
Introducing a corporate manager
Naomi Milgrom (pictured below) is the chief  executive 
officer (CEO) of ARJ Group Holdings Pty Ltd. While you 
may not have heard of this privately owned company, 
you may know the retail chains that it operates: Sussan, 
 Sportsgirl and Suzanne Grae. The ARJ Group employs 
almost 4000 staff and sells a wide range of women’s wear to 
women of all ages. In 2015, the company earned revenue 
of over $475 million. Milgrom, widely recognised for her 
 contributions to the fashion and retail industries, has steered 
the  company through good times and bad.

Milgrom is an experienced manager and business 
woman. In 1999, she bought the then ailing retail chain 
Sportsgirl — which had been losing money for five 
years  — and transformed it into a profitable business 
by the year  2000, and then to the lucrative business it 
is today. Milgrom believes the secret to running a suc-
cessful 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 devel-
opment, can provide a competitive edge that an organi-
sation is looking for’. She also believes that an autocratic 

management style is no longer appropriate and managers 
who are focused on, and exclusively concerned with, cost 
and profit (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 
flourishing.

UNIT 3

MANAGING A BUSINESS

AREA OF STUDY OUTCOME

1 Business foundations Discuss the key characteristics of businesses and stakeholders, and analyse the relationship 
between corporate culture, management styles and management skills

2 Managing employees Explain theories of motivation and apply them to a range of contexts, and analyse and evaluate 
strategies related to the management of employees

3 Operations management Analyse the relationship between business objectives and operations management, and propose 
and evaluate strategies to improve the efficiency and effectiveness of business operations

VCE Business Management Study Design extracts © VCAA; reproduced by permission. 

UNCORRECTED P
AGE P

ROOFS



The nature of business
Why It IS IMpOrtANt
There are approximately 2.1 million businesses in Australia. Of these, the vast majority are sole 
traders and partnerships. If you look around your local area you will see plenty of examples 
of businesses. Some are considered small because they have fewer than 20 employees. They 
might be sole traders and partnerships. There are also companies, social enterprises and 
government business enterprises. Have you ever heard of Wesfarmers? It is one of Australia’s 
largest companies and any one of its 210 000 employees might work for Coles, Bunnings, 
Officeworks, Target, Kmart or one of Wesfarmers’ coal, energy, fertiliser or insurance interests. 
All of these different types of businesses have some things in common. They have objectives and 
all have stakeholders with vested interests in the business. In this chapter, you will be studying 
the types of businesses as well as the various objectives and stakeholders they have.

WhAt yOU WIll lEArN
Key knowledge
Use each of the points below from the Business Management study design as a heading in your summary notes.

Key skills
These are the skills you need to demonstrate. Can you demonstrate these skills?
• define, describe and apply relevant business management concepts and terms
• analyse case studies and contemporary examples of business management
• interpret, discuss and evaluate business information and ideas
• apply business management knowledge to practical and/or simulated business situations.

Chapter 1

Types of businesses including sole traders, partnerships,
private limited companies, public listed companies, social enterprises

and government business enterprises

Characteristics of stakeholders
of businesses including their
interests, potential con�icts
between stakeholders, and

corporate social responsibility
considerations

THE NATURE OF
BUSINESS

Business objectives including
to make a pro�t, to increase

market share, to ful�l
a market and/or social need

and to meet shareholder
expectations
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NBN Co limited — a government business enterprise

Many of Australia’s businesses are household names. You may have heard 
of the National Broadband Network in the media. What you may not know 
is that NBN Co Limited, a company established by the government, was 
created in 2009 to design, build and operate the infrastructure (basic 
facilities, services and installations) that will enable advanced digital 
services to be provided to Australians.

NBN Co is a government business enterprise (GBE). This means that 
it is owned by the Federal Government. Currently, NBN Co employs over 
3000 people and has estimated that thousands of local jobs will be 
created as they continue to build the $38 billion network.

The National Broadband Network is the largest infrastructure project 
in Australia’s history to date. It has to be carefully designed and executed 
to ensure it delivers maximum value to customers. When the National 
Broadband Network is finally completed, it will allow people and 
businesses to access high-speed broadband services all across Australia.

The National Broadband Network, managed by a government 
business enterprise, will benefit all Australians.
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4  UNIt 3 • Managing a business

KeY CONCept Businesses come in many different sizes — small, medium, large or somewhere 
in between.

Shareholders (or members) are 
the owners of a company.

revenue is the income that a 
business earns from the sale of 
goods and services to customers.

What size shoe do you wear? Businesses, like 
shoe sizes, often cannot be categorised simply as 
small, medium or large. 

1.1 Types of businesses — small, medium-sized and large 
businesses

Just like soft drinks, businesses come in three different 
sizes: small, medium and large. They also come in different 
flavours; that is, they can be classified according to the dif-
ferent parts of the economy that they operate in as well as 
to the particular good or service that they produce.

Small, medium or large?
While there is no one universally accepted definition of a small, medium or 
large business, a number of measurements can be used to determine the size 
of a business, including:
• the number of employees (those who are hired to do work for the busi-

ness) — a large number of employees, for example, will suggest that a 
business is large. Many small businesses in Australia have no employees, 
as the owner or owners operate the business on their own. The Australian 
Bureau of Statistics (ABS) refers to these businesses as ‘non-employing’. 
A small business is defined by the ABS as one that employs fewer than 
20 people. A medium business is considered to be one that employs 20 
or more people, but fewer than 200 people; a large business is considered 
to be one that employs 200 or more people.

• the number of owners (of the business) — for example, if a business is a 
sole trader (a type of business that has one owner), it is likely to be small. 
Medium and large businesses tend to be companies with many owners 
(or shareholders).

• the legal structure — for example, is the business set up as a sole trader, 
partnership or company?

• the amount of revenue earned — for example, a large business will earn 
revenue of several million dollars annually. The Australian Taxation 
Office (ATO) defines a small business as one that has less than $2 million 
in annual turnover (the money received from sales).

• the amount of assets owned — for example, the Australian Bureau of 
Statistics (ABS) has historically defined a large business as one that has 
assets worth more than $200 million

• market share (the proportion of total sales in a given market or industry 
that is controlled or held by a business) — a small market share, for 
example, may suggest that a business is small.

Market share is the proportion of total 
sales in a given market or industry that 
is controlled or held by a business, 
calculated for a specific period of time.

Assets are items of value 
owned by a business.
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Chapter 1 • the nature of business  5

We’ve looked at a number of measurements for distinguishing the size of a busi-
ness, but there are many other factors that can help us to make a final judgement 
about the size of a business, such as:
• who makes most management decisions, such as who to hire, what to produce, 

how to advertise a product? — if it is the owner, then the business is most likely 
small. By comparison, managers working on behalf of the owners typically make 
the decisions in medium-sized and large businesses.

• who provides most of the capital (finance)? — the owner of a small business is 
likely to provide most of the capital. Medium-sized and large businesses are able to 
raise large amounts of capital, perhaps by taking on more debt, such as through a 
bank loan, or by issuing more shares.

• how much of the market does the market control? — a small business will most 
likely have little control within the market. Smaller businesses do not usually have a 
large share of the total market sales and therefore have less control over such things 
as price. If, for example, a business has a monopoly it means they are the only seller 
of that product and will be able to dictate price because there are no cheaper alterna-
tives. It is more likely that larger businesses will find themselves in this situation.

• is the business independently owned and operated? — small businesses tend to 
be owned and operated by the same person, with the owner able to make inde-
pendent decisions. For example, the owner of your local hamburger shop will run 
the business, and will not answer to a larger business such as McDonald’s.

• how many locations does the business have? — a business that is locally based is 
likely to be small. Note that this does not mean that the business will only trade 
locally, as many small businesses are able to export products to overseas markets. 
Small businesses will be based in the one location whereas a large multinational 
corporation (or company) may have offices around the world.
The table below summarises the features, and distinctions between, the different 

sized businesses.

Distinctions between small, medium-sized and large businesses

Characteristics Small Medium-sized large

Business type Corner store 
Local mechanic 
Hairdressing salon

Services club 
Motel/hotel 
Engineering factory

Woolworths 
Qantas 
National Australia Bank

Number of employees 
according to the ABS 
business register 
definition

Fewer than 
20 employees

20−199 employees 200 or more employees

Type of ownership Independently owned 
and operated by 
usually one or two 
people

Owned and operated 
by a few people and/or 
private shareholders

Owned usually by 
thousands of public 
shareholders

Most common legal 
structure

Sole trader 
Partnership

Partnership 
Private company

Public company 
(numerous)

Decision making Owner responsible for 
majority of decisions; 
simple and quick 
implementation of 
decisions

Owner basically 
responsible for 
majority of decisions; 
more complicated 
decision making 
with slower 
implementation, 
due to influence of 
directors

Complex decision 
making, due to division 
of responsibilities 
among directors, 
senior and middle 
management; possibly 
slow implementation of 
decisions, due to the 
layers of management

 DID YOU KNOw?
In June 2015 there were more 
than 2.0 million small businesses 
in Australia, which represented 
97 per cent of all businesses. Most 
small businesses employ fewer 
than five people, including the 
owner, and are often referred to as 
a micro business. Further to this, 
1.3 million of these businesses are 
non-employing — they have no 
employees.

(continued )
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6  UNIt 3 • Managing a business

public or private sector
According to the ABS, just over 2 million businesses were operating in the private 
sector in June 2015. The private sector is the part of Australia’s economy that is oper-
ated by private individuals and companies usually for the purpose of making profit. 
Businesses such as sole traders, partnerships and companies make up the private 
sector. The public sector is the part of Australia’s economy that is operated by govern-
ment. Businesses operating in the public sector are the least common type of busi-
ness, according to the ABS. In 2015 it estimated that there were only 500 public 
sector businesses actively trading goods and services. Businesses operating in the 
public sector are referred to as government business enterprises (GBEs); these are 
businesses that are owned and operated by the government.

Business activity
Businesses can also be classified under the industry sector in which they operate. These 
sectors are known as primary, secondary and tertiary, and are determined by the good 
or service that businesses produce. Large businesses such as OZ Minerals Ltd are 
involved in primary industry (farming, mining, forestry). These are industries con-
cerned with extracting resources directly from nature. Manufacturers such as Kellogg 
(Aust.) Pty Ltd operate in the secondary industry (where raw materials are turned 
into finished or semi-finished products). The secondary industry takes raw materials 
from the primary sector and adds value to them, by processing or manufacturing 
materials, or through assembly and construction. The third category is the tertiary 
industry, which involves the provision of services. For example, businesses in the 
tertiary industry will operate in wholesaling, retailing and transport. Optus is a large 
company that works in the tertiary industry. The tertiary sector can be further divided 
into the quaternary sector, which involves the provision of information in areas such 
as the media, computing, finance, property and education, and the quinary sector, 
which involves paid and voluntary domestic services.

Australian businesses can also be categorised by the individual industries that they 
operate in. When it gathers data, the ABS will typically group businesses that provide 
a particular good or service into 19 industries. These are made up of, for example, 
mining, manufacturing, retail, construction, education and health. The table below 
shows these industries and the number of businesses operating within each industry 
in Australia.

Industry is the classification of groups 
of businesses related to the particular 
good or service they produce.

Australia Post is a large business 
because it employs more than 36 000 
employees and earned revenue of 
$6.4 billion in 2014–15. As of June 
2015, the business owned assets of 
more than $5 billion. Australia Post is 
also a government business enterprise 
as the Commonwealth Government of 
Australia is its sole shareholder. As a 
GBE it operates in the public sector, but 
it also operates in the transport, postal 
and warehousing industries.

Types of businesses — small, medium-sized and large businesses1.1

Characteristics Small Medium-sized large

Sources of finance Owner (usually from 
own savings or a 
loan); difficulty in 
accessing loans

Owners’/partners’ 
own savings or a 
loan and/or private 
shareholders; easier 
accessibility to larger 
loans

Many sources, 
including cash 
reserves, retained 
profit, sale of shares, 
and loans from 
domestic and overseas 
institutions

Market share Small, usually local 
area; not dominant in 
the industry

Medium-sized, 
due to dominance 
within a geographic 
region; some market 
dominance

Large, especially 
for multinational 
corporations that 
dominate the markets 
of many countries

Distinctions between small, medium-sized and large businesses (continued)
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Chapter 1 • the nature of business  7

teSt your understanding
1 Distinguish between revenue and assets.
2 State whether the following businesses are small, medium 

or large, and the reason for your decision.
(a) Qantas employs approximately 33 000 people.
(b) National Australia Bank is an international financial 

services company that has customers in Australia, 
New Zealand, Asia, the United Kingdom and the United 
States.

(c) Brookfarm is owned by Carolyn and Martin Brook; it 
produces gourmet macadamia nuts for domestic and 
export markets and employs more than 20 staff.

(d) Ripe Maternity Wear was started by two friends in 
1996 to manufacture contemporary maternity clothes. 
It supplies clothes worldwide, employing no more than 
20 staff.

3 Are the following statements true or false?
(a) Large businesses employ a small number of people.
(b) Small businesses do not usually have a large share of a 

particular market.
(c) In small businesses, decisions are usually made by the 

owners of the business.
(d) A partnership is a business owned by a husband 

and wife.
4 Explain the difference between the private sector and 

public sector.

5 Outline the key characteristics of the primary, secondary 
and tertiary industries.

appLY your understanding
6 Prepare a database of 10−15 businesses that you have 

dealt with over the past few months — you may have 
bought something from them or worked in one. Copy and 
complete the table below and then answer the questions. 
One example has been entered for you.
(a) What percentage of the businesses in your database 

are small? What percentages are medium-sized and 
large?

(b) How do the percentages compare with the figures for 
Australia?

(c) Provide two reasons for the differences/similarities 
between the figures.

7 Look for articles about small, medium-sized and large 
businesses that interest you on the Internet or in 
newspapers. Start a file of news clippings or printouts and 
write an information page to attach to each article. Include 
on the information page the following:
(a) what the article is about
(b) background information about the business
(c) the section of the VCE Business Management course 

to which the article relates, e.g. Area of study 1, 
Outcome 1.

Number of businesses by industry in Australia, 2014−15

Industry division
Number of businesses  
operating June 2015 Industry division

Number of businesses  
operating June 2015

Agriculture, forestry and fishing 179 549 Financial and insurance services 184 183

Mining 8 067 Rental, hiring and real estate services 234 228

Manufacturing 83 489 Professional, scientific and technical services 255 064

Electricity, gas, water and waste services 6 063 Administrative and support services 79 751

Construction 345 479 Public administration and safety 7 274

Wholesale trade 76 659 Education and training 27 275

Retail trade 132 382 Health care and social assistance 117 915

Accommodation and food services 87 555 Arts and recreation services 26 127

Transport, postal and warehousing 127 069 Other services 89 341

Information media and telecommunications 19 481 Currently unknown(a) 34 284

All industries 2 121 235

(a) This category consists of those businesses that are yet to be coded by the ATO to an industry.

Source: Table 1, businesses by industry division from ABS 81 650, counts of Australian businesses, including entries and exits, June 2011 to June 2015.

Business name Business activity
No. of 
employees

Small 
business

Medium-sized 
business

large 
business

Industry 
sector

Industry 
division

1 Redbank Café Food and drink 4 ✓     Tertiary Retail trade
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8  UNIt 3 • Managing a business

  1.2 Types of businesses — sole traders and partnerships 

  KeY CONCept   There are a number of types of businesses, including sole traders and partnerships. 
Each type of business has certain advantages and disadvantages. 

  There are a number of different types of businesses. Three common legal structures 
used by businesses in Australia are sole traders, whereby an individual runs a business 
on their own; partnerships, whereby a group of people will run a business together; 
and companies, which are owned by shareholders. We will explore both private limited 
companies and public listed companies in the next section. Each of these structures 
has certain advantages and disadvantages. Two other types of businesses are social 
enterprises and government business enterprises. These are explored in section 1.4.   

 Sole trader 
 A   sole trader   business has one person who owns and runs the business. The owner 
may employ other people to work in the business, but the owner or sole trader is the 
person who provides all the fi nance, makes all the decisions and takes all the respon-
sibility for the operation of the business. 

 This type of business is easy to establish, as the only legal requirement specifi c to a 
sole trader is that the name of the business must be registered with the Australian Secu-
rities and Investments Commisssion (ASIC), but only if it is different from the name of 
the owner. A sole trader is not regarded as a separate legal entity — that is, the owner 
and the business are regarded as the same. This means that if the business is sued, then 
the owner is sued. Also, if the business enters a legal contract, then the owner is the one 
entering the contract. If the business runs into fi nancial diffi culties, then the owner has 
the fi nancial problem and is personally responsible for any business debts. This respon-
sibility is known as   unlimited liability  , and may involve the owner having to sell personal 
assets, such as property or motor vehicles, to pay for the liabilities of the business.     

• Low cost of entry
• Simplest form
• Complete control
• Less costly to operate
• No partner disputes
• Owner’s right to keep 
   all profits
• Less government
   regulation
• No tax on profits, only 
   on personal income

Advantages
• Personal (unlimited) 
   liability for business 
   debts
• End of business when 
   owner dies
• Difficult to operate if sick
• Need to carry all losses
• Burden of management
• Need to perform wide
   variety of tasks
• Difficulty in raising 
   finance for expansion   

Disadvantages

 The advantages and disadvantages of being a sole trader  

 partnership 
 A   partnership   is a business owned by two or more people. Most partnerships require 
a maximum of 20 partners. There are exceptions to this number, including medical 
practitioners and stockbrokers (allowed up to 50 partners); veterinarians, architects 
and chemists (allowed up to 100 partners); and solicitors and accountants (allowed 
up to 400 partners). A partnership is similar to a sole trader in that it is not a separate 

  DID YOU KNOw? 
 The outcome for Area of Study 1 in 
Unit 3 states that you need to ‘be able 
to discuss the key characteristics 
of businesses’. This suggests that 
you should know the advantages 
and disadvantages of each type of 
business. 

A sole trader business is a business 
owned and operated by one person.

Unlimited liability means the business 
owner is personally responsible for 
all the debts of his or her business.

  eLesson  
  A family business — Fleming’s 
Nurseries  
Watch this video featuring Fleming’s 
Nurseries and complete the 
attached worksheet. 
  Searchlight ID: eles-1063  

A partnership is a business 
owned by a minimum of two and 
a maximum of 20 people.

Unit 3 Sole traders
Summary screen 
and practice 
questions

AOS 1

Topic 1

Concept 1
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Chapter 1 • the nature of business  9

  DID YOU KNOw? 
  A partnership agreement contains 
many points including:  
•     how long the partnership will exist  
•     the amount of money that each 

partner contributes  
•     how the profi ts and losses will be 

shared  
•     the duties of each partner  
•     limitations on the authority of the 

partners  
•     how the partnership may be 

dissolved  
•     methods of resolving disputes.    

 teSt your understanding 
1    Define the following terms in your own words: 

(a)    unlimited liability 
(b)    shareholders.   

2    Explain the difference between a sole trader and a 
partnership. 

3    Under what circumstances will a sole trader not need to 
register a business name? 

4    Identify three advantages and three disadvantages in 
setting up a business as a sole trader. For each advantage 
and disadvantage, explain why you believe it is an 
advantage or a disadvantage. 

5    Outline the advantages and disadvantages of a 
partnership.   

 appLY your understanding 
6    Using the internet, find: 

(a)    fi ve examples of sole traders or partnerships that would 
not have to register their business name 

(b)    fi ve examples of businesses that would have to register 
their name.   

7    Adam operates a pizza and pasta shop as a sole trader 
and he employs two cooks, one full time and one part 
time. He decides to offer the full-time cook a 40 per cent 
partnership in the business. 
(a)    What advantages will the owner gain from this 

arrangement that he does not have as a sole trader? 
(b)    What disadvantages could the owner experience from 

the partnership arrangement? 
(c)    Explain the advantages and disadvantages to the cook 

of entering into the partnership. 
(d)    Prepare a list of questions the cook should ask the 

owner before entering into the partnership.     

A silent or sleeping partner contributes 
fi nancially to the business but takes no 
part in the running of the partnership.

legal entity from the partners — that is, the owners and the business are regarded as 
the same. Like sole traders, the partners in a business are also subject to unlimited 
liability, and so may be personally responsible for the debts of the business. 

 A partnership can be made orally or in writing, or by implication (that is, if two 
people set up a business together  without  a legally binding partnership agreement). 
A written partnership agreement is not compulsory, but it is certainly worthwhile if 
disputes arise. A partnership agreement usually has a standard set of conditions (see 
below). 

 Limited partnerships were introduced to allow one or more partners to contribute 
fi nancially to the business but take no part in running the partnership. In this case, 
the partner is referred to as a   silent   or  sleeping partner . The main reason for their 
investment is to add more capital or fi nance to an existing partnership.    

Advantages

• Low startup costs
• Less costly to operate
   than a company
• Shared responsibility
 and workload
• Pooled funds and talent
• Minimal government
 regulation
• No taxes on business
 profits, only on personal
 income
• On death of one partner,
 business can keep going

• Personal unlimited
   liability
• Liability for all debts,
   including partner's 
   debts, even before the 
   partnership has begun
• Possibility of disputes
• Difficulty in finding a
   suitable partner
• Divided loyalty and 
   authority

Disadvantages

 The advantages and disadvantages of a partnership  

 While a sole trader pays tax using his or her personal tax fi le number, a partner-
ship has its own tax fi le number — separate from those of each of the partners — and 
lodges its own tax return. Once the ATO has assessed the partnership’s tax return and 
all taxes have been paid, the profi ts are divided among the partners according to the 
partnership agreement. Each partner then adds their share of the profi t (or loss) to 
their personal income to be assessed by the ATO.  

Unit 3 Partnerships
Summary screen 
and practice 
questions

AOS 1

Topic 1

Concept 2
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10  UNIt 3 • Managing a business

1.3 Types of businesses — private limited companies and 
public listed companies

KeY CONCept There are a number of types of businesses, including private limited companies and 
public listed companies. Each type of business has certain advantages and disadvantages.

Incorporation
Many small businesses which have begun as sole traders or partnerships may find 
that, as their business grows, there are advantages in changing the ownership struc-
ture to that of a company. This process is known as incorporation.

The process of incorporation is governed by the Commonwealth Corporations Act 
2001, and is administered by the Australian Securities and Investments Commission 
(ASIC). In order for a business to become incorporated, a company name must be 
registered with ASIC, which will issue a certificate of incorporation and an Australian 
company number (ACN). Directors must be appointed to run the company on behalf 
of the owners. Once incorporated, the company has a separate legal identity to its 
owners, who are now known as shareholders (referred to in the Corporations Act as 
‘members’).

Incorporation also brings to the shareholders the benefits of limited liability. In lim-
ited liability companies, the most money that a shareholder can lose is the amount 
that he or she paid for their shares. If the company goes into liquidation, the share-
holders cannot be forced to sell their personal assets to pay for the debts of the busi-
ness. This same protection does not extend to the directors of a company, as they have 
an obligation to ensure the company obeys the law and acts in the interests of the 
shareholders.

Financial institutions often ask directors to give personal guarantees for some 
business loans. Under some circumstances, therefore, directors can be forced to sell 
their personal assets to help pay for business debts. To offset this risk, companies can 
insure against such an event.

The letters ‘Ltd’ signify that a business is a company that has limited liability. 
A company can be organised as either a proprietary (private) or public company.

private limited companies
A private limited (or proprietary) company is the most common type of company struc-
ture in Australia, and usually has between two and 50 private shareholders.  Private 
companies tend to be small to medium-sized, family-owned businesses. In many 
cases, one family owns most of the shares in a private company.

Shares in a private company are offered only to those people whom the busi-
ness wishes to have as part owners. Shareholders can sell their shares only to people 
approved of by the other directors. This is why such a company is called a ‘private’ 
company. It is not listed on, and its shares are not sold through, a stock exchange. 
A private company must have the words ‘Proprietary Limited’, abbreviated to ‘Pty Ltd’, 
after its name.

Sometimes, the decision is taken to close a business. However, closing a private 
company is much more complex than closing a sole trader business or a partnership. 
All shareholders of the company must agree to the company being wound up. A liq-
uidator will manage the process of selling the company’s assets, paying its debts, and 
distributing funds from the asset sales among the shareholders.

public listed companies
The shares for public listed companies are listed on the Australian Securities Exchange, 
and the general public may buy and sell shares in those companies. Whereas pri-
vate companies tend to be small or medium-sized businesses, most public companies 
are large in size and market a large range of products — for example, Telstra, BHP 
 Billiton, Woolworths, Virgin Blue and Westpac.

Incorporation is the process 
that businesses go through to 
become a registered company 
and a separate legal entity.

limited liability means that the 
shareholders in a company cannot 
be held personally responsible 
for the debts of that business.

A private limited company is an 
incorporated business with a minimum 
of two, and a maximum of 50 private 
shareholders, and whose shares are 
offered only to those people whom the 
business wishes to have as part owners.

A public listed company is an 
incorporated business with a 
minimum of five shareholders, and 
whose shares are freely traded on 
the Australian Securities Exchange.

 DID YOU KNOw?
If directors make false and misleading 
statements or omissions in a 
prospectus, if they fail to appoint a 
secretary or if they recklessly borrow 
money knowing that the debts 
probably will not be repaid, then the 
protection offered by the company in 
being a separate legal entity will not 
cover the directors. Directors accused 
of such unlawful behaviour may 
face common law suits and criminal 
charges.

Unit 3

See more
Private limited 
companies

AOS 1

Topic 1
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AGE P

ROOFS



Chapter 1 • the nature of business  11

 There are more than 2000 public 
companies listed on the Australian 
Securities Exchange. The share price 
for each company changes according 
to demand and supply. If a company is 
considered a ‘good buy’, its share price 
is likely to rise (green indicates the 
stock or share price is rising, and red 
indicates the share price is falling).  

 A public company has: 
•    a minimum of fi ve shareholders, with no maximum number 
•    no restrictions on the transfer of shares or raising of money from the public via 

share offers 
•    a requirement to issue a prospectus when selling its shares for the fi rst time 
•    a minimum requirement of three directors (of whom two must live in Australia) 
•    the word ‘Limited’ or ‘Ltd’ in its name 
•    a requirement to publish its audited fi nancial accounts each year — the annual 

report.      

Advantages
• Cost of formation
• Double taxation —   
 company and personal 
• Personal liability for   
 business debts if directors  
 knew at the time that the  
 business could not pay  
 loans
• Requirement to publish  
 an annual report of  
 audited accounts
• Public disclosure —  
 reporting of certain   
 information
• Too much growth,   
 resulting in inefficiencies

Disadvantages

• Easier to attract public
    finance
• Limited liability —
 separate legal entity
• Easy transfer of ownership
• A long life — perpetual
   succession
• Experienced management
   — board of directors
• Greater spread of risk
• Company tax rate lower
   than personal income tax
   rate
• Growth potential
• As per recent legislation,
   ability to have only one
   shareholder and one
    director  

 The advantages and disadvantages of the company form of business ownership  

 teSt your understanding 
1    Explain the legal steps that are required to incorporate a 

business. 
2    Why is limited liability a significant issue for shareholders 

in a company? 
3    In what circumstances might directors be held personally 

responsible for debts incurred by a company? 
4    Identify what you believe to be the three main advantages 

and three main disadvantages of a company form of 
business ownership. Explain each selection. 

5    Explain the key differences between a private limited 
company and a public listed company.   

 appLY your understanding 
6    Identify the types of business that are most appropriate 

for each of the following businesses. In each case, explain 
why you selected that type of business. 
(a)    a bicycle shop offering professional and personal advice 
(b)    a cattle stud specialising in a large-scale breeding 

program 
(c)    a travel agency that wishes to expand to fi ve outlets 

within two years 
(d)    a national retailer that would require $467 million to 

establish 
(e)    a solicitor’s practice offering a range of legal services.     

Unit 3 Public listed 
companies
Summary screen 
and practice 
questions

AOS 1

Topic 1

Concept 4
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1.4 Types of businesses — social enterprises and government 
business enterprises

KeY CONCeptS There are a number of types of businesses, including social enterprises and 
government business enterprises. Each type of business has certain advantages and disadvantages.

Social enterprises
A social enterprise is a business that produces goods and services for the market, but 
operates with the primary objective of fulfilling a social need. The business may make 
a profit, or surplus, but will concentrate on some sort of community or environ-
mental need. Any surplus that the social enterprise makes will be reinvested back into 
the business so that it can continue to fulfil the social need. There are an estimated 
20 000 social enterprises in Australia.

In Australia, despite the lack of a legal structure called social enterprise, these 
 businesses can operate in many ways — they can take the form of a charity, a coop-
erative (a business that is owned and operated by the group of members), or a pri-
vately owned business. They will often run just like a commercial business and, 
unlike charities, they do not rely on donations as their main source of income. Some 
social enterprises will obtain funding from the government to support their social 
goal.  Fundamentally, however, they exist to benefit society, rather than owners. Some 
examples of typical social needs include:
• providing opportunities for local unemployed people
• developing skills, providing vocational training or lifelong learning opportunities 

for disadvantaged people in the community
• creating accessibility to a better quality of life for disadvantaged members of the 

community
• focusing on waste minimisation and recycling.

A social enterprise is a business with 
the objective of fulfilling a social need.

The Big Issue magazine is a social enterprise that promotes social inclusion and works to alleviate poverty 
in Australia. The enterprise employs approximately 500 homeless, marginalised and disadvantaged people 
who sell the magazine on the street. Each vendor purchases magazines and then sells them for twice the 
price, earning the difference. The magazine itself covers arts, entertainment, current affairs, lifestyle, news 
and opinion.

 DID YOU KNOw?
When the sole petrol station in 
the town closed down in 2002, 
Yackandandah Community 
Development Company was 
established to secure the future supply 
of local fuel. The local community 
wholly owns it, with most of its shares 
held by residents of Yackandandah. 
The enterprise now sells hardware, 
produce and farm products as well as 
fuel. Fifty per cent of the profits are 
returned to the shareholders and the 
rest is invested in community projects.

Unit 3

See more
Social enterprises

AOS 1

Topic 1

Concept 5
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Advantages

• Can open up new
   markets — the social
   enterprise may meet a
   need that commercial
   businesses choose
   not to
• Meeting a social need
   can have a positive
   effect on pro�t and
   market share.

Disadvantages

• Dif�culty in obtaining
   capital to start the
   business — it can be
   hard to �nd �nance
• Signi�cant operating
   costs — social
   enterprises will often
   take on costs that
   conventional businesses
   would not
• It can be dif�cult to
   focus on both social
   and �nancial objectives.

The advantages and disadvantages of social enterprises

Government business enterprises
A government business enterprise (GBE) is a type of business that is government owned 
and operated. Like companies, they participate in commercial activities with the goal 
of making a profit. We may not always think of them as being businesses, but they 
actually run just like companies. However, GBEs carry out government policies while 
they deliver community services. They operate at both the federal and state level of 
government.

GBEs also aim to increase the value of their assets and returns to their shareholder 
(the government). A board of management or board of directors usually controls a 
GBE, with government input into the board. The government maintains a strong 
interest in the performance and financial returns of the GBE.

Typically, GBEs are large businesses that employ many people. Some of the largest 
employers in Australia are GBEs. Australia Post, NBN Co, Medibank  Private and 
VicRoads are examples of GBEs in Australia. VicRoads is also a statutory  corporation — 
an Act of Parliament (a law) had to be passed to establish it.

A government business enterprise 
is a type of business that is 
government owned and operated.

NBN Co. was established as a 
business on 9 April 2009 with the 
task of designing, building and 
operating Australia’s National 
Broadband Network. In February 
2016, CFO Stephen Rue announced 
revenue of $164 million for the 
second half of 2015.

Unit 3

See more
Government 
business 
enterprises

AOS 1

Topic 1

Concept 6
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14  UNIt 3 • Managing a business

Advantages

Disadvantages

• Political interference in
   the day-to-day
   operation of the GBE
• Inef�ciencies caused by
   government ‘red-tape’ —
   excessive regulation or 
   rigid conformity to rules
• Management of GBEs can
   be less effective than that
   of the private sector
• There can be less
   accountability within a GBE,
   resulting in less productivity
   and negative attitudes
   amongst staff 

• A GBE is able to carry out
   government policies
   delivering community
   services in areas where
   private sector businesses
   might hesitate to invest
• A GBE can operate with
   some independence from
   government
• Provision of healthy
   competition to businesses
   operating in the private
   sector — this can lead to
   lower prices in the markets
   where GBEs are competing

The advantages and disadvantages of government business enterprises

 DID YOU KNOw?
Over the past 20 years, there has been 
a worldwide trend to privatise GBEs. 
This means they are sold to the private 
sector, and then run as profit-making 
businesses. This process is known as 
privatisation. During the 1990s, the 
Australian Government privatised a 
number of public sector businesses, 
including Telstra, Qantas and the 
Commonwealth Bank.
 The Victorian Government has 
privatised gas, Melbourne rail services 
and power.

Sole trader partnership
private limited 
company

public listed 
company Social enterprise

Government 
business 
enterprise

Ray Coulton 
Carpentry

         

Types of businesses — social enterprises and government business enterprises1.4

teSt your understanding
1 In what ways does a social enterprise differ from a 

company?
2 Summarise the advantages and disadvantages of a social 

enterprise.
3 What is the main purpose of a government business 

enterprise?
4 Outline the advantages and disadvantages of a 

government business enterprise.

appLY your understanding
5 Shane is planning to manufacture home water filtration 

units and sell the products locally. He then wants to use 
the proceeds of these sales to provide the same product 
to communities in developing countries.
Explain to Shane why a social enterprise would be an 
appropriate business type for this venture.

6 In your notebook, construct a table with six columns 
labelled as in the example below. From the list of 
businesses provided, write each name in the correct 
column for its particular business type. An example has 
been completed for you.
Fairfax Limited
M&M Communications

Tip Top Bakeries Pty Ltd
Paul Banwell Motors

Bigga Community Group
Ozemail Limited
David Tyler and Sons
Rural Services Co-op
Perpetual Water

Tynan Motors Pty Ltd
Jacinta’s Newsagency
Newcrest Mining Ltd
Sue King Plumbing
R&R Antiques Pty Ltd

7 Use the KereKere weblink in your eBookPLUS to find out 
what this social enterprise does. Answer the following 
questions.
(a) Who owns KereKere?
(b) Who manages this 

business?
(c) What is the objective of 

KereKere?
(d) How does KereKere contribute to the community?

8 Use the Defence housing Australia weblink in your 
eBookPLUS to find out what this government business 
enterprise does. Answer the following questions.
(a) Who owns Defence Housing Australia?
(b) Who manages this business?
(c) What is the objective of 

Defence Housing Australia?
(d) How many staff does 

Defence Housing Australia 
employ?

Weblink
KereKere

Weblink
Defence Housing 
Australia
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1.5 Business objectives

KeY CONCeptS There is a range of different business objectives, including to make a profit, to 
increase market share, to fulfil a market and/or social need and to meet shareholder expectations. 
Objectives and related business strategies vary according to the type of business.

Every business aims to achieve an objective, or goal. An objective gives a business 
direction; that is, it provides the business with a path to follow, increasing its chances 
of being successful. The Port Arthur Historic Site Management Authority is a gov-
ernment business enterprise with objectives that relate to conserving, managing and 
promoting the Port Arthur historic sites in Tasmania as cultural tourism places of 
international significance. As a GBE, its objectives are very different to those of other 
types of businesses. Just as there are several types of businesses, there is a range of 
different objectives.

An objective is a desired goal, 
outcome or specific result that a 
business intends to achieve.

Set objectives

Develop
strategies

Analyse 
performance

Key performance 
indicators

Businesses develop objectives and related strategies 
to provide direction to stakeholders. Performance is 
analysed using key performance indicators.

Port Arthur Historic Site Management Authority is responsible for the 
Port Arthur, Coal Mines and Cascades Female Factory historic sites. 
The GBE has objectives, so that its management and employees 
know what to do to ensure that the enterprise is successful.

To make a profit
Making a profit is an objective that is central to many businesses. Profit is what is 
left after business expenses have been deducted from money earned from sales (rev-
enue). A loss occurs when the expenses exceed the revenue. For example, if business 
expenses totalled $100 000 per year and revenue from sales was $300 000, the busi-
ness would have made a profit.

A major indicator of a business’s success is the size of its profit, so many businesses 
not only want to make a profit, they want to maximise their profit. A business may 
have other objectives that will support it in achieving its main objective of making 
profit, such as increasing sales, expanding the business, or increasing market share.

Communicating objectives

Businesses communicate their objectives in many different ways. The objectives of a small 
business are often found in the business plan. The objectives of larger businesses are often 
clarified in a vision statement, which broadly expresses what a business hopes to become; or a 
mission statement, which formally expresses the reasons for a business’s existence, its purpose 
and its method of operation. Sometimes business objectives may be expressed in a ‘purpose’ 
or ‘strategic priorities’. In whatever form they take, the objectives are usually communicated to 
stakeholders using noticeboards, website or annual report.

The vision statement states what 
the business aspires to become.

The mission statement expresses 
why the business exists, its 
purpose and how it will operate.

Unit 3 Financial 
objectives
Summary screen 
and practice 
questions

AOS 1

Topic 2

Concept 1
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16  UNIt 3 • Managing a business

to increase market share
As mentioned on page 4, market share is a business’s proportion of total sales in a 
market or an industry. This is easy to visualise using a pie chart that shows the per-
centage of sales the business has in relation to all its competitors. In most industries, 
market share is usually an objective only for 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 profits for these businesses.

to fulfil a market need
For many businesses, their purpose is to fulfil some sort of market need. For example, 
a business may exist to meet customer expectations or provide a good or service that 
is not otherwise available to a market. In some cases, it is quite possible that small 
businesses may be able to meet specific market needs more efficiently than larger 
businesses. For example, a small general store in a rural area may have the objective 
of meeting the needs of a local community, whereas larger food retail businesses might 
struggle to meet these needs. A business may have other objectives that will support it 
in fulfilling a market need including objectives related to the function of the product 
as well as quality, price and convenience.

to fulfil a social need
Sometimes a business will aim to fulfil a social need. This objective involves the pro-
duction and/or selling of goods and services for the purpose of making the world 
a better place. A business with such a focus may generate an income, but its pri-
mary purpose is the common good. Objectives related to fulfilling social needs might 
include improving human wellbeing, such as providing opportunities for local unem-
ployed people or assisting disadvantaged people in the community, or focusing on the 
environment, such as minimising waste and recycling.

to meet shareholder expectations
Making profit is the primary objective of many businesses. This is particularly impor-
tant for investors in a company — its shareholders. Shareholders expect to make a 
return on their investment. They expect the business that they have invested in to 
make a profit as they receive a proportion of the profits (called dividends). They also 
make a capital gain if the value of a company’s shares increases. If the part of the profit 
gained by the company is returned to shareholders, or the value of a company’s shares 
increase, then shareholders will have their expectations met.

Business objectives
As businesses seek to achieve different things, each business will have different objec-
tives. It is obvious that many businesses exist to make a profit and will consequently 
measure their performance against objectives established around profitability (sales, 
market share, returns on investment). However, profits are not the only objective.

Many businesses today, such as Bendigo and Adelaide Bank, include customer ser-
vice, community involvement, the environment and concern for employees within 
their objectives. Bendigo and Adelaide Bank focuses on customers, communities and 
partners, and sustainable earnings and growth.

Government business enterprises will, of course, have objectives reflecting the pro-
vision of services to the community. VicRoads’ objective is to deliver social, economic 
and environmental benefits to communities. It does this by managing Victoria’s roads 
and transport.

Business objectives1.5

Unit 3 Social 
objectives
Summary screen 
and practice 
questions

AOS 1

Topic 2

Concept 2

Unit 3 Shareholder 
expectations
Summary screen 
and practice 
questions

AOS 1

Topic 2

Concept 3
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Social enterprises exist to achieve objectives other than making a 
profit. If there is a profit motive, that profit is used to further help 
those in need. The primary objective of a social enterprise is not to 
make profit to distribute to shareholders. For example, The Social 
Studio is a social enterprise; its objective is to raise awareness of the 
refugee experience.

Although making a profit is crucial for the long-term survival of 
most businesses, concentrating on this objective to the exclusion of all 
others may eventually harm the business. Poor customer service, low 
staff retention rates, and damage to the environment or to the business 
reputation are some likely consequences, when a business is focused 
solely on making profits.

Business strategies
Once a business has established a set of specific objectives, the next 
step is to determine what needs to be done to achieve the objectives. 
Strategies outline how the business will attempt to achieve its objec-
tives — they are a series of actions undertaken to achieve an end 
result. For example, a strategy to achieve the objective of increased 
profit may be the introduction of a new product range.

Successful businesses develop a range of different strategies to 
achieve objectives in different areas of management responsibility.  
A marketing objective, for example, might be to increase market share 
by 10 per cent. Strategies to achieve this might include:
• targeting a new group of customers
• increasing sales by using a new promotional campaign
• increasing the number of distribution outlets
• improving the performance or quality of the existing product.

A business needs to make sure all the objectives and strategies are linked. Money 
will be required, for example, to implement the marketing strategies, so the finance 
strategies need to reflect this link.

Analysing performance
After determining the business’s objectives and strategies, management will eventually 
need to ask, ‘How well did we do?’ Performance is analysed by determining whether 
the business objectives have been achieved. This can be done by constantly asking:
• How is the business performing?
• How does the business’s performance compare to that of similar businesses?
• Is the business performing as planned?
• Has the business’s performance improved over time?

Once measurements have been collected, businesses can identify and investigate 
any discrepancies in comparison with original planned objectives. The business needs 
to ask whether the desired results were achieved and, if not, where and why they 
failed. If strategies were successful, the business should examine what made them a 
success and reuse these strategies. By analysing successful operations, the business 
may also identify weak spots that can be improved.

A business can analyse its performance by assessing whether it has been effective 
as well as efficient. Effectiveness indicates to what degree a business has accomplished 
the objectives it set out to achieve. In other words, the business is ‘doing the right 
things’. If a business’s objective was to make profit, then improving profit from one 
year to the next would be seen as effective. Efficiency refers to how well a business 
uses the resources needed to achieve an objective. The most efficient use of resources 

Efficiency refers to how well a business 
uses resources to achieve objectives.

Bakers Delight
(private limited company)

Objective
‘To be the world’s best fresh bread retailer.’

VicRoads
(government business enterprise)

Objective
‘... to deliver social, economic and environmental bene�ts to 
communities throughout Victoria by managing the Victorian
arterial road network and its use as an integral part of the

overall transport system.’

The Social Studio
(social enterprise)

Objective
‘To create awareness and change public perceptions for people

who have experienced being a refugee.’

Commonwealth Bank
(public listed company)

Objective
‘To excel at securing and enhancing the �nancial wellbeing of

people, businesses and communities.’

Objectives from a range of businesses

Strategies are the actions that 
a business takes to achieve 
specific objectives.

Effectiveness is the degree to 
which a business has achieved 
its stated objectives.
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18  UNIt 3 • Managing a business

Business objectives1.5
occurs when benefits are greater than the costs of resources employed. If a business 
reduced the amount of waste it produced while achieving its objective of profit, for 
example, then this may be considered to be efficient.

Businesses use key performance indicators (KPIs) to precisely analyse performance. 
KPIs are criteria used as a measure of the success, or the efficiency and effectiveness, 
of a particular area of the business’s operations. Examples of key performance indica-
tors that relate to some of the business objectives we have explored in this section can 
be seen in the table below. Key performance indicators are covered in more detail in 
chapter 6.

Key performance indicators are 
specific criteria used to measure 
the efficiency and effectiveness 
of the business’s performance.

Business 
objective

Key performance 
indicator how the KpI can be used to evaluate performance

To make a 
profit

Net profit figures An improvement in net profit means that the business has 
improved its performance, either by earning more revenue or 
by reducing expenses and costs.

To increase 
market share

Percentage of 
market share

An increase in market share suggests that the business is 
performing successfully, as it has a greater proportion of the 
sales in the market.

To fulfil a 
social need

Level of wastage If the amount of unwanted or unusable material created by the 
production process is reduced, then the business has reduced 
its impact on the environment. It has also improved efficiency.

personal objective Strategy to achieve it Business objective Strategy to achieve it

Get an ‘A’ in VCE Business 
Management

1 Read textbook
2 Complete homework
3  
4  

Increase profit 1 Launch new advertising campaign
2 Improve customer service training
3  
4  

teSt your understanding
1 Outline the difference between an objective and a 

strategy.
2 Explain the importance of business objectives.
3 Examine the figure on page 17 and then answer the 

following questions:
(a) Are there common features of these objectives? What 

are they?
(b) What are the differences between these objectives?
(c) Would it be important for employees, managers and 

customers to be familiar with a business’s objectives? 
Why?

4 Complete the following sentences by filling in the blanks.
(a) Making a ___________ is a central objective for many 

businesses.
(b) Fulfilling a _________ _________ involves producing 

and/or selling goods and services for the purpose of 
making the world a ___________ place.

(c) Fulfilling a _________ _________ involves meeting 
customer expectations or providing a good or service 
that is not available to a market.

(d) Shareholders expect to receive a proportion of the 
profits (called _________) as well as make a capital 
_________ if the value of a company’s shares increases.

(e) Market share is a business’s ___________ of total 
industry ___________.

5 Why should businesses analyse their performance?
6 Differentiate between effectiveness and efficiency.
7 What is a key performance indicator and what is it used for?

appLY your understanding
8 Working with a partner, write a suitable business objective 

for the following businesses:
(a) your local fish and chip shop
(b) your local accounting firm
(c) a company that exports products
(d) a social enterprise employing the homeless

9 What are your objectives for this year? Do you have a 
strategy to achieve those objectives? Complete the table 
below to see how strategies are linked to objectives (both 
personal and business ones). The table has been started 
for you.

10 Use the NAB weblink in your 
eBookPLUS to determine 
NAB’s objective. List the 
strategies you find. 

11 Use the Australia post 
weblink in your eBookPLUS to 
find out what type of business 
it is. Outline Australia Post’s 
objectives. 

Weblink
NAB

Weblink
Australia Post
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Apply yOUr SKIllS Business objectives and KPIs

praCtISe YOUr SKILLS
• define, describe and apply relevant business management concepts and terms
• analyse case studies and contemporary examples of business management
• interpret, discuss and evaluate business information and ideas
• apply business management knowledge to practical and/or simulated business situations.

Objective: give away one million meals a year

FareShare is a small social enterprise that gives away healthy, nutritious meals to hungry and 
homeless people in Victoria using food donated by businesses. Its vision is ‘a society where food is 
not wasted and hunger is minimised’. FareShare ‘rescues’ food that would otherwise have ended 
up as waste in landfill.

The enterprise started in 2000 with volunteers cooking 300 pies a week. For some time, its 
aspirational target has been to cook one million meals in a year. It finally achieved this in 2015, 
with its volunteers and staff cooking approximately 5000 meals every day. FareShare now employs 
20 paid staff and has six vans that supply meals to more than 400 Victorian charities including 
Vinnies vans, the Salvos and the Asylum Seeker Resource Centre.

Fareshare’s major food 
and kitchen donors include 
Woolworths, Coles DC, Bakers 
Delight, Fonterra, Centro 
Trade, Corona Manufacturing 
and Linfox Logistics. 
Moorabbin Airport recently 
donated a block of land to 
FareShare. This land will be 
transformed into an enormous 
vegetable garden to supply 
the enterprise’s kitchen in 
Abbotsford with fresh produce. 
FareShare spokeswoman Lucy 
Farmer said, ‘The one thing 
that really constrains us is a 
reliable source of ingredients, 
specifically vegetables’.

‘We want our food to be 
nutritious. One of the best 
ways to do that is have 
vegetables in it, but they are 
often tough to source on a 
regular basis. But this should 
help solve that issue,’ she said.

Fareshare does have other 
objectives. Part of its mission 
relates to raising awareness 
about food insecurity and 
the value of food rescue. 
Fareshare also helps the 
environment, as reducing 
waste that ends up in landfill 
reduces methane pollution 
and the demand for new food 
products.

FareShare is a social enterprise that gives away healthy meals 
to the hungry and homeless. Staff and many volunteers run it.

 DID YOU KNOw?
FareShare cooked 1 131 231 meals 
in 2015, redistributed the equivalent 
of 602 660 meals (food it does not 
cook but passes straight on to other 
charities) and rescued 562 tonnes 
of food.
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Business objectives and KPIsApply yOUr SKIllS

 teSt your understanding 
1    Define the term ‘social enterprise’. 
2    Explain what an objective is. 
3    Describe what FareShare does and how its work benefits 

the community. 
4    Explain why FareShare’s mission is very different from 

that of other businesses that have a main focus on making 
a profit. 

5    Using evidence from the case study, has FareShare 
achieved it objectives?   

 appLY your understanding 
6    Use the  FareShare   weblink  in your eBookPLUS to watch 

the video about FareShare. 
(a)    What objectives are 

businesses such as 
Woolworths achieving by 
donating food to FareShare? 

(b)    Approximately how many tonnes of food a year are 
wasted each year in Australia? 

(c)    How many volunteers work for FareShare? Why do you 
think people volunteer to work for no wages? 

(d)    Explain what would happen to the surplus food if 
FareShare did not collect it.   

7    Discuss the strengths and weaknesses of FareShare as a 
social enterprise. 

8    Evaluate the need for social enterprises in our society.   

Weblink
FareShare

 Goal! 
 Ask your teacher for permission to complete this activity in class time. The 
aim of this activity is to apply your theoretical understanding of business 
management to a practical activity. 

  Instructions 
1    Arrange your class into groups of three to four. 
2    Find a place where your class can set up to have shots at 

basketball rings. You or your teacher may need to book the school gym 
or the basketball court. ( Note:  Other sports can be substituted, so long 
as it is possible to achieve the objective of the activity — to score a 
goal.) 

3    Work out an order among the members of your group. Every student 
should have 10 shots at goal. 

4    As each student is shooting at goal, record the result. Did they score a 
goal, hit the ring or miss completely?         

 Materials required 
  basketballs  
  basketball rings  
  space  

     Effi cient    Ineffi cient  

 Effective  Score a goal from every shot    

 Ineffective       

 teSt your understanding 
1    How did your group manage the task? Did you work well 

together? 
2    What was the objective for your group? 
3    Explain what effectiveness means. 
4    What does efficiency mean?   

 appLY your understanding 
5    How can you measure the effectiveness of your group’s 

performance in this activity? 
6    Can you think of a way to measure your group’s efficiency? 

7    Complete the following table, using the results from your 
goal shooting. The table has already been started for you.    

8    Is it possible for a business to be effective but inefficient? 
Is it possible for a business to be efficient, but ineffective? 
Explain your answer using business examples.   
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 Owners 
 A business may be owned by a sole trader, by partners or by a number 
of shareholders. The extent to which the owner is involved in the man-
agement or daily operations of the business will affect his or her vested 
interest in its activities. For example, a sole trader or a partner is likely 
to have a direct say in what the business does. 

 The owners who manage or operate the business on a day-to-day 
basis will possibly have a very personal vested interest in the  business — 
they are likely to depend on the success of the business for their income 
or wealth. Furthermore, the performance and conduct of the business can affect the 
reputation of the owner. For example, operating a business that is known to have dis-
honest dealings with other stakeholders is likely to refl ect poorly on the characters of 
the owners of the business. Alternatively, the failure of a small business might leave a 
sole trader or partner in debt.     

  1.6 Business stakeholders in the internal environment 

  KeY CONCeptS   Businesses have many stakeholders, with varying interests. 
 Internal stakeholders include owners, shareholders, directors, management and employees. 

  Businesses have many   stakeholders  . ‘Stakeholders’ refers to the people and groups that 
interact in some way with the business and have a vested interest (or stake) in its 
activities. 

 Many of these stakeholders are found in the internal environment — inside 
the business. These stakeholders are part of the business itself, including owners, 
 shareholders, directors, management and employees as well as any formal or informal 
groups that are created within the business. Other stakeholders are found in the 
external environment — outside the business and beyond its full control. These 
stakeholders include government, competitors, interest groups (such as trade unions, 
 consumer groups and specifi c issue groups), customers, suppliers and members of the 
community. All of these groups and individuals can be affected by the activities of a 
business. They can also infl uence the activities of the business they have an interest in. 

Stakeholders are groups and 
individuals who interact with 
the business and have a vested 
interest in its activities.

Each business will have many stakeholders 
that they need to consider. Stakeholders 
have a vested interest in the company, and 
successful businesses are actively aware of 
their stakeholders’ interests.

Unit 3 Business 
stakeholders 
and their 
interests
Summary screen 
and practice 
questions

AOS 1

Topic 3

Concept 1
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22  UNIt 3 • Managing a business

  DID YOU KNOw? 
  It is possible for a private limited 
company to have a single director 
who is also the sole shareholder 
of the company. This person must 
maintain minutes (a written record) 
of any resolutions made concerning 
the management of the company’s 
business. Each resolution must also 
be passed and signed off by the sole 
director and shareholder.  

 Shareholders 
 Shareholders purchase shares in a company, so they are partial 
owners of businesses. Despite not usually being involved in the 
day-to-day operations of a business, shareholders do have some say 
in the running of a business, for example, by voting at a compa-
ny’s annual general meeting. In this way, they can infl uence major 
 decisions.  For  example, shareholders may vote for the directors of 
the company or to approve an annual report. It is also quite possible 
that a shareholder can also be a director, manager or employee of 
a company. 

 Shareholders want the company that they have 
invested in to be profi table as they receive a pro-
portion of the profi ts (called dividends). They also 
make a capital gain if the value of a business’s 
shares increases. Many shareholders realise that by 
being socially responsible a business can improve 
its reputation, but they know that this can also 
increase fi nancial costs to the business.   

 There are shareholders who will only invest in 
companies they see as socially responsible, which 
is known as socially responsible investing. Other 
shareholders might think that it would be best 
to ignore social responsibility. Most would be 
pleased, however, about the introduction of any 
strategy which improves productivity, boosts sales 
or leads to increases in profi t. 

 Directors 
 The   directors   of a company are the people who 
have overall responsibility for managing the com-
pany’s business activities. A director must be 

honest and careful in their dealings and be aware of what the company is doing at all 
times. Small companies must have at least one director. Larger companies may have 
many directors who are collectively known as the ‘board of directors’. The board’s role 
is to develop and oversee the strategic direction of the company. In return, members 
of the board expect to acquire power and status by being the director of a company. 
The directors of a company also expect to be fairly remunerated, including earning 
directors’ fees and receiving share options.     

Shareholder

 decisions.  For  example, shareholders may vote for the directors of 

The directors of a company 
are the people who have overall 
responsibility for managing the 
company’s business activities.

  DID YOU KNOw? 
  In Australia, many industries generate 
emissions of the most common 
greenhouse gas — carbon dioxide. 
The coal and power industries and 
resource projects have adopted 
a range of measures to reduce 
emissions, including the use of 
energy-effi cient technology.  

Socially responsible companies are an attractive proposition to many shareholders; 
however, the primary objective for most shareholders is to make a profi t from their 
investment.

Business stakeholders in the internal environment1.6
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 Management 
Management   has the responsibility of running a profi table or suc-
cessful business. These people must ensure that the strategies that 
the business has implemented will achieve its objectives. Poor 
fi nancial performance, for example, would result in management 
reviewing the business’s strategies, processes and employee perfor-
mance. In return, management expect to be fairly remunerated, 
including through a salary and other benefi ts.   

 Most managers today understand that socially responsible activ-
ities should lead to increased sales. There are many complex legal 
issues that managers must contend with today, however, and introducing new socially 
responsible policies and procedures can be expensive and time consuming. Manage-
ment could introduce new technology to reduce waste and improve productivity, so 
that the business remains competitive, helping to boost sales and profi t, but this could 
mean that employees lose their jobs. Management could offer employees higher wages 
and better working conditions, but they may be forced to raise the price of products 
to cover this cost, leading to a fall in sales. Managers must endeavour to satisfy as 
many stakeholder expectations as possible while making sure that their position in 
the business is secure.  

 Employees 
 Employees are the people who work for the business. Their contribu-
tion is vital as they are involved in the manufacture or production of 
the good or service that the business sells. The quality of the product 
depends on their skill and commitment to the process. Employees 
should be valued as members of the business by being paid fairly, 
trained properly and treated ethically. Employees need to know that 
their job is secure in the long term. If businesses can provide for their 
needs, employees will be more inclined to put effort into work tasks 
and will be motivated to meet customer expectations. 

Manager

Management are the people who 
have the responsibility for successfully 
achieving the objectives of the business.

Employees are the people who work 
for the business and who expect 
to be paid fairly, trained properly 
and treated ethically in return for 
their contribution to production.

  DID YOU KNOw? 
  Henry Ford, the founder of the Ford 
Motor Company, purchased a small 
tract of land in 1929 located along 
the Amazon river in Brazil. His plan 
was to establish a prefabricated 
industrial town named Fordlândia for 
the purpose of securing a source of 
cultivated rubber for the company’s car 
manufacturing operations. Ford had 
early success in imposing ‘American’ 
lifestyles and values on the community, 
but the indigenous workforce soon 
rejected the strict assembly-line 
philosophies, refusing to work. Riots 
ensued and management were forced 
to fl ee. Finally, after a botanist hired by 
Ford to assess the situation concluded 
that the land was terrible for growing 
rubber trees, the town was abandoned. 
Today, the venture is considered a 
massive failure.  

 teSt your understanding 
1    Define the term ‘stakeholder’ in your own words. 
2    Explain the difference between internal and external 

stakeholders. 
3    Are a shareholder and a stakeholder the same thing? 

Explain your answer. 
4    Use a table like the one below to summarise details of 

a business’s internal stakeholders and their interests 
covered in this section.    

 appLY your understanding 
5    In a small group, brainstorm the internal stakeholders 

of your school. Choose a representative to share your 
comments with the other groups in your class. 

6    Choose a business that you have heard about and use 
the Internet to research the internal stakeholders of the 
business. For example, you could find out about how many 
owners the business has. Do these owners have direct 
involvement in the operations of the business? 

7    Use the  Internal business stakeholder   weblinks  in 
your eBookPLUS to look at the websites of the following 
businesses. Choose one and 
compete the table below. 
•    Scentre Group 
•    Village Roadshow 
•    Visy 
•    Link Housing Ltd      

  Stakeholder    Interest  

      

      

      
  Name of business     

 Number of shareholders/owners    

 Number of directors    

 Number of senior managers    

 Number of employees    

Weblink
Internal business 
stakeholder
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24  UNIt 3 • Managing a business

  External stakeholders are found outside the business and beyond the full control of 
the business. Nevertheless, they can still either affect or be affected by the activities 
of a business. These stakeholders include government, competitors, interest groups 
(such as trade unions, consumer groups and specifi c issue groups), customers, sup-
pliers and members of the community. 

  KeY CONCept   External stakeholders include government, competitors, interest groups, customers, 
suppliers and members of the community. 

    1.7 Business stakeholders in the external environment 

 Government 
   Government   exists at three levels in 
 Australia (federal, state and local). 
Elected governments attempt to make 
or change laws that have an impact on 
businesses. Governments can regulate or 
deregulate business activity. Each level of 
government imposes its own direct and 
indirect regulations to which all busi-
nesses must adhere. These regulations 
may infl uence a business to change its 
activities; for example, if taxes become too high. Government can also encourage busi-
nesses to expand by, for example, offering government grants. The government benefi ts 
from successful business by receiving a portion of their profi ts through its collection 
of taxation revenue.                

 Competitors 
 Competition is rivalry among businesses that 
try to supply the needs and wants of a market. 
   Competitors  , therefore, are other businesses or indi-
viduals who offer rival, or competing, goods or 
services to those offered by the business. Business 
owners or managers need to aim to achieve a sus-
tainable    competitive advantage   over their competi-
tors to capture a larger share of the market. 

Government is the group of people 
with the authority to govern a 
community. In Australia, this exists at 
three levels (federal, state and local).

Competitive advantage is the ability 
of a business to develop strategies that 
ensure it has an ‘edge’ over competitors.

Competitors are other businesses 
or individuals who offer rival, or 
competing, goods or services to the 
ones offered by the business.

Kelly O’Dwyer was the Minister for 
Small Business (Australia) for the fi rst 
half of 2016. 
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 A business needs to be constantly prepared to respond to any change in the actions 
of its competitors, as competitors themselves will attempt to gain a competitive edge 
over the business whenever they can. When ING Direct Australia, a subsidiary of the 
Dutch fi nancial services company, ING Group, was launched in Australia, they began 
to offer customers high returns on savings accounts. To stay competitive, the big four 
banks — ANZ, Commonwealth, NAB and Westpac — now also offer high-interest 
online savings accounts. From the business point of view, competition can stimulate 
greater effi ciency in production and usually results in a better quality good or service 
at the lowest cost to the business.    

 Interest groups 
Interest groups   are organisations of people who attempt 
to directly infl uence or persuade businesses to adopt or 
change particular activities, processes or policies. Three 
common types are trade unions, consumer groups and 
specifi c issue groups. 

 trade unions 
 Unions represent employees in many work-
places in Australia. They attempt to nego-
tiate favourable pay and work conditions 
on the employees’ behalf. Unions work to 
prevent anything that diminishes employee 
rights, safety or conditions. Some people 
have criticised unions, saying that although 
they understand that profi tability can lead 
to more jobs, they prefer to seek higher 
wages for union members rather than new 
jobs for non-union members. 

 Consumer groups 
 These interest groups, such as CHOICE, 
 Australia’s leading consumer advocacy 
group, monitor a business’s performance in 
terms of product safety, packaging, pricing 
and advertising. 

 Specifi c issue groups 
 These groups combine to focus on one specifi c area, such as youth unemployment, 
civil liberties, anti-globalisation or environmental protection. Miners such as Rio Tinto 
and BHP Billiton, for example, often receive criticism from environmental groups over 
their mining activities. The companies respond by undertaking environmental impact 
studies and rehabilitation works. 

 Customers 
   Customers   expect to purchase quality products at reasonable 
prices and they expect to receive high levels of service. They are 
becoming more aware of socially responsible businesses and this 
is one of the factors they consider when making purchasing deci-
sions. Many customers wish to purchase products from businesses 
they know have acted in a socially responsible manner. A busi-
ness needs to be aware of changes in customer preferences and 

Interest groups are organisations who 
attempt to directly infl uence or persuade 
a business to adopt or change particular 
activities, processes or policies.

Customer

Customers are the people who 
purchase goods and services 
from the business, expecting high 
quality at competitive prices.

The Australian Council of Trade 
Unions (ACTU) has over 2.5 million 
members. Trade unions have a lot of 
power, including the ability to organise 
strikes if certain demands are not met.
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26  UNIt 3 • Managing a business

tastes, and respond to these so that it can continue to satisfy their needs. For example, 
a business might introduce more environmentally friendly products to its range to 
ensure its future profi tability in response to changing customer expectations. 

 Suppliers 
   Suppliers   provide resources to a business that will be used in 
its production process. Resources can include raw materials, 
equipment, machinery, fi nance and information. It is essential 
for the business to develop good relationships with suppliers to 
ensure the timely delivery of quality resources. In return, sup-
pliers expect to be paid promptly and in full. It is also in each 
supplier’s best interests to ensure that the resources supplied are of high quality, and 
delivered in the right quantities at the right times, as this will ensure a profi table busi-
ness. Most businesses will have a number of suppliers to ensure a constant supply 
of resources. Many businesses today expect their suppliers to behave in a socially 
responsible manner, and believe that their relationships with suppliers also need to 
meet corporate social responsibility considerations. 

 Members of the community 
 Members of the community increasingly expect busi-
nesses to show concern for the environment. Some might 
be worried about businesses using valuable land resources 
or showing disregard for carbon emissions. They may be 
concerned about waste disposal or pollution. Others may 
be concerned about their future welfare through their own 
employment within businesses.  

Suppliers

Suppliers are businesses or 
individuals who supply materials 
and other resources to a business so 
that it can conduct its operations.

 teSt your understanding 
1    In your own words, explain what is meant by ‘government’. 
2    Explain the importance of: 

(a)    competitors 
(b)    customers.   

3    Brainstorm as many different types of suppliers as you 
can in 60 seconds. 

4    Identify two examples of 
(a)    trade unions 
(b)    consumer groups 
(c)    specifi c issue groups.   

5    Use a table like the one below to summarise details of 
a business’s external stakeholders and their interests 
covered in this section.    

6    Looking at the information in your table, can you see any 
potential conflicts between external stakeholders? In what 
ways do the interests of these stakeholders conflict?   

 appLY your understanding 
7    In a small group, brainstorm the external stakeholders 

of your school. Choose a representative to share your 
comments with the other groups in your class. 

8    Choose a business that you have heard about and use 
the Internet to research the external stakeholders of the 
business. For example, you could find out about how 
many customers the business has. In what ways does the 
business communicate with its customers? 

9    Use the  Coles   weblink  in your eBookPLUS to find as many 
of Coles’ stakeholders on its website as you can. Answer 
the following questions. 
(a)    What type of business is 

Coles? 
(b)    List Coles’ stakeholders. 
(c)    Identify ways in which Coles 

communicates with its stakeholders.     

  Stakeholder    Interest  

      

      

      

Business stakeholders in the external environment1.7
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1.8
KeY CONCeptS The varying interests of stakeholders can sometimes conflict. 
Society expects businesses to act in a socially responsible manner.

Potential conflicts between stakeholders and corporate 
social responsibility considerations

Corporate social responsibility
Society increasingly expects businesses to consider corporate social responsibility and do 
the ‘right’ thing in the interests of all stakeholders. Modern businesses are expected to 
be enterprising and comply with the law, as well as being socially just and ecologically 
sustainable in their operations. Many businesses are now extremely sensitive to public 
opinion and strive to be recognised as being ‘good corporate citizens’. Businesses rec-
ognise that they increase their chances of success when they pursue objectives that 
align with the interests and expectations of all stakeholders. However, these interests 
and expectations are not always compatible.

Corporate social responsibility is 
the obligations a business has over 
and above its legal responsibilities 
to the wellbeing of employees and 
customers, shareholders and the 
community as well as the environment.

 DID YOU KNOw?
Ethisphere, a research-based 
international business dedicated to 
defining and measuring standards of 
ethical business practices, published 
its World’s Most Ethical Companies 
list in 2016. In doing so, it said that 
investors and financial markets are 
proving that companies that operate 
with transparency and integrity are 
better performing over the long term.

Unit 3 Corporate 
social 
responsibility 
considerations
Summary screen 
and practice 
questions

AOS 1

Topic 3

Concept 3

Unit 3 Conflicting 
interests of 
stakeholders
Summary screen 
and practice 
questions

AOS 1

Topic 3

Concept 2

potential conflicts between stakeholders
All stakeholders who interact with a business have an interest in its activities. Some 
of their expectations are compatible. For example, customers want quality products at 
reasonable prices. If the business meets this expectation, sales should increase, leading 
to greater profits. This, in turn, satisfies the shareholders, 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. Employees and their unions require safe working con-
ditions and reasonable wages, for example, while customers want reasonably priced 
products. Providing safer working conditions or a wage rise is socially responsible, but 
it will cost the business money in the short term. If the business wishes to retain profit 
margins to satisfy shareholders, 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.

In an effort to maintain 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 raises other ethical and social responsibility considerations.

One way for a business to be more 
socially responsible is to act ‘greener’. 
This can be done by recycling more 
and investing in renewable and 
sustainable resources.
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28  UNIt 3 • Managing a business

Corporate social responsibility considerations
Reconciling conflicting interests is not always easy. Senior management must con-
stantly assess the actions of the business and attempt to satisfy as many stakeholder 
expectations as possible while acting in a socially responsible manner.

As society’s expectations of acceptable business behaviour increase, socially aware 
businesses recognise the importance and necessity of concentrating on sustainable 
business objectives; that is, focusing on financial outcomes while also being conscious 
of environmental and social performance. Many businesses today focus on the triple 
bottom line — financial (or economic), social and environmental performance  — 
where shareholder value increases through the careful management of stakeholder 
value. More businesses understand that reconciling conflicting interests and increasing 
stakeholder value ensures long-term growth and survival. That is, businesses that take 
their social responsibilities seriously are often ‘rewarded’ with improved business 
performance.

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

 DID YOU KNOw?
It is important to note that the central 
theme of corporate social responsibility 
is ‘above and beyond’ making a profit 
and obeying the law. It is also worth 
noting that social responsibility is good 
business — customers eventually 
find out which businesses are acting 
responsibly and which are not.

Stakeholders and their conflicting interests

Stakeholders Conflicting interest

Employees and 
shareholders

Employees require safe working conditions and reasonable wages, but 
this will reduce the business’s profit and dividends to shareholders.

Management and 
customers

Management could attempt to maintain profit and a high dividend to 
satisfy shareholders by raising the prices of products, but this will 
upset customers, who expect reasonably priced products.

Management and members 
of the community

Management might decide to cut costs by neglecting maintenance, 
which could possibly put members of the community in danger.

Suppliers and members of 
the community

Suppliers expect to be paid fairly and promptly, but they might reduce 
costs by using unethical or socially irresponsible practices, which can 
upset members of the community.

Management and suppliers Management wishes to keep costs down to improve profit but 
suppliers providing ethical materials require higher prices to cover 
their costs.

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.

Potential conflicts between stakeholders and corporate social 
responsibility considerations1.8
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Dexus is a property trust that 
manages and invests in a portfolio 
of diversified properties, including 
office and industrial properties, retail 
shopping centres and car parks. 
Dexus is committed to being a market 
leader in corporate responsibility 
and sustainability. One of the ways 
in which Dexus engages in the 
community is by helping the charity 
Barnardos Australia pack Christmas 
gifts for disadvantaged families.

teSt your understanding
1 Define the term ‘corporate social responsibility’ in your 

own words.
2 Explain why there are potential conflicts between the 

interests of stakeholders.
3 Looking at the information in the table on page 28, in what 

ways do the interests of stakeholders conflict?
4 Suggest ways that a business could reconcile the 

following pairs of conflicting interests:
(a) Consumers demanding cheaper products and employees 

wanting higher wages.
(b) Shareholders desiring a higher return on their 

investment and society wanting a clean environment.
(c) Managers being required to keep costs of production 

down and ethical suppliers wanting higher prices for 
inputs.

5 List some business activities that could involve corporate 
social responsibility considerations.

6 Complete the following table to identify the advantages and 
disadvantages of adopting socially responsible strategies.

appLY your understanding
7 ‘Business is acutely aware that being out of step with 

community expectations can mean losing market share 
and poor employee morale and productivity, all of which 
can dramatically affect the bottom line.’

Campbell Anderson, former president  
of the Business Council of Australia

Discuss this statement, using business examples.
8 You have been asked by a friend whether it is a good 

idea to purchase shares in businesses that have good 
environmental performance. What advice would you give 
to your friend?

9 ‘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.’ 
Do you agree? Explain your answer.

Advantages Disadvantages
Customers are more likely to want to deal with a socially 
responsible business

Can be expensive to introduce and implement socially 
responsible strategies

   
   
   

Customers who believe that a business has a reputation for being socially respon-
sible are more likely to continue to deal with the business. They are also likely to 
refer the business to other customers. Employees will want to work for the business, 
reducing costs of replacing staff and increasing productivity. While it can be expen-
sive and time-consuming to introduce socially responsible strategies, they would be 
expected to bring about increased sales and profits. By comparison, a lack of social 
responsibility can damage a business’s reputation and reduce its competitive advan-
tage. Customers may react and stop purchasing a business’s product if they learn that 
the business is exploiting employees, accepting bribes or polluting the environment.
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Stakeholder engagement
Stakeholder engagement refers to businesses sharing information with and seeking 
input  from stakeholders, and involving them in decision making. Businesses 
 anticipate  that, by discovering the social and environmental issues that are impor-
tant to their stakeholders, the business is more likely to act in a socially responsible 
manner.

There are conflicts between some stakeholder interests, of course. Employees want 
high wages, which is a cost to business, but customers want cheap products. Share-
holders want high dividends generated from high profits. However, by addressing 
expectations such as customer wishes and employee and shareholder interests, busi-
nesses expect that both of the latter groups would benefit from the increased sales. 
Businesses also anticipate that a positive image will be maintained if all stakeholders 
have their expectations satisfied. This leads to increased sales and an improved repu-
tation for socially responsible management.

Stakeholder engagement occurs 
when businesses share information 
and seek input from stakeholders to 
discover the social and environmental 
issues that are important to 
them as part of the business’s 
corporate social responsibility.

KeY CONCept Businesses attempt to work with all stakeholders in an effort to act in a socially 
responsible manner.

EXtEND yOUr KNOWlEDGE Stakeholders and corporate 
social responsibility

Bhp Billiton

With approximately 80 000 employees and contractors working in 16 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 coal, copper, iron ore, uranium 
and titanium minerals, and it also has substantial interests in oil, gas, liquefied natural 
gas and diamonds. The headquarters for BHP Billiton Limited is located in Melbourne. BHP 
Billiton identifies its stakeholders in its sustainability reporting, as well as explaining how it 
engages them.

A BHP Billiton coalmining operation in Western Australia. BHP Billiton engages its stakeholders 
to meet its social responsibility intentions.
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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 influence 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 businesses. 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 

❛ BHP Billiton says 
that individual sites 
work with their own 
host communities, 
using community 
consultation and 
engagement groups.❜

continued

A BHP Billiton project manager discusses a development at Roxby Downs with a stakeholder.
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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 initiatives, and to take part 
in performance reviews and employee surveys. 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 business performance and governance, leading to profit. 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 operations 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.

teSt your understanding
1 What is meant by the term ‘stakeholder engagement’?
2 Outline some of the conflicts that occur between 

stakeholders.
3 List BHP Billiton’s stakeholders.

eXteND your understanding
4 Complete the following table to demonstrate how BHP 

Billiton engages with its stakeholders.

5 Explain how the management of conflicting stakeholder 
interests can lead to a business being viewed as socially 
responsible.

6 Use the Bhp Billiton weblink 
in your eBookPLUS to find 
information about sustainable 
development as it applies to 
BHP Billiton. Write a report 
explaining how BHP Billiton performs in the area of 
socially responsible management. 

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.

       

       

       

       

       

EXtEND yOUr KNOWlEDGE Stakeholders and corporate social responsibility

❛ Communication 
is vital.❜

Weblink
BHP Billiton
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SUMMAry

types of businesses
• Businesses can be small, medium or large. They operate in the public or private sector, and in 

different industries.
• A sole trader is a business owned and operated by one person.
• A partnership is a business owned and operated by a minimum of two people.
• A private limited company is an incorporated business with a minimum of two and a maximum of 

50 private shareholders, and whose shares are offered only to those people whom the business 
wishes to have as part owners.

• A public listed company is an incorporated business with a minimum of five shareholders and whose 
shares are freely traded on the Australian Securities Exchange.

• A social enterprise is a business that produces goods and services for the market, but operates with 
the primary objective of fulfilling a social need.

• A government business enterprise is a type of business that is government owned and operated.
• Each type of business has certain advantages and disadvantages.

Business objectives
• An objective is a desired goal, outcome or specific result that a business intends to achieve.
• A vision statement states what the business aspires to become.
• A mission statement expresses why a business exists, its purpose and how it will operate.
• The main objective of most business is to make profit. Profit is not the only objective, however, as 

many businesses also pursue goals such as increasing market share, fulfilling a market need, fulfilling 
a social need and meeting shareholder expectations.

• Strategies are the actions that a business takes to achieve specific objectives.
• Businesses analyse performance by assessing whether it has been effective as well as efficient.
• Effectiveness is the degree to which a business has achieved its stated objectives. In other words, the 

business is ‘doing the right things’.
• Efficiency refers to ‘how well’ a business uses its resources to achieve its objectives.
• Businesses can use key performance indicators to analyse performance.

Stakeholders of businesses
• Businesses have many stakeholders, with varying interests, and these interests can conflict.
• Stakeholders for a business include owners, shareholders, directors, management, employees, 

government, competitors, interest groups, customers, suppliers and the community.
• Businesses attempt to satisfy all stakeholder expectations, anticipating that this will result in 

businesses acting in a more socially responsible manner.
• Corporate social responsibility refers to the obligations a business has over and above its legal 

responsibilities to the wellbeing of employees and customers, shareholders and the community as well 
as the environment.

rEvIEW qUEStIONS

teSt your understanding
1 Distinguish between small, medium and large businesses.
2 Provide one example of a business that operates in the private sector and one example of a 

business that operates in the public sector.
3 Define the term ‘industry’ and outline the three main areas of industry.
4 Describe the key characteristics of the following types of business:

(a) sole traders
(b) partnerships
(c) private limited companies
(d) public listed companies
(e) social enterprises
(f) government business enterprises.

ChAptEr 1 rEvIEW

Digital document
Glossary
Download a glossary of key terms 
from this chapter.
Searchlight ID: doc-19070

Digital documents
Missing word glossary quiz
Test your knowledge of key terms 
from this chapter.
Searchlight ID: doc-19071

Crossword
Check your understanding by 
completing this crossword on key 
concepts from this chapter.
Searchlight ID: doc-19072
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5 Identify and explain three advantages and disadvantages of each type of business.
6 Does every business have profit as its objective?
7 Outline the difference between a vision statement and a mission statement.
8 Describe the five main business objectives.
9 Explain what a strategy is, using an example.

10 Explain the difference between effectiveness and efficiency.
11 Define the term ‘key performance indicator’ and explain what they are used for.
12 What is a stakeholder?
13 Distinguish between internal and external stakeholders.
14 List the main stakeholders of businesses.
15 In what ways can stakeholder interests potentially conflict?
16 Outline what is meant by the term ‘corporate social responsibility’.

appLY your understanding
17 Copy and complete the table below, listing several businesses that you know of in each 

category. The first example has been completed for you.

18 Summarise the characteristics and objectives of the various types of businesses, by completing 
the following table.

19 Compare the following types of business (how are they similar and how are they different):
(a) sole traders and public listed companies
(b) private limited companies and social enterprises
(c) partnerships and government business enterprises.

20 Using an example of a real business, outline how the interests of its stakeholders can affect it 
activities. Try to cover at least three stakeholders.

21 Explain how attempting to meet all stakeholder expectations can lead a business to behave in a 
socially responsible manner.

SChOOl-ASSESSED COUrSEWOrK

OUtCOMe 1
Discuss the key characteristics of businesses and stakeholders, and analyse the 
relationship between corporate culture, management styles and management 
skills.

Size of business Description Example

Large Over 200 employees Coca-Cola Amatil, which 
makes Coca-Cola

Medium    

Small    

Business type Ownership Objective

Sole trader   To make profit

Partnership    

Private limited company From one to fifty shareholders  

Public listed company    

Social enterprise    

Government business 
enterprise

   

Sit VCAA exam
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ASSESSMENt task — structured questions

time allowed: 40 minutes
Marks allocated: 20 marks — the task contributes 10 marks out of a total of 20 marks for 

Outcome 1 (the marks for each question are indicated at the end of each question)
Conditions: closed book (no notes or textbooks may be used when completing this task)

Digital document
School-assessed coursework
Complete your end-of-chapter 
school-assessed coursework in 
Microsoft Word.
Searchlight ID: doc-19073

qantas

Qantas is the world’s second oldest continuously operating airline. The business was founded in 
the Queensland outback in 1920 and is Australia’s largest domestic and international airline. It 
is also recognised as being one of the world’s foremost long distance airlines, having pioneered 
services from Australia to North America and Europe. Shares in Qantas have been available to the 
public since the airline was floated in 1995.

The business now employs approximately 30 000 people and covers 86 destinations in 
36 countries. A Qantas transformation program was announced in 2012, following a period of poor 
financial results. The goal of the program is to build a strong, sustainable business for the long 
term. One of Qantas’ most important objectives is enhancing long-term shareholder value.

The Qantas Group’s main business is transporting passengers. As well as its Qantas and Jetstar 
brand flying operations, Qantas operates a diverse portfolio of airline-related businesses. These 
include Qantas Link, Q Catering, Qantas Freight Enterprises, Express Ground Handling and Qantas 
Holidays.

Financial performance
For the full year ended 30 June 2015, Qantas reported a before-tax profit of $975 million, 
a $1.6 billion improvement on the prior year. Net profit after tax was $560 million. Qantas CEO, 
Mr Alan Joyce, said, ‘The driving force behind this turnaround is the $2 billion Qantas Transformation 
program — the biggest step change for our company since it was privatised two decades ago’.

Read the Qantas case study then answer questions 2−5.
2 (a)   What type of business is Qantas? Explain your answer in terms of ownership  

and objectives.  3 marks
(b) Discuss the use of this type of business.  4 marks
(c) Explain the characteristics of one other type of business.  2 marks

3 Using Qantas as an example, identify and explain one business objective.  3 marks
4 Describe the key characteristics of management as a stakeholder.  2 marks
5 Analyse the potential conflicts between Qantas’ employees and customers.  4 marks

1 Define the following terms and provide an example for each:
• Stakeholders
• Shareholders  2 marks
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