay a percentage of their revenue to the franchisor
· They have to follow franchise model, so it is less flexible, with no personal input.  
24 of 25 – Question 4
What is the cost of a franchisee investing in a Tiffinbites franchise? 
a) £150,000
b) [bookmark: _Hlk56761163]£150,000 + share of profits 
c) £175,000 
d) £175,000 + share of profits
The correct answer is b: £150,000 + share of profits

What has been the fate of Tiffinbites?
There are various news stories about Tiffinbites and how they have gone out of business:
http://www.standard.co.uk/business/london-curry-chains-on-brink-of-collapse-are-saved-again-6406104.html
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Well done. You have completed this session on buying and delivery process.
In this session we have covered:
· The make or buy decision
· When does it take place within an organisation?
· In house or outsourcing?
· Finance and quality
· Means of Delivery - internet only and franchise


