
Business and Entrepreneurship – Business Functions
1 of 27 - Welcome
Welcome to this session on business functions. 
In this session we will be covering:
· Types of business structure
· Business functions
· Legal considerations
2 of 27 - Introduction
· Organisations are structured in a variety of ways, dependant on their objectives and culture. The structure of an organisation will determine the manner in which it operates and its performance. 
· Structure allows the responsibilities for different functions and processes to be clearly allocated to different departments and employees. The wrong organisational structure will hinder the success of the business. 
· Organisational structures should aim to maximize the efficiency and success of the organisation. An effective organisational structure will facilitate working relationships between various sections of the organisation. It will retain order and command whilst promoting flexibility and creativity.
3 of 27 – Organisational Structures
Span of control is the term used to describe the number of employees that each manager/supervisor is responsible for. The span of control is said to be wide if a superior is in charge of many employees and narrow if the superior is in charge of a few employees. 
Internal factors such as size, product and skills of the workforce influence the organisational structure. As a business expands the chain of command will lengthen and the spans of control will widen. 
4 of 27 – Question 1
The Fizzy pop drinks company have just opened their first soft drink superstore and have taken on staff.
Organise the following members of staff into an organisational structure.
· Stock checker
· Shop floor manager
· Managing director
· Shelf stacker
· Checkout staff
· Delivery driver
· Sales team supervisor
· Warehouse manager
· Forklift truck driver

The correct answer: see image 
5 of 27 – Tall Organisational Structure
A tall organisation has many levels of management and supervision. There is a “long chain of command” running from the top of the organisation, for example the Chief Executive, down to the bottom of the organisation, such as a shop floor worker. This means that there are many layers within the organisation.
Tall structures usually apply to large organisations and rarely exceed 8 levels of management.
6 of 27 – Tall Structure – advantages and disadvantages 
Click on the tabs to see what the advantages and disadvantages are of the tall structure
	Advantages
	Disadvantages

	Narrow span of control where each manager has a small number of employees under their control. This means that employees can be closely supervised. 
	Decision making could be slowed down as approval may be needed by each of the layers of authority. 

	There is a clear management structure.
	The freedom and responsibility of employees (subordinates) is restricted. 

	The function of each layer will be clear and distinct. There will be clear lines of responsibility and control. 
	Communication has to take place through many layers of management. 

	Clear progression and promotion ladder. 
	High management costs because managers are generally paid more than subordinates. Each layer will tend to pay its managers more money than the layer below it.


7 of 27 – Flat Structure
A flat organisation will have relatively few layers or just one layer of management. This means that the “Chain of Command” from top to bottom is short and the “span of control is wide”. 
Due to the small number of management layers, flat organisations are often small organisations. 
8 of 27 – Flat Structures - advantages and disadvantages
Click on the tabs to see what the advantages and disadvantages are of the flat structure
	Advantages
	Disadvantages

	Greater communication between management and workers. 
	Workers may have more than one manager/boss. 

	Better team spirit. 
	May limit/hinder the growth of the organisation. 

	Less bureaucracy and easier decision making. 
	Structure limited to small organisations such as partnerships, co-operatives and some private limited companies. 

	Fewer levels of management which includes benefits such as lower costs as managers are generally paid more than workers. 
	Function of each department/person could be blurred and merge into the job roles of others. 


9 of 27 – Hierarchical Structures – part 1
In a hierarchical organisation employees are ranked at various levels within the organisation, each level is one above the other. 
At each stage in the chain, one person has a number of workers directly under them, within their span of control. A tall hierarchical organisation has many levels and a flat hierarchical organisation will only have a few. 
The chain of command, or the way authority is organised, is a typical pyramid shape.
10 of 27 – Hierarchical Structures – part 2
· A traditional hierarchical structure clearly defines each employee’s role within the organisation and defines the nature of their relationship with other employees. 
· Hierarchical organisations are often tall with narrow spans of control, which gets wider as we move down the structure. They are often centralised with the most important decisions being taken by senior management.   
· As organisations grew bigger, hierarchical organisations were popular because they could ensure command and control of the organisation. However, with the advent of globalisation and widespread use of technology, in the 1990’s tall hierarchical organisations began to downsize and reduce their workforce. Technology was able to carry out many of the functions previously carried out by humans.
11 of 27 – Hierarchical Structures - advantages and disadvantages
Click on the tabs to see what the advantages and disadvantages are of the hierarchical structure
	Advantages
	Disadvantages

	Authority and responsibility are clearly defined with a clearly defined promotion path. 
	The organisation can be bureaucratic and respond slowly to changing customer needs and the market within which the organisation operates. 

	There are specialists managers and the hierarchical environment encourages the effective use of specialist managers. 
	Communication across various sections can be poor especially horizontal communication. 

	Employees are very loyal to their department within the organisation. 
	Departments can make decisions which benefit them rather than the business as a whole especially if there is inter-departmental rivalry. 


12 of 27 – De-layering
De-layering is the removal of layers from the organisation chart, the benefits would be:
· It saves money			
· It empowers remaining staff
13 of 27 – Business functions – introduction 
Following the successful start-up of a business, the business may grow and require additional functions to be put in place to support that business.
It depends on the size, type and style of a business as to which functions are required to support it.  Four common functions or departments are Sales, Purchasing, Finance and Human Resources.
These are common functions that assist the business in their day to day dealings with customers, ensuring that profit targets are met, and the business is a success.
14 of 27 – Functional Areas of an Organisation
The Functional Areas of an Organisation
· Sales Department
· Purchasing Department 
· Finance Department 
· Human Resources Department
15 of 27 – Sales Department – part 1
The sales department are not only responsible for generating customer sales. They must listen to customers and try to build a positive relationship with them, ultimately, they must keep the customer happy. 
Communication is key and they must communicate with customers at all times.  
How do you think the sales department would communicate with customers? Click to reveal some examples: 
· Send emails and tweets informing customers of new products/services.
· Advertise the new products or services using a variety of methods eg. Newspaper, TV, billboards, magazine, radio etc.
· E-mail customers on a regular basis informing them of forthcoming sales etc.
· Create a professional website and ensure that it is kept up to date at all times.
· Offer sales promotions to encourage the customers to buy the new products and services.  Also, give discounts to promote customer loyalty.
16 of 27 – Sales Department – part 2
The Sales department must accept and process customers orders:
· It is very important that customer orders are dealt with quickly and to a high standard to make sure that the customer is happy.
· Before an order is placed, often the customer will ask about the price and availability of the product.  It is very important that the Sales team have price lists and catalogues available that are up to date or that the website has this information.
· Once the customer places an order, the sales team must ensure that it is processed.
· In order to monitor that the customer’s order has been received, the sales team can offer an after-sales service. This means that if there are any problems or faults with the product the customer can return it immediately or have any questions answered.
17 of 27 – Purchasing Department – part 1
What do you think the purchasing department do?
The purchasing department buys all of the things that keep the business running, from the raw materials that make products to the stationery that all departments use.
Whatever is being purchased, they must source the best supplier of quality goods and pay a reasonable price for them.
Every department within the organisation provides the purchasing department with a “requisition”, that details the item or items they are looking for.  The purchasing department then find the best supplier and when the goods will be delivered.  
The supplier expects to be paid on time and will provide an invoice for payment.  
18 of 27 – Purchasing Department – part 2
In addition to buying in goods and components, the purchasing department must establish and maintain excellent relationships with suppliers.  This will ensure that when they need to place an order for quick delivery, the supplier will be more accommodating.
The relationship between the supplier and the purchasing team must be based on trust and loyalty.
Features of a good supplier are:
· Provides high quality goods.
· Delivers goods on time.
· Sets a very fair and reasonable price.
· Offers trade credit – this means that the organisation can buy goods from the supplier and pay for them at a later date.
· Is near and easily accessible.
19 of 27 – Finance department – part 1
What do you think the finance department do?
The Finance Department is responsible for managing all the finances of the organisation, dealing with all money coming into and going out of the organisation.
They must also prepare and present Final Accounts, at the end of each financial year, they record how well the organisation has performed financially.
The also prepare Trading, Profit and Loss Accounts and the Balance Sheet. 
These documents will then be presented to Senior Management who will be informed of how much money the organisation has made or lost over the year.
This helps management in making decisions for the future.  
20 of 27 – Finance Department – part 2
· The Finance team are responsible for paying for all purchases made within the organisation.
· When the supplier sends an invoice, the finance team will check that it is correct and if not, they will contact the supplier to rectify it.
· It is essential that all invoices received are paid promptly to the supplier.
· The finance team will then pay the required amount to the suppliers and will ensure that an accurate record of all amounts paid are kept to make sure that cash is being transferred appropriately.
21 of 27 – Human Resources (HR) Department – part 1
What do you think the Human Resources (HR) department do?
· The Human Resources department is responsible for managing the human resources of an organisation – the employees.
· They focus on meeting the needs of all employees and ensuring that the work environment is healthy and safe at all times.
They are responsible for recruiting potential candidates for jobs with the organisation.  Going through a process of steps to ensure the best candidate fills the role:
· Job description - describes the nature of the job and what it involves.  
· Person Specification - describes the type of person the organisation believes will best suit the job.
· Advertising the vacancy - identifies the most suitable places to advertise for example, within the organisation, local newspaper; Internet; radio etc.
· Once they have decided on how to attract candidates, they must select the best candidate for the job.
22 of 27 – Question 2
Drag and drop to match the description to the type of organisation structure?
Tall Structure – this has many levels of management and supervision. There is a “long chain of command”
Flat Structure – this will have relatively few layers or just one layer of management. This means that the “Chain of Command” from top to bottom is short and the “span of control is wide”. 
Hierarchical Structure – this clearly defines each employee’s role within the organisation and defines the nature of their relationship with other employees. 
23 of 27 – Question 3
True or false? 
“Span of control” is the term used to describe the number of employees that each manager/supervisor is responsible for 
a) True
b) False

The correct answer is a: True
24 of 27 – Question 4
True or false? 
Hierarchical structure - The chain of command (ie the way authority is organised) is a typical pyramid shape. 
a) True
b) False

The correct answer is a: True
25 of 27 – Question 5
Drag and drop the functions to the correct team who would deal with the item: 
Sales
· generating customer sales
· communicate with customers at all times
Purchasing
· buys all of the things that keep the business running
· source the best supplier of quality goods and pay a reasonable price for them
· establish and maintain excellent relationships with suppliers
HR
· Responsible for recruiting potential candidates for jobs
26 of 27 – Question 6
Drag and drop to complete the paragraph
The Finance Department is responsible for managing all the finances of the organisation, dealing with all money coming into and going out of the organisation. They must also prepare and present Final Accounts, at the end of each financial year, they record how well the organisation has performed financially. The also prepare Trading, Profit and Loss Accounts and the Balance Sheet.
· Finance
· [bookmark: _GoBack]Money
· Accounts
· Financial
· Balance
· Profit
· Calendar
· Academic 
27 of 27 – End

Well done. You have completed this session on business functions. 
In this session we have covered:
· Types of business structure
· Business functions
· Legal considerations
If you have any questions about the topics covered, please make a note and discuss these further with your tutor.
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