UNIT ONE PEOPLE IN BUSINESS
REVISION GUIDE
Section One: Aims and Objectives
MISSION STATEMENTS – often used to set out general aim or purpose of the organisation.  Can give employees clear lead for their role and tell outsiders what the organisation stands for.

AIMS – are stated in general terms eg: a travel agent’s might be ‘to sell holidays and make a profit’.  BP’s aim might be ‘to prospect for oil, refine it and sell the products at a profit’.

OBJECTIVES – are sub-components of aims and can often be quantified eg: an airline’s objective may be ‘to carry 2 million passengers a year by a given date in the future’.

SMART OBJECTIVES:

SPECIFIC – exact and precise

MEASURABLE – it can be seen to be done

ACHIEVABLE – it can be done

REALISTIC – not a hopeless aim

TIME-RELATED – can be done within a pre-determined period

SPECIFIC OBJECTIVES: a business may have more exact objectives that are specific to its situation.  These could include:
(
survival

(
meeting stakeholder needs

(
maximising sales revenue

(
maximising profit

(
growth

Survival – any business has an on-going task in keeping going.  Threats include:

-
change in fashion

-
new technology

-
competition


-
changes in customer habits 

Meeting stakeholder needs – business must consider needs of stakeholders who include:

-
shareholders [or owners for small businesses]

-
employees


-
customers

-
government


-
local community

-
other businesses

-
suppliers

-
pressure groups

Maximising sales revenue – businesses aim to increase turnover as higher profits should follow.  This is because a larger business can benefit from greater economies of scale, which reduces operating costs and leads to more profit.

Maximising profits/surplus – to ensure long-term profits companies may have to sacrifice some short term gains to ensure market leadership.  Example of this include purchase of new plant and machinery from current profits to maximise future efficiency and thus profitability.  Or lowering prices to gain market share then gaining from increased overall customer spend.

Growth – 

	Businesses grow INTERNALLY [or organically]
	Businesses grow EXTERNALLY

	By expanding their market.

By widening their range of products and/or services.

By gaining more sales.
	By merging with another business or company.

By taking over another company.


An example of growth is Ryanair which is now a very successful airline.  It grew by developing new routes, buying up rival airlines and developing a strategy of heavy price cutting.

Section One: Ownership
UK Business Ownership – most businesses in the UK are PRIVATELY OWNED.  This means:

(
they are owned by PRIVATE INDIVIDUALS

(
these individuals risk their own money

(
the owners’ reward is the profit they make

Private Ownership Options:

	Sole Trader
	One owner

	Partnership
	Two people or more [usually up to 20]

	Private Limited Companies [Ltd]
	Often a family-run business with the protection of limited liability

	Public Limited Companies [plc]
	Large organisations whose shares are traded on the stock exchange

	Franchises
	Small business trading with agreement of large firm

	Cooperatives
	Collectively owned by workers/customers


Key difference – 

(
sole traders and partnerships have UNLIMITED LIABILITY.  Owners are responsible for all debts and may have to sell personal possessions.
(
companies have LIMITED LIABILITY.  Owners can only lose their investment even if the company has huge debts.

	SOLE TRADERS

	Benefits
	Drawbacks

	Easy to set up and give a personal service.

Owner is independent – can make quick decisions.

Minimum of paperwork.

Knows customers – helps to avoid bad debts.
	Unlimited liability.
Long hours and no cover for holidays or sickness.

Capital may come from savings.

Needs business skills.

Business ends on death.


	PARTNERSHIPS

	Benefits
	Drawbacks

	Easier to raise capital.

Problems/ideas can be discussed.

Greater range of skills and expertise.

Cover for holidays and sickness.
	Unlimited liability.

Profits are shared.

May be disagreements.

Decisions and actions legally binding on all partners.

Death of a partner means share needs repaying.


With a partnership it is normal for partners to set up a Deed of Partnership which specifies how profits and losses are to be shared, how much each partner gets paid, the working arrangements [who has responsibility for what] and arrangements for removing a partner or adding a partner to the business etc.

Key points about companies
(
each company has its own identity in law.

(
the company employs staff, not the owner[s].

(
the company owns assets, not the owner[s].

(
the company operates until it is formally wound up or goes into liquidation.

(
the company pays corporation tax on its profits.

	PRIVATE LIMITED COMPANIES

	Benefits
	Drawbacks

	Limited liability.

Minimum of one director and one shareholder.

Easy to set up/affairs still private.

Easier to raise capital/borrow from the bank.

Share transfers need agreement of all.
	Cannot sell shares to the public.

More regulations to comply with.

Accounting procedures may be more costly.

Death of shareholder has no effect on company.


	PUBLIC LIMITED COMPANIES

	Benefits
	Drawbacks

	Limited liability.

Increased capital as public can buy shares.

Minimum of two directors and two shareholders.

Shares increase in value if the company is successful.

Operating large scale can lower costs per unit [economies of scale].
	Many regulations to comply with.

Accounts [and problems] are public knowledge.

Shareholders may sell shares if dividends are poor.

Original owner may lose overall control.


Definition of a Franchise
In FRANCHISING company [FRANCHISOR] sells to sole trader or partnership [FRANCHISEE] the right to trade under the name of the franchisor.  The franchisee has the right to make use of a package, with everything necessary to establish the business and to run it with assistance from the franchisor.
	FRANCHISE

	Benefits
	Drawbacks

	Less risky than starting own business.

Selling a known name.

Advice and guidance available.

Owner keeps most of profit.
	Share of profit goes to franchisor.

Franchisee must abide by legal agreement.

Only franchisor products can be sold.

Success very dependent on popularity of product.


Some well-known businesses that operate as franchises:

-
Post Office Ltd


-
Clarks Shoes

-
McDonald’s



-
Stagecoach Theatre Arts

-
Thorntons



-
Toni & Guy

-
Marks & Spencer [Simply Food]
-
Marriott Hotel

	COOPERATIVES

	Benefits
	Drawbacks

	Each owner has equal share/one vote.

Profits are shared equally.

Can have limited liability status.

Workers can decide whether to be owners.
	Obtaining finance may be difficult.

Decisions by consensus take time.

Hard decisions may be difficult to make.

Equality can be hard for good leaders/workers.


Public Ownership:

Term used for enterprises owned and controlled by the state.  The aim is to provide services needed by everyone, regardless of income or wealth, eg health and education.  They are mainly financed through taxation.

Examples:

Central government departments such as the Department of Health.

Local authorities and councils such as South Gloucestershire County Council.

Public corporations such as the BBC, Bank of England and British Nuclear Fuels.

Section Three: The functions of businesses
(
Every business can be divided up into a number of functions, or departments.
(
Some organisations will have functions unique to them.  For example, airlines will have an engineering function and a newspaper will have a newsroom and advertising functions.

(
Typically functions include:


-
production


-
marketing


-
sales



-
finance


-
administration

-
HR


-
ICT

Production – in a manufacturing organisation the PRODUCTION function is responsible for planning the creation of the product and ensuring quality is maintained.
Marketing – before a product is designed MARKETING will try and find out what customers want and plan advertising to attract them to the product.

Sales – once MARKETING have found out what the customers want, the SALES function will try and persuade them to buy.

Finance – this function covers every financial matter in the business such as Budgets, Production Costing and Financial Reporting.

Administration – creates and manages systems for keeping the business running.  These might include catering, supplies and/or transport.

Human Resources – involved with personnel management which includes recruitment, contracts of employment, training, welfare and industrial relations.

Information Communications Technology – responsible for systems such as internet, intranet, management and functional systems unique to the company and website management.

Tall and Flat Organisations
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Tall organisations like the one opposite have a ‘layered’ structure with each level being known as the level of hierarchy.  Managers will tend to have a smaller span of control.
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Today, flat is more common, and this is because of a process called delayering.  This has encouraged more team and project work and lends itself to a more democratic management approach.  The span of control for each manager is greater.

An organisation can be structured to reflect specific departments or can have more specific structures:

-
by product or service

-
by customer

-
by process or equipment

-
matrix structure

By product/service – examples include a supermarket by products supplied.  So Tesco has functions for Fashion, Food, Homeware, Financial Services etc.  The Local Council has functions for the services that are provided such as Schools, Planning, Leisure, Parks, Housing, Environment etc.

By customer – some businesses divide up by type of customer.  A firm of solicitors might have: conveyancing, matrimonial, criminal, accidents and injury and/or probate.

[image: image3.jpg]


By process or equipment – the division is made by process or machinery.  So a steelworks may have departments specialising in wire making, plate steel, stainless steel etc.  An insurance company may have sections for accounts, claims, investments and so on.

Matrix Structure – allows cross referencing between functional departments and project-specific teams.  Brings together specialists for a particular task.

Role of Management and Supervisors
In a typical organisation a manager reports to director and is responsible for:

-
staff



-
planning, organisation and delivery

-
meeting customer needs

Supervisors usually have responsibility for:

-
specific group of workers

-
deadlines being met

-
supervision of staff

-
some legal responsibilities such as H&S or ensuring staff have correct 
breaks

Delegation has to take place within the workplace and it is the process of entrusting another person with a task for which the delegator remains ultimately responsible.  Delegation allows managers to concentrate on strategic planning, crisis management and sensitive issues.

Section Four: Staffing
Businesses need the right people in the right place at the right time to function properly.  They recruit staff for various reasons, such as:

(
growth of business

(
replacing leavers

(
role changes


(
internal promotion

Recruitment can be INTERNAL or EXTERNAL [refer to sheet eight of your class notes]

Job Descriptions and Specifications – organisations must first decide on the detail of what the job entails and what sort of person they are looking for to carry out the task.  This includes:

-
job title


-
position within structure

-
duties and responsibilities
-
personal attributes

-
qualifications


-
experience

-
competence
Job title:

(
should give good indication of what job involves

(
terms like ‘manager’ can be vague – manager of what?

(
important to be specific where possible

(
titles change – sometimes to make job sound more than it really is

(
words such as ‘executive’ and ‘officer’ frequently used to make job sound more than it really is.

Position within structure:

(
where does the job tit in the organisational structure?

(
who will the post-holder be responsible to and responsible for?

(
does the applicant’s previous history make them right for this point in the structure?

Duties and responsibilities:

(
sets out duties and responsibilities of post including:


-
title





-
prime objectives


-
supervisory & managerial responsibilities


-
source of supervision


-
responsibilities for assets, equipment and resources

Personal attributes
(
relate directly to the needs of the post.  Typical are:


-
self-confidence


-
clear speaking voice


-
previous initiatives


-
ability to cope under pressure


-
introvert or extrovert


-
determination


Most of these are difficult to assess at interview so some of evidence is useful.

Qualifications:

(
used by organisations to set level of knowledge and training required for the post

(
standards of national qualifications well known

(
provides evidence of relevant CPD [continuous personal development]

Experience:

(
applicants can bring a lot of experience to a post being applied for

(
a prospective employer will look for a ‘track record’

(
disadvantage for new entrants as yet to prove themselves
Competence:

(
does applicant have skills required to do the job?

(
may have experience but was it in the areas that recruiting organisation requires?

Section Five: Advertising and Job Applications
There are various methods that an organisation can use to advertise vacancies and these will be dependent upon whether the position is INTERNAL or EXTERNAL.

-
Employment/Recruitment Agencies

-
Recruitment Consultants
-
Job Centres

-
Connexions

-
Advertising in local/national paper, on internet, via specialist magazines such as the TES for teachers,

-
Careers Fairs

-
Company website

-
TV [eg driving instructors]

Job applications – employers ask for applications in a number of ways but the most normal includes either one of the following, or a combination of the following – application form, letter of application, CV [curriculum vitae].

Letter of application – this should contain reasons for applying for the job, details of the contribution the applicant can make, details of training and education, and relevant skills and knowledge that has been acquired.  Basic rules of letter composition:

(
make the letter interesting so it stands out from the rest

(
check grammar and spelling

(
do not use long words you are unfamiliar with

(
keep sentences and paragraphs short and to the point

(
use a word processor unless requested to apply in handwriting

(
use the right conventions such as ‘Dear Sir’ ending in ‘Yours faithfully’

Curriculum vitae – this is a summary of a person’s personal details, education and training, employment record, interests, activities and attainments, and details of referees.  It is a summary so it should be brief and contain only relevant information.  It should not include jargon or specialist words and it should be presented in a clear, businesslike font.

Discrimination and Equal Opportunities – many laws are in force covering employment and the main ones affecting recruitment are:

-
Sex Discrimination Act

-
Race Relations Act

-
EU Directive – Sexual Orientation and Religion. 

Also, new laws have made discrimination because of age illegal.
Section Six: Interviews
Types of interviews
Workplace interviews include:

-
Job Interviews

-
Appraisal Interviews

-
Disciplinary Interviews
-
Exit Interviews
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Appraisal interviews – given as part of staff development to review: 
-
performance in post

-
achievement of targets

-
future planning

The job holder usually has right of written response and the interview is re-visited at the end of agreed period to see if targets are attained.
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Disciplinary interviews – carried out as part of application of company rules when employee may have breached company rules.  Where applicable, union representative may be present.  A record of interview and action taken is kept on the employee’s record.
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Exit interviews – used in appropriate situations such as redundancy, being dismissed for disciplinary purposes or retirement/resignation.  In the case of resignation, organisation may want to know reasons why so employer can take remedial action to aid retention. 
Job interview:
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(
interviews can be conducted by one person, two persons or more [more than two is usually referred to as a panel interview]
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(
Advantage of one interviewer is that they can make the candidate more relaxed.  The disadvantages are that there is a risk of personal bias due to the halo or horns effect and limited expertise – more than one interviewer brings wider angle on the discussion. 
Job interview structure:

(
most interviews structured using predetermined list of questions including:

-
questions relating to the job specification
-
questions relating to the person specification

-
information about the candidate’s previous experience and what they think they can bring to the job

-
an interview assessment or score sheet may be used such as the one opposite
Preparation for an interview
	Interviewer
	Interviewee

	Relevant papers – application form, CV, letter at hand.

Pleasant interview setting.

Job description and person specification.

Checklist at hand.
	Appropriate dress.

Evidence of qualifications etc.

Be on time.

Have knowledge of the organisation.

Personal appearance.




Questioning skills
(
ideally talking split between interviewer and interviewee should be 20% and 80%.

(
interviewer should use open questions to encourage candidate to talk [who, what, where, how, why etc].

(
candidate should have chance to ask questions about company.

(
all candidates should be asked the same basic core questions.

Other methods of selection
(
Interview is the core of the selection process but other assessment methods may be used:

-
psychometric testing – assesses personality, motivation, stress-handling and teamwork potential.

-
work trial – frequently used in selecting teachers [trial lesson].

-
specialist aptitude methods [armed forces, air crew]
Post interview
(
some organisations [eg schools] make a decision immediately after the interview[s] and make an offer on the same day.

(
others will analyse all the interviews and supporting documents and announce a decision by post, phone or email, within a few days.

(
no appointment may be made if no candidate meets the requirements.

(
sometimes feedback is given to unsuccessful candidates by phone.

Evaluating recruitment and selection
(
recruiting and selection is costly and time-consuming so it is vital that:

-
job specifications are accurate

-
advertisements are carefully drafted

-
applicants are matched to task

-
interview procedures are constantly reviewed

-
references are carefully scrutinised

Section Seven: Training
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Training involves employees being taught new skills or improving skills that they already have.  It aims to change behaviour in the workplace in order to increase efficiency and raise performance standards.  

(
well trained workers should be more productive and 
this helps the business to achieve overall objectives.

(
creates a more FLEXIBLE workforce because if a 
business needs to reorganise workers will have necessary skills and the change is easier to manage.

(
helps the introduction of new technology within the workplace.

(
employees motivation levels will increase and therefore they will be more productive.

(
reduces accidents and injuries if employees are trained in the correct procedures.

(
improves the image of the company because the level of customer service will increase.

(
new applicants are likely to be attracted to the company because of the training package being offered.

(
employees have a better opportunity to progress and be promoted if they are trained.

Different types of training:

-
induction

-
understanding job requirements

-
development of job skills

-
broadening knowledge of the business

-
changing attitudes

Can be on the job or off the job.  [refer to class handout on ‘Training’ to understand the different methods that can be adopted.

Section Eight: Motivation
Motivation is not only about wanting to do things but wanting to do them well.  There are two types of motivation which are EXTRINSIC and INTRINSIC

EXTRINSIC
provided by external factors such as pay, holidays, good



working conditions etc.  This motivates short-term.

INTRINSIC
this is when the employee is motivated from within and



experiences a sense of purpose and achievement.  S/he has



been given responsibility to undertake a job role and is



confident that s/he can fulfil the challenge.  There is a sense



of self-esteem and self-enrichment.  This is a longer-



term motivator which enhances productivity and gives



the organisation the competitive edge.

What motivates staff?

There are three laws which are present to protect the well-being of staff:

(
Working Time Regulations

(
Employment Act 2002 and Work and Families Act 2006

(
Minimum Wage
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[Read through your class notes and ensure you understand the basic requirements for each piece of legislation.  Research the current minimum wage level]

Pay and other incentives – a payment system should:

-
help recruit enough quality staff

-
support staff retention

-
keep labour costs low

-
motivate staff

-
allow for other rewards and benefits

The main ways that pay can be calculated are:

-
flat rate


-
time rate

-
piece rate


-
bonus

-
commission


-
output-related pay

flat rate – set rate of weekly, monthly or annual pay.  It is easy to calculate and administer.  There is no scope for incentive except for annual pay review.

time rate – employee receives a set rate per hour.  Time worked above normal hours is overtime and is usually a multiple of normal rate such as time and a half.  It is used to state the minimum wage.

piece rate – payment is made for each item processed or produced such as weight of produce picked, envelopes addressed, number of items made on a production line.  The disadvantages are that it does not suit where production is making complex items, can lead to low quality output and it is not suitable for the service sector as output is difficult to assess.

bonus – this is paid as an additional incentive because a job has been completed on time, or the company runs a profit sharing scheme.  It can sometime be paid at special times of the year such as at Christmas.
commission and output related pay – commission is paid as a percentage of the sales a person makes.  This could be the only income the employee receives eg a life insurance salesperson who is paid a percentage of the first year’s premiums.  Output related pay is a combination of time-rates and bonuses and is typically linked to output or productivity.

performance related pay – known as PRP is a method of linking pay to how well someone does their job – it is measured by results.  The government wants to put the public sector on PRP [teachers, police, NHS etc.

Non-financial rewards
These are also known as ‘fringe benefits’ or ‘perks’ [short for perquisites] and the reasons for them include:

(
saves employee tax and NI

(
helps employee performance and welfare eg healthcare, hairdressing and provision of uniform

(
discounts on company goods is good for the employee but it means more sales for the employer

(
employee commitment to the company if crèche, pension or car provided as part of the package.

Examples include:

-
discounts


-
healthcare

-
insurance


-
leisure facilities

-
phones


-
subsidised canteen

-
crèche or childcare vouchers

-
continued education such as graduate training or sponsorship of post-


graduate qualification

-
subsidised housing

-
additional holidays

-
good pension scheme

Conditions of work – job satisfaction and being happy at work also require:

(
a bright, clean and well lit environment

(
an acceptable work temperature relative to what is being done

(
a safe working environment

(
other physical conditions [ noise, toilets etc]

The culture of organisations – the culture of the organisation relates to decision making and management styles within it.  These affect ability of managers to empower and motivate employees to do well – put another way:
[]
autocratic style = fear and unwillingness to innovate

[]
delegated responsibility = ‘feel good’ culture which leads to better motivation, commitment to job, leading to good morale, positive attitudes and ‘camaraderie’.

What is motivation part two
Employees need financial and non-financial rewards but they also go to work to satisfy specific NEEDS.  Motivation is the strength of commitment that individuals have to what they are doing.
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Maslow’s Hierarchy of Needs:

[image: image12.png]Table 1. Job-content factors

Dissatisfying Factors | Satisfying Factors
1. Administrative 1. Achievement
Policies 2. Recognition

2. Supervision 3. Work itself

3. Working Conditions | 4. Responsibility

4. Interpersonal 5. Advancement
Relations 6. Growth

5. Salary

6. Status

7. Job Security

8. Personal Life




Maslow classified human needs and then considered how the classes related to each other.  Basic needs are required for survival – food, shelter, clothing eg receipt of minimum wage.  The safety needs related to security in the job, rest periods, sickness schemes etc.  The group needs can be generated through a sense of belonging – managers need to organise teams to recognise group needs.  The self-esteem needs involve employees being recognised as individuals, managers praising good work, good effort being rewarded etc.  The self-actualisation can be known as self-fulfilment and this is where the employee feels fully developed and is 100% confident in his/her job role.
Herzberg – Theory of Motivators and Hygiene factors
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Herzberg developed a two-factor theory for motivation based on ‘motivators’ which are the ‘satisfying factors’ and ‘hygiene factors’ which are the dissatisfying factors.  In terms of the hygiene factors, they do not motivate alone but if they are not met it can cause dissatisfaction and therefore extrinsic motivation cannot be established.
McGregor’s Theory X and Theory Y
Douglas McGregor divided managers into two types, namely Theory X and Theory Y.

THEORY X:

(
people do not really like work and avoid it if possible, so they need incentives for company to achieve aims.

(
people need to be pushed, threatened and driven to get things done.

(
people like to be told what to do, avoid responsibility and lack ambition – they thus need to be ‘managed’.

THEORY Y:

(
work is a natural activity which people enjoy so management must create the right conditions.

(
employees who identify with organisation’s will be motivated to work hard.

(
one way to do this is self-fulfilment [Maslow] – management should provide ways to do this.

Given the opportunity, people learn to accept and seek responsibility, they will start to contribute to the organisation’s objectives and start reaching their full potential which will lead to the highest level of intrinsic motivation.

Section Nine: External Influences
The three main external issues that affect managers and employees are:

-
environmental

-
social and ethical

-
legal constraints

Environmental – now a major issue because of climate change.  Businesses should have systems in place that:
(
audit all activities that affect the environment

(
create plans for environmental management

(
set up environmental management systems

(
train staff to manage these systems

(
set targets for environmental improvement

(
create reports that monitor meeting targets

Social and Ethical Issues – businesses need to be seen doing ‘the right thing’.  This means that they need to behave in a moral way and many have Codes of Practice setting out standards.  Businesses need to take account of the views and needs of stakeholders in reaching business decisions.
Legal and self-regulatory issues – there is COMPETITION LAW which ensures that firms compete fairly with each other. This legislation is monitored by the Office of Fair Trading [OFT] and this body makes sure that markets are working well for customers so that they remain truly competitive.  It investigates suspected price-fixing and mergers which may give an organisation too much market share.
The main laws that protect the consumer are:

-
Trade Description Act 1972

-
Sale of Goods Act 1979

-
Supply of Goods and Service Act 1982

-
Food Safety Act 1990

-
Consumer Protection Act 1987

-
Weights and Measures Act 1985

The work for Trade Unions – unions work with government workers and employers to ensure a safe and secure workplace.  A unionised workplace typically ensures a better work environment for workers by ensuring:

-
higher earnings

-
more holidays

-
H&SAW awareness

-
compensation paid

-
better parenting help
-
job-related training

-
equal opportunities

-
fewer dismissals

-
ethnic minority care



Employment Protection Act 2002 – This act states that employees must receive a statement of the main terms of their contract [within 8 weeks of commencing work with a company] listing:
-
names of employer/employee

-
date employment began

-
pay, hours, overtime, holiday and sick pay

-
pension terms

-
workplace mobility clauses

-
job title and description of duties

-
disciplinary and grievance procedures

The Act also states that contracts must state dismissal and disciplinary procedures and it sets out rules for handling grievances.  It also made significant improvements to rights concerning maternity/paternity leave, adoption leave and workers with disabled children.

Health and Safety – employers must provide:

-
a safe and healthy work environment

-
appropriate health and safety training

-
a written health and safety policy

-
care for visitors and customers

-
a system to carry out risk assessment

Employees are required to work in a safe and responsible manner.

