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FEATURES OF THIS BOOK

Edrolo’s VCE Business Management Units 1 & 2 textbook has the following features.

Theory

Hooks introduce the content of the
lesson in an approachable way.

—

Sources of finance

1.2.71. Equity capital
1.2.71.2 Debt capital
1.2.71.3 Grants |
1.2.71.4 Overdraft £

Key knowledge units
break down the theory
into smaller chunks
that correspond with
the relevant theory
lesson videos on the
Edrolo online platform.

2 conrl |2 INTERNAL BWIRONMENT

ZG Sources of finance

Study design dot points provide
explicit links between the content
covered in each lesson and the

VCAA curriculum.

vt

Key definitions are
provided for the
business terms that are
explicitly included in
the curriculum.
Additional terms are
terms not explicitly
included in the
curriculum that are
defined to assist
students to understand
the context of the
theory.

opportunities.

Explo e boxes include useful
) tips, lesson links, and extension

Questions

Theory review questions
test if students have
understood the
fundamental concepts
within the lesson.

& CHAPTERS MARKET NG A BUSIESS

51 Questions

Activities provide engagement

and an opportunity to apply
understanding of the content
covered in each lesson

Real-world examples
and hypothetical
‘theory in action’
business examples
provide context

for understanding
business concepts
and information about
businesses.

Exam-style questions
reflect the style of
questions presented in
the end-of-year exam for
Units 3 & 4, but are based
on Units 1& 2 content.

J

Testing previous
knowledge questions
provide an opportunity
for students to re-engage
with related concepts
from earlier lessons.

J

Case study skills questions develop information-extraction skills
and enable students to infer information required to answer case

study exam-style questions within the same lesson.

v

FEATURES OF THIS BOOK



Back to contents

Answers
. ) Online video solutions provide immediate feedback
Explanations are provided for . .
) - and extra guidance on how to answer questions.
each theory review question to

help students understand the
answer in greater detail.

& 08—

51 The product life cycle

Q13: Dutline twa ways that businessks improve the secial wellbein... .

—_—

I hav.
linked it
marketin; \

| have refepmmmr—— -

and ‘Mart |

| have

Ju

Checklists break down
exam-style questions to
highlight what is required | Exemplar responses are provided for every exam-style question
to earn full marks. - to demonstrate what a full mark response could look like.

J
Other acceptable responses are included when there are
multiple answers that could achieve full marks. )
Reviews
]
AOS review activities
Unit 1A0S 1review help students to revise and
e e develop their understanding

Area of Study (AOS) of the content covered
summaries outline throughout the whole AOS.
knowledge from
the entire AOS, and
include a concept X .
map demonstrating AOls(;‘eVIew quesltlons
the relationships Include exarr]n—sty eb J
between ideas. questlons.t at can be use

as a practice test to prepare

for in-class tests and end-

of-unit exams.

J

A contemporary business case study can be
used as a resource to answer the exam-style
questions that follow.

FEATURES OF THISBOOK  V
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Approaching exam-style questions

The VCE Business Management study design (VCAA, n.d.)
specifies that a student’s level of achievement in Units 1 and 2 is
a matter for school’s to determine through a variety of assessment
tasks. There are many suitable assessment tasks listed in the
study design including a case study analysis and short-answer
and extended-answer structured questions, and many schools
choose to assess students with these types of questions under
test conditions, as this is good preparation for the VCE Business
Management examination for Units 3 and 4. The exam-style
questions in this Edrolo resource are designed to replicate the
same style of question used in the Units 3 and 4 exam, which
many Unit 1 and 2 school assessments are based on.

sl

In order to demonstrate a high level of achievement in Units 1 and 2 assessments, it is important for
you to understand how to interpret exam-style questions and respond to them appropriately.

Dissecting a question

Before approaching an exam-style question, it is necessary to dissect the question into its parts to understand
what you are required to do. For larger-mark questions, this can also allow you to assess how many marks might
be available for each part of the question, and can therefore indicate how much time you spend on each part.
Exam-style questions contain the following features: command terms, limiting terms, and content terms. Please
note, not all questions have limiting terms. In Example A, there is also a case study provided as a stimulus, which
has been common in previous VCE Business Management exams.

Example A

Command term Content term
Limiting terms

Describe two pricing strategies a business could use to price its product. (2 MARKS)

Command terms

The Victorian Curriculum and Assessment Authority (VCAA) has published a glossary of ‘command terms’, which
are instructional words commonly used across the Victorian curriculum, including in VCE exams. These terms
are often referred to as ‘task words’ and they communicate instructions to students. In the context of VCE exams,
command terms instruct students on how to respond to a question. Common examples of command terms used

in Business Management include define, describe, explain, analyse, discuss, and evaluate. You can refer to the
VCAA website for the most up-to-date information about command terms.

Limiting terms

Limiting terms are terms that provide further clarification about what you need to do, or how you need to respond
to the question. Limiting terms may quantify the instructions by specifying a number of factors that you need to
limit your answer to, or they might qualify the instructions by specifying more information.

Content terms

Content terms are the terms that come from the VCE Business Management Study Design. These are the topics
and concepts you will have studied.

Vi

APPROACHING EXAM-STYLE QUESTIONS
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USEFUL TIP

You can remember the three categories of key terms as ‘CLC’

e Command terms
e Limiting terms
e Content terms

You can apply this framework to guide your response to any question in the exam!

Responding to a question

Once you have dissected the question, it should be clear how you can respond. For Example A above, you can see
that the question is worth two marks, and you are required to describe two pricing strategies. This means there
will be two elements required for your response: A description of a chosen pricing strategy; and a description

of another chosen pricing strategy.

In this Edrolo resource, you will find checklists to guide your response for each exam-style question, such as the
checklist for Example A below:

[One pricing strategy that a business could use is the cost-plus pricing strategy. The cost-plus
pricing strategy involves determining the selling price for a product by taking the unit costs and
adding a percentage markup.‘] [Another pricing strategy that can be used is the competition-based
pricing strategy. The competition-based pricing strategy involves a business setting a selling price

for the product that is similar to that of competing products.z]

| have identified and described one pricing strategy a business can use to price its product.'

| have identified and described another pricing strategy a business can use to price its product.?

| have signposted my response by using, ‘One pricing strategy’ and '‘Another pricing strategy’.

t

Signposting improves your response to the question.

An'IDEalL' approach to case study questions

It is common for questions in VCE Business Management assessment tasks and exams to contain hypothetical case
studies to refer to when responding to the question. When faced with a question like Example B, it can be helpful
to use the IDEaL approach. This stands for Identify, Define, Example and Link.

Example B

Samarth has decided to rent a building on the outskirts of Westfield Doncaster shopping centre and is
planning to open a restaurant called Samarth's Samosas. He estimates that he will hire two chefs and Case stud
ten part-time wait staff. Samarth is currently investigating the different legal and government regulations Y

that relate to his business.

Content term

Identify and explain two types of legal and government regulations that may impact Samarth’s business planning. (3 MARKS)

Command term Limiting terms

The following exemplar response and checklist demonstrate how using an IDEaL framework can ensure you have
comprehensively addressed the requirements of the question.

APPROACHING EXAM-STYLE QUESTIONS

Vil
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Id

! I

[One key regulation Samarth should consider is employment laws and regulations, which are dentify

Define —— rules that govern the relationship between employers and employees.‘} [As Samarth is going to

hire chefs and wait staff, he must plan to provide his employees with the minimum wages and

Link ——— conditions set out in the relevant Iegislation.z} [Furthermore, another key regulation Samarth must

consider is council regulations, which are the local government'’s rules made to govern businesses

operating in a specific geographic area.ﬂ [Samarth may need to consider issues such as how «<—— Example
Samarth's Samosas plans on disposing of its waste, and ensure that these methods comply with

the rules on waste set out by the council that Westfield Doncaster is within.* |

entify — I have identified and defined a legal and government regulation.! Define
I have provided an example relevant to the case study and linked it to my chosen legal
and government regulation.? Example
| have identified and defined another legal and government regulation.®
I have provided an example relevant to the case study and linked it to my chosen legal «——— Link
and government regulation.*
| have signposted my response by using ‘One key regulation’ and ‘another key regulation’.
| have referred to the business directly by using ‘Samarth’ and ‘Samarth’s Samosas’.
| have used connecting words, such as 'Furthermore’.

USEFUL TIP

You can use the approaches described above to respond to any exam-style question in this textbook,
in your in-class assessments, and in end-of-unit exams.

Good luck!

VIII APPROACHING EXAM-STYLE QUESTIONS
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What is a contemporary business
case study?

The VCE Business Management study design (VCAA, 2022), for accreditation period 2023-2027, focuses

on using contemporary business case studies. This is to allow students to ‘develop an understanding of the
complexity of the challenges facing decision-makers in managing businesses and their resources’. These
contemporary case studies must be drawn from the past four years. The importance of case studies is evident
in each Area of Study (AOS) in Units 1 and 2, as they all specify the key skill ‘analyse case studies and
contemporary examples of business management’.

This Edrolo resource aims to provide you with a contemporary business example for as many concepts in the
study design as possible. Throughout every chapter in this textbook, you will find many real-world examples
and extended real-world examples. Each Area of Study (AOS) review also contains an extended contemporary
business case study. These examples provide information about the businesses’ activities and /or factors that
have affected the businesses. Well-known businesses such as Woolworths, Instagram, Bunnings, and Apple are
featured, alongside smaller local business examples.

¢ ©F mEEn

AUNNINGS
warehouse

Images (left to right): solomon7, rvisoft, haireena, Emagnetic/Shutterstock.com

The contemporary case studies provided within this textbook are drawn from events occurring between
2020-2022, and could, therefore be considered ‘contemporary’ for the four years following the particular case
study date. However, it is always advisable to remain informed and aware of recent news media and events
occurring in well-known businesses.

In addition to real-world examples, there are a variety of hypothetical small business case studies, referred
to as ‘theory in action’ examples. These examples are provided for business concepts where it is difficult

to obtain information about real businesses, but where a hypothetical scenario is valuable to provide context
and a deeper understanding of business concepts. Table 1 provides a summary of the three hypothetical small
businesses that are referred to multiple times throughout this textbook.

Table1 ‘Theory in action’ hypothetical small business case studies used in this textbook

Elanor is an ex-army veteran who retrained

as a personal trainer. She owns and operates

a small business that provides high-intensity
boot camp fitness sessions to customers. Elanor
employs former servicemen and women as
fitness instructors, hence the business name
‘Veteran Fitness’

Stanley owns and operates Epicure, a small
gourmet supermarket that stocks high quality
food such as imported Italian chocolates, and
specialty salad dressings from the United States

Epicure

Vanessa owns and operates DevTech, a
small technology start-up that provides app
development services to other businesses.

[3)
go TE';a"/ch

J
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Businesses of all sizes are major contributors to the economic and social wellbeing of a nation.
The ability of entrepreneurs to establish a business and the fostering of conditions under which
new business ideas can emerge are vital for a nation's wellbeing. Taking a business idea and
planning how to make it a reality are the cornerstones of economic and social development.

In this unit, students explore the factors affecting business ideas and the internal and external
environments within which businesses operate, as well as the effect of these on planning a
business. They also consider the importance of the business sector to the national economy
and social wellbeing.

Reproduced from VCAA VCE Business Management Study Design 2023-2027
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In this area of study, students investigate the concept of
entrepreneurship. They consider how business ideas are
created and how conditions can be fostered for new business
ideas to emerge. New business ideas come from a range of

sources, such as identifying a gap in the market, technological
developments, and changing customer needs. Students
explore some of the considerations to be made before a
business can be established, as well as the importance of
businesses to the national economy and social wellbeing.

Outcome 1

On completion of this unit, the student should be able to
describe a process for creating and developing a business idea,
and explain how innovative and entrepreneurial practices can
contribute to the national economy and social wellbeing.

Reproduced from VCAA VCE Business Management Study Design 2023-2027
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LESSONS

1A
1B
1C

1D
1E
1F
1G

TH

Entrepreneurship
Personal motivation for starting a business

Characteristics of successful managers
and entrepreneurs

Sources of business opportunity
Goal setting
Business concept development

Market research and initial
feasibility studies

Businesses’ contribution to the wellbeing
of a nation

Business innovation and entrepreneurship

Unit 1 AOS 1review

KEY KNOWLEDGE

the concept of entrepreneurship

the personal motivation behind starting a business such
as the desire for financial and personal independence, to
make a profit and to fulfil a market and/or social need
the characteristics of successful business managers and
business entrepreneurs and how these characteristics
contribute to business success

sources of business opportunity such as innovation,
recognising and taking advantage of market opportunities,
changing customer needs, research and development,
technological development and global markets

the importance of goal setting and decision-making

in business

the importance of business concept development

the relationship between business opportunities and
business concept development

market research and initial feasibility studies

the contribution that businesses make to the economic
and social wellbeing of a nation

the methods by which a culture of business innovation
and entrepreneurship may be fostered in a nation, such
as government investment in research and development,
council grants for new businesses, school-based
educational programs in entrepreneurship, and the
creation of regional business start-up hubs
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1A Entrepreneurship

'The people who are crazy

X STUDY DESIGN DOT POINT
enough to think they can

change the world are the o
ones who do' - Steve Jobs

the concept of entrepreneurship

'There is no such thing 1CA:) 15 e L e L e L 1)'
as failure. Failure is just life
trying to move us in another |

direction.’ - Oprah Winfrey

Entrepreneurship

Entrepreneurial skills

Lesson introduction

As the process of setting up a business involves many challenges and risks, it takes substantial will

‘ g +— and determination to start a business. Individuals who have the desire to transform an idea into
, i an up-and-running business must acknowledge the possibility of failure and be willing to invest
S~ $ N 3 their time, money, and career in maximising their chance of success. Therefore, these individuals
w— W must have specific skills to set up and run a business successfully.

Entrepreneurship 1.1

Entrepreneurship is the process of establishing a business to satisfy a need in the market whilst
taking on the associated risks. While many individuals in society have business ideas, not all have
the desire or ability to take on the financial and social risks of transforming them into a business

KEY DEFINITIONS

Entrepreneurship is the

process of establishing a
business to satisfy a need
in the market whilst taking
on the associated risks.

ADDITIONAL TERMS

A business venture
is a new business that is
formed which involves risk.

Aloan involves borrowing
a sum of money from
another person or
institution, and then paying
the amount back at a later
date with interest attached.

-

LESSON LINK

Entrepreneurs will be
covered in further detail
in 1C Characteristics

of successful managers
and entrepreneurs.

J

a

CHAPTER 1: THE BUSINESS IDEA

venture. Therefore, entrepreneurship is more than simply having an idea, but rather involves
the capabilities of turning an idea into a successful business. Furthermore, creating, launching,
and running a business is challenging, time consuming, and expensive. Therefore, an individual
must be willing to commit to running the business, as well as taking a variety of financial risks,
such as investing their own money to finance a business’s activity, or obtaining a loan from an
external source.

REAL WORLD EXAMPLE

Entrepreneurship

Lorna Jane Clarkson is the founder of an athletic
apparel retail company known as Lorna Jane. Before
the establishment of the first Lorna Jane store,

she was a fitness instructor who was bored of the
‘unflattering and uninspiring’ workout clothing
available to women at the time. Risking her financial
security and career as a fitness instructor, she started
making her own activewear and selling it out of her
garage. As of 2021, there are over 134 Lorna Jane
stores across Australia.

Image: JJava Designs/Shutterstock.com

Figure1 Australian entrepreneur Lorna
Jane Clarkson is the founder of Lorna Jane,
a popular brand of activewear

Adapted from The Carousel, ‘Lorna Jane Clarkson: A Home-Grown
Success Story’, 2021
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Entrepreneurial skills 1.

An entrepreneur is an individual who starts up a business and takes on the associated risks

in order to satisfy a need in the market. Entrepreneurs need to develop a specific set of skills
when starting up their business. These skills may relate to their ability to take measured risks,
lead other employees, develop and conceptualise new products, and make informed business
decisions, as well as communicate effectively and create connections with business contacts.
Not all entrepreneurs already possess the skills needed to effectively run a successful business,
and therefore it may take some time to develop and hone their capabilities. By ensuring they
refine such skills, an entrepreneur can maximise the success of their business.

Table 1 Entrepreneurial skills

m Description of skill Importance of the skill

Risk-taking skills

Leadership skills

Innovation skills

Communication
skills

Decision-making
skills

Networking
skills

ACTIVITY

An entrepreneur who is a risk taker is prepared to risk
their money, time, and career to run their business
despite the possibility of failure.

An entrepreneur who demonstrates good leadership
skills will share the business’s vision with their
employees in order to inspire, support, and persuade
them to share this vision.

An entrepreneur who has good innovation skills is able
to develop new ideas and processes, as well as find new
approaches to problems that may arise.

An entrepreneur who has good communication skills
can clearly transfer information to employees and
other relevant people, both internal and external

to the business. Strong communication is a two-way
process requiring an entrepreneur to clearly present
their vision, but also listen to, and consider feedback.

An entrepreneur who has good decision-making skills
is able to select a suitable course of action from a
range of plausible options.

An individual who has good networking skills is able
to develop business contacts that can provide
assistance in the future.

Entrepreneurial skills

KEY DEFINITIONS

An entrepreneur

is an individual who starts
up a business and takes
on the associated risks

in order to satisfy a need
in the market.

Through taking calculated risks, an entrepreneur may
gain access to more opportunities that can help their
business grow and become competitive.

Providing employees with a clear picture of what the
business is hoping to achieve in the future will likely
motivate and encourage employees to work towards

achieving this vision.

Innovation can allow a business to distinguish itself
from its competitors, or to develop new practices that
improve the business’s operations.

Through effective communication, an entrepreneur
can provide a clear vision and direction for employees.
It also allows the entrepreneur to listen to feedback
from employees which may lead to changes that
benefit the business and its operations.

The process of starting and running a business will
constantly require decisions to be made. Therefore,
being able to select the best possible option from

a range of alternatives is essential to business success.

Establishing connections and developing a strong
network can allow individuals outside of the business
to offer their support and expertise in particular areas,
therefore benefiting the business.

Being an entrepreneur is not for everyone. There are many online quizzes that indicate whether

or not you have what it takes to be an entrepreneur. Search up ‘Quick quiz: Would you make a good
entrepreneur? - BBC News'. Click on the first link and take the quiz. The quiz questions are designed
to estimate whether you have the skills and personal attributes necessary to be a successful
entrepreneur, but remember, the results of these types of quizzes are not always accurate.

After completing the quiz, answer the following questions:

1. Were you surprised by the result? Why or why not?
2. Inyour opinion, are there any entrepreneurial skills you think you need to develop?

3. Do you see yourself being an entrepreneur in the future?

Theory summary

Entrepreneurship involves a variety of risks as there is no guarantee that establishing

a business will lead to its success. Therefore, before deciding to establish a business,
individuals must determine whether they are willing to put everything on the line to start
and grow their business, as well as whether they have the necessary skills required

to be an entrepreneur.

1A ENTREPRENEURSHIP 5
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1A Questions

Theory review

Question 1
Entrepreneurship is the concept of: (Select all that apply)

. transforming an idea into a business venture in order
to satisfy a market need.

Il.  running an existing business by relying on funding and
expertise from others.

II. utilising a variety of skills to successfully establish and
run a business.

Question 2

It is essential that an entrepreneur has or develops a particular
set of skills to maximise the chances of the business being

successful.
A. True
B. False

Question 3
Fill in the blank with one of the following terms:
® communication
e decision-making
As entrepreneurs need to be able to select a suitable course

of action from a range of plausible options, they need to have
good skills.

Question 4

Communication skills are important for an entrepreneur as it

means that they will be able to:

A. provide employees with a clear direction so they understand
what is required of them, allowing them to perform their role
in the business more effectively.

B. develop new ideas that will help satisfy a need in the market.

Question 5

Fill in the blank with one of the following terms:
® innovation

® networking

An entrepreneur who is able to establish strong connections
with individuals outside the business who may be able

to offer their support and expertise in the future has the

skill of

Question 6

An entrepreneur who has good innovation skills is able
to develop new ideas and processes, as well as find new
approaches to problems that may arise.

A. True
B. False

Question 7

Fill in the blanks with the following terms:

e |eadership

® risk-taking

An entrepreneur who has good skills will share
the business'’s vision with their employees in order to inspire,
support, and persuade them to share this vision. However,

an entrepreneur who has good skills is able to gain

access to greater business opportunities by taking calculated
chances in business.

Question 8

There are no risks associated with entrepreneurship.
A. True

B. False

6 CHAPTER 1: THE BUSINESS IDEA
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Preparing for exams

Case study skills

Question 9

Samantha has recently quit her job working for Bloom Clothing, a business that manufactures and designs
clothing for young adults. She has decided that she wants to start her own clothing business but is unsure
about what is required of her when running a business.

Identify which of the following statements are true or false about entrepreneurial skills with reference
to Samantha.

True False

. Samantha does not need to develop a strong network of contacts from O |
Bloom Clothing because they have no experience or expertise in the
clothing industry and will not be able to help Samantha in the future.

Il.  Samantha must be willing to take risks to run the clothing business (| O
despite the possibility of failure, as this can reveal more opportunities
that can help her clothing business grow.

Ill.  Samantha should have good decision-making skills as she will need O |
to be able to select a suitable course of action for the clothing
business from a range of plausible options.

IV. Samantha does not need communication skills as she will not need O |
to transfer any information to her future employees about their roles
within the clothing business.

V. Samantha should have innovation skills as she needs to be able (| O
to develop new ideas and processes, which will distinguish her
clothing business from others, such as Bloom Clothing.

VI. Samantha should ensure that she has good leadership skills as she | |
will need to share the clothing business's vision with her employees
to motivate them to achieve this vision.

Exam-style

Question 10 (1 MARK)

Define the term ‘entrepreneur’.

Question 11 (1 MARK)

Define the term ‘entrepreneurship’.

Question 12 (2 MARKS)

Outline the importance of an entrepreneur having good networking skills.

Question 13 (3 MARKS)

Samantha has recently quit her job working for Bloom Clothing, a business that manufactures and designs
clothing for young adults. She has decided that she wants to start her own clothing business but is unsure
about what is required of her when running a business.

With reference to Samantha, explain the concept of entrepreneurship.

Question 14 (4 MARKS)

Outline the importance of two entrepreneurial skills when starting a business.

1A ENTREPRENEURSHIP 7
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Personal motivation for
starting a business

Starting a business is often

described as taking a leap

of faith. Throwing yourself o the personal motivation behind starting a business such as the desire for financial and

into a world of unknowns personal independence, to make a profit and to fulfil a market and/or social need

to try and turn your dreams

into an up-and-running 1A 1B 1C 1D 1E 1F 1G H 1l

business can be daunting. -) D
So if it's so doom and |

gloom, why do so many
people want to start their [ 11.21 |
Personal

own business?
independence

o ©5 @B D

Financial To make a To fulfil a To fulfil a
independence  profit market need social need

Lesson introduction

All successful businesses will sell goods or services that customers want. For a business to be

a successful start-up, it is essential for a business owner to have a strong motivation behind
creating their business. While the pursuit of profit and financial independence are often important
motivators behind many businesses, there are also a number of other reasons an individual may

be driven to establish a business. Business owners may be motivated by the desire for personal
independence, or the drive to fulfil a social or market need when starting their business.

AR WA

Personal independence 1.1.2:

Personal independence involves a person being in control of their own decisions and actions.
Many individuals start a business as they have the desire to have full control over their job and

KEY DEFINITIONS

Personal independence
involves a person being
in control of their own
decisions and actions.

ADDITIONAL TERMS

Goods are physical items
that satisfy an individual's
wants or needs, such

as clothing.

Services are actions

that are performed for
customers to fulfil their
wants or needs, such

as a doctor’s appointment.
A start-up is a business

that is in the early stages
of its establishment.

CHAPTER 1: THE BUSINESS IDEA

be their own boss. Working under an employer involves following instructions and helping
someone else achieve their objectives and, as a result, some individuals feel constrained when
employed under these conditions for a long period of time. These individuals may want to
seek personal independence and be in charge of making decisions in relation to their business.
Additionally, starting a business can allow the owner to have greater flexibility in their hours
and working conditions as they can dictate these themselves. For example, the owner may
decide to work from home for a particular period of time, rather than physically coming

to work. This enables them to better adapt their work to their personal needs and lifestyle.

THEORY IN ACTION

Personal independence

Stanley has spent the last seven years as a senior
manager of a supermarket. Over time, Stanley has
started to burn out, as constantly responding to his
employers' instructions has taken its toll. With

a passion for gourmet food, Stanley was driven

to start working on opening his own gourmet
supermarket, Epicure. This has allowed Stanley

to be in charge of the direction of the business.

Y ==
==

Figure1 Stanley is the owner of Epicure and
has achieved personal independence through
his business

/
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Financial independence 1.2

Financial independence is the ability to fund a desired lifestyle without relying on income from
another individual. One of the main reasons why individuals decide to own their own business
is because it allows them to no longer rely on an employer for their income. The revenue and
eventual profits that a business owner earns are directly related to the success of their actions
when running their business. A successful business has the potential to increase the owner’s
wealth and may allow them to retire at a young age.

/WANT TO KNOW MORE?
While the desire for financial independence is a strong
motivator behind many start-ups, individuals often
establish a business without taking into consideration
the financial risks of doing so. It is estimated that
approximately one in three start-ups in Australia fail
within the first year of operation, two in four after
three years of operation, and three in four after five
years of operation.

Adapted from Review42, ‘What Percentage of Startups fail Figure 2 Thereis a high risk of failure when

[30+ Stats for 2022]', 2022 starting a new business

%

To make a profit 1123

Making a profit involves a business generating more revenue than expenses it incurred.
Individuals working for an employer often feel that, as an employee, their earning potential

is limited. Like the desire for financial independence, individuals can be driven to start their
own businesses to earn more money. The belief that the business will eventually make a large
profit may be strong enough to encourage a new business owner to persist as a business usually
incurs a loss in the early stages of its establishment.

ACTIVITY

To make a profit

While many individuals establish a business with the desire to make a profit, doing so is not as simple
as it seems. In fact, some of the most well-known brands did not earn a profit until they were operating
for a few years. In groups, research the following businesses and answer the corresponding questions:
Businesses:

e Amazon

o Netflix

e Google

e Tesla

Questions:

1. When was the business established?

2. When was the business's first profitable year?
3. Do these results surprise you? Why or why not?
4

. Why do you think businesses struggle to make a profit as a start-up?

To fulfil a market need 1124

Fulfilling a market need is when a business fills a gap in the market by addressing customer
needs that are currently unmet or underrepresented by competitors in the same industry.
When starting a business, individuals may be motivated to satisfy customer needs that

are currently unmet or underserved by other businesses. Creating a product that satisfies
underrepresented needs is referred to as filling a gap in the market. Businesses can fulfil

a market need by providing a good or service that better satisfies existing customer demand,
or by creating a new product that meets customer wants and needs.

KEY DEFINITIONS

Financial independence
is the ability to fund a
desired lifestyle without
relying on income from
another individual.
Making a profit involves
a business generating
more revenue than
expenses it incurred.
Fulfilling a market need
is when a business

fills a gap in the

market by addressing
customer needs that
are currently unmet or
underrepresented by
competitors in the

same industry.

ADDITIONAL TERMS

Revenue is the amount
of money a business
makes from selling its
goods or services.

Expenses are the costs
incurred when operating
a business.

A product is a good
or service that satisfies
consumer wants

and needs.

1B PERSONAL MOTIVATION FOR STARTING A BUSINESS
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KEY DEFINITIONS

Fulfiling a social need

is improving society and
the environment through
business activities.

ADDITIONAL TERMS

A social enterprise is a
type of business that aims
to fulfil a community or
environmental need by
selling goods or services.

LESSON LINK

Social enterprises will be
covered in further detail in
2B Types of businesses.

10 CHAPTER 1: THE BUSINESS IDEA

REAL WORLD EXAMPLE

To fulfill a market need

Zoom is a video communication software program
founded by Eric Yuan that allows users to meet with
one another online. While Zoom became highly
popular in 2020 due to the COVID-19 pandemic, Eric
Yuan created the app in 2011 to fulfil his own personal
needs. During his first year of college, Yuan frequently
took ten-hour train rides to see his girlfriend. This
inspired him to establish a platform, Zoom, that would
make it easier to talk to his girlfriend and allow other
families and friends to connect with their loved ones
virtually. However, Yuan also created zoom with the
foresight of becoming a business communication
service, allowing businesses to conduct online
meetings. Therefore, individuals would be able to join
a business meeting from across the globe, filling a gap
in the video conferencing market.

Image: ymphotos/Shutterstock.com

Figure 3 Zoom was founded in 2011 by Eric Adapted from Caltech, ‘How Zoom Supported the New Virtual
Yuan to fulfil a market need Society and Then Adapted to the World It Created’, 2022

To fulfil a social need 1125

Fulfilling a social need is improving society and the environment through business activities.
Many business owners are motivated to establish a business that fulfils a social need and
positively impacts society through contributions and improvements to the local or wider
community. Examples of common societal issues that a business can address include preserving
the environment, aiding disadvantaged individuals, and preventing homelessness. A business
that exists to address a social need is called a social enterprise.

THEORY IN ACTION

To fulfil a social need

Elanor is an ex-army veteran who has recently

completed a personal training course. She plans to 23
use her qualification to set up a gym facility called

Veteran Fitness. The fitness sessions at the gym will

be run by other retired servicemen and women who

Elanor plans to employ. As Elanor understands how

difficult it is for retired servicemen and women to find Figure 4 Elanor is the owner of Veteran
employment, she is fulfilling a social need by helping Fitness, a gym facility dedicated to helping

o ) retired servicemen and women
them transition to new careers as personal trainers. find employment

P

Theory summary
There are many different motivations behind starting a business, including:

» personal independence, which is the desire to have full control over one’s own
decisions and actions.

 financial independence, which is the desire to have full control over one’s income.
» to make a profit, which occurs when revenue earned outweighs expenses incurred.

* to fulfil a market need, which is the desire to fill a gap in the market where there
is a demand for products but little to no supply.

» to fulfil a social need, which is the desire to address a social issue in the local
or wider community.
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1B Questions

Theory review

Question 1 Question 5
The personal motivation to start a business is the same for all Fill in the blank with one of the following terms:
new business owners.

e to make a profit

A. True e to fulfil a market need
B. False An individual who wants to start a business to increase the
amount of money they earn over a period of time is personally
Question 2 motivated
By achieving personal independence, the business owner
becomes responsible for decision-making at the business. Question 6
A. True Addressing a previously unmet area of demand is an example of:
B. False A. fulfilling a social need.
B. fulfilling a market need.
Question 3
Fill in the blanks with the following terms: Question 7
® personal independence The personal motivation for starting a business is important
e financial independence for any start-up.
The desire to be in control of one's income is , A. True
whereas the desire to be in control of one’s decisions and B. False
actions is
Question 4

A business owner may operate their business to fulfil
a social need by:

A. focusing on improving the welfare of one or more
aspects of society.

B. aiming to meet a currently unmet demand of society.

Preparing for exams

Case study skills

Question 8

James has decided to start a business that will plant one tree in areas affected by deforestation each time
a pair of jeans is sold.

Identify which of the following is a correct statement about James' personal motivation behind starting
his business.

A. Through his jeans business, James is fulfilling a market need by meeting customers’ demands to preserve
the environment.

B. James initially started his jeans business to make a profit as he felt his earning ability was limited in his
previous job.

C. By addressing the issue of deforestation through his business, James is motivated by fulfilling a social need.

1B PERSONAL MOTIVATION FOR STARTING A BUSINESS M
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Question 9

Nadine has recently finished a university degree studying business and media. After deciding that she would
prefer to be her own boss following recent work experience, Nadine has chosen to start her own media business.
Part of her decision was also driven by the desire to earn significantly more than other workers her age.

Identify which of the following statements are true or false about the personal motivation behind Nadine
starting her own media business.

True False

. Nadine is starting a media business so that she can have the personal | |
independence of being her own boss.

Il.  Nadine is starting a media business to fulfil the market need of a lack | |
of media outlets.

lll. Nadine is starting a media business to make a profit that earns her O O
more than others her age.

IV. Nadine is starting a media business to address the social need of the | |

lack of affordable access to media.

Exam-style

Question 10 (1 MARK)

Define the term ‘financial independence’.

Question 11 (2 MARKS)

Describe personal independence as a motivation behind starting a business.

Question 12 (2 MARKS)

Explain how fulfilling a market need may be a motivation behind starting a business.

Question 13 (2 MARKS)

Explain how fulfilling a social need may be a motivation behind starting a business.

Question 14 (2 MARKS)

James has decided to start a business that will plant one tree in areas affected by deforestation each time
a pair of jeans is sold.

Identify and explain the personal motivation behind James' decision to start a clothing business.

Question 15 (4 MARKS)

Nadine has recently finished a university degree studying business and media. Deciding that she would
prefer to be her own boss after recent work experience, Nadine has decided to start her own media business.
Part of her decision was also driven by the desire to earn significantly more than other workers her age.

Identify and explain the two personal motivations behind Nadine's decision to start her media business.

Testing previous knowledge

Question 16 (2 MARKS)

Outline two reasons why an individual may have the desire to become an entrepreneur.

12 CHAPTER 1: THE BUSINESS IDEA
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Characteristics of successful

managers and entrepreneurs

STUDY DESIGN DOT POINT

e the characteristics of successful business managers and business entrepreneurs and how
these characteristics contribute to business success

1A 1B

G )

1C 1D 1E

1G H 1

|

Characteristics of
successful managers

Lesson introduction

Characteristics of
successful entrepreneurs

Starting and managing a business requires commitment and sacrifice. Establishing and

operating a business is likely to be a time-consuming, expensive, and mentally draining process

for an individual. In order to succeed, an entrepreneur must possess or develop various
different characteristics, such as being innovative, resourceful, and willing to take risks.
Similarly, managers must be equipped with characteristics, such as flexibility, determination,
and communication skills in order to succeed when faced with challenges that may arise.

Characteristics of successful managers 1131

A manager is an individual who has the responsibility of overseeing and handling employees
whilst also running the day-to-day business tasks to achieve objectives. Many successful
businesses are run by an appointed manager rather than their original founders. While
managers are not always responsible for creating and establishing a business, they are critical

to a business’s success as they oversee and coordinate all business activities. In order to operate

a successful business, managers need to develop a range of characteristics.

Table 1 The characteristics of successful managers

Characteristic Description Contribution to business success

Communication
skills

Determination

Knowledge

A successful manager can clearly
transfer information to employees
and other relevant people, both
internal and external to the
business. Strong communication
is a two-way process requiring

a manager to listen to feedback.

Determined managers are
hardworking and focused
on achieving specific goals.

A knowledgeable manager
understands the environment they
operate in and how to perform the
relevant business tasks.

Effective communication provides

a clear direction for employees.

Tt also allows the manager to listen

to feedback from employees and
provide support where needed

so that employees can perform their
roles better. A manager that listens

to feedback will also make employees
feel more valued, improving
manager-employee relationships.

A determined manager will be
driven to put in the significant
amount of work required to develop
anew business, and effectively

plan a business’s direction or day-
to-day activities.

Being knowledgeable will enable

a manager to choose a course

of action that is in the business’s best
interest when change needs to occur.

Continues »

In order for a builder to
construct a house, they
must be equipped with all
the necessary tools. Without
these, their job cannot be
successfully completed.
Similarly, managers and
entrepreneurs require
certain tools, or skills, to
ensure their business is
able to operate successfully.
So what are some of the
characteristics that these
individuals must possess?

Tl

KEY DEFINITIONS

A manager is an
individual who has the
responsibility of overseeing
and handling employees
whilst also running the
day-to-day business tasks
to achieve objectives.

1C CHARACTERISTICS OF SUCCESSFUL MANAGERS AND ENTREPRENEURS 13
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REAL WORLD EXAMPLE
| = :
A

Image: https://wesfarmers.com.au/who-
we-are/leadership-team/profile/rob-scott

Figure1 Wesfarmers Managing
Director and Chief Executive
Officer, Rob Scott, possesses
several characteristics which
have enabled him to maintain
the company's success in

recent years

14 CHAPTER 1: THE BUSINESS IDEA

Table 1 Continued

Characteristic Contribution to business success

Strong ethics Being ethical involves possessing An ethical manager will ensure that
strong moral values and acting all employees, customers, suppliers,
in accordance with these values and the environment are treated
by engaging in morally-conscious well. The ethics of a business is also
behaviour. becoming a growing concern and

consideration of potential customers.
Therefore, by operating ethically,

a business may be able to attract more
customers to purchase its products.

Flexibility A flexible manager will be able A flexible manager will be able

to adapt and change the business’s
strategy when required, in order
to achieve the best outcomes for

a business. As society rapidly
changes and customer demands
continue to evolve, being able

to quickly adapt plans is essential
for a business’s survival.

to adapt to situations with ease.

Characteristics of successful managers

Rob Scott has been the Managing Director and Chief Executive Officer of Wesfarmers since 2017,

having held various other management roles within the company since 2004. Wesfarmers, which

owns Bunnings, Officeworks, and Kmart, is one of Australia's largest companies and one of the largest
employers in Australia. Mr Scott holds a Master of Applied Finance and a Bachelor of Commerce degree.
He has a Graduate Diploma in Applied Finance and Investments, is a qualified Chartered Accountant, and
has completed the Advanced Management Program at Harvard Business School. These qualifications,
and his many years of experience within the company, render him highly knowledgeable and experienced.
Another valuable management characteristic that Mr Scott possesses is determination. This is evident
both from his success in management and also his success as a dual Olympian, having won a silver

medal in rowing at the 1996 Atlanta Olympics and competed in the 1992 Barcelona games. Mr Scott
demonstrated the management characteristic of flexibility in early 2022 when he, along with some of

the Wesfarmers executive management team members, temporarily relocated to Melbourne from Perth
when Western Australia’s border closures were a barrier to managing the company. Mr Scott regularly
demonstrates his effective communication skills when speaking with the media about Wesfarmers.

Adapted from Wesfarmers, ‘Leadership Team’, n.d. and AFR, ‘It's now impossible to run Wesfarmers from Perth: Rob Scott’, 2022

ACTIVITY

Successful managers
Read the following scenarios:

e Ocean and Outdoors is a chain of 30 retail stores across Victoria that sell adventure gear, such
as hiking boots, wetsuits, and snorkels. Across the 30 stores, there are 650 employees that are
all managed by a single manager, Michael.

e High Flyer is an airline that specialises in selling flights between Australia and Asia. In 2020,
overseas travel stopped with many employees no longer having any work to do at the business.
The planes of the business also had to be placed in large storage areas during this time.

e Sally's Supermarket, located in Camberwell, caters for people with allergies and sells a wide
variety of products for people with dairy, gluten, nut, and egg intolerances. Sally is the manager
of the supermarket and teaches her team about allergies to ensure they are aware of all
allergens in any of their products and do not cross-contaminate any of their groceries.

In small groups, discuss the following questions:

1. For each manager, choose two skills that would be important to operate the business successfully:
determination, strong communication, flexibility, knowledge, or strong ethics?

2. Why did you select these two skills given the scenario?

3. Can you think of other skills that would be important for managers of all businesses to possess?
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Characteristics of successful entrepreneurs 1.3

An entrepreneur is an individual who starts up a business and takes on the risks associated

in order to satisfy a need in the market. A successful entrepreneur is an individual who is
capable of establishing a business that is not only profitable, but also capable of achieving its

goals. To become a successful entrepreneur, an individual requires a range of skills and qualities.

Table 2 The characteristics of successful entrepreneurs

Characteristic

Description Contribution to business success

Willingness to An entrepreneur needs to be able Through taking calculated risks,
take calculated to consider and choose when to take  an entrepreneur may gain access
risks appropriate risks, even when the to more opportunities that can help
outcome may be failure. their business grow and become
competitive.
Strong Being a good networker involves Developing a strong network can
networking being sociable and helpful so that allow for individuals outside of
ability you can develop business contacts the business to offer their support
and support networks. and expertise, which can benefit a
developing business.
Determination Determined individuals are those A determined entrepreneur will
who are hard working and focused respond positively to the stresses
on achieving specific goals. faced in developing a new business
as they will persevere, helping the
business to move forward.
Innovative Being innovative involves being able  Innovation can allow a business to
qualities to develop new ideas and processes,  distinguish itself from its competitors
as well as find new approaches to or to develop new practices that
problems that may arise. improve the business’s operations.
Resourcefulness = Being resourceful is the ability to A resourceful entrepreneur can help
overcome problems using what is their business minimise its costs
currently available. and be as profitable as possible,
especially in the developing stages.
Knowledge A knowledgeable entrepreneur A knowledgeable entrepreneur will

understands the environment they
operate in and how to perform
necessary business tasks.

REAL WORLD EXAMPLE

Characteristics of successful entrepreneurs

Janine Allis is the founder of juice bar, Boost

Juice, and is one of Australia’s most successful
entrepreneurs. Janine took a calculated risk when
starting Boost Juice, bringing the juice bar concept
that she had witnessed in the United States to
Australia in 1999. She entered the fast food market
with an innovative focus on ‘happy, healthy living, and
delicious products’. Janine was determined, working
close to 100-hour weeks to achieve her goal despite
no money coming in for the first three years of her
business venture. Her business now has a number
of brands under the banner of Retail Zoo, which

be able to adopt the best strategies
and business practices when starting
a business to improve its chances

for success.

includes Boost Juice, Bettys Burgers, Cibo and Salsas. ) ‘ o
She has over 600 stores in 13 different countries. Figure 2 Janine Allis is the founder
of Boost Juice and a successful

Adapted from Boost Juice, ‘About Us’, n.d. Australian entrepreneur

KEY DEFINITIONS

An entrepreneur is an
individual who starts up
a business and takes on
the risks associated in
order to satisfy a need in
the market.

LESSON LINK

Entrepreneurship
was introduced in
1A Entrepreneurship.

Innovation will be
covered in further detail
in 1D Sources of business
opportunity.

Goals will be covered
in further detail in
1E Goal setting.

1C CHARACTERISTICS OF SUCCESSFUL MANAGERS AND ENTREPRENEURS 15
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ACTIVITY

Successful entrepreneurs

A list of characteristics of a successful entrepreneur:
e innovative

o takes risks

e resilient

e has knowledge about the industry in which they are starting a business

e resourceful
e strong social skills and capacity to network
e willing to take responsibility.

Discuss the following questions with the class with regards to the list of characteristics:

1. Which of these skills do you think you already possess?

. Which of these skills do you think you would be able to develop further?

2
3. How might you be able to develop one of these skills?
4

. Search ‘A Brief History of Facebook, Its Major Milestones” on Google and click the link to read an article by Interesting Engineering.
What kind of skills did Mark Zuckerberg possess during the establishment of his widely successful ‘Facebook'?

Theory summary

and managers should possess.

relevant knowledge, and be resourceful.

Being an entrepreneur or a manager is a position that requires a substantial amount of effort and ability from an
individual. In order to ensure the business achieves success, there is a range of characteristics that both entrepreneurs

A successful manager should have effective communication skills, be determined, knowledgeable, ethical, and flexible.

e A successful entrepreneur should be able to take calculated risks, network well, innovate, show determination, possess

1C Questions

Theory review

Question 1

Being a successful entrepreneur or manager requires a specific
set of skills and qualities.

A. True
B. False

Question 2

Fill in the blank with one of the following terms:
e determined

e ethical

If a manager is when making business decisions, the
business can become more successful as customers are likely
to be attracted to moral businesses, and employees are likely
to be more satisfied by their job as they are treated with respect.

16 CHAPTER 1: THE BUSINESS IDEA

Question 3

Identify which of the following correctly describes how
communication may help a manager achieve business
success. (Select all that apply)

. Employees will understand what is required of them,
allowing them to perform their role in the business better.

Il.  The manager will be able to form better relationships with
employees, allowing for greater employee satisfaction
at work, thus motivating employees to work hard.

. A manager will be willing to work extra hours, contributing
to the achievement of the business's goals.

IV. A manager will be able to listen to the constructive
feedback of employees and implement the ideas suggested
by employees that they may not have thought of.

Question 4

A manager that is able to adapt to changes easily has the skill of:
A. resourcefulness.

B. flexibility.

C. innovation.
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Question 5

A manager may prevent long-term business success if they are

Question 8

A strong networking ability is an important characteristic for

not ethical. an entrepreneur to possess as it helps:

A. True A. contribute to business success as the entrepreneur

B. False is able to gain support and advice from individuals outside
the business, receiving their expertise which can assist
in developing and growing the business.

Question 6 B. contribute to business success as an entrepreneur can

Being knowledgeable is a characteristic of both successful
entrepreneurs and managers.

A. True
B. False

use networking to seek new job opportunities in case their
business is unsuccessful.

Question 9

Determination is a characteristic of both successful managers
and entrepreneurs as hard-working individuals who are focused
on achieving their goals are likely to devote significant time

to their business and persevere even when challenges in the
business arise.

A. True
B. False

Question 7
In order to be a successful entrepreneur, an individual should be:
A. determined, resourceful, and willing to take calculated risks.

B. innovative, indecisive, and persistent.

Preparing for exams

Case study skills

Question 10

Luke has developed his own range of beverages. He is considering starting his own business but isn't sure
if he has what it takes to be successful. Luke is also concerned that there are already many established
beverage products available.

Identify which of the following statements are true or false about the characteristics Luke must possess
to successfully start his own beverage business.

True False

. Luke must be willing to take risks, such as investing his own money, O O
in order to turn his beverage idea into a business. By taking risks,
he may be able to gain more opportunities and grow his business,
allowing him to achieve success.

Il. Luke does not need to possess any knowledge about the beverage | |
industry before creating his business as he can learn about the
industry once the business is established and he has become the
manager, since only managers must be knowledgeable.

lll.  Luke must be realistic and recognise that there are already other O O
beverage businesses, therefore his business will fail even if he has
a unique idea as the market is too saturated.

IV. Luke must ensure his beverages are innovative, or different from other | |
drinks on the market, in order to attract customers to his business
once it's established.
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Question 11

Hamish has been an employee at A.S. Motors, a car manufacturer, for 10 years and was recently appointed
as the manager. Due to the increase in demand for electric cars, A.S. Motors has recently experienced poor
performance. As a result of this, Hamish was appointed as the manager of A.S. Motors in order to help turn
the company around.

Identify which of the following are characteristics that Hamish must possess as the manager of A.S. Motors.
(Select all that apply)

I.  Hamish must be flexible and change the business's strategy to selling fewer petrol cars and more electric
vehicles as customer demands have shifted.

Il.  Hamish must be consistent, keeping the business how it is as change will likely rattle employees, and car
businesses only succeed if they stick to what they know.

Il. Hamish must be determined and continue to persevere even if poor performance persists for the next few
months at A.S. Motors as changes are gradually introduced.

IV. Hamish must demonstrate strong communication skills by thoroughly explaining to employees any
changes he introduces if he does decide to reduce the number of petrol cars sold by A.S. Motors.

Exam-style

Question 12 (1 MARK)

Define the term ‘entrepreneur’.

Question 13 (1 MARK)

Define the term ‘manager’.

Question 14 (2 MARKS)

Outline how an entrepreneur who is resourceful can contribute to business success.

Question 15 (4 MARKS)

Outline how two characteristics of a successful manager can contribute to business success.

Question 16 (4 MARKS)

Luke has developed his own range of beverages. He is considering starting his own business but isn't sure
if he has what it takes to be successful. Luke is also concerned that there are already many established
beverage products available.

Explain two characteristics that Luke will need to be a successful entrepreneur.

Question 17 (6 MARKS)

Hamish has been an employee at A.S. Motors, a car manufacturer, for 10 years and was recently appointed as the
manager. Due to the increase in demand for electric cars, A.S. Motors has recently experienced poor performance.
As a result of this, Hamish was appointed as the manager of A.S. Motors in order to help turn the company around.

Describe two characteristics that Hamish will need to be a successful manager and explain how each of these
characteristics contributes to business success.
Testing previous knowledge

Question 18 (3 MARKS)

Describe entrepreneurship and outline one characteristic of a successful entrepreneur.
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1 D Sources of business opportunity

STUDY DESIGN DOT POINT

e sources of business opportunity such as innovation, recognising and taking advantage
of market opportunities, changing customer needs, research and development, technological
development and global markets

1C 1D 1E 1F 1G H il

—) D
11.4.1 11.4.2 11.4.3 11.4.4 [ 1.1.4.6 |

Market Changing Research and Global
opportunities customer needs development markets

1A 1B

Technological
development

Innovation

Lesson introduction

Business owners are constantly looking for opportunities to capture more sales in order to
increase the overall profit of the business. These opportunities could be new ideas for products,
new customers, or taking advantage of global trade. If a business owner is able to recognise

and take advantage of these opportunities, they may be able to expand their business’s
operations and achieve greater success. Business opportunities may arise from innovation,
market opportunities, changing customer needs, research and development, technological
developments, and global markets. Business owners can capitalize on one or more of these
opportunities in their efforts to achieve business success.

Innovation 114

Carriage (1400-1908) Ford Model T (1908) Ford Mustang (2020)

Figure1 Ford Motor Company has made many major improvements to passenger vehicles since the early 1900's
through innovation

Innovation involves creating and implementing new ideas or significantly improving upon
an existing good, service, or way of doing something. One key characteristic of all innovations
is that they provide new solutions to existing problems. Innovation can either involve
modifying existing products, or establishing an entirely new idea. Creating or improving
products through innovation is a source of business opportunity as it attracts customers
that are looking to purchase specific goods or services. Innovation requires researching and
developing products that add value to customers’ lives. By creating unique, innovative products
that are better than the products offered by competitors, a business can improve its sales and
growth as customers will be more inclined to buy an improved product.

Fuel vehicles —» Electric vehicles

Reactive medication — Vaccine |Landline phones —» Mobile phones

Figure 2 Examples of innovations from modifying existing products

Nokia was once the most
successful mobile phone
company, but after failing to
modernise its phone design,
the company endured a
rapid loss of market share,
culminating in its acquisition
by Microsoft in 2013.

The company's decline is
now considered a cautionary
tale for other successful
businesses - failure is almost
inevitable if a business
ignores opportunities for
improvement.

oo
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KEY DEFINITIONS

Innovation involves
creating and implementing
new ideas or significantly
improving upon an existing
good, service, or way of
doing something.

ADDITIONAL TERMS

A business opportunity is
a favourable situation that
can lead to improvements
or success for a business.

Bitcoin is a type of
digital currency that is
not controlled by a bank
or administrator with
transactions recorded on
a public distributed ledger
called a blockchain.

Internet of things

is the interconnection

of everyday objects over
the internet, allowing these
objects to send and receive
data. For example, a light
switch can be turned

on and off through the
internet as a result of this
innovation.
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World Wide Web (Internet) Bitcoin Internet of Things

Figure 3 Examples of innovation leading to new ideas

REAL WORLD EXAMPLE

Innovation

AfterPay is an innovative Australian startup, founded in 2014, that enables customers to purchase
goods or services and pay them off in small fortnightly repayments. Over 10,000 stores across
Australia and New Zealand allow the use of AfterPay including Kmart, Big W, and Officeworks.

These repayments are interest-free and are withdrawn automatically from a customer’s bank account.

Image: MJConline/Shutterstock.com

Figure 4 AfterPayisan

innovative 'buy now, pay later' AfterPay was one of the first businesses worldwide to offer a ‘buy now, pay later’ service to retail
service available at many customers without charging interest fees or extended debts. Thus, AfterPay can be considered an
Australian retailers which has innovative service, and this new method of purchasing products has become increasingly popular.
transformed the shopping

experience for customers Adapted from AfterPay, ‘Our Story’, 2022

Market opportunities 11.4.2

A market opportunity is a need or want that is

A market opportunity

s & el @ wark the i not currently being met by any business. Market

not currently being met by opportunities may be created when there are

any business. changes in the business environment that cause a
gap in the market. Gaps can exist when currently

ADDITIONAL TERMS available products do not completely satisfy

customer expectations or if customer demands are
not being met at all. Therefore, if a business can
launch a new product or adapt an existing one to
meet customer demands before its competitors,
the business can fill this gap in the market, meet

The business environment
is made up of surrounding
factors that influence how
a business operates.
Demographics

are statistical information
about the characteristics
of a population, such as

customer needs, and thus, increase its sales. Business el

owners should be constantly monitoring the market
to identify market opportunities available to them.

age, ethnicity, gender, Market opportunities act as a source of business Figure 5 A business can filla gap in the
and income. opportunity as addressing a gap in the market can market by selling a product that meets
attract new customers away from competitors. customer demands

Table 1 Factors that can create market opportunities

vk opority | Gap e mare

Changing The luxury fashion market in Australia has grown rapidly due
demographics to increases in the level of income of the population.
Changing societal Changes to the way people spend have reduced the use of cash

attitudes and norms in shops and increased card-based payments.

Changing laws and Australia is no longer allowing animal testing to be conducted

regulations for cosmetics. The production of cruelty-free cosmetics and
ingredients will increase as a result.

Advancements in . Advancements in voice recognition technology have allowed

technology 'Welcome!' for the creation of smart home and personal assistant devices.
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REAL WORLD EXAMPLE

Market opportunities

The growth of AfterPay as a ‘buy now, pay later’ service is largely due to changes in societal attitudes
towards credit cards. Younger generations are much less likely to own a credit card compared to their
parents and grandparents. Beforepay, an Australian app helping customers track their finances and
budget their spending, released data showing that of its 200,000 users under the age of 35, only 6.9%
have a credit card. Data also showed that the number of people using credit cards fell further during
the pandemic, with data from March 2021 showing a 7.25% fall in the number of active credit cards
since the COVID-19 pandemic began. These trends of decreasing credit card use are largely due

to individuals seeking to avoid the interest rates and fees charged by credit card providers. AfterPay
is taking advantage of this change in societal attitudes by automatically organising customer
repayments and never charging interest if payments are made on time, preventing customers from
incurring large fees or extended debts when purchasing items.

Adapted from AfterPay, ‘Our Story’, n.d. and Savings.com.au, ‘Fewer than 7% of millennials now use credit cards’, 2021

Changing customer needs 1143

Changing customer needs are the transitions in the desires of consumers. For a business to
operate successfully, it must sell goods or services that continually meet society’s changing
needs. Customers’ expectations of businesses are constantly changing.

If a business can predict what customers will want in the near future, it can modify or create
goods and services before competitors do. To meet changes in customer needs, business owners
should constantly monitor purchasing trends, as well as any customer comments or complaints.
These trends and reviews can indicate opportunities for a business to sell new or modified
products to better satisfy customers. Therefore, changing customer needs act as a business
opportunity as a business can continuously make sales and attracts new customers.

Table 2 The effect of changing customer needs on goods and services

Customer need

Changes in products over time

Convenience Bricks-and-mortar shops Online stores that are
with set opening hours. k available to access
at any time.
- .
fignnin i
Cis ¢ ——
A
——
Technology Traditional wristwatch. Smartwatch with
X smartphone applications,
such as messages, and
internet connectivity.
Trends Restaurants with few options Restaurants that offer a
that do not cater to dietary k range of dietary options as
restrictions. consumers’ diets change.
Gluten free Dairy free  Organic Vegan
Ethical behaviour Plastic and non-biodegradable Environmentally-friendly

- packaging that can be

recycled in some way.

packaging that may harm the
environment.

Wee

© 100% BIODEGRADABLE e

Image: Josep Suria/Shutterstock.com

Figure 6 The number of people
using credit cards is decreasing,
providing a market opportunity
for Afterpay due to these
changing societal attitudes

KEY DEFINITIONS

Changing customer needs
are the transitions in the
desires of consumers.

1D SOURCES OF BUSINESS OPPORTUNITY
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REAL WORLD EXAMPLE

<

# afespaycom/en-Us

Image: Postmodern Studio/
Shutterstock.com

Figure 7 AfterPay is a quick
and efficient payment method,
catering to customers' desires
for a fast purchasing experience

KEY DEFINITIONS

Research and development
involves directing
resources, such as money,
towards discovering,
creating, and introducing
new products and
processes.

22 CHAPTER1: THE BUSINESS IDEA

Changing customer needs

In the age of rapid technological growth, customers are more likely to prefer services that are free,
efficient, and easy to set up. AfterPay has addressed these demands by making its payment method
easy to use. An AfterPay account can be created and used immediately, unlike application processes
for a credit card. Furthermore, AfterPay does not charge any fees for creating an account or making
purchases. The business makes its income from merchants, rather than from customers, allowing for
customers to be charged no additional fees when making payments, as long as all payments are made
on time. By ensuring that its ‘buy now, pay later’ service can be easily accessed, AfterPay has been
able to compete with traditional payment methods, such as credit cards.

Adapted from AfterPay, 'How it works’, n.d.

ACTIVITY

Changing customer demands

Scenario 1: Over the past decade, younger generations have increasingly been trying to change
certain lifestyle habits in aims to ensure environmental preservation. This has resulted in many
teenagers turning away from fast fashion. However, young adults often find sustainable stores

to be too expensive considering their low budgets, while second-hand stores often fail to carry all
clothing sizes, making it difficult to buy all clothing items from these stores.

Scenario 2: As obesity rates continue to rise in Australia, there are an increasing number of people
wanting to work out in an effort to lose weight and stay healthy. Many middle-aged women who
are trying to begin working out are having trouble finding the appropriate attire, finding that current
women's activewear is often very revealing.

Scenario 3: 40% of Australian households own at least one dog, however, recent surveys find that
a majority of owners are finding it difficult to walk their dog every day due to work commitments.
When asked if they would consider hiring a dog walker, most dog owners reported that dog walkers
are too expensive and that they would not hire one.

Discuss the following questions with your classmates:

1. How have customer demands changed over time?

2. What is an idea for a good or service that a business could introduce to address changing
customer demands?

Research and development 1144

Research and development involves directing resources, such as money, towards discovering,
creating, and introducing new products and processes. Research and development is commonly
completed by businesses to investigate, create, and then test new product ideas. If a product idea
is determined to be attractive to potential customers, businesses may begin to sell the product

to the public. A business may also complete research and development to improve existing
products. Conducting research and development acts as a source of business opportunity as
new or improved products and processes can more accurately meet customer needs. By meeting
customer needs, a business can increase its sales and gain a competitive advantage, receiving
areturn on investment on the funds it devotes to research and development.

T ajm|

Idea Gather information  Analyse costs & benefits

Figure 8 The steps of the research and development process
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REAL WORLD EXAMPLE

Research and development

Apple Inc. is a multinational technology company, established in the United States, that specialises in
creating electronics, software, and online services. The company devotes significant amounts of money
to research and development in order to provide customers with high-quality products. ‘AppleSeed'’ is
Apple's voluntary program that allows customers to sign up to receive the newest Apple products or
software before they are released to the public. Apple sends its products to certain customers to trial
for a given period of time, and then provides these customers with detailed surveys to reflect on their
experience with the product. This allows Apple to gain extensive feedback about its products prior

to their release, allowing these products to be altered based on customer criticism. This process can
ensure that by the time Apple's product is actually released, it is ideal for most potential customers.

Adapted from AppleSeed, 'FAQ's’, n.d.

ACTIVITY

Research and development

Search up ‘Elon Musk emphasises an ‘engineering-first' approach at Tesla - Here's why' on Google and
navigate to an article by CleanTechnica. Read the article about research and development at Tesla.

Discuss the following questions in small groups:
1. On average, how much does Tesla spend on research and development per car?

2. Compare this amount to other automakers, such as Ford, Toyota, and General Motors.
What does this say about Tesla's views on the importance of research and development?

3. What does the article say about how Tesla's ‘engineering-first approach’ has helped its
business success?

Technological development 1145

Technological developments are the invention and innovation of tools that solve problems
and enhance processes. These developments can act as a source of business opportunity as
they improve how businesses create, deliver, and update goods and services. Advancements

in technology have led to changes in customer behaviours and needs, resulting in an increase

in the pressure on businesses to use technology to meet their expectations. Technology can
make existing goods or services more popular and accessible, such as food delivery apps.
Additionally, technological developments can allow businesses to improve their production
speed and lower production costs. For example, machinery can replace human labour, reducing
wage-related expenses which can subsequently improve the profitability of the business.

REAL WORLD EXAMPLE

Technological development

Despite beginning as a small computer company in a garage in 1976, Apple has become one of the
biggest technology companies in the world, now selling a wide variety of products. As technology has
developed, Apple has been able to expand the number of products it makes and improve the quality of
its existing products. The fingerprint sensor feature on the home button of the iPhone 5s is an example
of Apple using a pre-existing technological development to increase the ease of use of its phones.

The release of Apple's iPhone X saw another technological development with the introduction of

a new feature allowing customers to unlock their phone using their Face ID, a technology adapted

by Apple to be used in its products to improve customer experience. Furthermore, Apple uses
technological developments when manufacturing its phones, with the capacity to produce over

350 phones per minute in its warehouses as a result of robotics and other technologies used when
constructing the phones, according to reports made in 2016.

Adapted from Apple, ‘About Face ID advanced technology’, n.d. and New York Times, ‘An iPhone’s Journey, from the factory floor
to the retail store’, 2016

Image: TonyV3112/Shutterstock.com

Figure 9 Apple has a program
that allows it to gather detailed
customer feedback about its

products before releasing them
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Figure 10 Technological
developments can allow for new
types of goods and services

to be created

KEY DEFINITIONS

Technological
developments are the
invention and innovation of
tools that solve problems
and enhance processes.

Image: Shahid Jamil/Shutterstock.com

Figure 11 Technological
developments have allowed
Apple to continue to improve
its products, updating them
to possess the most recent
technological improvements
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KEY DEFINITIONS

The global market

is the area in which
businesses trade goods
and services, comprised
of both businesses and
customers from countries
all across the world.

ADDITIONAL TERMS

Globalisation

is increased trade,
communication, and travel
between countries due to
decreased trade barriers
and increased technology.

Domestic is within a
particular country.

REAL WORLD EXAMPLE

Image: Peppinuzzo/Shutterstock.com

Figure 13 Apple sellsits
products to customers from
countries all across the world,
operating in the global market
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Global markets 11456

The global market is the area in which businesses
trade goods and services, comprised of both
businesses and customers from countries all a
cross the world. Many businesses sell products

in overseas countries as well as in their country

of origin. Due to globalisation, businesses may
open new stores in other countries or accept online
orders from international customers. Selling to

the global market acts as a source of business
opportunity as it allows a business to reach more
customers, helping to increase sales and market
share. However, it is important that the benefits

of reaching more customers outweigh the high cost
of expanding operations overseas.

In addition to selling overseas, individuals can
launch a business by using global markets to bring
goods and services to Australia. There may be
popular products in other countries that are not yet
available in Australia. As such, businesses that are
first to introduce popular products or ideas in their
domestic market may become more competitive
and quickly increase their market share.

Global markets

(

Figure 12 Global markets allow businesses
to sell their products overseas

Apple Inc. has retail stores in 25 countries across the world and sells its products in many other
countries via online services. Therefore, Apple operates in the global market. Selling its products
to customers outside of the United States (US) has been advantageous for Apple, with 60% of
Apple's net sales coming from outside of the US as of June 2022. The global market further acts
as an opportunity for Apple as it has allowed the company to access inputs from all over the world
to produce its products. To create the iPhone, Apple uses gold from Peru, copper from Chile, and
other minerals from Mongolia. The raw materials of several other countries are also involved in the
production process. By both selling its products and purchasing its materials in the global market,
Apple has been able to grow into the widely successful company it is today.

Adapted from Statista, ‘Apple’s revenue broken down by geographical region 2012-2022, by quarter’, 2022 and Ohio State

University, 'iPhone commodity chain - Extraction of raw materials’, n.d.

p
Theory summary

business owners can take advantage of.
a problem.

businesses.

and processes.

» Global markets enable overseas trade.

Business owners can take advantage of business opportunities to start and grow their
business. Businesses that use these opportunities to their advantage can increase their
customers, profit, and overall competitiveness. There are various opportunities that

« Innovation involves creating or improving products, processes, or services to solve
e Market opportunities are the trends or desires that are not being met by existing

e Changing customer needs are the transitions in what consumers demand from businesses.

e Research and development involves investigating and testing new product ideas

+ Technological developments are advancements in machinery, computers, and software.
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1D Questions

Theory review

Question 1

Businesses that do not take advantage of business opportunities
will keep earning the same amount of profit and are likely to
remain successful.

A. True
B. False

Question 2

By taking advantage of market opportunities and changing
customer needs, a business may be able to attract more
customers and therefore increase its sales.

A. True
B. False

Question 3

Fill in the blank with one of the following terms:
e targeting gaps in the market

e always selling the same products

A business can take advantage of market opportunities
by

Question 4

Fill in the blanks with the following terms:
e research and development

® innovation

The business opportunity of involves developing
new goods or services, or making improvements upon an
existing product. In contrast, involves directing
resources towards discovering, creating, and introducing new
products and processes.

Question 5

Research and development is only necessary when first
establishing a business and creating its initial products.

A. True
B. False

Question 6

An ice cream business automating its production line by using
machinery to cover its ice cream in chocolate, as opposed to hiring
human labour to do so, is an example of a business making use of:

A. technological developments as a source of
business opportunity.

B. global markets as a source of business opportunity.

Question 7

Fill in the blank with one of the following terms:
e global markets

e domestic markets

Businesses should take advantage of
their operations overseas.

to expand

Question 8

Businesses can take advantage of market opportunities
by introducing successful international products to Australia.

A. True
B. False

Question 9

Businesses should only focus on using one source of business
opportunity.

A. True
B. False

Preparing for exams
Case study skills

Use the following information to answer Questions 10 and 11.

Priya has owned Finite, a restaurant in Melbourne CBD, since 2000. On Finite's menu, nine out of the ten main
meals being offered have some kind of meat in them, either chicken, beef, or fish. In a recent census conducted
in Victoria, it was revealed that 25% of Victorians now consider themselves to be vegetarian and consume

no meat, with the main reason given being that the meat industry negatively impacts the environment.

Question 10

Identify which of the following is a correct statement about Finite's customers.

A. Customer demands are changing as society is placing greater value on preserving the environment, with
many members of society reducing the amount of meat they consume in aims to lower their carbon footprint.

B. Customer taste preferences remain constant. The main meals Finite served when they first opened

in 2000 will still satisfy all customer needs.
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Question 11
Identify which of the following are sources of business opportunity at Finite. (Select all that apply)

I.  Finite can offer more vegetarian main meals in order to better satisfy its vegetarian customers who can
only order one dish from the menu each time they eat at the restaurant.

Il.  Finite can change its menu to have fewer meat options and more plant-based meals in order to attract
new customers to the business who will be drawn to the business's variety of vegetarian dishes.

Il.  Finite could conduct research and development, creating recipes for new vegetarian and vegan main
meals and then organising times for customers to taste these new meals and provide feedback to the
business about the food.

IV. Finite can continue to offer predominantly meat dishes as consistency is key in a business, and
vegetarians can pick the meat off their plate if they don't want to eat it.

V. Finite can create an entirely new meat alternative with soy products to use in some of its main meals
in order to cater to vegetarian customers.

Question 12

Holt is a luxury vehicle manufacturer that was established in 1939. Holt specialises in producing sleek
and trendy sedans. However, current market research shows that 28% of prospective buyers are looking
to purchase a luxury four-wheel drive.

Identify which of the following statements are true or false about customers at Holt.

True False
. Customer preferences are favouring luxury four-wheel drives over | |
trendy sedans.
Il. Customers of Holt are likely not reflected by the market research that O O
has been done as these statistics only show the preferences of
a select group of people.
I1l.  Holt must maintain brand consistency and should therefore continue | O
to predominantly sell trendy Sedans, lowering the price of these
sedans to increase market share.
IV. Customers are likely to be attracted towards Holt and away from car | |

manufacturing competitors if Holt produces luxury four-wheel drives
as there is currently a gap in the market for these.

Question 13

Emilia has worked in New York for the past five years as a co-founder of a popular online service, called New
York Fashion, that sends out fashion boxes to subscribed customers each month. These boxes are personalised
to each customer based on surveys they are asked to complete about their personal style. Recently, technology
that tracks an individual's online shopping searches and data has been produced, which, if used by New York
Fashion, could allow the business to more accurately tailor each box to its customers. Emilia has noticed that
there is no business operating in Australia that provides a similar service to New York Fashion.

Identify which of the following statements are correct about sources of business opportunity for Emilia.
(Select all that apply)

. Considering there are no businesses operating in Australia that provide a similar service to New York
Fashion, Emilia could introduce New York Fashion to the Australian market by using global markets as
a source of business opportunity.

Il.  Emilia could use the technological developments that have been made regarding tracking individuals’
online shopping searches to provide customers with a more personalised fashion box, increasing their
satisfaction with the business.

. Emilia could use innovation at New York Fashion to change the way the business operates, providing all
subscribed customers with identical fashion boxes, regardless of their fashion preferences, to improve
customer satisfaction.

IV. Emilia could use changing customer demands to begin selling her fashion boxes in states outside of New York.
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Exam-style

Question 14 (1 MARK)

Define the term research and development'.

Question 15 (1 MARK)

Define the term ‘market opportunities’'.

Question 16 (2 MARKS)

Identify and describe one source of business opportunity.

Question 17 (2 MARKS)

Outline how technological developments can act as a source of business opportunity.

Question 18 (3 MARKS)

Priya has owned Finite, a restaurant in Melbourne CBD, since 2000. On Finite's menu, nine out of the ten main
meals being offered have some kind of meat in them, either chicken, beef, or fish. In a recent census conducted
in Victoria, it was revealed that 25% of Victorians now consider themselves to be vegetarian and consume

no meat, with the main reason given being that the meat industry negatively impacts the environment.

Identify and explain one source of business opportunity available for Priya to use.

Question 19 (3 MARKS)

Holt is a luxury vehicle manufacturer that was established in 1939. Holt specialises in producing sleek and
trendy sedans. However, current market research shows that 28% of prospective buyers are looking
to purchase a luxury four-wheel drive.

Identify and explain market opportunities as a source of business opportunity available for Holt to use.

Question 20 (4 MARKS)

Emilia has worked in New York for the past five years as a co-founder of a popular online service, called New
York Fashion, that sends out fashion boxes to subscribed customers each month. These boxes are personalised
to each customer based on surveys they are asked to complete about their personal style. Recently, technology
that tracks an individual's online shopping searches and data has been produced, which, if used by New York
Fashion, could allow the business to more accurately tailor each box to its customers. Emilia has noticed that
there is no business operating in Australia that provides a similar service to New York Fashion.

Explain technological development and global markets as sources of business opportunity available to Emilia.

Testing previous knowledge

Question 21 (4 MARKS)

Describe how being innovative is a characteristic of successful entrepreneurs and explain how innovation can
be used as a source of business opportunity.

1D SOURCES OF BUSINESS OPPORTUNITY
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1 E Goal setting

Trying to start a business

without a goal is like a pirate

going on a treasure hunt
without a map. Without
goals, employees may be
unsure of the direction
that the business is trying
to move in. Members of

a business can be left

confused and unmotivated

as they lack a clear
explanation of what the

business is trying to achieve.

187

KEY DEFINITIONS

Business goals are what
a business wants to
achieve within a specific
time frame.

ADDITIONAL TERMS

Business strategies are
a series of actions that

a business will implement
to achieve its goals.
Financial goals are

targets for improving
the overall financial

performance of a business.

Social goals are targets
set by a business that

aim to improve the
welfare of the community,

environment, or employees

of a business.

Profit margin is the
proportion of revenue
left over from the sale of
a good or service after

a business has deducted
its expenses.
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STUDY DESIGN DOT POINT

e the importance of goal setting and decision-making in business

1A 1B 1C 1D 1E 1F 1G H il

The importance of
decision-making

Goal setting

1.1.5.1.1 Types of goals
1.1.5.1.2 SMART goals

Lesson introduction

Setting goals provides a business with a clear focus and direction, and helps measure its
success. Establishing objectives clearly outlines a business’s purpose and encourages employees
to achieve outlined targets. To ensure that goals are effective, they should meet the criteria of
SMART goals. A manager should also utilise the skill of decision-making when setting business
goals, in order to select the most appropriate course of action for the business.

Goal setting 1151

Business goals are what a business wants to achieve within a specific time frame. Business
goals are one of the key components of a successful business. Without goals, a business may
struggle to identify the direction it wants to take, resulting in a lack of focus and unsuccessful
operations. Establishing goals allows employees and managers to work towards a set of shared
targets over a period of time. To promote the achievement of these goals, a business will
develop business strategies. The achievement of business goals can also indicate whether
implemented strategies have been successful.

Types of goals 1.1.5.11

Business goals can be categorised into either
financial or social goals. Most successful businesses
incorporate a balance of both types of goals.

Financial goals may include expanding a business,
increasing revenue, increasing profit margins, or 1
improving productivity in business operations. It is v
important to set and work towards financial goals,
as achieving strong financial performance is crucial
to a business’s long-term survival and success.

Figure 1 Business goals can be categorised into
financial or social goals

In contrast, social goals may include reducing the business’s impact on the environment,
helping to resolve community issues, or advocating for employee welfare in the industry.
Setting and achieving social goals can help improve a business’s reputation, which can increase
sales and profit as customers are more likely to support a socially responsible business. For
example, a business may support its employees by offering flexible working hours, allowing
employees to balance their work with other commitments, increasing employee motivation and
performance, and therefore improving overall business performance.

LESSON LINK

Social responsibility will be covered in further detail in 3H Corporate social responsibility (CSR).
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REAL WORLD EXAMPLE

Types of goals

As of 2021, The Lego Group is the largest toy company in the world which is renowned for its Lego
brick sets. The business has had a long-standing commitment to socially responsible operations
and has established a number of goals focused on the community and the environment. Some of its
notable goals include:

Through meticulous research and development, The Lego Group is a leader in the manufacturing industry,

ensuring that all packaging is made from recycled or renewable materials by 2025

ensuring that the company's operations promote zero waste and that no materials from Lego
factories reach landfill by 2025.

making all core products from sustainable materials by 2030.

striving to create a diverse and inclusive workplace and focus on establishing an entirely
gender-balanced organisation at all levels by 2032.

as it demonstrates its commitment not only to achieving its financial goals but also to its social goals.

Adapted from The Lego Group, ‘Sustainability’, 2022

SMART goals 1.1.5..2

The SMART goal criteria are used to create effective goals that can contribute to business
success. Creating goals that are specific, measurable, attainable, relevant, and time-bound

can provide a business with a clear purpose and direction. Goals can be communicated to the

public to promote the purpose of a business, or they can be outlined internally to motivate

employees. Once SMART goals have been developed, a business can then create and implement

strategies that will support their achievement.

Specifi Business goals need to be clear and outline
pecific exactly what the business wants to achieve.
Business goals need to be quantifiable so that
IR Measurable the business can track progress and identify

goals that have been achieved.

Business goals need to be challenging but
Attainable also possible for a business to achieve so
that it is motivating.

business and consistent with other goals.

| : 0 Relevant Business goals need to be beneficial to the

Figure 3 SMART goal criteria

Image: Ekaterina_Minaeva/
Shutterstock.com

Figure 2 Lego has afocus
on social goals for its business
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ACTIVITY
SMART goals

You are constantly setting goals in your daily life, whether they are more noticeable goals that you are continuously thinking about,
or more subconscious goals which are at the back of your mind. Discuss the following questions with your classmates:

1. Can you recall a scenario when you effectively set a goal and achieved it?

2. What factors or characteristics of your goal do you think made it possible for you to achieve?

Copy out the table into your workbook. Individually, fill out the table and set your own SMART goal. This goal could be related
to school, sports, a hobby, your job, or anything else you can think of that you would like to achieve. As you are filling in the table,
ask yourself the relevant questions for each criterion.

Specific

What does it involve?

What exactly do you want to achieve?

Measurable

your goal?

How will you know when you have achieved

Attainable

Is your goal within reach for you? What tools
might you need to help you achieve it?

Relevant

Will this goal be beneficial to you if you achieve
it? Does it align with other goals you may have?

Time-bound

this goal?

In what time frame would you like to achieve

KEY DEFINITIONS

Decision-making is the
skill of selecting a suitable
course of action from a

range of plausible options.

30 CHAPTER 1: THE BUSINESS IDEA

The importance of decision-making 11s.

Decision-making is the skill of selecting a suitable course of action from a range of plausible
options. Managers have a central role in a business’s decision-making process and must
utilise this skill when considering areas of potential growth. By evaluating the advantages
and disadvantages of potential business decisions, as well as considering the environment

in which the business operates, a manager can decide which goals to set. For example, a
manager must consider the abilities of the business’s employees, any time constraints, and
the broader business’s vision when setting goals. The goals established by managers will
impact the daily actions of the employees of the business, as strategies are put in place to
achieve them. Decisions that managers make can impact overall business success, therefore,
decision-making is an essential skill for managers to use when setting goals.

/
Theory summary

Goals are an important part of a business’s planning and operations. Business goals provide
direction and purpose, giving employees and managers a clear understanding of what

to work towards. Business goals should follow the SMART criteria, meaning goals should
be specific, measurable, attainable, relevant, and time-bound. Two types of business goals
are financial goals and social goals.

A business owner should also utilise decision-making to ensure that the appropriate
business goals are established by considering the areas that the business wants to focus
on and aligning goals with broader business objectives.
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1E Questions

Theory review

Question 1 Question 4
Business goals are: Fill in the blanks with the following terms:
A. the overall reasons behind starting a business. e specific
B. the ambitions of what a business wants to achieve within ® measurable
a specific time frame. Goals need to be , to ensure that the business
can track progress, as well as so that employees
Question 2 understand exactly what needs to be accomplished.
Financial goals are important for maintaining the profitability
of a business, whilst social goals will have no benefit to the Question 5
financial performance of a business. Decision-making is an important skill for a manager to use as the
A. True goals decided by a manager will impact the daily operations of
B. False the business and may determine its potential success or failure.
A. True
Question 3 B. False
Ensuring that goals fulfil the SMART criteria is beneficial
to a business because: Question 6
A. the business will ensure that there is a balance of both Goal setting is important as it can help provide a business with
financial and social goals. a clear purpose and direction.
B. managers and employees will have a clear purpose A. True
and direction when working towards achieving B. False

business objectives.

Preparing for exams
Case study skills

Question 7

Ashley is the owner of Mr Beans, a cafe that has recently opened. Since opening, Mr Beans has been struggling
financially and the business is yet to establish any goals for the future.

Identify which of the following is a correct statement about goal setting at Mr Beans.

A. ltisimportant for Ashley to set financial goals as they will help Mr Beans develop strategies to improve
its financial performance, increasing profit if the goals are met.

B. Itisimportant for Ashley to set financial goals as they will help Mr Beans to improve the welfare of
employees at the cafe, as well as customers within the community.

Question 8

Fun House is a children’s entertainment business that offers inflatable party rooms for hire. The manager, Joe,
has been considering hiring more staff, in order to meet the increased demand for children’s entertainment.
He has also been considering renting a new office, although he does not have the funds to implement both
changes simultaneously.

Identify which of the following statements are correct about the use of decision-making at Fun House.
(Select all that apply)

l.  Whether Joe allocates the funding to hiring more employees, or towards leasing a new office, is reliant
on his decision-making skills, which involves considering all available options and selecting the most
appropriate course of action.

Il. The decisions that Joe makes are unlikely to have a significant impact on the future success or failure
of Fun House.

. Joe should use decision-making by considering the business environment and the advantages and
disadvantages of both options before allocating the funds.
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Question 9

The manager of Vintage Designs, Dez, is concerned about the performance of the business. The business
has been selling fewer vintage art pieces than they are sourcing each week, as a result of poor salesmanship
from employees.

Identify which of the following statements are true or false about implementing SMART goals at Vintage Designs.

True False

. Dez should set goals for Vintage Designs that clearly outline its aims, | |
in order to ensure that goals are specific.

Il. The goals that Dez sets should be measurable, meaning the progress | |
towards achieving each goal will be hard to determine.

Ill. The goals set at Vintage Designs should be attainable, and therefore Dez | |
should consider the ability of his employees when setting goals.

IV. Dez should a set goal to increase the number of sales per week, as this is an | |
example of a goal that is relevant to the overall objectives of the business.

V. To ensure that each business goal is achieved, Dez should not make any | |

of his goals time-bound, so that employees do not become overwhelmed
by pressure.

Exam-style

Question 10 (1 MARK)

Define the term 'business goals'.

Question 11 (1 MARK)

Define the term 'decision-making'.

Question 12 (2 MARKS)

Outline the importance of goal setting for a business.

Question 13 (3 MARKS)

Ashley is the owner of Mr Beans, a cafe that has recently opened. Since opening, Mr Beans has been struggling
financially and the business is yet to establish any goals for the future.

Explain the importance of goal setting for Mr Beans.

Question 14 (3 MARKS)

Fun House is a children’s entertainment business that offers inflatable party rooms for hire. The manager, Joe,
has been considering hiring more staff, in order to meet the increased demand for children’s entertainment.
He has also been considering renting a new office, although he does not have the funds to implement both
changes simultaneously.

Explain the importance of decision-making for Joe at Fun House.

Question 15 (5 MARKS)

The manager of Vintage Designs, Dez, is concerned about the performance of the business. The business
has been selling fewer vintage art pieces than they are sourcing each week, as a result of poor salesmanship
from employees.

Describe how Dez could use the SMART goal setting criteria to improve the performance of Vintage Designs.

Testing previous knowledge

Question 16 (4 MARKS)

With reference to one characteristic of a successful manager, explain how a manager could effectively
establish business goals.
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1 F Business concept development

STUDY DESIGN DOT POINTS When looking at today’s
most established and

e the importance of business concept development successful businesses, it's
e the relationship between business opportunities and business concept development hard to imagine a time when
they were just beginning,
1A 1B 1C 1D 1E 1F 1G MH 1 let alone when they never

) p existed. Founders of these
businesses were once
’—‘ just wishful thinkers with

an idea. The first step in
Business concept development The relationship between their business journey

business opportunities and
business concept development

1.1.6.1.1 Protecting a business concept was turning their idea into

a reality.
L
~ -
Lesson introduction
As a business owner, one of the most fundamental steps when establishing a business is
identifying the industry the business plans to operate in and what it aims to sell. This process
also involves a business owner understanding the opportunities within a market. After an initial
business idea has been established, it is important that the idea is also protected by legal barriers.
L]
Business concept development 1.6
A business concept is a brief outline of the business’s idea, its main selling activities, and the
features that will provide it with a competitive advantage. Developing a business concept is one
of the first steps when starting a business. The initial idea that leads to the establishment of a A business concept
business is often about creating a new, innovative product or enhancing an existing product. is a brief outline of the
Once an idea for a business is formed, the owner should identify the goods or services the business's idea, its main
business plans to sell. When developing a business concept, it is important that the business selling activities, and the
aims to sell goods or services that are currently unavailable in the market or are superior to those features that will provide
currently being sold by competitors. This ensures the business is fulfilling a gap in the market it with a competitive
and creating a competitive advantage that can assist it in attracting customers away from advantage.
competitors and towards its products instead. Thus, this can assist the business in successfully
entering its chosen market. An individual may then conduct market research on the business ADDITIONAL TERMS
concept, such as identifying the needs of potential customers by analysing data, to assess whether Competitive advantage
the concept has the potential to be successful. involves a business having

qualities or strategies that
provide it with an edge
over its competitors.

‘
19-
8

LESSON LINK

Market research will be

covered in more detail in
1G Market research and
initial feasibility studies.

Figure1 Developing a business concept is a fundamental step when starting a business
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Protecting a business concept 1..6.11

Intellectual property (IP) is an original creation of the mind that can be legally owned.
KEY DEFINITIONS . . . . . . .
A business can protect specific parts of its business concept if they are considered intellectual
Intellectual property (IP) property. Intellectual property is often very valuable to a business as it includes the unique
is an original creation products, designs, and brands that a business has formulated. These exclusive ideas can be
of the mind that can be developed and sold in the future to gain a competitive advantage. To make sure that intellectual
legally owned. property is protected and unable to be copied by competitors, a business can implement a range
of legal barriers.

Table 1 The legal barriers that can protect intellectual property

LESSON LINK
Legal barrier | Description of legal barrier
Trademarks, patents P 8 PP
and copyrights will Trademark A trademark is a form of legal A trademark will help a business
be covered in further protection over the rights of a ensure that it possesses a unique image
detail in 3G Global business’s name, symbols, colours, or look that cannot be replicated by
considerations: Part 2. packaging, or additional tools used other businesses.
Registering a website to sell its products.
fjomain will be. c.overed Patent A patent is a licence that providesa A patent can help create a competitive
in further detail in 4B business with exclusive rights to the  advantage by protecting new inventions
Legal requirements for use of innovative devices, methods, intended to be sold by a business.
establishing a business. ) and processes.
Copyright A copyright is a free and automatic A business can take legal action if
protection for original ideas such another entity uses its copyrighted
as writing, art, sound, films, and materials.
photographs.
Domain name = A domain name is a unique Even if a business is yet to establish
website address. an online platform, registering a

domain name will ensure a business
can use the desired domain address
in the future. The domain name can
also not be copied once the business
is launched.

ACTIVITY

Protecting a business concept

With your classmates, decide what type of legal barrier could be obtained to protect the business
concept of the following ideas:

1. The electric lightbulb.

2. The Nike logo.

3. The song ‘Shape of You' by Ed Sheeran.
4. The website ‘Amazon.com’.

5. The colour ‘Tiffany & Co. blue'.

In pairs or small groups, come up with your own business concept in one of the following markets:
e clothing

e packaged food

e sporting goods

e technology.

Discuss the following questions within your group:

1. What legal barrier/s should you obtain in order to protect your business concept?

2. What aspect of your business concept may provide a competitive advantage?
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The relationship between business opportunities
and business concept development 117

Initial business ideas and concepts are often developed after identifying a business opportunity
in the market. After recognising a business opportunity, business owners can decide on the
goods or services they want to sell to gain a competitive advantage. The goods or services

an individual plans to sell may be a significant improvement on something that already exists

or an entirely new offering.

Table 2 The relationship between business opportunities and business concepts

Innovation

|lﬂUD

Source: Luuuusa/Shutterstock.com

Market opportunities

Source: Ekaterina Markelova/Shutterstock.com

Changing customer needs

Source: fizkes/Shutterstock.com

Research and development

Source: ALDECA studio/Shutterstock.com

Technological development

Source: Ground Picture/Shutterstock.com

Many businesses have used innovation

to develop superior products in order to
increase their sales. For example, every time
anew smartphone is released, it improves
upon the previous model. Businesses can
gain a competitive advantage by meeting
customer needs through more advanced and
useful products.

Businesses have recognised the shift to a more
health-conscious society and have used this
sell healthy food options. By doing so,

a business can gain a competitive advantage
as it attracts customers whose demands for
healthy food were previously unmet.

Businesses have capitalised on the growing
desire of society to lead an active lifestyle by
producing a range of activewear products.

A business can achieve a competitive
advantage by targeting specific clothing needs
for different types of physical activity.

Businesses have used the progress in research
and development of sustainable fuel sources
to manufacture more affordable electric cars.
This can allow a competitive advantage to be
achieved as businesses can be environmentally
conscious in a cost-effective way.

Businesses have used technological
improvements to develop smartwatches that
can track data better. A competitive advantage
can be gained by giving customers advanced
insight into aspects of their health and
physical activity.

LESSON LINK

Innovation, market
opportunities, changing
customer needs, research
and development,

and technological
developments were
introduced in 1D Sources
of business opportunity.
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The relationship between business opportunities

VETERAN and business concept development

* * k& Elanor's idea behind Veteran Fitness was to create
FITNESS a social enterprise within the fitness industry. Elanor
saw a market opportunity to take advantage of the
high demand for boot-camp fitness sessions and
offer a unique twist to customers. Elanor identified
that she could support former servicemen and
women by employing them as fitness instructors.
These fitness instructors would provide customers
with high-intensity and high-quality fitness
sessions. To protect her business concept, Elanor

Figure 2 Elanor used a market opportunity decided to trademark her business name, ‘Veteran

to create the business concept of Fitness’, as she believes it is essential in order to
Veteran Fitness successfully promote her business.

e
Theory summary

A potential business owner should recognise a business opportunity in the market they
are interested in before developing a business concept. Once a business opportunity has
been identified, they should develop a business concept that outlines what industry the
business wants to operate in, what it sells, and how it will stand out against competitors.
An owner may also implement legal barriers to protect elements of their business
concept, referred to as intellectual property, from competitors. Once the business concept
is created, market research will be conducted to determine if the business concept has
the potential to be successful.

(&)
~ -

Identify the
business opportunity

Figure 3 The initial stages of creating a business concept from a business opportunity
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1F Questions

Theory review

Question 1

A business owner should identify a business opportunity before
developing a business concept.

A. True
B. False
Question 2

An effective business concept:

A. aimsto fill a gap in the market and create a competitive
advantage by analysing customer needs.

B. aims to sell a similar good or service to other businesses
in the market that have already achieved success.

Question 3
Legally protecting intellectual property:

A. ensures that the business maintains a competitive
advantage by attracting customers away from competitors.

B. protects the business concept and prevents competitors
from copying original ideas.

Question 4

A potential business owner should legally protect their business
concept to ensure that they can be the first to take advantage
of a market opportunity.

A. True
B. False

Preparing for exams

Question 5

Registering a domain name as intellectual property can
be useful even if a business is not ready to launch.

A. True
B. False
Question 6

Recognising a business opportunity in the market is beneficial
as it can lead to the business: (Select all that apply)

. gaining a competitive advantage.
Il. protecting intellectual property.

11, fulfilling unmet customer needs or offering
an improved product.

Question 7

Fill in the blank with one of the following terms:
e changing customer needs

® innovation

A business concept can use the business opportunity
of by creating a good or service that is more
advanced or creative than any other available product.

Question 8

Fill in the blanks with the following terms:
® business concept

® protect the business concept

® business opportunity

A business should first identify a , then create
a , and finally, it should take steps to

Case study skills

Question 9

Luke has recently developed a new surfboard style that is not currently being sold anywhere else in the
world. The new style offers a unique design to the tail of the board that can help surfers obtain more speed.
Luke believes that this design will be very popular and has begun developing a business concept for

a surfboard manufacturing company.

Identify which of the following statements are correct about how Luke could protect his business concept.

(Select all that apply)

I.  Luke could implement the appropriate legal barriers to ensure competitors cannot steal his surfboard
design, allowing him to achieve and maintain a competitive advantage.

Il.  As Luke believes his design will be popular, he could copyright the surfboard concept to prevent his

competitors from selling the same design.

. Luke could obtain a domain name to protect the intellectual property of his unique surfboard design.

IV. Luke could obtain a patent to protect the intellectual property of his surfboard design, thereby protecting

his business concept.
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Question 10

Henry is currently working at a menswear store in the city. After moving houses, Henry noticed that there were
no men's clothing stores in his local shopping strip. Henry is now considering developing his own premium
clothing label and establishing a store in the area.

Identify which of the following is a business opportunity fulfilled by Henry's business concept.
A. Henry's store satisfies changing customer needs for premium men's clothing.

B. Henry's store has used research and development to manufacture a unique product for customers who
shop in his local shopping strip.

C. Henry has identified a market opportunity as the menswear store would be the only one of its kind in the
local shopping strip, fulfilling the unmet needs of customers in the area.

Exam-style

Question 11 (1 MARK)

Define the term 'business concept'.

Question 12 (1 MARK)

Define the term ‘intellectual property’.

Question 13 (2 MARKS)

Describe the process of developing a business concept.

Question 14 (3 MARKS)

Luke has recently developed a new surfboard style that is not currently being sold anywhere else in the
world. The new style offers a unique design to the tail of the board that can help surfers obtain more speed.
Luke believes that this design will be very popular and has begun developing a business concept for

a surfboard manufacturing company.

Explain how Luke can protect his business concept.

Question 15 (3 MARKS)

Henry is currently working at a menswear store in the city. After moving houses, Henry noticed that there were
no men's clothing stores in his local shopping strip. Henry is now considering developing his own premium
clothing label and establishing a store in the area.

Explain the relationship between business concept development and business opportunities for Henry.

Testing previous knowledge

Question 16 (2 MARKS)

Explain how research and development can act as a source of business opportunity.
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Market research and

initial feasibility studies

STUDY DESIGN DOT POINT

e market research and initial feasibility studies

1A 1B 1C 1D 1E 1F 1G H 1l

Market research

Initial feasibility studies

Lesson introduction

Once a concept for a potential business has been developed, its viability must be assessed.
Therefore, conducting market research and assessing the potential success of a business
concept is an essential step before launching a business. The information that a potential
business owner can obtain from market research can help them determine whether it is
worth taking the risk of starting a new business. This lesson will cover the necessary steps all
potential business owners must take before starting a business, including market research and
initial feasibility studies.

Market research 1131

Market research is the process of investigating and analysing the activities and behaviours

of customers and competitors in a specific industry. Performing market research enables

a business to gain detailed insight into an industry and assess the potential success of its
business concept. The market research process aims to gather quantitative and qualitative
data that can provide potential business owners with a greater understanding of the viability
of their business idea. A detailed understanding of the market a business owner wants

to operate in can enable them to make informed decisions about their products and business
direction. Throughout this process, there are a number of different market research questions
a business owner may ask.

Table 1 Qualitative and quantitative market research questions

Qualitative questions Quantitative questions

What are the strengths and weaknesses How many competitors are in the market?
of competitors?

What price are customers willing to pay for the
good or service?

What features do competing businesses have
that can be utilised and improved upon in the
potential business?

What are customers looking for in
their products?

How many customers are in the market?

What are the sales patterns of customers
at different times of the year?

‘What are ways that a business could gain
a competitive advantage in this market?

In 1985, Coca-Cola
launched the beverage
‘New Coke' as a
replacement for the original
Coke. Coca-Cola failed

to research if customers
actually wanted to replace
the original Coke flavour
and, as a result, it faced
boycotts and customer
protests. In response to
customer backlash, Coca-
Cola relaunched its original
Coke, illustrating the need
for businesses to conduct
sufficient research.

A,
n

KEY DEFINITIONS

Market research

is the process of
investigating and analysing
the activities and
behaviours of customers
and competitors in a
specific industry.

ADDITIONAL TERMS

Quantitative data
is numerical data, such as
figures and statistics.

Qualitative data

is non-numerical data,
such as opinions or
written survey responses.

LESSON LINK

Market research practices
will be covered in further
detail in 5E Market
research practices.
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KEY DEFINITIONS

An initial feasibility study
is a researched evaluation
of how viable a business
concept is.

ADDITIONAL TERMS

Market conditions are
the factors that make up
and influence a specific
industry.
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THEORY IN ACTION

Market research

Before launching DevTech, Vanessa decided to perform
market research on the software development industry.
In particular, she gathered information on the level

g oev of demand from other businesses for app development
o Tech ) .

services and whether any companies were capable
B ]

of developing these apps themselves. Vanessa also
investigated the types of businesses that would require
this service and the size of the projects that they
desired. Using this information, Vanessa found that
large businesses were often capable of developing their
own apps, while small and medium-sized businesses
were willing to pay an app development business to do
this for them. Performing this market research before
launching her business gave Vanessa insights into the

Figure1 Market research helped Vanessa

understand the market conditions in the type of businesses that are likely to be clients
software development industry of DevTech’s app development services. y
ACTIVITY

Market research

Although market research is an essential step before launching a business, some of the most
successful companies in the world have failed to analyse their market before launching a particular
product. In groups, research the following market research failures:

e New Coke

e Crystal Pepsi

e 7-Up Gold
Answer the following questions in groups, then discuss each failed product as a class:

1. What was the new product sold and how did it differ from the business's original product?
2. Did the business conduct any market research?

3. If market research did occur, why did the product still fail?

4

. How long after its launch did the business discontinue the product?

Initial feasibility studies 115

An initial feasibility study is a researched evaluation of how viable a business concept is.

Market research is one component of an initial feasibility study. Initial feasibility studies inform
potential business owners of the different things they must consider when starting a business and
the risks involved in its start-up. Potential business owners can then determine if they are willing
to establish their business. There are a number of different areas of feasibility that a potential
business owner should consider.

Table 2 Areas of feasibility for a prospective business owner to consider

Areas of feasibilities Explanation
to consider

Market feasibility Using market research to develop an understanding of the

(market research) market conditions can help determine if the business concept
has the potential to be successful in the long term. If it is unlikely
to be successful, then the business should not proceed with its
establishment.

Operational feasibility To determine the operational feasibility of a business, an individual can
research what kind of employees they will require, what equipment

is needed, and determine the accessibility of these resources. In some
instances, the technology required to turn a business idea into reality
Q may not exist.

Continues »
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Table 2 Continued

Areas of feasibilities Explanation
to consider

Commercial feasibility =~ Commercial feasibility has two distinct features. Firstly, an individual
must be able to afford the initial costs of setting up the business.
These costs can include hiring the required employees and purchasing
the necessary equipment to run business operations. Secondly, the
individual will need to determine if the industry and its customers are
% likely to support the opening of this potential business. This research

/ can involve examining market conditions and assessing the profitability

of operating in the industry.

L
e

/

/

Technical feasibility Technical feasibility examines the current skills of the potential business
owner and their ability to help the business achieve its goals. Identifying

the technical feasibility of a business concept can also help determine the
resources that are required to support the owner.

Legal feasibility An individual will need to understand the legal regulations associated
with starting their business and determine the likelihood that the

& business continues to comply with applicable laws and legislation.
1

THEORY IN ACTION

Initial feasibility studies

After Vanessa had conducted her market research,
she turned her attention to conducting an initial
feasibility study to determine whether she should
start DevTech. Vanessa identified she would need
to hire a team of developers who could assist her
in making the necessary application software.
Additionally, she determined that she should hire
graphic designers and a financial support team
that could help her run the business's operations.
Although there was a significant investment
required to start the business, Vanessa felt there
were no outstanding barriers that would stop - §

the bu.SI!WESS from Iaunchlng. Thereforte, Vanessa Figure 2 Aninitial feasibility study has
was willing to take on the risk of starting her new helped Vanessa decide that she is willing
business, DevTech. to start DevTech

-
Theory summary

Once the business concept has been developed, market research and initial feasibility
studies should be performed to determine if starting a business is a responsible decision.

» Market research involves analysing the behaviour of a market and the factors that
influence it.

« Initial feasibility studies assess what is required to start a business and determine
if the business concept is viable.

1G MARKET RESEARCH AND INITIAL FEASIBILITY STUDIES 41



Back to contents

1G Questions

Theory review

Question 1

Market research and initial feasibility studies help determine
if a business concept has the ability to be successful.

A. True
B. False

Question 2

If market research suggests that there is demand for a product,

Question 4
The ability of an individual to start a business is assessed under:
A. technical feasibility.

B. operational feasibility.

Question 5

Commercial feasibility helps determine the financial risk
associated with starting a business.

the business concept should always be pursued. A, True
A. True B. False
B. False

Question 6
Question 3

Once market research and an initial feasibility study have been
completed, an individual can determine if starting a business
is a reasonable idea.

A. True

B. determines how viable a business concept is. B. False

An initial feasibility study:

A. evaluates how much money the business concept
could make.

Preparing for exams
Case study skills

Question 7

Jess has recently developed a business concept for her own physiotherapy business which involves a specialised
gym facility for customers to perform their prescribed exercises. Jess is already a qualified physiotherapist, but she
will need to hire at least two more employees to keep up with the current demand in the physiotherapy industry.

Identify which of the following statements are true or false about Jess' physiotherapy business.

True False

I.  If Jess cannot afford the two physiotherapists, her business concept O O
is not operationally feasible.

Il. If Jess is to establish a gym facility, she must ensure that the gym O O
equipment adheres to legal safety standards.

lll. Jess does not have the technical skills to operate | |
a physiotherapy practice.

IV. Jess will need to determine if she can afford to fund the business O O
concept to ensure it is commercially viable.

V. Jess does not need to develop an understanding of the market O O

conditions within the physiotherapy industry as she is certain that
creating a specialised gym facility will be successful in the long term.
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Exam-style

Question 8 (1 MARK)
Define the term ‘initial feasibility study’.

Question 9 (2 MARKS)

Outline the purpose of market research.

Question 10 (2 MARKS)

Outline the importance of determining the legal feasibility and technical feasibility of a business concept.

Question 11 (3 MARKS)

Outline one difference between qualitative and quantitative data.

Question 12 (3 MARKS)

Distinguish between market research and initial feasibility studies.

Question 13 (4 MARKS)

Jess has recently developed a business concept for her own physiotherapy business which involves a specialised
gym facility for customers to perform their prescribed exercises. Jess is already a qualified physiotherapist, but she
will need to hire at least two more employees to keep up with the current demand in the physiotherapy industry.

Explain two areas of feasibility that Jess could consider when determining the initial feasibility of her
business concept.
Testing previous knowledge

Question 14 (2 MARKS)

Outline the importance of market research following the development of a business concept.

1G MARKET RESEARCH AND INITIAL FEASIBILITY STUDIES
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1H

Businesses are one of the
most important aspects
of modern society. The
owner of each business
that is started in Australia
is not the only person
impacted by their
business. Every business
in Australia contributes to
the nation’s economy and
wellbeing, but how, and
to what extent, does each
Australian business impact
these factors?

-
L

KEY DEFINITIONS

Economic wellbeing

is reflected by the level
of income, consumption,
and wealth people or
households have to
support their material
living standards.

ADDITIONAL TERMS

An economy is an area or
region that engages in the
production, consumption,
and distribution of goods
and services.
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Businesses' contribution
to the wellbeing of a nation

STUDY DESIGN DOT POINT

e the contribution that businesses make to the economic and social wellbeing of a nation

1A 1B 1C 1D 1E 1F 1G H 1l

Economic wellbeing Social wellbeing

— 1.1.9.1.1 Employment opportunities
— 1.1.9.1.2 Taxation revenue

— 1.1.9.1.3 Infrastructure

— 1.1.9.1.4 Economic growth

— 1.1.9.1.5 International trade

L 1.1.9.1.6 Research and development

Lesson introduction

All businesses have individual goals, such as being financially successful and meeting the needs
of their customers. In addition to this, all businesses collectively play a central role in the social
and economic wellbeing of the nation that they are within.

Economic wellbeing 1.1

Economic wellbeing is reflected by the level of income, consumption, and wealth people

or households have to support their material living standards. A nation’s economic wellbeing
is indicated by various factors and is influenced by the performance of the economy of that
nation. An economy is an area or region that engages in the production, consumption, and
distribution of goods and services. An economy can also be considered a functioning system
that is the combination of the activities performed by the members of a society. The existence
of an economy enables people to trade and consume products to satisfy their individual
needs and wants. While the government is in charge of the regulation and control of a nation,
businesses are one of the main participants in the economy and can consequently impact the
performance of the economy in a variety of ways.

Employment opportunities 11.9.1.1

Businesses commonly employ human labour to produce goods and services. As a result,
businesses create employment opportunities. High levels of employment benefit the economic
wellbeing of the nation, as individuals can use their income to purchase goods and services
that meet their needs and wants. Having more employed individuals that can use their wages
to purchase products supports the growth of a nation’s businesses and creates further job
opportunities. Within Australia, the largest contributor to employment is small businesses.
Therefore, it is important that small businesses are supported through government policies

in order to provide employment to many Australians.
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Taxation revenue 1.1.9.1.2

Tax is a compulsory payment to the government, which is used to finance the provision of
public goods and services. Businesses that earn a profit must pay a proportion of their earnings
each year to the government in the form of tax. Tax from businesses is one of the main sources
of revenue for the government. The government uses tax revenue to provide essential services
to Australians, such as healthcare and education. As businesses are responsible for employing
and paying individuals, they contribute to this government revenue.

REAL WORLD EXAMPLE

Taxation revenue

The Australian Taxation Office (ATO) is a
government revenue collection agency that manages
the tax system in Australia. In order to prevent

many businesses from becoming bankrupt during
the COVID-19 pandemic, the ATO was relatively
lenient with businesses throughout this period by not
heavily regulating tax payments. However, the ATO
is now taking firmer action, particularly against the
construction industry, which owes approximately
$7.22 billion in tax following the pandemic. This

tax, once collected, will be used by the government
to restore economic stability and wellbeing in the
aftermath of COVID-19.

Image: Mattz90/Shutterstock.com

Figure1 The Australian Taxation Office
(ATO) is taking firmer action against
businesses that have not paid taxes in the
aftermath of the COVID-19 pandemic

Adapted from news.com.au, ‘The construction sector owes a staggering
$7.22 billion to the ATO’, 2022

Infrastructure 11.91.3

Infrastructure is the essential facilities and structures that are required for an economy

to operate. The government is often responsible for funding infrastructure projects, such

as the provision of roads, rail networks, communications towers, and water facilities.
However, many businesses are employed to help support and facilitate the creation

of infrastructure. Infrastructure projects help ensure the economy and society are capable

of functioning smoothly. Businesses, such as construction companies, are employed to create,
maintain, and develop infrastructure. Therefore, these businesses play a critical role

in ensuring that facilities and structures used by an economy function correctly.

Economic growth 119.1.4

Economic growth is when the total value of goods and services produced by an economy

increases over a period of time. Economic growth can be measured by gross domestic product
(GDP). The overall function of businesses within the economy is to produce and sell goods and

services that individuals want to buy. When businesses sell more, they increase the total value
of goods and services produced and sold within an economy, resulting in economic growth.

If an economy’s GDP grows by a greater amount than its growth in population, it is likely

to improve the material living standards of members of the population.

REAL WORLD EXAMPLE

Economic growth

The COVID-19 pandemic has had a large impact on
economic growth in Australia. As many businesses
were forced to close at the beginning of 2020

to comply with the regulations of the Australian
Government, this resulted in a sharp decline in the
production and consumption of goods and services.

A rapid decrease in GDP resulted in Australia
recording its first period of economic decline since
1991, decreasing the economic wellbeing of the nation.

Image: ffikretow/Shutterstock.com

Adapted from Australian Bureau of Statistics, ‘Effects of COVID-19
strains on the Australian economy’, 2022

Figure 2 COVID-19 causes economic decline
as businesses are forced to close
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KEY DEFINITIONS

Tax is a compulsory
payment to the
government, which is used
to finance the provision of
public goods and services.

Infrastructure is the
essential facilities and
structures that are required
for an economy to operate.

Economic growth

is when the total value

of goods and services
produced by an economy
increases over a period

of time. Economic growth
can be measured by gross
domestic product (GDP).

ADDITIONAL TERMS

Gross domestic product
(GDP) is the market
value of all final goods and
services produced within
a country in a given period
of time.

Material living standards
is the level of wealth and
comfort an individual has
from their use of tangible
goods and services.
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KEY DEFINITIONS

International trade

is the exchange of goods
and services between
different countries.

Research and
development involves
directing resources,

such as money, towards
discovering, creating, and
introducing new products
and processes.

Social wellbeing is a
measure of the quality

of life individuals have,
reflected by their non-
material living standards.

ADDITIONAL TERMS

Exporting is selling

a product to a customer
in another country.
Importing is purchasing
products from another
country.

Non-material living
standards are non-
physical factors that
influence the quality of life
experienced by individuals.

LESSON LINK

Research and
development was
introduced in 1D Sources
of business opportunity.
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International trade 11915

International trade is the exchange of goods and services between different countries.

Rather than selling solely to a domestic market, many modern businesses are also exporting
their products overseas. Exporting has a positive impact on the economic growth of a nation,
as money is being fuelled into the local economy from businesses in different countries.
International trade has also enabled businesses to import resources from overseas. Importing
allows businesses to gain access to cheaper materials, which can reduce business costs and
decrease the price of the final product. Importing has also improved the variety of goods and
services that businesses can sell to their customers as businesses have access to a wider variety
of international resources, helping to better satisfy customers’ needs and wants.

REAL WORLD EXAMPLE

International trade

The Bloomfield Group is an Australian mining and
engineering group which produces high-quality thermal
coal. As Australia is the world's largest exporter of
coal, The Bloomfield Group exports the majority of its
coal to the Asian market. However, The Bloomfield
Group is not the only exporter of coal in Australia as
coal accounts for more than half of Australia's energy
exports. In 2021 alone, the coal industry contributed
approximately $39.17 billion to the Australian economy.

Image: Parilov/Shutterstock.com

Figure 3 The Bloomfield Group is one of

many Australian businesses that exports coal Adapted from The Bloomfield Group, '‘Our Operations’, n.d.

ACTIVITY

International trade

International trade plays an important role in Australia's economic wellbeing. Answer the following
questions in groups, then discuss your answers as a class:

What are Australia’s top three imports?
What are Australia's top three exports?

Who are Australia's top three trading partners?

AW N =

. How does international trade contribute to Australia’s economic wellbeing?

Research and development 1.1.9.1.6

Research and development involves directing resources, such as money, towards discovering,
creating, and introducing new products and processes. Research and development can
significantly drive the economic development of a nation. Through research and development,
businesses can investigate and test ways to make improvements to existing products, develop
new business processes, or create entirely new products. As a result, businesses can meet the
demands of customers, cut costs, and improve the affordability of their products. Subsequently,
lower prices can help improve the standard of living in a nation as consumers can purchase
more goods and services while spending the same amount as before.

Social wellbeing 1152

Social wellbeing is a measure of the quality of life individuals have, reflected by their non-
material living standards. The non-material living standards of a nation are an indicator
of social wellbeing as these factors influence the quality of life experienced by individuals.
For example, social wellbeing can be influenced by factors such as general happiness, crime
rates, environmental quality, education, and the accessibility of healthcare.
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Table 1 How businesses contribute to the social wellbeing of a nation

Action performed by businesses Impact on social wellbeing

A business provides employment opportunities ¢ Employed individuals are likely to be

to a number of individuals. happier and more fulfilled and may
experience less financial stress as they are
earning a regular income.

e The unemployment rate is reduced, which

decreases homelessness and crime rates.
This is due to the fact that more individuals
can afford housing and there is less incentive
to turn to crime as a source of income.

A business focuses on implementing employee e Businesses that provide employees with an
wellbeing programs, such as counselling and opportunity to express their emotions can
regular check-ins with each employee. improve the mental health of their workers.
A business implements environmentally e These environmentally friendly processes
friendly policies and production methods help improve, protect, and preserve the

to reduce waste. environment.

EXTENDED REAL WORLD EXAMPLE

Social wellbeing

Telstra is a telecommunications company which operates
Australia’s largest mobile network. Like with many other
businesses, the COVID-19 pandemic forced Telstra to close
throughout 2020 and 2021, resulting in employees having

to work from home. While many other companies struggled to
implement working-from-home policies to ensure their employees
felt supported and motivated, Telstra adjusted quickly as many
employees were already working remotely before the pandemic.

As Telstra understood the negative impact that consistent and
lengthy lockdowns have on the social wellbeing of its employees,
a wide variety of online programs and activities were implemented.
Firstly, regular check-ins with Telstra's leadership team were
added to all employees' calendars, providing employees with an
opportunity to raise any concerns or issues surrounding working-
from-home arrangements. In addition to this, regular catch-ups
with groups were scheduled to encourage employees to interact
socially with their co-workers. On top of this, weekly mindfulness
and yoga sessions were conducted online throughout 2020 and
2021, with the purpose of keeping employees busy and distracted
from the reality that working-from-home arrangements will
continue for the unforeseeable future.

By implementing these activities, Telstra's human resources Image: TK Kurikawa/Shutterstock.com

department aimed to prevent employees from feeling socially Figure 4 Telstraimplements social wellbeing programs and activities
isolated, uncertain, or anxious throughout the pandemic. Many throughout the COVID-19 pandemic

employees have spoken out about how Telstra helped them, with -~
some stating that Telstra has gone ‘above and beyond' in assisting Questions
them through such difficult times, supporting their mental health 1
and wellbeing.

Did your school or workplace implement any wellbeing
programs or activities while you were studying or

Overall, Telstra's immediate implementation of these programs working from home? If so, what kind of activities were
was vital, particularly within the first months of the second set conducted online?
of COVID-19 restrictions when mental health problems were at 2. Discuss what you believe was the intended purpose

their peak. This was revealed by a national survey conducted by
The Medical Journal of Australia, which found that approximately
one-quarter of respondents reported mild to medium symptoms
of depression and anxiety.

of these programs or activities on the social wellbeing
of their participants.

3. If you were running a business throughout the pandemic,
what kind of wellbeing programs would you implement?

Adapted from Telstra, ‘Reflecting on Telstra’s Culture of Wellbeing and Support’, 2022
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Theory summary

mental wellbeing of employees.

While businesses primarily satisfy the needs and wants of individuals, their impact extends beyond the goods and
services they sell. Businesses contribute to the wellbeing of a nation both economically and socially.
 Businesses contribute to the economy by supporting employment levels, taxation, infrastructure, economic
growth, international trade, and research and development.

» Businesses contribute to the social wellbeing of the nation by helping raise non-material living standards
by reducing crime rates, improving the quality of the environment, and implementing strategies to assist the

TH Questions

Theory review

Question 1

Businesses only contribute to the economic wellbeing
of a nation.

A. True
B. False
Question 2

Businesses contribute to the economic wellbeing of a nation by:

(Select all that apply)
. generating taxation revenue.
Il.  lowering crime rates.

. creating employment opportunities.

Question 3

Fill in the blank with one of the following terms:
e infrastructure

® research and development

Businesses that are employed to help create facilities and
structures for society, such as the provision of roads, rail
networks, communications towers, and water facilities,
contribute to

Question 4

A business contributes to the economic and social wellbeing
of a nation by paying taxes to the government.

A. True
B. False

Question 5

Fill in the blank with one of the following terms:
® research and development

® international trade

Businesses which conduct may be able to
investigate and test ways to make improvements to existing
products, and develop new products and processes.

Question 6

Businesses that engage in international trade can sell to more
customers, or purchase cheaper materials to reduce their costs.

A. True
B. False

Question 7

Economic growth directly improves material living standards
and indirectly improves non-material living standards.

A. True
B. False

Question 8

Businesses can directly improve the social wellbeing of a nation by:
(Select all that apply)

. reducing homelessness.
Il.  improving the quality of the environment.
. improving material living standards.

IV. supporting the mental health of employees.
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Preparing for exams

Case study skills

Question 9

Sally is the owner of a small hair accessory business located in Victoria which has been in operation since
2019. She currently sells hair accessories in Australia but has decided to start exporting the hair accessories
to Asia. She is also contemplating whether to start importing some of the accessories from China.

Identify which of the following statements is correct about Sally’s hair accessory business.

A. By exporting hair accessories to Asia, Sally is helping improve the economic growth of Australia, as selling
goods internationally will inject foreign money into the local economy.

B. If Sally decides to start importing some of the hair accessories from China, she will gain access to cheaper
resources from overseas and be able to increase the selling price of the hair accessories.

Exam-style

Question 10 (1 MARK)

Define the term ‘economic wellbeing'.

Question 11 (1 MARK)

Define the term ‘infrastructure’.

Question 12 (2 MARKS)

Explain how businesses contribute to economic growth.

Question 13 (2 MARKS)

Outline two ways that businesses improve the social wellbeing of a nation.

Question 14 (3 MARKS)

Explain how businesses contribute to taxation revenue.

Question 15 (3 MARKS)

Sally is the owner of a small hair accessory business located in Victoria which has been in operation since
2019. She currently sells hair accessories in Australia but has decided to start exporting the hair accessories
to Asia. She is also contemplating whether to start importing some of the accessories from China.

Explain how Sally’s decision to engage in international trade can impact the economic wellbeing of Australia.

Testing previous knowledge

Question 16 (2 MARKS)

Outline how businesses that operate in a global market contribute to the economic wellbeing of a nation.
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Business innovation
and entrepreneurship

Studies from NAB have
found that over 4in 10
Australians would love to
own their own business,
and nearly 1in 10 have
already started their own
business. The culture of
entrepreneurship and
innovation in Australia is
already thriving. However,
for this to continue, the
Australian government
must keep nurturing

this culture. So what are
some of the ways that the
government can do this?

/LESSON LINK

Entrepreneurship
was introduced in 1A
Entrepreneurship.

Innovation and research
and development were
introduced in 1D Sources
of business opportunity.

ADDITIONAL TERMS

A tax offset is a direct
reduction in the amount of
tax that must be paid by a
business to the Australian
Tax Office (ATO).
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STUDY DESIGN DOT POINT

e the methods by which a culture of business innovation and entrepreneurship may be fostered
in a nation, such as government investment in research and development, council grants for
new businesses, school-based educational programs in entrepreneurship, and the creation
of regional business start-up hubs

1A 1B 1C 1D 1E 1F 1G H 1

Government investment  Council grants

in research and
development

School-based
entrepreneurship
programs

Regional
start-up hubs

Lesson introduction

Innovation and entrepreneurship are two of the key components driving Australia’s economic
growth. To encourage a culture of innovation and entrepreneurship, the government can
provide support and funding for research and development, council grants, and regional start-
up hubs. Additionally, government funding for school-based entrepreneurial programs teaches
students the skills of starting and running a successful business, increasing the likelihood

of Australia’s youth engaging in entrepreneurship in the future.

Government investment in research
and development 11101

Research and development involves directing resources, such as money, towards discovering,
creating, and introducing new products and processes. Research and development is an
expensive and time-consuming process for businesses to undertake. The high costs associated
with a business paying for studies conducted by research institutions, or technology to engage in
research, often discourage smaller businesses from participating in research and development.
To combat this, the Australian government has implemented a number of initiatives to assist
and encourage businesses to undertake research and development. By making research and
development more affordable and accessible for Australian businesses, these businesses are
more likely to participate in research and development, strengthening Australia’s culture of
innovation and entrepreneurship.

Table 1 Government investment in research and development initiatives

Government initiative Description

Innovation Connections Innovation Connections is a service that provides entrepreneurs
with advice and funding for research projects. Entrepreneurs
can apply for this service and, if accepted, will be paired with an
individual who makes recommendations regarding the research
project, connects the entrepreneur with research institutions, and
helps the entrepreneur apply for a grant to fund research.

The research and A business that pays tax in Australia, spends at least $20,000 on

development tax incentive  eligible research and development activities, and whose aggregated
turnover is less than $20 million will be eligible to apply to receive
a tax offset. Receiving a tax offset reduces the cost of research and
development expenditure for the business, making the process
more financially feasible.

Continues »
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Table 1 Continued

Government initiative Description

Accelerating Accelerating Commercialisation is a service that provides

Commercialisation entrepreneurs with advice and funding in order to get their unique,
or original, good or service to the market. This aims to assist small
or medium-sized businesses and start-ups, that are developing
new and innovative products, to scale up and commercialise in
global markets.

REAL WORLD EXAMPLE

Government investment in research and development

The Australian government has agreed to invest $4 billion over 12 years (from 2018 to 2029) to support
the National Research Infrastructure (NRI) which relates to the facilities, equipment, resources, and
experts needed to perform scientific and industry research. Investments in the NRI have allowed for
the development of the National Collaborative Research Infrastructure Strategy (NCRIS) program.

As of August 2022, the NCRIS program supports 22 funded projects, including the Australian Centre
for Disease Preparedness (ACDP). The ACDP engages in research to protect Australia from emerging
infectious disease threats. As COVID-19 vaccines were being developed, ACDP tested three of the
vaccine candidates, helping them progress to human trials. The ACDP also contributed to monitoring
Australia’s wastewater for COVID-19, tracking the prevalence of the virus in certain areas as concerns
for rising infection rates grew. By providing significant funding to the NRI, the Australian government
facilitates the research conducted by the ACDP and thus contributes to the developments in the
vaccine the researchers were able to make.

Adapted from CSIRO, ‘Australian Centre for Disease Preparedness’, n.d. and Australian Government Department of Education,
‘National Research Infrastructure’, 2022

Council grants 11102

A council grant is a one-off financial payment from a local council to a business, which does
not need to be repaid, that aims to support business ideas and development. Councils have

the ability to provide a council grant to an individual or small business within the community
with the aim of promoting and encouraging entrepreneurship, and the development of new
businesses. Entrepreneurs can use council assistance to help cover the establishment costs
when launching their business, purchasing the machinery and equipment they may require

to develop their business, and paying the labour costs that they may incur during the expansion
of their business. By receiving a grant during these periods of growth, a business can ensure

it is financially viable in the long term. Council grants can also reduce the cost of research and
development projects, thereby encouraging innovation.

REAL WORLD EXAMPLE

Council grants

The City of Whitehorse is a local council in the eastern suburbs

of Melbourne, Victoria. In 2021, the Whitehorse City Council
introduced the Whitehorse Business Grants Program. The program
aimed to support social and economic sustainability, business
growth and prosperity, and industry development following the
difficult period for local businesses during the COVID-19 pandemic.
Businesses within the council could apply to receive funding within
one of two streams. These two streams were business innovation,
which provided funding ranging from $5,000 to $10,000 to
support small businesses with the costs associated with substantial
innovative projects; and business support, which provided funding
ranging from $1,000 to $3,000 for businesses aiming to grow,

or re-establish themselves after the pandemic. The program
expected businesses to have used their funding by 31 August 2022.
By providing these grants to local businesses, the Whitehorse
Council facilitated innovation and encouraged small business
owners to persist with their business, even if they encountered
significant difficulties in recent years due to COVID-19.

Box Hill

Central

Image: Nils Versemann/Shutterstock.com

Figure 2 Whitehorse Council
provides grants to small and
medium-sized businesses to
assist them with innovation and

Adapted from City of Whitehorse, 'Whitehorse Business Grants Program’, 2022 provide financial support

Image: Mongkolchon Akesin/
Shutterstock.com

Figure1 The Australian
government invests in

the National Research
Infrastructure, subsequently
allowing businesses to gain
funding for research and
development

KEY DEFINITIONS

A council grant is a
one-off financial payment
from a local council to a
business, which does not
need to be repaid, that
aims to support business
ideas and development.

ADDITIONAL TERMS

Councils are the local
level of government

in Australia, with each
council looking after

a specific region within
the state.
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School-based entrepreneurship programs 11103

One of the places to first encourage a culture of innovation and entrepreneurship is within
schools. School-based entrepreneurial programs can help introduce students to the business
world, allowing them to develop their business knowledge and problem-solving skills. The overall
aim of school-based entrepreneurship programs is to increase student confidence and willingness
to develop innovative business ideas in the future.

EXTENDED REAL WORLD EXAMPLE

School-based entrepreneurship programs

Young Change Agents is a nationwide social enterprise that helps Australia’s youth in developing their entrepreneurial capacity and
identifying opportunities for social entrepreneurship. One of the most popular programs run by the Young Change Agents is the ‘$20
Boss'. The program involves providing students with $20 and guiding them through the process of establishing and running a business
using only this money as their initial funds. The aim of the program is for students to generate a profit from their business activities,
earning more than the $20 they were provided with. The program can be run at any time from years 5-10 and can be adapted according
to the general capabilities and relevant learning areas of the year level completing the program.

According to Young Change Agents, the program helps students
to develop enterprise, financial literacy, problem-solving,
communication, and collaboration skills as well as empathy,
confidence, trust, ownership, a capacity to think critically,

and resilience.

To celebrate the outstanding performance of certain students

in the program, Young Change Agents hosts annual awards
ceremonies. In 2020, Grow Greener Co. won the prize for years
9-12. Grow Greener Co. sold seedlings to grow food, accompanied
by instructions on how to plant and care for them, and healthy
recipes to cook them once grown. Winning this award allowed
the business to gain a $500 Seed Investment as well as a virtual :
mentoring package from Young Change Agents. Image: Andrii Medvednikov/Shutterstock.com

For schools with an Index of Community Socio-Educational Figure 3 Young Change Agents's $20 Boss program provides students
Advantage (ICSEA) rating of 1100 or below, the Young Change L/:/;::;Ekzeoatgri?;[tabhsh and operate their own business, encouraging them
Agents offer funding for schools to run the $20 Boss program.

All students are provided with their initial $20 and all teachers

gain access to toolkits and resources to facilitate the $20 Boss Questions

at their school. The toolkit provided by Young Change Agents 1. What kind of information do you think would be useful
provides lesson plans, worksheets, and resources to provide to learn about before you start a small business?
students with guidance as they begin establishing and operating 2. If you were able to participate in the program, what kind

a business. By providing funding and resources, Young Change
Agents allows the program to be entirely free for certain schools.

of business would you want to run?

3. Young Change Agents provides teachers with the option
to follow the ‘Full toolkit’, which requires 25 lessons for
the program to be completed or the ‘Lite toolkit’, which
requires 13 lessons. What do you think would be some
advantages and some disadvantages of completing
the whole program rather than the ‘lite’ version? Go to
Google and search ‘Teacher Toolkits $20 Boss' if you
want more information about the ‘lite" and ‘full’ toolkits.

A culture of innovation is developed by the program as students
must think of creative ideas when developing the product for
their business. Furthermore, as $20 is a small amount of money
to start a business with, students must be innovative when
researching, marketing, and selling their goods or service as they
have very limited funds to conduct these business activities.

A culture of entrepreneurship is also fostered by the program

as each student must start their own business, developing an

entrepreneurial mindset and skillset to do so. 4. If you have completed this program, or one similar during

your schooling, did you enjoy it? Why, or why not?
Adapted from Young Change Agents, '$20 Boss’, 2022 %
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Regional start-up hubs 1110

Start-up hubs are physical spaces that individuals and businesses can go to in order to have
office facilities to work in, or to obtain support regarding business matters. Regional start-up
hubs are often government initiatives designed to provide a collective working space for new
businesses within a specific area or location. Start-up hubs allow business owners to share ideas
and practices with each other. Certain start-up hubs also provide a subsidy for rental expenses,

advisory services, and offer workshops that enhance the skills and knowledge of business owners.

LaunchVic is a government organisation that is responsible for providing assistance and support
for the running of multiple start-up hubs across Victoria. The existence of LaunchVic has helped
encourage the creation and development of numerous businesses across Victoria. Regional start-
up hubs also support a culture of innovation and entrepreneurship by creating an environment
where business owners can share ideas and practices with one another.

REAL WORLD EXAMPLE

Regional start-up hubs

The Melbourne Innovation Centre is an initiative
aimed at helping small businesses and start-ups
across Australia thrive through its Business Incubation
program, coworking spaces, and delivery of business
support programs. In Greensborough, the Melbourne
Innovation Centre has established a coworking space.
The space includes facilities such as a shared kitchen,
breakout spaces, meeting rooms, and car parks.

The layout of the start-up hub aims to encourage
inclusiveness, growth, and success with open spaces
to facilitate this. Start-ups wanting to make use of the
office space can pay a small, monthly membership fee
to receive 24/7 access to all facilities. Start-up hubs,
such as this Melbourne Innovation Centre office,
encourage entrepreneurship as business owners

can provide a working space for their employees

for a relatively low cost, enabling them to channel
their money towards developing and marketing their >
products instead. Furthermore, multiple start-ups Image: Kzenon/Shutterstock.com

work in one office space, allowing employees across Figure 4 The Melbourne Innovation Centre

businesses to network and share their best practices. Greensborough offers business support
programs and allows small businesses to pay

Adapted from Melbourne Innovation Centre, ‘MIC Greensborough’, n.d. a fee to access an office space

ACTIVITY

Regional start-up hubs

Go to Google and search ‘Pivot City Innovation District’. Research this Geelong start-up hub
by looking at its website and discuss the following questions with your peers:

1. Onits website, the Pivot City Innovation District asserts that ‘Live Tiles', a $220 million software
company, has its offices within this start-up hub. Do you think knowing a successful business
is within the hub would entice other entrepreneurs to want to work there too? If so, why?

2. '50 dynamic businesses and organisations’ work within Pivot City. Do you think working among
many people, all doing different jobs in different industries, would inspire or distract you?
Explain your answer.

3. On the map of Pivot City, you can see a range of facilities within the hub such as a gym,
barbeque, restaurant, basketball court, and more. Do you think having these amenities could
boost employee productivity, or decrease it? Explain.

4. What do you think might be a disadvantage of working within Pivot City with more than
1,000 onsite employees’ all in the same area?

11 BUSINESS INNOVATION AND ENTREPRENEURSHIP

KEY DEFINITIONS

Start-up hubs are physical
spaces that individuals

and businesses can utilise
in order to have office
facilities to work in, or to
obtain support regarding
business matters.

ADDITIONAL TERMS

A subsidy is a financial
payment provided by
the government to an
individual or business,
generally to promote a
specific behaviour.

53



Back to contents

-
Theory summary

Specific initiatives include:

and products.

to start a business.

There are a variety of initiatives available to existing and future business owners that assist them in establishing,
growing, and operating their business. By assisting these businesses to function, these programs promote innovation as
they encourage the evolution of new products and business ideas. In addition, these programs can allow entrepreneurs
to establish profitable and sustainable businesses, encouraging other individuals to consider developing their own
businesses, thus fostering a culture of entrepreneurship in Australia.

e Government investment in research and development, which assists businesses to establish innovative processes

 Council grants that financially assist business owners to establish, grow, and maintain their business.

» School-based entrepreneurship programs that teach the future generations various skills and knowledge required

e Regional start-up hubs with spaces that allow new businesses to work together, sharing ideas and practices.

11 Questions

Theory review

Question 1

A culture of innovation and entrepreneurship can be influenced
by the government.

A. True
B. False
Question 2

The government provides funding for research and development
initiatives with the aim to:

A. encourage more businesses to participate in research
and development by reducing the cost of doing so,
strengthening Australia’s culture of innovation.

B. reduce the desire for businesses to innovate their product
so that businesses sell more consistent products, improving
the Australian economy.

Question 3
Fill in the blanks with the following terms:
® regional start-up hubs
® government investment in research and development

A culture of innovation can be developed by

as employees of different start-ups are all surrounded by one
another, encouraging each other to be creative by sharing
ideas and practices with each other. Furthermore,

facilitates a culture of innovation as businesses can more easily
afford new technologies or the use of a research institution,
enabling them to establish innovative processes and products.

Question 4

Potential features of a regional start-up hub include:
(Select all that apply)

. government subsidies for rent and utility expenses.

Il. acollaborative environment in which business owners
and employees can share ideas and practices.

lll. atax offset.

IV. workshops for business owners that enhance their
knowledge or skills.

Question 5

Fill in the blank with one of the following terms:
e Regional start-up hubs

e School-based entrepreneurship programs

can help introduce students to the business world,
allowing them to develop the skills necessary for running a
business, such as problem-solving and communication skills.

Question 6

A council grant is a one-off financial payment from the council to
a business that completely covers the cost of starting a business,
paying for all marketing expenses, technology requirements, and
other expenses incurred by a business upon commencement.

A. True
B. False

Question 7

The Australian government aims to nurture a culture of
innovation and entrepreneurship in Australia in order to promote:

A. happiness among citizens of the nation.

B. economic growth.
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Preparing for exams

Case study skills

Question 8

Better Together, located in Bendigo, is a co-working space created by the Australian government that allows
employees from a number of businesses in the area to operate within a shared, collaborative working space.
The office has an open floor plan with desks spread out across the floor to encourage employees from different
businesses to mix with one another. Better Together provides businesses that use the facilities with a subsidy
to reduce the rental costs of using the hub.

Identify which of the following statements are true or false about how the Better Together start-up hub can
help foster a culture of innovation and entrepreneurship.

True False

. Better Together provides businesses with a subsidy when using the | O
start-up hub. Therefore, reducing the expenses and financial risks
associated with starting a business.

Il. Better Together contributes to a culture of innovation by encouraging O |
employees of each individual start-up to work only in their own
teams, allowing each start-up to focus more on themselves which can
ultimately lead to new ideas being produced.

Ill. Better Together allows employees from multiple businesses to O |
communicate with one another, developing a culture of innovation as
they can provide feedback to each other, and share creative practices
through collaboration.

IV. Better Together provides start-ups with loans to help businesses | O
establish themselves in the market.

Question 9

During 2020, several small businesses across Australia suffered significantly as a result of the pandemic, with
many business owners ultimately having to shut down their businesses due to a lack of profit. In efforts to
reinvigorate the economy and strengthen the culture of innovation and entrepreneurship within Australia, the
Australian government considered ways to encourage citizens to once again start up innovative businesses.

Identify which of the following are ways in which the government could help to foster a culture of innovation
and entrepreneurship in Australia. (Select all that apply)

. Councils across Australia could provide grants to local businesses, which are one-off financial payments
from the council to a business that aim to support business ideas and development, and reduce the
financial risks associated with starting a business.

Il. The government could fund regional start-up hubs as this will allow start-up entrepreneurs to be
surrounded by one another, collaboratively sharing ideas and practices which can lead to innovation.

Il. The government could provide all Australian adults with $20 and tell them to start a business as this will
lead to each individual in the adult population of Australia establishing an innovative business idea.

IV. The government could provide a tax offset to eligible businesses that spend a certain amount on research
and development, encouraging more businesses to engage in practices that allow for innovation to occur.

Exam-style

Question 10 (1 MARK)

Define the term ‘council grant'.

Question 11 (2 MARKS)

Outline school-based entrepreneurship programs as a method of fostering a culture of innovation
and entrepreneurship.

11 BUSINESS INNOVATION AND ENTREPRENEURSHIP
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Question 12 (2 MARKS)

Outline government investment in research and development as a method of fostering a culture of innovation
and entrepreneurship.

Question 13 (3 MARKS)

Better Together, located in Bendigo, is a co-working space created by the Australian government that allows
employees from a number of businesses in the area to operate within a shared, collaborative working space.
The office has an open floor plan with desks spread out across the floor to encourage employees from different
businesses to mix with one another. Better Together provides businesses that use the facilities with a subsidy
to reduce the rental costs of using the hub.

Explain how the Better Together regional start-up hub fosters a culture of innovation and entrepreneurship.

Question 14 (4 MARKS)

During 2020, several small businesses across Australia suffered significantly as a result of the pandemic, with
many business owners ultimately having to shut down their businesses due to a lack of profit. In efforts to
reinvigorate the economy and strengthen the culture of innovation and entrepreneurship within Australia, the
Australian government considered ways to encourage citizens to once again start up innovative businesses.

Explain two methods by which a culture of business innovation and entrepreneurship may be fostered in Australia.

Testing previous knowledge

Question 15 (4 MARKS)

Describe research and development as a source of business opportunity and explain how government
investment in research and development can foster a culture of innovation and entrepreneurship.
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Unit 1 AOS 1review

The business idea

AOS summary

This chapter introduced the first area of study (AOS) of the VCE Units 1 and 2 Business Management course.

In this chapter, you learnt about how a business creates and utilises opportunities in the market for a new business
idea, as well as the personal motivations for starting a business. You also learnt about the ways a business can plan
for the future, by setting goals and determining the viability of its concept. Finally, you learnt about how a business
can contribute to the wellbeing of society and enhance economic growth through innovation and entrepreneurship.

Lesson 1A Entrepreneurship covered the concept of entrepreneurship and the skills that an entrepreneur requires
to be successful, including risk-taking, leadership, innovation, communication, decision-making, and networking skills.

Lesson 1B Personal motivation for starting a business covered the factors that personally motivate a business
owner to pursue their business idea and establish a business. These motivations for starting a business are:

e personal independence

e financial independence

¢ to make a profit

e to fulfil a market need

e to fulfil a social need.
Lesson 1C Characteristics of successful managers and entrepreneurs covered traits that a manager requires to
positively contribute to business success, including communication skills, determination, and being knowledgeable,

ethical, and flexible. You also learnt about the attributes of a successful entrepreneur, including willingness to take
calculated risks, a strong networking ability, and being determined, innovative, resourceful, and knowledgeable.

Lesson 1D Sources of business opportunity covered the ways a business can harness conditions in the market
to develop a new business concept. These sources of business opportunity are:
¢ innovation
e market opportunities
¢ changing customer needs
 research and development
e technological development
e global markets.
Lesson 1E Goal setting covered the importance of setting goals for a business, as well as the types of goals a business
can set in order to progress in the future. You also learnt about the SMART goal criteria whereby businesses should

set specific, measurable, attainable, relevant, and time-bound goals. Finally, the lesson discussed the importance of
decision-making as a skill during business planning and goal setting.

Lesson 1F Business concept development covered how a business can develop and use a business concept to gain
a competitive advantage in the market. You also learnt about how a business can protect its business concept as
intellectual property through legal barriers, including trademarks, patents, copyrights, and domain names.

Finally, you learnt about the relationship between business opportunities and business concept development.

Lesson 1G Market research and initial feasibility studies covered the process of market research and how a business
can use the qualitative and quantitative data that is collected to make informed business decisions. You also learnt
about initial feasibility studies and how they can be used by a business owner to consider different areas that may
impact the business’s start-up, including market, operational, commercial, technical, and legal feasibility.

Lesson 1H Businesses’ contribution to the wellbeing of a nation covered how businesses provide both economic and
social benefits to the wellbeing of society. A business can contribute to the economic wellbeing of society by providing:
e employment opportunities
e taxation revenue
 infrastructure
e economic growth
e international trade

 research and development.

UNIT 1 AOS 1REVIEW
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Lesson 11 Business innovation and entrepreneurship covered the ways in which a culture of business
innovation and entrepreneurship may be fostered in a nation. The ways a nation can foster innovation and
entrepreneurship include:

e government investment in research and development
e council grants
« school-based entrepreneurship programs

e regional start-up hubs.

Personal motivations for

starting a business can often Once a business concept has been developed,
Personal motivation for result in the development market research and initial feasibility studies should
starting a business: of a business concept be conducted to determine the viability of the idea
. lind d
Rersor]a '|n epencence Business concept Market research and
* financial independence =~ —m——— e e .
— development initial feasibility studies

* to make a profit
= to fulfil a market need 4+

. . Entrepreneurs will
= to fulfil a social need P
often have a personal

motivation for

A business that develops
a viable business concept
can contribute to the

Businesses' contribution to
the wellbeing of the nation:

Entrepreneurs starting a business 5 . = employment opportunities
may be motivated wellbeing of the nation _ = taxation revenue
to start a business "~ = infrastructure

Entrepreneurs often
create unique
business concepts

due to business
opportunities

= economic growth
* international trade
= research & development

Sources of business Entrepreneurship and .
opportunity: entrepreneurial skills: Entrepreneurs usually have the skills

» innovation s risk-taking required t9 set SMART busin.ess

* market opportunities L———— = |eadership goals during business planning

* changing customer needs Entrepreneurs * innovation l

* research & development ma bz inspired * communication

= technological development ),:0 startr; = decision-making . Goal setting and
* global markets business due to * networking SMART goals

their ability to
recognise business
opportunities » Busir ' contribution to
the wel being of a nation:
= government investment in
research & development
council grants
school-based
Successful entrepreneurship programs
entrepreneurs regional start-up hubs
and managers
will set SMART
goals when
planning a business

Characteristics of
successful managers —_—)
and entrepreneurs

Characteristics of

Characteristics of successful entrepreneurs:

successful managers: * willing to take

* communication skills R calculated risks

* determination b "~ = strong networking ability

* being knowledgeable, * being determined,
ethical, and flexible innovative, resourceful,

and knowledgeable

AOS review activities

Review activity 1: Entrepreneurial skills summary table

You have learnt about the different entrepreneurial skills that an entrepreneur can possess in order to positively
contribute to the growth of their business. It is important to remember the different entrepreneurial skills, as well
as the importance of each skill to achieve business success.

Copy out the table in your notes. Fill in the table by identifying the entrepreneurial skill that the statement is describing and
selecting the correct statement about the importance of the skill. The first row has been completed for you as an example.
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Statement

Entrepreneurial skill

Importance of the skill

A skill that involves sharing a business
vision with employees to inspire and
persuade employees to support an idea.

Leadership skills

A. Can motivate employees.
B. Can minimise business expenses.

Correct statement: A v

A skill that involves being able to clearly
transfer information to others and engage in
two-way conversations with employees to
listen and consider their feedback.

A. Can provide direction for
the business.

B. Can minimise the input of employees.

Correct statement:

A skill that requires an entrepreneur to be
able to select a suitable course of action
from a range of plausible options.

A. Canincrease the amount of time
spent considering business ideas.

B. Can contribute to business success.

Correct statement:

A skill that requires an entrepreneur to not
fear failure and to take calculated risks.

A. Can ensure the business only remains
in a stable position in the market.

B. Can allow the business to access more
business opportunities.

Correct statement:

A skill that allows an entrepreneur to
be creative and look for new ideas and
opportunities as they arise in the market.

A. Can provide a business with
a competitive advantage.

B. Can limit the distinguishable
characteristics of the business.

Correct statement:

A skill that allows an entrepreneur
to develop contacts that can provide
assistance and advice in the future.

A. Can provide a business with support.

B. Canreduce a business's competitive
advantage.

Correct statement:

Review activity 2: Identifying real-life sources of business opportunity

In this chapter, you have learnt about the ways in which a business can identify business opportunities and use them
to develop a business idea. It is useful for a business owner to be able to recognise how real-life businesses initially
establish their business idea and take advantage of opportunities to create a viable business.

Search up 'Afterpay’s spectacular global success' on the internet and click on the link that takes you to the Financial
Review article (Financial Review, 2021). Read the article and answer the following questions in your workbook:

1. How did Afterpay establish its initial business idea?

u h W N

of business opportunity?

. Do you think Afterpay's business idea is viable? Why or why not?

Review activity 3: Develop a business concept

. What source of business opportunity did Afterpay use when creating its business idea?

. How is Afterpay planning to increase its competitive advantage in the future?

. Can you think of any other payment businesses that have utilised Afterpay’s technological development as a source

During this area of study you were introduced to the business concept, which outlines the business's idea, its main
selling activities, and the features that will allow it to gain a competitive advantage. It is important to understand that
the development of a business concept is a crucial first step to starting a business.

Imagine you are opening a new workout studio with an adjoining cafe. Your task is to develop a business concept where

you outline the idea for the business, what you will sell, and how you will gain a competitive advantage. When developing
your business concept, you may consider the style of the studio and cafe, and what goods and services you will offer to your
customers. After developing your business concept, consider how you will protect it from competitors through legal barriers.

You may like to complete this activity in small groups and then share your business concept with the class.

UNIT 1 AOS 1REVIEW
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Unit 1 AOS 1review questions

Contemporary case study

Useful tip

In the end-of-year VCAA examination for Units 3 and 4, it is likely that there will be a question asking you to refer

to a contemporary business case study. This section of the AOS review is designed to build your skills in answering
contemporary case study questions in year 11, so you are even more prepared for the exam at the end of Units 3 and

4. Refer to the section at the beginning of this textbook titled ‘What is a contemporary business case study?’ for more
information. For the following questions, you can refer to Bistro Morgan or any other business you feel confident writing
about as a contemporary business example.

Bistro Morgan

Bistro Morgan is an iconic, Melbourne-based bakehouse
that was founded by young entrepreneur, Morgan
Hipworth. From a young age, Hipworth had a passion for
baking and sharing food which led him to create unique
flavour combinations and sweet treats that he initially
supplied to local cafes. Before long, Hipworth was selling
his creations to many cafes across Melbourne and his
popularity online, especially through social media, was
continuously increasing. Whilst balancing school and
sporting commitments, in 2016, Hipworth launched

a pop-up store, selling over 10,000 doughnuts across

eight days, before deciding to make this a permanent Figure1 Entrepreneur, Morgan Hipworth, established the unique
store named Bistro Morgan. doughnut and sweet treats business known as Bistro Morgan

ffimma
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By initially selling to local cafes and then launching a pop-up store, Hipworth essentially conducted his own market
research, gaining an understanding of the demand for his sweet treats amongst customers to help him determine the
viability of his business concept.

Hipworth personally financed the opening of Bistro Morgan in Windsor and employs a number of full-time bakers and
staff in the bakehouse. He now offers breakfast, lunch, and coffee alongside his doughnuts, further meeting the needs
of his customers.

The success of Bistro Morgan can be attributed to both his passion for baking and his ability to recognise a gap in the
market for uniquely flavoured doughnuts and creative sweet treats. Each week, Hipworth provides three new flavours
that are available only for that week, therefore keeping customers engaged and eager to visit his store. Some of the
doughnut flavours at Bistro Morgan include Creme Brilée, Bruno Mars, and Biscoff Gone Nuts.

As an entrepreneur, Hipworth is an extremely creative, passionate, motivated, and organised individual who balanced
operating a business whilst completing his schooling. His advice for other business owners is to be ‘prepared to put

in the work’, demonstrating his diligent and hard-working nature. At the age of 21, Hipworth established a recognisable
Australian brand and continues to draw the attention of customers, contributing to the success of the now multi-million
dollar business, Bistro Morgan.

Adapted from Bistro Morgan, ‘Our Story’, n.d.

Answer questions 1-4 with reference to the Bistro Morgan case study shown, or any other contemporary business
case study you have studied.

Question 1 (2 MARKS)

Describe one personal motivation for starting a business. In your response, refer to a contemporary business case study.

Question 2 (2 MARKS)

With reference to a contemporary business case study, explain two characteristics of a successful entrepreneur.
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Question 3 (4 MARKS)

Using a contemporary business case study, explain two areas of feasibility that a business owner could consider
when determining the initial feasibility of a business concept.

Question 4 (4 MARKS)

With reference to a contemporary business case study, explain innovation and market opportunity as sources
of business opportunity.

These questions are typical of Section A in the VCE Business Management exam.

Question 5 (10 MARKS)

Phoenix has recently noticed that there are no nearby healthy food options for a number of office buildings in her area.
Due to a growing trend of healthy eating, Phoenix has identified that there is an opportunity to make more money than
she currently is as a chef. She is considering opening a Vietnamese street food store called PhoReal. Phoenix is friendly
with many of the managers in the office buildings nearby, and feels she may be able to use this to her advantage.

a. Define the term entrepreneurship. (1 MARK)
b. Describe one skill that Phoenix will need to be a successful entrepreneur. (2 MARKS)

c. Explain the importance of goal setting for Phoenix. (3 MARKS)

d. Explain how making a profit and fulfilling a market need may act as personal motivations behind Phoenix’s decision

to start a business. (4 MARKS)

Question 6 (12 MARKS)

After undertaking market research, Ezra has discovered that his innovative watch and accessories business, Little
Liars, is extremely popular amongst customers and provided him with a competitive advantage in the Australian
market. However, Ezra is now looking to plan for the future and enhance the performance of Little Liars and has
therefore proposed some new objectives to his employees.

a. Define market research. (1 MARK)
b. Outline regional start-up hubs as a method of fostering a culture of innovation and entrepreneurship. (2 MARKS)

c. Explain two ways Little Liars can contribute to Australia’s economic wellbeing. (4 MARKS)

d. Describe how Ezra could use the SMART goal setting criteria to improve the performance of Little Liars. (5 MARKS)

Question 7 (8 MARKS)

Sandra owns Dairy Land, a full-cream milk production company that sells and delivers its milk bottles to customers
and supermarkets in the local Gippsland area. Sandra is looking to expand Dairy Land in the future and is wanting
to develop a new range of flavoured milk drinks to gain a competitive advantage.

a. Explain two ways in which a culture of innovation and entrepreneurship can be fostered in a nation. (4 MARKS)

b. Explain how Dairy Land contributes to both the economic and social wellbeing of Australia. (4 MARKS)

UNIT 1 AOS 1REVIEW
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The internal environment affects the approach a business
takes to planning and the extent to which planning is
successful. A business owner will generally have more control
over the activities, functions and pressures that occur within
the business. These factors, such as business models, legal
business structures and staffing, will also be influenced to

some extent by the external environment. Students explore
the factors within the internal business environment and
consider how planning decisions involving these factors may
affect the ultimate success of a business, with success being
measured by the extent to which business objectives are met
within a specific timeframe.

Outcome 2

On completion of this unit, the student should be able to
describe the internal business environment and analyse how
factors from within it may affect business planning.

Reproduced from VCAA VCE Business Management Study Design 2023-2027
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LESSONS KEY KNOWLEDGE

the relationship between the internal environment and
the external environment of a business

2A The internal environment and the
external environment

types of businesses such as sole trader, partnership,

private limited company, public listed company, social

enterprises and government business enterprises, and

the factors affecting the choice of business structure

2B Types of businesses
2C Types of business models

2D Purchasing vs establishing a business types of business models such as online business,

direct-to-consumer business, bricks-and-mortar
business, franchise, importer and exporter

2E Business resource needs

2F Business locations costs and benefits of purchasing an existing business

26 Sources of finance compared with establishing a new business

business resource needs (natural, labour and capital)

2H Business support services and the factors affecting the use of business resources

business locations and the factors affecting choice

2l Business planning )
of location

2) CSR for business planning
Unit 1 AOS 2 review

sources of finance available to establish a business and
the factors affecting the type and source of finance chosen

business support services such as legal, financial,
technological, community-based, formal and informal
networks, and business mentors

® planning analysis tools to assist in determining the
® strengths and weaknesses of decisions regarding
f changing internal factors, such as SWOT analysis
overview of business plans, including the benefits of
using them and an outline of their key features

o—Q I corporate social responsibility considerations and

f business planning
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The internal environment

and the external environment

In your everyday life, you
are impacted by a variety
of factors both internally
and externally from the
environments around you.
For example, the internal
factor of being hungry
may prompt you to go to
a cafe, or you may decide
to put on a warm coat due
to the external factor of
cold weather. Similarly,

a business is constantly

influenced by various factors

within both its internal and
external environment.

S

KEY DEFINITIONS

The internal environment
involves factors within a
business that a business
has control over.

The external environment
involves the surrounding
factors that can impact

a business, which it has
minimal control over.

Macro factors are social,
legal, technological, global,
and economic conditions
that a business operates
in and has no control over.

Operating factors are the
primary external factors
impacting a business that
it has some control over.
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The external environment
will be covered in further
detail in Chapter 3
External environment.
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External
environment

Internal
environment

The relationship between the
internal environment and the
external environment of a business

Lesson introduction

In order to be successful, it is crucial for a business to consider the environment that it operates
in. The business needs to plan for factors within its internal environment, as well as its external
environment. Planning for these factors enables a business to make strategic decisions and
remain competitive in the ever-changing environment.

Internal environment 121

The internal environment involves factors within a business that a business has control over.
When planning, business owners have more control over factors in the internal environment
than those in the external environment, as decisions about internal factors are ultimately
determined by people within the business. A business can change internal factors to align with,
or respond to external factors which they cannot control. A business can adapt its internal
environment to match conditions in the external environment.

SWOT analysis Sources of finance

Resources Business locations

Purchasing an existing business
vs establishing a new business

Corporate social responsibility
for business planning

Business support services

Types of business models Types of businesses

Figure1 Anoverview of the factors affecting business planning from the internal business environment.

External environment 1212

The external environment involves the surrounding factors that can impact a business, which it
has minimal control over. These factors can be categorised as either macro factors or operating
factors. Macro factors are social, legal, technological, global, and economic conditions that a
business operates in and has no control over. Operating factors are the primary external factors
impacting a business that it has some control over, for example customers, suppliers, competitors,
and special interest groups. It is important for businesses to consider both macro and operating
factors during business planning. Assessing these factors can equip businesses to make more
strategic and well-informed decisions.
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Figure 2 Anoverview of the macro factors affecting business planning from the external business environment.

Customer needs and expectations

Special interest groups _ Competitor's behaviour

Suppliers and the supply chain

Figure 3 An overview of the operating factors affecting business planning from the external business environment.

The relationship between the internal
environment and the external environment
of a business 1.213

Both the internal and external business environments can influence and affect each other.

As the business has control over the internal environment and can plan for internal factors,

it can influence the impact of its activities and decisions on the external environment.
Alternatively, the business is unable to control external factors, meaning changes in conditions
of the external environment often have a more significant effect on the internal environment of
a business. The business should consider and plan for how potential changes in external factors
could affect the internal operations of the business. By proactively considering these factors,
the business can remain competitive and viable in a continuously changing business world.

Operating environment

= Customer needs and
expectations

= Competitors’ behaviour

= Suppliers and the

supply chain
= Special interest groups

Figure 4 The relationship between the internal environment and the external environment of a business
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Table 1 Examples of how the internal environment can affect the external environment

Internal Impact on external environment

environment factor

Types of e The type of business model that the business utilises can impact its

business models planning considerations regarding its expansion overseas or into
new technologies.

Business o If the business utilises resources that are of high quality, then the

resource needs product is likely to meet customer expectations and needs.

e If the business utilises resources that are of poor quality, then the
business could consider sourcing resources from an alternative
supplier. This may impact the business’s supply chain and transport
considerations.

Business locations e If the location of the business is highly accessible, customer needs
and expectations may be more readily satisfied.

Business planning e Ifabusiness undertakes thorough and appropriate planning for
its internal environment, it may be more readily able to adapt and
respond to changes in the external environment.

Table 2 Examples of how the external environment can affect the internal environment

External Impact on internal environment

environment factor

Macro factors

Legal and e Changes in government policy and legislation may require a business

government to alter its internal processes and procedures, including how it

regulations considers CSR in its activities and relations with suppliers.

Societal attitudes e Changes in societal values, beliefs, and trends can affect a business’s

and behaviours resourcing needs and may alter the types of goods and services a
business provides to meet customer needs.

Economic e If economic conditions are strong, then customers are more likely

conditions to make purchases at the business. Therefore, a business must ensure
it has a sufficient number of resources and products available to sell
to customers.

e If economic conditions are poor, then customers are less likely to
make purchases at the business. Consequently, the business may
require fewer resources and products to meet customer demand.

Technological e If there are new technological advancements, the internal resources

considerations needs of the business could be impacted. For example, a business that
adopts new machinery in its production line may no longer require
all of its labour resources.

e If there are new technological advancements, the business may have
greater financing needs in order to fund the high expense of technology.

Global e Conlflict or changes in political conditions in an overseas country may
considerations influence a business’s ability to obtain its resources and supplies.

e Worldwide shortages can impact a business’s ability to acquire its
supplies and meet customer needs.

Operating factors

Customer needs and e Changing customer needs and expectations could affect the resource
expectations needs of a business and the types of goods and services it provides in
order to satisfy these changes.

Competitors’ e New competitors in the market, could impact the resourcing needs
behaviour of the business as it would need to differentiate itself by creating
high-quality, innovative products, for example.

Suppliers and the e If suppliers experience delays, become increasingly unreliable or

supply chain adopt less effective practices, this could impact the internal resource
needs of the business, potentially decreasing the quality and/or
quantity of the goods or services a business provides to customers.

Special e Special interest groups that support and inform a business may
interest groups influence how it sources its finance and the type of business models
it adopts.
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THEORY IN ACTION

of a business

The relationship between the internal environment and the external environment

During the launch of DevTech, Vanessa decided to analyse the factors in both the internal and
external business environments. During this analysis, Vanessa discovered that in the external
business environment, there is a competitor offering similar app development services to that

of DevTech. In order to differentiate her business and remain competitive, Vanessa has decided
to alter some internal factors, including DevTech's resourcing needs and opportunities for
innovation. For example, Vanessa could take control by hiring more qualified software engineers
to assist with DevTech's business development, whilst also considering innovative opportunities,
including providing free coding programs to youth.

=D

—

Figure5 Vanessa decided to
adapt DevTech's internal factors
inaccordance with external
factors within the business
environment

J/i
VAN

%
ACTIVITY
The relationship between the internal environment and the external environment of a business
Copy the table into your notes and fill in the second column of the table with the business environment that the factor is part of.
In the third column of the table, fill in the level of control (high, some, or no control) that the business has over the listed factors.
Factors affecting the Business environment Level of control
business environment (internal or external) (high, some, or no control)
Resources
Customers
Technology considerations
Competitors’ behaviour
Employees
Suppliers
Legal requirements
Societal trends
Business location
Economic conditions
-
Theory summary
There are factors within a business’s internal and external environment that affect how it operates. To achieve business
success, managers and owners need to thoroughly assess factors within both the internal and external environment when
planning and establishing their business.
e The internal environment is made up of factors within a business that a business can control.
e The external environment consists of macro and operating factors outside of the business, which a business has little
to no control over.
= Macro factors are external conditions that the business has no control over.
= Qperating factors are external conditions that the business has some control over. )
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2A Questions

Theory review

Question 1

Business owners must understand and assess the business

environments in order to remain successful.

A. True
B. False
Question 2

The business environment is divided into:
A. the macro and operating environment.

B. theinternal and external environment.

Question 3

A business has control over factors within the internal
environment.

A. True
B. False
Question 4

Fill in the blank with one of the following terms:
® minimal control
® no control

e full control

A business has over factors within the external

environment.

Question 5

A business only needs to plan for the internal environment,
and not the external environment, because it has full control
over the internal environment.

A. True
B. False

Question 6

Fill in the blanks with the following terms:
® internal

e external

Technological advancements affecting the business
environment could influence the resourcing requirements that
arepartofthe____ business environment.

Question 7

The changing customer expectations of the internal business
environment have an impact on the economic conditions within
the external business environment.

A. True
B. False
Question 8

A business should consider how the external environment
could affect the internal business environment.

A. True
B. False

Preparing for exams
Case study skills

Question 9

Chi owns Chocalot, a gourmet chocolate store that has multiple locations around Melbourne. Chi has been
operating Chocalot for 10 years and has recently conducted an updated analysis of the internal and external
factors affecting the business. Chi has discovered that the quality of chocolates from current suppliers in
Belgium has decreased, therefore Chi is now considering changing suppliers. Customers have started to
complain about the decrease in quality, and employees feel untrained in dealing with these complaints.

Identify which of the following statements are correct about Chocalot's internal and external business

environments. (Select all that apply)

. Chocalot's internal environment consists of employees and suppliers.

Il. Chocalot's external environment consists of customers and suppliers.

. Chi needs to consider both the internal and external business environments in order to appropriately

adapt current business practices.
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Exam-style

Question 10 (1 MARK)

Define the term ‘internal environment’.

Question 11 (1 MARK)

Define the term ‘external environment’.

Question 12 (3 MARKS)

Distinguish between the internal and external environment.

Question 13 (3 MARKS)

Analyse the relationship between the internal and external environment of a business.

Question 14 (3 MARKS)

Chi owns Chocalot, a gourmet chocolate store that has multiple locations around Melbourne. Chi has been
operating Chocalot for 10 years and has recently conducted an updated analysis of the internal and external
factors affecting the business. Chi has discovered that the quality of chocolates from current suppliers in
Belgium has decreased, therefore Chi is now considering changing suppliers. Customers have started to
complain about the decrease in quality, and employees feel untrained in dealing with these complaints.

With reference to Chocalot, explain the relationship between the internal and external business environment.

Testing previous knowledge

Question 15 (3 MARKS)

Describe how changing customer needs can act as a source of business opportunity and outline how they are
also part of the business environment.
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ZB Types of businesses

The world is filled with

businesses that are different

in type and size. Choosing
an appropriate business
structure is a big decision
for business owners when
starting a business. The
choice of which structure
suits a business best is

crucial as it determines what

sort of business it will be.

|1— [BEKE) J
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KEY DEFINITIONS

A sole trader is a
business structure that is
owned and operated by
one individual.

ADDITIONAL TERMS

Unincorporated is the
business owner and the
business being viewed as
the same legal entity.

Unlimited liability is the
business owner being held
personally responsible for
the business's debts.
Personal income tax

is a portion of an
individual's earnings that
is paid to the government
for public services.

Debt is the amount of
money that an individual
or business owes.

LESSON LINK

Tax was introduced in
TH Businesses'
contribution to the
wellbeing of a nation.
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STUDY DESIGN DOT POINT

e types of businesses such as sole trader, partnership, private limited company, public listed
company, social enterprises and government business enterprises, and the factors affecting
the choice of business structure
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Sole trader Partnership Private limited Public listed  Social Government
company company enterprise business
enterprise

Lesson introduction

When planning a business, owners must consider and decide on what type of business they want.
Business owners have control over the choice of their business’s structure as it is a part of the
internal business environment. Common types of businesses include sole traders, partnerships,
private limited companies, public listed companies, social enterprises, and government business
enterprises. These types of businesses have different characteristics, benefits, and limitations.

Sole trader 1.2.21

A sole trader is a business structure that is owned and operated by one individual. A sole trader
has full decision-making power and is legally responsible for all aspects of the business. A sole
trader is the cheapest and simplest type of business to operate. As a sole trader, the owner

and business are considered as the same legal entity, meaning they are unincorporated and
therefore have unlimited liability. Sole traders assume full responsibility for their business
legally and financially. This level of responsibility means the business owner is entitled to all
of the business’s profits after personal income tax has been paid. Tax is a compulsory payment
which is used to finance the provision of public goods and services, such as courts and police
services. However, sole traders are also fully responsible for the business’s debt, meaning

their personal assets could be seized to pay debts if the business fails. Sole traders can hire
employees, however, the owner is responsible to make all business decisions.

Table 1 Factors affecting the choice of a sole trader

Factors affecting the choice | Explanation
of business structure

Risk e There is a high level of risk as the owner invests their
personal savings into the business.
e There is a high level of risk as the owner has unlimited
liability, meaning their personal assets could be seized to
pay business debts.

Resources o The skills and expertise required for business decisions are
limited to the knowledge of the owner.
e TFinancial resources are limited to the sole trader’s personal
finances and it could be more difficult to obtain loans from
financial institutions.

Level of control e There is a high level of control as the owner has full power
over all business decisions.

Cost e Low set-up costs and the owner can retain all of the
business’s profits.
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Table 2 Advantages and disadvantages of a sole trader

Business

Employee

Time

Money

THEORY IN ACTION

Sole trader

and purpose.

Advantages

The owner has full control and
decision-making power.

There is a low risk of disputes

as there is only one owner making
decisions.

Easy and simple to register

and set up.

Fewer reporting requirements and
minimal government regulation.
Other owners do not need to be
consulted when making decisions,
therefore decision-making

can be quick.

Least expensive type of business
to set up.

The owner can retain all
business profits.

Disadvantages

e Unlimited liability puts the owner’s

personal assets at risk, as they can
be seized to pay off business debts.
The knowledge and skills are
limited to the owner, meaning the
owner may not have appropriate
expertise in various areas.

The life of the business ends when
the owner dies.

It may be difficult to take time
off work for holidays or when
sick, as no one else can operate
the business.

Difficult to raise money to expand
the business due to being limited to
the owner’s personal savings. It also
can be difficult to access money
from financial institutions.

Stanley Yu is a sole trader of his gourmet
supermarket business called Epicure. Stanley
structured Epicure as a sole trader as it was simple
and cost-effective. He conducts the majority of
business activities, such as stocking shelves and
manning the checkout. Stanley has full control
over decisions such as the business's direction

Figure 1 Stanley is the sole trader of Epicure

Partnership 122

A partnership is a business structure that is owned by two to 20 owners. A partnership structure

is unincorporated and all of the owners have unlimited liability over business debts. Similar to
sole traders, partnerships are easy and inexpensive to establish. Generally, partnerships have a
partnership agreement, which is a document signed by all of the partners and includes partner
details, distribution of profit, responsibilities of each partner, and financial contributions from
each partner. Having multiple business owners means the responsibility and financial risks of
the business venture are shared, and the resources and expertise of partners are combined. Each
partner must pay personal income tax on their share of the profits.

LESSON LINK

Loans will be covered
in further detail in 2G
Sources of finance.

KEY DEFINITIONS

A partnership is a
business structure that
is owned by two to 20
owners.

ADDITIONAL TERMS

A partnership agreement
outlines the roles and
expectations of the
partners in a business.
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Table 3 Factors affecting the choice of a partnership

Factors affecting the choice | Explanation
of business structure

e Risk is shared between all of the partners.

Risk
Resources
multiple partners.
Level of control o
Cost e Low set-up costs.

Table 4 Advantages and disadvantages of a partnership

Business

Employee

Time

Money

e Partners are all held personally responsible for business debts.

o There is greater access to skills and expertise by having

e TFinancial resources can be contributed by all partners which
can result in greater access to money for the business.

Advantages

e Greater range of expertise and
ideas amongst numerous partners.

e The financial and legal risks are
shared between partners.

e Owners can share the workload
and take time off as there are
multiple people that can manage
the business.

e Easy and simple to register
and set up.

e TFewer reporting requirements and
minimal government regulation.

e Greater access to finances as there
are more people involved.

e Minimal startup costs.

REAL WORLD EXAMPLE

Image: ChameleonsEye/Shutterstock.com

Figure 2 Ben & Jerry's started as a

partnership business structure
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Control and decision-making is shared between the partners.

Disadvantages

Partnership

Unlimited liability means that the
partners’ personal assets are at

risk, as they can be seized to pay off
business debts.

Conflicts could arise due to shared
decision-making and personality
clashes amongst partners.

If one partner leaves, it could be
time consuming to restructure the
partnership.

Profit needs to be shared between
the partners.

Liability for debts incurred by
other partners is held by all of
the partners.

Ben & Jerry's is a successful business that sells ice
cream, frozen yogurt, and sorbet in over 35 countries
around the world. Although Ben & Jerry's is now

a public listed company, the business began as a
partnership. The business was started in 1978 by two
childhood friends, Ben Cohen and Jerry Greenfield,
who sold ice cream out of a renovated gas station.

Adapted from Ben & Jerry's, About Us’, 2022
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Private limited company 1223

A private limited company is an incorporated business structure that has at least one director
and a maximum of 50 shareholders. The shareholders need to be specifically selected and
approved by the board of directors. Owners are referred to as shareholders, as they own shares

in the business. Shareholders expect a return on their original investment by receiving dividends,
which are a portion of the business’s profits, as well as the value of their shares to increase over
time. However, prior to shareholders receiving a return on their shares, the company’s profits

are subject to company tax. Shareholders can only sell their shares to people approved by the
business. The shareholders of the company have private ownership and limited liability over the
business’s debts. This business structure is identified by the term ‘proprietary limited” (Pty Ltd),
which must be included after the business name of private limited companies.

Table 5 Factors affecting the choice of a private limited company

Factors affecting the choice | Explanation
of business structure

e Shareholders have limited liability and therefore their level
of risk is relative to their original investment in the company,
rather than their personal assets.

Risk

Resources

Level of control .

Cost

o The business can raise finances by selling shares to

shareholders.

e Greater access to expertise and knowledge as more people
are involved in business decisions.

A shareholder who owns less than 50% of the company

shares has limited influence over business decision-making.

e A shareholder who owns more than 50% of the company
shares has increased decision-making power and control.

e Itisan expensive structure to set up and operate.

Table 6 Advantages and disadvantages of a private limited company

Business

Employee

Time

Money

Advantages

e There is limited liability for
shareholders.

e There is a greater variety of
expertise and ideas as more people
are involved.

e The business’s existence is not
threatened by the removal of
one director.

¢ Since incorporated businesses
have greater access to capital,
banks are more inclined to provide
them with loans.

Disadvantages

Complex reporting requirements,
such as annual reports, need to be
published for shareholders.

It is difficult to change structure
once a company has been
established.

It is complex to establish, as the
set-up process requires more time.
Increased reporting requirements
and government regulation.

It is expensive to set up and operate
as there are higher set-up and
ongoing administration costs.

KEY DEFINITIONS

A private limited company
is an incorporated
business structure that
has at least one director
and a maximum of 50
shareholders.

ADDITIONAL TERMS

Incorporated is a
business being established
as a separate legal entity
from the owners.

Director is a personor a
group of people who are
responsible and in charge
of a company.
Shareholders are the
individuals who have
purchased shares of a
company and therefore
are part-owners of the
company.

Dividends are regular
sums of money paid out
to shareholders from a
company's profit.
Company tax is the
portion of profits a
company pays to the
government for public
services.

Limited liability is when
shareholders are only
liable to the extent of
their original investment,
meaning they are not
personally responsible for
the business debts.

Capital is the resources
that can be used for
funding a business, such
as cash, machinery, and
equipment.

2B TYPES OF BUSINESSES
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REAL WORLD EXAMPLE

Private limited company

Linfox is an Australian transport, logistics, and supply
chain business founded in 1956. Today, Linfox is Asia
Pacific's largest privately-owned logistics company,
involving more than 24,000 people across Australia,
New Zealand, and Southeast Asia. Linfox has grown
to service nine countries and works with some of
the world's largest and most successful businesses,
delivering food, resources, and medicine. Linfox has
an extensive network of warehouses and distribution
centres, and values technology and efficient systems
to conduct high-quality and safe operations.

Image: nitinut380/Shutterstock.com

Figure 3 Linfox is the largest privately-owned

logistics company in the Asia Pacific Adapted from Linfox, ‘About Linfox’, 2022

Public listed company 1224

A public listed company is an incorporated business that has an unlimited number of
shareholders and lists and sells its shares on the ASX. A public listed company requires a
minimum of one shareholder and three directors to operate the business. A public listed
company is managed by a board of directors. All public listed companies have ‘limited” (Ltd)
after their business name, which represents the limited liability of its owners. A public listed
company is listed on the Australian Securities Exchange (ASX) and any member of the
general public can freely buy and sell its shares. Due to the high level of government regulation
of these businesses, public listed companies are required to share their financial reports to the
public and pay company tax.

KEY DEFINITIONS

A public listed company
is an incorporated
business that has an
unlimited number of
shareholders and lists and
sells its shares on the ASX.

ADDITIONAL TERMS
Table 7 Factors affecting the choice of a public listed company

Factors affecting the choice | Explanation
of business structure

Australian Securities
Exchange (ASX) isthe
electronic market where
Australian public company

shares are bought and sold. Risk . Sha.reh.olders .have 11m1.ted l}aplllty and theref.ore, their level
of risk is relative to their original investment in the company,
rather than their personal assets.
Resources e There is greater access to more expertise and ideas as more

people with varied knowledge are involved in the business.
e TFinances can be obtained by selling more shares to the public.

Level of control e Due to the large number of shareholders, shareholders are
legally restricted from making general business decisions.
e The directors of the company have a high level of control

and decision-making power.

Cost .

e Expensive to maintain and comply with all legal regulations
and requirements.

Expensive business structure to establish and operate.

Table 8 Advantages and disadvantages of a public listed company

Advantages Disadvantages

Business e Shareholders have limited liability. e Conflicts could arise through
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e There is greater access to

Employee _

expertise and ideas as more people
are involved.

No permission is needed to trade
and sell shares.

The life of the company can live
longer than the directors.

shared decision-making
between directors.

There are complex reporting
requirements, such as annual
financial reports, that need to be
published to the public.

Continues »
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Table 8 Continued
Advantages Disadvantages

Time - e Greater time taken to set up as it is
a complex business structure.
e Producing annual financial reports
can be a time-consuming process.

Money e Greater access to capital as any e Itisexpensive to set up and operate.
member of the public can
purchase shares.

REAL WORLD EXAMPLE

Public listed company

Woolworths Group Ltd is a public listed company
that owns Woolworths supermarkets, Big W, and

Everyday Rewards. In 2021, Woolworths Group's net W001W0ﬂh5 ;
profit after tax was $1.97 billion and shareholders
received a final dividend of 55 cents per share. The
Woolworths Group has over 350,000 shareholders
and there are currently nine directors on the board.

Image: ArliftAtoz2205/Shutterstock.com

Figure 4 Woolworths Group Ltd is a public
Adapted from Woolworths Group, ‘2021 Annual Report’, 2021 company that is listed on the ASX

Social enterprise 1225

A social enterprise is a type of business that aims to fulfil a community or environmental need
by selling goods or services. Social enterprises are not considered a legal business structure

in Australia. Instead, social enterprises are sole traders, partnerships, or private companies
that have the main objective to support social or environmental causes, such as reducing
poverty, providing employment, and reducing environmental damage. Making a profit is still a
fundamental business objective of social enterprises so that they can continue to support their
chosen social cause in the future. Unlike other businesses, social enterprises have a primary aim
of devoting the majority of their profits to addressing a social issue, rather than shareholders
and owners. To be considered a social enterprise in Victoria, a business must contribute at
least 50% of its profits towards fulfilling a social or environmental cause. A social enterprise is
different from a charity as it earns most of its revenue through sales rather than donations.

Table 9 Factors affecting the choice of a social enterprise

Factors affecting the choice | Explanation
of business structure

Risk e There is a high level of risk as social enterprises need
to find the right balance of fulfilling the social need whilst
making a profit.
o In terms of the liability of the business, this depends on the
legal structure of the social enterprise.

Resources e The government and other businesses are likely to provide
resources and financial support to the social enterprise, since
the social enterprise has a positive impact on the community.

Level of control e Control and decision-making depends on the legal structure
that the social enterprise is.

Cost o It typically is more expensive to set up and run a social
enterprise as socially responsible and ethical materials cost
more money.

e It can also be expensive to maintain as it is more challenging
to obtain a bank loan since the social enterprise doesn’t
purely focus on financial objectives.

KEY DEFINITIONS

A social enterprise is a
type of business that aims
to fulfil a community or
environmental need by
selling goods or services.

2B TYPES OF BUSINESSES
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Table 10 Advantages and disadvantages of a social enterprise
Advantages Disadvantages

Business e The community benefits from the -
business’s activities.
e The business can develop a positive
reputation as they are helping and
contributing to society.

Employee e Employees have purposeful work -
so they are more likely to be
satisfied with their job.

Time - _

Money e Likely to receive financial support e Difficult to balance the achievement
from other businesses and the of financial objectives with social
government as they have a positive objectives.
social mission. e May be difficult to obtain a bank

loan as the business does not solely
focus on financial objectives.

EXTENDED REAL WORLD EXAMPLE

Social enterprise

STREAT is a food systems social enterprise that provides
disadvantaged young people with support in developing life skills
and real world work experience. STREAT was started in 2009 by
Rebecca Scott and Kate Barrelle with the purpose of addressing
homelessness in Australia by offering training and employment
pathways in hospitality. Bec and Kate agreed that there needs
to be a holistic approach to their enterprise. When working with
disadvantaged and homeless young people, it involves justice,
mental health, or drug and alcohol issues. STREAT collaborates
with numerous groups of people to bring in resources, such as
trainers, trainees, suppliers, and supporters to help effectively
train up young people and encourage connections to be made.
Young people who begin working at STREAT complete training
courses and on-the-job training sessions at its outlets, such as
kiosks, cafes, and caterers. STREAT also provides their trainees
with individual assistance through drug, alcohol, and mental
health programs, as well as housing support.

Since starting STREAT, Bec, Kate, and their team have supported
more than 3100 young people, and have invested over 240,000
hours in individualised support services, training, and employment
pathways. As a social enterprise, STREAT reinvests 100% of its
profits into supporting and training disadvantaged young people.

In the future, the co-founders want to help the planet as well as
people. According to Bec 'caffeine is our gateway drug for social
change', and initiatives such as sourcing coffee beans sustainably,
handling waste responsibly, using renewable energy, and
minimising the packaging work towards protecting the planet.

STREAT plans to establish more long-term partnerships with
other social enterprises. Bec has contributed to the establishment
of ‘Moving Feast’, which is a collaborative project that focuses

on building a fairer, healthier, and more regenerative food system

Image source: https://www.streat.com.au/

Figure 5 STREAT is a social enterprise that helps homeless youth

for Victoria. Therefore, STREAT's young trainees will now have Questions
the choice of agriculture or hospitality programs. STREAT has 1. What social objectives does STREAT aim to solve?
a lot of potential to continue growing and helping more young 2. Who does STREAT aim to help and in what ways?

i h less.
disadvantaged and homeless 3. How is STREAT looking to grow in the future?

Adapted from Prospa, ‘Helping young people learn STREAT smarts’, 2021
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Government business enterprise 1225

A government business enterprise (GBE) is a business that is owned and operated by the
government. A GBE operates in the public sector of the economy and fulfils a specific purpose
outlined by the government. Generally, a GBE’s purpose is to cater for essential public needs
through large-scale public services, such as transport, housing, or communication. The
government holds a strong interest in the performance and financial returns of the business,
and can propose changes in strategic direction and objectives. Therefore, a GBE should ensure
they uphold all reporting requirements as it is accountable to the government and the public.

A government business
enterprise (GBE) is a
business that is owned
and operated by the
government.

Table 11 Factors affecting the choice of a government business enterprise ADDITIONAL TERMS

Public sector is the
Factors affecting the choice | Explanation part of the economy
of business structure that is operated by the

Risk e There is limited risk as the government owns and designates government.
the business, hence the GBE should have the capabilities
to ensure that it is successful.

Resources e Asthe government appoints GBEs, there should be access
to enough resources for it to function sufficiently.

Level of control e High level of government regulations and reporting.
e The government has strong interests in the financial
performance of GBEs and has a lot of control in proposing
changes in strategic direction.

Cost ¢ Expensive to maintain and comply with all legal requirements
and regulations set by the government.
e TItisless expensive to set up as the government can be relied
upon for the initial financial investment.

Table 12 Advantages and disadvantages of a government business enterprise

Advantages Disadvantages
Business e Delivers goods and services that e Governments and politicians can
help the community and the interfere and change the strategic
community’s needs. direction of the business.

¢ Provides healthy competition to the
private sector.

e GBEs can operate with some
independence from the government.

e GBEs provide services that the
private sector would hesitate
to invest in.

Employee _ _

Time - e GBEs have to follow significant
‘red tape’, which refers to excessive
rules and formalities, compromising
how quickly GBEs can do things.

e Productivity may be lower than
private sector businesses as there
tends to be a lack of accountability
in the public sector.

Money e GBEs can rely on the government -
for the initial investment.
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REAL WORLD EXAMPLE

Government business enterprise

Australia Post is a government business enterprise with the purpose of providing Australia with

a high-quality and efficient national postal service. Although Australia Post is part of the public sector

and is solely owned by the Australian government, it receives no government funding. It is self-funded
| from the profits that are generated from its postal service operations. In 2021, Australia Post reported

Image: ymgerman/Shutterstock.com a profit of $100.7 million. The profits are either distributed to the Australian government, or reinvested

Figure 6 Australia Postisa GBE back into the business.

with the purpose of providing
Australia with postal services Adapted from Australia Post, ‘Annual Report 2021, 2021

ACTIVITY

Types of businesses

Have a think about your favourite businesses. What types of businesses are they? Fill in the table with examples of businesses that are
the different types. Feel free to do some research online to explore different businesses as well.

Business type Examples

Sole trader

Partnership

Private limited company

Public listed company

Social enterprise

Government business enterprise

Theory summary

The different types of businesses have their own characteristics, as well as, advantages and disadvantages. A business owner
can decide whether they want to be a sole trader, partnership, private or public company, or a social enterprise. However,
the government decides whether a business can be a GBE.

¢ Asole trader is an individual owner of a business.

e A partnership is an unincorporated business with between two to 20 owners.

e Private limited companies are incorporated businesses with up to 50 shareholders.

¢ Public listed companies are incorporated businesses that have an unlimited number of shareholders.

e Social enterprises are a type of business that aims to fulfil a social or environmental need through selling products.

¢ GBEs are businesses owned and operated by the government.

Table 13 The characteristics of different types of businesses

Sole Trader Partnership Private limited | Public listed Social Government

company company enterprise business
enterprise

Cost of Low Medium High Differs on N/A
set-up the social

enterprise being

a sole trader,
partnership, or

private limited

company
Government [¥a Low Medium High - High
regulation
Raising Owner Owners Owners, loans, Owners, loans, - Self-funded
funds il loming gl ogins and selling and selling
shares to private  shares to public
investors investors

Continues »
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Table 13 Continued

Sole Trader

Theory summary - Continued

Partnership

Private limited

company

Public listed
company

Social
enterprise

Government
business
enterprise

Ownership Owner Multiple Shareholders Shareholders - Government
partners
De - Owner Multiple Board Board - Board
making partners of directors of directors of directors
Tax on Personal Personal Company Company - N/A
profits income tax income tax and personal and personal
income tax income tax
Owner retains  Splitbetween  Shared between Shared between  Reinvested in Reinvested
all profits partners all shareholders all shareholders  business or into business
donated to other  or distributed
organisations to the
government
/
2B Questions
Theory review
Question 1 Question 5

All businesses are considered companies.
A. True
B. False

Question 2

Companies are an unincorporated business structure.
A. True

B. False

Question 3

Both private limited and public listed companies can sell their

shares on the ASX.
A. True
B. False

Question 4

Fill in the blanks with the following terms:
® sole trader

® company

A has minimal set-up costs, whereas a
is expensive to establish.

The owner of a sole trader has a higher level of control over their
business compared to shareholders of a public listed company.

A. True
B. False

Question 6

There is a limited pool of skills and expertise available when
using a sole trader structure.

A. True
B. False
Question 7

Social enterprises have the main objective of making a profit,
which is then devoted to shareholders and owners.

A. True
B. False

Question 8

Government business enterprises do not need to make a profit
because the government provides the resources and funding for
its operations.

A. True
B. False
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Question 9 Question 10

Both social enterprises and government business enterprises are A variety of factors should be considered before deciding what
owned by shareholders. type of business to establish.

A. True A. True

B. False B. False

Preparing for exams

Case study skills

Use the following information to answer Questions 11 and 12.

Aadya, Alora, and Anisha are best friends who are thinking about establishing a dog walking business in

their local neighbourhood. They all want to be equally involved in the business and share the dog walking
responsibilities and profits between them. However, the girls have limited finance to start the business and are
wanting to save money whenever possible.

Question 11

Identify which of the following is a correct statement about the business Aadya, Alora, and Anisha are thinking
of establishing.

A. A partnership business structure would suit their business best as there are low set-up costs and
responsibilities can be shared.

B. A sole trader structure would suit their business best as Anisha wants to independently own and operate
the business.

Question 12

Identify which of the following are advantages of implementing Aadya, Alora, and Anisha’s chosen business
type. (Select all that apply)

. Conflict could arise between the best friends through the shared decision-making required.
Il.  Aadya, Alora, and Anisha can fulfil the social need of walking dogs from shelters.
Ill. Aadya, Alora, and Anisha can share the workload.

IV. Itisinexpensive and simple to set up their business as a partnership.

Use the following information to answer Questions 13 and 14.

Sabrina is the founder of Stylz Pty Ltd, a popular hairstyling business located in many cities throughout
Australia. Due to the recent expansion of her business, she has incorporated her business and raised finance
from 10 new shareholders who have been approved by the board.

Question 13
Identify which of the following is a correct statement about Stylz Pty Ltd.
A. Stylz Pty Ltd is a public listed company as it is incorporated and has shareholders from the general public.

B. Stylz Pty Ltd is a private limited company as it is incorporated and has 10 shareholders who were approved
by the board.

Question 14

Identify which of the following are advantages or disadvantages of Stylz Pty Ltd's type of business structure.

Advantage Disadvantage

. The 10 shareholders of Stylz Pty Ltd have limited liability. | O

Il.  The structure is complex and expensive for Sabrina to set up.

involved in Stylz Pty Ltd.

IV. Stylz Pty Ltd would need to complete more complex reporting
requirements.

O O
Ill. There is a greater variety of expertise and ideas as more people are O |
O O
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Exam-style

Question 15 (1 MARK)

Define the term 'government business enterprise’.

Question 16 (2 MARKS)

Outline two features of a sole trader.

Question 17 (2 MARKS)

Outline two factors that should be considered before choosing a social enterprise as a business type.

Question 18 (2 MARKS)

Explain one factor that a business should consider before choosing a public listed company structure.

Question 19 (3 MARKS)

Aadya, Alora, and Anisha are best friends who are thinking about establishing a dog walking business in

their local neighbourhood. They all want to be equally involved in the business and share the dog walking
responsibilities and profits between them. However, the girls have limited finance to start the business and are
wanting to save money whenever possible.

Propose and justify a business structure that would be most appropriate for Aadya, Alora, and
Anisha's business.

Question 20 (5 MARKS)

Sabrina is the founder of Stylz Pty Ltd, a popular hairstyling business located in many cities throughout
Australia. Due to the recent expansion of her business, she has incorporated her business and raised finance
from 10 new shareholders who have been approved by the board.

Identify and discuss Stylz's Pty Ltd's type of business structure.

Testing previous knowledge

Question 21 (1 MARK)

Define the term ‘internal environment’.
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zc Types of business models

many different types of

businesses that operate o types of business models such as online business, direct-to-consumer business, bricks-and-

in various ways. When mortar business, franchise, importer and exporter

starting a business,

choosing an appropriate 2A 2B 2C 2D 2E 2F 2G 2H 2| 2)

business model is an ) >

important decision for |

business owners, as it can |
determine the success of [ 1.2.31 gy 1:2.3.2 gy 1.2.3.3 1234 1.2.3.5 1.2.3.6

. Online Direct-to- Bricks-and- Franchise Importer Exporter
the business. .
business consumer mortar
business business

DE Lesson introduction

In the early stages of planning, a business owner needs to consider and choose the type
- of business model they want their business to have. A business model outlines a business’s
@ plan of how it will function and make a profit. There are many types of business models that
a business can adopt, such as an online business, direct-to-consumer business, bricks-and-

mortar business, franchise, importer, or exporter.

Online business 1.2

An online business is a business model where goods and services are traded via the internet.
KEY DEFINITIONS . . . .
Nowadays, in the technologically-advanced world, most businesses have some form of online
A business model is a presence to promote their products and reach a wider audience.
plan that identifies how There are several different models of online businesses, which can be distinguished based

the business will operate

on many different functions.
to make a profit.

An online business is a Table 1 Different types of online business models

business model where . —r .

goods and services are Typ-e of online Description Business example

traded via the internet. business model

Advertising model  Customers typically have free Facebook earns revenue from

access to a business’s website different businesses that pay to have
as revenue is obtained through their advertisements on Facebook’s
advertising. Other businesses pay mobile application and website that
for promotional space on this users can easily click on.

business’s website to promote their

products and attract customers. f b k
daCeéDOoOoK.

Image: rvisoft/Shutterstock.com

Brokerage model Buyers and sellers are brought eBay is an online marketplace
together to exchange products that sells a variety of products
online. Money is earned by charging  from many different people and
sellers a fee when sales are made. businesses.

Image: rvisoft/Shutterstock.com
Continues »
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Table 1 Continued

Type of online

Description
business model

Business example

Direct-to- The business makes direct sales
consumer or to consumers via the internet.
merchant model

Subscription Businesses regularly charge
model customers a fee in order to log into

and use the website or application.

Cotton On has an online website
that allows customers to purchase
goods directly through its website.

Image: Tang Yan Song/Shutterstock.com

Netflix requires consumers to pay
a monthly subscription to access its
streaming service.

NETFLIX

Image: r.classen/Shutterstock.com

Table 2 Advantages and disadvantages of an online business model

Advantages

Business e Customers can order products o
at any time as the business is
open 24/7.

e Businesses are able to develop a .
wider customer base as the internet
provides a global market reach.

e There is greater customer
convenience as they are able to o
purchase products online from
wherever they are located.

Employee = _

Time e Online websites can be set up o
quickly in comparison to other
business models, and less time

is devoted to daily operations.

Money e Operating online is less expensive o
than having a physical store
presence as business owners avoid

costs such as rent.

REAL WORLD EXAMPLE

Online business

eBay is an American multinational company that
operates as an online marketplace where a variety

of different products can be exchanged between
various people and businesses. eBay operates as a
brokerage model, so it makes money by charging its
sellers a fee when sales are made. eBay charges a fee
of up to 14.35% of the final product value and $0.30
per order. For each seller, the first 200 listings each
month are free. Sellers can simply list their product by
including a picture, product title, product description,
and product specifics, and eBay often provides a price
recommendation based on similar, recently sold items.

Disadvantages

Customers cannot touch, try, or feel
a product so they may be reluctant
to purchase it.

It is difficult to offer customer
service online, so strong customer
relationships may be hard

to develop.

Customers are exposed to a higher
risk of theft due to the possibility of
online security breaches occurring.
Online security issues may have the
potential to negatively impact

a business’s reputation.

Time is needed to train employees
to fulfil online orders and use other
features of the website, such as the
customer chat box.

Development and maintenance of
the website software can be costly.

|

Image: Natee Meepian/Shutterstock.com

Adapted from eBay, ‘Business Selling on eBay’, 2022

Figure1 eBay is an online business that
utilises the brokerage model
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KEY DEFINITIONS

A direct-to-consumer
business is a business
model where the business's
products are sold directly
to consumers with no
intermediaries involved.

ADDITIONAL TERMS

Intermediaries

are individuals or
businesses that serve to
transfer a product in a
distribution channel from
a manufacturer to the
end consumer.

A distribution channel

is a chain of intermediary

businesses through which
products travel through to
reach the end consumer.

Direct-to-consumer business 1.2:.

A direct-to-consumer business is a business model where the business’s products are sold
directly to consumers with no intermediaries involved. Intermediaries could include a retailer,
wholesaler, or market platforms such as Amazon. Hence, direct-to-consumer businesses have
direct distribution channels. For example, if a customer buys a brand new Apple iPhone from
the Apple website or Apple retail store, this would be considered a direct-to-consumer model.
However, if the customer were to buy the brand new Apple iPhone from JB Hi-Fi, this would
not be a direct-to-consumer transaction since Apple would have had to sell the iPhone to JB
Hi-Fi first, and then JB Hi-Fi would sell to the customer, therefore acting as an intermediary.

Table 3 Advantages and disadvantages of a direct-to-consumer business model
Advantages Disadvantages

Business o There is greater customer e There could be difficulty in growing

LESSON LINK

Intermediaries will be
covered in further detail
in 5G The 7Ps model of
marketing: Part 1.

convenience as they are able to buy
and receive their products directly
from the manufacturer.

e There is direct control over the
brand presence and advertising
since the business uses its own
channels to sell its products.

e More reliable sales data and
customer information can be
obtained for the business to use,
therefore a better connection and
understanding of the customer base
can be formed.

the business since intermediaries,
such as retailers and wholesalers
are not used.

There could be a high level of
competition as it is relatively easy
to set up a direct-to-consumer
business as it uses a direct
distribution channel.

The business may not be able to
reach as many customers as it is not
selling through intermediaries that
can provide more promotion and
reach customers.

KEY DEFINITIONS

A bricks-and-mortar
business is a business
model that has a physical
store presence.

ADDITIONAL TERMS

Clicks-and-mortar is a
type of business model
that has a physical store
presence as well as an
online existence.

84 CHAPTER 2: INTERNAL ENVIRONMENT

Employee = _
Time e A direct-to-consumer business -
model can save time as additional
sales to intermediaries are not made.
Money e Obtain higher profit margins -

because the costs associated
with selling to intermediaries are
not incurred.

REAL WORLD EXAMPLE

Direct-to-consumer business

Founded in 2015, Koala is an Australian direct-
to-consumer furniture company with a focus on
sustainable and ethical business practices. Koala has no
physical store locations and instead is a purely online
business that sells its lifestyle products directly to
consumers, without the use of intermediate businesses.
Koala offers many appealing deals for customers, such
as having a 120-night free trial policy and the option

of delivery within four hours. Koala prides itself on
offering an unbeatable customer experience.

Adapted from Mayple, How Koala went from $0 to $13M in 12
months with email marketing & site optimization’, 2022 and Koala,
‘Furniture that works for you and our planet’, 2022

Figure 2 Koala uses a direct-to-consumer
business model for selling its furniture

Bricks-and-mortar business 1233

A bricks-and-mortar business is a business model that has a physical store presence. A bricks-
and-mortar store could have different types of locations, for example, inside a shopping centre
or on a shopping strip. Customers can experience face-to-face customer service and assistance
in-store, allowing for greater interaction between a business and its consumers. Bricks-and-
mortar businesses often have an accompanying online website due to the increasing popularity
of technology. Combining the bricks-and-mortar and online business model is referred to as a
clicks-and-mortar model.
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Table 4 Advantages and disadvantages of a bricks-and-mortar business model

Advantages Disadvantages

Business e Customers can see, feel, and test e Customers must physically
products before purchase. access the store which may be

e Products can be displayed and difficult if they are busy or are
promoted in the front windows located far away.
of the store to attract customers. e Customers may require access

e Customers and employees can have to car parking.
face-to-face interactions, allowing e Businesses must comply with local
strong customer relationships government regulations, such as
to be built. footpath signs.

e Brand recognition can be e Customers may find it inconvenient
established through signage and if they experience crowded stores
logos, even when the business or long queues.
is closed.

Employee e More employees may be e In busy periods, employees may
required for this business model, feel stressed and overwhelmed
therefore, increasing employment by the volume of customers within
opportunities and opportunities for the store.

career advancement.

Time = e Time is required to train employees
who work in the store.

e Itis time consuming to establish a
physical location as time is required
to find, renovate (if needed), and fit
out the store, and then the ongoing
maintenance of the store.

Money e Customers can obtain instant e Far more expensive to establish and
gratification and reward from the operate as costs, such as rent, need
purchase of the product, therefore to be paid.

encouraging impulse buying and
boosting business sales.

REAL WORLD EXAMPLE

Bricks-and-mortar business

Mecca is a makeup and skincare company that has
more than 100 bricks-and-mortar stores in shopping
centres and shopping strips across Australia and New
Zealand. Customers can go inside the store to touch
and test cosmetic products before making a purchase.
Mecca stores also offer tailored face-to-face customer
service so customers can seek professional advice
before their purchase. Mecca has also built a strong
online presence where customers can learn about the
brand and purchase products via its website.

Image: haireena/Shutterstock.com

Figure 3 Mecca has bricks-and-mortar
Adapted from Mecca, ‘About Us’, n.d. and Inside Retail, ‘Mecca opens stores in many locations across Australia and
largest New Zealand store yet’, 2021 New Zealand

Franchise 1234

A franchise is a business model that grants another person the right to operate under its name,
use its business systems, and sell its goods and services. A franchise licenses its branding,
products, and business processes to franchisees. The franchisee typically pays the franchisor
an upfront fee for the business’s licensing, as well as regular promotional fees and a percentage
of the revenue each month. A franchise agreement sets out all of the conditions and
responsibilities of the franchisee and franchisor to ensure the rights are clear for both parties.

KEY DEFINITIONS

A franchise is a business
model that grants another
person the right to operate
under its name, use its
business systems, and sell
its goods and services.

ADDITIONAL TERMS

A franchisee is an
individual outside of the
business who has bought
the rights to operate under
the name of an existing
business and sell its goods
and services.

A franchisor is the owner
of the original business
idea who permits another
individual to use its name
and sell its products

for a fee.

A franchise agreement
states the obligations
and responsibilities of
the distribution of the
business name and
products.
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Figure 4 A franchisor sells the rights to use the franchise's business name and distribute its products to a franchisee

Table 5 Advantages and disadvantages of a franchise business model

Advantages Disadvantages

Business e Support and advice can be provided e The franchisee has limited

by the franchisor as they want the
business to succeed.

e The business may have already
established a good reputation with
strong customer loyalty.

e Reduced risk of business failure as

decision-making power and
independence as the franchisor has
the most control over the business.
Reputation of the brand may be
negatively impacted by the poor
performance of other stores.

operations systems and reputation
are already established.

Employee = =

Time o There are established systems e Training staff to understand the
and processes in place so the time franchise’s standards could be time
needed to establish these is reduced. consuming.

Money e Sales are likely to be high as there e There is a high cost associated
is already customer awareness with purchasing a franchise as

of the brand. the established systems and brand
identity is included in the cost.

e Tranchisees must regularly pay
a percentage of the profits to the

franchisor.

REAL WORLD EXAMPLE
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Franchise

Boost Juice is an Australian juice and smoothie bar
franchise. Individuals who are interested in buying

a franchise could consider a Boost Juice franchise,
particularly if they are interested in healthy food

and drinks and share the company's vision. A Boost
Juice store costs between $220,000 to $350,000 to
establish, which includes the costs of the franchise
rights, store design, equipment, and training for

the franchisee.

Image: shawnwil23/Shutterstock.com

Figure 5 Boost Juice has adopted a franchise

business model Adapted from Boost Juice, ‘Franchising’, 2022

ACTIVITY

Franchise

Research the history and growth of one of the following franchises:
e McDonald's .
e Boost Juice .
e Bakers Delight

Jim's Mowing
Chemist Warehouse

Write a business research report that answers the following questions, and includes any other
details that you would like to add:

1. How was the idea for the franchise created?
2. Who founded the franchise? When was it founded? Where was it founded?
3. What goods or services does the franchise sell?

4. How much has the franchise grown since its initial establishment?

IRONMENT
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Importer 1235

An importer purchases goods and services from overseas and sells them in its home country.
Due to globalisation, an importer business model is becoming increasingly popular. Some
examples of products that Australian businesses import include clothing, vehicles, and
technology. The importer must ensure products meet local laws regarding safety and quality,
and must consider the costs associated with shipping products from overseas.

Table 6 Advantages and disadvantages of an importer business model

Advantages Disadvantages
Business e Provides access to products and e May be difficult to deal with
resources that an owner’s home different systems and regulations
country does not have or produce. in various countries.

e Some resources are seasonal, e Importing products can reduce local
meaning a business can import employment opportunities, which
from overseas when they are not can harm a business’s reputation.
available in the home country. e Lack of reliability in supply chains

can mean customers are unable
to purchase a business’s products,
reflecting poorly on the business.

Employee - e Jobs may be lost if the need for
domestic producers is reduced.

Time = e There are long waiting times
when importing products from
another country.

Money e A business may be able to access e May be subject to import tariffs.
cheaper prices as overseas e Increased delivery costs as
regulations, such as minimum products travel a further distance.

wages, are different.

REAL WORLD EXAMPLE

Importer

Toyota Motor Corporation is a Japanese automotive manufacturer that produces over 10 million
vehicles per year. As Toyota Australia does not manufacture cars, it relies heavily upon imports from
other countries. Toyota Australia is an importer, as it brings in vehicles from manufacturing countries,
such as Thailand and the USA, to sell in Australia. Toyota Australia is therefore able to supply a wide
range of cars that are not otherwise available in Australia.

Adapted from Wikipedia, ‘Toyota’, 2022 and AusTrade, ‘Export markets - Thailand’, 2022

Exporter 1236

An exporter produces goods and services in its home country and sells them to overseas buyers.

Similar to the importer model, globalisation has increased the popularity of the exporter business

model. Some examples of products that Australian businesses export include iron ore, coal, gold,
and education. The exporter must be aware of the various overseas markets and whether the
product needs to be adjusted to suit different consumer needs.

Table 7 Advantages and disadvantages of an exporter business model

Advantages Disadvantages
Business e Access to overseas customer bases e Non-renewable natural resources
can increase sales. are often sold which may be
e The growth of Australian industries harmful to the environment.
is promoted as there is increased e It may be difficult to understand
demand for products or inputs and accommodate different
produced by Australian businesses. overseas cultures and laws.

Employee - -

Continues »

KEY DEFINITIONS

An importer purchases
goods and services from
overseas and sells them in
its home country.

An exporter produces
goods and services in its
home country and sells
them to overseas buyers.

ADDITIONAL TERMS

A tariff is a tax that needs

to be paid on goods being
imported from overseas.

Image: Boykov/Shutterstock.com

Figure 6 Toyota Australia
imports vehicles from overseas

2C TYPES OF BUSINESS MODELS
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WANT TO KNOW MORE?

In 2020, even in the
midst of the pandemic,
education was Australia’s
fourth largest export,

and Victoria's largest.
Australia is highly
reputable for its education
system, with some of

the best universities in
the world. Exports of
education services can be
delivered abroad, over the
internet, or by Australian
professionals travelling
overseas. It can also be
provided within Australia
as foreign students travel
to the country with the
purpose of studying.
Education is considered
an export because
education is provided

in Australia but sold
internationally, therefore
generating income for the
Australian economy.

Adapted from The Sydney
Morning Herald, ‘Foreign students
are our fourth largest export,

even with the pandemic’, 2021
and RBA, ‘Australia’s Exports of
Education Services’, 2008

J

Money .

Table 7 Continued

Advantages

Time _

Image: Red ivory/Shutterstock.com

Overseas customers may be willing
to pay more for products they
do not produce.

REAL WORLD EXAMPLE

Disadvantages

e There are higher transportation
costs to sell overseas rather than
domestically.

Exporter

Fortescue Metals Group Ltd is an Australian mining
company and is one of the world's largest producers
of iron ore. Fortescue exports over 180 million
tonnes of iron ore per year to countries across the
world. Fortescue is the core supplier of seaborne iron
ore to China, and is now in the Japanese and South
Korean markets.

Figure 7 Iron ore is exported overseas

from Australia

ACTIVITY

Types of business models

Adapted from Fortescue Metals Group Ltd, ‘About Fortescue’, 2022

In pairs, answer the following questions about business models:

1. Can you think of a business that utilises more than one business model? What business models

does it use?

2. Brainstorm or research online one business example for each of the business models we have

mentioned in this lesson.

3. Create a visual diagram and compare the key features of the online business example you have
chosen to the bricks-and-mortar business example you have chosen.

Theory summary

A business model provides a plan and outline of how a business will operate to generate revenue. Businesses can take on
more than one model but should carefully consider the benefits and limitations of each model. Business owners should
choose a business model that suits the business’s needs and optimises success. Types of business models include:

¢ online businesses that trade products via the internet.

o direct-to-consumer businesses that sell products directly to consumers.
¢ Dbricks-and-mortar businesses that have a physical storefront.

e franchises that give franchisees permission to operate under another business’s name, use its business systems,

and sell its products.

e importers that buy products from overseas and sell them in their home country.

 exporters that produce products in their home country and sell them to buyers overseas.

2C Questions

Theory review

Question 1

A business model outlines a business'’s plan of how it will
function and make a profit.

A. True
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False

Question 2

An online business provides greater convenience to customers
as they can purchase goods from wherever they are located,

at any time.

A. True

B. False
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Question 3

Fill in the blanks with the following terms:
® bricks-and-mortar

e online

The business model has strong face-to-face
customer interaction, whereas the business model
has minimal face-to-face customer interaction.

Question 4

Most bricks-and-mortar businesses will also have an online
presence due to the increasing popularity and influence
of technology.

A. True
B. False

Question 5
A direct-to-consumer business model is when:

A. the producer sells its products to a retailer, who then sells
the products to consumers.

B. the producer sells the products directly to consumers.

Preparing for exams

Question 6

Fill in the blanks with the following terms:
e franchisor

e franchisee

The pays the an upfront fee for the
business's license, as well as regular promotional fees, and
a percentage of the revenue each month.

Question 7

Fill in the blanks with the following terms:

® importer
® exporter
An obtains products from overseas to sell in its

home country, whereas an sells domestic products

to overseas buyers.

Question 8

Businesses can only have one type of business model.
A. True

B. False

Case study skills

Question 9

Dominic owns Shaver Supply, a subscription-based business that delivers razors and other personal grooming

products to customers by mail on a monthly basis for a monthly fee. Customers can also shop anytime and

from anywhere on Shaver Supply's website. The website was developed by Dominic using his coding and

design skills, however, he employs people to fulfil online orders.

Identify which of the following are advantages or disadvantages of Shaver Supply’s online business model.

. More time is needed to train employees to fulfil online orders.

Il.  Operating online is typically less expensive than having a physical
store presence as Dominic does not need to pay rent for a storefront.

Il.  Customers cannot touch, try, or feel Shaver Supply’s grooming
products, hence they may be more reluctant to purchase them.

IV. Customers can experience greater convenience as they can purchase

Shaver Supply's products at any time and from anywhere.

Use the following information to answer Questions 10 and 11.

Advantage Disadvantage
O O
O O
l Il
l Il

Yusuf's Butcher sells gourmet meats and has been located on a busy shopping strip for over 50 years. Yusuf
continues to run it in a traditional way where he can interact with customers and enjoy a chat with the locals.

Question 10

Identify which of the following is a correct statement about Yusuf's Butcher.

A. Yusuf's Butcher operates as a franchise as there are many franchisees around Australia that Yusuf has

licensed to.

B. VYusuf's Butcher operates as a bricks-and-mortar business model because Yusef has a physical store

located on a shopping strip.
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Question 11

Identify which of the following are advantages or disadvantages of Yusuf's Butcher's business model.

Advantage Disadvantage

. Yusuf's Butcher can display and promote its meats at the front of the | |
store to attract customers.

Il.  Yusufis able to interact with customers face-to-face to boost strong
relationships.

O O
II.  Yusuf would need to pay for costs associated with rent and O O
store features.

O O

IV. Yusuf's Butcher's customers may find it inconvenient to go into the
store if there are long queues and crowding.

Exam-style

Question 12 (1 MARK)

Define the term ‘franchise’.

Question 13 (1 MARK)

Define the term ‘importer’.

Question 14 (2 MARKS)

Outline one advantage and one disadvantage of an exporter business model.

Question 15 (2 MARKS)

Outline one advantage and one disadvantage of the direct-to-consumer business model.

Question 16 (5 MARKS)

Dominic owns Shaver Supply, a subscription-based business that delivers razors and other personal grooming
products to customers by mail on a monthly basis for a monthly fee. Customers can also shop anytime and
from anywhere on Shaver Supply’s website. The website was developed by Dominic using his coding and
design skills, however, he employs people to fulfil online orders.

Evaluate Shaver Supply's online business model.

Question 17 (5 MARKS)

Yusuf's Butcher sells gourmet meats and has been located on a busy shopping strip for over 50 years. Yusuf
continues to run it in a traditional way where he can interact with customers and enjoy a chat with the locals.

Identify and discuss Yusuf's Butcher's business model.

Testing previous knowledge

Question 18 (3 MARKS)
Ying is a franchisee of Goodness Greens Pty Ltd, a healthy food chain with many stores located around Australia.

Identify Goodness Greens Pty Ltd's type of business structure and outline two advantages of its franchise
business model.
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2 D Purchasing vs establishing a business

STUDY DESIGN DOT POINT Acqun‘lng abusiness ({an be
different for every business

e costs and benefits of purchasing an existing business compared with establishing a new business owner. Some may choose
to purchase an existing
2A 2B 2C 2D 2E 2F 2G 2H 2l 2) business, while some may

G ) ) choose to establish a new
one. Is purchasing an already
established business the

1.2.4.1 1.2.4.2

best choice? Is starting a
completely new business
better? Or do both methods
have their own benefits

and costs?

Lesson introduction

Before becoming a business owner, individuals must decide between purchasing an existing T
business or establishing a new business. Both methods require different planning and preparation
approaches, thus, there are advantages and disadvantages for each.

Purchasing an Establishing a
existing business new business

Purchasing an
existing business

Establishing a
' new business
o

Figure1 Business owners must choose between purchasing an existing business or establishing a new business

Purchasing an existing business 1.2.4:

Purchasing an existing business involves buying a business that is already set up and operating.

When buying an established business, the buyer will also obtain the premises, equipment, existing ADDITIONAL TERMS

stock, employees, customer accounts, and goodwill of the established business. It is crucial for Stock is the goods stored

a potential buyer to evaluate a business’s likelihood of future success before purchasing it. on the business's premises
that are available for
distribution or sale.

The business Goodwill is the calculated

has failed in the The business e of
past so there is seems viable. morjetar}/ valueora
It is a family a desire to make ESTABLISHED BUSINESS business’s established
business. it succeed. reputation.
I I I I I I I I Itis an old
workplace so
It is a franchise the individual LESSON LINK
with an established has background

reputation and experience and Franchises were
customer base. understands the introduced in 2C Types

- business. of business models.

Figure 2 Reasons why anindividual may choose to purchase an existing business
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Table 1 Advantages and disadvantages of purchasing an existing business

Advantages

Business .

Employee o

Time .

Money .

The business may already have

a strong reputation with loyal
customers.

The original business owner and
existing employees can provide
valuable advice and assistance
to promote business success.

Employees are less likely to need
training since they have experience
working at the business.

Time can be saved as the business
processes and systems do not need
to be developed.

Stock could already be obtained and
suppliers may have been selected.

The business can generate revenue
immediately as it is already
operating.

REAL WORLD EXAMPLE

Disadvantages

e When purchasing the business, its

reputation can be difficult to judge
accurately and may be negative.
Previous business success could have
been due to the previous owner’s
personality or personal contacts,
which cannot be transferred when
the business is sold.

Employees may be resistant and
uncooperative with the change
in ownership.

Goodwill can be difficult to value,
meaning the cost of the business
may end up being overpriced.

Purchasing an existing business

Boost Juice is an Australian juice and smoothie
business. Boost Juice offers franchising

opportunities for individuals who are considering
buying an existing business. Boost looks out for
individuals who are interested in and passionate

ADDITIONAL TERMS

Customer base isa
group of consumers who
continuously purchase
goods and services from
a business.
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Image: TY Lim/Shutterstock.com
Figure 3 Individuals wanting to purchase

an existing business could consider buying a
Boost Juice franchise

about healthy food and therefore share the
company's vision. Individuals wanting to own a
Boost Juice franchise are required to go through
a multi-step application and interview process.

Adapted from Boost Juice, ‘Franchising’, 2022

Establishing a new business 124

Establishing a new business is often the best choice for individuals with innovative business
ideas that are not yet present in a market. Before starting a new business, the owner needs to
consider various factors, such as the location, business name registration, suppliers, and staff

employment, as these are yet to be established.

Table 2 Advantages and disadvantages of establishing a new business

Advantages

Business e Owners have full decision-making

control over setting up business
systems, store layout, and staff.
e The business can provide
something different that is not
currently offered in a market.

Employee _

Disadvantages

e There may be difficulty in building

a customer base as it is a new
business that people are not
familiar with.

There is greater risk, uncertainty,
and room for error as the
business is new.

Continues »
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Table 2 Continued

Advantages
Time e With full authority, business
owners can make decisions quickly.
Money e There are no goodwill costs

that need to be paid as the
business is new.

REAL WORLD EXAMPLE

Establishing a new business

Emily Hazell is the founder of Serotonin Eatery,
Exercise + Education Pty Ltd, a plant-based happiness
centre in Burnley, Melbourne. Serotonin has three
main elements; an eatery, an education platform,

and an exercise centre. Since Emily was a teenager,
she experienced her own battles with mental health.

A big part of claiming back her health was through
shaping her lifestyle and diet to improve her physical
and mental wellbeing. This passion for a healthy
lifestyle resulted in Emily establishing Serotonin Eatery,
Exercise + Education to create a community that wants

Disadvantages

It may be time consuming to find
and train new staff.

It may require a lot of time to set
up business processes and systems.

There may be greater difficulty

in securing finance as there is no
previous business reputation.
Equipment and facilities need

to be paid for as they are not
already set up.

The business may earn revenue
slowly and there is no guarantee
sales will be made immediately since
the business is completely new.

ACTIVITY

Purchasing vs
establishing a business

In a pair, have one person
choose to purchase an
existing business and the
other person choose to
establish a new business.
Take turns debating the
advantages of your chosen
way to acquire a business.
Also, in order to have a
proper debate, remember

to point out the flaws and
disadvantages of the other

Figure 4 Emily Hazell established Serotonin
Eatery, Exercise + Education to promote her
passion for a natural lifestyle

to exchange information about health and wellbeing.

Adapted from Serotonin Dealer, ‘Our Story’, 2022

Theory summary

Both purchasing an existing business and establishing a new business have their own
advantages and disadvantages. Starting a new business requires the owner to make decisions
on various factors, such as location, employees, and suppliers. However, these are already set

up when buying an existing business.

2D PURCHASING VS ESTABLISHING A BUSINESS

person’s arguments.
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2D Questions

Theory review

Question 1

There are different reasons why an individual may choose to buy
an existing business instead of starting a new business.

A. True
B. False

Question 2

One reason why an individual would choose to purchase
an existing business is that it has an established customer base.

A. True
B. False

Question 3

Purchasing an existing business does not include the stock
and equipment.

Question 6

Before starting a new business, the owner needs to consider
factors, such as: (Select all the apply)

I.  the hiring and training of employees.
Il.  the cost of goodwill.

lll. the location of the business.

Question 7

An advantage of starting a new business is that owners have full
decision-making power.

A. True
B. False
Question 8

Starting a new business is the best option for individuals with

A. True an innovative concept.
B. False A. True
B. False
Question 4
One advantage of purchasing an existing business is that Question 9

employees could be resistant to the change in ownership. Both purchasing an existing business and establishing a new

A. True business are viable options for acquiring a business.
B. False A. True

B. False
Question 5

Goodwill exists when buying an established business, but does
not exist when starting a new business.

A. True
B. False

Preparing for exams
Case study skills

Question 10

Emily is thinking about going into business. She discovers that there is an opportunity to take over one of her
previous workplaces, Chopped, a franchise that sells fresh salads. Currently, Chopped is a profitable business
and Emily believes that she could successfully take over the business.

Identify which of the following are advantages or disadvantages of Emily purchasing an existing business.

Advantage Disadvantage
. The employees may be resistant to Emily becoming the new owner. | O
Il.  The purchase of Chopped may be expensive as it is a successful (| O
franchise.
Ill. Chopped already has an established reputation, therefore it will | O
be easier to generate initial sales.
IV. Emily won't need to spend time sourcing supplies as there is already O |

stock ready for use.
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Question 11

Vishal has thought of an innovative business concept that does not currently exist in the Australian market.
Vishal plans to sell customisable mattresses and bed frames. However, he is unsure whether to purchase
an established business that is similar to his business concept or to start a new business.

Identify which of the following are advantages or disadvantages of Vishal establishing a new business.

Advantage Disadvantage

. Vishal can have full decision-making power and set up the business | |
his own way.

Il. Vishal may need to allocate a large amount of time to finding and
training staff for the new business.

l Il
Ill.  Vishal will not need to pay for goodwill. | |
O O

IV. Vishal may find it difficult to build a customer base since it is
a new business.

Exam-style

Question 12 (2 MARKS)

Outline two disadvantages of establishing a new business.

Question 13 (2 MARKS)

Other than being able to immediately generate revenue, outline two advantages of purchasing
an existing business.

Question 14 (4 MARKS)

Emily is thinking about going into business. She discovers that there is an opportunity to take over one of her
previous workplaces, Chopped, a franchise that sells fresh salads. Currently, Chopped is a profitable business
and Emily believes that she could successfully take over the business.

Discuss Emily’s plan to purchase an existing business.

Question 15 (5 MARKS)

Vishal has thought of an innovative business concept that does not currently exist in the Australian market.
Vishal plans to sell customisable mattresses and bed frames. However, he is unsure whether to purchase
an established business that is similar to his business concept or to start a new business.

Evaluate Vishal establishing a new business.

Testing previous knowledge

Question 16 (3 MARKS)

Define the term ‘online business'. Outline one advantage and one disadvantage of establishing a new,
online business.

2D PURCHASING VS ESTABLISHING A BUSINESS
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ZE Business resource needs

Resources play a
fundamental role in a
business. They can be used
to create a good or perform
a service that the business
provides to its customers.

Think about your local cafe.

What resources does it
need? What might the cafe
need to consider before
obtaining those resources?

Well actually,
We're actual resources are this
human beings, business’s most
not ‘resources’! important asset!

e
j

KEY DEFINITIONS

Resources are the
items required by a
business to produce its
goods and services.

Corporate social
responsibility (CSR)

is the ethical conduct

of a business beyond

legal obligations, and

the consideration of
social, economic, and
environmental impacts
when making

business decisions.
Natural resources are
raw materials from the
environment that are used
in the production of goods
and services.

ADDITIONAL TERMS

Quality is the degree
of excellence that
something has.
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STUDY DESIGN DOT POINT

e business resource needs (natural, labour and capital) and the factors affecting the use
of business resources

2A 2B 2C 2D 2E 2F 2G 2H 2l 2)

\J

=

Natural resources Labour resources Capital resources

Lesson introduction

In order to operate properly, businesses require various natural, labour, and capital resources.
Resources are the items required by a business to produce its goods and services. During business
planning, business owners must determine the goods that their business requires in order to
operate and function properly. Business owners should consider a variety of factors, including
quality, cost, supplier choice, the nature of resources, and corporate social responsibility (CSR).
Businesses have different resource needs which depend on the nature of their work environment
and operations.

Figure 1 Businesses require natural, labour, and capital resources in order to function properly

Natural resources 1.5

Natural resources are raw materials from the environment that are used in the production
of goods and services. Some examples of natural resources are shown in Figure 2.

Vegetables Wood Land Water Gold Qil
-
.\
T m i
Cooked food Shed Factory Water park Jewellery Gasoline

Figure 2 The transformation of natural resources to the final product
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Table 1 The factors affecting a business's use of natural resources

Factors affecting
a business’s use of
natural resources

Considerations

Explanation

Supplier considerations Cost Business owners may choose cheaper suppliers to reduce their costs

Quality and increase profit.
Location Business owners may choose suppliers with higher-quality natural
. Reliability resources to improve the value of their final product.
Business owners may choose a local supplier to reduce the time taken
- to receive natural resources.
Business owners are more likely to choose suppliers that deliver
natural resources on time and in the right quantities.

Nature of resources Perishability Business owners may order resources that have a short shelf life, such
Storage as fruit and vegetables, more frequently and in lower quantities.
requirements Some natural resources must be stored in a specific way, such as being
Security refrigerated.
requirements Some natural resources, such as gold, may need to be stored securely

Seasonal availability

to avoid theft.

Some natural resources are only available at certain times during the
year, such as seasonal fruit and vegetables.

CSR Environmental To be an environmentally-friendly business, owners may only choose
standards suppliers that operate sustainably. Therefore, owners may choose
of suppliers suppliers that aim to reduce waste.
Social standards To be a socially-responsible business, owners may only choose
. ‘ o of suppliers suppliers who treat their employees ethically and better than the
Environmental minimum legal requirements.

impact of sourcing
Location of suppliers

To be environmentally friendly, businesses may avoid using natural
resources that harm the environment. For example, businesses may

restrict the amount of gas they use due to its impact on global warming.

e Businesses may choose Australian suppliers rather than overseas
suppliers to support the nation’s economy.

Labour resources 1.2s.2

Labour resources are the people who provide the business with their skills and qualifications
to conduct business activities. Without labour resources, a business would be unable to operate.
In the absence of the people who provide and produce business products, a business would not
have the means to make sales. Labour resources need to be considered differently from other
resources, as human emotions and behaviours need to be taken into account.

Aafl &
o
B |\

Figure 3 Employees are labour resources that are essential for business operations

KEY DEFINITIONS

Labour resources are the
people who provide the
business with their skills
and qualifications to
conduct business activities.

Table 2 The factors affecting a business's use of labour resources

Factors affecting Considerations

a business’s use of

Explanation

labour resources

Cost e Wages and salaries e Business owners may choose to pay minimum salaries and wages

e Quantity to reduce costs and increase profit.

e Timing e Business owners must employ the right number of labour resources
to complete business activities without having an excess of idle
employees or be short staffed.

e Business owners must have labour resources available only when

business activities require completion to avoid unnecessary costs
associated with idle use of time.

Continues »
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Table 2 Continued

Factors affecting Considerations
a business’s use of

labour resources

Explanation

Quality e Qualifications
e Skills and knowledge
e Training

CSR e Improving

employees’ wellbeing
e Providing job security

V. ¥

Business owners should source employees who have qualifications
that match their available job positions. Some jobs, such as electrical
work, cannot legally be completed by unqualified employees.
Business owners should source employees that have skills and
knowledge that match their available job positions. Some complex
jobs require high levels of skill and knowledge to be completed well.
Businesses will need to implement training to ensure their
employees perform tasks to the business’s desired standard. For
example, a clothing store should ensure its employees are trained
in customer service.

Businesses should prioritise the wellbeing of their employees and
may choose to provide flexible working hours to promote work-
life balance.

Businesses should provide employees with job security so that they
feel financially safe and valued in their role.

Capital resources 1253

KEY DEFINITIONS

Capital resources

are man-made goods used
in the production of goods
and services.

Factories

Tools

Capital resources are man-made goods used in the production of goods and services. Capital
resources allow businesses to produce their products faster and help deliver high-quality goods
and services to customers. Some examples of capital resources are shown in Figure 4.

Equipment

Technology Machines

Figure 4 Examples of capital resources

Table 3 The factors affecting a business's use of capital resources

Factors affecting Considerations
a business’s use of

capital resources

Explanation

Supplier considerations e Cost

e Quality
®

Nature of resources ©

Capability

e Operation
requirements

e Maintenance

requirements

Environmental
sustainability

CSR .

e Social sustainability

To increase their profit, business owners may choose suppliers that
supply capital resources at a lower cost.

Business owners may choose suppliers with higher-quality capital
resources to increase the quality of their final product.

Businesses may require capital resources that are technologically
advanced and can complete tasks that are potentially dangerous
or impossible for employees to complete.

Some capital resources, such as complex machinery, require
employees to be trained to operate them correctly.

Businesses may need to continuously maintain certain capital
resources, such as applying software updates to technology.

Businesses may choose to use capital resources that reduce their
impact on the environment, such as machinery that can reduce
waste associated with human errors.

Businesses may choose to source capital resources from local
suppliers to support the nation’s economy.
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EXTENDED REAL WORLD EXAMPLE

Business resource needs

Yakult Honsha is a multinational company that is based in Japan. The company is best known for its probiotic milk beverage 'Yakult'.

At its production factory in Melbourne, different natural, labour, and capital resources are used to produce its final product, 65ml bottles

of Yakult Original and Yakult Lite.

Natural resources that Yakult uses in its production include 6.5 billion live lactobacillus casei bacteria, skim milk powder, sugar, flavouring,

and water. Yakult considers the social responsibility of its natural resources by sourcing ingredients from local suppliers to support

Australian industries and minimise the amount of pollution generated from the transportation of its supplies. The company also considers
its environmental impact through its water usage. Yakult's business model includes on-site water treatment facilities, which ensure that all

the water used in the production of Yakult products meets Melbourne's water standards.

Labour resources at Yakult include the employees who work

on the production line and in its general operations. Yakult's
labour resources perform tasks such as operating the machinery
and checking the lids are secured properly onto bottles. Yakult
considers social responsibility by providing production workers
with regular hearing checks to ensure their health is not negatively
impacted by their role. Employees are also regularly provided with
training opportunities to ensure they can appropriately and safely
operate machinery.

Capital resources that Yakult uses in its production process
include machinery and equipment, such as conveyor belts,
forklifts, and tools used to mould and seal plastic bottles. Yakult
has recognised the complexity of its machinery and, therefore,
requires employees to understand how to operate these capital
resources competently. Yakult considers the environmental
sustainability of its capital resources through the use of LED
lights, an eco-friendly alternative to regular lighting. Furthermore,
Yakult aims to minimise the amount of pollution it generates by
only using a natural gas boiler for short periods of time, reducing
its carbon emissions. The costs associated with capital resources
are also considered at Yakult as it uses off-peak rates for its
utilities wherever possible. By utilising off-peak rates, Yakult is
charged the minimum electricity prices in its production system.

Adapted from Yakult, 'About Yakult’, 2022 and Yakult, ‘Made fresh for you’, 2018

ACTIVITY

Business resource needs

Match the type of resource to an example.
Natural resource @
Natural resource
Labour resource
Labour resource

Capital resource

Capital resource

Image: MilletStudio/Shutterstock.com

Figure 5 Yakult's final product after the use of natural, labour, and
capital resources

Questions

1. What natural, labour, and capital resources does
Yakult use?

2. What factors affect Yakult's use of natural resources?
3. What factors affect Yakult's use of labour resources?

4. What factors affect Yakult's use of capital resources?

Hairdresser

Water

Soil
Calculator
Barista

Forklift

2E BUSINESS RESOURCE NEEDS
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Theory summary

There are three types of resources that a business requires in order to function properly.

e Natural resources are the raw materials that come from the environment that are required to produce goods and services.
e Labour resources are the people who have the expertise, qualifications, and skills necessary to perform business activities.
e Capital resources are the tools and machinery that are used to produce goods and services.

A business must address factors associated with supplier considerations, the nature of resources, cost, quality, and corporate
social responsibility (CSR) when planning its resourcing needs.

2E Questions

Theory review

Question 1

All businesses have the same resource requirement needs.

A. True
B. False
Question 2

The cost of natural resources should be considered during
business planning because choosing natural resources that
are cheaper can decrease business expenses.

A. True
B. False
Question 3

Fill in the blanks with the following terms:
e capital
e natural

Water is an example of a resource, whereas
machinery is an example of a resource.

Question 4

The maintenance requirements of capital resources should
be considered because continual upgrades and repairs could
be costly for a business.

A. True
B. False

Question 5

Fill in the blanks with the following terms:
e capital

® |abour

Resources that are man-made goods used in production are

called resources, whereas resources

are the actual employees needed to conduct business activities.

Question 6

Fill in the blank with one of the following terms:
e skills and knowledge

® environmental sustainability

The of employees needs to be considered when
planning for labour resources.

Question 7

All resources are considered equally important to a business.
A. True

B. False

Question 8

Without resources, a business is unable to operate properly.
A. True

B. False
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Preparing for exams

Case study skills

Question 9

Tasty Tuna is a business that fishes for tuna and manufactures canned tuna. The owner, Tony, wants to start
using sustainable methods to catch tuna in order for the business to remain competitive and improve the
quality of the product.

Identify which of the following factors need to be considered when planning for Tasty Tuna's labour resources.
(Select all that apply)

.  The wage or salary of the labour resources at Tasty Tuna.
Il.  The skills and knowledge of the labour resources at Tasty Tuna.
Il. The type of machinery needed to manufacture canned tuna.

IV. The legal responsibilities regarding employment at Tasty Tuna.

Use the following information to answer Questions 10 and 11.

Tee Me is a small T-shirt manufacturer that produces and prints high-quality customisable cotton shirts.
The manager, Tanzila, is planning the business's resource requirements and is thinking about changing some
of its suppliers to ones that are more socially responsible.

Question 10

Identify which of the following are resources that Tee Me would use. (Select all that apply)
. Soil

Il.  Cotton

Il Printers

IV. Fish

Question 11

Identify which of the following are factors that need to be considered when planning for resources at Tee Me.
(Select all that apply)

. The cost of the capital resources for Tee Me.
Il.  The perishability of the natural resources at Tee Me.
. The skills and knowledge of the natural resources at Tee Me.

IV. The environmental sustainability of the capital resources at Tee Me.

Exam-style

Question 12 (2 MARKS)

Define natural resources and provide one example of a natural resource.

Question 13 (2 MARKS)

Define capital resources and provide one example of a capital resource.

Question 14 (4 MARKS)

Tasty Tuna is a business that fishes for tuna and manufactures canned tuna. The owner, Tony, wants to start
using sustainable methods to catch tuna in order for the business to remain competitive and improve the
quality of the product.

Identify and explain two factors Tasty Tuna should consider when planning its labour resources.
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Question 15 (4 MARKS)

Tee Me is a small T-shirt manufacturer that produces and prints high-quality customisable cotton shirts.
The manager, Tanzila, is planning the business's resource requirements and is thinking about changing some
of its suppliers to ones that are more socially responsible.

Identify two resources that Tee Me would require to operate and explain two factors that need to be considered
when planning for these resources.

Testing previous knowledge

Question 16 (3 MARKS)

Tai wants to establish a new business where she sells handmade jewellery. She would like to set up a bricks-
and-mortar store located in a local shopping strip.

Define the term ‘bricks-and-mortar’. Outline two resources that Tai would need to consider when establishing
a new bricks-and-mortar business.
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2F Business locations

STUDY DESIGN DOT POINT

e business locations and the factors affecting choice of location

There are many aspects

that influence a business’s
location choice. For example,
the surrounding businesses

2A 2B 2C 2D 2E 2F 2G 2H 2] 2) that make up a business’s
) D) location have a major impact
on the overall success of a
business. What do these
cartoons suggest about the
Business locations surrounding businesses of a
1.2.6.1.1 Shopping centres specific business's location?
1.2.6.1.2 Shopping strips om_ BURGERS
1.2.6.1.3 Home businesses — r—

1.2.6.1.4 Online businesses

o0
KEY DEFINITIONS

Business location is the
physical or non-physical
place that a business
operates from.

Lesson introduction

A business location is the physical or non-physical place that a business operates from.
Different types of businesses suit different locations. There are many types of locations that
business owners can choose from, and each has a range of factors that influence the decision.
The location of a business is vital as it connects customers with the business’s goods and
services. Choosing a suitable location when starting a business is a critical decision as it can
heavily impact a business’s success.

Shopping centres 1.2.6.11

Shopping centres are a major shopping destination for many people as there are many different
stores that make up the centre. The purpose of a shopping centre is to act as a central point for all
of an individual’s shopping needs. Shopping centres are the location of many businesses, such as:

e supermarkets

e department stores

e pharmacies

Image: Alex Cimbal/Shutterstock.com

Figure1 Chadstone shopping
centre, the largest shopping centre
in the Southern Hemisphere

 clothing stores
¢ cinemas
e restaurants

e cafes. ADDITIONAL TERMS

Visibility is the ability to
be seen.

Table 1 Factors affecting the choice of a shopping centre as a business location

Factors affecting the Explanation
choice of location

Visibility and accessibility Shopping centres generally have very high visibility and
accessibility to customers as there are often many people inside.

Accessibility is the ability
to be entered, used, or
understood.

Proximity is how close

. . . . thing is.
Cost Shopping centres often charge businesses very high rental prices. Something 1s

Consequently, business owners need to consider if they can afford
this rent as a regular expense.

The likelihood of being close to competitors when operating in a
shopping centre is high due to the large number of stores present.
This proximity could cause sales to drop as customers may choose
to shop with competitors instead.

Proximity to competitors

Continues »
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ADDITIONAL TERMS

Complementary

is the combination of two
or more things that work
well together.

Foot traffic describes the
number of pedestrians
passing or entering

a business.

LESSON LINK

Laws and regulations
will be covered in further
detail in 3B Legal and
government regulations.
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Table 1 Continued

Factors affecting the Explanation
choice of location

Proximity to The likelihood of being close to a complementary business in
complementary a shopping centre is high as there are a variety of stores around.
businesses Customers can access products at complementary businesses

with ease within shopping centres, which can increase sales. For
example, if a cinema is close to a snack store, then sales for the
snack store may increase.

The proximity of suppliers should be considered so that
transportation costs can be reduced and the supplies can be delivered
with ease. In shopping centres, there are often delivery spots
underground or on a side street for easy accessibility for suppliers.

Proximity to suppliers

The proximity of customers should also be considered as shopping
centres are generally located centrally so many customers
are close by.

Proximity to customers

Business owners must consider the demographic of people visiting
the shopping centre and determine whether this fits their target
market. Shopping centres also can attract customers across a wide
geographic area as they are a central shopping destination for
many customers.

Area demographics

There are laws and regulations that businesses must follow when
located within a shopping centre. For example, obstruction of the
paths and other common areas in the centre is not allowed. The
way the store is designed and its floor plan must also comply with
the shopping centre’s regulations.

Laws and regulations

Table 2 Advantages and disadvantages of shopping centres as a business location

Advantages Disadvantages

e There is increased competition
as there are many stores in close
proximity to each business.

Business e Greater exposure to customers
can improve the business’s
popularity since shopping centres
are often large and well-known e Set opening hours provide less
establishments. flexibility for businesses as they

need to open and close when the

shopping centre does.

e High levels of foot traffic can
attract more customers and
improve sales.

Employee e Numerous facilities, such as =
bathrooms and food courts, that
employees can use.

e Parking is available for employees,
which improves accessibility.

Time e Delivery truck areas are often -
available underground in shopping
centre parking, which reduces
the time taken to load and
unload stock.

e Employees can save time and
money travelling to work by
utilising the public transport
routes nearby.

Money - e Rent s typically more expensive

compared to most other locations.
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REAL WORLD EXAMPLE

Shopping centres

Mecca is an Australian cosmetic retailer that provides
a multi-brand shopping experience within the beauty
industry. Mecca has store locations in many shopping
centres in Melbourne, such as Northland and
Chadstone. Choosing to locate in shopping centres
enables access to greater customer exposure through
high levels of visibility and accessibility.

Image: haireena/Shutterstock.com

Figure 2 Mecca Maxima has stores in many
Adapted from Mecca, ‘About Us’, 2022 Australian shopping centres

Shopping strips 1.2.6.1.2

Shopping strips are another popular place for people to shop. Some examples of well-known
shopping strips in Victoria include Bourke Street, Bridge Road, High Street, and Chapel Street.
The busiest shopping strips are often located near public transport routes due to the increased
accessibility and have high levels of visibility for passing traffic. Shopping strips are also
suitable for nighttime entertainment as many shopping centres are closed in the evenings.

Table 3 Factors affecting the choice of a shopping strip location

Factors affecting the Explanation Image: Shuang Li/Shutterstock.com
choice of location Figure 3 Bourke Street shopping
strip in Melbourne's CBD

Visibility and accessibility Shopping strips typically have high visibility and accessibility,
as they can easily be seen and are usually accessible by public
transport, and therefore attract many people.

Cost The cost of renting or purchasing a premise on a stopping strip is
dependent on the popularity of the location. High-traffic locations
are significantly more expensive than small or quiet shopping strips.

Proximity to competitors = There is likely to be competitors on large shopping strips, as these
are popular storefront locations with a variety of choices
for customers.

Proximity to There is likely to be complementary businesses on a large shopping
complementary strip. Complementary businesses will often try to situate themselves
businesses next to each other to increase sales.

Proximity to suppliers Choosing a location that is close to suppliers provides greater

convenience for the business, and on a shopping strip, it would
be best to have parking close by for stock to be delivered.

Proximity to customers The locals of the area have the closest proximity to the location,
so they are able to have easy access to the stores and are likely
customers of the stores.

Area demographics The shopping strip’s area demographics are very important for a
business to consider, as it is likely that people local to the area will
shop there. The business should ensure that the area demographics
are aligned with its target customer demographics.

Laws and regulations Laws and regulations regarding the shopping strip could impact the
ability of the business to put up signage or renovate its premises.

Table 4 Advantages and disadvantages of shopping strips

Advantages Disadvantages
Business e TFewer competitors compared to e Local customers may spend less
shopping centres as there are fewer time at the shopping strip if they
stores nearby. only come for a specific thing.

e The local members in the area are e Shopping strips typically have less
likely to visit the shopping strip foot traffic compared to shopping
due to being close to the business, centres as there is less parking
which can increase the business’s and fewer facilities, such as toilets
number of loyal customers. and lifts.

Continues »
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Table 4 Continued

Advantages Disadvantages
Employee e Employees can save time and e Often less parking is available for
money travelling to work by employees who drive to work.

utilising the public transport
routes nearby.

Time - -
Money - ¢ Rent can be expensive if the

shopping strip is well established
and has high levels of foot traffic.

REAL WORLD EXAMPLE

Shopping strips
Homing Instincts is a gifts, cards, and homewares store with locations on popular shopping strips,
such as on Glenferrie Road in Hawthorn and Puckle Street in Moonee Ponds. The stores have high

= visibility and accessibility as they are situated on popular streets with public transport routes nearby.
“ The local demographic's interests and income level would have been considered before choosing
Figure 4 Homing Instincts those particular locations.
sells homewares at its shopping
strip location Adapted from Homing Instincts, ‘About Us’, 2022

Home businesses 1.2.61.3

There are some businesses that do not need a specific business location but can instead

ADDITIONAL TERMS operate as a home business. Due to the developments in technology, establishing a home

A home business is a business is becoming more common. A home business is where a business operates in the
business that operates client’s or the owner’s home. Some common businesses that operate from home include
from an individual's home. hairdressers, nannies, and tutors.

Table 5 Factors affecting the choice of a home business location

Factors affecting the Explanati
choice of location

Visibility and accessibility Home businesses have low visibility and accessibility as they
are typically situated in residential streets rather than popular
shopping locations.

Cost There would be no additional costs for renting a business location,
as operations occur in the client’s or the owner’s home. There also
tends to be lower costs related to travel, cleaning, and designing
the location.

Proximity to competitors It is unlikely that a home business would be close to competitors
as it is located in a residential area.

Proximity to Tt is unlikely that a home business would be close to complementary
complementary businesses as it is located in a residential area.

businesses

Personal factors Being located at home would be convenient and easy for the

business owner as they can save travel time, be close to family, and
the stress of managing an alternative store location is reduced.

Area demographics As home businesses often advertise their business online, the local
demographic is not a major factor. However, the area demographics
of the residential area do need to be considered as the local residents
may be interested in the products that the business has to offer.

Laws and regulations Home businesses must still register for a business name, ABN
(Australian business number), and obtain required business licences
and permits. Permits relating to noise levels, zoning, and signage also
may be needed.
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Table 6 Advantages and disadvantages of home businesses

Advantages

Business e There is flexibility in business hours o

since the business is operating from
a home location.

Employee ¢ Ifemployees are family members D
and live on the premises, the

location is easy to access.

Time e Travel time can be saved if members -
of the business are working from
their own homes as there is no

travel required.

Money e There is no need to pay additional -
rent for a business location.
e Business owners can access tax
deductions for living expenses such
as lighting, heating, and cooling
bills, as these resources are utilised

when working from home.

REAL WORLD EXAMPLE

Home businesses

Tutoring is an example of a home business, as the
tutors can gain customers and perform teaching
services at their own house or the client’s house. The
home business location offers a lot of flexibility for
tutors as they are able to decide on their own working
hours. Costs are also able to be reduced since there
are no additional rental fees.

Online businesses 1.2.6.1.4

Disadvantages

There is less visibility as the
business is not in a shopping strip
or shopping centre, and instead
operates in a residential area.
There may be a lack of privacy if the
customer needs to travel through
the rest of the house to arrive at the
actual business location.

Less living space available as some
of the house space would be used
for business operations.

May be difficult to separate work
with life as work is conducted

in the living space and this may
impact mental wellbeing.

Image: granata68/Shutterstock.com

Figure 5 Tutoring as a home business

Online businesses use the internet to advertise and sell their goods and services. Due to the
significant advancements in technology, online businesses have become more popular. Some
businesses only operate online, while other businesses have both online and physical stores.
In order to remain competitive, it is important for businesses to have an online presence,

as nowadays the majority of businesses do.

Table 7 Factors affecting the choice of an online business location

Factors affecting the Explanation
choice of location

Visibility and accessibility

Online businesses don’t have in-person visibility since they don’t

have a physical store presence, however, they can increase their
online presence through advertisements or building a social media
presence. The accessibility of online businesses is very high as their
store is available to customers on the internet at any time of the day.
An easy-to-use, well-designed website can improve the accessibility

of the online business.

Continues »
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REAL WORLD EXAMPLE

Image: lvan Kruk/Shutterstock.com

Figure 6 The Iconicis a fashion
and lifestyle retailer that sells its
products via the internet

108 CHAPTER 2: INTERNAL ENVIRONMENT

Table 7 Continued

Factors affecting the Explanation

choice of location

Cost There are no rental costs for a store, however, there are costs
associated with setting up and maintaining a website. The business
may also need to rent a warehouse to store and ship its products.

Proximity to competitors  Online businesses have a large number of competitors as they are
easy to access and numerous other businesses also sell similar
products online.

Proximity to Online businesses don’t have complementary businesses close
complementary to them, but they can form deals with other businesses to boost sales.
businesses The deal could involve placing advertisements for complementary

businesses on their website.

Personal factors Having an online business is convenient for the owner as they are
usually able to work from anywhere as they don’t operate from
a physical location. This flexibility could enable owners to be close
to both home and family.

Laws and regulations Online businesses may need to consider laws and regulations such
as shipping restrictions, permits, and taxes.

Table 8 Advantages and disadvantages of online businesses

Advantages Disadvantages
Business e There is a wider customer base e There are many competitors as

as anyone who has access to the there are lots of businesses online
internet can access the store online. all across the world that would sell

e Customers can access products similar products.
at any time and from anywhere. e As there is no physical presence

e The business can easily be and visibility, the business may not
advertised on online platforms, attract many customers unless they
such as social media. frequently advertise.

e Customers cannot touch, try, or feel
a product so they may be reluctant
to purchase it.

Employee e Employees may be able to work e Employees may work alone, which
from their own homes, making can be socially isolating.
their work quick and easy to access.

Time e Establishing or adapting an online -
business can be much quicker
compared to a physical store.

Money e There is no rent that needs to be e There can be costs associated with
paid for a retail store location. the development and maintenance
of the website, including technical

support for customers.

Online businesses

The Iconic is an Australian online fashion and lifestyle retailer that stocks over 1000 brands. The Iconic
has created unique browsing features and personalisation options, such as ‘Follow the Brand’ and

‘Find Your Fit', to aid the customer’s online shopping experience. The online business also offers free
delivery for orders over $50, 3-hour delivery options available in Sydney, and free returns. The online
business location provides convenience for customers as they can shop on an easy-to-use website and
application, any time, and anywhere they like.

Adapted from Google Play, 'THE ICONIC - Fashion Shopping’, 2022 and Business News Australia, ‘Online fashion retailer THE
ICONIC increases market share’, 2019
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ACTIVITY

Business locations

Fill in the table with the suitable business location/s that you have learnt in this lesson.

Scenario Suitable business location/s

Ben wants to establish a pet food and toy store with high accessibility and visibility.

Aamil does not have enough money to rent a store location for his hairdressing business.

Priyanka needs to consider the laws and regulations regarding where she can put up signage
around her store.

Neve's handmade jewellery business operates 24,/7 and customers can purchase products
at any time from all across the world.

Jing wants to attract a high number of local customers to his bakery.

Brielle believes that it is important for her employees to have access to a wide range of facilities
and parking spots whilst at work.

Risa is worried about the high rental costs and proximity to numerous competitors.

Saxon wants to save time and not need to travel to work.

Theory summary

Choosing a suitable business location is important as it connects a business with its customers. Businesses often have
multiple locations, usually both a physical and online presence. It is crucial for businesses to consider a variety of locations
and their factors before selecting the most suitable location.

« Shopping centres are a central point where many different businesses are located.
 Shopping strips are often located on roads with high visibility and accessibility.

* Home businesses perform business operations from an individual’s home.

* Online businesses sell goods and services via the internet.

2F Questions

Theory review

Question 1 Question 4
Different types of businesses suit different locations. Both shopping centres and shopping strips can be expensive
A. True torent.
B. False A. True
B. False
Question 2
All businesses must have a physical store location. Question 5
A. True The area demographic of a shopping strip is very important
B. False to consider since it is often the locals who shop in those areas.
A. True
B. False
Question 3
A shopping centre location has low visibility and accessibility.
A. True
B. False
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Question 6

Fill in the blanks with the following terms:
® shopping strip

® home business

A would have less visibility since it is fairly isolated,
compared to a which has more visibility and is close
to other stores.

Question 7

Home businesses are convenient for owners since they are able
to save travel time and be close to family.

A. True
B. False

Question 8

Fill in the blanks with the following terms:
® shopping strip

® online business

The location has a wider customer base than the

location, since it can be accessed over the internet
rather than exclusively by the local community.

Question 9

Online businesses do not need to consider laws and regulations.
A. True

B. False

Question 10

It is important to select a suitable business location as it connects
the customers to the business.

A. True
B. False

Preparing for exams
Case study skills

Use the following information to answer Questions 11 and 12.

Cosy Cotton is a popular and affordable children'’s clothing store. Cosy Cotton is planning to establish stores
in shopping centres around Australia. Cosy, the owner, knows that there are many businesses that also sell

similar products that are likely to be present in shopping centres.

Question 11

Identify which of the following could be a reason why Cosy Cotton needs to consider the proximity

of complementary businesses.

A. There is the potential to increase the number of customers at Cosy Cotton.

B. There is the potential to decrease the number of customers at Cosy Cotton.

Question 12

Identify which of the following could be a reason why Cosy Cotton needs to consider the proximity

of competitors.

A. Cosy Cotton's sales could potentially increase if there are more competitors in the area.

B. Cosy Cotton needs to ensure it has a competitive advantage.

Question 13

Hailey's Hair Salon is a small hairdressing business. When planning for her business, Hailey decided to provide
her hairdressing services from her home. Her customers can book appointments by phone.

Identify which of the following are advantages or disadvantages of Hailey's Hair Salon’s business location.

. Less house space is available for Hailey to use.

Il. Travel time is saved since Hailey doesn't need to commute to work.

IIl.  May be difficult to locate Hailey's Hair Salon since there is less
visibility in the residential area.

IV. There is no need for Hailey to pay for additional rent, therefore
reducing costs.

Advantage Disadvantage
O O
O O
O O
O O
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Exam-style

Question 14 (2 MARKS)

Explain one factor that a business owner should consider before choosing to locate on a shopping strip.

Question 15 (2 MARKS)

Explain one factor that an online business owner should consider before setting up its online business.

Question 16 (4 MARKS)

Cosy Cotton is a popular and affordable children’s clothing store. Cosy Cotton is planning to establish stores
in shopping centres around Australia. Cosy, the owner, knows that there are many businesses that also sell
similar products that are likely to be present in shopping centres.

Explain why Cosy Cotton would need to consider the proximity of complementary businesses and competitors
in the shopping centres.

Question 17 (4 MARKS)

Hailey's Hair Salon is a small hairdressing business. When planning for her business, Hailey decided to provide
her hairdressing services from her home. Her customers can book appointments by phone.

Discuss Hailey's choice of her home business location.

Testing previous knowledge

Question 18 (3 MARKS)

Define the term 'bricks-and-mortar business’. Explain one factor that a bricks-and-mortar business should
consider before choosing to locate in a shopping centre.

2F BUSINESS LOCATIONS
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ZG Sources of finance

Businesses are often known
to be quite expensive to
start up, operate, and grow.
The cost of the location and
resources are examples

of typical expenses that
businesses have. So how
can people afford to have a
business? Where do people
source the money required
to start their businesses?

p

p

Figure1 Examples of different
sources of finance

KEY DEFINITIONS

Equity capital is money
contributed to a business
by an investor in exchange
for partial ownership.

ADDITIONAL TERMS

Shares, also known as
stock, are portions of

a company that can be
bought and sold as a
means for the business
to gain revenue.

An angel investor is

a private investor that
contributes money to a
new or expanding business.
Typically, they also act as a
business mentor.

LESSON LINK

ASX was introduced in
2B Types of businesses.

12 CHAPTER 2: INTERNAL ENVIRONMENT

STUDY DESIGN DOT POINT

e sources of finance available to establish a business and the factors affecting the type and
source of finance chosen

2A 2B 2C 2D 2E 2F 2G 2H 2l 2)

Sources of finance

1.2.71.1 Equity capital
1.2.71.2 Debt capital
1.2.7.1.3 Grants

1.2.7.1.4 Overdraft facilities

Lesson introduction

When planning a business, business owners should consider how they will fund their business’s
operations. There are various sources of finance available to business owners, including equity
capital, debt capital, grants, and overdraft facilities. In order to select the most appropriate
option, there are a variety of factors that a business owner should consider. There are also
common startup costs that would need to be recognised, such as planning, research expenses,
and business name registration.

Equity capital 1.2.711

Equity capital is money contributed to a business by an investor in exchange for partial
ownership. Investors gain a degree of ownership of the business based on the amount of equity
capital they contribute. As investors are taking a risk when investing in a business, businesses
are not required to repay equity capital back to the investor, hence investors expect to see

a return on their original investment as the value of the business grows. If the investor owns
more than 50% of the company, they will usually have major influence over making company
decisions. Owning less than 50% of the company generally means that the investor does not
have the authority to make major decisions. Equity capital can come in many forms, such

as personal, private, and public equity.

Table 1 Types of equity capital

Type of equity | Description
capital

Personal Personal equity is acquired by a e The personal savings of the
equity business owner contributing their business owner.
own funds to their business. e Money borrowed from fam]]y
and friends.
e Money borrowed from a
business partner.
Private equity ~ Private equity is acquired by e Money from selling shares to
a business selling its shares specifically selected individuals
to specifically selected individuals or businesses.
or businesses that have been e Money from an angel investor.
approved by the board of directors.
Public equity Public equity is acquired by e Money from selling shares on a public

exchange, such as the Australian
Securities Exchange (ASX).

a business selling its shares
to the general public.
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Table 2 Factors affecting the choice of equity capital

Factors affecting the Explanation
choice of finance

Overall cost e TFunding a business using personal or private equity usually doesn’t
have any costs.
e Funding a business using public equity requires a business
to undergo an Initial Public Offering (IPO) process, which
involves significant costs to organise.

Flexibility e Personal equity has limited flexibility, as it is limited to the amount
of savings the business owner has.
e Private equity is more flexible as business partners and investment
businesses may have large amounts of money.
e Public equity is highly flexible as a business can sell as many
shares as it wishes to the public.

Level of control e If a business owner only uses personal equity, they have full
control of the business.

e Raising capital through private and public equity sources will
mean investors have partial ownership, therefore, the business
owner has reduced control. Reduced control means the ideas and
visions of the investors must also be considered.

Business structure e Sole traders and partnerships would typically gain equity from
personal sources as they are unable to sell shares to other
individuals or businesses.

e Private limited companies would typically gain equity through
private equity as they can only sell shares to selected individuals
or businesses approved by the board of directors.

e Public listed companies would typically gain equity from selling
shares to the public on the ASX as it is the best method
to raise capital.

REAL WORLD EXAMPLE

Equity capital

Uber Technologies Inc. is a transport company that allows users to book cars and drivers to transport
themselves and items. With its headquarters located in San Francisco, Uber operates in over 72
countries around the world. Uber is one of the fastest-growing companies and as of September 2022,
it was worth $64.35 billion. However, Uber only became profitable in 2021, after long periods of
earning little to no profit. Uber went public on May 9 2019 and its IPO was one of the most anticipated
for the year, but fell flat, making Uber the first company since 1975 to have the biggest first-day loss.
Over the net 32 rounds of share releases, Uber was finally able to raise $25.2 billion, with investors like
PayPal and Asas Capital making up 116 investors.

Adapted from Investopedia, ‘The Story of Uber’, 2022 and MacroTrends, ‘Uber Technologies Net Worth 2017-2022", 2022

ACTIVITY

Equity capital

The ABC reality television show, Shark Tank, features aspiring entrepreneurs from around the world
pitching their business ideas to a panel of angel investors. Search up ‘Shark Tank US | Top 3 Biggest

Deals’ (Sony Pictures Television, 2022) on Youtube and watch the pitch by NuMilk between 11:51
to 23:01.

Answer the following questions:
1. What type of finance is NuMilk seeking?

2. How much money are the founders of NuMilk asking the investors for, and for how much partial
ownership of the business?

3. How much money did the founders of NuMilk walk away with at the end of their pitch, and how
much partial ownership does the investor have over their business now?

ADDITIONAL TERMS

An Initial Public Offering
(IPO) is where the stock

of a company is offered on

the stock market for the
first time.

Image: Proxima Studio/Shutterstock.com

Figure 2 Uber utilises equity
capital to fund its operations
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Debt capital 1.2.71.2

Debt capital is money that has been lent to a business by an external source that must be paid
KEY DEFINITIONS . 1 .
back over time with interest. Bank loans are the most common example of debt capital and can
Debt capital is money that be short, intermediate, or long-term loans. Business owners will typically use a loan to start and
has been lent to a business expand their business, then repay the loan as the business begins to generate revenue.
by an external source that
must be paid back over Table 3 Factors affecting the choice of debt capital
time with interest. Factors affecting the Explanation
choice of finance
ADDITIONAL TERMS
Overall cost e Debt capital is costly as the business must repay the loan in addition

Interest is the money
paid at a particular rate

to interest.

for an amount that has Flexibility e Loans can be suitable for various time periods, such as for the
been borrowed. short or long term.

A loan is money that has e In addition to smaller loans, banks have the ability to provide
been borrowed. high-value loans, which is where they allow more money to be

borrowed than the amount that is typically allowed.

Level of control e Business owners maintain a high degree of control over business
decisions, as the institutions providing the finances do not have
any ownership of the business.

Business structure ¢ Smaller businesses, such as sole traders or partnerships, may
find it harder to get a loan if they do not have evidence that they
can repay it.

e Larger businesses, such as private limited or public listed
companies, are able to get high-value loans as they usually can
show that they have access to enough funds to repay it.

REAL WORLD EXAMPLE

Debt capital

Afterpay is an Australian startup that provides

customers with the ability to buy goods or services
> and pay them off in small fortnightly repayments.

@ afterpay > To operate this business model, Afterpay uses

debt from financial institutions to pay retail stores

immediately while customers pay at a later date.

In 2019, Afterpay had long-term loans of $50 million.

Image: T. Schneider/Shutterstock.com

Figure 3 Afterpay is now available in stores
due to the debt capital it incurred Adapted from Afterpay, ‘Annual report’, 2019

Grants 1.2.713

KEY DEFINITIONS A grant is money provided by a government or another organisation for a particular reason.
Governments or other organisations often provide grants to assist businesses that they support,

Agrant is money such as businesses that develop medicine or technology. The business must meet the conditions
provided by a government imposed by the grant provider, including only using the grant for the specified purpose.
or another organisation for
a particular reason. Table 4 Factors affecting the choice of grants

Factors affecting the Explanation

choice of finance

Overall cost e Since grants are not required to be paid back, there is no cost

incurred by the business.

Flexibility e Grants have low flexibility as the business does not get to choose
how much it receives and must also meet all the requirements set
by the grant provider.

Level of control e Business owners have less control if funded by grants as the grant

must be used for the stated purpose.

Business structure e Business structure has minimal impact on the ability to receive
grants, as there are many grants available to suit a variety
of different businesses.
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REAL WORLD EXAMPLE ACTIVITY

Grants Grants

Go to the business.gov.
au website and click on
the ‘Grants and programs'

Chobani is an American company that produces high-
quality and nutritious, strained yogurt. Chobani started
manufacturing in Australia eight years ago and realised

WIiEAL TNOREDTENTS

that the milk in Australia is quite different to the US. " 2 Yogurt tab (Commonwealth of
Therefore, a lot of research needed to be conducted p———A . Australia, n.d.). Scroll

to understand the new environment to produce t‘-‘ Y ' through the list of grants
its nutritious, high-quality yogurt using Victorian A Sand and programs and select
milk. The Research and Development Tax Incentive, » one that interests you and
provided by the Australian Government, enabled S is suitable for a Victorian
Chobani to invest in conducting research, therefore 2 e business. Note down what

the business can get from
the grant, who is eligible,
and a brief overview of the

allowing Chobani to best utilise local Victorian milk
to create its award-winning yogurt.

.
Image: OLOZANO/Shutterstock.com

Adapted from Commonwealth of Australia, ‘Chobani - Building Figure 4 Chobani uses government grants . Reert veur fndlines
Victorian agriculture’, 2022 to produce the high-quality yogurt grant. Report y g
to the class.
Overdraft facilities 1.2.7.1.4
Overdraft facilities are agreements between banks and businesses or individuals, that allow
. . . . KEY DEFINITIONS
a bank account to be withdrawn below zero. An overdraft is organised in advance and can be
used at any time. To receive this service, banks require businesses to show that they will be able Overdraft facilities are
to pay back the money. Overdrafts have a high rate of interest and are often used as a short- agreements between
term source of finance. banks and businesses
or individuals, that allow
Table 5 Factors affecting the choice of overdraft facilities a bank account to be
" " ith bel b
Factors affecting the Explanation AT (5 07 2270
choice of finance
Overall cost e Overdraft facilities tend to have high-interest rates and thus, are

a relatively expensive source of finance.

Flexibility e Overdraft facilities are highly flexible as a business is able to use
them at any time after negotiating the amount and time period
with their bank.

Level of control e Business owners keep a high level of control as partial ownership

isn’t required through an overdraft.

e Business owners cannot control the ability to access overdraft
facilities as banks are able to quickly terminate the service
at any time.

Business structure e Business structure has minimal impact on the ability to have
an overdraft facility.
e Large companies can access high-value overdraft facilities as their
ability to pay off the funds is higher.

THEORY IN ACTION

Overdraft facilities

After having opened Epicure, Stanely Yu is now
experiencing insufficient funds as he spent a large
amount of money on the store's grand opening.

He has decided to apply for an overdraft as he can
borrow money from the bank to assist with this
problem. Even though overdrafts have high interest
rates, Stanley is certain that the supermarket can
generate high sales and revenue after the investment Figure 5 Epicure uses overdraft facilities
in the grand opening. to borrow money
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ACTIVITY

Sources of finance

Match the scenario with the relevant source/s of finance.

Scenario Relevant source/s of finance

Molly wants to have a high level of control of her business and this is her only consideration
for obtaining finances.

Hayley wants a short-term source of finance and does not mind if the interest rates are high.

Nic is wanting financial capital, as well as a business mentor to guide him through his new
business venture.

Anna has a long-term loan and owes her bank a huge sum of money.

Isabel has spent years building up her savings account and can use this money to initially
fund her business.

Natalia has a medical business that has great potential to contribute to the community with
the help of government funding.

Sam does not mind having less control over her company, as long as she is receiving a
reasonable sum of money.

Kristen has founded a successful public listed company that obtains money through selling
shares on the Australian Securities Exchange.

Theory summary
Businesses should select sources of finance based on their requirements regarding costs, flexibility, control, and business
structure. Businesses often use multiple sources of finance as they serve different purposes.

e Equity capital is money provided by an investor in return for partial ownership of the business.

» Debt capital is money that has been borrowed from an external source.

e Grants are money awarded by a government or another organisation for a specific purpose.

e Overdraft facilities are agreements between banks and businesses or individuals that allow a bank account
to be withdrawn below zero.

2G Questions

Theory review

Question 1 Question 3

It is important for businesses to consider how they will obtain Fill in the blanks with the following terms:

money to run their operations. e public

A. True e private

B. False Selling shares on the ASX is a form of equity,
whereas ____ equity involves selling shares to specially

Question 2 selected individuals or businesses.

All businesses must obtain finance in the same way.

A. True Question 4

B. False Fill in the blanks with the following terms:

® equity capital
e debt capital

Borrowed money including interest needs to be repaid with
as a source of finance, however, no repayments are
needed when is the source of finance.
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Question 5 Question 8
Businesses have a high level of control when funded by a An overdraft should not be used in the long term since it has
government grant. a higher interest rate compared to other sources of finance.
A. True A. True
B. False B. False
Question 6 Question 9
Businesses must pay back government grants with interest. The purpose of sourcing finance is to obtain money that the
A. True business does not already have in order to establish or grow
B. False the business.

A. True

B. False
Question 7

Both government grants and overdraft facilities involve
checking and assessing that the business meets specific
standards and conditions.

A. True
B. False

Preparing for exams

Case study skills

Question 10

MediPill is a medical business that is developing a cure for a virus that currently has no treatment. The business
now requires additional finance to research and test cures. MediPill is eligible to receive government grants
as its business venture will likely benefit many people.

Identify which of the following are reasons why MediPill is eligible to receive a government grant.
(Select all that apply)

I.  MediPill doesn’t have enough money and resources to conduct research.
Il.  MediPill is a medical business.
Il MediPill has government support as the cure could benefit many people.

IV. MediPill has met all conditions set by the government regarding the grant.

Question 11

TuteToMe is a private company that connects tutors in Melbourne to students using a mobile app. The founder,
Tara, is wanting to expand TuteToMe to other cities where she can set up in-person tutoring locations, but she
does not have the finances to do so. She is considering using equity capital as a source of finance.

Identify which of the following are factors that Tara should consider before choosing to finance TuteToMe
using equity capital. (Select all that apply)

. Tara's level of control will be lower if she obtains equity from an investor.
Il. As TuteToMe is a private company, equity capital can be obtained through private sources.
. Tara desires full flexibility, which can be achieved by using personal equity.

IV. Tararequires a source of finance with minimal costs as she currently does not have much money to spend.

Exam-style

Question 12 (1 MARK)

Define overdraft facilities as a source of finance.

Question 13 (1 MARK)

Define debt capital as a source of finance.
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Question 14 (2 MARKS)

Outline two factors to consider when using equity capital as a source of finance.

Question 15 (2 MARKS)

Outline two factors to consider when using debt capital as a source of finance.

Question 16 (3 MARKS)

MediPill is a medical business that is developing a cure for a virus that currently has no treatment. The business
now requires additional finance to research and test cures. MediPill is eligible to receive government grants
as its business venture will likely benefit many people.

Explain grants as a source of finance available to MediPill.

Question 17 (4 MARKS)

TuteToMe is a private company that connects tutors in Melbourne to students using a mobile app. The founder,
Tara, is wanting to expand TuteToMe to other cities where she can set up in-person tutoring locations, but she
does not have the finances to do so. She is considering using equity capital as a source of finance.

Identify and explain two factors that TuteToMe should consider when using equity capital as a source of finance.

Testing previous knowledge

Question 18 (2 MARKS)

Define capital resources. Outline how a business can use grants as a source of finance for the cost of
capital resources.

118 CHAPTER 2: INTERNAL ENVIRONMENT



Back to contents

ZH Business support services

STUDY DESIGN DOT POINT

e business support services such as legal, financial, technological, community-based, formal
and informal networks, and business mentors

2A 2B 2C 2D 2E 2F 2G 2H 2l 2)
) D)

Legal Financial Technological Community- Formal Informal Business
support support support based support networks networks mentors
services services services services

Lesson introduction

There are many different aspects to running a business, which require a variety of skills and
expertise. It may be difficult for a business owner to be knowledgeable in the various areas
required to operate a business. To solve this, a business owner can utilise business support
services, which are the specialised people, facilities, or amenities that aim to help businesses
successfully operate. During business planning, owners should identify the support services
most relevant for their business’s operations. Effectively using a variety of support services can
lead to greater business success.

Legal support services 1.2s:

It is crucial for businesses to comply with legal requirements and regulations. As the law

is constantly being updated, it may be difficult for business owners to remain aware of the
different laws that apply to them. Many business owners will seek support from qualified legal
experts, such as a solicitor, to ensure that they are following all required regulations. Legal
support services can also assist businesses to create contracts and provide legal representation
for the business if it is required.

sole trader partnership
v \ }

private public - m
limited listed ,m (:

company company

Legal representation
in court cases

Informing and advising
businesses on changes
to the law

Drawing up contracts,
such as leases and
partnership agreements

Choosing an appropriate
legal business structure

Figure1 Examples of how legal support services can assist a business

REAL WORLD EXAMPLE

Legal support services

Slater and Gordon Lawyers is one of Australia's
leading consumer law firms, with the mission to
provide people with easy access to high quality
and affordable legal services. The firm provides a
range of specialised legal services in areas such

as superannuation, employment law, commercial
law, and insurance. Business owners can use Slater
and Gordon as a support service to receive advice
regarding legal matters.

Lawyers

Image: Dutchmen Photography/Shutterstock.com

Figure 2 Slater and Gordon Lawyers offer

Adapted from Slater and Gordon, ‘The Firm’, 2022 legal support services for businesses

Imagine you are in the
process of starting your own
business. There is just so
much to do. Wouldn't it be
incredibly difficult to do all
of those tasks on your own?
Are there any people or
organisations who could
facilitate this process by
providing the required
support and expertise?

—

KEY DEFINITIONS

Business support services
are the specialised people,
facilities, or amenities that
aim to help businesses
successfully operate.

ADDITIONAL TERMS

A solicitor is a legal
professional who is
qualified in providing
advice on legal matters.

2H BUSINESS SUPPORT SERVICES 119



Back to contents

Financial support services 1.2s.

A business’s finances can determine whether it is able to sustain itself or not. Financial support

ADDITIONAL TERMS services can assist a business to manage its finances and achieve its financial goals. During

A bookkeeper is a person business planning, owners may require assistance from qualified experts to better understand
hired by a business to the financial details of establishing and running a business. Some examples of financial support
record and document its services include financial planners, bookkeepers, and accountants.

financial transactions. . .

An accountant isa @ INVOICE k@\

professional who manages, - ‘O\ =— ’ ’@‘ =" r
updates, analyses, and G ‘ ;‘/ \@ —- a

reports a business's = ] =~ f ~ ‘ >‘o\1‘

financial information.

Evaluating Establishing, Determining  Paying workers Setting Advising on
the financial maintaining, and taxation all entitlements  financial goals possible business
feasibility of the inspecting financial  obligations strategies
business concept information

Figure 3 Examples of how financial support services can assist a business

REAL WORLD EXAMPLE

Financial support services

Commonwealth Bank of Australia is an Australian
multinational bank. It offers a variety of financial
support services for businesses on both the
Commonwealth Bank website and mobile app. Some
of the financial support services they provide include
account administration, payments and transfer of
money, and management of business credit cards.

Image: Muhammad Hanif MM/ Shutterstock.com

Figure 4 Commonwealth Bank provides
financial support for businesses Adapted from Comm Bank, ‘NetBank for business’, 2022

Technological support services 1253

Due to the continuous technological advancements and increased accessibility to mobile
devices, it is important for business owners to plan to incorporate suitable technologies
that improve their business’s operations. Technology can assist businesses in improving
the efficiency and effectiveness of their business processes. In order to remain competitive,
businesses should also be aware of any technological developments used by competitors.
Technology can be implemented and kept up-to-date with the help of technology experts,
such as information and communications technology (ICT) consultants.

o =--1 | ===

Developing, installing, Advising on hardware Maintaining online Training workers
and maintaining and software that can security and privacy in understanding and
technological systems, improve operations of customers using technology

such as a website
Figure 5 Examples of how technological support services can assist a business

REAL WORLD EXAMPLE

Technological support services

Data#3 Limited is an information technology
company that provides ICT services. Businesses
can seek assistance from Data#3 to help maximise
the value of their technology investments. Some of
the services that the IT company provides include

Tnzgges Ve lee/Siniismiod@am protecting private customer information, training
Figure 6 Technological support services can individuals to use technology, and analysing data.
help businesses keep up with advancements

in technology Adapted from Data#3, ‘Services’, n.d.
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Community-based support services 12354

Business owners can connect with community-based business services to engage with the local
community. Community-based programs can also bring together like-minded individuals who
are interested in business and community involvement. Some examples of community-based
support services include start-up hubs, classes, and local council events.

(5 a
o == o
b
N\ ' " |
Developing management Establishing a Supporting and Providing services for
skills for successful business idea providing local jobs the local community
leadership in business for the community

Figure 7 Examples of how community-based support services can assist a business

REAL WORLD EXAMPLE

Community-based support services

iHarvest Coworking Sunshine is a community-based
support service started by the Brimbank City Council.
It has co-sharing offices and meeting spaces that
business owners can use in exchange for a small fee.
iHarvest also runs events such as masterclasses,
meetups, and mentoring programs within the

building to provide business owners support and Image: iHarvest

engagement with the community. Figure 8 iHarvest is acommunity-
based support service that offers shared

Adapted from iHarvest Coworking Sunshine, ‘iHarvest Program’, 2022 working spaces

Formal networks 1.2ss

Formal networks are interconnected groups of people and official organisations that assist in
offering professional support to business owners. Formal business networks can be established
through business associations and aim to provide advice and support from a large number

of professionals. Formal networks can bring together like-minded individuals to communicate
and discuss business matters. Talking to experienced business owners enables new business
owners to refine their plans and gain insight into different business experiences.

~+ @}

Refining the Seeking new Setting goals for Interacting with other
business concept business opportunities business success business people

Figure 9 Examples of how formal networks can assist a business

REAL WORLD EXAMPLE

Formal networks

The Victorian Chamber of Commerce and Industry
is the largest membership organisation that
supports businesses in Victoria. It provides business
information and support to more than 47,000 clients
from across the state. The Victorian Chamber of
Commerce and Industry aims to influence the future
of Victoria through business leadership and services
focused on innovation, growth, and sustainability.

Image: lunamarina/Shutterstock.com

Figure 10 The Chamber of Commerce and
Adapted from Victorian Chamber of Commerce and Industry, ’ Industry is a formal network that connects

About us’, 2022 business people together

ADDITIONAL TERMS

A hub is a place where
individuals and businesses
can go to utilise the space
and obtain support.

KEY DEFINITIONS

Formal networks

are interconnected groups
of people and official
organisations that assist
in offering professional
support to business
owners.

ADDITIONAL TERMS

A network is a group or
system of interconnected
people or businesses.
Business associations are
organisations that advise
and support businesses in
a particular industry.
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KEY DEFINITIONS

An informal network
is an unofficial
interconnected group.

KEY DEFINITIONS

A business mentor

is an experienced and
knowledgeable business
person who provides
guidance and advice.

ACTIVITY

Business support
services

Go onto the business.gov.
au website and click on
the ‘Expertise and advice'
tab. Search for a Victorian
business support service
that is near your area.
Note down what type of
business support service
it is and what assistance
is provided. Report your
findings to the class.
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Informal networks 1.2

An informal network is an unofficial interconnected group. An informal network includes
family, friends, and social media that may offer advice and information to business owners.
It is a more casual means for a business owner to obtain personal assistance, as well as
suggestions on business goals and opportunities. A business owner is able to use these
connections to obtain valuable assistance on their business ideas and future growth.

Discussing and Suggesting possible Setting goals for Continuous
evaluating business ideas business opportunities business success personal support

Figure 11 Examples of how informal networks can assist a business

THEORY IN ACTION

Informal networks

As Vanessa Dennis has spent a lot of her career
Dev working at a corporate firm, she does not have much
experience in start-up businesses. To support her, she
‘ has used an informal network of a few friends who
have assisted her with evaluating her business ideas
Figure12 \anessa Dennis has involved and app desigr}s. The inform.al network a.Iso assists
herself in informal networks to connect with her with planning future business goals, in order to
other people and businesses adapt to the constant developments in technology.

Business mentors 127

A business mentor is an experienced and knowledgeable business person who provides
guidance and advice. Business owners may choose to seek assistance from a business mentor
who can provide expert opinions and ideas for business strategies. Business mentoring is often
a one-on-one process, so business owners can receive direct and personal feedback. Mentors
can be contacted through government programs and formal or informal networks.

3.

-
-
13
Developing Refining Writing Suggesting new Setting goals  Accessing business
management skills for  business business business for business  networks to connect
successful leadership  concepts plans opportunities success with others
in business

Figure 13 Examples of how business mentors can assist a business

REAL WORLD EXAMPLE

Business mentors

The Small Business Bus is a business mentoring
support service that travels around Melbourne and
regional Victoria on wheels. The Small Business Bus
offers assistance and expert advice from experienced
business professionals. It provides free face-to-face
mentoring sessions to help small businesses start or
- grow. Virtual sessions are also available for business
Image: Monkey Business Images/Shutterstock.com owners if the Small Business Bus is not in their

Figure 14 Business mentor support services local area.
encourage expert advice and assistance
to be shared Adapted from Business Victoria, ‘Small Business Bus’, 2022
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Theory summary

businesses can choose for their specific needs.

Business support services aim to provide business owners with any additional assistance and guidance they may
need when planning, establishing, and operating their business. There are a variety of different support services that

e Legal support services ensure that a business meets all of its legal requirements.

e Financial support services assist in managing a business’s finances.

e Technological support services assist in managing and implementing the technologies available to businesses.
¢ Community-based support services assist in engaging businesses with the community.

e TFormal networks are official and professional interconnected groups of people and businesses.

e Informal networks are unofficial interconnected groups of people that offer advice to business owners.

* Business mentors are experienced individuals who can assist in providing expert advice and feedback.

2H Questions

Theory review

Question 1

Business support services aim to assist business owners with
a variety of tasks that have an influence on decision making.

A. True
B. False

Question 2

Legal business support services can inform and advise
businesses on changes to the law.

A. True
B. False
Question 3

Fill in the blank with one of the following terms:
® |egal
e financial

An accountant is an example of one way that a business can
access support services.

Question 4

Fill in the blanks with the following terms:
e technological

e financial

To assist with choosing the most suitable software, businesses
can make use of support services. In contrast,

business support services can assist businesses
with determining taxation obligations.

Question 5

Community-based support services assist business owners
to engage with their local community.

A. True
B. False
Question 6

Both informal and formal networks involve groups of individuals
or businesses connecting with each other.

A. True
B. False
Question 7

Business associations are an example of an informal network.
A. True
B. False

Question 8

Both informal networks and business mentors can assist
a business when setting goals.

A. True
B. False
Question 9

Every type of business support service is needed by all
businesses.

A. True
B. False
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Preparing for exams

Case study skills

Question 10

Lori is the owner of Coder, a new online platform where individuals learn computer programing skills. Lori has
no prior experience in operating a business and lacks management skills, so she has decided to seek out
a business mentor for guidance.

Identify which of the following are ways a business mentor could assist Lori as a new business owner.
(Select all that apply)

I. A business mentor could construct and maintain Coder’s website and software.
Il. A business mentor could help improve Lori's management skills.
IIl. A business mentor could assist in providing networks for Lori to connect with.

IV. A business mentor could help Lori set goals for future business success.

Use the following information to answer Question 11 and 12.

Sven is starting a new business, Kitchenation, that sells specially designed pots and saucepans. His products
incorporate new and innovative cookware technologies. He is still in the early stages of establishing the
business and has decided to seek support with Kitchenation's legal documents and financing.

Question 11

Identify which of the following statements are correct about Sven seeking business support services.
(Select all that apply)

. Svenis seeking financial support with the financing of Kitchenation.

Il.  Svenis seeking mentorship support with the legal documents that need to be completed.
lll. Sven is seeking legal support with the legal documents that need to be completed.
Question 12

Identify which of the following are ways that financial support services or legal support services could assist
Sven with his new business. (Select all that apply)

. Financial support services could assist in determining Kitchenation's taxation obligations.

Il.  Financial support services could assist in acquiring Kitchenation's intellectual property.

Ill. Financial support services could assist in paying all of Kitchenation's employee entitlements.
IV. Legal support services could assist in drawing up Kitchenation’s contracts.

V. Legal support services could assist in constructing and maintaining Kitchenation's website.

Exam-style

Question 13 (1 MARK)

Define the term ‘informal network’.

Question 14 (2 MARKS)

Identify one business support service and outline how it can assist a business.

Question 15 (2 MARKS)

Outline how technological support services can assist a business.

Question 16 (3 MARKS)

Explain the importance of business support services when planning a business.
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Question 17 (2 MARKS)

Lori is the owner of Coder, a new online platform where individuals learn computer programing skills. Lori
has no prior experience in operating a business and lacks management skills, so she has decided to seek out
a business mentor for guidance.

Explain how a business mentor could assist Lori as a new business owner.

Question 18 (4 MARKS)

Sven is starting a new business, Kitchenation, that sells specially designed pots and saucepans. His products
incorporate new and innovative cookware technologies. He is still in the early stages of establishing the
business and has decided to seek support with Kitechenation's legal documents and financing.

Identify two business support services that Sven is seeking and outline how both can assist him with his
new business.

Testing previous knowledge

Question 19 (3 MARKS)

Define the term 'overdraft facilities’. Outline how financial support services can assist businesses wanting
to use overdraft facilities as a source of finance.
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ZI Business planning

When you write an essay,
most teachers would
suggest that it is best to plan
before you start. You could
brainstorm ideas, draft an
outline of the structure, and
establish your contention.
This process is similar to
business planning. It is
important for a business
owner to plan business
goals and identify the steps
that need to be taken to
achieve them.

KEY DEFINITIONS

Business planning is the
process of establishing

a business's goals and
developing strategies

to achieve them.

A business plan is a
document that outlines

a business's goals and
objectives, as well as
strategies to achieve them.
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STUDY DESIGN DOT POINTS

e planning analysis tools to assist in determining the strengths and weaknesses of decisions
regarding changing internal factors, such as SWOT analysis

e overview of business plans, including the benefits of using them and an outline of their
key features

2A 2B 2C 2D 2E 2F 2G 2H 2 2)

—):)
|

Business plans [§F24 [0k (PR Pl SWOT analysis

Benefits of business plans 0/~

Lesson introduction

Business planning is the process of establishing a business’s goals and developing strategies

to achieve them. A well-established plan can allow a business to clearly construct a path towards
achieving its desired objectives. The environment that a business operates in is unpredictable
and constantly changing. Therefore, it is important for business owners to plan before they
begin operating, as well as continuously plan throughout the lifetime of the business. Businesses
can utilise numerous methods to plan for the achievement of their goals and objectives, and the
internal and external factors affecting their operations.

Business plans 12101

A business plan is a document that outlines a business’s goals and objectives, as well as
strategies to achieve them. Creating a business plan is essential when starting a business.
Business plans should be flexible and continuously evolve and adapt to a business’s vision,
goals, and internal and external environment. Business plans aim to define the direction of
a business and keep it focused on achieving its business objectives.

Business owners

Supporting documents Executive summary

Corporate social reponsibility Product

Financial plan Marketing plan Operations plan

Figure1 Key features of business plans

Business plans aim to provide a clear direction for the achievement of business objectives.
As every business is different, the features of a business plan will vary from business to
business. The features of a business plan may also change depending on a business’s legal
structure, business model, resources, and finances available.

Business plans are typically constructed by the owners or senior managers of a business. When
constructing a business plan, owners and managers are likely to obtain input and suggestions
from individuals from the relevant areas of the business. Having a business plan can enable the
business to effectively adapt to change and manage any emergencies and crisis situations that
may occur.
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Table 1 Construction of the features in a business plan

Executive
summary

Business brand

Business owners

Product

Operations plan

Marketing plan

Financial plan

Corporate social

The executive summary is an overview of the business plan that is
included at the beginning of the report. It will provide a brief description
of a business’s philosophy, the products being sold, and the strategies

to achieve business objectives.

The business brand section within a plan outlines what a business believes
to be its vision, and what sets it apart from other businesses. Features

outlined in this section could include the business’s name, logo, and slogan.

A business plan should outline the owners’ roles and responsibilities,
as well as their skills, qualifications, and past experiences. This description
provides an understanding of the individuals leading the business.

This section provides a detailed description of the products that a business
plans to or is currently offering. Possible innovations and competitive
advantages would also be stated. The product section would also estimate
customer demand and outline the price of the product.

The operations plan provides details of a business’s production process,
including suppliers, inventory, and equipment. The location and facilities
to be used for the business’s operations could also be stated.

The marketing plan outlines a business’s marketing strategy when it is
starting up and operating. The strategy could state who a business is
wanting to sell its products to, how a business aims to compete against
competitors, and how it plans to promote its products.

The financial plan evaluates the financial feasibility of a business.

It estimates a business’s initial and ongoing costs, as well as sales and cash
flow. The financial objectives of a business are also included to establish
clear goals in terms of revenue and profit.

The CSR section outlines how a business plans to maximise its positive

responsibility community impact and minimise its environmental damage by

(CSR) implementing sustainability strategies.

Supporting The supporting documents section includes the evidence and additional
documents documents that a business may need to qualify its planned business

THEORY IN ACTION

Business plans

Elanor has developed a plan to help Veteran Fitness'
desired business goals and objectives. Her business
plan includes a mission statement that highlights |

high-intensity exercise sessions to customers. Elanor’s
background of being an ex-army veteran and having

strategies and decisions. The documents could include licences,
qualifications, contracts, and advertising material.

ADDITIONAL TERMS

A philosophy is the
beliefs and attitudes that a
group or individual wants
to uphold.

A slogan is a memorable

phrase that is used by
a business in advertising.

4 LESSON LINK

Corporate social
responsibility will be
covered in further detail
in 2J CSR for business
planning.

Business plan

Veteran Fitness’ purpose, detailing a focus on training H /‘_}\ :
retired servicemen and women to become fitness - =
instructors with the appropriate skillset to provide — I E& A [J

//\Q'

personal training qualifications is documented in the
‘business owners' section of her plan, as it highlights
her experience in the field.

a5

Figure 2 Elanor created a business plan

before starting Veteran Fitness

%

ACTIVITY

Business plans

In small groups, come

up with an idea for your
new business venture.
Write a business plan and
ensure that all features
are included. Using
subheadings is a good
idea for structuring your
business plan.

You can even divide up
the plan so each person
writes a few different
features, however, it is
important that you are all
on the same page about
your new business and its
philosophy and objectives.
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Benefits of business plans 1.210.

Table 2 Benefits of business plans

Business e Business plans help owners assess whether the business is viable and
determine if it can successfully operate.

e Business plans help a business establish its goals and objectives.

e Business plans help owners gain a better understanding of the industry, market,
competitors, and customers.

e Business plans can be used as a potential benchmark to review business
performance.

Employee e Employee performance may improve as they are provided with clearer
direction and understanding of the business and its objectives.

Time e The business can save time in the future by planning ahead for possible
business crises and emergencies.

Money e Business plans help a business obtain external financing as financial
institutions and investors will look at the business plan to determine whether
the business is financially viable.

¢ Reduces unnecessary spending as realistic estimates of the costs can be planned.

SWOT analysis 1292

Businesses can use numerous tools during the process of business planning. Planning analysis
KEY DEFINITIONS . . . .

tools allow business owners to understand their present situation and prepare for the future.
A SWOT analysis is a Effective use of planning tools can provide businesses with a clear direction regarding the specific
planning analysis tool that goals or objectives they wish to achieve and the course of action required to achieve them.

helps a business identify
its internal strengths and
weaknesses, as well as any
external opportunities

and threats.

A SWOT analysis is a planning analysis tool that helps a business identify its internal strengths
and weaknesses, as well as any external opportunities and threats. A business can undertake a
SWOT analysis to determine the current position of a business and assist in planning the business’s
future. A SWOT analysis identifies the strengths of a business that should be maintained and
weaknesses that should be minimised in the internal business environment. Additionally,a SWOT
analysis also identifies opportunities that a business should take advantage of, and threats to its

ADDITIONAL TERMS performance that should be addressed, that occur in the business’s external environment.

A planning analysis tool

is a process that analyses . .
. Strengths . Great business reputation.
hon the.busmess can . Highly trained and qualified employees.
achieve its goals. = High quality goods and services.
. Advanced and updated technologies and facilities.
S . Positive and collaborative work environment and culture.
. Job security and stability.
f_:v . Plentiful resources, such as money and employees,
E so the business will not run out of these.
= Weaknesses . Poor business reputation.
. Unskilled and unmotivated employees.
. Poor quality goods and services.
w . Outdated technologies and facilities.
. Negative work environment and culture.
0 . High level of employees leaving the business.
. Insufficient resources, such as money and employees.
Opportunities . Creation of new goods or services.
. Changing customer needs.
A A . Improving economic conditions.
o) m . New and advanced technologies available.
c_:v . Expansion and growth opportunities to new locations.
g Threats . Competitors improving their strategies for development.
L . Changes in customer tastes and preferences.
. Declining economic conditions.
T . Developments in technology.
. Changes with current location, such as increased rent costs.

Figure 3 Examples of a business's internal strengths and weaknesses, as well as external opportunities and threats
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EXTENDED REAL WORLD EXAMPLE

SWOT analysis

Founded in 1892, the Coca-Cola Company is an American multinational beverage company that manufactures, sells, and markets soft
drinks, water, coffees, and teas. The Coca-Cola Company's beverage portfolio has expanded to more than 200 brands. Each day, over
1.9 billion servings of the Coca-Cola Company's drinks are consumed in more than 200 countries.

The Coca-Cola Company could use a SWOT analysis to recognise its current business position, as well as plan for the future of the company.
The strengths of the Coca-Cola Company could be the:

e Wide range of products
The Coca-Cola Company has over 200 brands worldwide. This means the company has access to a larger customer base with its
diverse products, and means that they have a high level of power within the market. Examples of the Coca-Cola Company'’s products
include Fuzetea, Schweppes, and Powerade.

e Large market share
In 2020, the Coca-Cola Company had around 44% of the US carbonated beverage market share. The brand’s high percentage
of market share means that it is very difficult for competitors to compete.

e Brand recognition
With its red logo, Coca-Cola is one of the most recognisable brands in the world. In 2021, Coca-Cola's brand was valued at $87.6
billion US dollars. This is an advantage to the company as it makes it difficult for competitors to compete. Additionally, any product
that the brand invests in and launches is likely to gain visibility and attract customers very quickly.

e High-quality products and secret recipes
The Coca-Cola Company’s most well-known drink is the Coca-Cola soft drink. It is a secret recipe that the brand prides itself on and
it is difficult for competitors to replicate.

The weaknesses of the Coca-Cola Company could be the:

e Sugar substitutes
It is difficult for Coca-Cola to find a sugar substitute that is
suitable and will improve the quality of their product without
affecting its famous taste.

e Product diversification
Compared to Pepsi, Coca-Cola's biggest rival, the Coca-Cola
Company has low product diversification. Pepsi has launched
many snack items, such as Doritos and Lays, however, the
Coca-Cola Company only has products in the drinks industry.

The opportunities for the Coca-Cola Company could be the:

e Health trends
As consumers are much more health-conscious nowadays,
introducing new, healthier products with less added sugar
could be an opportunity for the Coca-Cola Company. This
would enable the company to gain an even larger market share,
as well as satisfy the needs and wants of more customers.

¢ Increase presence in developing countries
The Coca-Cola Company could expand further into countries
with hot climates where cold drink consumption is high.

Examples could be that they expand more into Middle Image: FoodAndPhoto/Shutterstock.com
Eastern and African countries. Figure 4 The Coca-Cola Company could conduct a SWOT analysis
to recognise its market position and plan for the future

The threats for the Coca-Cola Company could be the:

e Healthier alternatives on the market
If the Coca-Cola Company is unable to adapt and produce
healthy products, alternatives such as green juices, organic
drinks, and smoothies could take over some of its market share.
e Lack of recycling

Questions

1. Conduct some research online to find any other
opportunities or threats to the Coca-Cola
Company's operations.

The Coca-Cola Company is being sued by an environmental 2. How could the Coca-Cola Company plan to combat its
group for contributing to plastic pollution. The lawsuit details weaknesses?
that the company has misinformed the public about the 3. Isit more important for a business to analyse the
recyclability of its single-use plastic bottles. opportunities or the threats? Explain your reasoning.
Adapted from The Coca-Cola Company, ‘Our Company’, 2022, MK Toolbox Suite, 4. What do you think is the most difficult part of conducting
'3 Great SWOT Analysis Examples with Real Companies’, 2022, and Business a SWOT analysis?
Strategy Hub, ‘Coca Cola SWOT Analysis 2022, 2022 J
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ACTIVITY
SWOT analysis

Think of your favourite

ACTIVITY
SWOT analysis

Fill in the blanks in the table with the SWOT analysis component that is most relevant.

local business, for
example, your local cafe,
clothing store, or games

Example

SWOT analysis component (Strength,
Weakness, Opportunity, Threat)

store. Create a SWOT
analysis for this business.

Competitors copying the business's products.

Make sure you consider all Poor business reputation.

components of a SWOT
analysis, in the external

A high number of employees leaving the business.

and internal environments.

Cost of rent and amenities increasing.

Positive and safe work environment.

Growth opportunities to new locations overseas.

Development of new products.

-
Theory summary

achievement of business goals.

opportunities and threats.

Business planning can help ensure that the business’s vision aligns with its objectives and strategies that it sets out
to achieve. A business can utilise many methods to plan for business success.

* A business plan includes many different features and has the purpose to provide a clear direction for the

¢ A SWOT analysis can help businesses identify their internal strengths and weaknesses, as well as external

2l Questions

Theory review

Question 1

Effective business planning can increase the likelihood
of business success.

A. True
B. False

Question 2

Regularly updating the business plan is unnecessary, as planning
should only take place during the initial stages of starting
a business.

A. True
B. False

Question 3

Fill in the blank with one of the following terms:
® executive summary

® business brand

The includes a summary of the business plan.

Question 4

Fill in the blanks with the following terms:
e financial plan

® marketing plan

The outlines how the business will promote itself,
whereas the includes an estimate of sales revenue.

Question 5

A business plan can be beneficial in helping the business obtain
external sources of finance.

A. True
B. False

Question 6

Fill in the blanks with the following terms:
® internal

e external

The strengths and weaknesses in a SWOT analysis focus on the
business’s environment, whereas the opportunities
and threats focus on the business's environment.
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Question 7 Question 9

Fill in the blank with one of the following terms: The creation and development of new goods and services can
e astrength be identified as an opportunity in a SWOT analysis.

® an opportunity A. True

Having a positive and collaborative work environment and B. False

culture can be identified as ina SWOT analysis.

Question 10
Question 8 Planning tools, such as a SWOT analysis, are useful for
Fill in the blank with one of the following terms: interpreting the business's current position and future steps.
e weakness A. True
e threat B. False
Declining economic conditions can be identified as a
in SWOT analysis.

Preparing for exams
Case study skills

Question 11

Fadhila is starting Speedy, a business that sells specially-designed runners and activewear. Fadhila is in the
process of developing a business plan for Speedy, however, it is taking much longer than she expected.

Identify which of the following are benefits of Fadhila developing a business plan for Speedy.
(Select all that apply)

. Abusiness plan will help analyse Speedy's viability.

Il. A business plan can help Fadhila obtain external sources of finances to fund Speedy.

IIl. A business plan may be time consuming for Fadhila to create and continuously update.

Question 12

Brooklyn owns Brooklyn Bakes, a business that sells specialty cakes and baked goods. Brooklyn Bakes' goods
are of high quality and the business has an excellent customer service reputation. Brooklyn is thinking about
expanding the business to new locations and adapting to new consumer preferences, such as low sugar
options. However, the business lacks new baking technologies that other competitors have. Brooklyn is also
very controlling, which has created a negative work culture.

Identify which of the following statements are true or false about using a SWOT analysis at Brooklyn Bakes.

True False

. The high-quality products that Brooklyn sells can be identified as a | |
strength in a SWOT analysis.

Il. Expanding Brooklyn Bakes to new locations can be identified as a | |
weakness in a SWOT analysis.

lll. The negative work culture at Brooklyn Bakes can be identified as an O O
opportunity in a SWOT analysis.

IV. The lack of new baking technologies at Brooklyn Bakes, which other | |
competitors have, can be identified as a threat in a SWOT analysis.

V. Brooklyn Bakes adapting to new consumer preferences, such as low | |
sugar options, can be identified as an opportunity in a SWOT analysis.

VI. Brooklyn Bakes providing excellent customer service can be identified O O

as a strength in a SWOT analysis.
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Exam-style

Question 13 (1 MARK)

Define the term 'business plan'.

Question 14 (1 MARK)
Define the term 'SWOT analysis'.

Question 15 (2 MARKS)

Outline the marketing plan feature of a business plan.

Question 16 (2 MARKS)

Outline two examples of strengths in a SWOT analysis.

Question 17 (4 MARKS)

Describe two features of a business plan.

Question 18 (4 MARKS)

Fadhila is starting Speedy, a business that sells specially-designed runners and activewear. Fadhila is in the
process of developing a business plan for Speedy, however, it is taking much longer than she expected.

Explain two benefits of Fadhila developing a business plan for Speedy.

Question 19 (4 MARKS)

Brooklyn owns Brooklyn Bakes, a business that sells specialty cakes and baked goods. Brooklyn Bakes' goods
are of high quality and the business has an excellent customer service reputation. Brooklyn is thinking about
expanding the business to new locations and adapting to new consumer preferences, such as low sugar
options. However, the business lacks new baking technologies that other competitors have. Brooklyn is also
very controlling, which has created a negative work culture.

Apply a SWOT analysis to Brooklyn Bakes' current business situation.

Testing previous knowledge

Question 20 (2 MARKS)

Define the term 'business planning’. Outline why it is important for a business to consider the internal
environment when planning.
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2] CSR for business planning

STUDY DESIGN DOT POINT

e corporate social responsibility considerations and business planning

2A 2B

2C 2D 2E 2F

2G 2H 2l 2)

Corporate social
responsibility

Lesson introduction

Corporate social responsibility
considerations for planning

Businesses not only need to consider factors that directly impact their profit, such as their
legal structure, model, location, and resources, but they also need to plan how to demonstrate
corporate social responsibility (CSR). Business owners can control the decisions they

make during planning to ensure the business is demonstrating its commitment to social
responsibility, therefore, CSR is an internal factor within the business planning stage.

Corporate social responsibility 1211

Corporate social responsibility (CSR) is the ethical conduct of a business beyond legal
obligations, and the consideration of social, economic, and environmental impacts when
making business decisions. As society becomes increasingly aware of business activities and
CSR considerations, business owners are expected to demonstrate a commitment to socially
responsible operations. For businesses to survive and remain competitive, they must go beyond
legal requirements and display consideration for society and the environment. Therefore,
businesses should plan initiatives that demonstrate a commitment to CSR.

Table 1 Advantages and disadvantages of CSR

Business

Employee

Time

Money

Advantages

Demonstrating a commitment

to CSR can result in a positive
business reputation which may
attract more customers.
Implementing CSR practices may
attract highly skilled employees
who value ethical conduct and are
committed to achieving business
objectives.

Employees typically prefer to work
for businesses that are socially
responsible and, therefore, are likely
to be more motivated and loyal.

After CSR practices are
implemented, resources are used
more productively, therefore
production processes may become
more efficient.

Customers may be willing to
pay more for goods and services
produced by a business with

a strong commitment to CSR.

Disadvantages

A constant focus on CSR and
implementing strategies to benefit
society and the environment

may shift focus away from

other business tasks, impacting
productivity levels.

It can be time-consuming to train
employees to implement CSR
practices and processes.

CSR practices can be expensive for
a business to initially implement.

In the modern world, it is
not enough for businesses
to purely focus on making
a profit. Businesses must
also consider the impact of
their operations on society
and the environment.

How can a business do
this? What factors should
be considered during
business planning?

.

KEY DEFINITIONS

Corporate social
responsibility (CSR)

is the ethical conduct
of a business beyond
legal obligations, and
the consideration of
social, economic, and
environmental impacts
when making business
decisions.

KI.ESSON LINK

Corporate social
responsibility will be
covered in more detail
in 3H Corporate social
responsibility (CSR).
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Corporate social responsibility considerations
for planning 1212

In order to be socially aware and responsible, businesses should actively plan their CSR

LESSON LINK initiatives. When planning to implement CSR initiatives, businesses should consult their
Stakeholders were stakeholders to understand what they expect and value. To do so, businesses can organise
introduced in 2A The meetings and conduct market research to determine what their stakeholders desire.

internal environment and For businesses to maintain positive relationships with their stakeholders, they should display
the external environment. integrity and be honest about their CSR practices. As decisions about CSR can significantly

influence decision-making and resource requirements, it is important that business owners
regularly re-evaluate and thoroughly plan their CSR practices. Demonstrating a strong
commitment to operating in a socially responsible manner can assist a business to establish
a positive reputation and remain competitive.

Table 2 CSR considerations for business planning

Sourcing sustainable Businesses should plan to e Sourcing inputs locally.
resources choose raw materials that e Materials have not undergone
are from sustainable sources. animal testing.
Resources should come from o Noduik lbeus fs ved
suppliers who operate ethically i@ albiin maierE,

and align with the business’s

A e No dangerous and unfair
commitment to CSR values.

conditions of work, such

Image: stocksre/Shutterstock.com as sweatshop labour.
Planning to sell Businesses should plan e Limited packaging.
environmentally to sell products that are e Recyclable packaging.
responsible products environmentally sustainable. e Reusable packaging.

The business should aim
to limit the negative impact
that the products have on the

environment.
Image: Dr. Victor Wong/
Shutterstock.com
Providing supportive Businesses should plan to go ¢ TFlexible work arrangements,
conditions of work beyond the minimum legal such as working from home.
g requirements for the workplace e Free medical check-ups.
environment. They should e Mental health services, such

aim to exceed the minimum
wages and salaries and provide e Free exercise and meditation
additional benefits to promote

) lbei classes and programs.
employee wellbeing. )
lieyges Moo Zeltan/ S & e Wages and salaries that exceed

Shutterstock.com .. .
the minimum requirements.

as counselling,.

Fair employment Businesses should plan e Employ people who live with
to provide employment to mental or physical disabilities.
disadvantaged groups of people. ° Emp]oy peop]e from
Businesses should also plan Indigenous communities.
to implement policies ensuring o Employment policies to

that no discrimination occurs hafireie diserhifinaten

Image: Rawpixel.com/ during the hiring process. on issues such as gender,
Shutterstock.com ethnicity, and age.
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REAL WORLD EXAMPLE

Corporate social responsibility considerations for planning : z

The Fairtrade Mark is the most globally-recognised, ethical label and it identifies only Fairtrade-

certified products. To obtain the Fairtrade Mark, products must meet the internationally agreed social,
environmental, and economic Fairtrade Standards, and the business must undergo an application
process outlining its supply chain. The Fairtrade Marks are registered certification marks and trademarks
owned and licensed by Fairtrade International. Choosing to buy products that are Fairtrade means that
you are supporting farmers and workers to improve their lives and their communities. Fairtrade aims FAIRTRADE

to provide farmers with fairer prices and conditions of trade, while also funding education and healthcare F———
facilities in their communities. The Fairtrade Mark on products indicates that a business is being socially

responsible and is obtaining resources from ethical sources. Some examples of Fairtrade-certified Image: ricochet64/Shutterstock.com
products in Australia include Ben & Jerry's ice cream, Pico chocolate, and Macpac. Figure1 The Fairtrade Mark

on products is an indicator of a
Adapted from Fairtrade, ‘What is Fairtrade?’, n.d. and Fairtrade, ‘Fairtrade Products’, n.d. socially responsible product
ACTIVITY

Corporate social responsibility considerations for planning

Decide whether the following items are examples of corporate social responsibility considerations. For those that aren't, provide
a reason as to why not and explain how a business could turn it into a more socially responsible consideration. The first row has
been filled out for you as an example.

Example CSR consideration: | If no, explain how a business could become
Yes/No socially responsible.
Paying employees minimum wage. No The business could demonstrate a commitment

to CSR by paying employees wages that exceed
the minimum requirements.

Using recyclable packaging for products.

Sourcing cheaper products from overseas.

Choosing suppliers who use child labour.

Providing employees with mental and physical
wellbeing programs.

The business employs people who live with
mental or physical disabilities.

Packaging the product with unnecessary amounts
of plastic.

The business not being accommodating to those
who need flexible hours to pick up their children.

Theory summary

The public now expects businesses to go beyond legal obligations to promote the wellbeing of society and the environment.
Businesses should plan to implement initiatives that display CSR in order to remain competitive in the market. Businesses
should regularly assess how their operations impact the environment and society’s health and welfare, as well as demonstrate
an ethical concern for their employees.
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2J) Questions

Theory review

Question 1 Question 4

It is a legal requirement for businesses to demonstrate Paying employees their required wage or salary should

a commitment to CSR. be considered when planning for corporate social responsibility.
A. True A. True

B. False B. False
Question 2 Question 5

Fill in the blank with one of the following terms: Fill in the blank with one of the following terms:

® positive e Having Fairtrade products

® negative e Testing products on animals
A socially responsible business can build a is an example of a way that businesses can
reputation amongst its customers. be socially responsible.
Question 3 Question 6
Considering a commitment to CSR during business planning Stakeholders should be consulted in the process of planning the
is not important for businesses that have the core objective implementation of CSR initiatives.
of making a profit. A. True
A. True B. False

B. False

Preparing for exams

Case study skills

Question 7

Karan is the owner of Craft Chocolatiers, a successful chocolate company that sells its chocolates in many
countries across the world. In the past, Craft Chocolatiers has failed to demonstrate that it is a socially
responsible business. Karan is now planning ways that the business can display corporate social responsibility.

Identify which of the following are corporate social responsibility considerations that Karan could implement
when planning. (Select all that apply)

. Karan could choose socially responsible suppliers for Craft Chocolatiers cocoa beans.
Il.  Karan could focus on providing employees with their minimum wage requirements.
lll. Karan could implement flexible conditions of work, such as working from home.

IV. Karan could choose to obtain cocoa beans that are Fairtrade.

V. Karan could focus on paying business debts.

Exam-style

Question 8 (1 MARK)

Define corporate social responsibility.

Question 9 (2 MARKS)

Describe the importance of considering corporate social responsibility during business planning.

Question 10 (4 MARKS)

Explain two corporate social responsibility considerations that can be addressed during business planning.
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Question 11 (4 MARKS)

Karan is the owner of Craft Chocolatiers, a successful chocolate company that sells its chocolates in many
countries across the world. In the past, Craft Chocolatiers has failed to demonstrate it is a socially responsible
business. Karan is now planning ways that the business can display corporate social responsibility.

Propose and outline two corporate social responsibility considerations that Craft Chocolatiers could consider
during its business planning.

Testing previous knowledge

Question 12 (3 MARKS)

Define the term ‘labour resources’. Explain two corporate social responsibility considerations that a business
should consider when planning its labour resources.
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Unit 1 AOS 2 review

The internal environment

AOS summary

This chapter introduced the second area of study (AOS) of the VCE Units 1 and 2 Business Management course.
In this chapter, you learnt about the internal and external business environments and the relationship between
them. You also learnt about different types of businesses, business models, and locations, as well as the resources
a business requires to operate and the considerations associated with purchasing or establishing a business.
Finally, you learnt about how a business can source its finances, gain support, and plan for the future, whilst also
considering corporate social responsibility.

Lesson 2A The internal environment and the external environment covered the two different environments
in which a business operates and the relationship between them. The two business environments are:

e The internal environment

e The external environment

- Macro factors
- Operating factors.

Lesson 2B Types of businesses covered the different types of businesses and the factors a business owner may
consider when choosing a business structure. The six different types of businesses are:

e sole trader

e partnership

¢ private limited company

e public listed company

e social enterprise

e government business enterprise.
Lesson 2C Types of business models covered the different types of business models a business owner can adopt
when planning and establishing their business. The six different types of business models are:

e online business

¢ direct-to-consumer business

e bricks-and-mortar business

e franchise

e importer

e exporter.

Lesson 2D Purchasing vs establishing a business covered the costs and benefits of purchasing an existing business
compared to those associated with establishing a new business.

Lesson 2E Business resource needs covered the different resources a business requires to operate and the factors
that may affect the use of these resources. The three different types of resources are:

* natural resources

e labour resources

 capital resources.
Lesson 2F Business locations covered the different locations in which a business owner can choose to establish their
business and the factors that may affect their choice of location. The four different types of business locations are:

* shopping centres

¢ shopping strips

e home businesses

¢ online businesses.
Lesson 2G Sources of finance covered the various sources of finance available to support the establishment of
a business and the factors that may influence which source is chosen. The four different sources of finance are:

e equity capital

e debt capital

e grants

e overdraft facilities.
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Lesson 2H Business support services covered the different ways a business owner can seek support throughout
a business’s establishment and operation. The seven support services available to a business owner are:

.

legal support services

financial support services
technological support services
community-based support services
formal networks

informal networks

business mentors.

Lesson 21 Business planning covered the concept of a business plan and the benefits of creating a business plan
when operating a business. You also learnt about the use of a SWOT analysis as a planning analysis tool to analyse
a business’s internal strengths and weaknesses, as well as its external opportunities and threats.

Lesson 2J CSR for business planning covered the concept of corporate social responsibility (CSR) and the advantages
and disadvantages of considering CSR within a business. You also learnt about the different CSR considerations
a business owner can address during business planning to ensure the business’s activities positively impact society.

l One of the main

decisions a business

Types of businesses:

= sole trader

= partnership

= private limited company
= public listed company
social enterprise
government business
enterprise

during business
planning is what
type of business
they will adopt

The type of business
structure a business owner
adopts may detemine the
type of business model
they choose

Types of businesse models:

® online business

= direct-to-consumer business
= bricks-and-mortar business

owner should make

Business planning

A business owner must plan

for and address factors in the

internal and external business
environments.

v

The internal environment and
the external environment

All businesses should prioritise
addressing CSR considerations
during business planning

= franchise
= importer
= exporter

The type of business
model a business owner
adopts may limit the
number of business
locations available

Business locations:
= shopping centres
= shopping strips

* home businesses
= online businesses

4— |

The amount of finance
available to a business
may determine its
initial location

A business

owner should
determine where
they will initially

establish their

business

A business
owner should
consider how

they will finance
their business

A

Sources of finance:
= equity capital
= debt capital

* grants

y

l

CSR for business planning

Business support
services may allow
a business to discuss
and develop ideas to
improve a business's
commitment to CSR

Business support services:
= |egal support services
financial support services
technological

support services
community-based
support services

formal networks

informal networks
business mentors

With the help of
support services,
a business can
determine where it
will source its finance

With the help of
support services,
a business can
determine its
resourcing needs and

&
<

Purchasing vs establishing
a business

= overdraft facilities

Purchasing an existing business may
provide a business owner with its
resourcing needs for the business

establish contracts

v

Business resource needs:
* natural resources

The type of business model a business
adopts may determine its resourcing needs

»

* labour resources
* capital resources
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AOS review activities

Review activity 1: Internal and external environment diagram

You have learnt about the two environments in which a business operates: the internal and external environment.
The external business environment consists of both operating and macro factors. It is important to remember the
different components of, and factors within, each environment and the relationship between the two environments.

2
=
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(@]
<
|:
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Copy the diagram into your notes. Fill in the diagram by identifying the factors within each business environment.
You may also consider how each factor can impact a business owner’s decisions when establishing and operating
their business.

Operating environment

Review activity 2: Types of businesses summary table

In this chapter, you have learnt about the different types of businesses that a business owner can choose between
when establishing their business. Understanding the characteristics of each type of business and the advantages
and disadvantages of each is important as it establishes fundamental knowledge for the Unit 3 and 4 Business
Management course.

Copy the following table into your notes. Fill in the table by describing the characteristics of the listed type of business,
including the number of owners, whether it is unincorporated or incorporated, and whether it has unlimited or limited
liability. Provide two advantages and two disadvantages for each type of business.

Type of business Characteristics Advantages Disadvantages

Sole trader

Partnership

Private limited company

Public listed company

Social enterprise

Government
business enterprise
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Review activity 3: SWOT analysis

During this area of study you were introduced to the concept of a SWOT analysis, which is a planning tool that
allows a business to identify strengths, weaknesses, opportunities, and threats. A SWOT analysis can enable a
business to reflect on and understand its current position in the market and determine its future plans and goals.

As senior school students, it is important to reflect on your own performance and create goals for the terms ahead.
Copy out the table into your notes. Conduct a SWOT analysis on your performance this year so far. Consider your
personal strengths and weaknesses as a student, such as your organisation, time-management skills, or work ethic.
Now, consider the external opportunities and threats that you may face. For example, an opportunity may be applying
for a leadership program at school, whilst a threat could be the distraction of your phone or social media. Both
opportunities and threats can impact your overall performance as a student, therefore it is important to identify and
plan for them.

After completing this activity, you may like to discuss your answers in small groups.

Strengths Weaknesses

Opportunities Threats

Unit 1 AOS 2 review questions

Contemporary case study

Useful tip

In the end-of-year VCAA examination for Units 3 and 4, it is likely that there will be a question asking you to refer

to a contemporary business case study. This section of the AOS review is designed to build your skills in answering
contemporary case study questions in year 11, so you are even more prepared for the exam at the end of Units 3 and

4. Refer to the section at the beginning of this textbook titled ‘What is a contemporary business case study?’ for more
information. For the following questions, you can refer to Jim's Mowing or any other business you feel confident writing
about as a contemporary business example.

Jim's Mowing

Jim's Mowing is an Australian gardening company that
was founded in 1982 and is currently the world's largest
mowing and garden maintenance franchise. Despite
initially starting out as a sole trader business that was
owned by current Chief Executive Officer (CEO), Jim
Penman, Jim's Mowing is now a private limited company
that is owned by the Jim's Group. The company provides
a range of services to customers, including lawn mowing,
hedge trimming, garden landscaping, rubbish removal,
and gutter cleaning. In order to remain successful, Jim's
Mowing has to consider factors in both the internal and
external environment throughout its operations. Figure1 Jim's Mowing uses a franchise business model

Continues »
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Jim's Mowing - Continued

Currently, Jim's Mowing has 1,500 franchisees across Australia in addition to networks in Canada, the United
Kingdom, and New Zealand. The company has experienced large success through its franchise business model,
servicing over 100,000 customers each year. New business owners have the opportunity to either establish a
completely new network of the Jim's Mowing franchise, or purchase and take over an existing franchise that is
for sale. When becoming a franchisee, Jim's Mowing provides new business owners with a 6-day training course,
financial services, and a personal coach that can provide support throughout the establishment of the franchise.

As a garden maintenance company, each Jim's Mowing franchise relies on natural, labour, and capital resources
to be successful. In terms of natural resources, the company relies on water for the gardens and fuel for its
equipment and vehicles. Furthermore, Jim's Mowing requires labour resources, in the form of employees,

who can perform mowing and gardening services for customers. Finally, capital resources, such as gardening
equipment and machinery, including chainsaws, whipper-snippers, and lawn mowers, are essential items that
Jim's Mowing's employees would need to use when providing services to customers.

Franchise owners have the opportunity to take the lead in their Jim's Mowing business. Consequently, it is
important for franchisees to undertake business planning and determine their personal goals for the gardening
business. Furthermore, Jim's Mowing franchisees can also address corporate social responsibility considerations
during business planning, including how the business will support employees, minimise the harm of its gardening
services on the environment, and use environmentally sustainable gardening products.

Adapted from Jim's Mowing, ‘About Us’, n.d.

Answer questions 1-4 with reference to the Jim's Mowing case study shown, or any other contemporary business
case study you have studied.

Question 1 (2 MARKS)

Using a contemporary business case study, outline how legal support services can assist a business.

Question 2 (3 MARKS)

Explain the relationship between the internal and external environment of a business. In your response, refer
to a contemporary business case study.

Question 3 (4 MARKS)

With reference to a contemporary business case study, discuss a private limited company as a type of business.

Question 4 (4 MARKS)

Identify two resources required for a business to operate and explain two factors that must be considered when
planning for these resources. In your response, refer to a contemporary business case study.

These questions are typical of Section A in the VCE Business Management exam.

Question 5 (10 MARKS)

Dal has recently launched an architecture firm, Here's the Drill, which is located in regional Victoria and specialises
in designing larger homes. Here's the Drill has two major competitors in the region, but Dal is aiming to establish
the firm securely in the market by building strong customer relationships through frequent client meetings. Dal

is the sole owner of Here's the Drill and has recently hired three employees to work full-time at the firm.

a. Define the term ‘external environment’. (1 MARK)
b. Outline two factors to consider when using overdraft facilities as a source of finance. (2 MARKS)

c. Define labour resources and explain one factor Dal should consider when planning Here's the Drill's labour resources.
(3 MARKS)

d. Compare Dal's choice of business structure with that of a partnership. (4 MARKS)
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Question 6 (15 MARKS)

Mona and Lisa recently finished VCE and both started studying computer science at university. During their
studies, Mona and Lisa have noticed that there is a lack of women within the computer science industry. Therefore,
they have decided to launch their own social enterprise, Vinci, that aims to teach female high school students how
to code. They have chosen to establish the business online, through interactive workshops and workbooks that
customers can progress through at their own pace. Mona and Lisa are also planning to offer a discounted rate for
students who come from disadvantaged backgrounds.

a. Define what is meant by ‘online business’. (1 MARK)
b. Explain how a formal network could assist Mona and Lisa as new business owners. (2 MARKS)
c. Describe one benefit of Mona and Lisa developing a business plan for Vinci. (2 MARKS)

d. Explain one corporate social responsibility consideration Mona and Lisa could address during business planning.
Justify this CSR consideration for Vinci. (4 MARKS)

e. Define the term social enterprise and evaluate Mona and Lisa’s decision to operate as a social enterprise. (6 MARKS)

Question 7 (10 MARKS)

No Sugarcoating is a candy business that produces and sells confectioneries in Australia, and is well known for

its unique, colourful packaging and adventurous stores with interactive games and activities. The owner of No
Sugarcoating, Coen, is currently considering expanding his stores into an overseas market. However, he is concerned
about the viability of financing this expansion.

a. Define equity capital as a source of finance. (1 MARK)
b. Outline two advantages of establishing a new business. (2 MARKS)

c. Outline one advantage and one disadvantage of shopping centres as a location to expand No Sugarcoating
overseas. (2 MARKS)

d. Define SWOT analysis and explain how Coen could apply this planning analysis tool at No Sugarcoating. (5 MARKS)
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The external environment consists of all elements outside

a business that may act as pressures or forces on business
operations. Students consider factors from the external
environment such as legal, political, social, economic,
technological, global and corporate social responsibility
factors and the effects these may have on the decisions made
when planning a business.

Outcome 3

On completion of this unit, the student should be able to
describe the external environment of a business and explain
how the macro and operating factors within it may affect
business planning.

Reproduced from VCAA VCE Business Management Study Design 2023-2027
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Unit 1 review

KEY KNOWLEDGE

an overview of the factors within the external (macro and
operating) environment that affect business planning

an overview of key legal and government regulations
affecting businesses in the planning stage

societal attitudes and behaviour such as values, beliefs
and trends

economic conditions such as interest rates, employment
levels, tax rates and levels of consumer confidence
technological considerations such as how the market
may change in the future and how businesses adapt

to developments in technology

global considerations such as overseas competitors,
overseas markets, offshoring of labour, exchange rates,
patenting, copyrights, trademarks and online sales
corporate social responsibility considerations related to
business planning, such as environmental considerations
and planning for socially responsible production of goods
and services

customer needs and expectations

competitors’ behaviour

suppliers of business resources and considerations
regarding the supply chain, such as from where resources
are sourced and how they reach the business

special interest groups such as environmental lobby
groups, business associations and unions
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3A The external environment

If a business neglected

its customers' wants

and needs, or ignored

the current legal and
government regulations,
do you think this business
would be successful?
Probably not! These are just
some of the factors within
the external environment
that all businesses

should consider during
business planning.

BRE & ‘e
g " 6
o @~

KEY DEFINITIONS

Business planning is the
process of establishing

a business's goals and
developing strategies

to achieve them.

The external environment
involves the surrounding
factors that can impact

a business, which it has
minimal control over.

Macro factors are social,
legal, technological, global,
and economic conditions
that a business operates

in and has no control over.
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STUDY DESIGN DOT POINT

e an overview of the factors within the external (macro and operating) environment that affect
business planning

3A. 38 3 33 3 3F 3G 3H 3 3 3K 3L
O p

External environment

Operating factors

Macro factors

Lesson introduction

Business planning is the process of establishing a business’s goals and developing strategies

to achieve them. During business planning, a business should consider the environment that

it operates in as there are many unpredictable factors that can directly impact the business.

For a business to be successful, owners must understand how external conditions can positively
and negatively impact the business’s performance. Once the effects of these conditions are
understood, the direction of a business can be carefully planned.

External environment 1311

The external environment involves the surrounding factors that can impact a business,
which it has minimal control over. These factors can be categorised as either macro or
operating factors. Businesses need to consider both macro and operating factors when
planning and making business decisions. Assessing these factors can equip businesses
to make better and more informed decisions.

THEORY IN ACTION

External environment

cYo (o)
L S fpefafl'/; During the launch of DevTech, Vanessa decided to
fad.o a(’(ol_s /4 analyse the factors within the external environment,

which consists of both macro and operating factors.
Looking at factors that DevTech has little to no
control over has allowed Vanessa to gain a better
understanding of the app development and design
industry. With this information, Vanessa feels that
she will be able to make better and more informed
decisions when planning DevTech, increasing the
likelihood that her app development business will
achieve success.

Figure1 Vanessa considers the external
environment during the planning of DevTech

Macro factors 13..2

Macro factors are social, legal, technological, and economic conditions that a business
operates in and has no control over. These factors are constantly changing, meaning business
owners and managers should try to predict these changes and account for them during
business planning. Understanding and responding to macro factors properly is important

as they can have a significant impact on the activities and success of a business.
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3A THEORY

Figure 2 Anoverview of the macro factors that can have an impact on business performance

EXTENDED REAL WORLD EXAMPLE

Macro factors

Qantas is Australia's largest domestic and international airline and offers flights to over 90 destinations. During business planning,
Alan Joyce, Qantas’ current CEQ, has demonstrated a strong understanding of the macro environment as he continually undertakes
actions to respond to these factors.

e Asthe laws and regulations in Australia, as well as across
the globe, are constantly changing, Qantas ensures it is
compliant by continuously updating its policies and practices.
In particular, as each country around the world has different
laws in place to deal with COVID-19, Qantas must ensure it is
aware of and upholds the relevant regulations in each country
it travels to. For example, as of 2022, some countries still
require masks to be worn in the airport.

Qantas has considered societal attitudes towards
maintaining good hygiene to reduce the chances of
contracting COVID-19 and other illnesses by ensuring
staff follow strict hygiene protocols. For example, Qantas
implement regular and enhanced cleaning policies in
frequently visited areas in its lounges.

As consumer confidence levels related to travel after the
pandemic have decreased due to economic conditions in
Australia, Qantas has offered all its Australian members a
$50 voucher to use on their next flight.

As technology is continuously advancing, Qantas invests in
technological developments, such as data collection, cloud
computing, and intelligent analytics to keep up to date with
society's increased reliance on technology.

As Qantas operates in many overseas markets, in 2022, the

airline announced that it would be offering a direct flight

between Australia and New York to offer more convenience Image: Peter Gudella/Shutterstock.com

to customers travelling between these two destinations. Figure 3 Qantas considers macro factors during business planning

Qantas' goal to become the global aviation leader in
environmental sustainability demonstrates its consideration Questions
of corporate social responsibility during business planning.

1. What do you think would happen if Qantas did not
Overall, Qantas’ responsiveness to these changing macro factors consider each macro factor?

in the external environment contributes to the airline's survival, 2. Which factors do you believe are the most important?
as well as its success. As macro factors are constantly changing, Why so?

Qantas must ensure it continues to monitor these factors to

remain Australia’s largest airline. 3. Can you think of other ways Qantas would consider

macro factors during business planning?

Adapted from Qantas, ‘Qantas Group’, 2022
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Operating factors 1313

KEY DEFINITIONS Operating factors are the primary external factors impacting a business that it has some control
over. These factors involve the external stakeholders that businesses closely interact with. Each
Operating factors are the stakeholder can have a direct effect on a business and its activities. It is important that a business

primary external factors monitors the behaviour of its various stakeholders and creates ways to meet their needs.
impacting a business that
it has some control over.

Customer needs Competitors’
and expectations behaviour
ADDITIONAL TERMS
Stakeholders
are individuals, groups, .
or organisations who have Operating
. . factors
a vested interest in the
performance and activities
of a business.
Special interest Suppliers and
groups the supply chain

Figure 4 Anoverview of the operating factors that can have an impact on business performance

ACTIVITY

External environment

Damita has recently resigned from her previous job as a sales assistant at Just Silks, a business selling women'’s silk clothing. Damita
has decided she wants to start her own business selling children's cotton pyjamas. During business planning, Damita considers a variety
of factors in the external environment.

Determine if the following considerations are examples of factors within the macro or operating environment:

When planning what type of clothing she will sell, Damita researched current customer needs in the clothing market and determined
there is high demand for children’s cotton pyjamas.

Damita hired a legal professional to inform her of the current legal and government regulations that she must follow when opening
her business.

Damita researched the technology needed to produce her children’s cotton pyjamas to keep up with current demand and
remain competitive.

In order to demonstrate her commitment to corporate social responsibility, Damita has decided to implement
environmentally-sustainable packaging for the cotton pyjamas.

Damita has selected an appropriate supplier of high-quality cotton to produce her pyjamas.

After analysing her competitors, Damita decided that the appropriate selling price for her pyjamas would be similar to her
competitors also selling cotton pyjamas.

Damita decided to open an online store to sell her pyjamas in the overseas market for children’s cotton pyjamas.

Theory summary

There are various factors outside of a business’s internal environment that can impact a business and its practices.
For businesses to perform optimally, managers and owners need to thoroughly assess the external business environment
when planning.

Table 1 Similarities and differences between macro factors and operating factors

Similarities Differences

Both macro and operating factors are a part of the The business has some control over operating factors,
external environment. whereas, it has no control over macro factors.

Failure to recognise and plan for both macro and operating Operating factors are specific to each business, whereas,
factors can have repercussions on the success of a business. macro factors are non-specific and impact all businesses

The external environment consists of macro and operating factors outside of the business which a business has little
to no control over.

Macro factors are the external conditions that the business has no control over.

Operating factors are the external conditions that the business has some control over.

in an industry.
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3A Questions

Theory review

Question 1 Question 4
A business has no control over factors in the external environment. Operating factors include the external stakeholders that
A. True businesses closely interact with.
B. False A. True
B. False

Question 2

The external environment is comprised of: Question 5
A. macro and operating factors. A business should consider operating factors during business

B. macro factors, but not operating factors. planning because they have:

A. no effect on a business and its activities.

Questi 3 B. adirect effect on a business and its activities.
uestion

Some examples of macro factors in the external environment

include: (Select all that apply) Question 6
. competitors’ behaviour. A business should consider factors in the external environment
. s . . during busi lanning.
Il. corporate social responsibility considerations. uring business planning
) . . A. T
Ill. societal attitudes and behaviour. rue
B. False

Preparing for exams
Case study skills

Question 7

After graduating from school, Thiago wants to open his own business selling sporting equipment. He has never
run a business before but understands there are a variety of factors he must consider during business planning.

Identify which of the following statements are correct about factors within the external environment that

affect Thiago's business planning. (Select all that apply)

. Thiago must consider macro factors as they are constantly changing, meaning he must try and predict
these changes and incorporate them during planning.

Il.  Thiago only needs to consider macro factors, but not operating factors, when planning his sporting
equipment business, as operating factors will not impact Thiago at all.

Ill.  Thiago must consider operating factors because monitoring the behaviour of external stakeholders will
assist him in understanding and creating ways to meet their needs.

Question 8

Jovani has decided to open his own café in St Kilda. He wants to sell coffee, pastries, and a variety of sandwiches
to customers. Jovani has already decided on a coffee bean supplier and is completing interviews to hire
employees to work at the café.

Identify which of the following is a correct statement about Jovani considering operating factors when

planning his café.

A. Jovanishould consider the needs and expectations of potential customers in the St Kilda area to ensure
the café sells the type of coffee, pastries, and sandwiches customers are likely to order.

B. Jovani should consider the legal and governmental regulations that are relevant to the café to ensure
it is compliant and avoids the possibility of receiving fines, suspensions, or even closure.
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Exam-style

Question 9 (1 MARK)

Define the term ‘business planning'.

Question 10 (1 MARK)

Define the term ‘external environment’.

Question 11 (2 MARKS)

Outline one similarity and one difference between macro and operating factors.

Question 12 (3 MARKS)

After graduating from school, Thiago wants to open his own business selling sporting equipment. He has never
run a business before but understands there are a variety of factors he must consider during business planning.

Explain how one factor within the external environment will affect Thiago's business planning.

Question 13 (3 MARKS)

Jovani has decided to open his own café in St Kilda. He wants to sell coffee, pastries, and a variety of sandwiches
to customers. Jovani has already decided on a coffee bean supplier and is completing interviews to hire
employees to work at the café.

Explain the importance of considering operating factors during business planning for Jovani.

Testing previous knowledge

Question 14 (3 MARKS)

Distinguish between the internal and external environment.

150 CHAPTER 3: EXTERNAL ENVIRONMENT



Back to contents

3B Legal and government regulations

STUDY DESIGN DOT POINT

e anoverview of key legal and government regulations affecting businesses in the planning stage

3A 3B 3C 3D

3F 3G 3H 3l 3) 3K 3L

‘F

Lesson introduction

=

Legal and government regulations
— 1.3.2.1.1 Employment laws and regulations
— 1.3.2.1.2 Environmental legislation
— 1.3.2.1.3 Industry regulations
— 1.3.2.1.4 Council regulations

L 1.3.2.1.5 Taxation requirements

Legal and government regulations are the laws (')
and rules made by parliaments and governments,

as well as decisions made by the courts. These

regulations guide businesses to uphold the safety

of the community and promote fair competition

within industries. If a business fails to comply with

these rules, it risks consequences such as receiving

fines, damaging its reputation, or forced closure.

With rules and laws being created and updated
regularly by federal, state or territory, and local
governments, business owners should continuously
monitor and consider how these regulations may

D

If we didn’t have rules

and laws, there would

be absolute mayhem in
society. People would be
able to do as they pleased
without any punishment.
Just as people must follow
the law, businesses must
also obey certain rules and
laws determined by the
government. It is essential
for every business to abide
by relevant regulations

to ensure that it is
operating legally.

KEY DEFINITIONS

Legal and government
regulations are the
laws and rules made

by parliaments and
governments, as well

as decisions made by
the courts.
Employment laws and
regulations are rules that
govern the relationship
between employers and
employees.

affect their business’s planning and operations.
ADDITIONAL TERMS

Employment laws and regulations 1.3.2.11 Wages are regular
payments of money earned
by employees in exchange
for work or services they
complete, typically paid

on a weekly, fortnightly,

or monthly basis.

Employment laws and regulations are rules that govern the relationship between employers
and employees. When hiring employees, business owners should consider relevant employment
laws and regulations. These rules outline the obligations employers and employees owe to one
another. Legislation protects employees by setting minimum wages and working conditions.
When planning a business, business owners must recognise their obligation to provide a safe
working environment for their employees. The Occupational Health and Safety Act 2004 and
the Occupational Health and Safety Regulations 2017 state the requirements that Victorian
businesses must fulfil to promote the wellbeing of employees and other people at work.
Employment legislation also protects employees against unfair dismissal and discrimination

in the workplace, and provides methods to resolve workplace disputes. In addition, employees
are required to follow the safety and workplace regulations outlined by their employers to avoid
breaking the law as well as the business’s rules.

Working conditions
are the terms that an
employee and employer
agree to, including job
responsibilities, hours
of work, dress code, and
leave entitlements.

Unfair dismissal
involves an employee
being dismissed for an
invalid or unjust reason.

LESSON LINK

Occupational health and safety will be covered in further detail in 6K Legal obligations for staffing.

A dispute is a conflict
between workplace
participants as a result
of a disagreement.
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REAL WORLD EXAMPLE

Image: Neale Cousland/Shutterstock.com

Figure1 Safe\Work
investigated a suspected
breach in employment laws
and regulations by Adelaide
Football Club during its 2018
pre-season camp

KEY DEFINITIONS

Environmental legislation
is the set of laws that

aim to preserve the
environment.

ADDITIONAL TERMS

Matters of national
environmental
significance are places or
entities that have natural
and cultural importance
and are protected by the
Environment Protection
and Biodiversity
Conservation Act 1999.

REAL WORLD EXAMPLE

Image: simon jhuan/Shutterstock.com

Figure 2 The Environmental
Protection Authority Victoria
investigates and punishes
businesses when a breach of
environmental legislation occurs

ACTIVITY

Environmental legislation

Employment laws and regulations

SafeWork Australia is an Australian government statutory agency established under the Safe Work
Australia Act 2008. In September 2021, SafeWork ruled that Adelaide Football Club had been cleared
of breaching any work health and safety laws during its AFL pre-season camp in 2018, concluding there
was ‘no breach of the Work, Health and Safety Act’. Investigations into the club commenced in 2020
after reports emerged regarding the traumatic practices being used at the camp which caused immense
distress for certain players. In his autobiography released in 2022, entitled ‘The Boy from Boomerang
Creek’, star Adelaide player, Eddie Betts, revealed the ‘extremely concerning and difficult’ experiences he
endured on the camp. Although the club was not found to breach any employment laws and regulations
with regard to the treatment of its players, the investigation acted as a reminder to all other clubs of the
importance of abiding by workplace regulations. When planning business activities for employees, such
as a training camp, employment laws and regulations must be considered by management to avoid the
business's reputation being negatively impacted and to prevent financial penalties from being incurred.

Adapted from 7News, ‘SafeWork hands down final ruling on Adelaide Crows’ controversial pre-season camp’, 2021

Environmental legislation 1.3.2.1.2

Environmental legislation is the set of laws that aim to preserve the environment.

This legislation is designed to protect the environment from harmful business activities.
Many businesses rely on natural and scarce resources such as oil, water, and gas. When
these resources are used improperly, businesses can have a negative impact on the
environment. Therefore, environmental legislation is put in place to minimise businesses’
impact on the environment and protect these limited resources. During planning, every
business owner must investigate whether their business activities will fall under any
environmental legislation. Owners must stay informed on all relevant legislation developed
by the different levels of government to protect the environment. Environmental laws and
regulations often relate to:

* minimising energy use
* reducing water use
* reusing, recycling, and reducing waste

 other matters of national environmental significance.

Environmental legislation

The Environmental Protection Authority Victoria (EPA) is an independent statutory authority in
Victoria, established under the Environmental Protection Act 1970. The environmental regulator

aims to limit pollution and waste to protect the environment. On 16 June 2022, the EPA fined a local
skip bin business more than $5,000 for stockpiling industrial waste in a residential area outside of
Geelong. This industrial waste consisted of wooden pallets, plastic, soil, broken concrete, and rocks.
The dumping of this waste on a suburban property is a direct breach of the Environmental Protection
Act 2017, which came into effect as of 1July 2021. This Act introduced a general environmental duty
that requires businesses to take reasonable actions to reduce the risk of harm to human health and the
environment that could result from their business activities.

Adapted from EPA Victoria, ‘EPA fines Lovely Banks company over not-so-lovely mess’, 2022

Search up ‘Why Australia’s environmental laws aren’t working' on YouTube and watch the entire video by ABC News (Australia).
Discuss the following questions with your classmates:

1. What kind of businesses must first be assessed by the Environment Department before continuing with their activities?

2. What is the biggest issue associated with the current, rapid removal of species' habitats across Australia?

3. What are some flaws of the current process in Australia that businesses must undergo in order to gain approval to conduct certain
activities, such as clearing land?

4. Why is the lack of prosecutions in the past two decades against businesses clearing land without permission considered a problem?
5. What do farmers think the main issue of the Act is?
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Industry regulations 1.3.21.3

Industry regulations are rules that are specific to businesses within a certain industry.

When planning and starting a business, business owners must research the unique rules and
regulations that apply to their business’s industry. Industry regulations may require a business
to obtain certain qualifications, registrations, permits, or licences. To check what rules are
relevant to the business, owners can refer to the Australian Business Licence and Information
Service (ABLIS). The ABLIS is a free government service that helps business owners determine
what licences, permits, registrations, and approvals are required for them to operate in a specific
industry. For example, businesses that are involved with children require employees to gain

a Working with Children Check.

Council regulations 1.3.2.1.4

Council regulations are local government rules made to govern businesses operating in a
specific geographic area. Local councils have various rules and regulations that can impact
many different business activities. Business owners must become familiar with their local

council’s regulations to avoid legal

issues.

Table 1 Common council regulations businesses must follow

Factor of a business that may | Explanation
be regulated by the council

Location of a business

Operating hours of a business

Types of signs the
business displays

Renovations of
business premises

Waste disposal of a business

ACTIVITY

Council regulations

Business location is largely determined by local zoning laws.
For example, there are very few business types that would
be allowed to operate in a residential zone.

Businesses may only be allowed to operate within a certain
set of hours. These restrictions are put in place for issues such
as levels of noise allowed at different times.

There are various restrictions on the signage a business uses.
For example, some businesses may not be allowed to display

large signboards outside their shopfront as this could create

a tripping hazard.

Businesses may face restrictions when they are renovating
their store. For example, some buildings may be heritage
listed, which can limit the type of renovations a business
is permitted to complete.

Local laws govern how a business manages its waste. For
example, local laws may state when and where businesses can
dispose of waste.

Chung-He has always had a passion for fitness and has owned and operated a gym in Ashburton
for the past 11 years. However, during the lockdown in 2020, Chung-He developed a passion for
cooking. He now wants to change his business from a gym to a restaurant, whilst still remaining
on the same premises in Ashburton.

Search up 'Permits and registration for your business - City of Boroondara' on the internet and click
on the link. Read through the website about the various permits a business owner may need to gain
when planning to open a specific business in the council of Boroondara.

Answer the following questions about the permits Chung-He may need as he opens a restaurant:

1. Considering Chung-He already owns the property in Ashburton that he wants to transform
into a restaurant, will he need to gain any permit to open this restaurant?

2. Chung-He wants to sell alcohol
need to do so?

at his restaurant, what is the name of the permit he would

3. Chung-He decides he needs to carry out internal works to add another kitchen to his gym
facility in order to transform it into a restaurant, what type of permit will he need to obtain

in order to do these works?

4. Click on the 'Apply for a footpath trading permit' link on this website. Can Chung-He advertise
his new restaurant in any area outside of his property? If so, what area can these
advertisements be within, and is a permit required to put advertisements in this region?

3B LEGAL AND GOVERNMENT REGULATIONS

KEY DEFINITIONS

Industry regulations

are rules that are specific
to businesses within a
certain industry.

Council regulations

are local government rules
made to govern businesses
operating in a specific
geographic area.

ADDITIONAL TERMS

An industry is a group
of businesses that sell
similar types of goods
or services.

A permit is an official,
written statement that
authorises a person, or

a group of people, to do
something.

Licences grant a business
permission to perform

a certain activity.

A Working with Children
Check is a criminal
background check for
individuals who are
working or volunteering
with children under the
age of 18.

Zoning involves dividing
land into different
functions, such as
commercial, residential,
and industrial.

Heritage listed is official
protection, decided on
behalf of the community,
that prevents a structure,
such as a building, tree,
park, or archaeological
site, from being changed
or removed as it is
considered to have
significant historic or
artistic importance.
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KEY DEFINITIONS

Taxation requirements
are laws and rules related
to tax that apply to all
businesses.

ADDITIONAL TERMS

Tax is a compulsory
payment to the
government, which is used
to finance the provision

of public goods and
services, such as courts
and police services.

Goods and services tax
(GST) is atax imposed on
the sale and purchase of
most goods and services
in Australia.

A tax file number (TFN)
is a nine-digit number
issued by the Australian
Taxation Office (ATO) to
individuals and businesses
for taxation purposes.

Australian Taxation
Office (ATO) isa
government agency that
collects revenue for the
Australian government.

LESSON LINK

Taxation requirements
will be covered in
further detail in 4B
Legal requirements for
establishing a business.

Tax was introduced in TH
Businesses' contribution to
the wellbeing of a nation.
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Taxation requirements 1.3.2.15

Taxation requirements are laws and rules related to tax that apply to all businesses.

There are many taxation requirements that a business must fulfil before it can operate legally.
During business planning, some requirements that must be considered include obtaining an
Australian business number (ABN), an eleven-digit number that is used to identify a business,
as this will enable a business to register for goods and services tax (GST) when necessary.
Additionally, business owners must also apply for the business’s tax file number (TFN) to the
Australian Taxation Office (ATO). Attaining a TFN allows a business to be easily identified for
taxation purposes.

REAL WORLD EXAMPLE

Taxation requirements

Crown Melbourne is a casino and resort located

on the Yarra River that houses retail shops, a world-
class casino, entertainment facilities, and restaurants.
In July 2021, Crown Resorts announced it would be
paying $61 million to the Victorian government in
unpaid taxes after flouting taxation regulations in
2012, underpaying its taxes by approximately $37
million. The Victorian Commission for Gambling
and Liquor Regulation reported that Crown may
have evaded tax by as much as $480 million.
Considering that the tax evasion occurred in 2012,
Crown has incurred $24 million in penalty interest,
demonstrating the immense financial consequence
of a business neglecting its taxation requirements.

Image: TK Kurikawa/Shutterstock.com

Figure 3 Crown Casino was forced to pay
$61 million to the Victorian government after
aroyal commission revealed the business had Adapted from Financial Review, ‘Crown pays Victoria $61m for
evaded its tax requirements unpaid taxes going back nine years’, 2021

Theory summary

Business activities are largely impacted by key legal and government regulations. Business
owners need to adapt their business plans to ensure that they comply with relevant rules
to avoid legal consequences.

* Employment laws and regulations promote the safety and wellbeing of a
business’s employees.

« Environmental legislation governs businesses to minimise their negative impact
on the environment.

» Industry regulations consist of set rules and legal requirements for businesses within
specific industries.

» Council regulations are the rules enforced by local governments.

» Taxation requirements are a set of rules relating to payments a business must make
to the government.
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3B Questions

Theory review

Question 1

Certain businesses do not have to consider any legal and
government regulations.

A. True
B. False

Question 2

Employers are the only individuals who must consider
employment laws and regulations.

A. True
B. False

Question 3

Identify which of the following groups benefit from employment

laws and regulations. (Select all that apply)
. The environment
Il. Employees

IIl. Employers

Question 4

All businesses must uphold the same regulations, such
as enforcing staff to have a Working with Children Check,
regardless of the industry they are within.

A. True
B. False

Question 5

A business can check the Australian Business Licence and
Information Service (ABLIS) to determine what licenses,
permits, registrations, and approvals are required for it

to operate. In doing so, it is considering its:

A. industry regulations.

B. taxation requirements.

Question 6

Fill in the blanks with the following terms:
e Australian Taxation Office (ATO)

e Australian business number (ABN)

It is a legal requirement for all Australian businesses
to obtain an
by applying to the

and to receive a tax file number

Question 7

A business wants to renovate the front of its store. However,
the business has discovered that the storefront has artistic
and historical significance, and thus is heritage listed. By
researching the building's heritage-listed status, the business
is considering its:

A. council regulations.

B. taxation requirements.

Question 8

Fill in the blank with one of the following terms:
e environmental legislation

e council regulations

When planning the business, a business owner should source
information on relevant , such as how to legally

dispose of waste, to ensure the business contributes to preserving

the environment and does not face penalties for breaking the law.

Question 9

Following legal and government regulations is one of the most
important things to consider during business planning.

A. True
B. False
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Preparing for exams

Case study skills

Use the following information to answer Questions 10 and 11.

Chieko's Computers is an Australian business that manufactures laptops. The owner, Chieko, has always
struggled to stay updated with relevant business laws and regulations. Recently, Chieko hired an expert
to guide her in making sure the business fulfils its legal and government requirements.

Question 10

Identify which of the following are ways Chieko could meet legal and government regulations.
(Select all that apply)

. Gaining advice from the expert Chieko hired about the proper disposal of waste from producing computers.

Il.  Understanding the relevant licences and permits Chieko's Computers requires in the computer
manufacturing industry.

lll.  Gaining advice from the expert about how to make above-average computers.

IV. Chieko could follow regulations and laws that she is familiar with and not worry about any new ones.

Question 11

Identify which of the following is a correct statement about the consequences of Chieko's Computers failing
to comply with legal and government regulations.

A. Chieko's Computers may gain more customers as it can save money by refusing to pay tax, therefore
enabling the business to sell its computers for a cheaper price, which can increase sales.

B. Chieko's Computers may face social and legal consequences and the reputation of the business will
likely suffer if it refuses to abide by relevant environmental legislation, thus the government may fine
the business if laws are broken.

Question 12

Samarth has decided to rent a building on the outskirts of Westfield Doncaster shopping centre and is planning
to open a restaurant called Samarth's Samosas. He estimates that he will hire two chefs and ten part-time wait
staff. Samarth is currently investigating the different legal and government regulations that relate to his business.

Identify which of the following statements are true or false about the legal and government regulations
Samarth should consider when planning.

True False

. Samarth should research the minimum wages and conditions that | O
he must provide for his employees by considering the relevant
employment legislation relating to chefs and wait staff.

Il.  Samarth should plan to cut down any trees on his premises to make | O
room for his restaurant, disregarding any environmental legislation
relating to deforestation and clearing of trees on the land.

lll. Samarth should obtain an Australian business number (ABN) so that O |
he can register Samarth's Samosas for goods and services tax.
He should also apply for a tax file number so that his business can
abide by all Australian tax requirements.

IV. Considering he is working within the food industry, Samarth does | O
not need to consider industry regulations relating to food safety
procedures as such procedures do not exist in the restaurant industry.

V. Samarth should plan how he will be disposing of the waste created | O
by the business, such as excess food waste, and ensure his disposal
method complies with the rules of waste set out by the council that
Westfield Doncaster is within.
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Exam-style

Question 13 (1 MARK)

Define the term 'legal and government regulations’.

Question 14 (1 MARK)

Define the term ‘environmental legislation’.

Question 15 (2 MARKS)

Outline two types of key legal and government regulations.

Question 16 (2 MARKS)

Outline how a business could consider council regulations during business planning.

Question 17 (3 MARKS)

Chieko's Computers is an Australian business that manufactures laptops. The owner, Chieko, has always
struggled to stay updated with relevant business laws and regulations. Recently, Chieko hired an expert
to guide her in making sure the business fulfils its legal and government requirements.

Explain why it is important that Chieko follows legal and government regulations.

Question 18 (4 MARKS)

Samarth has decided to rent a building on the outskirts of Westfield Doncaster shopping centre and is planning
to open a restaurant called Samarth’s Samosas. He estimates that he will hire two chefs and ten part-time wait
staff. Samarth is currently investigating the different legal and government regulations that relate to his business.

Identify and explain two types of legal and government regulations that may impact Samarth’s business planning.

Testing previous knowledge

Question 19 (3 MARKS)

Explain why it is important that businesses consider taxation requirements and how taxation revenue can
contribute to the wellbeing of a nation.
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3c Societal attitudes and behaviour

Prior to 2020, would you
have predicted that you
could attend school from the
comfort of your own home?
Do you think your parents
would have expected touch-
screen phones to be the new
norm when they were
young? It is unlikely that you
or your parents would have
foreseen these changes

in technology. These are

just a few examples of

how society's attitudes

have significantly changed
over time.

KEY DEFINITIONS

Societal attitudes are the
collective values, beliefs,
and opinions held by a
group of people.

Societal behaviour

is the way people act

and respond in various
situations.

Values and beliefs are
the principles, standards,
and assumptions upheld
by individuals or a group
of people, which influence
how they make decisions.

ADDITIONAL TERMS

Work-life balance

is when a person achieves
a healthy amount of

time allocated to their
professional, personal,
and family life.
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STUDY DESIGN DOT POINT

e societal attitudes and behaviour such as values, beliefs and trends
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Societal values and beliefs Societal trends

Lesson introduction

Both societal attitudes and societal behaviour impact the ways individuals interact with
businesses. Businesses are significantly affected by the way customers act, therefore when
business planning, an owner should investigate the current values, beliefs, and trends of society.
A business’s values and products should align with those of the customer. By appealing to what
customers believe in, such as being environmentally friendly, a business is more likely to attract
customers. To remain competitive, business owners must constantly monitor changes

in common societal attitudes and behaviours.

Societal values and beliefs 133

Values and beliefs are the principles, standards, and assumptions upheld by individuals or a
group of people, which influence how they make decisions. The collective values and beliefs

of society enable individuals to form opinions about how businesses should operate. Due to
increased communication globally, such as through social media, society has become more
aware of, and concerned about the way businesses operate. There is now an expectation for
businesses to have a positive impact on the community and the environment. For example,
businesses that use environmentally sustainable materials that are sourced from local suppliers
are often viewed more favourably by customers.

Businesses should constantly research changing values and beliefs to develop products
that suit these preferences, such as offering healthier food options to appeal to consumer
interests in health and wellbeing. There is also an increased focus on how businesses treat
their employees. It is expected that businesses treat employees fairly and allow them to
achieve a healthy work-life balance. This focus is shaped by the importance people place
on family and leisure time.

Table 1 Examples of how values and beliefs impact business planning

Societal values and beliefs Business response

Greater awareness about improving To remain competitive, many business owners
physical and mental health and wellbeing  have adapted their planning to suit the growing
importance society has placed on achieving good

mental and physical health. For example, many
- N N supermarkets now offer a wider range of healthy
- W/ food options.

The wellbeing of employees Due to the common value and belief that family and
leisure time is important, there is an expectation that
employees are able to achieve a work-life balance in
their job. Many businesses have responded to this
expectation by offering employees flexible working
hours and work-from-home options.

Continues »
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Table 1 Continued

Environmental sustainability Society is majorly concerned with the negative impact that
business activities can have on the environment. To address
this concern, many businesses now source their materials

@ ethically and aim to reduce the amount of waste and

pollution they generate.

Hygiene practices The COVID-19 pandemic has caused society to become
more conscious of maintaining good hygiene, in order

to reduce the chances of contracting the virus and other
illnesses. Consequently, many businesses have responded
to this by placing hand sanitisation stations at the front

of their store, and encouraging employees to wear masks
when serving customers.

REAL WORLD EXAMPLE

Societal values and beliefs

The Body Shop is a cosmetics and skincare company that produces natural and cruelty-free products.
The Body Shop is committed to being an ethical company and it places significant emphasis on
minimising its environmental impact, therefore supporting societal values and beliefs around
sustainability. As a result of the damage that plastic has on the environment, The Body Shop has
implemented a goal to make its products 100% recyclable by 2025. Furthermore, The Body Shop
demonstrates its commitment to environmental sustainability through its production of cosmetics,
as it uses 100% natural ingredients that are sustainably sourced and do not conduct animal testing.
Therefore, through the implementation of these practices, The Body Shop has demonstrated its
awareness of the growing importance society has placed on protecting the environment.

Adapted from The Body Shop, ‘Our Packaging’, 2022

Societal trends 133

A trend is a general development in the way a group of people in society are behaving.
Businesses can identify a trend by analysing data and looking for patterns. By researching
trends, a business can be provided with informative evidence about changing customer
interests and purchasing behaviours. Businesses should plan their products and activities
according to the trends relevant to their target market. By doing so, a business is likely
to attract more customers as it is appealing to common desires and needs.

Table 2 Examples of how trends impact business planning

Societal trends Explanation

Increased reliance on advanced Businesses have started offering a wider range of devices to
technology meet consumer desires of purchasing advanced technology.
Businesses also constantly search for ways to upgrade
technological products to ensure the latest advancements
(( )) are implemented within their designs and processes.
Greater focus and action on Many businesses have implemented workplace policies
achieving gender equality that enable the achievement of gender equality, such

as implementing gender quotas.

Increased purchasing of products Many businesses are creating products to cater for
related to health and wellbeing customers interested in health and wellbeing. For example,

more businesses are selling activewear, exercise equipment,
and workout programs.

Image: mrfiza/Shutterstock.com

Figure1 The Body Shop
conducts its business planning
around the common value
and belief of preserving the
environment

KEY DEFINITIONS

A trend is a general
development in the way a
group of people in society
are behaving.

ADDITIONAL TERMS

A target market

is a specific group of
consumers that a business
aims its marketing

efforts towards.

Quotas are a fixed
minimum and maximum
number that is allowed.
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ACTIVITY
Societal trends

While you may not initially realise it, COVID-19 has had a significant impact on the behaviours and
current trends of society. Search up ‘Five new Human Truths for Experiences’ on Youtube and click
on the first link. Watch the entire video and then answer the following questions:

1. From the video, identify three societal trends that the COVID-19 pandemic has caused.
2. How have these trends impacted the behaviours and practices of businesses?

3. How could businesses cater to the trend of an increased need for hygiene?
4

. Can you think of other societal trends caused by the pandemic that may have an impact
on businesses? If so, what are they?

REAL WORLD EXAMPLE

Societal trends

Woolworths is one of Australia’s leading supermarkets
which sells groceries and household products. In
2022, Woolworths announced its decision to expand
its range of plant-based products by selling faux meat
products from a popular American nutrition company,
‘Impossible Foods'. As societal trends have shifted in
becoming more aware of the health considerations and
environmental impacts associated with livestock, the
demand for faux meat has increased. Therefore, these
societal trends have driven Woolworths to change

its product offering and provide a faux meat option

to individuals who love the taste of meat but want a
plant-based alternative.

Image: rblfmr/Shutterstock.com

Figure 2 Woolworths stocks faux meat
products from a popular American nutritious Adapted from 9News, ‘Woolworths stocks Impossible Foods
company ‘Impossible Foods' as demand for plant-based products soars’, 2022

Theory summary

If business owners adapt their planning to suit the attitudes and behaviour of society and
their target market, their business is more likely to be successful and remain competitive.
During the planning stage, owners should consider various social attitudes and behaviours
in order to satisfy their customers and remain competitive.

e Values and beliefs are what people consider important and help them form positive
or negative opinions.

e Trends are general developments in the way a group of people in society are behaving.
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3C Questions

Theory review

Question 1

A business should constantly be aware of current societal
attitudes and behaviours in order to remain competitive.

A. True
B. False
Question 2

The values and beliefs of society impact the way a business
operates because:

A. customers are not affected by whether a business
represents their current views.

B. customers are less likely to purchase from a business that
does not recognise their current views.

Question 3

A business that makes no attempt to be environmentally
sustainable is failing to recognise society’s current views
towards protecting the environment.

A. True
B. False

Question 4
A business can identify a trend by:

A. developing a product that is in line with common values
and beliefs.

B. researching data to discover patterns that may indicate
changing customer behaviours.

Question 5

Businesses should plan their products and activities according
to trends that are relevant to their target market.

A. True
B. False
Question 6

Fill in the blanks with the following terms:
® societal behaviour
e societal attitudes

The collective values, views, and opinions of a group of people
refers to . However, the way in which a person acts
in certain situations refers to

Preparing for exams
Case study skills

Question 7

Ash is a chef who is planning on starting her own business. Ash has recently noticed that the number
of people who are interested in purchasing pre-made healthy meals at the supermarket is increasing.
Therefore, Ash is planning to open a business that delivers healthy lunches and dinners to people’s homes.

Identify which of the following is a correct statement about Ash planning her business.

A. By noticing the trend of increased demand for healthy food options, Ash was able to plan a business

that delivers healthy lunches and dinners to people’s homes.

B. By noticing the trend of people wanting lunches and dinners delivered to their homes, Ash was able

to plan a business that satisfies this need.
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Question 8

Nude Nutrition is a small supermarket chain in Victoria owned by Nadia. During the planning stage, Nadia
researched and understood society's growing desire to access environmentally friendly and locally sourced
groceries. As a result, Nude Nutrition has planned to source its products from ethical suppliers within Australia.
Nadia has also ensured that her employees have flexible working hours, due to society's focus on achieving

a work-life balance.

Identify which of the following statements are true or false about societal values and beliefs that
Nude Nutrition has considered.

True False
. Asaresult of understanding current societal views towards the | O
importance of environmentally friendly and locally sourced food,
Nadia obtains her products from ethical Australian suppliers.
Il.  As aresult of understanding current societal views towards the | |
importance of a work-life balance, Nadia has scheduled employees’
working hours without their input.
Ill. As aresult of understanding current societal views towards the | |
importance of being environmentally sustainable, Nadia aims
to purchase from overseas suppliers.
IV. As aresult of understanding current societal views towards the | O

importance of a work-life balance, Nadia allows her employees
to have flexible working hours.

Exam-style

Question 9 (1 MARK)

Define the term 'societal behaviour'.

Question 10 (1 MARK)

Define the term 'values and beliefs'.

Question 11 (2 MARKS)

Outline the importance of considering societal values and beliefs during business planning.

Question 12 (3 MARKS)

Ash is a chef who is planning on starting her own business. Ash has recently noticed that the number of people
who are interested in purchasing pre-made healthy meals at the supermarket is increasing. Therefore, Ash
is planning to open a business that delivers healthy lunches and dinners to people's homes.

Explain how Ash has considered societal trends during business planning.

Question 13 (4 MARKS)

Nude Nutrition is a small supermarket chain in Victoria owned by Nadia. During the planning stage, Nadia
researched and understood society's growing desire to access environmentally friendly and locally sourced
groceries. As a result, Nude Nutrition has planned to source its products from ethical suppliers within Australia.
Nadia has also ensured that her employees have flexible working hours, due to society’s focus on achieving

a work-life balance.

Identify and explain two ways that Nude Nutrition has considered societal values and beliefs.

Testing previous knowledge

Question 14 (3 MARKS)

Identify and describe one way societal trends can impact business concept development.

162 CHAPTER 3: EXTERNAL ENVIRONMENT



Back to contents

3D Economic conditions

STUDY DESIGN DOT POINT

e economic conditions such as interest rates, employment levels, tax rates and levels
of consumer confidence
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Employment
levels

Interest rates

1.3.4.3 1.3.4.4

Tax rates Consumer
confidence

Lesson introduction

Economic conditions are the conditions that exist in relation to the productive performance and
financial stability of a nation or other geographical area. When planning a business, individuals
should consider current and anticipated future economic conditions. As the economy is a macro
factor, potential and current business owners are unable to control its effect on businesses and
consumers. Instead, individuals should plan to launch their business when economic conditions
are favourable, with high levels of consumer spending, as businesses are more likely to be
successful when the economy is growing and when customers are financially stable. Individuals
who are planning a business should assess current economic conditions using indicators such as
interest rates, employment levels, tax rates, and the level of consumer confidence.

Interest rates 1341

An interest rate is the price paid for money that has been borrowed, expressed as a percentage.
During business planning, individuals must consider the commercial feasibility of their idea.

If an individual does not have enough savings, they can take out loans to cover initial start-up
and operations costs. Before taking out a loan, business owners should consider the interest
rate. If interest rates are low, business loans are less expensive and loan repayments are easier
to manage. If interest rates are high, business owners will have to pay more for the amount
borrowed. Business owners should ensure they are able to afford the interest rate if they take
out a loan. Interest rates offered by banks and other financial institutions are influenced by
many factors, including Australia’s central bank, the Reserve Bank of Australia (RBA). The RBA
can amend the interest rates it charges commercial banks each month, which then impacts the
interest rates commercial banks charge businesses and individuals. The RBA makes its decision
about this interest rate based on global and national economic conditions each month.

WANT TO KNOW MORE?

The Reserve Bank of Australia (RBA) sets a target for an interest rate called the ‘cash rate’, which
influences other interest rates in the economy. The RBA's cash rate will affect the interest rate
that businesses pay for business loans and the interest rate that people pay for their home loans
(mortgages). Search up ‘RBA cash rate target’ to see how the cash rate has changed over time.

'We want an economy

that works for people, not
the other way around.' -
Anthony Albanese, the 31st
Prime Minister of Australia.

The economic conditions
we experience have a
strong impact on our lives
because it influences

our access to goods and
services, employment,

and our general living
standards. The current

and anticipated future
conditions of an economy
can also significantly affect
businesses, and should
therefore be considered by
an individual when planning
a business.
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KEY DEFINITIONS

Economic conditions are
the conditions that exist in
relation to the productive
performance and financial
stability of a nation or
other geographical area.
An interest rate is the
price paid for money

that has been borrowed,
expressed as a percentage.

ADDITIONAL TERMS

Loans are sums of money
that have been borrowed.

LESSON LINK

Commercial feasibility
was introduced in 1G
Market research & initial
feasibility studies.
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KEY DEFINITIONS

The employment level
is measured as the
percentage of the labour
force who are working in
paid employment.

ADDITIONAL TERMS

The labour force is the
number of people aged
fifteen and over who are
willing and able to work.
The unemployment rate
is the percentage of the
labour force who

are unemployed.
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THEORY IN ACTION

Interest rates
Elanor identified that she did not have enough

ABC BANK savings to pay $35,000 for all the required gym
Initial loan $35,000 equipment for Veteran Fitness. As it was important
i [erestrate S for Veteran Fitness to offer customers a wide range
Monthly repayments  $1073 of gym equipment, she considered taking out a
‘Q. Total interest $3,618 business loan. Elanor visited ABC, her local bank,

Total repayment $38,618

which offered her a business loan of $35,000 with
" an interest rate of 6.50% per year. She would be
R required to pay $1,073 per month to repay the initial
loan plus interest. Elanor calculated that Veteran

Figure1 Elanor planned to take out aloan Fitness could pay off the loan within three years and
with an interest rate of 6.50% therefore accepted ABC's offer.

/
ACTIVITY

Interest rates

Search up ‘Business loan repayment calculator' and select an option from one of Australia’s well-
known banks. Use the online calculator to find out how much repayments would be on a business
loan of $100,000 over 5 years, assuming an interest rate of 4%. Now calculate this based on 5%
to see how much the monthly repayments change.

After exploring the business loan repayment calculator, answer the following questions in small
groups and then discuss your responses as a class:

1. If you were planning a business and requiring a loan of $100,000 to cover start-up costs, how
would an interest rate rise from 4% to 5% affect your plans?

2. Using the online calculator, find out how changing the loan term from 5 to 10 years would affect
the monthly repayments. Identify one advantage and one disadvantage of extending the loan
term to 10 years.

Employment levels 13.4.

The employment level is measured as the percentage of the labour force who are working

in paid employment. According to the Australian Bureau of Statistics (2014), the labour

force includes the number