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Theme 2 Building a Business



	2.1
 Growing the business
	2.1.1 Business growth
	I can explain internal and external methods of growth and explain the features of plc’s. I can also explain the different sources of finance available for growing and established businesses.

	
	2.1.2 Changes in business aims and objectives
	I can explain why business aims and objectives change as businesses evolve.


	
	2.1.3 Business and globalisation

	I can explain the impact of globalisation on businesses, trade barriers used to restrict trade and can explain the importance of the internet and the marketing mix for competing effectively.

	
	2.1.4 Ethics, the environment and business
	I can explain the ethical and environment considerations on businesses

	2.2 
Making marketing 
Decisions
	2.2.1 Product
	I can explain the design mix, the product life cycle and extension and the importance to a business of differentiating a product/ service.

	
	2.2.2 Price
	I can explain different pricing strategies and what can influence the strategy used

	
	2.2.3 Promotion
	I can explain appropriate promotion strategies for different market segments, and the use of technology in promotion

	
	2.2.4 Place
	I can explain different methods of distribution

	
	2.2.5 Using the mix to make decisions
	I can explain how elements of the marketing mix can influence other elements, use the mix to build competitive advantage.

	2.3
Making operational decisions
	2.3.1 Business operations
	I can explain the purpose of business, and the different production techniques used. I can also explain the impact of technology on production.

	
	2.3.2 Working with suppliers
	I can interpret bar gate stock graphs and compare this method of stock control with just-in-time stock control. I can also explain the importance of the role of procurement within businesses.

	
	2.3.3 Managing quality
	I can explain the concept of quality and its importance in the production of goods and services, and how quality can control costs

	
	2.3.4 The sales process
	I can explain the need for good product knowledge, speed, efficiency and after-sales service within businesses to provide good customer service and satisfaction.

	2.4 
Making financial decisions
	2.4.1 Business Calculations
	I can understand and calculate gross profit and net profit.
I can calculate and interpret gross profit margin, net profit margin, and the average rate of return

	
	2.4.2 Understanding business performance
	I can use and interpret quantitative business data in the forms of; information from graphs and charts, financial data, marketing data and market data.
I can use this information to support business decision making

	2.5
 Making human resource decisions
	2.5.1 Organisational structures
	I can explain the different organisations, the importance of effective communication, and different ways of working 

	
	2.5.2 Effective recruitment
	I understand different employment roles, and the processes used to recruitment new staff

	
	2.5.3 Effective training and development
	I can explain different methods used to train staff and the importance in staff development for motivation and retention

	
	2.5.4 Motivation
	I can explain the need for a motivated workforce and can explain different financial and non-financial methods used for motivation
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Internal sources of finance for growth
Retained profit
‘Gathering the amount of retained profit needed for
significant growth could take a long time. Equally, as
Shareholders want the maximise their dividends,
Spending profits on growth can
upset shareholders in the short
term. itwill by a management task
to convince shareholders that
losses now, could lead to bigger
profits in the near future. g

Selling Assets

Assets could be sold to finance growth, but the busi-
ness needs to be sure that they won't be needing them
in the future.

Typical assets to sell togenerate addtional capital
could be:

+ Vehicles
+ Machinery
-+ Buildings
+ Land

External sources of finance for growth

Loan capital

Borrowing money from the bank is often a simple way of . m@&
‘accessing large amounts of capital, quickly. ®

Loans will b fixed with clear monthly repayments (helpful
for cash flow), however they will have interest added on top making them more.
expensive.

Share capital (ple’s/ed.'s)

Selling shares of the company to friends and family will raise capital, but you will
now share the ownership of the business with others, who may disagree withthe
way you want to run your business!

Stock market floatation (ple’s ONLY)

Selling shares on the stock market to the general public will raise capital, however
shareholders will expect dividend payments out of your profits and will want a say
in the running of the business.

Crowd funding.
Crowdfunding on websites like Kickstarter, can find

people willing to invest in your business idea. You might need to give them an n-
centive (discounts, dividends, rewards) but you will not pay interest.

Youwill need to raise at least the amount needed tosecure the funding, but one
You do you will also have a customer base ready to purchase your new product!
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Why change aims and objectives

Market conditions - the state of the economy may cause businesses

to change their priorities. McDonalds responded to the last recession with
its ‘Pound-Saver’ menu
2. Technology - changes in technology are likely to bring around changes 4
in aims. New scanning equipment in hospitals might mean they set them- i i
selves aims to improve diagnosis of certain conditions i
[i

5 Performance - ifa business is exceeding its objectives it will need new

ones, likewise if it continuously fails to meet objec-
tives they may not be realistic o

>
2 Legislation - changes in the law mean that aims w

and objectives might need to change. For example,
Diesel cars are bad for the environment and the government wants to ban Survival -> growth

them from the roads, so car manufacturers are having to think about Entering or exiting markets

hybrid or electric vehicles
(retrenchment)

5. Internal reasons - Innocent Smoothies used to be very

Growing or reducing the
workforce

et

Ily focused at their heart and cared about their fruit
growers and do

where used within their promotion material. However, : 5 5
~ Increasing or decreasing

good things for kids .. These sentiments _

since being purchased by Coca-Cola there hasbeenare- 1+ 1
duced ethical focus at Innocent productrange
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Multinationals (MNC’s)

Multinational's take
advantage of their large size
as they are able to reduce the
costs of their
products/services

&

“This is known as ‘economies |/
of scale’; when business get
bigger they save money on
raw materials, administration
and advertising”

MNCs

Low prices - keeps inflation down
Creates jobs

Smalllocal businesses are unable to compete
Profits leave the country, going back to the
HQLof the MNC

v
x
x

Protectionism . ..
Trade Barriers
< it
- Quotas
- Legislation

Tariff
A duty, or tax, placed on imports
into, or exports out of a country”

!/ Makes forcgn imports
7 comparatively more expensive

s0people are morelkely to buy
domestically produce products -
protecting our businesses and
economy

Cheap imports can lead to
+Jobloses

+ Money leaving the UK
- Business losures

V-

Consider ...

Chinese £159

o

UKe208

S
|5 china

- Specalisé i making toys
+ Use similar materials, cheap factories, low lsbour
+ Toys are very cheap (even when exported 1o the UK)

K

=" New toys businesses inthe UK can not charge low prices
(need to cover costs and make profit)

+ UK consumers purchase cheaper Chinese imports

+_ UK businesses fal, due to cheap compeition

Trade bloc
“An agreement between
countries or states to remove
tariffs and trade barriers
between them ”

« Single market
- Free trade area
* Customs Union





image6.png
Ethics
Key definitions

Ethical
“Doing what is morally right, by
octing above and beyond legal
requirements”

It about being good and doing good

Ethnic
Relating to race:

&

The ethics ofa business wilnfluence.
thei atitude and behaviour towards s
+ Customers
+ supplers
+ Employees

x

being ethical usually costs more money . . ... This
can upset shareholders and cause conflict

However,

Ethical behaviour =
Increased costs -> less competitive prices ->
lower profits

The Environment

Sustainability
g the future o tamorron,
whist g o o

Carbon emissions (C02) | Less fossil fuels|

Reduce transportation
Waste Improving the quality of production
reducig vaste wherever possile

Recycling
converting wast ntonew

Pollution
i, lad, wate, nise

Better design

Reduce transportation

Pressure Groups

Can influence business behaviour. They can cause a lot of bad pub-
licity, causing customers to avoid businesses thought to be acting

unethically or damaging the er ent.
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Product life cycle
“The stages that a product will go through during its i, depicted by a graph it will

show sales over time”

PRODUCT LIFECYCLE

“The product i often described in terms of the design mix, which includesthree
elements; sesthetics,cost and function”

At different stages of the lfe
cycle, there will be different
requirements on the business
andits marketing strategy.
Over the life cycle of 2 product
different amounts of spending
“cash outflows’ will be needed
tosupport the product, at the ™e

same time different sales reve-

nue will be made; all impacting on the profitability of the product over time.

wes

Ieally, looking for something
thatis a balance of al three.
companents

Function- doing what t
Should do well

Economic manufacture -
cost effective production

Introduction
Highlevels of spending on advertising and promo-
[ tiontolaunch the product - sales revenue s low,

Why differentiate?

and profits may be non-existent at this stage.
Growth
Considerable spending still happening for promo-
tion, but sales revenues will be increasing with popularity and increased sales. Profits
are likely to be seen although stil low

© Buyersthinkyou have something dferent and makes you
unique and worth buying

* Easier tocommunicate your message when promoting
Your product

©  stand outincrowded market places.

Maturity
Maximum sales revenues, and  reduction in the need for advertising means that
Extent the product life cycle profits are going to be at their highest here.
Modify the product i Decline

Unless an EXTENSION STRATEGY is used, the
sales will reduce over time as other products
New product launch are more attractive and profits will reduce.

Reduce the price

Encourage the use of the product
more occasions
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Price affects and is influenced by 3 groups:

- Customers,
- The Business,
- Competitors

Customers; how much are they willing
o pay, how much income does the
target segment have, how often wi

they make the purchase

The Business; costs need to be cov-

ered, how much profit do they want
to make, where isthe product in the
life cycle,

high or low quali

Competitors; how many competitors.
are there, how much do they charge,

is our product si ue?

OF MARKETING

Short-term pricing strategies

Loss-leader pricing EIeag

Involves charging 3 high price
imically, when a product s in
high demand (tech products)

/ Sosdtornew nghend

products.

o0ds below the cost o prod-
s, often used by retilers.

Aoracs cusomers tadverded
/ Incresses revenue =5 customers
o

iy Maximisas revenue from

Js——
Willesd toloses other
e R T—

[ s
unt prica fals

Long term pricing strategies

I == e

B2 on what other businssses Cost based on how much it costs

charee, 20 n markets with lots of o produce

smiar products )
VT R—— helps achieve desied profit

casytoapply No consderation of whst

‘competiiontsnot based on price,
PR ——

competitors charge

3¢ Do ot conssrsamans o
the product

B zmeee=

price penetration

Low price foralimited period of

e —
e

e m—

Customers will xpact lowprice
i used or toolong

Compastors may lso reduce
prices [price war]

Pychological pricng,
Involves seting pricesin viay
thatis designed to influence
customer perception. Charm
pricin (£.0.99) or prestge (high)
// Intaencs cusamarvewsor
produc (vgh price high
auaity)

|/ Can surac customers to your

brand

Quality must match costavel
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Product trial

Advertising

“The use of media to communicate with existing and potential customers about

“Methods to encourage consumers to sample/try a product for the first

time’

aproduct or service”
Can be effective, but expensive to hand out ‘free stuff

Communicate the right message
Message needs to be seen at the right

time, by the right people (segment) D
Use most appropriate media D e P )
Media - expensive, so needs to be right meth- @@®

‘od and effective ( Think target market
DIGALL)

Free samples (food) E
Free trial (magazines, Netflx, music streaming) RE

TRIAL

“Tril offer —reduced prices (products)

Sponsorship

“supporting an event, person or organisation by [N

providing financial support or products and services” 3

Things to consider:
Branding

Can effectively build a businesses profile, and improve relationships and reputa-
tion with community/customers. Can be risky, as negative publicity at events or
with sponsored individuals can tamish the brand.

Giving a business or product an identify or
personality, making it stand out in the market- "

Think drugs in sport ... And the impact on the sponsoring company.

place

= Special offers

“The use of incentives to persuade a consumer to

i make a purchase”

Targeted online advertising (cookies), target market
Includes: discounts, competitions, BOGOF, point of sale material,

free gifts, loyalty schemes. Viral marketing—using social media to reach huge audience

Short term strategy only E-newsletters—offers and links to dlick on to make purchases
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Retailers (physical stores)

“Physical stores and shops where purchases can be made.
Retailers can be retail shops on the high street, wholesalers,
agents or directly from the producer”

Advantages

/ Allows you to access ‘passing trade’ market, with attractive
Store fronts in busy locations

-/ Customers can ask questions and build a relationship with the
seller, likely to lead to repeat purchase and understanding your
customer better.

/' Some people willonly purchase n store
Disadvantages

Cash heavy, as retall outlets need to be stocked with products,
can cause cash flow issues

Rents and mortgages can be expensive overhead costs, eating
intoprofits gy
!

k DIGALL!!

Based on the target segment, what is the best way to target your
customers?

Are certain products best placed where they can be touched, seen, smelt, sat on
(sofas, food, beds, fumiture, pets and animals)

E-tailing

“A business that only uses e-commerce to gain sales for example, Amazon”

Advantages
./ Lower operating costs, without a physical store

Access to aworld-wide audience from a single location, which opens up many
markets across the globe, which should increase sales

' Rapid expansion, with relatively low costs
Disadvantages
x Lots of competition, and more difficult to stand out as ‘different’ online

§¢_ Some products/services can not be best delivered online which means this s
not suitable

3 2477 operations, so need a plan to cope with ths demand

Hard to build customer relationships when not face-to-face, this also results
i customers being less loyal too.

By 2021, mobile ecommerce sales are expected to account for 54%
of total ecommerce sales.

However, “Only 12% of consumers find shopping on the mobile web convenient*
Meaning there is a lot of room for business owners to make their m-commerce
experience something that helps them stand out
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Technology and

production

There s lots of new technology
available to businesses, some
will improve the service
delivered to customers and
others will have a huge impact
on the production of products.

Technology to be aware of
includes:
3D printing—for modelling and pro-
totypes
‘CAD—Computer aided design

CAM—Computer aided manufac-
ture

Robotics

Scanning and imaging—medicine,
detection

Drones - war, deliveries

rpose of business

“Businesses exist to either make products or provide

a service”

Methods of production

&5

Job production

Used to produce one-off
products, often customised
or handmade by skilled
workers who complete one
item before starting the next

V' Exact requirements
V' Quality - skilled workers
' Varied work

% Slow and time-consuming

% High costs

% Doesn't utilise machinery
well

Batch production

Used to produce a range of
similar, closely related
products, made in groups
allowing small changes to be
made before production
starts again

V/ Variations

V' More items produced

V' Lower unit costs (bulk
buying)

% Time between batches
 Increased stock holding
% Less skilled, staff bored

Flow production
Used to produce large
numbers of identical
products, production is
continuous

 Fixed costs are spread
V Identical products
/ Consistent quality
 Usually automated

% Inflexible

 High initial investment
costs

% Breakdowns
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A good supplier will provide a business with
products , raw materials or components in the
right quantity, at the right time at the right
quality, if not then

Orders not filled
Limited choice or no products

Just in Time

« Holding stock that does not sell is costly, because of
this some businesses change to a method called Just In
Time or JIT.

« JIT = “The business holds no stock - materials and
L& components they are ordered and delivered when
needed”

Loss of customers
Poor reputation

@ e

The Colonel is working on it

Loghtics and supply
“The organisation and transportation
of goods” or “the management of

transport of raw materials and goods”

Cor manufacturers are a good example of T - Businesses which supply
components to the car manufocturers deliver parts to the production line as
and when they are needed

THE CHICKEN CROSSED THE
ROAD, JUST NOT 10 OUR
RESTAURANTS..

CRITIQUE
+ Stock does not reduce steadily all of the time
+ In some weeks, sales may be very high

Just in Case stock control

Max. stock level

Re-order level

Quantity of Stock

Min. stock level

Time period

+ Also, supplies may not always be delivered on time
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Quality

o

s diffeent customers have iferent customer needs, they may aso have different
perceptionsof qualty.

&S “Quality is how well a product has been
made, the purity of its ingredients or raw
materials or how long it willlast”

Qualty s therefore about being it or purpose” and i udged by the consumer

uality control

“Where quality is checked at the end of the production process”

* Quality controllers make these checks or tests (depending on the
product)
[ — |

Qualty control ony serves o remove defect products before geting 1o customers,
and doesn't ook a the rocess o the reasons for the falt, s mears that GC does

Quality and costs ..

Improving quality will cost money in terms of training, retraining, machinery
2nd sourcing higher qualty components/materiaks. However, the long-term
TRADE OFF s this could actual reduce wastage costs and increase profits

uality Assurance

“Where quality is checked throughout the manufacturing process ”

Expensive in the short term, BUT can reduce costs over a longer term in a re-
duction in defects
+ Quality checks at every stage of the production process, to
prevent the manufacture of sub-standard goods.

« Suppliers become more important, as they need to have high
quality too

Quality control (QC)

Focused on identifying defective products

Quality assurance (QA)

Focused on improving the process.

Finds and eliminates problems Establishes a good quality management.

systems

Makes quality the responsility of one
person/team

Makes quality the responsility of all

Quality for competitive advantage

Some businesses willtry to stand out from their ivals (dfferentiate) their productor
service, based on itshigh quality reputation.

Gaining a quality markis seen by potential customers and busi-
nesses an ndictor of this quality and
bsi addedvalue

o

O
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The Sales Process

“The sales process is circular. If the sales process.
JZS’ is managed well it should lead to customer
loyalty and repeat purchase”

1. Customer
merest |

2.5peed and
efficency of
service

A Postsales
Service

3. Customer
engagement

2.5peed and efficiency of service
Time is important to customers and therefore

1. Customer Interest

A business must make the customer interested in their
offering, this can be achieved through marketing via:
+ Sponsorship

* Branding

* Advertising

« sales promotions and special offers

Another way to attract interest s through product
knowledge ~ often important for face-to-face transactions.
Good sales staff add value, and promote the features and
benefits of their product/service

Hardvasoft o nterest

* Sponsorship

+ Branding

- Advertising

+ Sales promotions and special offers

A business must make the customer interested in their
offering, this can be achieved through marketing via

Another way to attract interest s through product
knowledge — often important for face-to-face transactions.
Good sales staff add value, and promote the featuresand
benefits of their product/service

business need to be able to deliver on-time and | |3- Customer Engagement
speedily In situations where the ‘transaction’

If two services are similarly priced, customers
are likely to base decisions on
delivery/appointment times or installation

person
E-tailers — must ensure their websites are easy
to use and make purchases quick and simple

Retailers— need to reduce
waiting times, queues

Its vitalthis rela-
tionship i  good one:

takes place over time (house buying,
car purchase) there will be more
lengthy and multiple interactions
(convenience) between the customer and the sales

%

4. Post-Sales Service and customer feedback

This relates to support given after the purchase. Like to involve
help to use their product or sometimes a complaint.

Some products have after sales services as standard: re-waxing
jackets, annual services, warranties

Aftera service business will as for feedback or reviews. These
can be in the form of questionnaires sent, emailed or texted to

customers * ko k ¥
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Technology and customer service

* %ok ok
Itis increasingly easy for a negative customer
transaction to become public knowledge with the internet and social
media platforms. Complaints are no longer only directed to the compa-
ny but also to the public. A company's reputation can be seriously
damage by these online reviews and so it s importart that businesses
try and prevent them from happening in the first place, and solve any
issues quickly and to the customers satisfaction

Technology:
« Trip Advisor
« Google review
« Facebook pages

15 years of HSBC experience
Banking with HSBC for 15 years.

(Good things: mostly works, fast ransfers, paying in machines i branch,
loan and credit card process pretty good.

Bad things: overloaded customer senvice, got stuck in a fraud alrt thing
which stopped me buying a travel card every damn week for  year,
oniine banking refuses to work on Safar, apple pay wont actiats on my
debit card, i’ vitualy impossible making large transactions on debit
cards, when my cards were stolen they refunded al

ransactions that

were made then took them back again even though | did't make ther

E-taili

“A business that only uses e-commerce to gain sales for example, Amazon”

E 3 /’,
2%
LN

- =
-

Advantages —r

./ Lower operating costs, without a physical store

/ Access toa world-wide audience from a single location, which opens up many
markets across the globe, which should increase sales

/' Rapid expansion, with relatvely low costs
Disadvantages
3K Lots of competiton, and more difficulttostand out as “cifferent online

‘Some products/services can not be best delivered online which means this is
not suitable

24/7 operations, so need a planto cope with this demand

Hard to build customer relationships when not face-to-face, this also results
in customers being less loyal too.

By 2021, mobile ecommerce sales are expected to account for 54%
of total ecommerce sales.

However, “Only 12% of consumers find shopping on the mobile web convenient"
Meaning there is a lot of room for business owners to make their m-commerce
experience something that helps them stand out
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Net profit
Profit after expenses/overheads have been removed.

Gross profit

‘German for i’ this profitis the most basic type, shoving what you make fromthe
products sold minus the cost of selling the goods.

“This is 3 more realistic type of profit as most of the businesses costs
have allbeen accounted for. Expenses are al of the FIXED COSTS

Net Profit = Gross Proft - Expenses

Its the contribution that wil go towards paying the fxed costs of the business.

T onoss ronm romwua

GrossProfit - Fovenve - OGS

Net Profit Margin
OGS- cost of ales/total variable.

s & at
Gross Profit NetProft MarginFormula = “":" 0

Gross Profit

Gross Profit Margin = ——
Formula Revenve

Average rate of return
Average rate of retur

average amual profit (total poft/mo.of years)
Cost of mvestment

Average ate of retum (%)= 10

The gross proft margin

AR messures the return or proft from 3 proposed capita project the higher the
parcentage the more proftablsthe business idsa.

oy ol EXAMFQEUS

I the sxam you might be ssked to recommend Option A or Optin &, if you sre gv-
0 the informstion to clculte ARR then this wil upport your snswer interms of
which wouldfinsncislhave  betcerinvestmsnt patantsl
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Using data

You ara required to use and in-
terpreta range of quantiatie
business data 2 part of business
gecision making.Inthe exam
vou could be given numerical
informton in the form of, for
exampl: charts or graphs whicn
may includs finandal data such
2 sie2 revenue or marketing
aats, percentage incraase in
sl volume or market dats
such 35 average incomes and
use this informstion in business

secision making

in Figure 1 on the g

A

Figure |

Financial information

Assessing its usefulness . ..

Uses (advantages)

Visual information in charts and graphs
make identifying trends easy

Data can be compared year on year to
identify issues or changes quickly

Lots of information available on con-
sumer incomes, the economy, ex-
change rates, interest rates

tions
Statistical data, including market re-

search, can become OUTDATED, and
therefore nolonger reliable:

WHEN the data was collected can also
be anissue, especially for seasonal busi-
nesses—ifit was collected during the
BUSY period, it might not be a realistic
picture of the situation

Hard to know who collected the data, its
original purpose or whether it was col-
lected accurately
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Hierarchy

“Pyramic-fike ranking of individuals, showing the chain of command and
responsibiites of staff. The higher up the greater the level of authority”

Tall hierarchy

Talstructures have many evels of
irarchy, and long chains of

command

Advantages
Close supervision

/+ Clear progression promotion)

"+ Clear management

Disadvantages

3+ Freedom of employeesis
resrcted

X High management costs

3¢+ Decisions are slow

Flat hierarchy
Flat strctures are often
compicated and used in smaller
businesses

Advantages
/+ More communication
7+ Quick decisions

Disadvantages
€+ Less progression forsaff
- Ganprevent growth
€ Job roles are unciear

ddidiirsrand

Centralised vs. De-centralised

Centralised-—susinesses ot hove o Decentralised- “cecizon mating <
centrafised structure kesp decisionmoking  spread ou to include marejunior

firmly ot the top of he hirorchy managers in the hisrarchy, oz well
. individual business units or trading loco-

Advantages Advantages
'+ Common polcies and practces '+ Able torespond to local
conistency circumstances (customer needs)

improved customer service
/+ Improved mothation of stff

/- Easytocontrol
/+ Econamiesofscale

Disadvantages
3¢+ Decisons can tke alongtime to '€ Difficult o ensure consistency
reach individual branches 3C+ Harder to manage financisl
3¢ Slowto respond to localchanges control
3¢ Reduced mativation of managers 3+ Decision making not ahways
= as theyhave a lck of control aims-based

Disadvantages

Chain of command
“The path or chain down which orders are passed down the or-
ganisation”

Subordinate
‘ny individual your are directly responsible for in the hierarchy. They are below
You (sub) inthe chain of command

Large companies with longer chains.

> Messages can get lot (Chinese whispers)

> Managing change - further down resit change

> Demortivats workers — feel outsiders - reduce eficiency and
productivity

> Lots ofayers tribal mentality’ —focus on own affairs not
businesses aims = ead toineficiencies

DELAYERING

Removing layers of management and workers in  hierarchy so that there.
are fewer levels in the chain of command
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Different ways of working

Full tme Can be expensive, sspecialy fon more.

Working sround 40 hours par wask than minimum wage

Part-tme Less regular work can mean staf sran't

Usualy anything up to 30 hour per flly updated sbout wht they nesd to
wesk, bs can b less know

Can be s raisble

Flexible hours Can men s staf st undsrable timas
Sffhave = number of hours they
ara required to work, but can start
and finisn to st them

(Friday aternoons) which can impact on

Permanent 1700 no longer nesd the taffyou need

Have = ful contractof amploymsnt €0 80 through the redundancy process
thatisindafiits(n0 tm e which is Sme consuming and expensive

sricons)
Temporary Temporary staff may not fee! par of the
Staffonly employed towork for 3 werkforce

certain Sme period (Christmas, ma

ternitycover)

Lack of commitmant to th argansstion

Frectance Fraslance staff have It commit-
Worker nt part of the firm but

Brought i tosolve 3 pareicularsue

ment to your organisation and might
use your idess with other compnies

Technology and working (cficiency, remote working)

251

Technology in the form of email, laptops, conference callng, face time have
meant that some stoff are able to effectively work from home (remote working),
or anywhere in the world! This can improve efficiency, butbeing contactable 24/7

Organisational

con be ovenwhelming for staff

structures 2

Communication in the workplace

Communication s essential to ensure that allstaff know
important information, they know what the businessis
tryingto achieve and what s going on at work

There are many methods of communication used at work
o inform staff of what they need to know, including:

+ Telephone calls

Email
+ Staff newsketiers

+ Meetings

R E9s8
Pt T ¢

+ Briefings
+ Intranets (iternal
internet)

« Tuitter

Excessive Communication

Too much information can lead to ‘information over-
load" and can make employees feel stressed and
overwhelmed. It is also likely that they will forget
important information because they have been told
S0 much by email, meetings, in the corridor conver-
sations

Insufficient information can mean the workforce has
little clarty,lacks understanding of what they are trying.
o achieve or inthe worse cases they do not have the
ight information to give to customers!

Technology has also improved efficiency—dealing with customers, defveries etc.
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Director
A director is 8 person who leads  particular area of
company. Companies that use thi term often have many directors
spread throughout different business functons or roles (68
irector of human resources) “IThe director usualy reports directy
tothe CEO

Key business functions

= Human resources (HR) sssorsoi fo e empoyess witinine
ks fomecrtmen orerament St grieances and cmpins.

= FINANCE rinsnce wit enure e correc acount maragementofth i, the

paymentofbils rwoices)and the colecrion o b They wilset department
udgetandproduce frandalstatemertsatihe end of every year.

Senior managers
Senior Managers ae responsible or the overall perations and
profitabiity of 3 company or insttution. They overse the acthities
of a singe division or department they manage

= Sales and marketing rroncsors amssgs srd sverssrg s
e

Supervisors/Team leaders

A supervisor s responsioie for the day-to-day

smal group. Typicalythe supervisor has experience in what the

700D does and has earned the position based on management's
elie that he/she is apable of guiding the team.

= LOBISHCS traung ratine rosuct s n gt sc st e rgne imesnd
-

= OPErations mesartmert resansbisfor o reaono e rosict.

Ofeniworking i factoris o warehouses 1 furdion ersurss e productis avais:
e

Operationai statt
Operational staff cary out the day-to-day work of the company.
"They may work on the ront ine with the customers,or be i
finance, operations These are the workers, and wil make up the
biggest part fo the workforce

Customer Services s funion s ressorsie for cstomer inarsc:

iorsand the sales proces. They e ith ustomer enguiris, customer complains
andhave the abity torealy make the company shine, o make customer cecide o
52 rva usissinture.

Support staft
Suppor staf cary out key functions to ensure the business
‘oeprates smoothly. They are usualy IT, agminstration based roes
‘and support the work being 3o by everyone above them in the

Perarchy

= IT runcionresponsiv forinformation echnokgy,inciuding POS ystams,ghone.
e, ordering systems, webstes and daabases eldfor staffand istomers.

= Administration

adminisation’eeps thebusiess up 1 dste:and ensures ear communication with-
nthe busines and with extenal sakeholders. Typical s indude; seretarialwork,
lestes, phoves cal, ervats and dary maragement
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Internal recruitment

“Recruiting from within the business”

Advantages
«Knowledge of the business, so less
training and induction needed

« Already know the applicants
strengths and weaknesses

Disadvantages

+ Missed opportunity to bring in new
ideas and skill from outside

« Some staff may become demotivat-
edifthey did not get the promotion

+Opportunities for internal promotion
increase motivation and retention of
staff

Person Specification Job Description
Content includes: Content includes:
+ skills p + Hours:
+ Qualttes + Location:
+ Qualifications + Wage/
Tobrns + Responsible
Fcon
ot to:
+ Accountable
for:
a + Main duties

Exteral recruitment

“Recruiting from outside of the
business”

Advantages
«Fresh ideas from new staff

Disadvantages
+ Expensive and time consum-
+New skills and expertise from ~ ing

other people/businesses + Lots of training needed for

new staff to familiarise them-
selves with the company

+ Conflict with existing staff

Recruitment documentation

Employer (vacancy)

* Job description—outlines the job role, pay, location

* Person specification - skills, qualities of the individual
+ Jobadvert

Potential employee (candidate)
* CV+ covering letter
* Application form
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Formal training

“Eplici rining with lar goasand aims, kely to beschduled and planned for”
i for specais courses, collegs couse,raining programmes.Canbe xpensiveand
ime it mployes ar nat woringwhist tistriing ke lace.
Informal training

“Morerloxe, natural erning. My hoppen hrough exprienc o b sl irect”

Observation, discussions,seif-sarning,tisland arror sarning from mistakes). Customer
Services could be impacted by tis and error however very cost sfiective 2 t s ontherob.

Self-leaming
“Lcrning done by onesef, without a teacher or instrctor”

Could b useul f youre 00Kng 9 gin 3 promarion or spply

for 2 job within a different setting. ¥
Ongoing training

“Regular training " ssantisl in dynamic businesses, or those with lots of olicies 3nd pro-
ceduras that keep changing. Educasion, healthcare and technology wil be fisds wher on-
soing trining s nscassary o &nsure 3 successful sl process and customer loyaty/

New technology—retraining

‘As many businesses upgrade their computer systems, or ntroduce
new machinery exsting staf will need retraining.

“This isusually a good opportunity for staff to getnewskills, but some willfind change:
‘and new technology intimidating - 5o it should be conducted carefully and i 2 sup-

Performance Appraisal and target setting

Most employees will be set targetsby their managers These targets will
help the manager meet their targets and the managers il help the busi-
ness mestits overall aims and objectives.

Targets will besetyearly, and at an appraisal meting with a ine manager
they willbe reviewed. Staff will have either fail / met/ or exceeded they
targets. They can be used to ientify training needs.

Many businesses then offer INCENTIVES based on performance. This s
often in the form o performance related pay (PRP). Ifan employees
meets all oftheir objecties it s lkely that they could receive a perfor-
mance based salary increase, or abonus (see financialincentives)

~Performance apprasals can also be used to manage and motivate
employess.

Retention and motivation

Training shows an investment in staff, and employees are like to value
this training s a way of improving themselves, their skils or their ability
to apply for promotions. Training i also fundamental in ensure that staff
are able to be successful n their ob roles.

If staff feel that their employer values them

and has invested money in their training and vy
development, they may become loyal to the ‘.;‘ ‘J«V

business and therefore less likely to leave. This
reduce labour turnover, increase reten-
tion and keep skills within the business.

IN PEOPLE




image23.png
Motivation

“Intemal and external factors that make i

ividuals committed
to 2 job, or make them put in the effort to attain a goal.”

Motivation is important to gain from staff as it will lead to benefits to
the business in terms of:

1. Attracting staff; if staff morale is good employees will talk
‘about their work. This word of mouth can help a business
attract good staff

2. Retention; if staff are com-
mitted to their jobs and work
then they are less likely to
leave and find employment
elsewhere. This can save the
business money on advertis-
ing and new staff training

3. Productivity; happy staff
‘work harder—ful stop. This
can reduce business costs in
the form of labour costs per
unit

Businesses will need to use a range of financial and non-financial incentives.
‘Some business are not able to afford financial incentives, as they need to
reduce costs as much as possible, Even some bigger business may not use
financial incentive much, as they can upset shareholders who will receive
less in dividends, if employees receive more (stakeholder conflct)

-

1. Job rotation - moving around doing different job
roles, helps alleviate boredom but also builds
skill of staff

Non-financial methods

2. Job enrichment- giving employees more responsibility, and tasks
usually reserved for management

3. Autonomy - allowing employees to make their own decisions
Recognition - high fives, praise, employee of the week

Financial methods

Remuneration -payment for work inthe form of salaries or wages
(Minimum Wage/ Living Wage legislation)

2. Bonus- paid for meeting targets, lump cash

3. Commission- % eamt on each sale made.

4. Promotion- Esteemneeds and additional pay

from promotion at work, given more responsibilty oo

5. Fringe benefits

Senior staff- mobiles, laptops, cars

\\o.,m.m i —





image1.png




image2.png
(e ]
T -n—-n

« Slower method of growth, which can result n rivals gaining a com-

Internal (organic) growth ‘ EERs e SIS R e S S e
« 1ftoo many branches are opened at once, it can catse serious CASH
“involves expansion from  « Opening new outlets. FLOW issues as new stores come with highstart up costs.
within a business” + Expand overseas

+ Change the marketing mix to
attract new markets
« Introduce new products

Growthin general
‘Growthwill kad to the potential for increased sales, more branches will
likely increase recognition in the marketplace. Having a large market share

+ Use new technology shouldresult n th abifty o male addiionalpraits. . A kst n the
longer term (A03b)
P —
[
+ -

External (inorganic) growth . B e poreeeantter b

“Occurs when one business joins with another * Conflict between new and old business, especially if managed differ-
business” ently.

+ Takeover — where one company takes | * Diseconomies of sele - duplication of roles can ead to highercosts.
“The new business should consider i they need to make some posi-

over another s o

* Merger -where two companies
combine to become one organisation





