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Information about the exam 

 The examination is called Unit A292: Business and People.  

 The examination will last for one hour.  

 There will be a total of 60 marks. The marks for this exam will count for 25 per cent of your 

overall score in GCSE Business Studies.  

 The exam will test three main skills:  

1. Knowledge (how you can define business terms and explain business ideas) 

2. Application (how well you can use your knowledge to explain a business situation) 

3. Analysis and Evaluation (how well you can weight up the advantages and 

disadvantages to make a judgement or come to an overall conclusion) 
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Revision Checklist 

Topic 1: Types of Business Activity                   I understand this topic           

 

1.1 Primary, Secondary and Tertiary Sector  

1.2 Interdependence of the sectors of production 

1.3 Specialisation and Added value 

1.4 Changes in the three sectors of business activity  

 

Topic 2: Business objectives and the role of stakeholders  

 

2.1 Business Objectives 

2.2 Conflicts in business objectives  

2.3 Stakeholders  

 

Topic 3: Organisation, growth and location of business  

 

3.1 Classifying business into different types 

3.2 Incorporated and unincorporated businesses  

3.3 What do entrepreneurs do? 

3.4 Reasons why businesses fail 

3.5 The growth of business  

3.6 Types of integration 

3.7 Location of business   

 

Topic 4: Sole proprietors and partnerships  

 

4.1 Key features of sole proprietors  

4.2 Advantages and disadvantages of sole proprietors  

4.3 Key features of partnerships  

4.4 Advantages and disadvantages of partnerships  

 

Topic 5: Private and public limited companies  

 

5.1 Key features of private limited companies 

5.2 Advantages and disadvantages of private limited companies  

5.3 Key features of public limited companies 

5.4 Advantages and disadvantages of public limited companies  

 

Topic 6: Other types of business organisation  

 

6.1 Franchises (advantages and disadvantages)  

6.2 Multinational companies (advantages and disadvantages)  

6.3 Public corporations  
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Topic 7: Employment and Retention  

 

7.1 The recruitment and selection process  

7.2 Job description and  person specification  

7.3 Job adverts (design and where to advertise – internal or external?)  

7.5 Methods of application  

7.6 Methods of selection  

 

Topic 8: Motivation  

 

8.1 The importance of motivation at work 

8.2 Methods of motivation (pay and non-pay)  

8.3 Motivational theories  

 

Topic 9: Training  

 

9.1 Training needs 

9.2 Induction training  

9.3 On-the-job training (advantages and disadvantages)  

9.4 Off-the-job training (advantages and disadvantages)  

9.5 Staff appraisal  

9.6 Investors in People (IIP)  

9.7 Lifelong Learning  

 

Topic 10: Employment law and trade unions  

 

10.1 Employment tribunal  

10.2 Employment laws  

10.3 Health and Safety at Work  

10.4 National Minimum Wage 

10.5 Contract of employment  

10.6 Redundancy  

10.7 Trade Unions (role and benefits of union membership)  

10.8 Industrial Action (costs to the workers, customers, firm and the economy)  

 

Topic 11: Organisation and Communication 

 

11.1 Internal and external communication  

11.2 Formal and informal communication 

11.3 Methods of communication (advantages and disadvantages and barriers)  

11.5 ICT (advantages and disadvantages)  

11.6 The effect of technology on work  

11.7 Organisation charts (hierarchy, layer, chain of command, span of control)  

11.8 Tall and flat structures (advantages and disadvantages)  

11.9 Delayering  
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Topic 1: Types of Business Activity 

 

Learning outcomes:  

 To be able to explain the different sectors of production. 

 To explain how the different sectors of production are linked together (interdependence) 

 To explain how employment and output in the different sectors have changed in recent 

years in the UK.  

 

Primary Sector: involves growing, extracting or converting natural resources into raw materials. 

Businesses in the primary sector include: fishing, mining, farming and forestry.  

 

Secondary Sector: responsible for the manufacturing of goods from raw materials into products for 

sale to customers. Businesses in the secondary sector include car manufacturers, furniture 

manufacturers and electrical appliance manufacturers.  

 

Tertiary Sector: responsible for the provision of a service to individuals and businesses. Businesses 

within the tertiary sector include retailing, banking, travel and entertainment.  

 

How the three sectors of production link together? 

 

The process by which a product starts as raw materials, goes through secondary production and 

then is sold in the tertiary sector is called the chain of production. This reveals the interdependence 

of the sectors of production.  

 

Flow charts showing the interdependence of the sectors of production:  

 

           Diamonds are mined              Tress are grown and chopped down 

(Primary sector)       (Primary sector) 

 

 

Jewellery manufacturer will make a diamond ring.          The wood is manufactured into furniture  

 (Secondary sector)      (Secondary sector) 

 

 

 Jewellery shop will sell the ring.                The furniture is sold to customers  

(Tertiary sector)      (Tertiary sector) 

 

 

 

 Specialisation: when a business is in one particular sector, it will often specialise in that area. By 

concentrating on one activity, the business can save money by looking at ways of reducing costs in 

that area of work. E.g. a toy maker specialises in making toys and leaves the selling of toys to 

another specialist firm.  
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Added value: as raw materials (primary sector) are then made into finished goods (secondary sector) 

the secondary business is adding value to the original raw material. When the product is then sold, 

the tertiary sector is adding more value to the product by making it available to the customer. 

Producers pay value added tax. (VAT) The amount they pay depends partly on the value that they 

add and on the rate of VAT that the government imposes.  

 

Changes in the three sectors of production  

 

How can we measure changes in the sectors? 

 

1. Employment – the number of people employed in the sector.  

2. Output – the volume produced by each sector.  

 

Changes in the primary sector:  

 

Decline in output and employment as a result of: 

 

 Machinery replacing jobs  

 Foreign competition – Britain cannot produce goods as cheaply as other countries.  

.  

 

Changes in the secondary sector:  

 

Decline in output and employment (de-industrialisation) This has been caused by: 

 Foreign competition has meant that goods that were one produced in Britain are now 

produced overseas. This has been a result of cheaper manufacturing processes abroad.   

 Use of machinery has caused many jobs within the secondary sector to be lost.  

 

 

Changes in the tertiary sector: 

 

Rise in output and employment as a result of:  

 Many tertiary sector jobs are connected to the rise in population e.g. health care and 

education.  

 Rise in technology.  

 Greater level of importance put on customer service.  

 Increase in disposable income (however this has been impacted by the recession) 

 Increased availability of credit. 
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Activities 

 

1. Which sectors do these businesses fall into? Tick the appropriate box.  

 

Business Primary Secondary Tertiary 

Bank    

Diamond mine     

Telephone centre     

Television 
manufacturer 

   

Coal mine     

Car manufacturer     

Ship building     

 

 

2. Draw the chain of production for a loaf of bread, identifying which stages are primary, 

secondary and tertiary.  

 

3. Carlton Press Ltd is a publishing company that specialises in educational books. The diagram 

shows the typical stages of production of one of its books.  

 

Using examples from the diagram, explain how primary, secondary and tertiary sector 

businesses rely on each other.   

 

 

 

 

 

 

 

 

 

 

 

 

4. Working Population – By Sector  

 1968 2008 

Primary Sector  1,000 500 

Secondary Sector  9,000 4,000 

Tertiary Sector  10,000 16,000 

 

a) Explain why the changes in employment in the secondary sector may have occurred.  

b) Explain why the changes in employment in the tertiary sector may have occurred.  

 

 

 

Timber felling  

Paper making  

Printing  

Bookshops  Schools  
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Topic 2: Business objectives and the role of stakeholders 

 

Learning Outcomes: 

 To be able to explain what is meant by business objectives. 

 To be able to explain differing objectives in private and public sector businesses.  

 To be able to analyse the conflicts that exist between business objectives.  

 To be able to explain the different types of stakeholders and why they have an interest in a 

particular business.  

 To be able to analyse why stakeholders may have conflicting interests.  

 

Business Objectives  

  

An objective is a focused target that helps the organisation to meet their bigger aims. Organisations 

can have one or more objectives and their objectives will differ based upon the size and the type of 

the business. It is common for businesses to summarise their objectives in a mission statement 

which is a short declaration of what the business is aiming to achieve.  

  

The most common business objectives are:  

 To be profitable  

 To grow  

 To survive  

 To provide a service 

 

Profit  

For most businesses, profit will be their main objective as they need profit to survive, to grow and to 

provide an effective service. Most organisations try to maximise profits, however they need to 

ensure that they do this without sacrificing quality and service as they will lose customer loyalty. 

Some businesses decide to only make enough profit to fund their future plans and this is called 

satisficing.  

There are some businesses who will not want to pursue the objective of profit e.g. charities.  

 

Growth  

Growth is an important objective for most businesses as it provides an opportunity to make 

additional profit. This is especially important for larger organisations which have shareholders that 

are interested in the growth of the business. Growth can take various forms: 

 Sales growth  

 Increased market share  

 Elimination of competition  

 

Survival  

This objective is particularly important for new businesses during their first year of trading, as failure 

is often associated with small, newly formed businesses. Survival is also important for more 

established businesses when they are experiencing challenging times e.g. falling sales and reduced 

market share.  
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Providing a service  

This objective can be closely linked to profit, as the better the service offered, the greater level of 

customer satisfaction and sales which raises profit levels. However some businesses may be 

concerned with providing a good service even if it means making less profit e.g. local community 

businesses.  

 

Business objectives in the private sector  

 

The private sector includes all the businesses that are owned by private individual’s e.g. sole 

proprietors, partnerships, private and public limited companies. Objectives in the private sector are 

centred on profit and growth.  

 

Business objectives in the public sector  

 

The public sector includes all the businesses that are controlled by central or local government. The 

public sector includes health, education, police, fire services and local council services. For most 

organisations in the public sector, providing a good service is seen as the most important objective.  

 

Conflicts in business objectives  

 

1. Growth  versus Profit (funding for growth may impact profit in the short-term) 

2. Growth versus Service (as the business grows it may lose touch with its customers so the 

level of service could fall) 

3. Survival versus Profit (if a business is trying to survive it is unlikely that it will experience high 

levels of profit) 

 

Stakeholders in business  

 

A stakeholder can be an individual or group(s) of people who have an interest in a business. 

 

 

 

 

 

 

 

 

 

 

 

Stakeholders  

Workers  

Managers  

Owners  

Customers  
Suppliers  

Government  

Local Community  Competitors  

Pressure groups  
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Different interests in the business  

Workers – pay, job security, promotion.  

Managers – pay, prospects, good business performance so they don’t have to make redundancies.  

Owners – dividends, growth of the business for their own financial gains.  

Customers – low prices, quality, good customer service, choice of goods and services.  

Suppliers – concerned with the growth of the business to gain more custom.  

Government – greater tax revenue gained from business growth.  

Local community – concerned with the type of business entering and leaving the local community.  

Competitors – will have an interest in how their rivals are performing  

Pressure groups – concerned with how the business is performing in their area of interest e.g. 

environmental.  

Conflicts between different stakeholders  

1. Employees seek higher wages which may conflict with the interest of managers to cut costs.  

2. Managers may pursue their own goals rather than those of the owners.  

3. Owners seek growth to raise profit; however this growth may result in higher prices for 

customers.  

4. Owners may look to raise profit by reducing the layers of management.  

5. Managers look to reduce costs by negotiating cheaper supplies; however the suppliers are 

looking to make a good profit on their goods.  

6. Expansion of production activity will benefit the owners, managers, employees, customers 

and suppliers but may cause additional noise, pollution and environmental damage, at the 

expense of the local community and pressure groups.  
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Activities 

1. Explain why a business’s objectives may change after their first year of trading?  

2. What are the differences between the objectives of businesses in the public and private 

sectors? Give reasons for the differences.  

3. What is meant by the term ‘stakeholder’?  

4. What stakeholders exist within Southam College and what interest do they have within the 

school?  

Name of Stakeholder Interest in the school 

  

  

  

  

  

  

  

  

 

5. Birmingham Airport is looking to extend their runway. What stakeholders would be 

interested in this expansion and what conflicts of interest would exist between the different 

stakeholders?  Produce a poster to show the stakeholders and their conflicts.  
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Topic 3: Organisation, growth and location of business 

Learning Outcomes:  

 To be able to explain how business activity can be classified in different ways.  

 To be able to explain the difference between incorporated and unincorporated and what are 

the advantages and disadvantages.  

 To be able to identify the ways in which a business can grow.  

 To be able to identify the factors that affect the location of a business.  

Classifying business into different types  

Businesses can be classified by:  

1. The sector of the economy in which it is operating (primary, secondary, tertiary) 

2. Whether the business operates in the public or private sector.  

3. The type of business ownership.  

Forms of ownership  

Businesses which operate in the public sector are owned and controlled by the government.  

Private sector business can either be incorporated or unincorporated.  

Co-operatives are those businesses or trading organisations that are owned and operated by the 

people who work in the business. E.g. a farm.  

Unincorporated Businesses 

 

 

 

 

 

 

 

Features of unincorporated businesses 

1. Unlimited Liability – the owners are personally liable for debts which the business may have.  

2. Tax on profits – income tax is paid on the profits that the business makes.  

3. Continuity – the business, in its present form, ceases on the death of one of its owners.  

4. Financial information – remains private to the owners of the business.  

5. Bankruptcy – this situation occurs when the business is unable to pay its debts.  

 

Sole 
Proprietors  Partnerships   
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Incorporated businesses 

 

 

 

 

 

 

 

Features of incorporated businesses: 

1. Limited liability – the liability of the owners and shareholders to pay off its debts is limited to 

the amount of money they have invested in the business.  

2. Separate legal entity – the business has a separate legal identity from its owners. It can start 

legal action against another business or individual in order to protect itself. Other businesses 

have the right to take legal action against the business.  

3. Tax on profits – Corporation tax is paid on any profits that the business may make.  

4. Finance – finance can be raised through the sale and issue of shares.  

5. Financial information – some financial information is available to shareholders and the 

general public.  

6. Insolvency – this situation occurs when the business is unable to pay its debts.  

What do entrepreneurs do?  

An entrepreneur is someone who recognises a business opportunity and who is prepared to take a 

risk in setting up a business to make the most of an opportunity.  

 

 

 

 

 

 

 

 

 

Private Limited 
Company   Public Limited 

Company    

Why do some businesses fail?  

Poor management  

Lack of demand  

Business is located in the wrong place  

Poor cash flow  

High running costs  

Too much 

competition  

Poor quality goods or services  
Insufficient profit  Unfavourable 

exchange rate  
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The growth of businesses  

Businesses grow in three main ways:  

 

Types of Integration  

Integration occurs when businesses merge together.  

Type of Integration Explanation Advantages Disadvantages 

Horizontal  Occurs between 
businesses in the same 
industry at the same 
stage of production.  

Allows economies of 
large-scale production 
to be achieved.  

Reduced choice.  
May lead to a 
monopoly.  

Backwards vertical  A business takes over 
or merges with a 
supplier. 

Control over supply of 
components or raw 
materials. 

May lead to a 
reduction in the variety 
of goods available to 
customers or other 
businesses.  

Forwards vertical  A business takes over 
or merges with 
another business 
which provides an 
outlet for the goods 
and services produced.  

Control over sales 
outlets. 
Could improve job 
security for workers.  

May lead to higher 
prices or reduced 
choice.  

Diversification  Merger or takeover of 
another business 
involved in an 
unrelated business 
activity.  

Spreads risk.  
Reduces dependency 
on one product or 
service area.  

No understanding of 
the new business 
activity.  
May lead to dis-
economies of scale.  

 

Merging with 
another business 

(two or more 
businesses join 

together)  

Taking over another 
business 

(a business buys 
control of another)  

By internal 
expansion 
(increasing 
production)  
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Location of a business  

Location of a business is important as it needs to be close to: 

1. Suppliers  

2. Skilled labour  

3. Customers 

4. A geographical or climatic requirement e.g. water 

5. Good road or rail network  

Government and location  

The government can influence a business’s decision on where to locate in the following ways: 

 Regional Development Agencies (RDA’s) 

Nine regional development agencies operate in England. Their work is to encourage business 

development in the area that they represent so that more jobs are created and so that the 

businesses then become better and more competitive.  

 

 

 

 

 

 

 

 

 

 Local Government  

Local councils often encourage businesses to locate in their area. This will create jobs and make the 

area more prosperous.  

 

 

 

 

 

Regional Development Agencies  

Giving grants to encourage 

inward investment (inward 

investment is when foreign-

owned businesses decide to set 

up in the UK.) 

Grants to small business 

start-ups  

Provision of training to 

improve the skills of the 

people who work in the area.  

Improving infrastructure including roads, railways 

and airports to encourage businesses to locate in 

that particular area. 

Local Government  

Giving grants (helps 

reduce start-up costs for a 

business) 
Promoting the area (via 

advertisements, websites, in 

newspapers or conferences 

to gain good publicity for 

the area) 
Creating industrial estates or 

technology parks (factories and 

offices are built ready for new 

businesses to move into) 
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Activities  

1. Analyse the advantages and disadvantages of business takeovers.  

2. Produce a poster outlining the advantages and disadvantages of incorporated and 

unincorporated businesses.  

3. Assess the advantages and disadvantages of a business operating as a Worker Co-operative? 

4. The following activity is based upon a flour mill business. Match the correct advantage with 

the type of integration.  

a) The flour miller makes sure that he has a customer for the flour.  

b) The flour miller produces a different kind of product so that the risk is spread.  

c) The flour miller makes sure there is a supply of raw materials.  

d) Production of flour can take place in a bigger flour mill, leading to economies of large-scale 

production. 

Type of integration Advantage 

Backwards vertical   

Forwards vertical  

Horizontal  

Diversification   

 

5. Would merging with a competitor be an example of horizontal or vertical integration? 

6. Explain two factors that a new dental practice would take into consideration why locating its 

business?  

7. Produce an advert for Southam village listing the key information to try and attract 

businesses to locate in this area.  

8. A furniture company has recently moved premises, locating to a large city which has 

Regional Development Agency support.  

a) What benefits would a large city offer to the business?  

b) Explain one advantage and one disadvantage of locating in an area which receives Regional 

Development Agency support.  
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Topic 4: Sole Proprietors and Partnerships 

Learning Outcomes: 

 To be able to explain the key features of sole proprietors and partnerships.  

 To be able to analyse the advantages and disadvantages of sole proprietors and 

partnerships.  

Sole Proprietors – a business that is owned and controlled by one person e.g. hairdresser, fish and 

chip shop.  

Features Advantages Disadvantages 

Owned by one person  Owner has complete control 
over the business.  

Difficulties in raising finance  

Unlimited Liability  Easy to set up and small start-
up costs  

Slow growth due to limited 
capital and labour 

Do not have a separate legal 
existence from their owner 

Profits are kept by the owner High risks 

Financial information is private  Flexibility  Lack of continuity  

 Minimal financial accounts  Shortage of skills 

 No conflict of interest  Unlimited Liability  

 

Partnerships – a business owned by two or more people e.g. dentist or doctor.  

Features Advantages Disadvantages 

Minimum of 2 owners and a 
maximum of 20 

More specialist skills Unlimited Liability  

Deed of partnership Easier to raise finance Profit has to be shared amongst 
the partners 

Unlimited liability Easy to set up Conflict of interest 

Financial information is private  Shared responsibility covering 
holidays and illness 

Shortage of capital – restricted 
to the existing partners 
introducing more capital into 
the business.  

 Financial information is 
confidential 

Longer decision making  

 Some partners have the 
opportunity to not be involved 
in the running of the business – 
silent partners 

 

 

Deed of Partnership: This is a legal document which covers all matters of the partnership including: 

who provides the capital, control of the business, distribution of profits, settling disputes and 

deciding on the value of the business.  

Limited Partnerships (LLP) – The law now allows partnerships to operate as limited liability 

partnerships. Many solicitors are choosing to operate this type of business organisation.  
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Activities 

1. Tick one box which is a feature of a partnership.  

Feature Tick 

Shares can be sold to family and friends  

Income tax must be paid on profit.  

The owners have limited liability.  

Financial information is sent to Companies House.   

 

2. Fill in the missing words – Sole proprietors and partnerships.  

- Bankrupt 

- Sole 

- Small 

- Partnerships 

- Unlimited 

- Unincorporated 

- Disadvantage 

- Medium 

The _________ form of business ownership is very popular in the UK. There are a very large number 

of ________ and ________ sized businesses which are operating as ______ proprietors and 

________. One of the reasons for this is the ease with which these types of business ownership can 

be set up. However, a major ________ is __________ liability where the owners of the business are 

responsible for the debts of the business should it become ________.  

3. Explain how a sole proprietor might finance the purchase of a shop and its fittings.  

4. Many small businesses fail quickly. Explain three possible reasons for small businesses 

failing?  

5. Identify one reason why keeping accurate records will help a small business to survive during 

its first year of trading?  

6. Explain why a business’s objectives may change after its first year of trading? 

7. Produce a poster showing the advantages and disadvantages of sole proprietor and 

partnership forms of unincorporated business organisation.  

 

 

 

 

 

 

 



19 | P a g e  
 

Topic 5: Private and public limited companies 

Learning Outcomes:  

 To be able to explain the key features of private and public limited companies.  

 To be able to analyse the advantages and disadvantages of private and public limited 

companies.  

Incorporation  

Incorporation is a complicated and sometimes costly legal process which private and public 

companies must go through before they can begin trading. Once all the requirements of the process 

have been met, the Registrar of Companies will issue a Certificate of Incorporation.  

Both private and public limited companies must have a Board of Directors.  

Private Limited Companies – a company owned by shareholders. A limited number of shares are 

issued and they are not able to be sold on the Stock Exchange.  

Features Advantages Disadvantages 

Limited or Ltd in their title Raise capital through the selling 
of shares 

Some financial information 
needs to be made available to 
the general public.  

Incorporated organisation Separate legal identity from its 
owners 

Registering through Companies 
House can be time-consuming 

Owned by shareholders In the event of a death of a 
shareholder, the business will 
be unaffected and continue to 
trade normally.  

Cannot offer shares for sale to 
the general public.  

Limited Liability  Limited Liability  Difficult to expand if the 
existing shareholders are 
unable to provide additional 
capital.  

Board of Directors  More privacy than a public 
limited company  

Dividends for shareholders can 
drain company profits.  

 

Public Limited Companies – a business owned by shareholders. Shares are sold on the Stock 

Exchange.  

Features Advantages Disadvantages 

PLC in their title Raise capital through the selling 
of shares on the stock 
exchange.  

Cost of setting up  

Incorporated organisation Limited Liability  Financial information is 
available to the general public.  

Owned by shareholders Greater access to capital to 
fund expansion 

Shareholders expect large 
dividends 

Limited Liability   Other businesses can buy up 
large quantities of the 
company’s shares which could 
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result in a takeover.  

Board of Directors   Shareholders own the company 
but unless they have a large 
number of shares, they will not 
have a say in the way the 
business is run. 

Share capital has to be over 
£50,000.  
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Activities  

1. Identifying features of limited companies. Place a tick in the appropriate box for each 

feature.   

Feature Private limited 
company 

Public limited 
company 

Both LTD and PLC 

Able to sell shares on 
the Stock Exchange to 
raise capital. 

   

Can have any number 
of shareholders. 

   

Managing director runs 
the business. 

   

Chair of the board of 
directors is responsible 
for managing the 
directors. 

   

Must make financial 
information available 
to the general public.  

   

Has a board of 
directors. 

   

Limited liability.     

Must have a share 
capital in excess of 
£50,000.  

   

Dividends paid to 
shareholders.  

   

The business has to go 
through a process of 
incorporation.  

   

Must hold an AGM.     

Ltd in the title.     

 

2. Explain why a business may wish to change their business form from a partnership to a 

private limited company?  

3. Explain how the owners of a partnership would be affected if a private limited company was 

formed?  

4. Analyse the argument for and against switching from a private limited company to a public 

limited company.  
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Topic 6: Other types of business organisation 

Learning Outcomes: 

 To explain the features and advantages and disadvantages of other forms of business 

organisation.  

Franchise – an established business name which is sold to someone setting up in business. E.g. 

McDonald’s.  

Advantages Disadvantages 

A tried and tested business idea  Limitations on decision making – franchisor will 
select the suppliers and set the prices.  

A designated area of operation A large amount of initial capital will be required 

Logos and products are established in the 
market  

A large proportion of the profits goes to the 
franchisor 

Training, support and advertising provided by 
the franchisor 

The business may not make enough profit to 
cover the cost of the initial payment 

Reduced risk of business failure  Losses have to be paid by the franchisee  

Consumer loyalty   

 

Multinational Companies – companies with facilities in various different countries (e.g. Head 

Office in one country and manufacturing in another.) The number of multinational companies is 

increasing as a result of globalisation. E.g. Nestle and Sony.  

Advantages Disadvantages 

Manufacturing bases can be spread around the 
world nearer to the markets they serve.  

Communication problems caused by being 
located in different countries.  

Economies of large-scale production can be 
obtained. 

The high cost of transporting goods between 
different countries. 

Production may be located in countries where 
production costs are lower. 

Coping with the differing legal requirements of 
different countries.  

 Fluctuating exchange rates for different 
currencies.  

 

Public Corporations – these are limited liability business activities in the public sector of the 

economy, which provide a range of goods and services. They are owned and controlled by national 

or local government. E.g. The BBC and the Post Office.  
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Activities 

1. Match the feature with the organisation type. Put a tick in the appropriate box(s).  

Feature Franchise Multinational 
company 

Public corporation 

Owned by the 
government  

   

Owned by 
shareholders or 
individual’s  

   

May pay dividends     

Must pay a royalty    

Located around the 
world. 

   

Taxation used to 
provide some funding. 

   

Profit is an objective.    

Involved in large-scale 
production. 

   

May be non-profit 
making.  

   

 

2. State four features of a franchise.  

3. What are the advantages to a person wanting to set up in business as a franchise?  

4. Name four examples of multinational companies.  
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Topic 7: Employment and Retention 

Learning Outcomes: 

 To be able to explain the different stages within the recruitment and selection process.  

 To be able to understand the components of a job description and person specification.  

 To be able to explain the different internal and external methods of advertising a job 

vacancy. 

 To be able to analyse the advantages and disadvantages of different methods of application.  

 To be able to analyse the advantages and disadvantages of different methods of selection.  

The recruitment and selection process 

 

Vacancy Occurs 

 

Draw up job description and person specification 

 

Advertise the vacancy 

 

Shortlist the candidates 

 

Conduct interviews 

 

Selection decision 

 

Needs Analysis – what decisions do businesses need to make before they recruit? 

 How many workers they require? Whether they will be full-time or part-time? 

 What kind of staff will needed – what qualities and skills will the workers need? 

 When the workers will be required?  
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Job Description - lists the duties and responsibilities the worker must perform.  

Job Description 
Post:  

Responsible to: 

 

 

Job Purpose: 

 

 

 

Main Duties: 

 

  

 

 

 

 

 

Special requirements: 

 

  

 

 

Rewards and benefits:  
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Person Specification – states the knowledge, qualifications, experience, personal qualities and 

skills the worker will need in order to perform the job role. 

 

Person Specification 
Personal Attributes Required Essential or Desirable How it is assessed? Application 

Form or Interview? 

Qualifications    

   

   

   

Experience    

   

   

   

Skills/Abilities    

   

   

   

Personal qualities    

   

   

   

Special Requirements    
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Advertising a vacancy  

It is important that a job advertisement contains information that will encourage people with the 

appropriate skills and experience to apply.  

Components of a job advert: 

 Details of the business (name, type of business, location, logo) 

 Details of the job (job title, main duties, salary) 

 Special requirements (full-time or part-time, travel requirements) 

 Experience required  

 Qualifications needed  

 Rewards (holidays, bonuses, opportunity for promotion) 

 Application process (how should applicants apply and the closing deadline) 

Internal or External Recruitment  

Internal recruitment is when a job is filled by someone who already works in the organisation.  

External recruitment is when the organisation fills a post with someone outside of the organisation.  

Internal Benefits External Benefits 

Cheaper to advertise internally. There is no one suitable within the organisation 
to do the job. 

Quicker process. The company needs someone with fresh ideas. 

The person appointed will already know the 
organisation. 

If someone external is promoted then no 
problems are caused internally. 

The organisation is confident that the person 
appointed will perform well. 

Additional workers are required.  

Boosts staff morale – promotion opportunities.  

 

Deciding where to advertise will be dependent upon: 

 The type of worker required  

 The number of workers needed 

 The location of the work 

 The size of the firm 

 The amount of money the organisation has to spend on advertisement 

Where can a business advertise?  

Media Description Job examples 

Local newspaper These usually contain a jobs 
section that local people would 
know to look in. It is not usually 
expensive to advertise in these 
newspapers.  

Hairdressers and clerical 
assistants in the local area.   

National newspaper These may have sections or 
even supplements for 

Skilled workers from all around 
the country.  
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advertising jobs. It is usually 
more expensive in national 
than in local newspapers. 

Specialist magazines  These will include specialist 
articles that interest particular 
types of workers.  

Highly skilled specialists such as 
teachers, engineers and 
scientists.  

Job centres These are centres run by the 
government. They display 
advertisements as well as 
mentioning posts to 
unemployed people that they 
know would be suitable. It is 
free to advertise in job centres.  

Semi-skilled/un-skilled workers 
such as builders, shelf-stackers 
and cleaners.  

The internet  There are a range of websites 
that businesses can use for 
advertisement. The business 
can also use its own website. It 
is usually cheap to advertise 
online.  

Recruits a wide range of 
workers from unskilled to 
highly skilled.  

Recruitment fairs  A fair where organisations have 
a stand and encourage 
potential workers to apply for a 
job at their firm. Can be 
expensive depending on where 
the fair is held.  

Common with graduate jobs, 
whereby the businesses go to a 
recruitment fair nearby a 
University to attract potential 
graduates.  

Word of mouth  This is when people in an 
organisation with a vacancy 
mention it to other people that 
they know may be interested.  

Commonly used within all 
professions.  

 

Methods of Application  

Letter of application: letter which accompanies a CV or application form providing a brief statement 

as to why that particular candidate is right for the job. 

Application Form: designed by the organisation. Applicants fill out the form, outlining their 

qualifications, experience and any questions which may follow.  

CV (Curriculum Vitae):  designed by the applicant who writes down personal details such as address, 

qualifications, employment history and names of referees.  

Method of application Advantages Disadvantages 

Letter of Application -Gives the business an overall 
picture of what the candidate is 
like/whether they are suitable. 
-Personal touch 
-Positive introduction  
-Shows the candidates 
communication skills.  

-Time consuming as it is usually 
accompanied by a 
CV/application form.  
-A suitable candidate may be 
rejected just on a simple 
mistake.  
-Not effective if a generic letter 
is sent out for a range of jobs.  
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Application Form -Companies get the exact 
information they need to know. 
-Easier to compare applicants.  
-The same form can be used 
again.  

-Time consuming and can be 
difficult to design.  
-The cost involved in producing 
them and sending them to the 
applicants.  
-Lengthy application forms can 
be off putting.  

CV -There is no need to produce a 
form.  
-Businesses can tell something 
about the way in which the 
candidate has produced the 
form.  
-No cost involved.  

-More difficult to compare 
candidates.  
-Gaps in education and work 
can be hidden easily.  

 

Recruitment Agencies – these agencies do a lot of the work involved in recruiting and selecting staff. 

The agency will take the responsibility off the organisation and they will draw up the job description 

and person specification, advertise the post and receive the applications from the people interested 

in the job role. From these applications, the recruitment agency may recommend a small number of 

people it thinks are most suitable for the job and then the organisation will conduct the interviews. 

Using a recruitment agency saves time and money. They are specialists in recruitment and selection 

and they will know where to advertise the vacancy and what kind of information will be required 

about the applicants in order to decide whether they are suitable candidates.  

Employment Agencies – these agencies will keep lists of people who are willing to do certain types 

of work e.g. a list of receptionists. A firm will then contact the employment agency to provide a 

worker for a short period of time. The firm pays the wage of the worker and the employment agency 

also receives a payment. Sometimes, if the worker is good, the firm will offer the temporary worker 

a full-time position. This is a good way of recruiting staff as it gives the firm a chance to see how 

good the person is before they are employed full-time.  

Methods of Selection  

Those shortlisted candidates will then be invited to the next stage of the selection process. The 

method(s) used by the firm will depend upon its size and type of work.  

Method Description Advantages Disadvantages 

Interview Employer asks 
questions they want 
answered and the 
candidate answers the 
questions to express 
why they are suitable 
for the position.  

-Obtain detailed 
information about the 
candidate.  
-Employer can ask the 
questions they want 
answered.  
-Tailored to each 
candidate.  

-Time consuming. 
-Difficult to get right.  
-Complying with 
legislation when 
selecting candidates.  

Psychometric test A test which assesses 
the personality of a 
candidate by asking 

-Accurate judgements.  
-Ensures that the right 
person is selected.  

-Cost of training staff 
and administration.  
-Does the employer 
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multiple choice 
questions about 
themselves, their 
likes/dislikes.  

-Standardised tests so 
they are fair.  

know how to use the 
results effectively?  

Ability test Designed to test 
intellectual 
performance.  

-Convenient  
-Can be implemented 
quickly.  
-Can help shortlist a 
large number of 
candidates.  

-Measures superficial 
knowledge. 
-Unlikely to match the 
knowledge needed 
within the job role.  
-Cost to administer.  

Presentation  Candidates can be 
given a topic prior to 
the interview day and 
asked to prepare a 
presentation in 
advance or be asked to 
perform a presentation 
on the day with other 
candidates.  

-Allows the employer 
to see the candidate’s 
characteristics. 
-Shows the candidates 
preparation skills.  

-Difficult to assess  
-Time-consuming 
-Puts greater pressure 
on the candidate prior 
to the interview.  

Role Play  Used during an 
assessment centre to 
see how a candidate 
would perform in a 
particular situation e.g. 
dealing with a 
customer complaint.  

-Presents candidates 
skills in role.  
-Allows for creativity.  
-Job specific.  
 

-Time-consuming  
-Difficult to assess 
-Must be carefully 
designed.  
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Activities 

1. Missing words – The importance of recruitment and selection  

- Expensive  

- Workers 

- Profits 

- Success 

- Wasted 

- Interviews 

- Methods  

- Selection  

Recruitment and __________ are very important to businesses. The ____________ in a business 

make it successful or not. Recruiting new staff is __________. If good staff are not recruited by firms, 

money spent on the recruitment and selection process is ___________. Also the productivity and 

the __________ of the firm may fall. For this reason, getting the recruitment and selection ________ 

correct are important.  ___________ are one way of finding out about people but they can give the 

wrong impression. Many firms now plan their recruitment and selection very carefully – employing 

good workers can be the difference between ____________ and failure for a business.  

2. Draw up a job description and a person specification for a teacher of Business Studies.  

3. Place a tick next to each statement to indicate whether it should be included in the job 

description or person specification.  

Statement Job description Person specification 

The person must deliver water 
to the customers. 

  

The person must have a clean 
driving licence.  

  

The person has to have good 
communication skills. 

  

The person will have to find 
new customers. 

  

The person will need to be 
punctual and reliable.  

  

The person will be responsible 
to Danielle.  

  

The person will need to look 
smart.  

  

 

4. Create a job advert for a teacher of Business Studies. What makes a successful job 

advertisement? Where would you advertise this vacancy and why?  

5. In the following situations, would you recommend the use of internal or external 

recruitment?  

- The local council needs to appoint someone to cover for the office manager while she is on 

maternity leave. She is expected to be on leave for six months. 
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- Computec Ltd assembles computers. It needs to employ one more technician to add to the 

eight technicians that it already employs to assemble computers.  

6. Recommend suitable media to use to advertise the following job vacancies:  

- A hospital wishes to appoint a doctor who is a cancer specialist.  

- A large company is looking to appoint a graduate from University.  

- A supermarket needs to appoint three part-time check-out staff.  

- A local construction company requires a builder.  

7. Peter and Rosie own a sandwich bar. They require a manager to run it. They have shortlisted 

four suitable candidates from their application forms. Suggest two appropriate methods of 

selection and justify the reasons for your choice.  
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Topic 8: Motivation 

Learning Outcomes:  

 To be able to explain what motivation is.  

 To be able to explain why motivation is important. 

 To be able to analyse different methods of motivation.  

 To be able to apply the methods of motivation to the motivational theories.  

Why is it important for employees to be motivated at work?  

 Greater job satisfaction 

 Higher levels of staff retention 

 Lower absenteeism  

 Higher levels of productivity 

 Increased profits 

 More innovation and creativity 

 Business develops a good reputation so they will get more candidates apply for their 

vacancies.  

 

 

 

 

 

 

 

 

 

 

 

Motivational Theories  

Maslow’s Hierarchy of Needs – Maslow believed that people become more motivated as they move 

up the hierarchy of needs. Physiological needs are the basic needs and self-fulfilment or self-

actualisation is the highest need.  

Methods of Motivation  

Pay  

Job Rotation – varied 

and interesting work 

Job enlargement – giving 

workers different tasks to do.  

Job enrichment – greater 

level of responsibility  Team-work and team-

building  

Award schemes – 

employee of the 

month 

Promotion  

Leadership 

The environment  

Training and 

development  
Regular communication and a 

feeling of involvement.  

Regular appraisal and 

positive feedback 
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Fredrick Taylor – The theory that workers are mainly motivated by pay. Employees do not naturally 

enjoy working so require constant supervision and control. This theory relates to autocratic 

management.  

Elton Mayo – This theory implies that workers are not only concerned with money, but having their 

social needs met also. In an investigation, Mayo changed different factors of the working 

environment to see how motivation levels changed among the workforce. The results from the study 

showed that employees were best motivated by: 

 Better communication 

 Greater level of manager involvement 

 Working in groups  

Fredrick Hertzberg – The two factor theory.  

 

Self-fulfilment  

Self-esteem  

Social needs  

Safety  

Physiological needs  

Motivators 

(Promotion, 
recognition, 

responsibility)  

Hygiene Factors 

(Salary, working conditions, 
team work)  

Pay and decent working 

conditions   

Health and safety provision 

and job security 

Staff work and team work 

opportunities  

Recognition and rewards  

Promotion and career 

progression  

Factors introduced to make 

employees motivated  

Employees become de-motivated if these 

are not present within the workplace but 

these alone do not motivate employees.  
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Activities  

1. Conduct research into these type of leadership styles: 

- Autocratic leadership 

- Laissez-faire leadership 

- Democratic leadership 

What is meant by these leadership styles? Which organisations use these different styles?  

2. State the methods of motivation being used in each of the following cases: 

- Software designers have been asked to work together to identify the kind of software that 

schools are likely to need in five years’ time and then to write it.  

- Marston Football Club is at the bottom of the league. The players lack confidence and are 

dispirited by poor performance. A new manager has been appointed. He has introduced 

extra training and has told players that he will transfer anyone who fails to attend these 

sessions.  

- The workers at a chocolate factory have been asked to do different jobs on different days of 

the week. All the work is considered to have the same level of responsibility.  

- John is a doorman at the Empire Theatre. He has been given additional responsibility of 

meeting and greeting the celebrity visitors and escorting them to the special hospitality 

facilities.  

- City High School has built a new English block to replace the mobile huts previously used. 

The building is more comfortable and spacious than the mobile huts.  

 

3. Produce a mind map showing the different motivational theorists.  

4. How will an organisation help an employee to achieve the self-esteem level on Maslow’s 

Hierarchy of Needs? Refer to figure 3 in your answer.  
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Topic 9: Training 

Learning Outcomes: 

 To be able to explain the training needs that workers may have.  

 To be able to explain and analyse the advantages and disadvantages of the methods of 

training.  

 To evaluate the importance and costs of training to businesses.  

Training Needs  

1. Technical skills – dealing with machinery. 

2. Personal skills – communication and interacting with others.  

3. Management skills – manage others, control budgets, delegate tasks and solve problems.  

4. Induction training – introduction to the organisation for new workers.  

5. Group working – how to work well together and use skills effectively within the group.  

6. Knowledge of new products – need to know the information to pass onto the customer.  

7. Flexibility – range of different skills so workers can transfer to different job roles.  

8. Retraining – job no longer exists, employee will need to be retrained in another area.  

9. Personal development - career progression.  

For or against training  

For Against 

Training is likely to result in better skilled 
workers.  

Costs money.  

Greater levels of motivation.  Ineffective if not performed properly / not taken 
seriously by the trainee.  

Increased productivity.  People require different methods of training – 
the company cannot tailor training to suit 
everyone’s needs.  

Fewer mistakes. Time-consuming.  

The individual has greater opportunity for 
promotion.  

Trainees make mistakes which costs the business 
money.  

 

Induction training – induction is for new workers, its purpose is to help the worker settle into the 

new environment. Information gained during induction training may include: details about the 

company, the aims of the business, the company rules and regulations, health and safety policies 

and opportunities for promotion.  

On-the-job training – the worker conducts training in their place of work. Either they are helped by 

someone with more experience or they shadow another worker to watch how things are done.  

Advantages Disadvantages 

Individual training – tailored to their needs.  Trainer’s work suffers as a result of providing the 
training. 

Cheaper – no travel costs. Trainees may make mistakes which will cost the 
business money.  

Worker is still adding money to the company Not suitable for groups of trainees. 
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whilst training.  

Trained in the ways of the firm. Ineffective if the trainer does not provide 
sufficient training.  

 

Off-the-job training – the worker conducts training outside of their workplace. Either they will go to 

a specialist training centre or to a different branch which has specialist facilities for training. Off-the-

job training may take the form of lecturers, demonstrations, role-play, simulation or team-building 

exercises.  

Advantages Disadvantages 

Experts may provide the training  More expensive as a result of fees, travel and 
accommodation costs.  

Trainee can use specially designed training 
equipment.  

Training may differ to the company’s way of 
doing things.  

Workers often enjoy the change of environment.  How can the company ensure that the training 
provided was effective?  

 

Staff appraisal – many organisations have staff appraisal schemes. At least one a year an employee 

will meet with their boss to discuss their overall performance. Many businesses set targets for their 

employees, for example a sales person may be set a sales target. Following the appraisal, sometimes 

the boss offers additional training to help the worker develop professionally.  

Investors in People (IIP) – The Investors in People award is a quality assurance scheme for 

organisations who provide structured opportunities for staff development. The organisation sets out 

its goals and targets in a plan, and staff training will be required to achieve these. The whole process 

must be effectively monitored and evaluated. If the planning, implementation and evaluation of the 

programme meet the criteria, the organisation can be awarded IIP status. 

Lifelong Learning – Many people will change careers within their lifetime. This means that they will 

need to keep learning new skills and developing skills that they already have. The government 

encourages people to learn throughout their lives: lifelong learning. There is now a national 

framework of qualifications designed to suit the needs of all types of people. Qualifications include 

academic qualifications including GCSE’s, A-Levels, University degrees and vocational qualifications 

including Applied A-Levels, BTEC, Diplomas and vocational degrees. People can also gain a vocational 

qualification in the workplace, for example as a hairdresser or plumber. These qualifications are 

NVQ’s.  
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Activities 

1. Dream Days Ltd is a travel firm that sells special event trips and holidays.  

a) It must train new cabin staff about what to do in an emergency. Recommend whether 

Dream Days Ltd should use on-the-job or off-the-job training for this. Justify the reasons for 

your choice.  

b) Dream Days Ltd provides induction training for all new workers. Explain how both workers 

and Dream Days Ltd will benefit from the induction training.  

2. Explain the advantages of a yearly staff appraisal to both the organisation and the 

employees.  

3. Produce a poster presenting the advantages and disadvantages of on-the-job and off-the-job 

training.  

4. Match the situation to the training needs:  

 Knowledge of new products 

 Personal skills 

 Retraining  

 Management skills 

 Technical skills 

 Induction training  

Situation Training need 

A new trainee at a hair salon needs to be told about the business, 
health and safety requirements, what he needs to do, who he will 
be working with and when he will take his lunch hour etc.  

 

A new range of products have been introduced into the store. 
Employees need to be informed of these new products so they can 
encourage customers to purchase them.  

 

New machinery has replaced old machines – some workers need to 
be trained to use the new machines.  

 

The business is reducing its operations – some workers will have to 
be trained in different areas of the business as their job no longer 
exists.  

 

The business is becoming more concerned with customer service, 
therefore employees are required to enhance their communication 
skills.  

 

A worker is given a promotion and needs to learn the skills needed 
to manage people, control budgets and solve problems.  
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Topic 10: Employment Law and Trade Unions 

Learning Outcomes:  

 To be able to explain the different laws that exists to protect workers.  

 To be able to explain how workers can take legal action against an employer through 

employment tribunals.  

 To explain the importance of trade unions and their main roles to protect workers.  

 To analyse the costs imposed on different groups when workers take industrial action.  

Employment Laws – the main laws that exist to protect workers.  

1. Equal Pay Act 1970 – this law was introduced to make sure that women are paid the same 

as men when they perform similar work.  

2. Race Relations Act 1976 – this law was introduced to make it unlawful to discriminate in 

employment on the grounds of race, colour or ethnic background.  

3. Sex Discrimination Act 1975 – this law was introduced to stop males or females being 

treated differently from members of the opposite sex.  

4. Health and Safety at Work Act 1974 – this law makes it the responsibility of the employer to 

protect employees from dangers within the workplace. Responsibilities include providing 

safety equipment, adequate breaks and recording accidents.  

5. The National Minimum Wage Act 1998 – minimum wage introduced to stop workers being 

exploited by their employers. Age 25+ is £7.20, 21-24 is £6.70, 18-20 is £5.30, under 18 is 

£3.87 and apprentice is £3.30. 

 

6. Employment Rights Act 1996 – the firm does not have to give a worker a written contract of 

employment but it must give a ‘statement of particulars’ within eight weeks of starting work. 

This states the job title, hours, details of the job, pay and how much notice is required.  

7. Disability Discrimination Act 1995 – this Act is designed to give equal opportunities to 

disabled people. Employers are expected to make reasonable adjustments to their 

workplace so disabled people have the same opportunities available to them.  

8. Employment Equality (Religion or Belief) Regulations 2003 – designed to protect employees 

from discrimination on the grounds of religion or belief.  

9. Employment Equality (Sexual Orientation) Regulations 2003 – designed to protect 

employees on the grounds of their sexual orientation.  

10. Employment Equality (Age) Regulations 2006 – designed to make it illegal for an employer 

to discriminate against an employee on the grounds of age.  

Employment Tribunal  

Employment tribunals are courts of law and deal with most of the laws relating to employment. If a 

worker sues an employer, the tribunal will hear evidence from both sides. The tribunal then makes a 

decision. If the employer is found to be at fault, the firm can be made to pay compensation to the 

worker who has been dismissed unfairly. The firm may also be fined for breaking the law and receive 

bad publicity as a result.  
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Trade Unions  

Trade Unions set out to do two main jobs: 

1. To act as a pressure group: A pressure group is an organisation that seeks to influence 

government to make laws that are in the interests of its members.  

2. To protect the interests of its members: Trade unions help members with all kinds of 

matters including working conditions, hours, redundancy, unfair dismissal, safety at work, 

pay and holiday entitlement.  

Benefits of union membership 

 They have strength in numbers. The actions of a large group of workers will have more 

influence on employers than the actions of an individual.  

 They can give expert advice and support. Unions employ specialists such as solicitors. These 

will be able to give workers expert advice about the rights that they have.  

 They have money to help pay for expensive court cases.  

 They will have trained negotiators who know how to deal with employers.  

Industrial Action  

This term refers to the action that workers can take to try and achieve what they want in a dispute 

with the employer. Many disputes are settled before the industrial action takes place. The main 

forms of industrial action are: 

1. Strike – nearly all workers have the right to withdraw labour. A strike involving all workers is 

known as an ‘all out strike.’  It may be for one day or until the dispute is settled.  

2. Overtime ban – employees will only work the hours stated in their contract of employment. 

They will not work any overtime.  

3. Work to rule – workers will only do what is entailed within their job description.  

The costs of industrial action  

Costs to the workers - Lose wages 
- May lose bonuses, commission, overtime pay etc.  
- If the firm suffers a loss of sales, workers may be laid off or 

made redundant.  

Costs to the customers - They are not able to buy the products that they need.  
- Loss of money if they have pre-paid for a service e.g. a flight.  
- Lose trust in the organisation.  

Costs to the firm - Cannot produce or sell so loses profit.  
- Customers may take their business to competitors.  
- Damage to consumer loyalty.  
- Internal distraction.  
- Damaged relationship with staff.  

Costs to the economy  - The government will lose tax revenue.  
- Imports may rise as people buy goods from abroad rather than 

British firms.  
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- Unemployment may rise.  
- Lower output in the economy.  

Single union agreements – in some places of work, several different unions may represent different 

kinds of workers. This can make industrial relations complicated. In some firms there are single 

union agreements. This means that all workers agree to be a member of the same union. The 

workers will benefit as all workers will speak with one voice and this may add to their strength. For 

the firm, it is easier to negotiate with one union than it is with several of them.  

ACAS – Advisory, Conciliation and Arbitration Service – this organisation exists to try and settle 

disputes between workers and employers. First, it will give advice to both the employer and the 

union. Second, it will provide conciliation – it tries to find areas that both parties agree upon to 

restart negotiations when they have been broken down. Third, it provides arbitration. When two 

sides cannot reach an agreement, ACAS appoints an arbitrator who hears the arguments and makes 

a decision. The union and the employer cannot disobey any decision that the arbitrator makes unless 

they had agreed to ‘non-binding arbitration.’  
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Activities 

1. Which employment laws relate to the following cases? 

- Jessica Starmer claims that the company’s ‘family-unfriendly working practices’ were 

reinforcing its male-dominated ethos and would force her to resign from the job that she 

loves.  

- A packaging company had failed to show a duty of care to a member of staff caught 

unloading a box of offcuts by balancing seven feet up with one foot on a ladder and the 

other on a fork of his forklift truck.  

- A gallery claimed it was trying to employ more people from under-represented groups. Only 

African, Asian and Caribbean curators based in England can be appointed.  

- It was discovered that staff working at London’s Hard Rock Café were paid a basic wage of 

£2.06, made up to the minimum wage with tips.  

- Blind woman Sue Williams, a highly qualified IT specialist, got a job with J Walter Thomson 

advertising agency. The tasks she was asked to do were not challenging for a person of her 

intellect and experience.  

2. Olympic is a small firm that manufactures sports clothes. Recommend three ways in which 

Olympic could inform its workers about health and safety matters in the factory. Give a 

reason for each of your recommendations.  

3. Assess the advantages and disadvantages of a company complying with the Health and 

Safety at Work Act for the employees and the company itself.  

4. A company requires an additional worker who will have the same duties and responsibility 

as a male worker already within the organisation. They plan to recruit a woman and pay her 

less than him. Explain why this particular organisation is failing to comply with two different 

laws within employment protection.  

5. Suzanne Hart runs a bakery. The workers that Suzanne employs are not in a trade union. 

What benefits can workers gain from being in a trade union?  

6. Tastybread Bakeries Ltd is a large firm. A single union agreement represents all of the 

workers at Tastybread Bakeries Ltd. Explain the benefits of single union agreements to: 

- The workers 

- The management  
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Topic 11: Organisation and Communication 

Learning Outcomes:  

 To be able to explain the importance of communication within a business.  

 To be able to explain the different methods of communication, assessing their advantages 

and disadvantages. 

 To be able to explain the barriers that exists to communication. 

 To evaluate the uses of ICT for businesses.  

 To evaluate the importance and need for types of organisation charts in business.  

Communication – is the transmission of a message from a sender to a receiver. One-way 

communication is when the sender sends the message but does not receive a message in return. 

Two-way communication occurs when the person receiving the message can reply to the sender.  

Internal communication occurs between people who work in the same organisation.  

Vertical communication is between people on different layers of the organisations hierarchy. It can 

be upward or downward.  

Horizontal communication takes place between two people on the same level within the 

organisation structure.  

External communication takes place between one person within an organisation and someone 

outside of that organisation.  

Formal communication takes place when the official means of communicating are used within an 

organisation e.g. letters, memos, faxes, official meetings.  

Information communication takes place during break or lunch time or at a social event.  

Methods of Communication  

Verbal Communication – there are several ways in which people can speak to one another: face to 

face, voice-mail, tannoy announcements, on the telephone, through presentations or lectures etc.  

Verbal Communication  

Advantages Disadvantages 

The person can check that the message has been 
understood by asking for feedback.  

If there are a lot of people listening to a message 
it may not be clear that they have all heard or 
understood it.  

The person can emphasise points by their tone 
of voice or their body language.  

If the receiver of the message does not like what 
they hear, they may answer back and cause 
trouble.  

 There is no permanent record of the message 
(unless minutes were recorded during a 
meeting) 
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Written Communication – there are many forms of written communication: letters, memos, reports, 

notices, faxes, emails etc.  

Written Communication  

Advantages Disadvantages 

There is a record of the message. It is not possible to check immediately that the 
receiver has understood the message properly. 

The receiver can read and re-read the message 
to ensure that they understand it. 

The success of the message depends upon how 
clearly it has been written. 

The message can be send to more than one 
person at a time.  

Written communication may go missing.  

A written message can avoid confrontation.   

 

Communication using images – pictures, posters, charts, diagrams etc.  

Communication using images  

Advantages Disadvantages 

People often like looking at images. The receiver may not understand the message 
the image is trying to get across. 

Images can have more impact.  The image could be interpreted in different 
ways.  

 

Barriers to Communication  

× Timing – message is sent at the wrong time.  

× Clarity – the message is not clear or is distorted.  

× The attitudes of the sender and the receiver – the sender may ‘talk down’ to the receiver 

and the receiver may not trust the sender so ignore the message.  

× The wrong method of communication may be used - an email would be ineffective if the 

receiver never checks their emails.  

× Feedback is not received or is not appropriate- the sender may not ask for feedback from 

the receiver as to whether they have understood the message.  

× There is a problem with the means of communication – email may not be received if the 

network is down.  

Advantages of using ICT 

 The productivity of workers is high. Workers are able to produce more than they would 

without ICT.  

 The quality of presentation is better.  

 Information can be shared easily.  

 Large amounts of information can be processed quickly.  

 Communications, both internally and externally, can be performed more quickly.  

 ICT gets information across to a wide range of people.  

 Workers have the freedom of where they work – at home, on the train, on holiday.  

 Businesses can communicate better with their customers.  

 Less office space is needed, especially when people work at home.  
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Disadvantages of using ICT 

× Workers need training to use the technology efficiently and this costs money.  

× It is expensive to invest in computer technology.  

× ICT becomes out-of-date quickly and needs to be updated.  

× Technical problems can occur.  

× Workers need to be aware of the health and safety issues related to using computers.  

× Protection/Security issues.  

Organisation Charts – they show how responsibilities in an organisation are divided up amongst 

different departments and people.  

 

Key Terms: 

1. Hierarchy - describes the structure of the management of a business, from the top to the 

bottom. It refers to the number of layers within the organisation.  

2. Layer – a level within the hierarchy.  

3. Chain of Command - the line on which orders and decisions are passed down from top to 

bottom of the hierarchy.  E.g. in the above organisation chart, the marketing director will 

pass information to the marketing managers who will then delegate duties to the sales 

teams.  

4. Span of Control - the number of people who report to one manager in the hierarchy. The 

number will determine how wide or narrow the span of control is. E.g. in the above 

organisation structure, the managing director has a span of control of four directors.  

5. Subordinate – worker controlled by a manager.  

6. Delegation - assigning responsibility to subordinates to perform tasks or make decisions.  

Benefits of Organisation Charts 

 They show who is responsible for which functions and tasks.  

 They show what a person is accountable for.  

 They show which work is delegated to specialists in order to achieve high quality work.  
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 They show who a worker is responsible for and from whom they must take orders.  

 They show the lines of communication within an organisation.  

 They show how different departments are linked together.  

The height of an organisation structure depends upon how many layers are within it. In the image 

below, organisation A has a tall structure and organisation B has a flat structure.  

 

Tall organisation structure 

Advantages Disadvantages 

 The lines of communication and the 
responsibilities of the workers are clear.  

Responsibility is restricted for subordinates.  

The span of control of managers is likely to be 
narrower than in a flat structure, meaning that 
he/she has less people to manage.  

Slow decision-making.  

There will be plenty of opportunities for workers 
to gain a promotion.  

Distorted messages as communication needs to 
be passed up several layers.  

 Higher management costs.  

 

Flat organisation structure 

Advantages Disadvantages 

Communication from top to bottom will be 
quicker than in a tall structure because there are 
not as many layers.  

Structure limited to small organisations. 

It is likely that fewer mistakes in communications 
will occur because messages do not have to be 
passed through so many layers.  

Blurred job roles/responsibilities.  

People at the bottom of the hierarchy will have 
more responsibility.  

Loss of control as there are too many 
subordinates under one manager.  

The wider span of control of managers will mean 
that they must delegate work – this will make 
workers feel trusted and help motivate them.  

Delegation is difficult.  
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Delayering – this is when one or more layers of management are removed from the business. It is 

associated with creating a flatter organisation chart.  

De-layering  

Advantages Disadvantages 

Saves money as the organisation is reducing the 
amount of management.  

Not all organisations suit a flatter organisation 
structure particularly those with low skilled 
workers.  

Empowerment of workers further down the 
hierarchy. 

Negative impact on motivation due to job losses.  

Improved communication. Disruptions within the workforce.  

Removal of rivalry amongst layers.  Managers are given a wider span of control – 
may be difficult to adapt to this greater level of 
responsibility.  

Motivates employees lower down the hierarchy.   
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Activities 

1. The table below shows some of the communications connected with Bolton Wanderers 

Football Club. Tick the boxes next to each item to say whether:  

a) It is an example of internal or external communication.  

b) It is an example of formal or informal communication.  

c) The communication is likely to be one-way or two-way.  

Example of communication   Internal External Formal Informal One-way Two-way 

The team manager must talk with the 
directors about buying a new player.  

      

The ticket office must let the fans know that 
tickets for the cup final will be on sale from 
next Monday.  

      

Club officials talk to the police to agree 
security arrangements at games.  

      

The manager needs to discuss tactics with 
his coaching staff. 

      

The players complain about the managers 
tactics. 

      

The stadium announcer must tell away 
supporters that their coaches will meet them 
in Car Park A after the match.  

      

The marketing manager discusses an idea 
with the personnel manager over lunch.  

      

The marketing department must negotiate 
prices of replica shirts with a supplier.  

      

 

2. The following statements are either advantages or disadvantages of a business allowing 

workers to work from home. Next to the statement, say whether it is an advantage or a 

disadvantage.  

- Workers feel trusted that they will do the work they have to.  

- It is not as easy for workers to talk to each other to discuss ideas about the job.  

- The worker can concentrate better without the distraction of others at work.  

- Workers will need to be trained to use the technology, which costs time and money.  

- The technology may be expensive to buy.  

- The worker is less stressed because there is no need to travel to work.  

- Some workers like the social side of work and may not be as happy working on their own.  

- Some workers may find that there are distractions at home from family and friends.  

- Time may be wasted if unsupervised workers do not focus or do not understand what is 

expected of them.  

- The worker can work whatever hours they wish as long as they get the job done.  

- Some workers need the discipline of having to start work at certain times and having to be 

supervised.  
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3. Good communication is important if a business is to be successful. State and explain two 

appropriate methods of communication that a dental clinic will use to communicate with its 

customers.  

4. What are the benefits and drawbacks of using the internet as a method of communication? 

5. Figure 2 shows part of an organisation structure. Use figure 2 to explain what is meant by 

the term delegation.  

 

 

 


