
TYPES OF BUSI NESS ORGANI SATI ONS 

 Uni ncor por at ed busi ness = sol e t r ader s and par t ner shi ps I ncor por at ed busi ness = l i mi t ed compani es  

Ot her  t ypes of  busi ness or gani sat i ons = f r anchi ses,  

mul t i nat i onal s,  publ i c  cor por at i ons,  char i t i es ( not - f or -  pr of i t  or gani sat i ons) ,  co- oper at i ves  

Sol e t r ader s ( sol e pr opr i et or s)   

A sol e t r ader  descr i bes any busi ness t hat  i s  owned and cont r ol l ed by one per son -  al t hough t hey may empl oy wor ker s.  

I ndi v i dual s who pr ovi de a speci al i s t  ser v i ce l i ke pl umber s,  hai r dr esser s or  phot ogr apher s ar e of t en sol e t r ader s.   

Sol e t r ader s do not  have a separ at e l egal  exi st ence f r om t he busi ness.  I n t he eyes of  t he l aw,  t he busi ness and t he 

owner  ar e t he same.  As a r esul t ,  t he owner  i s  per sonal l y  l i abl e f or  t he f i r m' s debt s and may have t o pay f or  l osses 

made by t he busi ness out  of  t hei r  own pocket .  Thi s i s  cal l ed unl i mi t ed l i abi l i t y .   

Advant ages  

   
    I t  i s  easy t o set  up as no f or mal  l egal  paper wor k i s  r equi r ed.     

    Gener al l y ,  onl y a smal l  amount  of  capi t al  needs t o be i nvest ed,  whi ch r educes t he i ni t i al  

 st ar t - up cost .     



    As t he onl y owner ,  t he ent r epr eneur  can make deci s i ons wi t hout  consul t i ng anyone el se.     

Di sadvant ages  

    The sol e t r ader  has no one t o shar e t he r esponsi bi l i t y  of  r unni ng t he busi ness wi t h.  A good 

hai r dr esser ,  f or  exampl e,  may not  be ver y good at  handl i ng t he account s.     

    Sol e t r ader s of t en wor k l ong hour s .  They may f i nd i t  di f f i cul t  t o t ake hol i days or  t i me of f  i f  

t hey ar e i l l .     

    They f ace unl i mi t ed l i abi l i t y  i f  t he busi ness f ai l s .     

Par t ner shi ps – Bet ween 2 and 20 par t ner s   

 

 

Dent al  sur ger i es ar e of t en par t ner shi ps  

Doct or s,  dent i s t s and sol i c i t or s ar e t ypi cal  exampl es of  pr of essi onal s who may go i nt o par t ner shi p t oget her  

and can benef i t  f r om shar ed exper t i se.  One advant age of  par t ner shi p i s  t hat  t her e i s  someone t o consul t  on 

busi ness deci s i ons.   

The mai n di sadvant age of  a par t ner shi p comes f r om shar ed r esponsi bi l i t y .  Di sput es can ar i se over  deci s i ons 

t hat  have t o be made,  or  about  t he ef f or t  one par t ner  i s  put t i ng i nt o t he f i r m compar ed wi t h anot her .  Li ke a 

sol e t r ader ,  par t ner s have unl i mi t ed l i abi l i t y .   



FRANCHI SES  

An ent r epr eneur  can opt  t o set  up a new i ndependent  busi ness and t r y t o wi n cust omer s.  An al t er nat i ve i s  t o 

buy i nt o an exi st i ng busi ness and acqui r e t he r i ght  t o use an exi st i ng busi ness i dea.  Thi s i s  cal l ed 

f r anchi s i ng.   

A f r anchi se i s  a j oi nt  vent ur e bet ween:   

 I n case di sagr eement s bet ween par t ner s occur  i s  i s  a good i dea f or  a DEED OF PARTNERSHI P t o be dr awn up.   

Thi s i s  a l egal  document  st at i ng t he r esponsi bi l i t i es of  par t ner s,  f or  exampl e,  how pr of i t s  and l osses ar e t o 

be shar ed;  how t he busi ness i s  t o oper at e.   

A f r anchi see,  who buys t he r i ght  f r om a f r anchi sor  t o copy a busi ness f or mat .   

And a f r anchi sor ,  who sel l s  t he r i ght  t o use a busi ness i dea i n a par t i cul ar  

l ocat i on.   

Many wel l - known hi gh st r eet  opt i c i ans and bur ger  bar s ar e f r anchi ses.   

Openi ng a f r anchi se i s  usual l y  l ess r i sky t han set t i ng up as an i ndependent  r et ai l er .  The f r anchi see i s  

adopt i ng a pr oven busi ness model  and sel l i ng a wel l - known pr oduct  i n a new l ocal  br anch.  However ,  t he 

i ndependent  r et ai l er  wi l l  have l ess cont r ol  and wi l l  have t o pay par t  of  i t ’ s  pr of i t  t o t he f r anchi sor  as a 

ROYALTY PAYMENT.   

CO- OPERATI VES  

A cooper at i ve may al so be def i ned as a busi ness owned and cont r ol l ed equal l y  by t he peopl e who use i t s  

ser v i ces or  by t he peopl e who wor k t her e.    

Ever yone has an equal  say i n t he busi ness no mat t er  how many shar es t hey own. I t  i s  t her ef or e ver y democr at i c .   

For  wor ker  co- ops t he pr of i t  i s  spl i t  bet ween t he wor ker s and t hi s can be ver y mot i vat i ng as t he pr of i t  goes onl y t o 

wor ker s and not  t o any ot her  shar ehol der s.   



PUBLI C CORPORATI ONS  

An or gani sat i on owned by t he gover nment ,  eg Post  Of f i ce,  BBC.  The mai n o bj ect i ve woul d be t o  

pr ovi de a good ser v i ce f or  cust omer s and NOT t o make a pr of i t .   

MULTI NATI ONALS  

   

Compani es t hat  oper at e i n sever al  count r i es ar e cal l ed mul t i nat i onal  cor por at i ons ( MNCs)  The US f ast - f ood chai n 

McDonal d' s i s  a l ar ge MNC -  i t  has near l y 30, 000 r est aur ant s i n 119 count r i es.   

Advant ages enj oyed by mul t i nat i onal s;   



    cheap r aw mat er i al s    

    cheap l abour  suppl y    

    access t o mar ket s wher e t he goods ar e sol d    

 

Li mi t ed compani es NB – l i mi t ed compani es ar e i n t he PRI VATE SECTOR  

A l i mi t ed company has speci al  s t at us i n t he eyes of  t he l aw.  These t ypes of  company ar e i ncor por at ed,  whi ch means 

t hey have t hei r  own l egal  i dent i t y  and can sue or  own asset s i n t hei r  own r i ght .  The owner shi p of  a l i mi t ed company 

i s  di v i ded up i nt o equal  par t s cal l ed shar es.  Whoever  owns one or  mor e of  t hese i s  cal l ed a shar ehol der .   

  

Shar ehol der s r ecei ve di v i dends whi ch ar e par t  of  t he pr of i t   

Because l i mi t ed compani es have t hei r  own l egal  i dent i t y ,  t hei r  owner s ar e not  per sonal l y  l i abl e f or  t he f i r m' s 

debt s.  The shar ehol der s have l i mi t ed l i abi l i t y ,  whi ch i s   

t he maj or  advant age of  t hi s t ype of  busi ness.  I f  t he busi ness went  bankr upt  t hen t he shar ehol der  woul d onl y l ose t he 

money t hey pai d f or  t he shar es and not  any of  t hei r  per sonal  possessi ons.   

A maj or  di sadvant age however ,  i s  t hat  f i nanci al  i nf or mat i on can be obt ai ned by anyone.  Al so t o f or m a l i mi t ed 

company can be t i me consumi ng.  Li mi t ed compani es pay cor por at i on t ax on t hei r  pr of i t s .   

Ther e ar e t wo mai n t ypes of  l i mi t ed company:   

    A pr i vat e l i mi t ed company ( l t d)  i s  of t en a smal l  busi ness such as an i ndependent  r et ai l er  i n a mar ket  

t own.  Shar es do not  t r ade on t he st ock exchange.  Shar ehol der s ar e usual l y  f ami l y and f r i ends.  Ther ef or e t her e 

i s  no r i sk of  a t akeover  as al l  shar ehol der s have t o agr ee i f  t hey want  t o sel l  t hei r  shar es.  However ,  because 

smal l  number  of  shar es ar e sol d l ess f i nance can be r ai sed.     

    A publ i c  l i mi t ed company ( pl c)  i s  usual l y  a l ar ge,  wel l - known busi ness.  Thi s coul d be a manuf act ur er  

or  a chai n of  r et ai l er s wi t h br anches i n most  c i t y  cent r es.  Shar es t r ade    

on t he st ock exchange so l ot s of  CAPI TAL can be r ai sed t o i nvest  i nt o t he busi ness and hel p i t  t o gr ow.  However ,  

anyone can buy shar es and i f  anot her  company buys over  50% of  t he shar es t hey can t akeover  t he cont r ol  of  t he 

company.  Thi s i s  because 1 shar e = 1 vot e.  For  a l t d company t o change t o a pl c at  l east  £50, 000 wor t h of  shar es 

must  be sol d.   



    f r i endl y gover nment  pol i c i es    

Unl i ke a sol e t r ader  or  a par t ner shi p,  t he owner s ( shar ehol de r s)  of  a pl c ar e not  necessar i l y  i nvol ved i n 

r unni ng t he busi ness,  unl ess t hey have been el ect ed t o t he Boar d of  Di r ect or s .   

TI P – Do not  conf use PUBLI C CORPORATI ONS WI TH PUBLI C LI MI TED COMPANI ES  

Busi ness Obj ect i ves   

When a sol e t r ader  set s up t hey may have some unst at ed ai ms or  obj ect i ves -  f or  exampl e t o sur v i ve f or  t he 

f i r s t  year .  Ot her  busi nesses may wi sh t o st at e exact l y  what  t hey ar e ai mi ng t o do,  such as Amazon,  t he 

I nt er net  CD and booksel l er ,  who want s t o “ make hi st or y and have f un” .   

Obj ect i ves gi ve t he busi ness a c l ear l y def i ned t ar get .  Pl ans can t hen be made t o achi eve t hese t ar get s.  Thi s 

can mot i vat e t he empl oyees.  I t  al so enabl es t he busi ness t o measur e t he pr ogr ess t owar ds t o i t s  st at ed ai ms.   

The mai n obj ect i ves t hat  a busi ness mi ght  have ar e:  Sur vi val  – a shor t  t er m obj ect i ve,  pr obabl y f or  smal l  

busi ness j ust  st ar t i ng  

out ,  or  when a new f i r m ent er s t he mar ket  or  at  a t i me of  cr i s i s .   

Pr of i t  maxi mi sat i on – t r y t o make t he most  pr of i t  possi bl e – most  l i ke t o be t he ai m of  t he owner s and 

shar ehol der s.   

Pr of i t  sat i s f i c i ng – t r y t o make enough pr of i t  t o keep t he owner s comf or t abl e – pr obabl y t he ai m of  smal l er  

busi nesses whose owner s do not  want  t o wor k l onger  hour s.   

Sal es gr owt h – wher e t he busi ness t r i es t o make as many sal es as possi bl e.  Thi s may be because t he manager s 

bel i eve t hat  t he sur v i val  of  t he busi ness depends on bei ng l ar ge.  Lar ge busi nesses can al so benef i t  f r om 

economi es of  scal e.   



A busi ness may f i nd t hat  some of  t hei r  obj ect i ves conf l i c t  wi t h one and ot her :   

    Gr owt h ver sus pr of i t :  f or  exampl e,  achi evi ng hi gher  sal es i n t he shor t  t er m ( e. g.  by cut t i ng 

pr i ces)  wi l l  r educe shor t - t er m pr of i t .     

    Shor t - t er m ver sus l ong- t er m:  f or  exampl e,  a busi ness may deci de t o accept  l ower  cash f l ows i n 

t he shor t - t er m whi l s t  i t  i nvest s heavi l y  i n new pr oduct s or  pl ant  and equi pment .     

    Lar ge i nvest or s i n t he St ock Exchange ar e of t en accused of  l ooki ng t oo much at  shor t - t er m 

obj ect i ves and company per f or mance r at her  t han i nvest i ng i n a busi ness f or  t he l ong - t er m.     

  

Al t er nat i ve Ai ms and Obj ect i ves   

Not  al l  busi nesses seek pr of i t  or  gr owt h.  Some or gani sat i ons have al t er nat i ve obj ect i ves.   

Exampl es of  ot her  obj ect i v es:   

Et hi cal  and soci al l y  r esponsi bl e obj ect i ves – or gani sat i ons l i ke t he Co- op or  t he Body Shop have obj ect i ves 

whi ch ar e based on t hei r  bel i ef s on how one shoul d t r eat  t he envi r onment  and peopl e who ar e l ess f or t unat e.   

Publ i c  sect or  cor por at i ons ar e r un t o not  onl y gener at e a pr of i t  but  pr ovi de a ser v i ce t o t he publ i c .  Thi s 

ser v i ce wi l l  need t o meet  t he needs of  t he l ess wel l  of f  i n soci et y or  hel p i mpr ove t he abi l i t y  of  t he 

economy t o f unct i on:  e. g.  cheap and accessi bl e t r anspor t  ser v i ce.   

Publ i c  sect or  or gani sat i ons t hat  moni t or  or  cont r ol  pr i vat e sect or  act i v i t i es have obj ect i ves t hat  ar e t o 

ensur e t hat  t he busi ness t hey ar e moni t or i ng compl y wi t h t he l aws l ai d down.   

Char i t i es and vol unt ar y or gani sat i ons – t hei r  ai ms and obj ect i ves ar e l ed by t he bel i ef s t hey st and f or .   

Changi ng Obj ect i ves  

A busi ness may change i t s  obj ect i ves over  t i me due t o t he f ol l owi ng r easons:   



A busi ness may achi eve an obj ect i ve and wi l l  need t o move ont o anot her  one ( e. g.  sur v i val  i n t he f i r s t  year  

may l ead t o an obj ect i ve of  i ncr easi ng pr of i t  i n t he second year ) .   

The compet i t i ve envi r onment  mi ght  change,  wi t h t he l aunch of  new pr oduct s f r om c ompet i t or s.   

Technol ogy mi ght  change pr oduct  desi gns,  so sal es and pr oduct i on t ar get s mi ght  need t o change.   

   

Pr i mar y Sect or ,  Secondar y Sect or  and Ter t i ar y Sect or   

Pr i mar y sect or   

Pr oduces r aw mat er i al s,  i nvol ves some sor t  of  ext r act i on e. g.  mi ni ng,  f a r mi ng,  f i shi ng,  choppi ng down t r ees  

Secondar y Sect or   

Thi s i s  t he manuf act ur i ng sect or  wher e r aw mat er i al s ar e t ur ned i nt o f i ni shed goods f or  sal e.  E. g.  Car  

f act or y or  paper  mi l l   

Ter t i ar y Sect or   

Thi s i s  t he r et ai l  and ser v i ce busi nesses so al l  shops and peopl e t hat  of f er  ser v i ces t o ot her s e. g.  

c l eaner s,  gar dener s,  dog wal ker s et c.  A ser v i ce i s  somet hi ng you cannot  hol d or  t ouch e. g.  i nsur ance.   

Decl i ne of  pr i mar y j obs  

    We ar e r unni ng out  of  nat ur al  r esour ces,  our  coal  and f i sh st ocks ar e al most  gone,  so l ess 

mi ner s and f i sher men    

    We al so cannot  compet e agai nst  cheap f or ei gn i mpor t s so l ess f ar mer s    

    We have mor e l ei sur e t i me so need mor e ent er t ai nment  e. g.  c i nema j obs  Decl i ne of  Secondar y 

j obs    

    We cannot  compet e agai nst  f or ei gn i mpor t ed made goods    



    We ar e f aci ng a pr ocess of  de- i ndust r i al i sat i on as we become a l ess i ndust r i al  nat i on  and move 

t owar d knowl edge wor k such as web desi gn and money management     

    We ar e aut omat i ng manuf act ur e of  goods such as r obot s t o make car s,  means l ess   j obs f or  

wor ker s.   Decl i ne of  pr i mar y j obs    

    We ar e r unni ng out  of  nat ur al  r esour ces,  our  coal  and f i sh st ocks ar e al most  gone,  so l ess 

mi ner s and f i sher men    

    We al so cannot  compet e agai nst  cheap f or ei gn i mpor t s so l ess f ar mer s    

Locat i on  



  

A busi ness' s l ocat i on can make an i mpor t ant  di f f er ence t o i t s  success.  Choosi ng t he r i ght  l ocat i on means 

t aki ng i nt o account  a number  of  f act or s.   

The i mpor t ance of  l ocat i on  

Bei ng c l ose t o mai n r oads can be an advant age f or  a busi ness  

Locat i on i s  t he pl ace wher e a f i r m deci des t o s i t e i t s  oper at i ons.  Locat i on deci s i ons can have a bi g i mpact  

on cost s and r evenues.   



A busi ness needs t o deci de on t he best  l ocat i on t aki ng i nt o ac count  f act or s such as:   

Cust omer s -  i s  t he l ocat i on conveni ent  f or  cust omer s?  

    St af f  -  ar e t her e suf f i c i ent  number s of  l ocal  st af f  wi t h t he r i ght  sk i l l s  wi l l i ng t o wor k at  t he r i ght  

wage?    

    Suppor t  ser v i ces -  ar e t her e ser v i ces of f er i ng speci al i s t  advi ce,  t r ai ni ng and suppor t ?    

    Cost  -  how much wi l l  t he pr emi ses cost ? Those s i t uat ed i n pr i me l ocat i ons ( such as c i t y  cent r es)  ar e 

f ar  mor e expensi ve t o r ent  t han 

  edge- of - t own pr emi ses.     

    The i mpor t ance of  i nf r ast r uct ur e    

    I nf r ast r uct ur e r ef er s t o t he f aci l i t i es t hat  suppor t  ever yday economi c  act i v i t y ,  eg r oads,  

phone l i nes and gas pi pes.     

    An ef f i c i ent  t r anspor t  net wor k enabl es st af f  t o get  t o wor k easi l y .  I t  al so al l ows suppl i es t o 

be br ought  i n f r om f ar  af i el d and per mi t s f i ni shed pr oduct s t o be moved t o mar ket  cheapl y and qui ckl y.  

   

    The i mpact  of  l ocat i on depends on t he t ype of  busi ness.  For  exampl e,  i t  i s  i mpor t ant  f or  shops 

and r est aur ant s t o be conveni ent l y  l ocat ed f or  cust omer s.  A del i ver y - onl y t akeaway may pr ef er  t o l ocat e 

i n i nexpensi ve pr emi ses on t he edge of  t own c l ose t o good t r anspor t  l i nks.     

Gover nment  and l ocat i on  

The gover nment  of f er s gr ant s and assi st ance t o busi nesses t hat  l ocat e i n ar eas wi t h hi gh unempl oyment .  

I ncent i ves i ncl ude:   

    Gr ant s t o hel p wi t h t he cost  of  set t i ng up a busi ness.  Gr ant  money does not  need t o be r epai d.  

   

    Loans,  whi ch ar e r epayabl e over  many year s at  l ow r at es of  i nt er est .     

    Tax br eaks,  f or  exampl e f i r ms may be made exempt  f r om payi ng busi ness r at es.     



Over seas l ocat i on deci s i ons  

Movi ng a busi ness can have bot h advant ages and di sadvant ages  Set t i ng up a busi ness over seas i nvol ves a number  

of  chal l enges i ncl udi ng:   

    Cul t ur al  and l anguage bar r i er s wher e manager s ar e unf ami l i ar  wi t h l ocal  cust oms.     

    Legal  i ssues wher e l ocal  l aws ar e di f f er ent .     

    Exchange r at e i ssues.  Unexpect ed changes i n t he val ue of  st er l i ng can have an   i mpact  on 

pr i ces,  cost s and pr of i t s .     

St akehol der s  

What  ar e st akehol der s?  

A st akehol der  i s  anyone wi t h an i nt er est  i n a busi ness.  St akehol der s ar e i ndi v i dual s ,  gr oups or  or gani sat i ons t hat  

ar e af f ect ed by t he act i v i t y  of   

t he busi ness.  They i ncl ude:   

    Owner s who ar e i nt er est ed i n how much pr of i t  t he busi ness makes.     

    Manager s who ar e concer ned about  t hei r  sal ar y .     

    Wor ker s who want  t o ear n hi gh wages and keep t hei r  j obs .     

    Cust omer s who want  t he busi ness t o pr oduce qual i t y  pr oduct s at  r easonabl e  pr i ces.     

    Suppl i er s who want  t he busi ness t o cont i nue t o buy t hei r  pr oduct s.     

    Lender s who want  t o be r epai d on t i me and i n f ul l .     

The communi t y whi ch has a st ake i n t he busi ness as empl oyer s of  l ocal  peopl e.  Busi ness act i v i t y  al so 

af f ect s t he l ocal  envi r onment .  For  exampl e,  noi sy ni ght -  t i me del i ver i es or  a smel l y  f act or y woul d be 

unpopul ar  wi t h l ocal  r esi dent s.   



I nt er nal  st akehol der s ar e gr oups wi t hi n a busi ness -  eg owner s and wor ker s.  Ext er nal  st akehol der s ar e gr oups 

out s i de a busi ness -  e. g.  t he communi t y.   

 

Conf l i c t  of  St akehol der s  

Conf l i c t  bet ween manager s and wor ker s can l ead t o i ndust r i al  act i on.  Some wor ker s ar e member s of  t r ade 

uni ons,  whi ch negot i at e wi t h empl oyer s over  pay and condi t i ons,  and may or gani se st r i kes.  I ndust r i al  act i on 

i s  bad f or  Vandyke Pi zzer i a because i t  can st op pr oduct i on,  l et  down cust omer s and l ose t he busi ness money.   

Poor  communi cat i on bet ween i nt er nal  st akehol der s can l ead t o r educed mor al e and a l oss i n pr oduct i v i t y  or  

compet i t i veness.   



Gr owt h  

Economi es of  Scal e  

Thi s i s  t he r educt i on i n uni t /  aver age cost  due t o an i ncr ease i n t he scal e of  pr oduct i on of  t he busi ness.   

    Lar ge f i r ms can bor r ow mor e cheapl y    

    Lar ge f i r ms can pr oduce a r ange of  pr oduct s and have a   l ar ger  mar ket  shar e.  Thi s i s  cal l ed 

DI VERSI FI CATI ON.     

    Lar ge f i r ms can buy mat er i al s i n bul k and get  a di scount ( money of f )     

    Lar ge f i r ms can use bet t er  and mor e ef f i c i ent  machi ner y    

   

Some f i r ms pr ef er  t o st ay smal l   

Because t hey: -   

    l i ke t o gi ve per sonal  ser v i ce t o t hei r  cust omer s    

    t hey ar e unabl e t o gai n t he money needed f or  expansi on    

    ar e sol e t r ader s who pr ef er  t o keep t ot al  cont r ol     

    f i nd i t  di f f i cul t  t o keep cont r ol  over  l ar ge ent er pr i ses    



 How do f i r ms gr ow?    

 Or agani c Gor wt h – f r om wi t hi n:  

 New st or es  

  

   
 

RECRUI TMENT AND SELECTI ON  

Fi r ms r ecr ui t ,  sel ect  and t r ai n st af f  i n di f f er ent  ways wi t h var y i ng degr ees of  success.   



Recr ui t i ng st af f   

Wi t hout  t he r i ght  st af f  wi t h t he r i ght  sk i l l s ,  a busi ness cannot  make enough pr oduct s t o sat i s f y cust omer  

r equi r ement s.  Thi s i s  why or gani sat i ons dr aw up wor kf or ce pl ans t o i dent i f y  t hei r  f ut ur e st af f i ng 

r equi r ement s .  For  exampl e,  t hey may devel op pl ans t o r ecr ui t  a new I T Manager  when t he cur r ent  one pl ans t o 

r et i r e i n ei ght  mont hs t i me.   

 
Recr ui t ment  i s  t he pr ocess by whi ch a busi ness seeks t o hi r e  t he r i ght  per son f or  a vacancy.  The f i r m wr i t es 

a j ob descr i pt i on and per son speci f i cat i on f or  t he post  and t hen adver t i ses t he vacancy i n an appr opr i at e 

pl ace.   

    Job descr i pt i ons expl ai n t he wor k t o be done and t ypi cal l y  set  out  t he j ob t i t l e,  l ocat i on of  

wor k and mai n t asks of  t he empl oyee.     

    Per son speci f i cat i ons l i s t  i ndi v i dual  qual i t i es of  t he per son r equi r ed,  eg qual i f i cat i ons,  

exper i ence and ski l l s .     

Fi r ms can r ecr ui t  f r om i nsi de or  out s i de t he or gani sat i on.   

    I nt er nal  r ecr ui t ment  i nvol ves appoi nt i ng exi st i ng st af f .  A known per son i s  r ecr ui t ed.     

    Ext er nal  r ecr ui t ment  i nvol ves hi r i ng st af f  f r om out s i de t he or gani sat i on.     

The t abl e bel ow shows t he advant ages of  i nt er nal  and ext er nal  r ecr ui t ment   



 

I nt er nal   

Ext er nal   

   

Cheaper  and qui cker  t o r ecr ui t   

Out s i de peopl e br i ng i n new i deas and a wi der  r ange of  exper i ence  

   

Li mi t s t he number  of  pot ent i al  appl i cant s  

Longer  pr ocess  

    

Peopl e al r eady f ami l i ar  wi t h t he busi ness and how i t  oper at es  

Lar ger  pool  of  wor ker s f r om whi ch t o f i nd t he best  candi dat e  

   

Pr ovi des oppor t uni t i es f or  pr omot i on wi t h i n t he busi ness – can be mot i vat i ng  

Mor e expensi ve pr ocess due t o adver t i sement s and i nt er v i ews r equi r ed  

    

Busi ness al r eady knows t he st r engt hs and weaknesses of  candi dat es  

I t  does not  cr eat e and i nt er nal  vacancy whi ch al so has t o be f i l l ed  

 

METHODS OF SELECTI ON  

Appl i cat i on f or ms ,  CVs,  r ef er ences ,  i nt er v i ews,  pr esent at i ons ,  r ol e- pl ay and t est s can be used t o show i f  an 

i ndi v i dual  i s  sui t abl e f or  t he speci f i c  j ob on of f er .   



 

You need t o be awar e of  t he advant ages and di sadvant ages of  each;   

Met hod of  sel ect i on  advant age  di sadvant age  

Appl i cat i on f or ms – a st andar d 

f or m i s sent  t o appl i cant s t o 

compl et e  

* Easy t o compar e as al l  appl i cant s wi l l  

answer  t he same quest i ons.   

* The busi ness can chose t he quest i ons  

* The candi dat e may have speci f i c  

sk i l l s  t hat  t hey can not  showcase on 

t he f or m.   

* Hs t he candi dat e compl et ed t he f or m 

t hemsel ves?  

CV  * Wi l l  show t he candi dat es I CT ski l l s   

* Di f f i cul t  t o compar e.   

* Quest i ons cannot  be di r ect ed by t he 

busi ness.   

 

* The candi dat e has mor e f r eedom t o show 

of f  cer t ai n qual i t i es.    

I nt er v i ews  

* The busi ness can meet  t he candi dat e and 

see t hei r  appear ance,  communi cat i on 

ski l l s ,  et c. . .   

* Some ver y sui t abl e candi dat es may be 

over come by ner ves and my 

under per f or m.  The best  candi dat e may 

t her ef or e not  be chosen  

Medi a used t o adver t i se j obs;   

LOCAL NEWSPAPERS – Rel at i vel y cheap,  usef ul  f or  at t r act i ng l ocal  peopl e who coul d easi l y  commut e t o t he 

busi ness.   

NATI ONAL NEWSPAPERS – Mor e expensi ve,  usual l y  t o at t r act  speci al i s t  wor ker s f r om a wi der  ar ea.  Thi s i s  al l ows 

f or  a bet t er  sel ect i on of  candi dat es .   

JOB CENTRES – Run by t he gover nment .  Ar e i n t he publ i c  sect or .  Fr ee f or  busi nesses t o adver t i se.  Of t en used 



f or  semi - ski l l ed and unski l l ed j obs.   

I NTERNET – Cheap so r educes t he f i r ms cost s.  Usef ul  f or  at t r act i ng peopl e wi t h I CT ski l l s .   

Tr ai ni ng  

Tr ai ni ng i s  a ver y i mpor t ant  par t  of  t he Human Resour ce Depar t ment ’ s wor k.  I n some l ar ge f i r ms t her e i s  ver y 

of t en a separ at e t r ai ni ng depar t ment .  I deal l y ,  t r ai ni ng shoul d i nvol ve t he wor ker  bef or e t hey act ual l y  st ar t  

t he j ob,  dur i ng t he f i r s t  f ew weeks of  empl oyment  and t hr oughout  t hei r  car eer s.   

The pur pose of  t r ai ni ng  

    Tr ai n new wor ker s f or  par t i cul ar  j obs    

    Hel p t o i mpr ove t he ef f i c i ency of  exi st i ng wor ker s    

    Avoi d acci dent s at  wor k    

    Ret r ai n wor ker s so t hey can cope wi t h new   t echnol ogy    

    Hel p wor ker s gai n pr omot i on t o bet t er  j obs wi t hi n   t he f i r m   I NDUCTI ON:  Thi s shoul d be 

avai l abl e t o al l  new empl oyees.  Basi c i nduct i on wi l l  i nvol ve heal t h & saf et y pr ocedur es,  l ocat i on of  

wor k- space,  st af f  cant een ( i f   avai l abl e) ,  pr ocedur es f or  br eaks and l unch,  meet i ng wi t h co - wor ker s 

et c.  The pur pose of  i nduct i on i s  t o ' set t l e'  a new empl oyee i n and make t hem f eel  wel come,  as wel l  as 

gi v i ng t hem i nf or mat i on.   

ON- THE- JOB:  Thi s t akes pl ace i n t he wor k - pl ace,  whi l e act ual l y  car r y i ng out  t he j ob i t sel f .  I t  may i nvol ve 

bei ng coached by an exi st i ng member  of  st af f  -  par t i cul ar l y  f or  pr omot ed posi t i ons;  or  i t  may i nvol ve 

' buddyi ng- up'  wi l l  a s i mi l ar  wor ker  so t hat  t hey can t each you how t o do cer t ai n t asks.   

The gr eat  t hi ng about  on- t he- j ob i s  t hat  i t  i s  not  onl y CHEAPER f or  a  



busi ness,  but  i t  al so means t hat  any di f f i cul t i es can be i dent i f i ed and sor t ed out  qui ckl y.   

OFF- THE- JOB:  Thi s t akes pl ace ei t her  away f r om t he wor k - pl ace al t oget her ,  or  wi t hi n t he wor k - pl ace but  away 

f r om t he j ob i t sel f .  I t  i s  qui t e of t en pr ovi ded by ' out s i de'  exper t s,  f or  exampl e t r ai ni ng on a new pi ece of  

comput er  sof t war e f or  t he account s depar t ment .  I t  may l ast  onl y a f ew days or  i t  may i nvol ve a l onger  

commi t ment  f r om bot h t he empl oyer  and t he empl oyee -  f or  exampl e,  col l ege day r el ease t o at t end a col l ege 

cour se.   

The gr eat  t hi ng about  of f - t he- j ob i s  t hat  t her e ar e no di st r act i ons f r om wor k whi l e i t  i s  t ak i ng pl ace.  

Because i t  may be pr ovi ded by speci al i s t s,  i t  i s  of t en of  hi gh qual i t y .  A busi ness may send onl y ONE of  i t s  

empl oyees on t he cour se and t hen t hey can come back i nt o t he busi ness and CASCADE t he t r ai ni ng t o ot her  

member s of  t he or gani sat i on -  i . e t each or  show ot her s,  maki ng i t  ver y cost  ef f ect i ve f or  t he busi ness!   

Unf or t unat el y of f - t he- j ob can al so be qui t e expensi ve i f  i t  i s  necessar y t o t ake l ot s of  empl oyees away f r om 

t hei r  wor k.  Al so i f  a busi ness sends out  onl y one empl oyee and t hen expect s t hem t o come back t o t r ai n t he 

r est ,  t hey coul d end up wi t h t he whol e wor kf or ce copyi ng t he mi st akes of  t he or i gi nal  empl oyee!   

 

Mot i vat i on  

   

Compani es can mot i vat e empl oyees t o do a bet t er  j ob t han t hey ot her wi se woul d.  I ncent i ves t hat  can be of f er ed 

t o st af f  i nc l ude i ncr eased pay or  i mpr oved wor ki ng condi t i ons.  Mot i vat i onal  t heor i es suggest  ways t o 

encour age empl oyees t o wor k har der .   



What  i s  mot i vat i on? Mot i vat i on i s  about  t he ways a busi ness can encour age st af f  t o gi ve t hei r  best .   

Benef i t s  of  mot i vat i on;  * I ncr eased out put  caused by ext r a ef f or t  f r om wor ker s.   

* I mpr oved qual i t y  as st af f  t ake a gr eat er  pr i de i n t hei r  wor k.  * A hi gher  l evel  of  s t af f  r et ent i on.  Wor ker s 

ar e keen t o st ay wi t h t he f i r m and al so r el uct ant  t o t ake unnecessar y days of f  wor k.   

Manager s can i nf l uence empl oyee mot i vat i on i n a var i et y of  ways:   

Monet ar y f act or s :  some st af f  wor k har der  i f  of f er ed hi gher  pay.  Non- monet ar y f ac t or s:  ot her  st af f  r espond t o 

i ncent i ves t hat  have not hi ng t o do wi t h pay,  e. g.  i mpr oved wor ki ng condi t i ons or  t he chance t o wi n pr omot i on.   

Payment  met hods Manager s can mot i vat e st af f  by payi ng a f ai r  wage.  Payment  met hods i ncl ude:   

  
    Ti me r at e:  st af f  ar e pai d f or  t he number  of  hour s wor ked.     

    Over t i me:  st af f  ar e pai d ext r a f or  wor ki ng beyond nor mal  hour s.     

    Pi ece r at e:  st af f  ar e pai d f or  t he number  of  i t ems pr oduced.     

    Commi ssi on:  st af f  ar e pai d f or  t he number  of  i t ems t hey sel l .     

    Per f or mance r el at ed pay :  st af f  get  a bonus f or  meet i ng a t ar get  set  by t hei r   manager .     

    Pr of i t  shar i ng:  st af f  r ecei ve a par t  of  any pr of i t s  made by t he busi ness.     



    Sal ar y :  st af f  ar e pai d mont hl y no mat t er  how many hour s t hey wor k.     

    Fr i nge benef i t s :  ar e payment s i n k i nd,  eg a company car  or  st af f  di scount s.     

 
Non- pay met hods of  mot i vat i on  

Manager s can mot i vat e st af f  us i ng f act or s ot her  t han pay t hr ough:   

    Job r ot at i on:  st af f  ar e swi t ched bet ween di f f er ent  t asks t o r educe monot ony.     

    Job enl ar gement :  s t af f  ar e gi ven mor e t asks t o do of  s i mi l ar  di f f i cul t y .     

    Job enr i chment :  s t af f  ar e gi ven mor e i nt er est i ng and chal l engi ng t asks.     

    Empower ment :  s t af f  ar e gi ven t he aut hor i t y  t o make deci s i ons about  how t hey  do t hei r  j ob.     

    Put t i ng gr oups of  wor ker s i n a t eam who ar e r esponsi bl e t oget her  f or   compl et i ng a cer t ai n 

t ask.     

 


