Functional Activities
The most common way to organise an organisation is around the functional activities of the business:
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Human Resources

recruitment & selection

training & development

industrial relations
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Marketing
market research

product development

advertising & promotion
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Finance
raising finance

budgeting & cash flow
final accounts

ratios & their analysis
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Operations
purchasing stock

producing & distributing goods
quality
How big the departments are will depend on how important they are for the organisation.  For example, if the business does not employ a large workforce then the Human Resources Department would not be very big; or if the business only has one or 2 big customers then the Marketing department may not be very large.

When the business is organised into departments based on the functional activities it means that all the people within that department will have skills or expertise in that area.
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Advantages of Functional Departments

· The resource will be better used:
Resources that were only used in that 
department would only be located in that 
department saving the organisation money.
· Staff will become experts in their own field:
Staff working in Marketing will become experts in all things marketing.

· Career paths are created within the departments:
Once you have developed expertise in one of the departments it is easier to obtain promotion in that area.

· Communication and co-operation within the department can be very good:
All the people within the department work well together and know each other well.

· Team work improves:
Working together means that staff have a feeling of ‘all being in it together’ and they are motivated to work harder for each other and for the department.
· Decision Making is better

Each department has a manager who makes the decisions for the department.  The department manager is the expert that senior managers can obtain advice from in that particular area of operations.
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Disadvantages of Functional Departments 
· Staff can feel they work for the department rather 
than the organisation:

This can lead to staff seeing other departments as rivals 
and competitors rather than fellow workers.  This can lead 
to in-fighting which causes time wasting and inefficiency.

· Communication barriers between departments:
Although there may be excellent communication within departments, it is often only the managers of different departments who have formal communications with each other.

This means that communications between departments can be slow, which means decision making for the whole organisation is less effective and more time-consuming that it should be.

· Some problems cannot be solved by one department:

Many day-to-day problems will need the attention of more that one department.  It may be difficult to identify who has overall responsibility.

· Change may be more difficult:

Barriers between departments can make it difficult to make changes which affect the business as a whole.  This means that change can be slow or even not happen at all.  As a result, opportunities to do something new can be missed.

Functional Relationships

When one department offers a direct service to another department, it is said to have a FUNCTIONAL RELATIONSHIP with this department.

[image: image7.jpg]


[image: image8.jpg]



[image: image9.jpg]


[image: image10.png]



[image: image11.png]&
(3
©
5
<5
=






The Human Resources Department has a functional relationship with the Sales Department because whenever there is a vacancy in the Sales Department the Human Resources Department would advertise, interview and fill this vacancy.


The Finance Department has a functional relationship with the Operations Department because they will pay the bills for the stock which the Operations Department needs to produce the organisation’s good/service.
Functional Activities/Relationships
Task 1

For each of the functional departments below give one activity that they would carry out:

	Human Resources
	

	Marketing
	

	Finance
	

	Operations
	


Task 2
Explain the functional relationships that could exist between the following departments:
Human Resources Department & Finance Department

___________________________________________________________

___________________________________________________________

___________________________________________________________

Marketing Department & Operations Department

___________________________________________________________

___________________________________________________________

___________________________________________________________

Paired Task

Each of the functional departments:  Human Resources, Finance, Operations and Marketing all carry out important roles on behalf of the organisation.

With your partner outline how each of these departments and their staff can contribute to the success of the business:

	Human Resources
	

	Finance
	

	Operations
	

	Marketing
	


Sales Department
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Operations
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