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BUSINESS 
MANAGEMENT

FOCUS AREA
The focus of this topic is the nature and responsibilities of management in the 
business environment.

OUTCOMES
Students should be able to:
•	 explain the internal and external in� uences on businesses
•	 assess the processes and interdependence of key business functions
•	 examine the application of management theories and strategies
•	 analyse the responsibilities of business to internal and external stakeholders
•	 plan and conduct investigations into contemporary business issues
•	 evaluate information for actual and hypothetical business situations
•	 communicate business information and issues in appropriate formats
•	 apply mathematical concepts appropriately in business situations.

Management
and change

Nature of
management

Management
process

Management
approaches

BUSINESS MANAGEMENT

Achieving business
goals
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Naomi Milgrom — a successful business 
manager

Naomi Milgrom (pictured) is one of Australia’s most successful CEOs. She has 
steered the privately owned Sussan Corporation, widely known as the Sussan 
Group, through good times and bad. Under her leadership, the company has grown 
to become Australia’s largest privately held specialty fashion retailer, employing 
over 4500 staff and selling a wide range of clothing to women of all ages in over 
550 stores. You may have heard of the retail chains Sportsgirl, Sussan and Suzanne 
Grae; they are all part of the Sussan Group.

Thankfully, Milgrom has experience steering her businesses from bad times into 
good times. In 1999, she bought the then ailing retail chain Sportsgirl, which had 
been losing money for � ve years, and transformed it into a pro� table business by 
2000, and then to the lucrative business it is today.

Milgrom believes the secret to running a successful business is the people within 
the business — the employees. She has been quoted as saying, ‘talented people in 
the right culture, with the right coaching and development, can provide a competitive 
edge that an organisation is looking for’. She also believes that an authoritarian 
leadership style is no longer appropriate today and managers who are focused on, 
and exclusively concerned with, cost and pro� t (the bottom line) are ineffective. 
Employees are important to Milgrom’s business, as is adapting to changes in the 
economy and consumer trends to keep the business � ourishing. She feels hierarchies 
and authoritarian approaches sti� e innovation and are totally inappropriate for the 
fashion industry, which is constantly changing.

Milgrom talks regularly with her staff, and encourages them to say what they think 
and try new ideas. She recognises that she doesn’t have all the answers and that the 
most effective way of problem-solving is to develop teams who are encouraged to 
work together to arrive at solutions. Milgrom has shown a strong commitment to 
� exibility in the workplace. She believes that long hours and in� exible work practices 
are major obstacles to the careers of women. Providing increased � exibility enables 
her employees to get their jobs done and increases workplace satisfaction.
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CHAPTER 5

Nature of management
5.1 Introduction
Have you ever been shopping and spent all your money on the fi rst few things you 
saw, only to later be disappointed when you came across something you would 
have liked more? What about the assessable task you left until the last minute 
only to fi nd all the information resources you needed had been borrowed from 
the library? Or the dental appointment for which you were half an hour late? In 
these cases you did not manage either your money, assessment requirements or 
time very well. These cases reveal that you have actually been practising the art 
of management for a number of years. Sometimes you have managed your affairs 
successfully; at other times you may have mismanaged them.

Managing is an essential skill that all people need to develop. How well you 
perform the task of management will often determine whether you achieve the 
goals you have set for yourself. In the world of business, just as in your personal 
life, management is a fundamental activity. It is what makes the business function.

The CEO featured in the opening story of this topic highlights a number of 
important characteristics of management, including:
1. having the ability to analyse information, attend meetings and communicate 

with a wide range of people both inside and outside the business
2. possessing the skills to manage change effectively
3. having the vision to see how things could be, rather than just accepting things 

the way they are
4. providing leadership through the desire to encourage, motivate and guide employees
5. understanding your roles and responsibilities in order to achieve the goals of 

the business.

FIGURE 5.1 FedEx’s Australian 
managing director, Rhicke Jennings, 
has gained a reputation as a good 
people manager. According to 
Jennings, one important aspect of 
good management and leadership 
is knowing and caring about your 
employees. Jennings says, ‘Since 
inception, we’ve lived by the principle 
that, if we take care of our people, 
they will take care of our customers. 
And if we have satis� ed customers, 
they will take care of our pro� ts.’

The traditional de� nition of management is the process of coordinating a 
business’s resources to achieve its goals.

As outlined in chapter 3 the four main resources available to a business are:
•	  Human resources. These are the employees of the business and are generally its 

most important asset.
•	 Information resources. These include the knowledge and data required by the 

business, such as market research, sales reports, economic forecasts, technical 
material and legal advice.

BizWORD
The traditional de� nition of 
management is the process of 
coordinating a business’s resources 
to achieve its goals.

traditional de� nition of 
 is the process of 
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•	 Physical resources. These include equipment, machinery, buildings and raw materials.
•	 Financial resources. These are the funds the business uses to meet its obligations 

to various creditors.
A manager, therefore, is someone who coordinates the business’s limited 

resources in order to achieve specifi c goals.

FIGURE 5.2 A skilful and experienced 
management team is an essential 
ingredient for achieving business success.

Contemporary definition
The past few years have seen a subtle, but signifi cant, modifi cation of the meaning 
of the term ‘management’. More contemporary defi nitions emphasise that 
management is the process of working with and through other people to achieve 
the goals of the business in a rapidly changing environment, as shown in fi gure 5.3. 
Crucial to this process is the effective and effi cient use of limited resources.

Coping with a
rapidly changing

environment

Balancing ef�ciency
and effectiveness

Getting the most
from limited

resources (ef�ciency)

Achieving the goals
of the business
(effectiveness)

Working with and
through others

BizWORD
A manager is someone who 
coordinates the business’s limited 
resources in order to achieve 
speci� c goals.

 is someone who 
coordinates the business’s limited 

Weblink
Use The changing role of 
today’s manager weblink in 
your eBookPLUS to read an 
article about how the role of 
a manager has changed in 
modern business.

BizWORD
A more contemporary de� nition of 
management views management 
as the process of working with and 
through other people to achieve 
business goals in a changing 
environment. Crucial to this process 
is the effective and ef� cient use of 
limited resources.

A more contemporary de� nition of 
 views management 

FIGURE 5.3 Key aspects of the 
management process
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According to this defi nition, management requires:
•	 Working with and through others. Management is, above all else, a social process. 

Those managers who do not interact and communicate well with employees fail 
to achieve high levels of commitment from staff.

•	 Achieving the goals of the business. Without goals, the business would quickly 
lose direction. Employees would not understand the ultimate purpose of their 
work and managers would not be able to measure performance. Effectiveness 
measures the degree to which a goal has been achieved.

•	 	Getting the most from the limited resources. All businesses face the 
problem of limited resources or scarcity. Consequently, managers 
need to coordinate the resources effi ciently. Ef� ciency compares 
the resources needed to achieve a goal (the costs) against what was 
actually achieved (the benefi ts). The most effi cient coordination of 
resources occurs when the benefi ts are greater than the costs.

•  Balancing effi ciency and effectiveness. Managers must usually 
balance both the effi ciency and effectiveness of their decisions. A 
correct balance between effi ciency and effectiveness is the key to 
achieving a competitive position in today’s challenging business 
environment.

•  Coping with a rapidly changing environment. This is one of the most 
important tasks of all managers. Successful managers are those who 
anticipate and adjust to changing circumstances.

Management within the business
Management is a complex task. It is an exciting, challenging, sometimes 
frustrating but usually rewarding experience. All businesses must be 
managed; they do not operate automatically. For example, without 
managers how could 20  000 airline fl ights a day be achieved without 
an accident, tens of thousands of motor vehicles be manufactured, 
hundreds of thousands of students be educated, and hundreds of fi lms 
and downloads be made available for our entertainment.

FIGURE 5.5 Managers can sometimes 
feel as if they are caught in a never-
ending cycle of meetings, interruptions, 
paperwork, emails and trivialities

BizWORD
Effectiveness measures the degree 
to which a goal has been achieved.

Ef� ciency compares the resources 
needed to achieve a goal (the costs) 
against what was actually achieved 
(the bene� ts).

 measures the degree 
to which a goal has been achieved.

FIGURE 5.4 A business manager 
shares many similar features with an 
orchestra conductor. Like conductors, 
business managers bring together all of 
the varying resources needed to make 
the business successful and when it is 
effective, beautiful music is the result.
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The manager’s role is similar to that of a musical conductor. It is the conductor 
who has to coordinate all the members of the orchestra so they stay in time, 
inspire and lead, encourage superior playing, develop the correct interpretation 
of the score, and have the orchestra playing as a whole rather than as a group of 
individuals just playing notes.

Observations made of modern managers’ work patterns suggest that management 
is a diffi cult and demanding job and that there is a gap between how people view 
the role of a manager and reality. The myths and realities of management are 
outlined in table 5.1.

TABLE 5.1 The myths and realities of a manager’s job according to management researcher 
Henry Mintzberg

Myth Reality

1. The effective manager is a methodical 
planner, re� ects on what has been 
achieved, with time to systematically 
work through problems encountered 
throughout the day.

The typical manager is constantly 
interrupted, with no more than 
approximately 10 minutes spent on any one 
activity. The manager takes on a great deal 
and has little time for re� ection.

2. The effective manager has no regular 
activities to carry out. It is all a matter of 
coordinating other people’s responsibilities 
and then sitting back to watch others do 
the work.

Although managers’ days are constantly 
interrupted by both trivialities and crises, 
they still have regular duties to perform. 
They must interpret and analyse information, 
attend meetings and communicate regularly 
with other parts of the business.

3. Management is a science and, as such, can be 
reduced to a formula and set of ‘laws’ that, if 
followed, result in goals being achieved.

The manager’s job is more art than 
science. Managers rely heavily on judgement, 
past experience, perception and intuition.

5.2 The features of effective 
management
Every business — whether it be profi t or not-for-profi t, small, medium or large — 
needs effective management to succeed. Managers are necessary because society could 
not function without businesses, and businesses cannot function without managers.

An effective manager needs to be good at:
•	 Planning: the preparation of a predetermined course of action for a business. 

It refers to the process of setting objectives and deciding on the methods to 
achieve them.

•	 Organising: the structuring of the organisation to translate plans and goals 
into action.

•	 Leading: the process of infl uencing or motivating people to work towards the 
achievement of the organisation’s objectives.

•	 Controlling: compares what was intended to happen with what has actually 
occurred.
The important role of effective management is to make sure the joint efforts 

of employees are directed towards achieving the goals of the business. Producing 
all the goods and services demanded by consumers involves the combined efforts 
of many people. This combined effort must be effectively coordinated so that the 
greatest amount of goods and services can be produced for the least cost — that 
is, effi ciently. This coordination needs to be managed on many different levels; for 
example, within businesses, between businesses and on a national and international 

BizWORD
Planning is the preparation of a 
predetermined course of action for a 
business.

Organising is the structuring of the 
organisation to translate plans and 
goals into action.

Leading is the process of in� uencing 
or motivating people to work towards 
the achievement of the organisation’s 
objectives.

Controlling compares what was 
intended to happen with what has 
actually occurred.

 is the preparation of a 
predetermined course of action for a 
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level. Businesses must do more than meet the needs of individuals; they must also 
meet the needs of all the stakeholders in general.

Above all else, what is important to any business is not the number of managers 
it employs, or the prestigious titles it gives them, but the ability of these managers 
to achieve the business’s goals. To do this effectively, a manager must possess a 
range of skills.

Summary
•	 Management is a fundamental activity that makes the business function.
•	 Management is the process of:

 (i) coordinating a business’s resources to achieve its goals
 (ii)  working with and through other people to achieve business goals in a 

changing environment.
•	 Whether the goals of the business are achieved largely depends on the skills and 

expertise of the management team in coordinating the business’s resources.
•	 Every business needs effective management to succeed.
•	 An effective manager needs to be good at planning, organising, leading and 

controlling.
•	 The role of effective management is to make sure the joint efforts of employees 

are directed towards achieving the business’s goals.
•	 Effective management is usually the major factor infl uencing the success or 

failure of a business.

Revision
 1 Read the story about Naomi Milgrom at the beginning of this topic.

(a) Outline the features of effective management that Naomi Milgrom displays.
(b) Assess the effect her management style would have on both employees and 

the business.

 2 State the main function of management according to the traditional de� nition.

 3 Describe the four main resources available to a business.

 4 Distinguish between the contemporary de� nition of management and the 
traditional de� nition.

 5 Construct a concept map summarising the � ve key aspects of the management process 
according to the contemporary de� nition. The � rst one has been started for you.

 6 Distinguish between ef� ciency and effectiveness.

• Working with and through 
 others
• A social process
• Communication essential

CONTEMPORARY
DEFINITION OF MANAGEMENT

— KEY ASPECTS

 7 ‘The performance of managers is often evaluated according to two criteria: ef� ciency 
and effectiveness. Of the two, effectiveness is the most important.’ Discuss.

 8 According to observations, contrast the ‘realities’ of a manager’s job with the ‘myths’.

BizFACT
Managers’ expectations have a 
direct impact on their employees’ 
productivity. Managers with high 
expectations lead a more highly 
motivated and productive staff.

EXERCISE 
5.1
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9 Interview either a head teacher, deputy principal or principal at your school 
and create a list of managerial activities they undertake in the course of a day. 
Calculate to what extent their experiences mirror the realities and myths of a 
manager’s job.

10 Recall the important role of effective management.

11 Explain why effective management is so important in our society.

12  ‘How well you perform the task of management will often determine whether you 
achieve the goals you have set for yourself.’ Discuss.

Extension
1 Consider the following statement: ‘Management is often demanding, complex, 

stressful and exacting. Contributing to the complexity are globalisation, focus 
on quality, increasing competition, technological developments, and the rising 
demand for the ethical conduct of people and organisations. But at the same time, 
it can be personally rewarding.’ Examine the positive and negative aspects of 
being a manager.

 2 Some people argue that middle-level managers have a more dif� cult job than top/
senior or lower/frontline managers. This is because the work of a middle-level 
manager is more varied in managerial and non-managerial duties. Evaluate.

3 Determine which you think is the more dif� cult management task: getting 
employees to work in teams rather than independently, or getting employees to 
accept change in the workplace. Provide reasons for your answer.

 4 ‘The main difference between employees and managers is that employees work and 
managers think.’ Assess to what extent this statement re� ects conditions in today’s 
workplace. Compare your answers with other class members

5.3 Skills of management
In every occupation, certain skills are needed for success. If you have a skill, it 
means that you have the ability to complete a task effectively. A surgeon must 
be decisive and have the technical abilities to perform complicated operations. A 
champion swimmer must have the combination of natural talent and skills that 
enable him or her to swim better than almost anyone else.

Not surprisingly, managers also need certain skills. The more successful managers 
appear to have more of these skills than the less successful managers. Not every 
manager requires the same amount of each skill; however, some skills are more 
important for some job types or workplaces than are others.

In general, effective managers are those who:
•	 possess a range of specifi c management skills (see fi gure 5.6)
•	 are able to use these skills in a number of different situations.

Normally, a manager is not required to use all these skills constantly. What is 
important is that these skills and abilities must be available when they are needed so 
that managers can organise and motivate staff to work effectively towards objectives. 
These skills take on added signifi cance, given the two fundamental changes that 
have taken place in the structure of many businesses over the past decade:
1. the movement away from the ‘tall’ hierarchical structures of many traditional 

businesses, with their multiple layers of management, towards ‘fl atter’ business 
structures

2. the development of self-managing work teams.
In 2006, Innovation & Business Skills Australia (IBSA) commissioned the Boston 

Consulting Group (BCG) to undertake a study into how the role of Australia’s senior 
managers is likely to change between then and 2020. Their report, 2020 vision: The 
manager of the 21st century, reinforces the skills that will be needed to respond to these 

BizWORD
Skill is the ability that comes from the 
knowledge, practice and talent to do 
something well.

 is the ability that comes from the 
knowledge, practice and talent to do 

Weblink
Use the 2020 Vision Report 
weblink in your eBookPLUS 
to explore the full IBSA 
report.
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ENVIRONMENT GROUP MANAGER — $185k pkg neg

  •  Well-respected international operation
  •  Engineering, resources focus
  •  Lead a culture of ‘zero harm’ and sustainability

As the leader in their market, Alliance & Hudson offers a genuine career opportunity to join
a growing success story. Alliance & Hudson is a dynamic, result-oriented environment
to work in.

The main responsibility of this position is to develop and implement sustainable production
practices across all divisions of the organisation.

As the Environment Group Manager, you will streamline processes, and provide timely and
insightful leadership and engagement.

The successful candidate for this position will possess:
  •  outstanding interpersonal and communication skills
  •  the ability to effectively convey technical information
  •  experience in leading high-performance teams
  •  superior problem-solving and decision-making abilities
  •  initiative and the ability to work to deadlines
  •  successful management of stakeholder relations
  •  the professional ethics needed to meet the high standards of confidentiality
    and discretion required.

Remuneration will consist of a market competitive salary (negotiable), superannuation
and leased vehicle. Relevant tertiary quali�cations are essential.

To be considered, applicants must apply directly to this advertisement.
Visit www.all&hud.com.au/careers, quoting ref no 45930 or phone
Maryke Nagy on (03) 8964 2407.

SYDNEY MELBOURNE TOKYO NEW YORK LONDON

FIGURE 5.6 Managers are required 
to possess a range of speci�c 
management skills, as shown by this 
job advertisement.

changes. The report says that the trend away from traditional ‘command and control’  
forms of management towards team-based, consultative management styles will continue.

Managers require a range of skills to operate effectively now and into the future. 
These skills include:
•	 interpersonal (people)
•	 communication
•	 strategic thinking
•	 vision
•	 problem-solving
•	 decision-making
•	 flexibility
•	 adaptability to change
•	 reconciling the conflicting interests of stakeholders.

Summary
•	 In general, effective managers are those who:

 – possess a range of specific management skills
 – are able to use these skills in a number of different situations.

•	 All managers use their skills to achieve the business’s goals.
•	 Managers require a wide range of technical, conceptual (thinking) and people skills.

Interpersonal (people) skills
Do you know anyone who lacks interpersonal skills? These are the people who are 
insensitive to the needs and feelings of others; people who speak before thinking 
and consequently ‘put both feet in’; people who say the wrong thing at the wrong 

time or to the wrong person; people who rub others up the wrong way. Such 
people generally make very poor managers.

Managers get their work done with and through other people; therefore, 
interpersonal (people) skills are extremely important. Such skills mean 
a manager can work and communicate with other people and understand 
their needs.

Interpersonal skills centre on the ability to relate to people, being aware of 
and appreciating their needs, and showing genuine understanding. People skills 
include the ability to communicate, motivate, lead and inspire (see the following 
Snapshot).

Healthy management

City Health is a public healthcare provider serving a population of 500  000 people 
and operating with a budget of $500 million. It employs 3000 staff and has grown 
steadily over the last �ve years due to the merging of several major city hospitals. 
The chief executive of City Health, Dr Jan Dvorak, recently called a meeting of 
the executive team to discuss a strategic plan. These discussions explored the 
objectives of:
•	 developing	a	culture	of	quality	and	innovation
•	 working	in	partnership	with	all	stakeholders	to	enhance	the	health	of	the	

community
•	 providing	an	environment	that	values	and	supports	staff
•	 achieving	a	financially	sustainable	health	service.

Up until now, Dr Dvorak has managed and guided City Health through its 
period of high growth. She has led the organisation to where it is today by 
listening to her employees, the hospital’s patients and the community. She 
includes staff unconditionally in the decision-making process of the organisation. 
She has earned the respect of her staff because she displays an empathetic 
personality. One of her key interpersonal strengths is that she accepts that 
everyone is different, with different attitudes, values and ideas. This helps her 
understand and sympathise with ideas and attitudes different from her own. In 
turn, this helps her communicate effectively with others. She is considered to be a 
great leader by her staff.

Dr Dvorak considers that the change to a new corporate culture will be her 
greatest challenge so far, but believes that the hospital is well on its way to achieving 
this goal.

Snapshot questions
 1. Identify and describe the interpersonal skills that Jan Dvorak possesses.
 2. Explain why it is important for a manager to display good interpersonal 

skills if he or she wants to provide a workplace environment that ‘values and 
supports staff’.

 3. Determine whether you would like to work for a manager similar to 
Dr Dvorak. Give a reason for your answer and share it with other class 
members.

SNAPSHOT

❛ She is considered to 
be a great leader by 
her staff. ❜

A manager who lacks empathy, is arrogant, opinionated, unable to communicate 
or who has difficulty relating to people will not be able to develop positive 
relationships with employees. Employees may actually work more efficiently 
when such a manager is absent because the fear of intimidation or victimisation is 
reduced (see the following Snapshot).

BizWORD
Interpersonal (people) skills are 
those skills needed to work and 
communicate with other people and 
to understand their needs.

BizFACT
In 2009, the Department of 
Innovation, Industry, Science and 
Research commissioned a new study, 
Management matters in Australia: just 
how productive are we? Australian 
managers ranked as average against 
all the countries surveyed, but were 
relatively poor in people management. 
The study recommended that to 
improve, Australian managers must 
give more attention to building people 
management skills and relationships 
within their organisations.

Weblink
Use the Developing 
interpersonal skills 
weblink in your eBookPLUS 
to explore how different 
categories of interpersonal 
skills are developed.
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time or to the wrong person; people who rub others up the wrong way. Such 
people generally make very poor managers.

Managers get their work done with and through other people; therefore, 
interpersonal (people) skills are extremely important. Such skills mean 
a manager can work and communicate with other people and understand 
their needs.

Interpersonal skills centre on the ability to relate to people, being aware of 
and appreciating their needs, and showing genuine understanding. People skills 
include the ability to communicate, motivate, lead and inspire (see the following 
Snapshot).

Healthy management

City Health is a public healthcare provider serving a population of 500  000 people 
and operating with a budget of $500 million. It employs 3000 staff and has grown 
steadily over the last � ve years due to the merging of several major city hospitals. 
The chief executive of City Health, Dr Jan Dvorak, recently called a meeting of 
the executive team to discuss a strategic plan. These discussions explored the 
objectives of:
•	 developing	a	culture	of	quality	and	innovation
•	 working	in	partnership	with	all	stakeholders	to	enhance	the	health	of	the	

community
•	 providing	an	environment	that	values	and	supports	staff
•	 achieving	a	fi	nancially	sustainable	health	service.

Up until now, Dr Dvorak has managed and guided City Health through its 
period of high growth. She has led the organisation to where it is today by 
listening to her employees, the hospital’s patients and the community. She 
includes staff unconditionally in the decision-making process of the organisation. 
She has earned the respect of her staff because she displays an empathetic 
personality. One of her key interpersonal strengths is that she accepts that 
everyone is different, with different attitudes, values and ideas. This helps her 
understand and sympathise with ideas and attitudes different from her own. In 
turn, this helps her communicate effectively with others. She is considered to be a 
great leader by her staff.

Dr Dvorak considers that the change to a new corporate culture will be her 
greatest challenge so far, but believes that the hospital is well on its way to achieving 
this goal.

Snapshot questions
 1. Identify and describe the interpersonal skills that Jan Dvorak possesses.
 2. Explain why it is important for a manager to display good interpersonal 

skills if he or she wants to provide a workplace environment that ‘values and 
supports staff’.

 3. Determine whether you would like to work for a manager similar to 
Dr Dvorak. Give a reason for your answer and share it with other class 
members.

SNAPSHOT

❛ She is considered to 
be a great leader by 
her staff. ❜

A manager who lacks empathy, is arrogant, opinionated, unable to communicate 
or who has diffi culty relating to people will not be able to develop positive 
relationships with employees. Employees may actually work more effi ciently 
when such a manager is absent because the fear of intimidation or victimisation is 
reduced (see the following Snapshot).

BizWORD
Interpersonal (people) skills are 
those skills needed to work and 
communicate with other people and 
to understand their needs.

Interpersonal (people) skills are 
those skills needed to work and 

BizFACT
In 2009, the Department of 
Innovation, Industry, Science and 
Research commissioned a new study, 
Management matters in Australia: just 
how productive are we? Australian 
managers ranked as average against 
all the countries surveyed, but were 
relatively poor in people management. 
The study recommended that to 
improve, Australian managers must 
give more attention to building people 
management skills and relationships 
within their organisations.

Weblink
Use the Developing 
interpersonal skills 
weblink in your eBookPLUS 
to explore how different 
categories of interpersonal 
skills are developed.
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Choco management

Jack has been the general manager of Nars Chocolates for only six months. He had 
previously worked for a company with serious � nancial and staf� ng problems. From 
that experience he concluded that it is best to be very � rm with staff in order to get 
results.

Jack’s recent behaviour has prompted staff to consider leaving. He shows very 
little interest in the needs of individuals, or their concerns. He severely criticised 
the work of the marketing manager at a planning meeting last week. ‘Carly, I 
just don’t think you have all the facts here,’ Jack said. ‘Firstly, from what I can 
see, you’ve done a poor job. And secondly, the rest of you people will need 
some clear guidelines or you will all be producing the sort of rubbish that Carly 
has presented.’

Some time later, two managers were discussing the deteriorating workplace 
conditions over a cup of coffee. ‘Can you believe the way that Jack treated 
Carly in the meeting last week?’ complained Josh. ‘Carly is a great manager, 
she listens to her staff and encourages her team to work with her to make 
decisions.’

‘And she was totally embarrassed by Jack’s comments because the new 
chocolate bar project her team is working on is still in its developmental stages,’ 
said Mai.

‘I heard him telling off Khalid last week for expressing an idea,’ said Josh. ‘He 
told him that he’s the boss, and if he wanted opinions, he certainly wouldn’t ask a 
subordinate for them. Mai, he’s treating us like we’re kids. But we’re experienced 
professionals.’

‘I agree,’ said Mai. ‘It won’t be long before I’m out of this place!’

Snapshot questions
 1. Identify the negative interpersonal skills displayed by Jack.
 2. Explain why Jack’s behaviour has prompted staff to consider leaving.
 3. Assess whether you agree or disagree with Jack’s attitude ‘that it is best to 

be � rm with staff in order to get results’. Give a reason for your answer and 
share it with other class members.

SNAPSHOT

❛ .  .  .  he’s treating us 
like we’re kids. ❜

Communication skills
Communication is as vital as the air we breathe. As babies we learn to cry in order 
to satisfy our needs; it is a baby’s fi rst attempt at communication. Communication 
becomes more complex, however, particularly in a modern global business 
environment. It’s not just about what you say, it’s about how you say it and what 
medium you choose to get your message across.

One of the most diffi cult challenges for managers is getting employees to 
understand and want to achieve the business’s goals. Effective communication is 
at the heart of meeting this challenge. Without effective communication the most 
carefully detailed plans and brilliant strategies will most probably fail.

Communication is one of the easiest and, at the same time, most diffi cult of 
management skills. This is because of the complex nature of communication. 
Whether communicating with employees within the business or customers in the 
marketplace, effective communication is essential for the long-term survival of the 
business. Well-written letters, an inviting telephone manner, pleasant conversation, 
concise emails, and friendly smiles and gestures reinforce carefully planned 
business strategies and client networking.

BizWORD
Communication is the exchange 
of information between people; the 
sending and receiving of messages.

 is the exchange 
of information between people; the 

BizFACT
There is no simple recipe for great 
communication, but the Chinese 
philosopher Confucius once said: 
‘Tell me and I’ll forget. Show me 
and I’ll remember. Involve me and 
I’ll understand.’
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FIGURE 5.7 Paul and Andrew Bassat 
are joint CEOs and co-founders of 
Australia’s number one jobs site. SEEK has 
developed a culture of working in teams 
and strong management skills, such as 
communication and negotiation, which 
are an important part of this approach.

Managers who are effective communicators and who are able to share their 
thoughts and plans will fi nd it easy to infl uence others (see the following Snapshot).

The secrets of great communication

What is the secret to great communication? Brilliant communicators are often found 
at the head of highly successful and pro� table businesses across the globe. Yet 
perceptions of what makes a great communicator are, like beauty, often in the eye 
of the beholder. Steve Jobs, the inspirational, charismatic Apple founder and former 
CEO who passed away in 2011, believed CEOs should exude a passion and a vision of 
the business’s future. Observers studied Steve’s amazing success as a communicator 
and emphasised some of the strategies that he advised other business leaders and 
presenters to consider. Let us examine some of Steve’s communication techniques.

Firstly, when Steve prepared, he rehearsed over and over, carefully taking into 
account the nature of the audience, the message and the ideas he wanted people to 
take ‘onboard’. He used his natural speaking voice in a friendly way — as if he was 
engaged in a normal conversation.

Steve’s presentations became events he wanted the world to watch. He believed in 
creating a drama. For example, when introducing the new iPhone, he had fun with his 
audience while he acted on stage, pulling the new phone from the smallest pocket in his 
jeans. Visual ideas were important to Steve. He thought audiences remembered more of 
what they saw than the words they heard. He always used simple, dramatic, high-quality 
pictures, but did not overuse the visuals. What do you think great communication is?

Steve Jobs, a self-made millionaire, portrayed himself as an individualistic, 
unconventional entrepreneur. He started Apple in 1976 in California, making the 
� rst computer in his garage. Later he created the iPod and started Pixar animations. 
Today, the company operates more than 400 retail stores in 14 countries and 
employs over 40 000 people worldwide.

Snapshot questions
1. De� ne the terms ‘inspirational’ and ‘charismatic’.
2. Outline Steve Jobs’ communication techniques.
3. Propose why speaking in a friendly way — ‘as if he was engaged in a normal 

conversation’ — is a smart communication strategy.
4. Determine what you think great communication is. Share your answer with 

other class members.

SNAPSHOT

❛Steve’s presentations 
became events he 
wanted the world 
to watch. ❜

Weblink
Use the Business 
communication weblink in 
your eBookPLUS to discover 
more about the importance 
of effective communication 
in business.
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Miscommunication
Owing to the complex nature of achieving effective communication, mistakes, 
misunderstandings and unforeseen barriers sometimes lead to false messages or no 
message being received. Miscommunication can have disastrous consequences in a 
business (see the following Snapshot).

Patients risk HIV infection after 
needle bungle

Patients who visited a New South Wales clinic to be scanned for cancer detection 
must wait three months before they � nd out whether they have been mistakenly 
infected with HIV. This is a case where misunderstanding may have the most severe 
repercussions.

A nurse who was newly employed at the clinic used the same needle on 
53 patients erroneously over the course of two months. The nurse put patients 
at risk when she mistakenly believed that the device used to check blood-sugar 
levels, called the Accu-Chek Multiclix, automatically changed needles. In fact, 
the nurse had to change the needles manually after each patient, but this did 
not occur.

The New South Wales clinic has since switched to using single-use devices to 
avoid the same error in future. A staff member with diabetes discovered the nurse’s 
error when she asked the nurse to administer the test on her. Once the error was 
discovered, all patients were sent a letter of apology and were advised to have a 
blood test for HIV and hepatitis B and C.

Dr Michael Jones, chairman of the private radiology company PRP Diagnostic 
Imaging that runs the clinic where the error occurred, said that he had been advised 
by an infectious disease specialist that the risk of infection through using the same 
needle on many patients was ‘low or very low’.

According to Dr Jones, the mistake occurred because of ‘misunderstanding at 
multiple levels’ regarding the use of the Accu-Chek Multiclix device. Nursing staff 
and patients have been offered counselling.

Snapshot questions
 1. Recall the miscommunication that occurred at PRP Diagnostic.
 2. Outline the steps that were taken to attempt to repair the damage caused by 

the error.
 3. Explain the potential consequences of this miscommunication.

SNAPSHOT

❛.  .  .  misunderstanding 
may have the most 
severe repercussions.❜

The importance of nonverbal communication
Communication is all about sending a message to another person. A message might 
be verbal, meaning words either written or spoken are used to convey the message. 
Alternatively, you may choose to convey a message using nonverbal methods as 
simple as a smile or an image to get your message across.

Nonverbal communication is any message that is not written or spoken. 
Nonverbal communication mainly consists of body language (posture, facial 
expressions, placement of limbs and proximity to others).

If you have ever gone to a party, then you are likely to be aware of how effective 
body language can be. A smile, a glance, a stare, the angle of a person’s head, a 
frown, a body movement or the invasion of someone’s personal space — they all 
communicate a message.

BizFACT
Research shows that about 70 per cent 
of workplace mistakes are the result of 
inef� cient (poor) communication. It is 
also the most quoted cause of employee 
frustration and business failure.

BizWORD
Nonverbal communication is any 
message that is not written or spoken.

Body language is the use of gestures, 
facial expressions and posture to 
communicate.

Nonverbal communication is any 
message that is not written or spoken.
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It is important for managers to be aware of the power of body language and 
the messages that can be secretly conveyed. Usually, body language conveys a 
more powerful message than spoken or written communication. This can result 
in contradictory messages being intentionally or unintentionally given. A manager 
who says she is free to talk to an employee about a work problem but then 
constantly glances at her watch is giving a message that it is not a convenient 
time to talk. Another example is a manager who expresses one emotion orally, 
such as confi dence, but then has body language reading ‘I don’t trust you’. Such 
a contradiction often suggests that actions ‘speak louder’ (and more accurately) 
than words.

FIGURE 5.8 Facial expressions 
and body postures can be used to 
communicate messages.

happy

defiant

anxious

aggressive

angry

welcoming

sad

volunteering

regretful

authoritarian

Strategic thinking skills
Consider the following quotes:

‘Who in the hell wants to hear actors talk?’
Harry Warner, founder of Warner Bros Studios, 1927

‘I think there is a world market for about fi ve computers.’
Thomas J. Watson, chairman IBM, 1943

‘There is no reason for any individual to have a computer in their home.’
Ken Olsen, president, Digital Equipment, 1977

‘Nothing has come along that can beat the horse and buggy.’
Chauncey De Pew, president of the New York Central Railroad, warning his 

nephew against investing in Henry Ford’s new company circa 1911

‘Everything that could be invented has now been invented.’
U.S. Patent Offi ce circa 1900

With hindsight we laugh at these quotes. And yet, at the time, most people 
would have agreed with the speakers. It could be argued that their shortsightedness 
inhibited strategic thinking. Therefore, they were not able to perceive meaningful 

BizFACT
Extreme care should be taken with 
body language communication 
because gestures can have different 
meanings in different cultures. For 
example, making a circle with the 
thumb and fore� nger is a friendly 
gesture in Australia, but it means ‘you 
are worth nothing’ in France.
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patterns in complex circumstances. Strategic thinking allows a manager to see the 
business as a whole — as a complex of parts that depend on and interact with each 
other, like the gears in a machine and to take the broad, long-term view.

The ability to think strategically lets the manager see the ‘big picture’. The manager 
may then:
•	 visualise how work teams and individuals interrelate
•	 understand the effect of any action on the business
•	 gain insights into an uncertain future
•	 see the business in the context of events and trends, and identify opportunities 

or threats.
Strategic thinking therefore involves thinking about a business’s future 

direction and what future goals the business wants to achieve. As a student, for 
example, you were thinking strategically when you made your senior course 
subject selections in Year 10. You had to imagine what the future job or study 
requirements would be when you left school, how the workplace may change 
over time, what future goals you wanted to achieve, and what would interest and 
motivate you in the future.

Many people assume that strategic thinking skills are the exclusive fi eld of senior 
management, but that is simply not true. Managers at all levels need to exercise this 
skill. It will help the business maintain its competitive position within a constantly 
changing business environment. Although some people seem to have a special gift 
for being able to predict and comprehend the future, strategic thinking can be 
learned through practice.

Summary
•	 Interpersonal (people) skills are those skills needed to work and communicate 

with other people and to understand their needs.
•	 Interpersonal skills include the ability to communicate, motivate, lead and 

inspire.
•	 Effective communication of business goals and the strategies to achieve them are 

crucial to achieving business success.
•	 Managers who are effective communicators and who are able to share their 

thoughts and plans will fi nd it easy to infl uence others.
•	 Miscommunication is to be avoided because it can lead to serious harm to 

the business.
•	 It is important for managers to be aware of the power of nonverbal communication, 

especially body language.
•	 Strategic management allows the manager to see the business as a whole and to 

take a broad, long-term view.
•	 Strategic thinking involves thinking about a business’s future direction and what 

future goals the business wants to achieve.

Revision
 1 De� ne the term ‘skill’.

 2 Recall two changes that have taken place in the structure of many businesses 
over the past decade that have resulted in the skills taking on added 
signi� cance.

 3 Examine � gure 5.6 on page 124.
(a) Identify some of the desired skills needed to perform this management 

position.
(b) Clarify which skill you consider to be the most important. Justify your answer.

BizWORD
Strategic thinking allows a manager 
to see the business as a whole and to 
take the broad, long-term view.

Strategic thinking allows a manager 
to see the business as a whole and to 
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 4 De� ne the term ‘interpersonal skills’.

 5 Explain why it is important for a manager to possess good interpersonal skills.

 6 ‘Interpersonal skills include the ability to communicate, motivate, lead and inspire.’

Describe a situation, from personal experience, that demonstrates where two of 
these abilities were used effectively.

 7 Discuss why managers should strive to improve their ability to communicate.

 8 Not everyone is a great communicator, but we can all learn. Identify a poor 
communication habit you have and propose what you might do to improve your 
communication skills.

 9 Investigate how well you communicate as a class. Ask your teacher to make 
up a statement and then conduct your own game of ‘Silent whispers’, where 
each member must pass the message on to another person. At the end of the 
activity, have your teacher read out the original statement and compare it with 
the � nal verbal statement from the class member in the group who was told the 
statement last.

 10 Describe how you might improve your own nonverbal communication skills with 
casual acquaintances. Refer to your use of eye contact, facial expression, gesture and 
voice-tone skills.

 11 De� ne the term ‘strategic thinking’.

 12 Explain why managers at all levels need to exercise strategic thinking skills.

 13 Draw a table similar to the one following to summarise details of the management 
skills in this section. The � rst entry has been completed for you.

Skill De� nition Characteristics
Application to 
the workplace

Interpersonal 
skills

It is the ability to work 
and communicate with 
other people and to 
understand their needs.

Managers get their 
work done through 
other people. They need 
to display empathy.

Managers use 
interpersonal 
skills to 
communicate, 
motivate, lead 
and inspire.

Extension
 1 In small groups, imagine you are board members of a medium-sized private company. 

The company manufactures electronic items for the domestic market. It has 
284 employees and its current turnover is approximately $115 million. The company 
is well established in domestic markets but, due to increasing competition, sales and 
pro� ts have been decreasing over the past few years.
 The board is preparing to hire a new chief executive of� cer to lead the company. 
In your group, create a pro� le of the business leader that you are seeking. Consider 
quali� cations, experience, skills and personality factors.
 Conduct a class discussion on the similarities and differences of each group’s 
pro� le. Propose reasons for any differences.

 2 From your knowledge of Steve Jobs, Apple founder and former CEO and his notions 
of great business leadership, determine four communication skills good managers 
should practise.

 3 Use the Communication skills test weblink in your eBookPLUS to take the test.
(a) Analyse your results.
(b) Deduce whether you think this is accurate.
(c) Propose how you could improve your communication.

Weblink
Communication skills test
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 4 ‘Being able to communicate effectively is the most important skill a manager can 
possess. Without this fundamental skill, all other attributes a manager may possess 
become less useful.’ Evaluate the accuracy of this statement.

 5 Construct a communication pie graph to illustrate the following information: 
spoken word = 7 per cent, nonverbal communication = 55 per cent and tone of 
voice = 38 per cent. Determine the important observation that can be made from 
these data.

 6 Create a PowerPoint presentation lasting no more than � ve minutes on one 
aspect of nonverbal communication that is of interest to you. Use the Nonverbal 
Communication weblink in your eBookPLUS to gather more information on 
this subject.

Vision skills
In his book Management: tasks, responsibilities, practices, Peter Drucker explains that 
it is ‘the fi rst response of the manager  .  .  .  to give others vision and the ability to 
perform’. By vision, Drucker means the clear, shared sense of direction that allows 
people to attain a common goal.

Drucker argues that vision is the essential contribution of management, for without 
it there can be no sense of cooperation and commitment, which makes achieving 
goals impossible. Drucker explains that the most effective way for managers to share 
their vision for the business is through the organisation’s goals. Knowing where 
the business is headed and what it is trying to achieve helps employees understand 
where the manager wishes to take the business. A manager without a clear vision for 
the business is like a person who attempts to lead a bushwalk without any idea of 
where the group wants to go, without a compass or even a map. The walk would 
become aimless. The same thing happens in a business whose manager has not 
communicated clearly its vision. The business is without guidance.

FIGURE 5.9 Managers must share their 
vision with others so employees know 
where the business is heading.

To share their vision and inspire others, managers will have to display effective 
leadership qualities. Leadership is the ability to infl uence people to set and achieve 
specifi c goals. A manager will use his or her leadership abilities to act as a bridge 
on which to support team members as they cross from the existing ideas into new 
and unfamiliar territory.

Weblink
Nonverbal communication

BizWORD
Vision is the clear, shared sense of 
direction that allows people to attain 
a common goal.

 is the clear, shared sense of 
direction that allows people to attain 

BizFACT
Having to develop a vision for the 
business is very important during times 
of constant change. Without a vision, 
any business will ultimately fail.

BizWORD
Leadership is the ability to in� uence 
people to set and achieve speci� c goals.

 is the ability to in� uence 
people to set and achieve speci� c goals.
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SNAPSHOT
❛ Today  .  .  .  a leader can 
reach every employee 
around the world 
to communicate a 
vision. ❜

Visionary leadership 

Visionary leaders inspire others to act in ways 
that transform a vision into reality. History 
shows that visionary leaders like Boudica, 
Emmeline Pankhurst, Mahatma Gandhi, 
Martin Luther King and John F. Kennedy 
carried vast numbers of people with them 
as they articulated a vision for change and 
a new and different future. Although these 
people were not involved in business, the 
principles remain the same. 

Leadership with vision in a business 
context means beginning with a clear 
vision, communicating that vision to those 
concerned, then motivating and inspiring 
those people to actively pursue that 
vision. This is particularly important when 
a business is undergoing change, either 
from within or forced upon it by external 
circumstances. Today with the help of 
technology such as videoconferencing, a 
leader can reach every employee around the 
world to communicate a vision.

Some important principles of visionary leadership can be summarised as follows.
•	 Challenge: Interrogate the status quo and think creatively about innovation.
•	 Enthusiasm: Commit to the vision and show open enthusiasm and passion.
•	 Facilitation: Join with the team and support others to share the vision.
•	 Participation: Set an example and provide a consistent role model.
•	 Celebration: Acknowledge and reward key achievements and milestones as they 

occur.

Snapshot questions
 1. Outline why communicating a vision is important within a business.
 2. Construct a concept map summarising the important principles of visionary 

leadership

Problem-solving skills
When confronted with a problem, many of us search for an answer, jump at the 
fi rst workable solution and move on. Management requires a more systematic 
problem-solving process when confronted with diffi cult and unfamiliar 
situations.

Problem solving means fi nding and then implementing a course of action 
to correct an unworkable situation. Although managers have to deal with many 
problems in the course of a day, not all problems require such a systematic, formal 
process. One of the most important skills a manager can develop is the ability to 
decide which problem they should give their full attention.

There are six steps in a typical problem-solving process (see fi gure 5.10). The 
fi rst step is to clearly identify what the problem is and what has caused it. The 
problem might be an industrial dispute or a need to develop a more socially 
responsible organisation. All of the facts and information that are relevant to the 
problem must be gathered. Some methods to use might be simply talking to people 
or completing questionnaires or surveys.

Gather relevant information

Develop alternative solutions

Analyse the alternatives

Choose one alternative
and implement it

Evaluate the solution

Identify the problem and causes

FIGURE 5.10 A problem-solving 
process

BizWORD
Problem solving is a broad set of 
activities involved in searching for, 
identifying and then implementing 
a course of action to correct an 
unworkable situation.

Problem solving is a broad set of 
activities involved in searching for, 
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FIGURE 5.11  A common problem managers have to deal with is workplace con� ict. Russell 
Scott, the Southeast Asia Divisional Manager for Geoline Services, knows that sometimes, 
what may seem like a trivial issue can quickly become a serious con� ict if not dealt with 
sympathetically and speedily. He believes successful con� ict resolution requires skilled 
negotiation based on compromise, collaboration and possibly some forcing of an issue.

Management will need to develop alternative solutions so that the 
problem can be solved with an open mind. A list of possible solutions should 
be made, including the seemingly ridiculous ones. After analysing each of the 
alternatives for their advantages and disadvantages, the best option should 
be chosen. The solution to the problem will then be implemented and 
subsequently evaluated. If the solution does not work, the process would have 
to start again.

Decision-making skills
The task of solving problems will obviously require making some decisions. 
Decision making is the process of identifying the options available and then 
choosing a specifi c course of action to solve a specifi c problem.

Effective decision making involves being able to make decisions within a 
particular time frame. It also requires a manager to adequately assess the risk 
involved if the decision is implemented.

Decision making can sometimes be dangerous. Not all management decisions 
are effective, as NASA discovered tragically in 1986, providing a case study of 
management decision making that shows dramatically the importance of the 
decision-making process (see the BizFact below).

Managers today are often confronted with complex, challenging and stressful 
decision-making demands. Accelerating change often makes it diffi cult to 
accurately predict the full effect of any decision. Therefore, managers need to 
develop an effective decision-making environment within the business. This can be 
accomplished by tapping into the creative potential of employees.

BizWORD
Decision making is the process of 
identifying the options available and 
then choosing a speci� c course of 
action to solve a speci� c problem.

Decision making is the process of 
identifying the options available and 
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Flexibility and adaptability to change skills
Not since the Industrial Revolution over 200 years ago has business experienced so 
much change. Over the next 10 to 20 years, the Australian business environment 
will dramatically change. How managers perceive and react to these changes will 
have dramatic consequences for their businesses.

Regardless of their level of management, successful managers are those who 
anticipate and adjust to changing circumstances. They must be flexible, adaptable 
and proactive rather than reactive. Those who are unprepared or passive in the 
face of change will not succeed.

Businesses today are recruiting and selecting managers who can cope with 
unfamiliar and unexpected circumstances. For example, Arthur Hancock, former 
Senior Human Resources Manager for Global Equities Limited, said:

We are seeking managers who have learned how to learn and can adapt to 
changing situations. We do not want managers who are dogmatic and infl exible. 
Such a style of management may have been appropriate 50 years ago, but not for 
today’s markets which are highly competitive, technologically driven and rapidly 
changing. We want to hire people who like surprises!

The topic of management and change will be examined in more detail in 
chapter 9.

Summary
•	 Managers must be able to provide a vision as to where the business is headed and 

what it is trying to achieve.
•	 To share their vision with others and inspire them, managers will have to display 

effective leadership qualities.
•	 Leadership is the ability to infl uence people to set and achieve specifi c goals.
•	 Managers must be able to solve problems — fi nding and then implementing a 

course of action to correct an unworkable situation.
•	 Managers must be able to make decisions — identifying the options available 

and then choosing a specifi c course of action to solve the specifi c problem.
•	 Managers must be fl exible, adaptable and proactive rather than reactive.

Reconciling the conflicting interests 
of stakeholders
As outlined in chapter 3, there are a number of stakeholders in business. 
Stakeholders are groups and individuals who interact with the business and 
thus have a vested interest in its activities. Over the last four decades, there 
has been a signifi cant philosophical shift in business conduct to meet society’s 
expectations.

Society increasingly expects businesses to accept responsibility and accountability 
toward all stakeholders for the promotion and management of change. Businesses 
are expected to be enterprising, to comply with the law, and be socially just and 
ecologically sustainable in their operations.

Most businesses are now extremely sensitive to public opinion and strive to be 
recognised as ‘good corporate citizens’. Businesses recognise that they increase 
their chances of success when they pursue goals that align with the interests and 
expectations of all stakeholders.

All the stakeholders who interact with a business require something different; 
all place competing demands upon the business. Some of these expectations are 

BizWORD
Flexible refers to being responsive to 
change and able to adjust to changing 
circumstances.

Proactive refers to a management 
style that incorporates dynamic action 
and forward planning to achieve 
particular objectives.

refers to being responsive to 
change and able to adjust to changing 

BizFACT
In 1986, NASA management had to 
decide whether to launch the space 
shuttle Challenger even though 
temperatures at the launch site had 
fallen below the levels normally 
required for a safe launch. Lower-level 
engineers expressed their concerns. 
However, top-level NASA managers 
decided to go ahead with the launch, 
a decision that resulted in the deaths 
of all the astronauts on board.
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compatible. For example, customers want quality products at reasonable prices. 
If the business meets this expectation then sales should increase, leading to 
greater profits. This in turn satisfies the business owners who are rewarded with 
higher dividends.

However, some expectations are incompatible; that is, they oppose each 
other. In this case, satisfying one set of stakeholders will most probably result 
in other stakeholders being dissatisfied. For example, employees and their 
unions require safe working conditions and reasonable wages while customers 
want reasonably priced products. Providing safer working conditions or a wage 
rise is ethically and socially responsible, but it will cost the business money 
in the short term. If the business wished to retain a high dividend to satisfy 
the shareholders’ expectations, then it may be forced to raise the prices of its 
products. This action will upset customers. On the other hand, the business 
may retain prices at the original level, reducing its profit. Doing this could cause 
disquiet among shareholders.

FIGURE 5.12 The 1998 Longford gas disaster killed two workers and cut Victoria’s gas supply 
for two weeks. Esso was later found guilty of solely contributing to the explosion by failing to 
provide adequate workplace safety and employee training.

To maintain its profit, the management of a business may choose to cut costs, 
for example, and ignore some of its responsibilities. These types of decisions can 
endanger employees or society, or damage the environment through pollution, 
raising serious ethical and social responsibility considerations. Management 
might choose to reduce costs by sacking employees or by compromising on 
product quality or safety, which also raises other ethical and social responsibility 
considerations.

Reconciling these conflicting interests is not always easy. Senior management 
must assess constantly the actions of the business and attempt to satisfy as 
many stakeholder expectations as possible, while at the same time acting in a 
responsible manner.
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Discuss strategies that could reconcile the conflicting 
interests of stakeholders
Individuals and corporations purchase shares in companies for a variety of reasons, 
not least of which is to make a profi t. Shares are sometimes purchased and held 
for only a short time. Such speculation is carried out with the intention of making 
a quick fi nancial gain. Speculators are not normally concerned with the business’s 
long-term strategies, philosophies or business practices. They are motivated by a 
quick return on their investment.

However, other buyers purchase shares with the intention of holding onto them for 
a reasonable period of time. These non-speculative shareholders are more concerned 
with the long-term investment strategies of their companies. While these shareholders 
are still motivated by the desire to make a profi t, they are able to adopt a long-term 
view. They appreciate the responsibility of a business to act as a responsible corporate 
citizen. They take into account the long-term impact of business decisions with 
particular regard to the environment and future generations.

The interests of society and future generations are very much reliant on the 
many decisions taken by businesses. Decisions concerning production processes, 
workplace practices, employment programs, product development and design, and 
business expansion will all have an impact on both present and future generations. 
Businesses have a responsibility to take into account the long-term effects of their 
current decisions.

One particular strategy that has been adopted by more enlightened businesses is 
to place greater emphasis on environmental practices. Adopting such a policy has 
benefi ts for both shareholders and society (see the following Snapshot).

Rip Curl — wave of change as the brand 
gets to the bottom of the deep, green sea

‘Keep it simple’ is the message from surf company Rip Curl in its bid to create 
environmental awareness.

The Australian company has employed a full-time environment of� cer to initiate 
and implement environmental solutions.

‘Our approach when we started the environmental policy in Europe was quite 
broad actually’, environment of� cer Eric Dargent explains.

‘We � rst looked at the main issues that we needed to address, and after some 
discussions, it was obvious what we had to start doing.’

‘The best way we approached this was to start within our own crew and by taking 
steps in our of� ces � rst, before asking designers to choose organic fabrics.’

‘Rip Curl has worked on all aspects of environmental management in 
our buildings, and started paper recycling and conserving energy which has since 
dropped by 10 per cent. Some of our showrooms had airconditioning on for 
24 hours a day, 365 days a year, so just little things like that have been a big 
step.’

Rip Curl has of� ces, stores and showrooms throughout the world, so its secondary 
aim was to look at the way its products could be shipped in an environmentally 
friendly way.

‘The company was shipping by air quite frequently, as it was quicker to do so. But 
we are now looking at shipping more of our product by sea which has been a viable 
alternative.’

Rail shipping was another option to move products from the ports to warehouses 
which have risen from 33 per cent to 74 per cent.

❛Rip Curl has worked 
on all aspects of 
environmental 
management  .  .  . ❜

SNAPSHOT

(continued)

BizFACT
Corporate social responsibility 
challenges each business to be 
accountable for the consequences 
of its actions. This means 
businesses must consider effects 
on all stakeholders while pursuing 
traditional economic goals.
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‘It is more dif� cult to use rail [as opposed to] road, but it emits less greenhouse 
gases, and it’s good to think we’re not adding more trucks on our roads’, Rip Curl 
Europe transport manager Cyril Dupouy says.

Regions have adopted their own practices in green logistics. Rip Curl Brazil uses 
paper tape instead of plastic tape when shipping goods, and Rip Curl Indonesia has 
started using plastic pallets instead of the wooden variety.

Based in the south of France, Dargent has investigated a way to make clothes 
more eco-friendly.

Having previously worked for an eco-friendly street label and maintaining 
a general interest in the environment, Dargent has played a big role in the 
development of the label Rip Curl Planet.

The range was launched � ve years ago in Europe and is now available 
worldwide.

The products are made with at least 55 per cent eco-friendly fabrics, including 
organic cotton, linen, hemp or recycled � bres.

‘The main message with the label was to keep it simple’, Dargent says. ‘We ensure 
that developers and designers keep within the guidelines of what we instigated with 
the range.’

World champion surfer Mick Fanning trialled a ‘green wetsuit’ last year while on 
tour, a � rst within the industry.

Wetsuits are one of the biggest sellers for the brand, with most made from 
Yomomoto rubber. Solvents are one of the biggest polluters with approximately 
800 tonnes evaporating into the air due to neoprene laminating processes. The 
green wetsuit, which is still in a prototype stage features a new neoprene that uses 
non-solvent glues in the lamination process.

The company also has a wetsuit recycling program known as Project Resurrection 
where consumers can donate their old wetsuits which are then turned into 
shoe outsoles.

Rip Curl holds a number of surf events across the world. The Rip Curl Pro, held at 
Bells Beach in Victoria, was turned into a carbon-neutral event in 2008. The company 
also ran the � rst solar-powered webcast in the US and used hydrogen fuel cells to 
power a third of an event site in Europe.

The surf company works closely with WWF and has started the Rip Curl Planet 
Foundation which assists in preserving surf spots as well as funding educational and 
eco-design projects.

The foundation has handed out more than $342 000 to environmental groups.
Source: Cassandra Murnieks, The Australian, 7 October 2010.

Snapshot questions
 1. Outline strategies Rip Curl has implemented in its bid to create environmental 

awareness.
 2. Explain the impact these strategies could have on the company.

Many business analysts are now starting to refer to the ‘triple bottom line’ — 
economic, social and environmental performance — where shareholder value 
increases through the careful management of stakeholder value. More businesses 
are realising that reconciling confl icting interests and increasing stakeholder value 
ensures long-term growth and survival.

To reconcile the confl icting interests between shareholders and employees, 
businesses can look into employee share acquisition schemes. Such schemes 
provide the opportunity for eligible employees to purchase shares in a business, 
often at a reduced price. This aligns the interests of both groups as a number of 
employees become shareholders.

BizWORD
The triple bottom line refers to the 
economic, social and environmental 
performance of a business.

triple bottom line refers to the 
economic, social and environmental U
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Another widely used strategy is to offer training and professional development 
to employees. An educated and skilled workforce works more effi ciently, reducing 
production costs. This results in rising profi ts, which pleases shareholders. Also, 
better trained staff produce a higher quality product, thus satisfying customer 
expectations.

The more successfully a management team achieves the business’s goals, the more 
it will be able to satisfy a greater number of stakeholders. Therefore, to succeed in 
reconciling the confl icting interests of stakeholders a business needs competent, 
informed, ethical and socially responsible managers.

In a desire to reconcile the confl icting interests of the various stakeholders, 
some businesses use a process of stakeholder engagement (see the following 
Snapshot). Stakeholder engagement refers to businesses sharing information 
with and seeking input from stakeholders, and involving them in decision making. 
Businesses anticipate that by engaging stakeholders they are more likely to act in 
an ethical or socially responsible manner.

Businesses also anticipate that a positive image of the business will be maintained 
if all stakeholders have their expectations satisfi ed, leading to increased sales as 
well as an improved reputation for corporate social responsibility.

BHP Billiton — stakeholder engagement

With 125 000 employees and contractors working in 25 countries, BHP Billiton is the 
world’s largest mining company. It was formed in 2001, following a merger between 
BHP and Billiton. BHP Billiton’s major businesses include aluminium, coal, copper, 
manganese, iron ore, uranium, nickel, silver and titanium minerals, and it also has 
substantial interests in oil, gas, lique� ed natural gas and diamonds. The headquarters 
for BHP Billiton Limited is located in Melbourne. BHP Billiton identi� es its 
stakeholders on its web page, as well as explaining how it engages them.

SNAPSHOT

(continued)

FIGURE 5.13 Training provides bene� ts 
for both the employee and the employer.

BizWORD
Stakeholder engagement refers to 
businesses sharing information with 
and seeking input from stakeholders, 
and involving them in decision 
making.

Stakeholder engagement refers to 
businesses sharing information with 
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❛ BHP Billiton says 
that individual sites 
work with their own 
host communities, 
using community 
consultation and 
engagement 
groups. ❜

Stakeholder engagement at BHP Billiton
BHP Billiton claims that it regularly consults employees and contractors, local and 
indigenous communities, shareholders and customers. It realises that other groups, 
such as the investment community, business partners, community organisations, 
unions, non-government organisations, suppliers, governments, media and industry 
associations have an in� uence on the business. Some of BHP Billiton’s stakeholder 
engagement methods are described under the following headings.

Community organisations
Community organisations often represent local and indigenous communities near 
BHP Billiton’s operations. Community organisations need to be assured that any 
potential environmental and social impacts associated with BHP Billiton’s operations 
are kept to a minimum, and that opportunities arising from the operations 
are maximised. BHP Billiton says that individual sites work with their own host 
communities, using community consultation and engagement groups.

Customers
BHP Billiton’s customers are mostly other large organisations. BHP Billiton 
says that they are usually interested in product quality, cost and delivery. The 
marketing area regularly communicates with customers. Technical support assists 
in the use and handling of products. Customers receive information about 
products and have the opportunity to visit BHP Billiton operations sites to learn 
more about its products.

Employees and contractors
Employees and contractors are very much concerned with their own health and 
safety as well as working conditions in general. Members of staff need to be 
provided with career and training opportunities to maintain employee satisfaction. 
BHP Billiton realises that an operation’s employees and contractors, who live 
locally, will also be concerned about such things as local employment, business 
creation and social infrastructure, schooling and health care. Quality of housing 
is also important to staff who live in remote communities. Processes need to 
be in place to enable employees and contractors to participate in performance 
improvement initiative, and to take part in performance reviews and employee 
surveys. Communication is vital.
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❛  Communication is 
vital.  ❜

Government
BHP Billiton respects the authority of government at country, state (or regional) and 
local levels. It attempts to work openly and constructively with the government of 
the country where it is operating.

Shareholders
BHP Billiton has shareholders in Australia, Europe and North America. Shareholders 
are interested in seeing suitable organisational performance and governance leading 
to pro� t, BHP Billiton communicates with shareholders at annual general meetings, 
through regular print and electronic communications, and through its website.

Suppliers
BHP Billiton’s suppliers include local businesses close to its operation as well as large 
international suppliers. Its suppliers are interested in supply agreements and payment 
processes as well as the standards that BHP Billiton requires of them. A single point of 
contact at BHP Billiton ensures that regular reporting and communications are maintained 
between the company and its suppliers. BHP Billiton attempts to use local suppliers and 
supports these suppliers in enhancing community development opportunities.

Snapshot questions
1. Describe the term ‘stakeholder engagement’.
2. Identify BHP Billiton’s stakeholders.
3. Complete the following table to demonstrate how BHP Billiton engages with 

its stakeholders. The � rst one has been completed for you.

Stakeholder Explanation Interests
Engagement 

method

Community 
organisations

They often 
represent local 
and indigenous 
communities near 
BHP Billiton’s 
operations

They need to be assured 
that environmental 
and social impacts 
will be minimised and 
that opportunities are 
maximised

Individual sites work 
with communities, 
using community 
consultation and 
engagement groups

 4. Outline some of the bene� ts of stakeholder engagement.
 5. Explain how the management of con� icting stakeholder interests can lead to 

a business being viewed as socially responsible.

Summary
•	 Stakeholders are groups and individuals who interact with the business and thus 

have a vested interest in its activities.
•	 Society increasingly expects businesses to accept responsibility and accountability 

towards all stakeholders.
•	 Stakeholder expectations can be compatible or incompatible.
•	 Managers need to reconcile the confl icting interests of various stakeholders.
•	 Senior managers must attempt to satisfy as many stakeholder expectations 

as possible.

Digital doc:
Use the Chapter summary 
document in your 
eBookPLUS to compile your 
own notes for this chapter.

Searchlight: DOC-14114
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•	 Economic development must be accomplished sustainably.
•	 The triple bottom line refers to the economic, social and environmental 

performance of a business.
•	 Reconciling the confl icting interests of stakeholders requires competent, informed, 

ethical and socially responsible managers.
•	 Stakeholder engagement is a process that assists in reconciling the confl icting 

interests of stakeholders.

Revision
 1 Draw a table similar to the one below and summarise details of the management 

skills discussed in this section.

Skill De� nition Characteristics Application to the workplace

 2 Clarify why Peter Drucker argues that ‘vision is the essential contribution 
of management’.

 3 Outline the relationship between ‘vision’ and ‘leadership’.

 4 (a) Identify two or three people who you consider to be effective leaders.
(b) Against each name, outline the personal qualities each person displays.
(c) Determine what leadership qualities the individuals have in common.
(d) Compare your answer with other class members.

 5 Recall the six steps in a typical problem-solving process.

 6 Explain the relationship between problem solving and decision making.

 7 Discuss why it is important for managers to be proactive rather than reactive.

 8 De� ne the term ‘stakeholder’.

 9 Recall information to complete the following table. The � rst one has been completed 
for you.

Major stakeholders In� uence

Customers Put pressure on business to satisfy their needs, act 
ethically and be socially responsible

Employees

Shareholders/owners

Society/physical environment

 10 Demonstrate the ways in which the interests of stakeholders’ con� ict.

 11 Distinguish between compatible and incompatible expectations of stakeholders. 
Provide examples.

 12 In small groups, recommend methods a business could use to reconcile the following 
con� icting interests.
(a)  Consumers demanding cheaper products and employees wanting higher wages
(b)  Shareholders desiring a higher return on their investment and society wanting a 

cleaner environment
(c)  Managers being required to keep costs of production down and the government 

demanding improvements in occupational health and safety practices.

 13 Demonstrate ways a business can show that it is acting in an ecologically sustainable 
manner.

 14 Explain how stakeholder engagement can assist in reconciling the con� icting 
interests of stakeholders.

EXERCISE 
5.3

Digital doc:
Test your knowledge of key 
terms by completing the 
Chapter crossword in your 
eBookPLUS.

Searchlight: DOC-1203
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Extension
1 You have been asked to make a three-minute oral presentation at the local 

chamber of commerce meeting. The topic you have selected is ‘The essential 
skills of management’. Investigate the topic and present your report to the class. 
For each skill, include a de�nition of the skill, its characteristics and application 
to the workplace. You might like to use PowerPoint to present your  
lecture.

2 (a)  Identify the major stakeholder groups often mentioned in relation to social 
responsibility.

(b) Analyse to what extent these groups apply to your school.
(c) Determine what other stakeholders you might add.

 3 ‘To be effective, corporate strategy must take into account the interests, needs, 
and expectations of all the business’s stakeholders. Companies should have a 
strategy that combines business goals and broad social interests.’ Evaluate this 
statement.

 4 Complete the following table. Propose any skills that you think could be used to 
achieve the business goals, and explain how they could be used. The �rst entry has 
been started for you.

Business goals Skills How

Improve the culture of a 
business

Communication Explain to staff the changes that will 
take place.

Problem solving Use the problem-solving steps 
to work out what problems are 
preventing the culture from 
improving.

Successfully merge with 
another company

Improve social responsibility

Improve staff satisfaction
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