GCSE Business
Theme 2.5.1a – Organisational Structures
Booster Booklet
Specification

	Subject content
	What students need to learn:

	Different organisational structures and when each are appropriate: 

● hierarchical and flat 
● centralised and decentralised. 

The importance of effective communication: 

● the impact of insufficient or excessive communication on efficiency and motivation 
● barriers to effective communication.
	Students need to understand the difference between a flat and hierarchical organisational structure and the difference between a centralised (where decision making has to go through head office) and decentralised (where decisions can be delegated to branch manager level) business, and when each are appropriate. The importance of effective communication is also explored and students need to understand the impacts on a business from insufficient or excessive communication on efficiency and motivation and what the barriers are to effective communication. For example, too many e-mails can reduce the productivity of the workforce since a worker would be unable to isolate which e-mails are the most important to act on. Similarly, the use of jargon or technical language could cause confusion so the recipient of the information makes mistakes resulting in rising costs for the business.



Key terms in this topics
· Organisational structure – How workers are organised within a business.
· Hierarchical structure – A organisational structure with many layers of management.
· Flat structure – An organisation structure with only a few layers of management
· Centralised  - a business organisation where most decisions are made by management at the top of the hierarchy
· Decentralised – a business organisation where most decisions are made by employees lower down the hierarchy.

Key terms – examples
In the space below, write examples to illustrate the key terms 

	Key term
	Examples

	Organisational structure
	

	Hierarchical structure
	


	Flat structure
	





	decentralised
	

	centralised
	



Summary of the topic
As organisations grow so do their organisational structures with new layers of management. New teams, departments and regions. The size and organisation of employees has a significant effect on communication, efficiency, control and decision-making.

As organisations grow they naturally become more hierarchical with more layers of management. However, organisations can decide to limit the layers of management and adopt a flatter organisation structure. This reduces the number of managers, but can improve communication and give more responsibility to employees.

Effective communication is key to a successful business. Where communication is effective employees have the information they need to do their job and feel motivated. However, lack of effective communication or barriers which prevent effective communication can have the opposite effect. Some of these barriers include excessive information (information overload), lack of expertise and jargon.









Case study: own content

Arrival
Arrival Ltd is a British electric vehicle manufacturer  with headquartered in London, UK. The company manufactures lightweight commercial vehicles such as vans and buses. The electric vehicles are currently in the development stage but two large companies have already placed large orders with the vehicle manufacturer including UPS the delivery specialists and Uber the ride-hailing company. It is estimated the company has waiting list of around 149,000 vehicles that could produce more than $6bn (£4.9bn) in revenue.

INSERT PICTURE OF ELECTRIC VAN

Arrival has a R&D facility in Banbury, Oxfordshire where the electric vehicle technology is being developed. Some specialist scientists and engineers who work at the facility are employed on freelance contracts. 
Arrival is looking to disrupt EV production with its unique manufacturing approach. Its local microfactories use cell-based robotic assembly instead of mass production lines, which can be set up in warehouses to meet changing demand. To complement the flexibility of its microfactories, employees will be employed on temporary contracts.
Arrival plans to start production of its first electric vehicles in 2023 in Oxfordshire. It also plans to start production in its Charlotte microfactory in the USA in the same year. Decision-making at the microfactories will be decentralised to meet the needs of local markets and manage regional supply chains.
Confirmation of the van delivery timeline came as part of Arrival’s financial results announcements for the first half of 2022. They showed the Electric vehicle maker lost $89.6m in the quarter ended 30 June, compared to losses of $56.2m in the same period last year. Last month the firm said it was considering axing up to 800 jobs including management roles as part of a “business reorganisation” with a flatter organisation structure planned within its microfactories. The announcement came as a shock to some investors who may see the announcement as a sign the company has expanded too quickly without delivering its first electric vehicles.
Source: adapted from Arrival to ship electric vans from Bicester by end of year (uktech.news)

How this case study illustrates/exemplifies the specification content:

	The case study illustrates ‘organisational structures’ in a number of ways:

· Arrival has headquarters in London, UK but decision-making is decentralised to its regions and microfactories around the world.
· Arrival plans to go through reorganisation which will result in the company changing its organisational structure to become flatter with fewer layers of management.
· The fact that the reorganisation came as a shock to some investors indicates that there may be a lack of communication between the directors and shareholders.




Check your knowledge: questions
1. What is a hierarchical organisation structure
2. What is centralised decision-making?
3. What is one barrier to effective communication

Check your knowledge: recall question (previous unit)
1. Why is financial information important to a business?
2. How can business performance be judged other than through financial information?
3. What is an example of market data?



Common Misconceptions

Hierarchy and Hierarchical

All organisations have a hierarchy. A hierarchical structure is one with many layers of management.








Match-Up

Match the key terms below with the appropriate description.

Allows a business to make decisions that meet the needs of a local context
Hierarchical structure



	A structure with many opportunities for progression and promotion.

Flat structure



Employees may have a better understanding of their job role and feel motivated in their work
Centralised structure




Helps a business keep control of key business decisions and a strategic overview
Decentralised structure



May come as a result of an organisational restructure to reduce layers of management
Effective communication





Multiple choice questions

1. Which of the following is a characteristic of a hierarchical structure?
A. Part-time contracts
B. Few layers of management
C. Full-time contracts
D. Many layers of management

2. Which of the following approaches to management gives employees more responsibility to make their own business decisions?
A. Centralised structure 
B. Internal training
C. Decentralised structure
D. External recruitment





Exam Questions


1. Explain one barrier to effective communication. (3)


2. Explain one advantage to a business of a centralised structure (3)


3. Outline one way that Arrival could improve communication within its factories. (2)


4. Analyse the impact of Arrival adopting a flatter organisation structure (6).



