
 
 

  



 
 

 

3.1 Organisational structure Tall Organisational Structure 

 

 

 

 

 
Many layers of staff from top to bottom. 

Flat Organisational Structure 

 

 

 

 
Only a few layers, maybe as little as 2 or 3. 

Businesses can be organised in different ways. 

1. Organised by function – functional areas 

2. Organised by product - different products 

3. Organised by place – by locations 

 

Reasons why they choose different charts: 

Effective communication – whichever way results 

in the best communication for their organisation 

Different job roles and responsibilities – may 

be more beneficial to have those in the same 

functions together 

Different ways of working – whether the 

business needs creative working or have clear 

tasks 

Organisational 
structure 

How people and departments are arranged within a business 

Organisational 
chart 

A diagram that shows how the workers are organized in a business 
and who is in charge of whom 

Authority The power that one person has to make decisions and to give 

instructions to those workers they are in charge of. A line 
manager is the person in charge of other workers. 

Delegation Process where the manager gives a subordinate responsibility to 

make certain decisions, but the manager remains ultimately 
responsible 

Subordinates Workers that a line manager is responsible for 

Span of control the number of employees that are managed by a manger. 

Chain of command the path of authority along which instructions are passed, from 
the CEO downwards 

 
 Tall structure Flat structure 

 
Advantages 

• Clear lines of communication 

• Narrow span of control 

• More opportunities for 

promotion within the 

organisation 

• Managers delegate 

responsibilities - good for 

motivation 

• structure is good for generating 

ideas 

 
 

Disadvantages 

• Subordinates feel too 

controlled - can stifle 

motivation 

• Workers only talk to immediate 

colleagues and may be less 

sympathetic or supportive 

• not always clear lines of 

communication 

• Wide span of control 

• Few promotion opportunities - 

reduce motivation 

 
 

Suitability 

• Suit large organisations such as 

hospitals 

• Suit non-creative businesses 

where workers perform limited, 

clear tasks, for example, a 
building company 

•  suitable for creative 

businesses, such as computer 

game design 

• good for smaller businesses 

because they can help workers 

feel valued 

 



 
 

 
 

 

3.2 Ways of working



 
 

Communication The transmission of a message from a 

sender to a receiver through a means of 
communication 

Verbal 

communication 

Communicating by speaking – in meeting, on 

the telephone, by video conferencing or 
through a presentation 

Written 
communication 

Communication by written words – text, 
email and letters. 

Digital 
communication 

The electronic exchange of information 
using ICT 

 

Importance of business communications 

Good communication and feedback is very important in business. Communication can 

be internal or external. 

 

How communication is important to functional areas: 

Marketing – important for researching what customers want and telling them about 

new products/services. 

HR – used to recruit, appraise and resolve problems 

Business operations – used to find out how many products to produce and discuss 

any problems with quality 

Finance – to arrange bank loans, to send and pay bills and to provide information 

about sales and purchases to keep accurate accounts 

With government – to know the rules and regulations or to ask for help 

e.g. with money or to change rules or regulations 

3.3 Communication in business



 
 



 
 

Financial methods of motivation 

3.5 Motivation and retention 
 

 

 

 

Labour turnover A measure of the number or proportion of staff who leave an 
organisation each year and who therefore need to be replaced 

Motivation Encouragement give to workers to work well 

Retention When workers choose to stay employed in a business rather 
than leaving to work elsewhere 

Method Definition Advantage Disadvantage 

Bonus Lump sum of money for reaching a 

target 

-only get it if target reached 

-increases production or sales 

-target may be too high 

-lump sum may be small 

Profit sharing % of profit paid to 

employees 

-workers feel part of a team 

-will aim to be efficient so the business 

makes more profit 

-if the business doesn’t make any profit 

then employees get no reward 

-depends on the percentage of profit 

they decide to share 

Increase salary 
 

 

Lump sum split between 12 months 

(increased) 

-workers get more pay which is 

guaranteed 

-keeps highly skilled staff within the 

business 

-workers may not become more 

productive or efficient 

-depends how much the increase is by 

Increase wage Workers are paid more per hour -workers get more pay per hour and will 

want to work more hours 

-workers may not become more 

productive or efficient 

-motivation depends on how much the 

increase is 

Fringe benefits 

 

Workers are given additional 

benefits such as company car, gym 

membership 

-benefits a worker may not be able to 

afford themselves 

-attractive to potential employees 
-leads to worker loyalty 

-some employees may not appreciate the 

benefit 

-may be very expensive for the business 



 
 

If business can motivate staff it ultimately leads to: 

• High worker productivity 

• Reduced level of worker supervision 

• Low worker absenteeism 

• Improved quality 

• Staff retention – limits recruitment costs, saves time and will be easier 

to recruit in the future 

 
 

 
Method Definition Advantage Disadvantage 

Working environment 

 

Better facilities such as staffroom, 

drinks machines, canteen 

-workers enjoy coming to work 

-they feel the business values them 

enough to have nice facilities 

-it’s not financial and employees may 

not benefit/enjoy 

Job rotation 

 

Workers move around different work 

stations in the business 

-workers get variety and to learn new 

skills 

-workers get to try different tasks 

-workers may not like change or are not 

as good at all tasks 

-workers will require additional training 

which increases costs 

Award scheme 

 

The worker is given recognition of 

hard work. Can be a certificate or 

employee of the month 

-workers feel valued 

-workers feel their hard work is 

recognised 

-some workers may feel they aren’t 

recognised as it is only once a month 

-may create conflict between workers 

who don’t get recognised 

Job enrichment Workers are given more responsibility -workers feel valued and that their 

opinion matters 

-workers feel trusted that they can 

make decisions 

-workers may make the wrong decision 

-workers may feel that they are making 

all of the decisions and are not 

supported 

Job enlargement Workers are given more tasks to 

complete 

-workers have lots of tasks to do so 

they don’t get bored 

-workers get a sense of achievement 

from completing tasks 

-workers may be overwhelmed by the 

amount of jobs they have to do 

-workers may rush to get jobs finished 

which can effect quality 

Non-financial methods of motivation 



 
 



 
 

 

 

3.6 Training and Developmen

  Advantages Disadvantages 

On-the-job training + cheaper - may be taught the 
 + specialised in the way wrong way 
 that business works - may make mistakes 
 + workers can be when training 
 productive whilst - potential disruption to 
 training production 

Off-the-job training + can gain qualification - expensive 
 + taught by experts - time consuming 
 + employees more - not all workers are 
 confident when starting comfortable in different 
 job environments 

 

Why is training important? 

• Improve productivity of workers 

• Improve motivation of workers 

• Ensures employees are up to date with changing 

technology 

• Makes a business more efficient 

• Improves retention of staff 

On the job This is training done at the workplace. The training is given 
by a more knowledgeable/experienced member of staff. 

Off the job This is training at a specialist training centre. Can involve an 
employee gaining a qualification. 

Induction 

training 

This is training completed at the very start of employment. 

It can be an induction day or week. New employees are 

shown where things are, fire evacuation plans, the business 
aims and objectives. 

Lifelong learning This is where there are opportunities to continue to develop 
your learning. GCSE, ALEVEL, degree, masters etc. 

Skills shortage In certain industries there are not enough skilled staff to 
fill the demand for labour 

 



 
 

 



 
 

 

3.7 Employment law 

Contract of 
employment 

A legal agreement between an employer and employee 

Discrimination Treating one worker differently to another for no 
acceptable reason 

Employment law Regulations and rules put in place to protect workers 
from employers who may treat them unfairly 

Statement of 
employment particulars 

Part of a contract of employment, it gives details of 
the terms of employments 

Equality Act 

A person cannot be treated differently on the grounds 

of: 

 

 

 
A business must not: 

- Pay workers differently for doing the same work 

-  Favour certain type of people when recruiting 

- Discriminate when promoting or training workers 

- Allow workers to be mistreated by other workers 

A business that takes action against 

discrimination may find: 

- It increases costs 

- It needs to rewrite recruitment and training 

policies to prevent discrimination 

- It needs to monitor what goes on in the 

business to prevent discrimination taking place 

The average number of hours worked 

Number of hours worked = 

average number of hours 

17 

799 hours worked = 47 hours on average 

17 

Contract of employment 

Makes it clear what the worker is 

being employed to do and the pay and 

conditions that the business will give 

to the worker, including holiday 

entitlement. 

 

Effects of providing one: 

- increased cost – to cover workers on 

holiday or who only work a limited 

number of hours 

- managing staff holidays to ensure 

there are always enough workers 

Holiday entitlement: 

Number of days worked per week x 5.6 = 

holiday entitlement 

5 x 5.6 = 28 days 

2 x 5.6 = 11.2 days 

A business that does discriminate may find: 

-  Staff become less motivated 

-  Performance of the business is affected 

- Workers decide to leave so business 

must recruit more staff 

- Poor reputation – reduce sales and profit 

and affect recruitment 

- Can be fined and made pay compensation 
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