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Unit 204 Understand Employer Organisations  

An organisation is a social unit of people that is structured and managed to meet a need or to pursue 
collective goals. All organisations have a management structure that determines relationships 
between the different activities and the members, and subdivides and assigns roles, responsibilities, 
and authority to carry out different tasks. Organisations are open systems--they affect and are 
affected by their environment and also external factors. 
 

Types of Sector	
A sector is an area of the economy in which businesses share the same or a related product or 
service. Each of these sectors has similar and differing motivations or goals. Consequently, their 
Customer Service Offers (or promises to their customers) will reflect these goals.	
 
The Private Sector 

The private sector is independent from the Government and is driven by 
financial profit. They want to attract new customers and build relationships to retain 
customers so that they will spend more money. The money can then be used to grow 
the business and make profits which benefit private individuals who have a stake in 
the business, for example shareholders. The products and services offered are 
usually for material things people choose to have in order to have a comfortable and 
secure life such as homes, belongings, food and drink and entertainment, insurance 

and savings. 
 
Examples of private sector organisations include Marks and Spencer and Sainsbury 
	
Some of their primary activities include: 

• Advertising to attract customers 
• Offering Unique Selling Points (USPs) and Unique Service Offers (USOs) to compete with 

other organisations in the sector. 
• Tempting customers with special offers such as discounts 
• Offering loyalty schemes to retain customers 
• Collecting customer feedback to improve products and services 
• Recruiting paid staff who will be able to deliver consistent quality of service 

 
The Third Sector (or Voluntary Sector) 

This is also referred to as the ‘Not For Personal Profit Sector’. Its primary aim is 
to support people in need and its main feature is that it does not aim to make 
a profit. Its services seek to support individuals, groups and countries to promote 
better quality of living, equality and fair treatment of all occupants of the planet. It 
relies heavily on donations from the private sector and sometimes Government. 

Examples of voluntary sector organisations include trusts and charities such as The Wildlife 
Trust and Save the Children. 

Some of their primary activities include: 
• Advertising and campaigns to raise awareness, seek volunteers and donations  
• Publishing of information such as booklets and leaflets to explain services in detail 
• Communication to users, such as newsletters, appeals and promotions 
• Research to address local, domestic and international issues 
• Supporting Government Policies such as The Environment, eradication of poverty, disease 
• Recruiting paid staff and volunteers who will be able to deliver consistent quality of service 

 

http://www.businessdictionary.com/definition/unit.html
http://www.businessdictionary.com/definition/structured.html
http://www.businessdictionary.com/definition/need.html
http://www.businessdictionary.com/definition/goal.html
http://www.businessdictionary.com/definition/management.html
http://www.businessdictionary.com/definition/structure.html
http://www.businessdictionary.com/definition/relationship.html
http://www.businessdictionary.com/definition/activity.html
http://www.businessdictionary.com/definition/member.html
http://www.businessdictionary.com/definition/assign.html
http://www.businessdictionary.com/definition/roles.html
http://www.businessdictionary.com/definition/responsibility.html
http://www.businessdictionary.com/definition/authority.html
http://www.businessdictionary.com/definition/task.html
http://www.businessdictionary.com/definition/open.html
http://www.businessdictionary.com/definition/environment.html
https://pbs.twimg.com/profile_images/453545705622106112/6ERHbJBN.jpeg
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The Public Sector 
The public sector is the part of the economy concerned with providing various 
government services. It includes such services as the military, police, public roads, 
public education, along with healthcare and those working for the government itself, 
such as elected officials. It is designed to offer services which benefit all of society 
rather than just the individual who uses the service. Personal profit is not the 

objective but more prevention and support to the community at large and it is generally financed by 
public money sourced from taxes. 
Examples of public sector organisations include Government departments e.g. The 
Department of Business, Innovation and Skills, The Police Force and The BBC. 
 
Some of their primary activities include: 

• Advertising to provide public information on services available 
• Publishing of information such as booklets and leaflets to explain services in detail 
• Communication to users, such as hospital appointments 
• Research and monitoring of services to improve support and protection of the public 
• Supporting Government Policies such as The Environment, eradication of poverty, disease 
• Recruiting paid staff who will be able to deliver consistent quality of service 

 
Franchising 
An entrepreneur can opt to set up a new independent business and try to win customers. An 
alternative is to buy into an existing business and acquire the right to use an existing business idea. 
This is called franchising.  

     
A franchise is a joint venture between a franchisee, who buys the right 
from a franchisor to copy a business format and a franchisor, who sells 
the right to use a business idea in a particular location. 
Many well-known high street opticians and burger bars are franchises.  
Opening a franchise is usually less risky than setting up as an 
independent retailer. The franchisee is adopting a proven business model 
and selling a well-known product in a new local branch. 

Main Advantages: 
• Association with a well- established brand, reputation and product or service. 
• Assistance with site selection, lease negotiation, site development, builders and shop fitters; 
• Assistance with outlet design and equipment purchasing.  
• Initial management training and continuing management assistance. 
• Access to group/national market research, along with advertising and merchandising 

assistance.  
• Access to established standard procedures, operating manuals and stock control systems;  
• Assistance in securing finance and sometimes financial assistance in establishing the 

business. 
• Access to financing packages which may be more attractive and easier to access than for non- 

franchised businesses.  
• Access to established financial systems and checks which can provide early warning signals 

to highlight trouble spots.  
 
Main Disadvantages: 

• Less autonomy in some business decisions (franchisees generally have to operate the 
business according to the franchisor's operations manual).  

• Restricted territory in which you may operate and/or promote your business.  
• On-going payment of fees to the franchisor. 

http://en.wikipedia.org/wiki/Police
http://en.wikipedia.org/wiki/Public_road
http://en.wikipedia.org/wiki/Public_education
http://en.wikipedia.org/wiki/Official


3	
	

• Less control if you decide to sell your franchise business as there will be a set of procedures 
for you to follow, including getting the franchisor's approval of the buyer.  

• If you sell the business you will usually have to pay a fee to the franchisor as outlined in the 
franchise agreement. 

• At the end of the franchise term, the franchisor is not obliged to renew the franchise, in which 
case the business and its goodwill revert to the franchisor. 

 
Organisational Structure 

 
Organisational structure refers to how the workers within a business are 
organised and how they relate to each other. A visual representation of the 
structure can be shown in an organisation chart. This shows who has authority 
over whom and the different roles that workers carry out. 

 

Hierarchical Organisations 
A hierarchical (or ‘tall’ structure) has a longer ‘chain of command’. Employees are 
ranked at many different levels within the organisation; each level is one above the 
other. Like a pyramid, there will be less people at each level the higher up you go, 
usually with one chief executive (CEO) at the top. Most larger businesses will use 
this type of structure. 

The advantages of a hierarchical structure are: 
• Clear path of promotion for employees. 
• Authority and responsibility are clear and well defined. 
• Employees can specialise and develop expertise in their field. 

 
The disadvantages of a hierarchical structure are: 

• Communication between different departments may be less effective. 
• Bureaucracy can slow down decision making. 
• It may be more difficult for the business to adapt and change. 
• There could be rivalry between departments leading to decisions that benefit one team, 

instead of the organisation as a whole.  
 

Flat Organisations 
A flat structure is when the business either has no management layers or 
where ‘chain of command’ is very short and staff level employees all report to 
one overall manager. This type of structure works in small businesses and 
those that need to be very flexible. 

The advantages of a flat organisational structure are: 
• It is able to respond to local circumstances. 
• Better communication and relationships between different roles. 
• Simple, faster decision making processes. 
• It is easier for the business to change and adapt.	

	
The disadvantages of a flat organisational structure are: 

• When employees don’t report to specific manager there may be confusion. 
• Employees may be less specialised. 
• It may not be feasible to maintain this structure as the company becomes larger. 

 
 

http://www.google.co.uk/url?sa=i&source=imgres&cd=&cad=rja&uact=8&ved=0CAkQjRwwAGoVChMI79q52PO-xwIVZqHbCh3hdAS5&url=http://businesscasestudies.co.uk/unison/developing-responsiveness-through-organisational-structure/the-structure-of-an-organisation.html&ei=CJTZVe-2HebC7gbh6ZHICw&psig=AFQjCNGAyYWzXx__9RMnCl5g92vTPflV4g&ust=1440408968596979
https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCLebvqj5vscCFQc8GgoduuYJhA&url=https://www.boundless.com/management/textbooks/boundless-management-textbook/organizational-structure-2/trends-in-organization-27/flattening-hierarchies-156-3983/&ei=7pnZVbfsHof4aLrNp6AI&psig=AFQjCNFgtoDFtH0DE35EO3OQK9mJpfrHxQ&ust=1440410440428564
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCOWV2dz5vscCFQrZGgod4lEPUg&url=http://businesscasestudies.co.uk/british-gas/roles-responsibilities-and-career-development/organisational-structure.html&ei=W5rZVaX8PIqya-KjvZAF&psig=AFQjCNHVgJxjk_VK_HtQebqSpiq56yQGRQ&ust=1440410550502889
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Centralised and De-centralised Organisations 
 
 
 
 
 
 
 
 
 
 
 
 
 

Centralised Organisations 
In centralised organisations, the majority of decisions are taken by senior managers and then passed 
down the organisational hierarchy. 
 
The advantages of a centralised structure are: 

• Easier to implement common policies. 
• Easier to co-ordinate and control activities centrally e.g. budgets. 
• Quicker decision making. 

 
The disadvantages of a centralised structure are: 

• It can be bureaucratic (many layers). 
• There can be limited authority down the hierarchy which can be demotivating for managers. 
• Customers can miss out on flexibility and speed of local decision making. 

 
De-centralised organisations 
Decentralised organisations delegate authority down the chain of command, thus reducing the speed 
of decision making. 
 
The advantages of a de- centralised structure are: 

• The business can respond to local circumstances 
• Decision making is closer to the customer. 
• Staff are likely to be more motivated. 
• It encourages training and development of junior staff. 

 
The disadvantages of a de-centralised structure are: 

• It can be harder to ensure consistency throughout the organisation. 
• There can be duplication of roles. 
• There may be lack of strong leadership, for example in a crisis. 
• It is harder to control spending. 

 
Features of Legal Structures 
There are a range of legal structures associated with different forms of business: 
 
Sole trader businesses are the easiest to set up because there is no complex paperwork. The 

business and the owner are the same person in law. The sole trader has unlimited 
liability which means that they are responsible for all the debts of the business. The sole 
trader has to produce an annual accounting return for the Inland Revenue.  

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCNfExdKTxccCFQow2wodOTcI5Q&url=http://www.gograph.com/stock-illustration/trader.html&ei=2NrcVdf4G4rg7Aa57qCoDg&psig=AFQjCNHWL-iB7kcHBhadg03Cg9bTXwXXKQ&ust=1440623692466363
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCOXwyPSexccCFcQ4Ggod_P4Lqg&url=http://www.slideshare.net/hfonfe/2-organisational-structure-of-a-businessa-17001286&ei=qObcVeX8JMTxaPz9r9AK&psig=AFQjCNEwWbeR32tl78FU7XJ6OCuSH9f6lQ&ust=1440626710183965
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A partnership is a single business where two or more people share ownership. Each partner 
contributes to all aspects of the business, including money, property, labour or skill. In 
return, each partner shares in the profits and losses of the business. A partnership 
agreement is a document made out by the partners and witnessed by a solicitor. This 
Deed sets out the legal relationship between partners e.g. how profits will be shared out, 
responsibilities of partners etc. In many partnerships the partners also have unlimited 
liability i.e. they are jointly responsible for the debts of their partnership.  Unlimited 

liability is not capped at a maximum amount and exists regardless of the amount of investment each 
owner has personally made. If the business is unable to meet any financial obligations or settle any 
outstanding liabilities, personal assets can be seized to satisfy the debts. In some large partnerships 
e.g. accountancy firms there can be limited liability. 

 

Companies are separate in law from the individual owners (shareholders) of the business. This 
means that should the business run up debts the shareholders are only liable for these 
debts up to the sum they have contributed to the company. A number of Companies 
Acts have been passed setting out ways in which companies should conduct their 
affairs. 

To register as a private company (Ltd) or PLC (Public Limited Company) various documents must 
be registered at Companies House in Cardiff including a Memorandum and Articles of Association 
setting out internal relationships within the company, and external relationships with third parties.  

The Organisational Environment 
Every organisation is affected by both internal influences and external influences. 
 
Internal Influences 
	
Policies 

 These are principles, rules, and guidelines formulated or adopted by an organisation to 
reach its long-term goals and typically published in a booklet or other form that is widely 
accessible. Examples include Health and Safety Policy, Equality and Diversity Policy, 
Customer Service Policy. 

 
Procedures 

These are fixed, step-by-step sequences of activities or courses of action (with a definite 
start and end point) that must be followed in the same order to correctly perform a task. 
Repetitive procedures are called routines. Examples include booking a visitor into 
reception, processing invoices and dealing with incoming and outgoing mail. 
 

Systems 
These are made up of detailed methods, procedures and routines created to carry out a 
specific activity, perform a duty, or solve a problem. They consist of interrelated elements 
which continually influence one another in order to achieve the goal of the system. All 
systems have inputs, outputs and feedback mechanisms. Systems stop functioning 

when an element is removed or changed significantly. Examples of organisational systems include 
purchasing, accounting and IT. 
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Organisational and Team Structure 
Having the appropriate structure is vital for an organisation or business to meet its 
aims and objectives. A business may be structured by functions, location or by product 
or services. All organisations have employees working at different levels of 
responsibility. At the bottom, a business depends on its operatives to produce the 
products or services. Team leaders often perform the day-to-day management role, 
with operational managers setting direction and strategy for the business as a whole. 

The number of employees in each level will depend on the organisational structure, for example 
hierarchical or flat (see above). 
	
Aims and Objectives 

An aim is where the business wants to go in the future, its goals. It is a statement of 
purpose, e.g. we want to grow the business into Europe. 
Business objectives are the stated, measurable targets of how to achieve business 
aims. For instance, we want to achieve sales of £200k in 2016. 
A mission statement sets out the business vision and values that enables employees, 
managers, customers and even suppliers to understand the underlying basis for the 

actions of the business. 
 
Culture 

These are the values and behaviours that contribute to the unique social and 
psychological environment of an organisation. Organisational culture includes an 
organisation's expectations, experiences, philosophy, and values that hold it together, 
and is expressed in its self-image, inner workings, interactions with the outside world, 
and future expectations. It is based on shared attitudes, beliefs, customs, and written 
and unwritten rules that have been developed over time and are considered valid. For 

example, the company has ethical values about recycling and protecting the Environment. 
 
External Influences		
 
Competitors 

Businesses exist in a competitive environment. For example, supermarkets are in 
fierce competition with each other to provide the best possible value for money 
goods, and to offer the most suitable range of products for their customers. 
Businesses compete in many ways. One of the most obvious ways is over price. For 
example, book sellers on the Internet compete to supply the same book at the 

cheapest price to customers. However, in addition there are many forms of non-price competition, 
e.g. location, customer service and customization of products/Unique Selling Points.	
 
Market Share 

Market share refers to a company's portion of sales within the entire market in 
which it operates. This metric indicates a company's size within its market. As the 
market for a good or service grows, many analysts view the maintenance or 
increase in market share as a sign of a company's competitiveness. Increases in 
market share might come from innovation, broadening range of customer types, 

lower prices, or advertising. 

PESTLE Factors 
There are many external environmental factors that can affect a business. It is 
common for managers to assess each of these factors closely. The aim is always to 
take better decisions for the firm's progress. The common factors are political, 
economic, social, technological, legal and environmental (known as PESTLE 
analysis). 
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Models of Analysis 
Businesses can use a variety of methods or ‘models’ to help them to understand the organisational 
environment.  
 
Two commonly used models are: 
 
SWOT Analysis 
 SWOT is an acronym for Strengths, Weaknesses, Opportunities and Threats.  The SWOT analysis 

is an extremely useful tool for understanding and decision-making for all sorts of 
situations in business and organisations. The SWOT analysis headings provide a 
good framework for reviewing strategy, position and direction of a company or 
business proposition, or any other idea, for example 
competitor evaluation, marketing, business and product development and research. 
Completing a SWOT analysis is very simple, and is a good subject for workshop 

sessions or brainstorming sessions with staff.  
 
For example, a new town centre retailer: 
Strengths:   USP’s (Unique Selling Points), excellent central location,  
Weaknesses: Not well established so have to build a reputation, no experienced staff. 
Opportunities: Large potential customer base, local people interested in job opportunities 
Threats:  High cost of business rates in the town centre, competitors close by. 
 
 
PESTLE Analysis	

 PESTLE Analysis is an analytical tool for strategic business planning and is 
useful for understanding external influences on a business. It includes factors 
that influence an organisation but are out of its direct control. These ‘macro’ 
environment factors tend to have a long term impact and need to be 
understood so that a business can maximise opportunities and minimise 
threats. 
 
 
 

 
Political Factors 
Political factors relates to the pressures and opportunities brought by political institutions and to what 
degree the government policies impact the business e.g. changes in Government policy, elections 
and bureaucracy. 
 
Economic Factors 
Economic factors relates to economic policies, economic structures and to what degree the economy 
impacts the business e.g. inflation, tax, exchange rates and world economic trends. 
 
Social Factors 
Social factors relates to the cultural aspects, attitudes, beliefs, that will affect the demand for a 
company's products and how the business operates e.g. lifestyle trends, media impact, 
demographics, ethical issues. 
 
Technological Factors 
Technological factors relates to the technological aspects, innovations, barriers and incentives, and 
to what degree these impact the business e.g. new information and communication systems, 
competitor technological advances. 
 
 

http://www.businessballs.com/workshops.htm
http://www.businessballs.com/workshops.htm
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCPmpguXR0McCFdAX2wodXicL-g&url=http://pestleanalysis.com/how-to-do-a-swot-analysis/&ei=Z-DiVbnaE9Cv7AbezqzQDw&psig=AFQjCNHs8hEBzNOKfS6LXAglNqwOMqNGeA&ust=1441018339971664
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCKTF1ILS0McCFZQ92wodUa8Jqw&url=http://yancheung.blogspot.com/2014/02/pestle-analysis.html&ei=peDiVeTeHZT77AbR3qbYCg&psig=AFQjCNHQntl-TFh49IzI_uZU_fldNWeyGg&ust=1441018389744081
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Legal Factors 
Legal factors relates to the laws, regulation and legislation that will affect the way the business 
operates e.g. current and future legislation such as Employment law and Consumer Protection 
 
Environmental Factors 
Environmental factors relates to the ecological and environmental aspects that will affect the demand 
for a company's products and how that business operates e.g. sustainability, reducing carbon 
footprint and changing weather patterns. 
 
PESTLE Analysis would be suitable for any plans for the business affected by external 
factors, for example if you were planning to launch a new project.  
 
Change and the Business Environment 

Constant change is a business reality, and organisations must continually adapt 
to their environments to stay competitive or risk failure. 
 
Changes can be caused by internal factors, for example new organisational 
structures which would mean possible new staff, redundancies, new 
responsibilities, new lines of communication and training needs. A decline in 
sales of a particular product (e.g. imported goods) would mean reconsidering the 
lines of products offered and where they would be sourced. 

 
Changes can also be caused by external factors, for example: 
 
New competitors e.g. if a supermarket opened a bakery section it could affect a local bakery’s sales, 
resulting in loss of customers. This would require the bakery to consider new products, more 
competitive prices or other unique services. 
 
New Technologies e.g. technology has increased the use of online shopping,’Click and Collect’ 
services and organisations may have to introduce new systems to remain competitive. 
 
Sustainability A sustainable business is any organisation that participates in environmentally friendly 
or green activities to ensure that all processes, products, and manufacturing activities adequately 
address current environmental concerns while maintaining a profit. Therefore an organisation will 
need to consider changes that will minimise the negative effect on the Environment, but at the same 
time ensure the survival and success of the business. An example of this would be installing solar 
panels, which would reduce fuel use and eventually reduce the cost of electricity for the company. 
 
Any business in today's fast-moving environment that is looking for the pace of change to slow is 
likely to be sorely disappointed. In fact, businesses should embrace change. Change is important for 
any organisation because, without change, businesses would likely lose their competitive edge and 
fail to meet the needs of what most hope to be a growing base of loyal customers. 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCKaQ1ayA08cCFSss2wodkbwAAg&url=http://www.forbes.com/sites/glennllopis/2014/03/24/every-leader-must-be-a-change-agent-or-face-extinction/&ei=qR3kVeaXBavY7AaR-YIQ&psig=AFQjCNGgl8Xrf5RdNpvBg1n-ILu8-nGvqw&ust=1441099540965368

