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Lesson Element

Unit 1: The business environment
Functional areas in business
Instructions and answers for tutors

These instructions cover the learner activity section which can be found on page 6. This Lesson Element supports Cambridge Technicals Level 3 in Business.

When distributing the activity section to the learners either as a printed copy or as a Word file you will need to remove the tutor instructions section.
The activity

In this lesson element groups of learners read the Richer Sounds case study and answer a number of questions relating to functional areas in that business.

Suggested timings

· Activity 1: 1 hour
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Activity 1

Richer Sounds Case Study

	When you think about ‘working in retail’ the first jobs that come to mind are probably those of the shop staff. They are the visible face of the business: the people who interact with customers every day and whose performance has a big impact on the turnover of the business.

Yet the interface with the customer is only one of the many functions that make up a retail business. In order for any sales to take place, there must be people working to get the products on to the shelves, to design and run the IT system on which shops depend, to handle the finances, pay the bills and implement the marketing strategy and so on. All these functions must work well together if the business is to be successful and profitable.

Richer Sounds, the high street electrical chain, divides its operations into eight functional areas. Some of these, such as finance, are common to all businesses, but some are particular to retail and to Richer Sounds’ own way of organising its activities.

Each functional area is headed by a director, and these directors, plus the chairman and the managing director, make up the management board which runs the business. The directors meet regularly and report to the chairman and the managing director, who have ultimate control.

The functional areas are: operations; sales; purchasing; IT and stock control; marketing; finance; logistics, technical services and other non-retail services; and property. 

Operations are the largest department, responsible for the company’s 53 stores and the colleagues who work in them. At board level, there is an operations director and a sales director. The store managers all report to both directors and in practice, everyone working in the shops or call centre is working in sales.

At Richer Sounds, the operations function is designed in line with the company’s philosophy that to give good customer service, a business must first look after its employees. So operations includes the human resources department, which delivers what the company calls ‘colleague support’ – the detailed system of training, motivation and reward for employees.

The store managers, deputies and sales colleagues are part of operations, and there are store inspectors, reporting to a head of total quality, who ensure that the shops meet consistent standards.  As well as its high street stores, Richer Sounds offers telephone sales, so the call centre is also part of operations.  Effectively, operations are the function that has the greatest contact with customers.


	Purchasing is a key function for Richer Sounds, because of the nature of its business. In the highly competitive world of electrical retailing, the company relies on being able to offer quality products at the best price. Achieving this best price, while maintaining profitability, comes down to the purchasing department’s skill in sourcing products and negotiating deals with suppliers. The department has to keep up to date with what suppliers internationally are offering, not just televisions, hi-fis and home cinema but all the accessories and supplementary products that go with them.

Stock control is a major function for retail businesses and depends on an effective IT system, so at Richer Sounds, stock control and IT come under the same director. The IT manager is responsible for the IT system operating in all the stores – holding stock, price and sales data – and for the company’s website. The stock control manager has a team of stock auditors who go round the stores.

Every business needs a finance function. Richer Sounds has a streamlined finance department at its head office, managing the payroll, the company’s accounts, and the bought ledger (ie purchasing) finances.

Most companies also have a marketing function. In a retail business, which must constantly communicate with its customers in order to compete against other businesses, this is particularly important. Richer Sounds’ marketing director is in charge of the managers, designers and assistants who design and produce the company’s adverts, brochures and other materials, which are largely done in-house. The marketing department is also responsible for conveying the company’s message through the website and social media and is in charge of one of the company’s not-for-profit ventures, Richer Unsigned – a platform for new, undiscovered musicians.

The shops are not Richer Sounds’ only area of operations, so the company has a whole function dealing with its non-retail activities. This includes the technical arm, which carries out installation: the company offers a service whereby it will install, for example, a hi-fi or home cinema system in the customer’s home. The technical department will also service or repair products, if this can be done in-house, or liaise with suppliers if products have to be returned to the manufacturers for servicing. This function covers non-retail sales, such as via Amazon or E-Bay, and is also responsible for logistics, the essential link between the company’s warehouse and its stores, ensuring that stock is delivered on time to the right place.

Finally, Richer Sounds has a property function, headed by the group property manager. While this is not a function that is necessarily central to a retail business, it is important to Richer Sounds, which has a policy of owning its shops, wherever possible, and therefore has a sizeable property portfolio.


Questions (with suggested answers)

1. Why do you think the Operations department is the largest functional area within Richer Sounds?
The Operations department is not only responsible for the running of the 53 stores, but also incorporates the Human Resources function, and so is responsible for all of the staff.  As such, it is the functional area that has the greatest contact with customers, and so it is not surprising that it is the largest functional area.


2. How does Richer Sounds ensure that the activities of each functional area are co-ordinated across the business?
Each functional area is headed by a director, and directors meet regularly as a management board.  As such, each functional area should be aware of what is going on in other functional areas, making it easy to co-ordinate their activities.

3. Why do think the finance department is based at the head office of Richer Sounds?
The finance function will need to work and communicate with all of the other functional areas on a regular basis, and will provide key financial data to the management board.  As such, it would seem logical for it to be based at the Head Office, where the communication tools are, and where management board meetings are most likely to take place.


4. What are the benefits to Richer Sounds of having a separate “Property” functional area?
The ownership of property is not “central to a retail business”, and as such having it as a separate functional area would mean that it will not need to get involved in the day-to-day running of the stores that the other functional areas need to be involved with.  This means that it can focus on acquiring suitable premises that the business may need.
5. Richer Unsigned is a platform for new, undiscovered musicians.  Discuss whether the marketing department is the best functional area to have responsibility for this not-for-profit venture.
The marketing department probably is best suited to have responsibility for Richer Unsigned.  This is because it highlights the commitment of the business to the music industry, and since the business began by selling Hi-fi equipment it is an industry that it has strong links with.  By promoting unknown artists, it will presumably attract those customers that are most interested in music, and there is always the hope that they might discover the next big thing in music, who would then be thankful to Richer Sounds for their support, and be willing to promote them.  On a more practical note, of the functional areas that exist within Richer Sounds, the marketing function is the only one whose responsibilities involve communicating on a large scale with potential customers, as this not-for-profit venture requires.
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Unit 1: The business environment 

Learner Activity
Functional areas in business
In this lesson element, you will work in small groups and read the Richer Sounds case study and answer a number of questions relating to functional areas in that business.

Activity 1

Richer Sounds Case Study

	When you think about ‘working in retail’ the first jobs that come to mind are probably those of the shop staff. They are the visible face of the business: the people who interact with customers every day and whose performance has a big impact on the turnover of the business.

Yet the interface with the customer is only one of the many functions that make up a retail business. In order for any sales to take place, there must be people working to get the products on to the shelves, to design and run the IT system on which shops depend, to handle the finances, pay the bills and implement the marketing strategy and so on. All these functions must work well together if the business is to be successful and profitable.

Richer Sounds, the high street electrical chain, divides its operations into eight functional areas. Some of these, such as finance, are common to all businesses, but some are particular to retail and to Richer Sounds’ own way of organising its activities.

Each functional area is headed by a director, and these directors, plus the chairman and the managing director, make up the management board which runs the business. The directors meet regularly and report to the chairman and the managing director, who have ultimate control.

The functional areas are: operations; sales; purchasing; IT and stock control; marketing; finance; logistics, technical services and other non-retail services; and property. 

Operations are the largest department, responsible for the company’s 53 stores and the colleagues who work in them. At board level, there is an operations director and a sales director. The store managers all report to both directors and in practice, everyone working in the shops or call centre is working in sales.

At Richer Sounds, the operations function is designed in line with the company’s philosophy that to give good customer service, a business must first look after its employees. So operations includes the human resources department, which delivers what the company calls ‘colleague support’ – the detailed system of training, motivation and reward for employees.
The store managers, deputies and sales colleagues are part of operations, and there are store inspectors, reporting to a head of total quality, who ensure that the shops meet consistent standards.  As well as its high street stores, Richer Sounds offers telephone sales, so the call centre is also part of operations.  Effectively, operations are the function that has the greatest contact with customers.
Purchasing is a key function for Richer Sounds, because of the nature of its business. In the highly competitive world of electrical retailing, the company relies on being able to offer quality products at the best price. Achieving this best price, while maintaining profitability, comes down to the purchasing department’s skill in sourcing products and negotiating deals with suppliers. The department has to keep up to date with what suppliers internationally are offering, not just televisions, hi-fis and home cinema but all the accessories and supplementary products that go with them.

Stock control is a major function for retail businesses and depends on an effective IT system, so at Richer Sounds, stock control and IT come under the same director. The IT manager is responsible for the IT system operating in all the stores – holding stock, price and sales data – and for the company’s website. The stock control manager has a team of stock auditors who go round the stores.

Every business needs a finance function. Richer Sounds has a streamlined finance department at its head office, managing the payroll, the company’s accounts, and the bought ledger (ie purchasing) finances.

Most companies also have a marketing function. In a retail business, which must constantly communicate with its customers in order to compete against other businesses, this is particularly important. Richer Sounds’ marketing director is in charge of the managers, designers and assistants who design and produce the company’s adverts, brochures and other materials, which are largely done in-house. The marketing department is also responsible for conveying the company’s message through the website and social media and is in charge of one of the company’s not-for-profit ventures, Richer Unsigned – a platform for new, undiscovered musicians.
The shops are not Richer Sounds’ only area of operations, so the company has a whole function dealing with its non-retail activities. This includes the technical arm, which carries out installation: the company offers a service whereby it will install, for example, a hi-fi or home cinema system in the customer’s home. The technical department will also service or repair products, if this can be done in-house, or liaise with suppliers if products have to be returned to the manufacturers for servicing. This function covers non-retail sales, such as via Amazon or E-Bay, and is also responsible for logistics, the essential link between the company’s warehouse and its stores, ensuring that stock is delivered on time to the right place.

Finally, Richer Sounds has a property function, headed by the group property manager. While this is not a function that is necessarily central to a retail business, it is important to Richer Sounds, which has a policy of owning its shops, wherever possible, and therefore has a sizeable property portfolio.


Questions

1. Why do you think the Operations department is the largest functional area within Richer Sounds?
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
2. How does Richer Sounds ensure that the activities of each functional area are co-ordinated across the business?
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
3. Why do think the finance department is based at the head office of Richer Sounds?
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
4. What are the benefits to Richer Sounds of having a separate “Property” functional area?
_____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

5. Richer Unsigned is a platform for new, undiscovered musicians.  Discuss whether the marketing department is the best functional area to have responsibility for this not-for-profit venture.
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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