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CHAPTER 6

Achieving business goals
6.1 Introduction: What are goals?
People start up a business because they want to achieve something; they have goals 
they want to attain. From an early age, you have been setting goals. A goal is a 
desired outcome (target) that an individual or business intends to achieve within a 
certain time frame. For example, when you were in primary school some goals you 
may have wanted to achieve could have included:
• learning to play a musical instrument
• becoming a member of a sporting team.
• In secondary school, the goals will have changed and may now include:
• acquiring a part-time job
• improving your debating skills
• achieving the best possible results in Business Studies.

Success in achieving your goals is often determined by the amount of planning 
you undertake. Detailed planning increases the likelihood of successfully achieving 
your goals.

FIGURE 6.1 Just like a gold medal is 
the goal for an Olympic athlete, goals 
are the targets that a business and its 
employees work towards.

As with individuals, businesses:
• need to establish goals
• are required to undertake planning to successfully achieve specifi c goals.

BizWORD
A goal is a desired outcome (target) 
that an individual or business intends 
to achieve within a certain time frame.

BizFACT
Although some people distinguish 
between goals and objectives, most 
managers typically use the terms 
interchangeably.
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The importance of goals
Carefully prepared goals — begin with the end in mind — benefi t managers by:
1. Serving as targets. With goals, managers at all levels would fi nd it easier to make 

coordinated decisions because they understand what the business is trying to achieve.
2. Measuring sticks. Specifi c goals act as a benchmark against which the business 

can measure its performance — that is, the actual outcome is compared with 
the planned goal.

3. Motivation. Good quality goals represent a challenge — something to aim for. 
They act as a motivating force. Employees will gain satisfaction when they 
successfully achieve a challenging goal. Goals also provide managers with a basis 
for rewarding performance, which in turn acts as a motivator.

4. Commitment. Getting an employee to agree to achieve a goal — or better 
still, having the employee participate in the goal-setting process — gives that 
employee a personal stake in the success of the business.

FIGURE 6.2 The goals of a business 
should be shared with employees so they 
know what to aim for.

To be most effective, business goals should be S.M.A.R.T (see the following 
snapshot). For example in 2012 one of David Jones’s objectives was to have three 
women on their board by 2015.

S.M.A.R.T. goals

Using the S.M.A.R.T. technique — a common acronym in goal setting — is the best 
method for writing effective goals. Using this technique will help the business owner 
to de� ne the goals more easily, and the details involved in achieving them. S.M.A.R.T. 
goals should be:
1. Speci� c. Goals should be straightforward and emphasise what the business wants 

to happen.
2. Measurable. Decide on goals whose progress can be measured so the business 

owner can see the change occur. This helps the business stay on track.
3. Achievable. Goals need to be challenging but not be too far out of the business’s 

reach, otherwise the business owner and employees will become unmotivated 
due to the lack of success.

SNAPSHOT

(continued)

BizWORD
A benchmark is a standard by which 
something can be measured or 
judged.

BizFACT
A business’s goals will alter over time 
due to changes in the internal and 
external business environment.
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4. Realistic. The goals must represent something that the business owner and 
employees are both willing and able to work towards.

5. Timebound. The goals must have deadlines and sub-deadlines attached to them, 
otherwise the commitment is too vague.

As Nina Dravik, owner of Transcend Interiors says, ‘The � rst step in planning is 
to set goals. With easily understood and sensible goals, the business has direction 
and purpose. However, goal setting is a two-edged sword. If done correctly, goal 
setting results in a remarkable improvement in the business’s performance. If done 
badly, it results in poor performance results. Consequently, when setting goals for my 
business I use the S.M.A.R.T. technique because it produces clearly de� ned goals that 
provide employees with direction, focus and understanding.’

Snapshot questions
 1. State what the acronym S.M.A.R.T. represents.
 2. Explain what Nina Dravik means when she says that ‘The � rst step in 

planning is to set goals’.
 3. Recall why Nina Dravik uses the S.M.A.R.T. technique.

Summary
•	 People start a business because they want to achieve something: they have goals 

they want to attain.
•	 A goal is a desired outcome (target) that an individual or business intends to 

achieve within a certain time frame.
•	 Success in achieving your goals is often determined by the amount of planning 

you undertake.
•	 Carefully prepared goals benefi t managers by:

 – serving as targets
 – measuring sticks
 – motivation
 – commitment.

•	 The best method of writing effective goals is by using the S.M.A.R.T. technique.

Revision
 1 De� ne the term ‘goal’.

 2 Recall what often determines the success in achieving goals.

 3 (a) Describe two personal goals.
(b) Identify when you want to achieve them.
(c) Outline what planning will be required to achieve these goals.

 4 Discuss what is meant by the statement ‘begin with the end in mind’.

 5 Summarise how carefully prepared goals will bene� t managers.

 6 Identify a benchmark you use to assess your achievement in Business Studies.

 7 Read the following two statements. Decide and justify which one is a goal and which 
one is not.
(a) ‘To improve customer service.’
(b) ‘To respond to every customer enquiry courteously and completely within 

three hours.’

Extension
 1 ‘We plan to expand our market into Asia, increasing worldwide market share by 2 per 

cent over the next three years.’ Determine whether this goal is more likely to belong 
to a large or small business. Give reasons for your answer.

Weblink
Use the SMART weblink in 
your eBookPLUS to discover 
more about setting goals 
using the SMART technique.

EXERCISE 
6.1

❛ I use the S.M.A.R.T. 
technique because 
it produces clearly 
defined goals  .  .  . ❜
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 2 Re� ect on a goal you have recently achieved. Analyse the reasons why you were 
successful in achieving this goal.

 3 Using the S.M.A.R.T. technique, create a suitable goal for the following businesses:
(a) Blue Hills Corner Store
(b) Evergreen Nursery
(c) Banthai Restaurant.

6.2 Business goals
In most cases a driver of a car knows his or her fi nal destination and has a plan of 
how to get there. All organisations should set goals. This increases their chances of 
success. Figure 6.3 illustrates six common business goals.

Business goals

Pro�ts
Market
share

Share
price

Social EnvironmentalGrowth

FIGURE 6.3 Common business goals

Profits
Have you ever saved enough money to purchase an expensive item? If so, you 
probably kept a record of all the money you received (revenue), the money you spent 
(expenses) and the resulting balance. These records provided you with information 
about your cash fl ow position. As you saved more and the balance increased, you 
were able to determine how close you were to achieving your fi nancial goal. One of 
the most basic fi nancial goals for businesses is to maximise profi ts.

As explained in chapter 1, profi t is what is left after the costs of producing and 
supplying the product (expenses) have been deducted from money earned from 
sales (revenue). If the business is unable to consistently make a profi t, it will fail. 
Only profi table businesses survive in the marketplace.

A major indicator of a business’s success is the size of its profi t, so many 
businesses not only want to make a profi t, they want to maximise their profi t. 
Pro� t maximisation occurs when there is a maximum difference between the total 
revenue (that is, the number of sales made multiplied by the price) coming into 
the business and total costs being paid out (see fi gure 6.4). The goal of seeking 
to make as much profi t as possible is probably pursued by a larger number of 
businesses than any other goal.

Total sales × price = Total revenue (TR)
Total expenses incurred in operating the business = Total costs (TC)

Pro�t = TR – TC
Maximum pro�t = TR at maximum difference from TC

FIGURE 6.4 Pro� t maximisation

One way of maximising profi ts is to increase sales. This may be done by 
lowering the price so consumers purchase more. Alternatively, the business may 
seek to increase sales through a well-targeted marketing campaign or creating more 
innovative products or delivering better services.

The profi t maximisation goal is likely to be more benefi cial to a business if 
adopted over the long term. Ironically, this may require a business to accept either 

BizWORD
A goal is a desired outcome (target) 
that an individual or business intends 
to achieve within a certain time frame.

BizFACT
All businesses have � nancial goals as 
well as a system of � nancial record 
keeping. Financial records are also 
used to determine the business’s level 
of success.

BizWORD
Pro� t maximisation occurs when 
there is a maximum difference 
between the total revenue (that is, 
the number of sales made multiplied 
by the price) coming into the business 
and total costs being paid out.

BizFACT
Not all businesses aim for pro� t 
maximisation. Some, especially small 
businesses, aim for only satisfactory 
pro� ts. They prefer returns that ensure 
the business’s survival and provide a 
comfortable lifestyle.
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FIGURE 6.5 There are many ways 
businesses can increase pro� t. Price may 
be lowered to increase the volume of 
sales or clever advertising may convince 
the consumer to buy a product.

lower profi ts or losses in the short term. A business entering a new market or 
introducing a new product, for example, usually performs best by initially setting 
low prices to build a large customer base. This is a strategy that Virgin Airlines 
adopted when it entered the Australian market. It offered cut-price airfares to 
tempt passengers away from the established carriers. Virgin has as its long-term 
goal ‘the desire to maximise profi ts’, but they realised it would take a number of 
years to achieve.

Market share
Market share refers to the business’s share of the total industry sales for a 
particular product. This is easy to visualise using a pie chart that shows the 
percentage of sales the business has in relation to all its competitors. In most 
industries, market share is usually a goal for only large businesses. Such 
businesses often develop an extensive product range, using many different brand 
names to gain an extra few percentage points of market share. Small market share 
gains often translate into large profi ts for these businesses. Bauer Media Group, 
which now owns ACP, is Australia’s leading magazine publisher. It dominates 
the celebrity weeklies category with 46.2 per cent market share; the motoring 
category with 88.5 per cent; the health category with 57.1 per cent; and in the 
women’s lifestyle category 55.8 per cent, with titles including Elle, Cosmopolitan 
and CLEO. Overall, Bauer Media Group captures about 50.6 per cent of total 
Australian magazine market share.

Increasing market share is an important goal for businesses that dominate 
the market, because small market gains often translate into large profi ts (see the 
following Snapshot).

BizWORD
Market share refers to the business’s 
share of the total industry sales for a 
particular product.

BIZFACT
German global magazine group, 
Bauer Media, took over ACP in 2012. 
It publishes more than 70 magazines 
in Australia, with 40 audited titles 
selling 70 million copies each year. They 
include the country’s biggest-selling 
monthly magazine, Australian Women’s 
Weekly, Australia’s number one weekly 
magazine, Woman’s Day, Dolly, NW, TV 
Week, Cleo, Cosmopolitan, Australian 
Gourmet Traveller, Australian House & 
Garden and Wheels. Bauer Media 
currently produces digital editions for 
47 of its Australian titles.
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FIGURE 6.6 Bauer Media publishes more than 70 magazines in Australia, selling in excess of 
40 million copies.

Coles v Woolworths — market share battle

The Australian grocery market is dominated by two large supermarket chains: Coles 
(owned by Wesfarmers) and Woolworths.

According to most estimates, Coles and Woolworths account for approximately 
80 per cent share of the packaged grocery market with 37 per cent and 43 per 
cent market share respectively. For fresh produce, their market share is somewhat 
lower. Combined they have about 47.2 per cent share of the fresh meat market and 
45.5 per cent of the fruit and vegetable market. Between the two, they account for 
more than 70 cents out of every $1 spent on groceries in Australia.

While some consumers may prefer one supermarket over the other, in reality, 
the experiences offered by both supermarkets are incredibly similar. So, what is 
that makes customers choose one over the other? In the end, it all comes down 
to marketing.

In an attempt to close the gap on Woolworths, Coles kicked off a price war. The 
battle started in 2011 when Coles cut their homebrand milk to $1 a litre as part 
of their ‘down, down, prices are down’ campaign. In an attempt to grab market 
share, Coles has focused on delivering value for its customers. They believe that the 
perception of price leadership will be invaluable in attracting more shoppers to their 
store. In response, Woolworths also began reducing the cost of other staples such as 
bread, toilet paper and tea. The two supermarkets are now locked in an intense price 
war and are in a constant battle to lower prices in order to attract customers from 
each other.

Snapshot questions
 1. Recall the market share of Coles and Woolworths.
 2. Explain why the two supermarket chains are constantly battling to increase 

their share of the total market.
 3. Predict whether the changes introduced by Coles will be successful. Give 

reasons for your answer.

SNAPSHOT

❛  .  .  .  in a constant 
battle to lower prices 
in order to attract 
customers from 
each other ❜
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The market share of SMEs is usually restricted to the size of the business. A local 
corner store’s market share, for example, is limited to the number of customers 
living within its immediate area.

One of the most successful strategies used to increase market share is promotion. 
Promotion describes the methods used by a business to inform, persuade and 
remind a market about its products. Promotion can be used to convince new 
customers to try a product, while maintaining established customers’ product 
loyalty. Advertising that emphasises the product’s features also assures those who do 
use the product that they are making the right decision.

Growth
Most businesses want to grow. They can achieve growth internally (organically) or 
externally. Internal growth could involve employing more people, increasing sales, 
introducing innovative products, purchasing new equipment or establishing more 
outlets. McDonald’s has pursued an ambitious growth program by selecting a large 
number of sites for future expansion.

External growth is achieved by merging with or acquiring other businesses. A 
merger occurs when two businesses join together to become one — for example, 
when the airline company Qantas joined with Jetset Travel. Expansion can also 
take place through acquisition. This means that one business purchases another 
business — for example, when Coca-Cola Amatil purchased Neverfail Springwater 
and Mount Franklin bottled water suppliers; SPC Ardmona, IXL and Taylor’s food 
products; and Goulburn Valley packaged ready-to-eat fruit merchandise.

FIGURE 6.7 Coca-Cola Amatil has 
attempted to maximise its growth 
through the acquisition of a diverse range 
of sparkling, still and alcoholic beverages, 
and food products.

Maximising growth is not a goal that only large businesses can achieve. Many 
successful SMEs have followed similar strategies and in the process expanded to 
become large businesses. However, some small business owners are content to 
maintain the existing size of their business to:
• avoid the added pressures of expansion in a desire for a quiet life or a particular 

lifestyle
• keep control over the business’s operations
• maintain personal contact with the customers.

BizWORD
Promotion describes the methods 
used by a business to inform, 
persuade and remind a market about 
its products.
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Share price
A share is a part ownership of a public company. Shareholders therefore are the real 
owners of companies. There are two reasons why a person will buy shares. Firstly, 
they may purchase shares in the hope of selling them for a higher price. Secondly, 
owning shares in a company entitles an investor to a part of the company’s profi ts, 
which is distributed in the form of dividends.

For companies that wish to be successful, they need to maximise the returns 
of their shareholders. This is achieved by keeping the share price rising — 
constantly improving the share price — and paying back healthy dividends. 
This is a goal that Woolworths has been trying to achieve over the past decade 
(see fi gure 6.8)
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FIGURE 6.8 The Woolworths share price increased from around $5 in early 2000 to a peak 
of $34.85 in 2007. During the global � nancial crisis, the share price fell, as did most companies’ 
during this period. Since then, their share price has remained relatively stable, mostly within the 
$25 to $30 band.

Of course, businesses must be aware that they operate within a wider community 
that expects corporations to act ethically. Unethical activities may temporarily 
improve a company’s share price but ultimately end up being detrimental to 
a business.

Social goals
All businesses operate within a community and, like individuals, have certain 
social responsibilities. Many businesses develop social goals and adopt strategies 
that will benefi t the community, while achieving fi nancial goals. Among the main 
social goals are:
1. Community service. Business sponsorship of a wide range of community 

events, promotions and programs rapidly increased during the past decade. 
Many businesses fi nancially support educational, cultural, sporting and 
welfare activities.

2. Provision of employment. Most large businesses do not regard employment 
of people as a main goal. Many small business owners, however, look at the 
continuity of their business, sometimes employing family members who 
otherwise might be unemployed.

3. Social justice. Everyone has the right to be treated fairly. A business may be 
concerned for social justice — that is, it adopts a set of policies to ensure 
employees and/or other community members are treated equally and fairly.

BizWORD
A share is a part ownership of a 
public company.

BizFACT
Through its numerous values 
and campaigns, The Body Shop 
expresses its commitment to social 
and environmental justice on a local 
and global level. Recent campaigns 
include ‘Walk in her shoes’, ‘Stop 
sex traf� cking of children and young 
people’, ‘Climate friendly’, ‘Rethink 
refugees’ and ‘Stop violence in the 
home’. The Body Shop prides itself on 
being a retail activist.

BizWORD
Social justice in business is about 
adopting a set of policies to ensure 
that employees or other community 
members are treated equally and fairly.
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Environmental goals
Imagine that the world is like a business. As owners of this business you would be 
concerned about its future prospects. Every year, more output is demanded and 
consequently its production lines work faster and faster. However, the raw materials 
used to produce the vast array of goods and services are shrinking at a frightening 
rate. In the effort to increase output, essential maintenance is sometimes ignored. 
The business’s water and power supplies are under increasing threat. To continue 
this way will be unsustainable and the business will eventually fail.

Does this sound unbelievable? Possibly. But in many ways this is what is 
happening to the world we live in. For quite a while people have treated 
the Earth just as they like, without giving much thought to the long-term 
consequences. However, the past is catching up with us. It is obvious that we 
cannot continue as we have; things will have to change. And the good news 
is that these changes are already occurring. There are signs that people and 
businesses are becoming more environmentally aware. Enlightened businesses 
are adopting practices of ‘recycle, renew and regenerate’, as well as adopting 
a ‘green’ attitude, and developing products and creating ideas that are 
environmentally friendly (see fi gure 6.10). These business practices reduce the 
impact on the planet’s health so that future generations are not disadvantaged.

Sustainable development
So far we have painted a somewhat bleak picture of the possible future. 
Fortunately, however, the world is moving away from many of its past 
practices. Economic growth must be achieved sustainably. Many in society 
now argue that economic growth should not occur at the expense of polluting 
and degrading the air, water and forests that are essential to support life on 
this planet. There needs to be a balance between economic and environmental 
concerns — in other words, sustainable development.

FIGURE 6.10 Johnson & Johnson aspire to be the most environmentally and socially 
responsible company in the world. More than 20 years ago, they developed their � rst 
environmental goal aimed at reducing toxic emissions. Since then, they have set a series of 
long-term goals that address a wide range of environmental impacts. In 2011, they unveiled 
Healthy Future 2015, which outlines their goals for the next � ve years.

FIGURE 6.9 Delta Goodrem is the 
national patron of Ronald McDonald 
House, which provides programs and 
accommodation for seriously ill children 
and their families. McDonald’s Australia 
is a large business that provides � nancial 
assistance to cover all administration 
and management costs of the Ronald 
McDonald House Charity, which is 
an independent charity. Individual 
McDonald’s stores, which are owned 
by franchisees, also provide invaluable 
time and assistance to the charity.

BizFACT
Australia exports about $1.6 billion 
worth of environmental products and 
services each year.

BizWORD
Sustainable development occurs 
when the needs of the present 
population are met without 
endangering the ability of future 
generation to meet their own needs.
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Businesses are starting to play their part in achieving sustainable development. 
Pressure to change has come from society’s increasing awareness of environmental 
issues. As well, governments are imposing stricter environmental regulations 
on business practices. This will provide many new business opportunities for 
environmental services and products (see the following Snapshot).

❛ SITA has developed 
strategies to help 
solve one of the 
major environmental 
problems. ❜

SNAPSHOT

Sustainable and successful

The Australian Business Award for Environmental Sustainability, conducted 
annually, recognises businesses that implement policies that exhibit leadership and 
commitment to the preservation and protection of the environment.

Some of the 2013 winners included:
•	 Club Assist. Club Assist is an organisation that provides Royal Automobile Club of 

Victoria members with a battery replacement service. They were recognised for their 
efforts in reducing their carbon footprint in many ways. For example, Club Assist 
branded batteries are made using recycled lead and plastic, and the company has 
developed battery recycling programs designed to maximise collection rates for batteries.

•	 Kimberly-Clark Australia. Kimberly-Clark is a global health and hygiene 
company. The company was recognised for their ongoing commitment to 
driving environmental and social sustainability practices. They have made great 
progress in reducing their environmental footprint since they implemented a new 
sustainability strategy called Our Essential World in 2012.

•	 Lush Fresh Handmade Cosmetics. LUSH specialises in selling fresh, handmade 
bath and beauty products made from the � nest natural ingredients. They take 
environmental sustainability very seriously through a range of initiatives. Some 
of their initiatives include campaigning in support of protecting the environment 
and humanitarian causes, not conducting animal testing, ethical sourcing of 
ingredients, responsible packaging and encouraging community recycling.

•	 SITA Australia. SITA is a business that provides integrated waste management 
and resource recovery solutions. They offer best practice environmental solutions 
for the collection, recycling and disposal of materials. SITA has developed 
strategies to help solve one of the major environmental problems — the 
sustainable and ethical management of waste.

Snapshot questions
Select one of the above businesses and use the Sustainable Businesses weblinks in 
your eBookPLUS to answer the following questions.
 1. Brie� y outline the business’s operations.
 2. Summarise the business’s commitment to the environment.
 3. Determine the bene� ts of their environmental initiatives.

Weblinks
Sustainable Businesses

6.3 Achieving a mix of business goals
The preceding sections outlined some of the fi nancial goals of a business, as well as 
social and environmental goals. Businesses do not generally have only one specifi c 
goal; they have a range of goals because they have different stakeholders who 
each have different needs. Managers therefore have a mix of goals that they try to 
achieve simultaneously.

Most business goals are interdependent, that is, they all help the business 
achieve its prime function. Some goals are compatible in the sense that certain 
strategies implemented by the business in pursuit of a particular goal will actually 
assist in achieving multiple goals. For example, strategies employed by a business 
to achieve the goal of maximising growth may simultaneously help that business 
achieve the goals of maximising profi ts and increasing market share.
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Sometimes it can be difficult for a business to achieve all of its goals simultaneously 
because the links between the goals make some of them incompatible; that is, they 
conflict with each other. Such a situation will force a business owner into deciding to 
adopt a compromised position; a trade off between conflicting goals. A business owner 
may face the dilemma of having to choose whether to maximise profits or increase 
market share. It is sometimes a difficult decision. You have probably faced a similar 
dilemma: for example, should you go to the movies or prepare for an exam? The two 
‘goals’ are conflicting and, just like a business owner, you must make a decision.

FIGURE 6.11 Coca-Cola Amatil 
attempts to achieve a mix of business 
goals. Their current strategic objectives 
are to continue to provide sustainable 
returns that are superior to those of their 
competition; to invest in their capacity 
and encourage business growth; and to 
conduct business and operate within the 
community as a good corporate citizen.

Summary
•	 A business attempts to achieve a variety of goals. These goals relate to:

 – profits
 – market share
 – growth
 – share price
 – social
 – environmental.

•	 Profit maximisation occurs when there is a maximum difference between total 
revenue (TR) and total costs (TC).

•	 Market share refers to the business’s share of the total industry sales for a 
particular product.

•	 A small change in a business’s market share can result in a large change to its profit.
•	 A business can maximise growth either internally (organically) or externally.
•	 Companies need to satisfy their shareholders by improving the share price and 

paying healthy dividends.
•	 Many businesses develop social and environmental goals and adopt strategies 

that will benefit the community.
•	 There are three main social goals a business attempts to achieve:

 – community service
 – provision of employment
 – social justice.

•	 Enlightened businesses are adopting sustainable development practices.
•	 Managers should attempt to achieve a mix of the above goals.
•	 Managers often have to make a trade-off between conflicting goals.

BizFACT
Some businesses are able to address 
both social and �nancial objectives. 
Bakehouse Cafe in Erina NSW and H&R 
Block in North West Sydney both won 
the CRS Australia Employer Awards in 
2011. These businesses demonstrated an 
outstanding commitment to employing 
people with a disability. Bakehouse 
Cafe has provided on-the-job training, 
job placements as well as opportunities 
for formal training and certi�cation for 
many employees with disabilities.
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Revision
 1 Construct a concept map (started below) summarising the main goals of business.

Pro�ts
• Occurs when there is a
   maximum difference between
   total revenue and total costs
• Is more beneficial if it’s a
   long-term goal
• Is the main goal for most
   businesses

Environmental

Growth Share price

Social

Market share

MAIN GOALS
OF BUSINESS

 2 In the following examples, identify which goal the business is trying to achieve.
(a) The business owner wishes to increase revenue so they conduct a large sale.
(b) A board of directors announces that the company’s pro� ts are forecast at 

23 per cent over the next 12 months and the dividend will rise by 28 cents 
per share.

(c) A manager decides to undertake an extensive promotional campaign in an attempt 
to attract new customers.

(d) Senior executives knew there was only one way to expand the business and that 
was by buying the opposition.

 3 ‘The main goal of a business is to maximise pro� ts’.
(a) De� ne the term ‘pro� t maximisation’.
(b) Recount under what circumstances a manager may be prepared to accept reduced 

pro� ts in the short term.
(c) In your opinion, discuss whether maximising pro� ts should be the only goal of a 

business.

 4 Describe two strategies a manager can use to maximise pro� ts.

 5 Explain why pro� t maximisation is more suitable as a long-term goal.

 6 Use the Coca-Cola Amatil weblink in your eBookPLUS to:
(a) Identify the � ve products that have the greatest market share.
(b) Discuss why Coca-Cola Amatil wants to increase its market share for each of its 

products.

 7 Recommend three strategies either Coles or Woolworths could use to increase their 
market share. Share your answer with other class members.

 8 Distinguish between internal and external growth.

EXERCISE 
6.2

Weblink
Coca-Cola Amatil
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 9 Recall why some small businesses are content to maintain their existing size.

 10 Outline the relationship between a shareholder and a public company.

 11 De� ne the term ‘share’.

 12 Explain why some companies may not be able to constantly improve their 
share price.

 13 Examine � gure 6.8 on page 151 and then answer the following questions.
(a) State what this graph measures.
(b) Explain why a shareholder who purchased Woolworths shares in 2004 would most 

probably be satis� ed.
(c) During 2008 the world suffered a global � nancial crisis. Deduce what impact this 

had on the Woolworths share price.

 14 Summarise the three main social goals of a business.

 15 Identify three examples that demonstrate businesses are becoming more 
environmentally aware.

 16 Justify why businesses should adopt sustainable development practices.

 17 Using an example, demonstrate how business goals can be compatible.

Extension
 1 Set up a class debate to critically analyse the following topic: ‘All businesses care 

about is making as much money as possible’. Share roles so that those not debating 
are involved either in assisting with research, or in running the debate and keeping 
notes on both sides’ arguments.

 2 In small groups, arrange to interview a local small business owner to determine his 
or her main business goals. Compare and contrast them with what you have learnt 
from this topic. Present your � ndings to the rest of the class.

 3 ‘A business’s � nancial goals sometimes con� ict with each other’. Evaluate this statement.

6.4 Staff involvement
One important goal that all businesses should give a high priority to achieving 
is that of staff involvement. Sometimes referred to as employee empowerment 
or employee participation, staff involvement means involving employees in the 
decision-making process and giving them the necessary skills and rewards.

Employees are a business’s most important resource. It is important to recruit 
and select appropriate employees. It is then vital to provide a work environment 
that maximises employee involvement and satisfaction because this results in high 
levels of output. Therefore, managers should pursue workplace practices that 
increase labour productivity. Policies that recognise the involvement, knowledge, 
skills and creativity of the employees will lead to increased productivity and long-
term business success.

Staff involvement is a type of decentralisation that involves allowing employees 
some authority to make decisions. Employees are encouraged to accept responsibility 
for their work. In businesses where true staff involvement occurs, employees 
gain confi dence in their ability to perform their jobs and infl uence the business’s 
overall performance. One of the most infl uential results of staff involvement is that 
employees exhibit more determination and initiative in pursuing the business’s 
goals. Overall, staff involvement provides two advantages: increased employee 
motivation and solutions to organisational problems. However, staff involvement 
will only be fully successful if a business provides employees with the necessary 
expertise as well as recognising the importance of:
• innovation • mentoring
• motivation • training.

BizWORD
Staff involvement means involving 
employees in the decision-making 
process and giving them the necessary 
skills and rewards.

Labour productivity measures how 
much an employee can produce in a 
set period of time.
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Innovation
As we outlined in chapter 1, innovation occurs when a new idea is applied to 
improving an existing product or idea. With markets and competition becoming 
more global, Australian businesses are being forced to become more innovative. 
Often, a business can gain a competitive advantage if it innovates successfully. 
Therefore, all businesses should encourage an innovative business culture by 
recognising and encouraging one of the most important sources of innovative ideas: 
employees. For example, in 1968 Spencer Silver, a 3M technician, developed a 
‘low-tack’ adhesive that would not stick — a glue that 3M considered a failure. The 
product was abandoned. However in 1973, another innovative 3M technician, Art 
Fry, in a moment of insight, realised the full potential of a reusable bookmark and 
went on to invent the Post-it Note. It was through the innovative potential of these 
two employees that the humble Post-It Note has become an absolute necessity in 
the offi ce. As the basic product evolved into an entire product line, Post-It Notes 
are to be found in most schools, laboratories, libraries and in homes.

The innovative activities of staff are often referred to as the entrepreneurship 
within the business. More recently, employees who take on the entrepreneurial 
roles within businesses are called intrapreneurs. In some businesses, these creative 
people present some managers with a dilemma. Highly creative, innovative thinkers 
can be nonconformist in their behaviour and dress. Attempts to get creative 
employees to be conventional and follow the rules and regulations may actually 
suppress their creativity. However, if a business is to grow and to maintain its 
competitive advantage, then staff must be encouraged and given the opportunity 
to be innovative. The most important thing a business can do to achieve this 
successfully is to demonstrate that it values new ideas and solutions and it does 
this by taking them seriously. If a business just pays lip service to creativity then 
the employees quickly ‘get the message’ and stop coming up with original ideas. 
Other practices would include:
• rewards given to employees with innovative ideas that become profi table
• a trustful management that does not excessively control — micromanage — people
• suffi cient fi nancial, management, human and time resources to achieve goals
• not fearing the consequences of making a mistake
• use techniques such as brainstorming to encourage ideas.

eLesson:
What do you want your 
business to achieve?

Wendy from Travel With Kidz 
meets with Graeme ‘Skroo’ 
Turner, co-founder of Flight 
Centre, so we can share in 
their trade secrets.

Searchlight: ELES-0836

FIGURE 6.12 It is in the interest of 
the business, as well as the employees, 
for the business to have high levels of 
employee involvement.

BizWORD
An intrapreneur is an individual who 
takes on the entrepreneurial roles 
within a business.
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Motivation
Why do some employees work harder than others? Why can an employee with 
average skills regularly outperform someone with outstanding abilities? The 
difference between the two employees is most probably their level of motivation.

Motivating employees is one of the most important management functions 
because high levels of motivation result in increasing rates of productivity. 
Motivation refers to the individual, internal process that directs, energises and 
sustains a person’s behaviour.

Put another way, motivation is what drives a person to behave in a certain way, 
or to achieve a certain goal. For example, what motivated you to:
• return to Year 11 after completing Year 10?
• complete the latest Business Studies homework exercises?
• watch television instead of reading your English novel?

In a work setting, motivation makes people want to work, but what precisely 
is it that motivates people? This is a topic which is widely discussed, but often 
neglected in the workplace. This is mainly because it is an area of human 
behaviour which is diffi cult to understand given the confl icting answers provided 
by research.

For many years, managers have relied on the use of either rewards or 
punishments to motivate employees. An analogy is often used to try to explain 
what motivates people. It concerns a donkey and what is most likely to motivate it 
to move forward — that is, change its behaviour. According to the ‘story’ either a 
carrot can be dangled in front of the donkey (a reward) or it can be hit with a stick 
(a punishment). Either method may motivate the donkey. In the work environment, 
‘rewards’ refer to increased pay and improved conditions, ‘punishment’ refers to 
fear of a reprimand, demotion or dismissal.

FIGURE 6.13 Motivation — carrot or stick approach

However, research over the last 70 years has revealed that motivation is much 
more complicated than just these two variables. Different theories have been 
formulated which lead to the conclusion that individual employees respond 
differently to various motivational techniques. Figure 6.14 outlines a number 
of motivational techniques that can be used. What they have in common 
is the need to develop a business culture that fosters employee welfare and 
involvement.

BizWORD
Motivation refers to the individual, 
internal process that directs, energises 
and sustains a person’s behaviour.

BizFACT
Naomi Fraser, a well-respected 
management consultant, has 
concluded that ‘What motivates 
people is similar to how Winston 
Churchill viewed Russia  .  .  .  a riddle, 
wrapped in a mystery, inside an 
enigma’.

BizFACT
Research reveals that intrinsic motivation 
— motivation that comes from inside 
an individual — is a more long-term 
and powerful motivating force than 
any external or outside rewards such as 
money, grades or promotions.
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Lead by example

Provide a safe
work environment

Encourage
suggestions

Establish joint
objectives through

negotiations

Make clear
expectations

Communicate
regularly
with staff

Implement
conflict-resolution

strategies
Delegate 

responsibility

Take an interest
in employees’
development

TIPS FOR MOTIVATING
(AND KEEPING) STAFF

FIGURE 6.14 Motivational techniques that consider the emotional and physical wellbeing of 
employees means high morale which in turn improves employee and business effectiveness.

Is money the best motivator?
For generations managers have believed that money is the most powerful motivating 
force. However, recent research tends to suggest that employee motivation depends 
on a wide range of factors besides money (see the following Snapshot). For example, 
imagine you are offered $100 for each assessable task you complete satisfactorily. 
You would almost certainly be motivated to complete all your tasks. However, after 
a while your level of motivation would decrease as the stimulus from the fi nancial 
incentive diminished. Eventually, you would desire a larger incentive to remain highly 
motivated. It could be argued, from this simple analogy, that money can be a powerful 
motivator but only in the short term. As the writer Neil Simon expressed it, ‘Money 
brings some happiness. But, after a certain point, it just brings more money.’

SNAPSHOT

Motivating people: getting beyond money

Offering economic rewards is often seen as the best way to motivate staff; however, 
many studies have shown that non-� nancial incentives are important tools for retaining 
and motivating employees. Non-economic incentives can not only be cost-effective, 
they are crucial to making employees feel valued as well as increasing productivity. 
Motivated staff are also more likely to stay, reducing separation, recruitment and hiring 
costs. So what are the best incentives to motivate and retain your staff?
1. Provide interesting work, including assignments that are challenging and 

rewarding. Employees will � nd their jobs more enjoyable if they are more 
challenging and interesting. Offer opportunities for employees to work on 
projects in their own way and without unnecessary supervision.

2. Train your staff. Provide in-house or off-site courses that improve employees’ skills. 
3. Offer opportunities for employees to advance. Remember to meet your 

employees’ needs as well as expecting them to meet the requirements of the 
business. If you can’t offer promotion, a sideways move to a different position can 
also provide motivation.

4. Show respect and courtesy. This shows your employees that they are valued and 
improves morale, making for a better and more productive workplace.

5. Listen to your staff to � nd out what motivates them. What are their interests and 
aspirations? Time off to spend with family or greater autonomy and decision-making 
responsibilities may be more effective and meaningful incentives than a pay increase. 

❛ Motivated staff are 
more likely to stay . . .  ❜

(continued)
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6. Recognise achievements. Send a note or an email recognising an employee’s extra 
effort, or congratulate a staff member during a meeting for doing a great job. 
Provide regular rewards events to acknowledge staff who have consistently excelled. 
Include awards for staff nominated by their colleagues for their extra efforts.  

7. Provide a family-friendly workplace. Offering � exible work hours that cater for the 
needs of families allows employees to have a positive work–life balance.

Rewards show your staff that you appreciate their efforts and input. Recognising and 
rewarding hard work increases morale and productivity, and makes your workplace a 
place where employees want to stay and contribute.

Snapshot questions
 1. Summarise the incentives that the article found effective in motivating staff.
 2. Propose arguments that could deter managers from using non-� nancial 

rewards.
 3. Conduct a survey amongst friends and family about what best motivates 

them in their workplace, then compare and contrast your � ndings with the 
list in the article above. 

The reality is that people want to be involved in their working lives. The successful 
businesses today will need to give close attention to involving employees in 
the decision-making process. Good managers should, therefore, also be good 
motivators, encouraging employees and using positive reinforcement to infl uence 
behaviour. The overall success of the business largely depends on motivated and 
skilled employees who are committed to its goals — that is, everyone working 
towards a common purpose.

Mentoring
When talking with school students or employees about their school or work 
experiences, it is common to hear them refer to individuals who infl uenced them. 
Many schools and businesses have introduced formalised mentoring programs, 
especially for new students or employees, with the aim of providing advice, 
guidance and to help with their socialisation.

Mentoring is normally done by tutoring, coaching and modelling of acceptable 
behaviour. Most importantly, though, a mentor acts as a role model. A mentor is 
someone — usually a more experienced employee — who helps develop a less 
experienced employee (the protégé). They act as a guide, teacher, counsellor, and 
coach. Such a practice is commonly referred to as taking someone under his or 
her ‘wing’. Ultimately, the protégé learns acceptable attitudes and behaviours. For 
example, CompuServe, a computer wholesaler, encourages its experienced sales 
representatives to take new employees on sales calls to the company’s largest 
customers. Teaching new employees what the business expects of them helps 
strengthen their dedication and commitment to the fi rm. It also helps to make sure 
that all employees are exposed to the values the business believes are important.

A formalised mentoring program is enormously benefi cial because:
• it ensures access to mentors for all employees, regardless of levels of experience, 

backgrounds, gender or ethnicity.
• the participants in the mentoring relationship know what is expected of them. 

This is especially benefi cial for new employees as it assists with their transition 
into the workplace.

• it assists with the training and development of all employees and passes on the 
skills and abilities of the more experienced staff members.

BizWORD
Mentoring is the process of 
developing another individual by 
offering tutoring, coaching and 
modelling acceptable behaviour.

Socialisation is the process a new 
employee undergoes in the � rst few 
weeks of employment through which 
he or she learns how to cope and 
succeed.

A mentor is someone – usually a 
more experienced employee – who 
helps develop a less experienced 
employee (the protégé).
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• it provides career and psychological support — a friend and counsellor — 
for inexperienced employees as well as allowing mentors to develop their 
interpersonal skills and provide a sense of satisfaction.

• it increases the possibility of skill transfer.

SNAPSHOT

Mentoring in action

Some mentor programs fail because no clear goals and guidelines are established 
at the outset of the mentor/mentoree relationship. Ideally, programs need to be 
structured and overseen by Human Resource departments and work best when 
both participants are committed to the goals established. At the conclusion of 
a mentoring relationship, it is vital that an evaluation takes place of the process. 
Mentoring programs are one way in which companies can both retain and recruit 
staff.

Macy had been employed with Waratah Press for only a year since completing a 
communications degree.  She was enjoying her role with the company as a junior 
editorial assistant within a small editorial team. For over 25 years, Waratah Press 
had offered custom digital printing and self-publishing services for clients with local 
printing or publishing needs. She really hoped that she could have a future there, 
honing her skills in copy editing and project management.

She particularly admired Judith Carew, who headed the managerial team and 
seemed to know everything about the business. Macy didn’t report to Judith but 
knew if she had the opportunity, she could learn a lot under her guidance. So 
she was very excited when an internal email arrived in her inbox one morning 
announcing a mentoring program being introduced within the company. As soon 
as she could, she approached her supervisor, Curtis, to inquire whether she could 
apply to be a mentoree and whether Judith might be her mentor. He was supportive 
and suggested she � ll in the expression of interest form and forward it to HR and 
Judith for consideration. Judith was agreeable and the company’s � rst mentoring 
partnership began to take shape.

It took some time to establish the guidelines for the mentorship so that both 
Macy and Judith had a clear idea of the goals and the process for their achievement. 
They decided on a mentorship period of four months with fortnightly formal 
meetings as well as more informal contact on a weekly basis. The informal meetings 
would involve a brief ‘catch-up’ over coffee in the local café. During both types of 
meetings, Judith would aim to support Macy with her current projects, help her learn 
the ‘ins and outs’ of the industry and act as a ‘sounding board’ for Macy’s questions 
and ideas.

In their debrie� ng with HR at the end of the mentorship, Macy felt she had 
increased her knowledge about the industry, con� rmed her career directions 
and become a much more productive employee as a result. Judith indicated that 
being a mentor had also given her valuable insights into her own role with the 
opportunity to share information and resources in a positive way to contribute to 
the career development of a new employee. For the company overall, it seemed a 
way to retain staff who promised to be valuable to the company’s future, as well 
as being able to promote the mentorship program as a way of recruiting new 
staff.

Snapshot questions
 1. Outline the guidelines Judith and Macy established for their mentoring 

relationship.
 2. Identify why some mentoring programs might fail.
 3. Assess the bene� ts to (a) the mentoree, (b) the mentor and (c) the company 

of a successful mentoring program.

❛ Judith would  .  .  .  act 
as a “sounding 
board” for Macy’s 
questions and ideas. ❜
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Training
As the nature of the workplace changes, especially due to the introduction of 
technology, existing employees must be trained and retrained. New employees also 
need some training, depending on their level of experience. Employee training 
generally refers to the process of teaching staff how to perform their job more 
effi ciently and effectively by boosting their knowledge and skills. It may involve 
teaching them specifi c skills, and allows existing employees to continually upgrade 
their skills with the aim of developing multiskilled employees.

Mutiskilled employees are better able to:
• adapt to a rapidly changing technological environment
• provide better customer service
• participate effectively in work teams — as outlined previously, increased 

participation improves the range of ideas available to businesses keen to innovate 
to maintain their competitive advantage

• gain promotion and therefore their commitment to the business is greater.
The goal of training is to improve employee productivity. Informal on-the-job 

training is one of the most common training methods used. Formal off-the-job training, 
consisting of classroom teaching and lectures, is often used for highly skilled, technical 
employees. Conferences and seminars have become an important format for training in 
recent years. Businesses should view training as an investment in the human capital of 
the business, rather than just another expense. Training is necessary for both personal 
and business growth, as will be examined in more detail in chapter 8.

Summary
•	 Staff involvement means involving employees in the decision-making process 

and giving them the necessary skills and rewards.
•	 A work environment that maximises employee involvement and satisfaction has 

high levels of labour productivity.
•	 Businesses should encourage an innovative business culture by recognising 

and encouraging one of the most important sources of innovative ideas: 
employees.

•	 An intrapreneur is an innovative employee who takes on the entrepreneurial 
roles within a business.

•	 Motivation refers to the individual, internal process that directs, energises and 
sustains a person’s behaviour.

•	 Individual employees respond differently to various motivational techniques.
•	 Good managers should also be good motivators, encouraging employees and 

using positive reinforcement to infl uence behaviour.
•	 Mentoring is the process of developing another individual by offering tutoring, 

coaching and modelling acceptable behaviour.
•	 Teaching new employees what the business expects of them helps strengthen 

their dedication and commitment to the business.
•	 Employee training generally refers to the process of teaching staff how to perform 

their job more effi ciently and effectively by boosting their knowledge and skills.
•	 The goal of training is to improve employee productivity.

Revision
 1 De� ne the term ‘staff involvement’.

 2 Think of a situation where you were involved in the decision-making process.
(a) State the decision that needed to be made.
(b) Describe the decision-making process used.

BizWORD
Employee training generally refers 
to the process of teaching staff how 
to perform their job more ef� ciently 
and effectively by boosting their 
knowledge and skills.

Multiskilling allows employees to 
develop skills in a wide range of tasks 
through ongoing training.

BizFACT
Current research in Australia by 
Johnson Consulting Group revealed 
that for every dollar a business spends 
on computer hardware and software, 
eight dollars should be spent on the 
training of employees.
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(c) Outline whether you were more committed to the � nal decision because of your 
involvement.

(d) Discuss what implications this would have for you if you were a manager.

 3 Account for the relationship between staff involvement and labour productivity.

 4 Recall why businesses should encourage an innovative business culture.

 5 Discuss the role an intrapreneur can play to assist a business maintain its competitive 
advantage.

 6 Determine answers for the three questions on page 158 which analysed what 
motivated you to behave in a certain way.

 7 Calculate which you believe to be the more powerful motivating force – rewards or 
punishment. Justify your answer.

 8 Outline why it is important for businesses to mentor their employees.

 9 Explain why spending on training should be considered as an investment and not just 
a business expense.

Extension
 1 Suppose that you are the owner of a music store and you employ ten staff members. 

Demonstrate what staff involvement techniques you would use with these employees.

 2 Recall a mentoring program you are familiar with.
(a) Investigate the aim of the program.
(b) Evaluate the effectiveness of the program.
(c) Recommend changes you would make to improve the effectiveness of the program.

 3 Analyse the system that is used in your school to motivate students. Propose how it 
could be improved.

 4 Investigate the theories of motivation put forward by Abraham Maslow, Frederick 
Herzberg and Douglas McGregor. Create a written or oral report and present 
your � ndings.

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