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CORPORATE
MANAGEMENTMANAGEMENT

UNIT 3

Introducing a corporate manager
Naomi Milgrom (pictured below) is one of Australia’s most 
successful CEOs. She has steered the privately owned Sussan 
Corporation, widely known as the Sussan Group, through 
good times and bad. Sussan Group is one of Australia’s 
largest privately owned retail companies, employing over 
4000 staff and selling a wide range of women’s wear to 
women of all ages. You may have heard of the retail chains 
Sportsgirl, Sussan and Suzanne Grae; they are all part of the 
Sussan Group. In the 2012/13 fi nancial year, the company 
had sales of over $445 million.

Milgrom is an experi-
enced manager and busi-
nesses woman. In 1999, 
she bought the then ailing 
retail chain Sportsgirl — 
which had been losing 
money for fi ve years — 
and transformed it into 
a profi table business by 
the year  2000, and then 
to the lucrative busi-
ness it is today. Milgrom 
believes the secret to run-
ning a successful business 
is the people within the 
business — the employees. 

She has been quoted as saying, ‘talented people in the right 
culture, with the right coaching and development, can pro-
vide a competitive edge that an organisation is looking for’. 
She also believes that an authoritarian leadership style is 
no longer appropriate and managers who are focused on, 
and exclusively concerned with, cost and profi t (the bottom 
line) are ineffective. Employees are important to Milgrom’s 
business, as is adapting to changes in the economy and 
consumer trends to keep the business fl ourishing.

area oF STUdy oUTCome

1 Large-scale organisations 
in context Discuss and analyse the context in which large-scale organisations operate.

2 Internal environment of 
large-scale organisations

Discuss and analyse major aspects of the internal environment of large-scale 
organisations.

3 The operations 
management function Discuss and analyse strategies related to operations management.
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2  UNIT 3 •  Corporate management

Chapter 1

Large-scale organisations 
in context
Why IT IS ImporTaNT 
Wesfarmers is one of Australia’s largest organisations. Wesfarmers’ employees (shown 
opposite) might work for Coles, Bunnings, Officeworks, Target, Kmart or one of Wesfarmers’ 
coal, energy, fertiliser or insurance interests. We rely on large organisations for most of 
our needs today, including housing, food, clothing, health care, recreation, entertainment, 
transport and communication. Large organisations are also important for our economy 
because they create jobs, wealth and income. Wesfarmers is the largest private employer 
in Australia, employing more than 200  000 people. In this chapter, you’ll be studying what 
large‑scale organisations are and how important they are to the economy.

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.

Variations in types of large-scale 
organisations, their objectives and 

related business strategies

Characteristics of large-scale 
organisations

Typical management functions
in large-scale organisations,

including operations, finance,
human resources, marketing,

and research and development

Internal and external (operating and 
macro) environments of large-scale 

organisations

Performance indicators used to evaluate
the performance of large-scale organisations,

including the percentage of market share,
net profit figures, the rate of productivity
growth, the number of sales, results of a
staff and/or customer satisfaction survey,

the level of staff turnover, level of wastage,
number of customer complaints and number

of workplace accidents

Identification and characteristics of 
stakeholders of large-scale organisations, 
including their interests, possible conflicts 

and related ethical and socially
responsible considerations

Contributions, both positive and 
negative, of large-scale 

organisations to the economy

The context which contributes to 
the unique nature of large-scale 

organisations

LARGE-SCALE ORGANISATIONS
IN CONTEXT

Key SKIllS
These are the skills you need to demonstrate. Can you demonstrate these skills?
•	 accurately use relevant management terms
•	 research aspects of the management of large-scale organisations using print and online sources
•	 analyse business information and data
•	 analyse the context in which large-scale organisations operate
•	 apply knowledge and concepts to practical and/or simulated situations.
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NBN Co Limited — a large-scale NBN Co Limited — a large-scale NBN Co Limited — a large-scale NBN Co Limited — a large-scale NBN Co Limited — a large-scale NBN Co Limited — a large-scale 
organisation (LSO)organisation (LSO)organisation (LSO)

Many of Australia’s large-scale organisations 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 
2000 people and has estimated that thousands of 
local jobs will be created as they continue to build 
the $43 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 in place, 
it will allow people and businesses to access high-
speed broadband services all across Australia.

The National Broadband Network, 
managed by an LSO, will benefi t all 
Australians.
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1.1 Characteristics of large‑scale organisations

Key CoNCepTS  Large‑scale organisations are characterised by a large 
number of employees, a large amount of assets and large 
revenue.

Large‑scale organisations typically have management 
functions called operations, finance, human resources, 
marketing, and research and development.

An organisation is created when two or more people work together to achieve 
their common objectives.

The Australian Bureau of Statistics defi nes a large-scale organisation (LSO) as 
one that employs 200 or more people or has assets (what the organisation owns) 
worth more than $200 million. An LSO may also earn revenue in the millions. 
There are other considerations that are relevant when it comes to defi ning the char-
acteristics of LSOs. Let us take a closer look at an LSO.

ANZ Banking, often referred to as ANZ bank, is an LSO. The ANZ bank employs 
over 48  000 individuals worldwide. It has assets of more than $530 billion and 
total revenue of more than $17 billion.

The ANZ bank is also a multinational corporation. While it is owned and based 
in Australia, it operates in more than 32 countries across Australasia, the Pacifi c, 
Europe, the Middle East, America and Asia. The bank also has a technology and 
operations centre in India. ANZ serves approximately 8 million customers in more 
than 1300 places around the world. It is also considered large because it has a 
complex management structure.

Some of Australia’s largest companies are listed in the table below. Incident ally, 
all of these companies are also multinationals.

The unique nature of large-scale 
organisations

When compared to small and medium-sized busi-
nesses, large-scale organisations (LSOs) are unique. 
This is a result of the context in which they operate. 
Because of their size, LSOs have a great deal of pol-
itical power. Some organisations are so large that they 
have more infl uence on the economy than the govern-
ment in power. The sales and revenue of some multi-
nationals, such as Wal-Mart and General Electric, are 
bigger than the economies of several small countries. 
LSOs are able to produce goods and services in bulk at 
low cost, because they have the fi nancial means to pay 
for the required technology and huge staff needed to 
produce the good or service.

Unlike small businesses, the owners of LSOs have 
little to do with the day-to-day operations of their busi-
nesses. Instead, these operations are left to managers, 
who make day-to-day decisions and undertake long-
term planning to achieve corporate objectives. LSOs 
must attempt to satisfy the varying interests of their 
many stakeholders.

An organisation is two or more 
people working together to achieve an 
objective.

A large-scale organisation employs 
200 or more people, earns revenue in 
the millions, or has assets of more than 
$200 million. 

A multinational corporation is 
owned and based in one country and 
operates in many countries throughout 
the world.

Australia’s 10 largest public companies

Rank Organisation
Sales revenue

(US$b)
Assets
(US$b)

 1 BHP Billiton 67.7 151.0

 2 Commonwealth Bank 41.5 699.9

 3 Westpac Banking Group 38.4 651.4

 4 National Australia Bank 36.9 755.9

 5 ANZ Banking 34.0 659.7

 6 Rio Tinto 51.20 111.0

 7 Wesfarmers 58.5 39.3

 8 Telstra 24.7 35.6

 9 Woolworths 58.3 21.7

10 AMP 19.4 119.2

Note: Sales, profi ts, assets and market value were aggregated to produce a composite 
score, which determined rank.

Source: ‘The Global 2000’, 7 May 2014, Forbes.com.
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WHAT MAKES
LSOs UNIQUE

Have management
structures

Have owners or
shareholders, who have

little to do with
day-to-day operations

Produce goods and
services efficiently because
of technology and large 

numbers of staff

Produce goods
and services cheaply

because they can
reduce costs

Have a huge range
and large numbers of

stakeholders

Have access to
huge amounts of

finance

Make large
contributions to the

economy

Group staff together
into departments

Have great political
influence

Undertake long-term
planning in order to
achieve corporate

objectives

Produce
goods and

services
en masse

Operate in
many

countries

Typical management functions
The ANZ bank employs over 48  000 people — that’s a lot of staff to manage! 
The large staff size of an LSO like ANZ requires a complex management 
structure that will ensure that the activities of its business run smoothly.

An example of an organisational chart showing 
the typical management functions for an LSO is 
shown in the fi gure at right.

Staff who complete work on similar activities 
are grouped together in a department or func-
tion. Each function would be supervised by a dif-
ferent manager. A CEO (chief executive offi cer) 
might monitor the progress of the department 
managers.

TeST your understanding
1 List the main characteristics of a large-scale 

organisation.
2 How does the Australian Bureau of Statistics defi ne 

an LSO?
3 Identify three Australian multinational corporations.
4 What is the largest organisation in Australia by 

revenue only, according to the table on page 4? 
Which is the largest organisation by assets only?

5 Why have organisations expanded into overseas 
markets?

6 Explain why an LSO requires an organisational 
structure.

7 List the fi ve typical management functions in a 
large-scale organisation.

8 Explain why ANZ would be classed as an LSO.

apply your understanding
9 Use the LSO weblinks in your eBookPLUS to look 

at the websites of the following organisations. 
Choose one and fi ll in the table below.
• Scentre Group
• St Vincent’s Hospital Melbourne
• Salvation Army
• National Australia Bank
• Village Roadshow

Name of organisation

Total revenue

Number of employees

Total assets

Products/services produced

Geographic locations

eBookpluseBookplus

Human
resources

Marketing

Research and
development

Board of
directors

Managing
director

Finance

Operations

Typical management 
functions in an 
organisational 
structure
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Key CoNCepT The main types of large‑scale organisations in Australia include 
corporations, government departments and not‑for‑profit organisations. They 
vary in terms of their ownership and their purpose.

Corporations
A corporation, or company, is owned by shareholders and managed by directors. 
A shareholder is any person who owns one or more shares in a company. Think 
of a share as a unit of ownership in a company. Selling shares to the general public 
raises funds for establishing or expanding the company. The main purpose of a 
corporation is to make a profi t.

Shares in public companies are usually traded on the Australian Securities 
Exchange (ASX). Members of the public can buy or sell shares in public companies, 
and public companies can have millions of shareholders. Examples of public com-
panies include BHP Billiton, Telstra and Virgin Blue.

Private corporations are not listed on the ASX and have restrictions on who can 
buy their shares. They can have one shareholder (who would also be the director), 
but no more than 50 shareholders. Private corporations are often family companies. 
Companies such as Rip Curl, 7 Eleven and Retravision are examples of privately 
owned companies.

Another type of corporation is a government business enterprise (GBE), which 
is owned and operated by the government. GBEs carry out government policies  
while they deliver community services. We may not always think of them as being 

corporations, but they actually run 
just like companies. Typically, GBEs 
are large organisations that employ 
a large number of people. Some of 
the largest employers in Australia 
are GBEs. Australia Post, Medibank 
Private and VicRoads are examples 
of large-scale GBE organisations in 
Australia. VicRoads is also a statutory 
corporation — an Act of Parliament 
(a law) had to be passed to establish it.

government departments
Government departments exist at all three levels of government (federal, state 
and local). They provide essential community services, such as health, education 
and welfare. The Department of Education, the Department of Employment and 
the Department of Social Services are three examples of Australian Government 
departments.

A corporation is owned by 
shareholders and aims to make a profi t.

A shareholder is any person who 
owns shares in a company.

A government business enterprise 
is government owned and operated.

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 
pro� t-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.

dId yoU KNoW?

Types of Australian large‑scale 
organisations

Government departments

Not-for-profit organisationsCorporations

TYPES OF AUSTRALIAN
LARGE-SCALE ORGANISATIONS

Charities Foundations
Public

companies
Private

companies
Government

business
enterprises

1.2 Variations in types of large‑scale organisations
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Not-for-profi t organisations
Not-for-profi t organisations include charities and foundations. Their main purpose 
is to provide goods, services or funds to prevent particular social problems or to 
continue their work for the benefi t of the community. Examples of not-for-profi t 
organisations include the Salvation Army, World Vision, Anglicare, the Australian 
Conservation Foundation and The Smith Family. These organisations do not gen-
erate business by selling products or services with the specifi c purpose of making 
a profi t. Rather, they produce services for free or at a subsidised rate, and rely on 
volunteers, membership subscriptions and donations to continue operating.

The term ‘not-for-profi t’ can be misleading, because many charities and foun-
dations do make a ‘profi t’. However, all profi ts made are used to expand the organ-
isation and to continue the work of preventing problems or helping those in need.

The Salvation Army is an example of a large‑scale organisation. It relies on volunteers, 
including celebrities, to help out.

TeST your understanding
1 Explain what is meant by a corporation, using the 

terms ‘ownership’ and ‘purpose’ in your answer.
2 Distinguish between a public corporation, a private 

corporation and a government business enterprise 
by completing the following table.

Owner
Number of 

owners Purpose

Public 
corporation

Private 
corporation

GBE

3 Outline the purpose of a government department.
4 Briefl y explain what is meant by a public private 

partnership (PPP).
5 Briefl y outline the concept of privatisation.
6 Distinguish between a corporation and a 

not-for-profi t organisation.

apply your understanding
7 Use the Woolworths weblink in your eBookPLUS to 

fi nd out what type of organisation Woolworths is. 
Explain your answer — who owns it and what is its 
main purpose?

8 Use the Dick Smith Electronics weblink in your 
eBookPLUS to fi nd out what type of organisation 
Dick Smith Electronics is. Who started it? Who owns 
it today? What is its main purpose?

eBookpluseBookplus

eBookpluseBookplus

dId yoU KNoW?
Public private partnerships (PPPs) 
occur when a corporation invests 
in public infrastructure, such as 
roads, while the government retains 
responsibility for the delivery of 
services. Eastlink in Melbourne was 
built as a partnership between the 
state government of Victoria and 
ConnectEast.

dId yoU KNoW?

dId yoU KNoW?
LSOs operate in all of the three main 
types of industry. Corporations such 
as OZ Minerals Ltd. are involved in 
primary industry (farming, mining, 
forestry). Manufacturers such as 
Kellogg (Aust.) Pty. Ltd. operate 
in secondary industry (where raw 
materials are turned into � nished or 
semi-� nished products). Government 
departments and not-for-pro� t 
organisations are predominantly 
found in tertiary industry (which 
involves the provision of services). 
Optus is an example of a corporation 
that works in the tertiary industry.

dId yoU KNoW?
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Key CoNCepTS  Large‑scale organisations use vision and mission statements 
to explain their purposes and expectations.

Objectives and related business strategies vary according to 
the type of organisation.

Every organisation aims to achieve an objective, or goal. An objective gives an 
organisation direction; that is, it provides the organisation with a path to follow, 
increasing its chances of being successful. Melbourne Health, a public health-
care provider, develops its own unique objectives through planning. Because it is 
operated by Victoria’s Department of Health, its objectives are different to those 
of a corporation owned by private shareholders or those of a not-for-profi t organ-
isation. Melbourne Health’s objectives relate to developing its workforce, improving 
the quality and safety of its services, developing and encouraging strategic relation-
ships, fostering a culture of research and innovation, and building a sustainable 
organisation.

Vision and mission statements
These two terms are often used interchangeably when organisations seek to clarify 
their purpose and expectations. The vision statement broadly expresses what 
the organisation hopes to become; it is future oriented. The mission statement 
formally expresses the reasons for an organisation’s existence, its purpose and its 
method of operation.

The goal of Melbourne Health is their vision of maintaining a ‘passion for 
caring — achieving the extraordinary’. Their mission is ‘to provide world-class 
health care for our community. We will embrace discovery and learning, build col-
laborative relationships and engage our patients in their care’.

Mission statements may relate to customers (using phrases such as ‘maximise 
customer satisfaction’, ‘remember that customers are our strength’) or employees 

An objective is a desired goal, 
outcome or specifi c result that an 
organisation intends to achieve.

LSOs develop objectives and strategies 
using their vision and mission 
statements as a guide.

Vision

Mission
statement

Set objectives
Develop

strategies

Melbourne Health’s services are delivered through the 
Royal Melbourne Hospital, North Western Mental Health 
and Victorian Infectious Diseases Reference Laboratory. It 
needs objectives, so that it can reach its goals.

The vision statement states what the 
organisation aspires to become.

The mission statement expresses why 
an organisation exists, its purpose and 
how it will operate.

1.3 Objectives and strategies of large‑scale
organisations
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(using phrases such as ‘offer career opportunities’, 
‘remember that our employees are our strength’). 
Bendigo and Adelaide Bank Limited’s mission state-
ment reads: ‘We focus on building and improving 
the prospects of our customers, communities and 
partners in order to develop sustainable earnings 
and growth for our business’. A clear mission state-
ment should be concise, creative, focused and 
realistic. It may contain special features of the 
organisation, the things that it values and what it 
hopes to achieve.

The main purpose of these statements is to 
guide and direct the organisation’s owners, man-
agers and employees. Most organisations include 
their vision and mission statements in a prominent 
position in their annual reports.

organisational 
objectives
As organisations seek to achieve different things, 
each organisation has different objectives. It is 
obvious that many organisations exist to make a 
profit and will consequently measure their perfor-
mance against objectives established around profit-
ability (sales, market share, returns on investment). 
However, profits are not the only objective, as you 
will see by the vision and mission statements in the 
figure on the right.

Many corporations today, such as Bendigo and 
Adelaide Bank, include customer service, com-
munity involvement, the environment and concern 
for employees within their objectives. Bendigo and 
Adelaide Bank focuses on customers, commu nities 
and partners, and sustainable earnings and growth.

Government business enterprises and govern-
ment departments will, of course, have objec-
tives reflecting the provision 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.

By definition, not-for-profit organisations 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 not-for-profit organisation is not to make profit 
to  distribute to shareholders. For example, beyondblue is a not-for-profit organ-
isation; its objective is to raise community awareness of depression. Is beyondblue 
an LSO? Yes.

Although making a profit is crucial for the long-term survival of most organ-
isations, concentrating on this objective to the exclusion of all others may eventu-
ally harm the organisation. Poor customer service, low staff retention rates, and 
damage to the environment or to the organisation’s reputation are some likely con-
sequences, when an organisation is focused solely on making profits.

Our vision

‘Visy will be the leading provider of recycling (waste), paper and 
packaging products and services, via a dynamic business model that 

fosters innovative, sustainable solutions for superior returns.’

Visy
(privately owned company)

VicRoads
(government business enterprise)

Our purpose

‘... to deliver social, economic and environmental benefits to 
communities throughout Victoria by managing the Victorian arterial 

road network and its use as an integral part of the overall
transport system.’

Our vision

‘Every young Victorian thrives, learns and grows to enjoy a
productive, rewarding and fulfilling life, while contributing

to their local and global communities.’

Our mission

‘To provide national leadership to reduce the impact of depression and
anxiety in the Australian community.’

Department of Education and Early Childhood Development
(State government department)

beyondblue: the national depression initiative
(not-for-profit organisation)

Vision and mission statements from a range or organisations
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organisational strategies
Once an organisation has established a set of specifi c objectives, the next step 
is to determine what needs to be done to achieve the objectives. Strategies 
outline how the organisation will attempt to achieve its objectives — they are 
a series of actions undertaken to achieve an end result. For example, a strategy 
to achieve the objective of increased profi t may be the introduction of a new 
product range.

Successful LSOs are those that develop a range of different strategies to achieve 
objectives in different operational areas. 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.

An LSO needs to make sure all the objectives and strategies are linked. Money 
will be required, for example, to implement the marketing strategies, so the fi nance 
strategies need to refl ect this link.

TeST your understanding
1 Outline the purpose of both vision and mission 

statements.
2 Examine the fi gure on page 9, and then answer the 

following questions:
(a) Are there common features of these vision 

statements or mission statements? What are 
they?

(b) What are the differences between these vision 
statements or mission statements?

(c) Would it be important for employees, 
managers and customers to be familiar with 
an organisation’s vision or mission statements? 
Why?

3 Complete the following sentences by fi lling in the 
blanks.
(a) An objective is a   that an 

organisation intends to  .
(b) A vision statement states what the organisation 

 .
(c) A mission statement expresses  an 

organisation exists, its  and how it will 
 .

(d) Strategies are the  that an organisation 
takes to achieve specifi c  .

apply your understanding
4 Working with a partner, write a suitable mission 

statement for the following organisations:
(a) your school
(b) the local library
(c) AusAID (the government’s overseas aid program)
(d) Environment Victoria.

5 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.

6 Use the NAB weblink in your eBookPLUS 
to determine the NAB’s objective. List the 
strategies you fi nd.

7 Use the Australia Post weblink in your 
eBookPLUS to fi nd out what type of 
organisation it is. Outline Australia Post’s 
objectives.

eBookpluseBookplus

eBookpluseBookplus

Personal objective Strategy to achieve it LSO objective Strategy to achieve it

Get an ‘A’ in VCE 
Business Management

1 Read textbook
2 Complete homework
3
4

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

Strategies are the actions that an 
organisation takes to achieve specifi c 
objectives.

1.3 Objectives and strategies of large‑scale organisations
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Key CoNCepTS Large‑scale organisations typically use management functions 
including operations, finance, human resources, marketing, and research and 
development. These functions implement different strategies to support the 
organisation in achieving its objectives.

Most large‑scale organisations use the key business functions as departments 
to group tasks that are closely related. All of the staff in each department 
perform the one specific function. Specialist staff work in each department. 
Each department puts strategies into action that are very different to those of 
the other departments.

OperationsOperationsOperationsOperationsOperationsOperations

The operations department is responsible for the production of 
the organisation’s product, whether it is a manufactured good 
or the provision of a service. It oversees the transformation of 
inputs into output, that is, the fi nished product.

The strategies used by the operations department depend 
on whether the organisation transforms inputs into goods 
or services. Generally, the operations strategies include 
facilities design and layout, materials management, quality 
management and the use of technology. An operations 

manager might, for example, introduce a quality strategy to 
improve the competitiveness of the organisation’s product. 
Quality control, the use of inspections at various points in the 
production process, could be used to minimise waste and 
defects and ensure that the product meets certain standards.

The operations function is sometimes referred to by 
other names, such as the production, quality or supply. This 
management function will be covered in more detail in 
chapter 3.

FinanceFinanceFinanceFinanceFinanceFinance

The fi nance department is responsible for managing the 
fi nancial aspects of the organisation.  This can include 
fi nancial policies, raising fi nance, budgeting, accounting and 
reporting, and cash control. 

The strategies used by the fi nance function will relate to 
accounting and fi nancial management. Accounting involves 
the recording and analysis of all the organisation’s fi nancial 
transactions. Accountants will, for example, produce 
balance sheets that show the value of the organisation’s 

assets, liabilities and owner’s equity (proprietorship) at a 
certain point in time. This represents the organisation’s 
fi nancial position. Financial management is concerned 
with how an organisation funds its activities. It is very 
important that the organisation is able to manage all of its 
borrowings and to use the types of borrowings that best 
meet its needs. 

The fi nance function is sometimes referred to by other 
names, such as administration.

Human resourcesHuman resourcesHuman resourcesHuman resourcesHuman resourcesHuman resources

The human resource department is responsible for 
coordinating all the activities involved from acquiring to 
terminating employees of the organisation. It manages the 
relationship between the employer and employees. 

The strategies used by the human resource function will 
focus on improving the motivation of employees and meeting 
their expectations. An important aspect of human resource 
management is the management of the employment cycle. 
This begins with the establishment phase — getting people 

to work for the organisation. The right people need to be 
recruited and selected. They then need to be inducted, 
trained and developed. This is the maintenance stage. Finally, 
there will be times when employees leave the organisation. 
This is known as termination.

The human resource function is sometimes referred to by 
other names, such as people and development, or personnel. 
This management function will be covered in more detail in 
chapters 4, 5 and 6.

EXTEND YOUR KNOWLEDGE: Management functions, 
objectives and business strategies
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MarketingMarketingMarketingMarketingMarketingMarketing

The marketing department is responsible for the 
marketing mix, often referred to as the 4Ps (product, 
price, promotion and place).  Marketing strategies 
undertaken by the marketing function arise through the 
marketing mix: developing the product, pricing, promoting 
and distributing products to present and potential 
customers. 

The marketing function might work with the fi nance 
function, for example, to determine the right price for the 
organisation’s product. Pricing is very important. A price 
that is set too high could mean that sales are lost, unless 
the organisation offers superior customer service. A price 
that is set too low may give customers the impression that 

the product is cheap and of 
low quality. 

The marketing function is 
sometimes referred to by other 
names, such as sales.

The marketing department 
is responsible for promoting 
the product, such as through 
the use of billboards, as well 
as developing, pricing and 
distributing the product.

Research and developmentResearch and developmentResearch and developmentResearch and developmentResearch and developmentResearch and development

The research and development department is responsible 
for designing and developing new products. It may also be 
concerned with developing new processes and improving 
existing products and processes. The research and 

development function needs to work closely with the other 
functions to ensure that the organisation is providing exactly 
what customers want and that products are provided in the 
most effi cient and effective way.

TeST your understanding
1 Explain what operations management is concerned 

with.
2 Why are accounting and fi nancial management 

useful for an organisation?
3 Explain what human resource management is 

concerned with.
4 Outline the importance of the marketing function to 

an organisation.
5 What is the responsibility of the research and 

development department?
6 Classify the following tasks according to the function 

for which it would be responsible:
(a) planning an advertising campaign for a new 

product
(b) preparing a cash fl ow statement
(c) providing training for employees
(d) designing a new product
(e) introducing new technology to the production line
(f) recruiting and selecting new employees 
(g) establishing a quality system.

eXTeNd your understanding
7 A large energy provider decides to focus on the 

objective of improving customer service. Identify one 
strategy that each typical management function could 
implement to support the attainment of this objective. 

8 Organisations do not always use every function 
in their management structure. Sometimes the 
functions will be called other names. Examine the 
management structures for the following two 
organisations. For each one, write down the names 
of the functions you do fi nd. If you think a function 
is present, but named differently, write down the 
name of that function as well.
A Toll Holdings Limited is Australia’s largest 

transport company. Use the Toll Group weblink in 
your eBookPLUS to fi nd Toll’s organisation chart.

B Amnesty International is a worldwide 
movement of people campaigning to 
protect human rights. Use the Amnesty 
International Australia weblink in your 
eBookPLUS to fi nd Amnesty International’s 
organisational structure.

9 Find the objectives for each of the large-scale 
organisations you looked at in question 8. How do 
you think the functions that you wrote down for 
each organisation supports them in achieving those 
objectives?

eBookpluseBookplus

EXTEND YOUR KNOWLEDGE: Management functions, objectives and business strategies
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Key CoNCepT LSOs contribute to economic growth, research and 
development, and infrastructure.

LSOs infl uence the way we work and the way we live, because their activities deter-
mine the creation of wealth in society.

Undertake
investment, which
leads to economic

growth

Export products, 
which generates 

income for Australians
and helps reduce 
our trade deficit

Help provide owners
with challenges

and rewards

Encourage research
and development

into new (invention)
and improved

(innovation) products
Provide a training 
ground for future 

entrepreneurs

Improve our
quality of life

Produce a wide 
range of products 
giving consumers 

greater choice

Assist in the
development
and use of

new technology

Provide
income for

owners

Encourage
competition,
which results
in cheaper
products

Provide
employment

and income for
employees

Create
value, which
encourages
economic
growth

Pay taxes to
governments

THE IMPORTANCE OF
LARGE-SCALE ORGANISATIONS

The important contributions of large‑scale 
organisations in the Australian economy

Contribution to economic growth
Large-scale organisations are able to produce a huge amount of a wide range of 
goods and services. This contributes to economic growth, which is measured by 
gross domestic product (GDP) — the monetary value of all goods and services 
produced in Australia over a single year. The total output of the country’s diverse 
collection of LSOs makes a signifi cant contribution to the national economy. In 
2010, the Australian Bureau of Statistics estimated that large businesses contrib-
uted 43.9 per cent of GDP.

Contribution to employment
Large-scale organisations employ large numbers of people. Large businesses pro-
vide jobs for 2.9 million people, or 30 per cent of the private sector workforce. 
In an economic climate where there are lower levels of unemployment and rising 
incomes, people tend to spend more, which increases the overall level of spending 
in the economy. Businesses do well and expand as profi ts increase. Employment 
rises. The wealth generated by this process creates higher standards of living.

Large-scale organisations also create employment indirectly; that is, they buy 
materials from suppliers and this provides employment in other businesses.

Contribution to exports
Many large-scale organisations export their products to overseas markets. The 
NAB earns 23 per cent of its revenue from overseas. Rio Tinto earns more than 

Gross domestic product refers to the 
total monetary value of all goods and 
services produced in a country over 
one year.

dId yoU KNoW?
Mining companies, such as BHP 
Billiton, Rio Tinto and Alumina, 
extract minerals, petroleum and 
natural gas from the earth. Examples 
of valuable minerals include coal, 
iron ore, aluminium, nickel, gold, 
zinc and opals. The mining industry 
contributes approximately 8 per cent 
of Australia’s GDP, but employs only 
1.3 per cent of Australia’s workforce 
(135  000 people).

dId yoU KNoW?

1.4 The positive contribution that large‑scale 
organisations make to the economy
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90 per cent of its revenue from overseas. Exporting products overseas contrib-
utes to Australia’s balance of payments (BOP). The BOP is a record of trade and 
fi nancial trans actions between residents of Australia and residents of the rest of the 
world, over a given period of time. A favourable BOP exists when there are more 
payments coming in than going out.

The balance of payments consists of two accounts, which are always in balance. 
The current account records transactions such as exports and imports, income and 
transfers. The capital and fi nancial account records borrowing and lending trans-
actions. Historically, Australia has recorded large current account defi cits (CAD), 
often importing more goods and services than it exports. Over the last 20 years, 
however, Australian exporting industries have become more competitive in global 
markets. Exporting products creates jobs, boosts incomes and improves our living 
standards.

Contribution to research and 
development
Because of their size, LSOs have the capacity to undertake extensive research and 
development (R&D). R&D is undertaken in order to improve our knowledge, and 
then used by business to improve existing products or create new ones. Researchers 
and scientists undertaking R&D in large organisations have produced many new 
products. Invention (developing something new) and innovation (when something 
that already exists is improved) are at the heart of our economy. Finding new ways 
to do things results in improved effi ciency and increased productivity.

GlaxoSmithKline is a large 
pharmaceutical company. The company 
invests more than $50 million in R&D in 
Australia each year. The main purpose of 
their research is to discover and develop 
new medicines and vaccines. 

According to the Australian Bureau of Statistics, Australian businesses spent 
$18.32 billion on R&D from 2011 to 2012, which is 2 per cent more — a signifi -
cant increase of $300 million — than the amount spent on R&D from 2010 to 
2011. Of the $18.32 billion spent, large businesses contributed $12 billion. Busi-
nesses in the manufacturing and mining industries were the major contributors 
to the R&D spending. BlueScope Steel is a steel manufacturer that makes large 
contributions to R&D spending. Its R&D team provided the technological foun-
dation for the introduction of COLORBOND steel in 1966. Today this product is in 
demand from customers all around the world.

The balance of payments is a record 
of a country’s trade and fi nancial 
transactions with the rest of the world.

dId yoU KNoW?
In 1988, the Hawke−Keating 
Government decided to implement a 
wave of tariff cuts, bringing an end to 
the protection of many of Australia’s 
industries. As Australia’s markets were 
opened up, many industries feared for 
their survival. Since then, however, the 
volume of Australia’s manufacturing 
output has grown by 40 per cent and 
exports have increased by 500 per cent.

dId yoU KNoW?

Research and development refers to 
activities undertaken to:
• improve existing products
• create new products.

An invention is the development of 
something new.

Innovation occurs when something 
already established is improved upon.

dId yoU KNoW?
The Australian Bureau of Statistics, 
in its latest survey of research and 
development activity, found a strong 
relationship between the rate of 
R&D expenditure and the size of the 
organisation. Large businesses are 
increasingly more likely than small 
businesses to undertake innovation.

dId yoU KNoW?

1.4 The positive contribution that large‑scale organisations make to the economy
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Contribution to infrastructure growth
Infrastructure is a broad term that refers to installations such as roads, railways, 
communications systems, education and health facilities, and utility supplies. Most 
of these services are supplied by numerous LSOs, especially those that are also 
GBEs. The extent and quality of the infrastructure is crucial to the performance 
of the economy, because it assists in economic growth. Transport facilities, for 
example, are crucial for moving people and products, and electricity, gas and water 
supplies are essential to manufacturing operations.

In 2014, the Victorian Government announced that it will spend $27 billion 
on infrastructure, helping to create 26 000 new jobs and improve productivity in 
the state. Two of its biggest projects are the building of the East West Link and the 
Melbourne Rail Link, which includes the Airport Rail Link. It is estimated that 
these projects will deliver economic benefi ts to Melbourne’s West of $3.9 billion.

TeST your understanding
1 Construct a mind map 

outlining the fi ve key 
positive contributions 
of LSOs to the level of 
economic activity. The mind 
map at right has been 
started for you.

2 Outline the role that 
research and development 
plays in our economy.

3 True or false? If the 
defi nition is false, write out 
the correct defi nition.
A Economic growth can be 

measured by GCP.
B Innovation is a process of following a new trend.
C Australia’s balance of payments consists of two 

accounts, which balance only when there is an 
increase in exports.

D Research and development is just about getting 
the organisation ready, so that it is prepared for 
research.

E Infrastructure refers to highways, railways, 
airports and communication systems.

F Gross domestic product is the total amount of 
spending on waste disposal.

apply your understanding
4 You have been asked by your manager to prepare 

a three-minute presentation titled ‘How large-scale 
organisations contribute to our economic and social 
wellbeing’. The presentation is to be given to the local 
industry group meeting. Prepare some multimedia 
materials to supplement the oral presentation.

5 Complete the table by stating what positive 
contribution each of the situations makes to the 
economy. The fi rst entry has been completed for you. 
Some situations may make more than one contribution.

Situation Contribution

A government has announced plans 
to build a new freeway, using a 
private–public partnership.

Contribution to 
infrastructure

A large company plans to build a new 
power plant outside a regional town.

A publicly listed company has 
completed new research on an 
innovative product.

A government business enterprise 
has seen a dramatic increase in the 
volume of services it offers over the 
last fi ve years.

A private company earns half of its 
revenue from overseas.

Exports Economic growth

• Large businesses
 contribute 43.5 per
 cent of Australia’s
 GDP.
• They encourage
 economic growth
 and wealth.

Employment

Infrastructure
growth

Research and
development

POSITIVE CONTRIBUTIONS
OF LARGE-SCALE

ORGANISATIONS TO
THE LEVEL OF 

ECONOMIC ACTIVITY

Infrastructure refers to highways, 
railways, airports, communications 
systems, education and health facilities, 
water, gas and electricity supplies.
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Key CoNCepT Large‑scale organisations are sometimes criticised for the 
negative contributions that they make to the economy.

Large-scale organisations (LSOs) can face criticism for their actions. Sometimes, 
LSOs are seen as having little regard for the consequences of their actions on the 
economy, seeking only to maximise profi ts and returns for their shareholders.

downsizing
LSOs attract can criticism when they lay off workers in an attempt to reduce costs 
and improve productivity. When organisations seek to reduce the number of staff 
it is called downsizing. In 2014, aluminium producer Alcoa announced that it 
would be downsizing by closing two of its operations, resulting in approximately 
1000 job losses in Victoria and NSW.

outsourcing
The term outsourcing is a common one these days. Outsourcing today often causes 
bad publicity for an organisation, because it may result in local job losses. Outsourcing 
means that some part of an organisation’s function is transferred to an external person 
or organisation. Usually, tasks that are not part of an organisation’s core business, 
such as accounting or customer service, are contracted to another organ isation. For 
example, Qantas contracts its information technology, including customer manage-
ment, to several external organisations — both in Australia and overseas.

Organisations outsource because it can bring positive benefi ts such as cost sav-
ings, improvements to quality and access to operational expertise (an external 
organisation may have expertise in managing a task that the LSO does not have). 
However, outsourcing means that staff currently performing some tasks in an LSO 
could lose their jobs. 

When jobs are outsourced to other organisations in this country there will be 
little or no effect on the Australian economy. However, outsourcing jobs to overseas 
organisations will have a negative impact on the economy. Outsourcing can cause 
bad publicity for an LSO when it results in local job losses.

Outsourcing can also result in materials being sourced from overseas. Many 
people disapprove of this practice because of its impact on local suppliers.

Rossi Boots, an Adelaide-based footwear company, was recently rejected for a 
Department of Defence contract to supply non-combat boots. Instead, another 
Australian company will manufacture the boots in Indonesia, at a lower cost.

damage to the environment
Environmental damage can have an impact on the economy, especially when it 
comes to the costs of repairing or cleaning up the damage. Human activities, such 
as agriculture, manufacturing, power generation and transportation, contribute to 
greenhouse gas concentrations. LSOs participate in many of these activities, and 
are major contributors to the increasing greenhouse gas concentration levels. By 
polluting and emitting greenhouse gases, LSOs cause damage to the environment.

Climate change is the result of increasing greenhouse gas concentration levels. 
The Garnaut Climate Change Review, which was published in 2008, estimated it 
would cost the Australian economy a 0.1 to 0.2 per cent reduction in annual 
growth to 2020 to tackle climate change. Climate Change 2014, the Fifth Assess-
ment Report of the United Nations Intergovernmental Panel on Climate Change 
(IPCC), concluded that global warming of 2.5 degrees would cost the global 

Downsizing involves workplace staff 
reductions, with the elimination of jobs 
and positions.

Outsourcing is the contracting of 
some organisational operations to 
outside suppliers.

dId yoU KNoW?
Paci� c Brands was heavily 
criticised by the public and the 
media when it outsourced the 
manufacturing of clothing to 
overseas suppliers in 2009, cutting 
more than 1200 local jobs.

dId yoU KNoW?

1.5 The negative contribution that large‑scale 
organisations make to the economy
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economy the equivalent of losing between 0.2 and 2.0 per cent of annual income, 
or more. While necessary and manageable, taking action to reduce the effects of 
climate change has an economic cost.

LSOs are sometimes criticised for their 
lack of concern for the environment. 
Pollution and greenhouse gas emissions 
are among the negative contributions 
that LSOs make to the economy. The 
costs of cleaning up the environment, 
so that it is left in pristine condition, are 
very high.

There is no doubt that many modern LSOs are addressing the issues of damage 
to the environment and climate change, though there are still some that face criti-
cism or prosecution for their actions. In 2010, an explosion on the Deepwater 
Horizon drilling rig in the Gulf of Mexico killed 11 people, causing the worst off-
shore oil spill in the history of the petroleum industry. The spill caused widespread 
damage to the environment. BP was held responsible for the incident. The com-
pany spent billions of dollars plugging the leak, cleaning up the spill, and compen-
sating residents and businesses affected.

TeST your understanding
1 Suggest why so many LSOs have downsized their 

workforce.
2 Aside from downsizing, what criticisms can be made 

of the activities of large-scale organisations?
3 Complete the following sentences by fi lling in the 

blanks:
(a) Downsizing involves workplace staff  , 

with  of jobs and positions.
(b) Outsourcing is when the LSO contracts some 

 operations to  .
(c) Environmental damage can impact on the 

economy because of the costs of  or 
 of any damage done.

apply your understanding
4 Divide your page into two columns, using the 

following headings: ‘Positive contribution to 
the economy’ and ‘Negative contribution to the 
economy’. Decide whether the following scenarios 
are positive or negative and then write them into the 
appropriate column:

• HNP Vehicles has improved its production levels 
for the second year running, from 70  000 to 
80  000 cars.

• Telstra outsources its customer support and call 
centre activities to India.

• David James is planning to build a new factory in 
Dandenong that will create 500 new jobs.

• The Victorian Government has just completed a 
new rail line connecting the outer south-eastern 
suburbs from Lilydale to Cranbourne.

• In order to reduce costs and improve productivity, 
Forster’s has decided to cut 200 jobs.

• Scott’s has recently been found guilty of 
depositing pollutants into a river. Waste leaked 
through a pipe that the large business failed to 
repair.

• Biotix has invested an extra $10 million into 
its research and development department as it 
searches for new common cold treatments.

• McGrath’s has been a major exporter to Asia for 
20 years, but has decided to increase its exports 
by 10 per cent.

5 ‘The negative economic impacts of LSOs outweigh 
the positive.’ Discuss.
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Key CoNCepTS  All large‑scale organisations operate in a business 
environment, which is divided into the internal and external 
(macro and operating) environments.

Factors within the macro and operating environments can 
pressure organisations to change practices, policies or products.

The business environment is the surrounding conditions in which the organisation 
operates, and it can be divided into two broad categories: internal and external.
• The internal environment, sometimes called the micro environment, refers to 

conditions inside the organisation that affect its performance, such as manage-
ment policies and processes. It includes anything the organisation has some 
degree of control over.

• The external environment refers to conditions outside the organisation and 
includes those things it has little control over. The external environment is 
made up of the macro environment and the operating environment.

The operating environment
An organisation’s operating environment, sometimes called the task environment, 
refers to the outside stakeholders the organisation comes into direct contact with in 
the course of conducting its business. These include:
• customers
• suppliers and creditors
• competitors
• lobby groups.

Customers
Customers are the reason that organisations exist. They buy an organisation’s 
product or use its services, expecting high quality at competitive prices. Organ-
isations must respond to the needs of customers, making sure that the right product 
is delivered at the right time. High levels of customer service result in improved 
customer satisfaction.

Customers have become more health and environment conscious and this can 
force organisations to change their products or practices. For example, in 2008, 
Unilever supported Greenpeace International’s call to stop rainforest destruction 
caused by a global demand for palm oil, by committing to buy palm oil from sources 
that are certifi ed as sustainable. Unilever owns many well-known home and per-
sonal care product brands (for example, Dove, Impulse, and Omo) and food and 
beverage product brands (for example, Flora, Lipton and Streets). Palm oil is used in 
many of Unilever’s best-selling products, such as Dove body care products and Flora 
margarine. Unilever is the largest single buyer of palm oil in the world.

Suppliers and creditors
Suppliers are the people and businesses that supply resources to an organisation, 
so that it can conduct its operations. Examples of resources are raw materials, 
equipment, machinery, fi nance and information. Finance is sourced from creditors 
such as banks, fi nance companies or other businesses. Usually, organisations have 
a number of suppliers of raw materials. This makes them less vulnerable to supply 
diffi culties and reduces the impact of price rises. It is important for any organ-
isation to develop a reliable network of suppliers.

The internal environment includes all 
those things over which the organisation 
has some degree of control.

The external environment includes 
those things over which the business 
has little control. It may be divided into 
an operating environment and a macro 
environment.

An organisation’s operating 
environment refers to the outside 
factors with which the organisation 
directly interacts in the course of 
conducting its business.

Customers are the buyers or users 
of the products of a large-scale 
organisation.

dId yoU KNoW?
The internal environment can 
be restructured to conform with 
management decisions as business 
opportunities come and go. Telstra, 
for example, has considerably 
restructured its internal environment 
as it develops new business outside its 
traditional landline telephone services.

dId yoU KNoW?

An organisation’s suppliers are those 
organisations and individuals that 
supply resources to the organisation, 
allowing it to conduct its operations.

1.6 Internal and external (macro and operating) 
environments
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Political influences

Economic influences

Competitors

Lobby groups

Customers
Suppliers

and creditors

Technological
developments

Social
attitudesLegal influences

Lobby groups

Suppliers
and creditors

Political influences

Economic influences

Competitors
Customers

Technological
developments

Social
attitudesLegal influences

    
     

    In
ternal environment

    
    

     
     

      
       

         
            

          Macro environment

    
     

     
       

         
   Operating environment

The business environment

Competitors
Competitors refers to organisations that offer rival products or services. Not only 
do organisations need to be aware of existing competitors, but they also have to 
monitor the environment for potential newcomers. 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.

Organisations must respond to any change in the actions of competitors. For 
example, the launch of Virgin Blue airline caused Qantas to signifi cantly alter the 
operation of its business — new marketing approaches were adopted, discount 
airline Jetstar was established, cost-cutting measures were implemented, discount 
fares and travel packages were redesigned, and customer loyalty was rewarded 
in frequent fl yer points. The actions of competitors have been crucial in driving 
change in the airline industry, as the newer airlines attempt to take a profi table 
market share from the existing airlines.

Occasionally, competition can be reduced through the takeover of a competitor. 
For example, Qantas bought rival airline Impulse in June 2001.

Lobby groups
Lobby groups are groups of people who attempt to convince an organisation to 
adopt particular policies. Three common types are:
1 Trade unions. Employees may choose to join a union in an attempt to improve 

their pay and conditions.
2 Consumer groups. These lobby groups, such as the Australian Consumers Associ-

ation (ACA), monitor an organisation’s performance in terms of product safety, 
packaging, pricing and advertising. 

3 Specifi c issue groups. These groups combine to focus on one specifi c area, such 
as youth unemployment, civil liberties, anti-globalisation or environmental 

Competitors are other organisations 
that offer rival products or services.

elesson:
Competitors and market 
share — carsales.com.au
Watch this video featuring 
carsales.com.au and 
complete the attached 
worksheet.

Searchlight ID: ELES-1044

eBookpluseBookplus

Lobby groups are groups of people 
who attempt to directly infl uence or 
persuade an organisation to adopt 
particular policies.
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protection. BHP Billiton, for example, often receives criticism from environ-
mental groups of its mining activities. The company responds by undertaking 
environmental impact studies and rehabilitation works.

The macro environment
Changes in the macro environment can affect all LSOs. This environment com-
prises the broad forces, conditions and trends in the economy and society within 
which the organisation operates. Changes within the macro environment make 
it necessary for managers to make adjustments to the organisation’s operations. 
New government regulations may require, for example, an organisation to install 
pollution-control devices. Or, in response to changing social attitudes, organ-
isations may alter traditional work practices to accommodate more family-friendly 
and fewer discriminatory policies.

Changes within the macro environment are also produced by technological, 
economic and legal factors. These forces can operate at a global level. Globalisation 
means that organisations now operate in a worldwide market. Better technology 
and methods of transportation and unrestricted trade, have allowed the whole 
world to become a single market. This has meant both challenge and opportunity 
for businesses. The challenge many organisations face is that they now fi nd them-
selves competing on a global scale.

Political in� uences
Both state and federal government policies impact on organisations. Major political 
change can lead to organisational uncertainty. Governments at all levels in Australia 
regularly face elections, so there is an element of politics in most major issues that 
affect the organisational environment. An example of a dominant political issue 
affecting Australian organisations is the introduction of a goods and services tax 
(GST) in July 2000. The introduction of GST had a major impact on many aspects 
of organisational operations, because organisations became responsible for col-
lecting the tax on behalf of the government.

Elected governments attempt to make or change laws that have an impact on 
organisations. Governments also regulate or deregulate business activity.

Technological developments
Global technological innovation has increased at a remarkable pace, revolutionising 
the workplace and every aspect of daily life. With appropriate technology, organ-
isations can increase effi ciency and productivity, create new products and improve 
the quality and range of products and services. The use of hi-tech robotics in many 
manufacturing industries is improving productivity, reducing operating costs and 
eliminating many boring and repetitive tasks.

New communication technologies allow information to be transmitted rapidly 
to an ever-increasing number of customers, with a speed that now makes com-
munication almost instantaneous. The latest ABS statistics reveal that there are 
12.3 million subscribers to the Internet in Australia, 2.71 million of which are 
business and government subscribers.

Economic in� uences
All of the economies in the world go through fl uctuations; they all experience good 
times and downturns. Changes in economic activity impact on the performance of all 
LSOs. When an economy is in downturn, it will most likely mean that customers are 
not spending as much. Reduced spending translates to reduced profi ts for business.

dId yoU KNoW?
Union membership in Australia 
more than halved between 1990 
and 2013, from 40.5 per cent of 
the workforce to just 17 per cent, 
according to Australian Bureau of 
Statistics data. The trend is partly 
due to a shift from blue-collar jobs to 
those in the service sector, which is 
less unionised.

dId yoU KNoW?

The macro environment is made 
up of the broad factors in the 
economy and society within which the 
organisation operates.

Globalisation is the effect of hi-tech 
communications, lower transport costs 
and unrestricted trade and fi nancial 
fl ows turning the whole world into 
a single market, producing a more 
integrated global economic system.

1.6 Internal and external (macro and operating) environments
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Another economic infl uence outside the control of an organisation is the 
exchange rate. When the exchange rate falls, organisations will fi nd it more expen-
sive to import materials from overseas. An increase in interest rates will add to the 
cost of borrowing money for businesses. Other economic factors, such as  infl ation 
and unemployment, impact on consumer spending, which in turn affects the 
profi ts of businesses. The price of oil has increased dramatically through the begin-
ning of the 21st century and this has represented a rising (and fl uctuating)cost to 
organisations.

Social attitudes
Society’s attitudes to what is right and wrong are constantly changing and this 
affects the ways in which LSOs operate. Increased access to rapid communi cations 
has made the world’s population more acutely aware of what organisations are 
doing. Pressure from society has forced organisations to implement procedures to 
preserve and protect the natural environment. One recent example of this is the 
tough new conditions imposed on suppliers by the biggest general retailer in the 
United States, Wal-Mart. As part of its sustainability efforts, Wal-Mart insists that 
suppliers document and reduce their carbon emissions throughout the supply 
chain.

Society requires that large organisations sell acceptable products and treat staff 
with respect. Organisations today are also expected to contribute to society by 
returning something positive to the communities in which they operate. As part 
of their ‘Energy for Life’ community program, AGL Energy helps to pay the winter 
energy bills for shelters for homeless people in New South Wales, Victoria and 
South Australia. This enables the emergency accommodation services to put funds 
back into the important work of supporting Australia’s homeless.

Legal in� uences
Organisations are required to comply with laws made by Parliament and rul-
ings set down by the courts. Changes in legislation regarding environmental and 
consumer protection, occupational health and safety, industrial relations and 
trade practices reform will have major and increasing impacts on the conduct of 
organisations.

The tax on carbon introduced by the 
Gillard Government was an external 
infl uence that had implications for large 
organisations before it was repealed 
by the Abbott Government in 2014. 
Businesses such as Qantas understand 
the need to protect the environment by 
reducing emissions. However, Qantas 
realises that legislations such as a new tax 
can impact on its profi t, making it diffi cult 
to compete with foreign airlines.

dId yoU KNoW?
According to an International 
Federation of the Phonographic 
Industry (IFPI) report, 95 per cent of 
all music downloaded in 2009 was 
illegal and unpaid for. The Internet 
is a source of opportunity for the 
music industry, but remains a threat 
to traditional music labels. Smart 
companies, such as Apple (through 
their iTunes store), Amazon, and 
hundreds of other subscription 
services, streaming sites and 
download stores, continue to cash 
in on the accessibility of Internet 
technology. Today, digital music sales 
make up more than a quarter of all 
recorded music industry revenues 
worldwide. In 2013, global digital 
music trade revenues reached 
US$5.9 billion, 40 per cent more 
than 2009 revenues. Revenue from 
retail CD sales continues to decline 
globally.

dId yoU KNoW?

elesson:
External in� uences on 
companies — Intrepid 
Travel
Watch this video featuring 
Intrepid Travel and complete 
the attached worksheet.

Searchlight ID: ELES-1045
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TeST your understanding
1 Choose an LSO, such as BHP Billiton.

(a) Distinguish between the internal and external environment of this organisation.
(b) Give an example of each of the factors in its macro environment.

2 Explain the impact each of the operating environment factors has on LSOs by completing the table below. The 
fi rst factor has been completed for you.

Factor in� uencing the 
operating environment Brief explanation Impact on organisations

Customers Buy products from LSOs, expecting 
high-quality products at competitive prices

Must respond to the needs of 
customers

3 In what ways is the macro environment different from the operating environment?
4 Explain the impact each of the macro environment factors has on large-scale organisations by completing the 

table below. The fi rst factor has been completed for you.

Factor affecting the 
macro environment Brief explanation Impact on organisations

Political infl uences Elected governments at all levels in 
Australia regulate markets and have the 
power to make or change laws.

Must comply with the laws and 
regulations introduced by new 
governments

apply your understanding
5 The following table gives three examples of external factors, each of which has affected a particular 

organisation. Tick the box in column 2 or 3 to indicate whether the example illustrates an operating or a macro 
factor affecting the organisation. Use the business section of a newspaper to fi nd another two examples, and fi ll 
in rows 4 and 5 in the following table.

External factor example Operating factor Macro factor

1 Technology: Woolworths operates self-service 
checkouts

2 Social attitudes: McDonald’s now serves 
fair-trade coffee (produced in a way where coffee 
growers and workers have not been exploited)

3 Economy: Qantas has had to tolerate higher fuel 
costs because of the increase in world fuel prices

4 

5 

6 Use the Caltex Australia weblink in your eBookPLUS to choose three macro factors and three 
operating factors that you believe have an impact on Caltex Australia, and comment on how they 
might apply to this organisation. For example, Caltex values customers, delivering ‘superb outcomes 
for our customers’. Consider all of the factors in the external environment as you browse this web page.

eBookpluseBookplus

1.6 Internal and external (macro and operating) environments

U
N

C
O

R
R

E
C

TE
D

 P
A

G
E

 P
R

O
O

FS



Large‑scale organisations in context • ChapTer 1  23

c01Large-ScaleOrganisationsInContext 23 8 September 2014 7:09 AM

praCTISe 
yoUr SKIllS

• accurately use relevant management terms
• research aspects of the management of large‑scale organisations using print 

and online sources
• analyse business information and data
• analyse the context in which large‑scale organisations operate.

Consumer powerConsumer powerConsumer powerConsumer powerConsumer powerConsumer power

Introducing a new product and then asking customers to choose its name must have 
sounded like a great idea at the time. It became a classic case of consumer power, 
however, and a marketing disaster for Kraft Foods in 2009. Kraft was preparing to 
launch its fi rst new Vegemite product in 85 years, a ‘smooth velvety version of the 
original’. Kraft decided to hold an Australia-wide competition to name the new product. 

According to Kraft Foods Australia/New Zealand’s Simon Talbot, ‘The new 
Vegemite experience is based on learnings we gathered from more than 
300  000 Australians’. These people were involved in a How Do You Like Your 
Vegemite census that was run by Kraft. ‘They told us that they wanted a Vegemite 
that doesn’t require combining it with butter, and one that’s easier to spread,’ he said.

Kraft claimed that the cheese-blend experiment was forced on them after sales of 
the original Vegemite dropped among new Australians. This was picked up by Kraft 
in 2006. Vegemite’s makers knew that they could not modify their original product, 
as Coca-Cola did unsuccessfully in the 1980s with New Coke. With almost a quarter 
of the population comprising people born overseas, they knew that they would need 
to do something to halt these losses. After their online market research campaign, 
Kraft decided that customers wanted something that was easy to eat on the go and 
could also be used as a dip or spread straight from the jar and eaten on its own.

The new Vegemite arrived in stores across Australia in July 2009, and consumers 
were invited to name the product through a website. While they waited for the new 
name, the new jars of Vegemite were branded ‘Name Me’.

By holding the national competition, Kraft had virtually tried to recreate the way 
in which Vegemite was originally named. A competition in the 1920s uncovered the 
name, which was later changed to Parwill. Poor sales led to the return of the original 
name, Vegemite.  

The modern public relations campaign resulted in almost 50  000 suggestions 
being made by Vegemite fans. The announcement was made in September, at 
quarter time during the 2009 AFL Grand Final at the MCG. The new name was 
iSnack 2.0, chosen by a 27-year-old father of two from Western Australia.

As soon as Kraft announced the new name, it was met with widespread 
disapproval by customers. Video clips denouncing iSnack 2.0 on YouTube were 
viewed tens of thousands of times and Facebook groups, such as Australia Says No 
to iSnack 2.0, were formed specifi cally for the purpose of getting Kraft to abandon 
the name. Thousands of comments were posted on Twitter and a website, Names 
That Are Better Than iSnack 2.0, was also created.

While he acknowledged that the name was dividing Vegemite consumers, Simon 
Talbot said that it was generally older consumers who were feeling negative. ‘Kraft 
has shipped its 3 millionth jar since the competition’s launch in July’, he said, ‘so the 
product is proving more popular than the name’.

But he and Kraft were open to the possibility of changing the new name. ‘I can’t 
say that we are not changing it. All I can say is that we are listening to consumers 
and, yes, there are some strong feelings towards it. It has taken us by surprise.’

Nick Foley, managing director of brand consultancy Landor Associates, said the 
plan for asking customers to come up with a name was excellent, but at the end of

dId yoU KNoW?
Dr Cyril P Callister invented Vegemite 
in the 1920s, after he was employed 
by the Fred Walker Company and 
given the task of developing a yeast 
extract. The spreadable paste was 
called Vegemite after a national 
competition asked the Australian 
public to of� cially name the product. 
Poor sales and competition from 
Marmite, a thick, dark English 
spread, resulted in a name change 
to Parwill. The name did not take 
off and the original Vegemite 
name eventually returned. The Fred 
Walker Company later became the 
Kraft Food Company. American 
confectionery, food and beverage 
company, Mondl ̄ez International, 
now owns Vegemite.

dId yoU KNoW?

(continued)

APPLY YOUR SKILLS: Effect of external environments
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the day the new name had failed. ‘They are taking the “i” that is associated with the 
iPod and 2.0, which is a term for the web. So what does any of that have to do with 
a food product?’

Some claimed that the naming exercise was purely for publicity. Paul Harrison, a 
marketing lecturer at Deakin Business School, said the new Vegemite product was 
acquiring valuable awareness and a ‘daggy name’ hardly mattered if people liked 
the product. ‘I remember people questioned what Tim Tam meant when that was 
launched  .  .  .  it takes time for a brand name to be accepted.’

It became abundantly clear to Kraft 
that Australian consumers did not like 
the new name. In October 2009, only 
days after it was launched, Kraft gave 
in to the public backlash. It announced 
that ‘Vegemite Cheesybite’ would take 
the place of iSnack2.0 as the name 
for the new Vegemite product. This 
was in response to the votes of more 
than 30  000 Australians and New 
Zealanders who were polled online 
and by telephone. Customers had 
been asked to choose from the six 
most popular names from the original 
competition. Kraft also made it known 
that the original Vegemite would 
remain unchanged. 

‘We have been overwhelmed by 
the response of the Australian public; 
it has been an insightful debate,’ 
said Simon Talbot. ‘Australians have 
now selected a popular name for a 
successful product.’

TeST your understanding
1 Briefl y, outline the pressures that Kraft was 

responding to when they decided to develop a new 
Vegemite product.

2 How did Kraft fi nd out what customers wanted in a 
new Vegemite product?

3 What was the connection between the naming of 
the new product and the original Vegemite?

4 Identify the market(s) that Vegemite was trying to 
tap into with the name iSnack 2.0.

5 How did Kraft fi nd out about customer perceptions 
of the name iSnack 2.0?

6 Why do you think the name iSnack 2.0 failed?
7 After reading this article, what conclusions can you 

make about the importance of meeting customer 
needs?

apply your understanding
8 Use the Coca-Cola weblink in your 

eBookPLUS to fi nd out about New Coke, 
which Coca-Cola introduced in 1985. 
Answer the following questions.
A What was New Coke?
B In response to what pressure did Coca-Cola 

introduce New Coke?
C Outline why Coca-Cola thought New Coke 

would be successful.
D What did customers think about the new 

product, when they heard about New Coke?
E Explain how Coca-Cola reacted to consumer 

pressure.
9 Customers are the most important external infl uence 

on a large organisation. What do you think? Discuss 
this statement, keeping in mind that there are other 
external factors, including competitors, suppliers, 
technology, legal, political and economic.

eBookpluseBookplus

APPLY YOUR SKILLS: Effect of external environments
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1.7 Performance indicators — net profit sales 
and productivity

Toyota Australia’s mission is to ‘deliver outstanding automotive products and 
services to customers, and enrich the community, partners and environment’. After 
determining the organisation’s objectives and strategies, management at Toyota will 
ask: ‘How well did we do?’ They evaluate performance by determining whether the 
objectives have been achieved. Evaluation is done by constantly asking:
• How is the organisation performing?
• Is the organisation performing as planned?
• Has its performance improved over time?
• How does its performance compare to that of similar organisations?

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

A large organisation such as Toyota evaluates its performance by assessing 
whether it has been effective as well as effi cient. Effectiveness indicates to what 
degree an organisation has accomplished the objectives it set out to achieve. In 
other words, the organisation is ‘doing the right things’. If an organisation’s goal 
was to make profi t, then improving profi t from one year to the next would be 
seen as effective. Ef� ciency refers to how well an organisation uses the resources 
needed to achieve a goal. The most effi cient use of resources occurs when benefi ts 
are greater than the costs of resources employed. If an organisation reduced the 
amount of waste it produced while achieving its objective of profi t, for example, 
then this may be considered to be effi cient.

Large organisations use performance indicators (PIs) to precisely evaluate 
performance. PIs are criteria used as a measure of the success, or the effi ciency and 
effectiveness, of a particular area of the organisation’s operations.

Set objectives
Develop

strategies
Evaluate

performance

PIs
LSOs evaluate their objectives using PIs.

PIs draw on information taken from a variety of sources, such as accounting 
reports, statistics, data gathered from customer or employee feedback, or from 
observation. Let us have a look at some typical PIs, starting with how businesses 
measure profi tability.

Net profi t fi gures
Net pro� t is what remains when expenses related to operating the large-scale 
organisation are deducted from the revenue earned. Net profi t is often referred 
to as ‘the bottom line’. This is a reference to the line at the bottom of the income 
statement that shows the profi t of the organisation. Investors will look at the 
bottom line very closely because for the owners, or shareholders, of an organisation 
it is the source of dividends (part of an organisation’s profi ts). An organisation 
that makes a profi t is considered to have performed successfully. Conversely, a low 

Key CoNCepT Net profit sales and productivity are some of the performance 
indicators used by organisations to evaluate performance.

elesson:
Performing poorly — 
Foster’s
Watch this video featuring 
Foster’s and complete the 
attached worksheet.

Searchlight ID: ELES-1046

eBookpluseBookplus

Effectiveness is the degree to which 
an organisation has achieved its stated 
objectives.

Ef� ciency refers to how well an 
organisation uses resources to achieve 
objectives.

Performance indicators are specifi c 
criteria used to measure the effi ciency 
and effectiveness of the organisation’s 
performance.

dId yoU KNoW?
Toyota Australia’s before-tax pro� t in 
the 2012 to 2013 � nancial year was 
$220.9 million. Therefore, Toyota, as 
an organisation, can be said to have 
been effective, because it achieved 
its corporate goal. Toyota achieved 
this pro� t while reducing costs. From 
this perspective, Toyota could also be 
said to have been ef� cient.

dId yoU KNoW?

Net pro� t is what remains when 
expenses are deducted from the 
revenue earned.
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profi t or a negative profi t, referred to as a loss, suggests that an organisation could 
be experiencing several problems, including reduced sales, poor customer service 
or inadequate management of expenses.

Number of sales
Measuring the number of sales helps an organisation evaluate its performance, 
especially its marketing strategies.

Usually, an organisation will be satisfi ed with its performance when the number 
of sales increases over a period of time, even if it means lower profi ts in the short 
term due to higher marketing costs. The assumption is that such a strategy will 
lead to higher profi ts in the long term. 

MONTHLY SALES
7
6
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I don’t know why you are 
so worried . . . it looks fine 

from this angle!

Sales records indicate whether the organisation is achieving its objectives.

Toyota Australia sold 225  599 vehicles in 2012/13, an increase on the 187  521 
vehicles it sold in 2011/12.

dId yoU KNoW?
The use of computerised sales 
has made the collection, storage, 
retrieval and analysis of sales data 
much easier.

Number of sales measures the 
number of products sold.

26  UNIT 3 •  Corporate management

I don’t know why you are 
so worried . . . it looks fine 

from this angle!

Sales records indicate whether the organisation is achieving its objectives.

Toyota Australia sold 225  599 vehicles in 2012/13, an increase on the 187  521 
vehicles it sold in 2011/12.

dId yoU KNoW?
The use of computerised sales 
has made the collection, storage, 
retrieval and analysis of sales data 
much easier.

dId yoU KNoW?

One of the ways Toyota maintains strong sales 
is by producing concept cars that show a strong 
future direction in design development.

1.7 Performance indicators — net profit sales and productivity
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profi t or a negative profi t, referred to as a loss, suggests that an organisation could 
be experiencing several problems, including reduced sales, poor customer service 
or inadequate management of expenses.

Number of sales
Measuring the number of sales helps an organisation evaluate its performance, 
especially its marketing strategies.

Usually, an organisation will be satisfi ed with its performance when the number 
of sales increases over a period of time, even if it means lower profi ts in the short 
term due to higher marketing costs. The assumption is that such a strategy will 
lead to higher profi ts in the long term. 
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I don’t know why you are 
so worried . . . it looks fine 

from this angle!

Sales records indicate whether the organisation is achieving its objectives.

Toyota Australia sold 225  599 vehicles in 2012/13, an increase on the 187  521 
vehicles it sold in 2011/12.

dId yoU KNoW?
The use of computerised sales 
has made the collection, storage, 
retrieval and analysis of sales data 
much easier.

Number of sales measures the 
number of products sold.

One of the ways Toyota maintains strong sales 
is by producing concept cars that show a strong 
future direction in design development.

percentage of market share
Percentage of market share is the percentage of a market that a business has, 
compared to its competitors. It is calculated by dividing an organisation’s sales (from 
that market) by the total sales of all organisations in that market and expressing 
this as a percentage. An increase in market share suggests that the organisation is 
performing successfully. For example, Toyota sold 218 176 vehicles in the 2012 
calendar year. It had market share of 19.6 per cent in 2012, an increase of 1.6 per 
cent compared with its market share in 2011. Toyota Australia remained the top-
selling car company in Australia for the tenth year in a row.

rate of productivity growth
Productivity compares the amount of output produced to the amount of inputs 
(resources) going into production. Productivity is a measure of effi ciency that is 
used by the operations and human resources functions. An indicator of productivity 
is the rate of  productivity growth. This is the change in productivity in one year 
compared to that of the previous year. Growth in the rate of productivity indicates 
that the organisation is using resources more effi ciently. Productivity will improve 
if an organisation uses fewer inputs to obtain the same level of output, or if more 
output is produced from the same input.

Toyota Australia has improved productivity using what it calls the Toyota Production 
System, which reduces waste and costs. As well as reducing costs, Toyota works 
with its suppliers to ensure that it improves productivity. LSOs such as Toyota would 
expect that by reducing input costs, or by producing more output at the same cost, 
an improvement in productivity would translate to an increase in profi t.

TeST your understanding
1 Why should organisations evaluate their 

performance?
2 Differentiate between effectiveness and effi ciency.
3 What is a performance indicator and what is it used 

for?
4 Explain why net profi t is an important performance 

indicator.
5 Outline how market share is calculated.
6 Why is productivity an important performance 

indicator?

apply your understanding
7 In groups of three or four, recall a situation where 

you evaluated your performance. An example could 
be an assessment task, part-time job or sports event.
(a) What was your objective for this activity?
(b) Did you achieve your objective? Give a reason for 

your answer.
(c) What corrective action, if any, were you required 

to take following your evaluation?
8 Performance indicators are used to measure whether 

or not an objective has been achieved. Outline how 
the indicators you have learned about can be used 
to evaluate performance, using the table below. The 
fi rst entry has been completed for you.

Business objective
Performance 
indicator How the PI can be used to evaluate performance

Maximise profi t Net profi t An improvement in net profi t means that the business has 
improved its productivity, either by earning more revenue or by 
reducing expenses and costs.

Increase sales

Improve productivity

Increase market share

Percentage of market share is 
the proportion of the total market 
that a business has, expressed as a 
percentage.

The rate of productivity growth 
measures the change in productivity 
in one year compared to the previous 
year.
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Key CoNCepT Customer and staff satisfaction, levels of wastage and 
workplace accidents are some of the performance indicators used by 
organisations to evaluate performance.

Customer and staff satisfaction
Customer satisfaction (the degree to which an organisation’s performance meets a 
customer’s expectations) should be the main aim of all the activities that the organ-
isation undertakes. An organisation should attempt to exceed expectations and 
aim to delight customers, developing a base of highly satisfi ed customers. A highly 
satisfi ed customer will remain loyal to the organisation, make repeat purchases and 
generate word-of-mouth business.

At the heart of customer satisfaction is the level of service provided, and good 
customer service requires adequately trained staff.

The results of a customer survey can measure how satisfi ed or dissatisfi ed cus-
tomers are with the way an organisation performs. Similarly, the satisfaction level 
of staff within an LSO can be measured using a staff survey. Members of staff who 
have positive attitudes towards their job will be motivated to work more produc-
tively. Staff satisfaction can be improved by the provision of training and a fl exible 
workplace, management style, corporate culture or by empowering staff to become 
involved in making decisions.

Level of staff turnover
The level of staff turnover can also be used as an indicator of the degree of staff 
satisfaction. It measures the number of staff who are leaving the organisation, for 
whatever reason. This is an important indicator for the human resources function. 
A decrease in staff turnover suggests that fewer employees are leaving, because 
they are more satisfi ed with their work conditions. Staff turnover means that staff 
will need to be replaced, resulting in recruiting and training costs and the loss of 
productivity and knowledge.

Number of customer complaints
The number of complaints that customers make can also indicate whether or 
not customers are satisfi ed with the way the organisation performs. A suc-
cessful organisation, aiming to maximise customer satisfaction, would probably 
not receive a large number of customer complaints. Some organ isations under-
stand that one customer complaint represents the ‘tip of the iceberg’, because for 
every customer who complains to the organisation, there are several customers 
who don’t.

level of wastage
All organisations have a production process that generates a certain amount of 
waste. This can be measured by the level of wastage. This performance indicator 
is used by the operations function. An organisation manages resources more 
effi ciently by reducing waste, which can cut production costs.

Unilever’s Surf and Omo brands launched their ‘Small & Mighty’ detergent 
products in 2008. These concentrated laundry liquids, packaged in smaller 
containers, reduce waste and cut costs through the reduction in plastic used and 
the savings in transport.

dId yoU KNoW?
‘Take care of customers and the 
pro� ts will take care of themselves.’
Soichiro Honda, founder of Honda Motor 
Corporation

dId yoU KNoW?

A customer survey measures how 
satisfi ed customers are with the 
organisation’s performance.

A staff survey measures how satisfi ed 
staff are within the organisation.

Staff turnover measures the 
number of staff who are leaving the 
organisation.

Customer complaints indicate whether 
or not customers are satisfi ed with the 
performance of the organisation.

The level of wastage measures 
the amount of waste created by the 
production process.

1.8 Performance indicators — customer and staff 
satisfaction, wastage and workplace accidents
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Number of workplace accidents
An unsafe workplace impacts on the productivity of the organisation for several 
reasons. Staff members who feel unsafe may not be motivated to perform harder, 
and accidents can actually stop production. If the number of workplace accidents 
falls then the workplace is most likely safer for employees. This is a performance 
indicator that is important to both the human resources and the operations 
function.

Orica Limited is a multinational corporation based in Australia that manufactures 
various chemical products, including industrial explosives, plastics and adhesives, 
and well-known brands such as Dulux paints. When Orica measured its number 
of workplace accidents in 2009, it found that it had an improved injury and illness 
case rate, which means there were fewer accidents in the workplace. However, 
Orica recorded four fatalities of employees and contractors. Orica said that the 
lessons learned from the accidents were shared across the organisation in an 
attempt to make its workplace safer.

Benchmarking
Many LSOs adopt the practice of benchmarking. This is not a performance indicator; 
it is a methodology that can be used to assess performance. Benchmarking occurs 
when an organisation evaluates its own performance by comparing it to that of 
other leading organisations known for their excellence. Benchmarking allows for a 
comparison to be made for a more accurate evaluation.

TeST your understanding
1 Explain the relationship between customer 

satisfaction, customer loyalty and repeat sales.
2 Why should the aim of all organisations be to 

‘delight’ customers?
3 What are the benefi ts of high staff satisfaction and 

how can it be improved?
4 Explain what is meant by staff turnover.
5 Outline how reducing waste can cut costs.
6 Briefl y explain the problems that might arise from an 

unsafe workplace.

apply your understanding
7 In groups of three or four, brainstorm what happens 

when the organisation’s performance:
(a) does not meet customer expectations
(b) meets customer expectations
(c) exceeds customer expectations.
Choose a spokesperson to share your group’s 
comments with the rest of the class.

8 Outline how the performance indicators you have 
learned about can be used to evaluate performance, 
using the table below.

Business objective Performance indicator How the PI can be used to evaluate performance

Meet safety standards

Improve customer retention/loyalty

Improve employee satisfaction

Improve retention of employees

Improve customer service

Reduce workplace waste

elesson:
Workplace accidents — 
Australia Post
Watch this video featuring 
Australia Post and complete 
the attached worksheet.

Searchlight ID: ELES-1047

eBookpluseBookplus

The number of workplace accidents 
indicates how safe the workplace is for 
employees.

Benchmarking occurs when 
an organisation measures its 
performance against that of other 
leading organisations known for their 
excellence.
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APPLY YOUR SKILLS: Organisational objectives and PIs

praCTISe 
yoUr SKIllS

• accurately use relevant management terms
• analyse business information and data
• apply knowledge and concepts to practical and/or simulated situations.

Westpac objectives and indicatorsWestpac objectives and indicatorsWestpac objectives and indicatorsWestpac objectives and indicatorsWestpac objectives and indicatorsWestpac objectives and indicators

The following objectives, strategies and performance indicators come from Westpac 
Limited’s website.

Employees
Strategic goal:
• attract the most skilled and engaged people
• maintain employee engagement
• reduce lost time injury frequency ratio.

Westpac’s employee-related PIs

Indicator 2013 2012 2011 2010 2009

Employee turnover 
employee voluntary 
attrition

9.8% 9.9% 11.5% 11.8% n/a

Employee engagement 87% 84% 81% 80% 81%

Lost time injury frequency 
rate (Australian injury 
claims per million hours 
worked)

1.5 1.9 2.5 2.6 2.6

Customers
Strategic goal:
• meet most customer needs
• delight customers
• put customers at the centre of the business.

Westpac’s customer service PIs

Indicator 2013 2012 2011 2010 2009

Financial Ombudsman Service
(FOS) dispute resolution — 
resolved with customer 

76% 78% 86% 90% 96%

(FOS) dispute resolution — 
investigation, but resolved 
with customer

17% 14% 11%  8%  3%

(FOS) dispute resolution —
required a FOS 
recommendation

 7%  8%  3%  2%  1%

Complaints resolution 
rates (Westpac), average 
(percentage of complaints 
resolved within 5 days)

80% 83% 89% 84% 88%

dId yoU KNoW?
Westpac’s vision is ‘to be one of the 
world’s great companies, helping our 
customers, communities and people 
to prosper and grow’.

dId yoU KNoW?

In Westpac’s 2013 annual report, its 
CEO, Gail Kelly, said that the LSO had 
deepened customer relationships, and 
improved the quality of teams and 
levels of engagement of its people.
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TeST your understanding
1 Explain what an objective is.
2 Explain what a performance indicator is.
3 What do you think employee turnover measures?
4 What is ‘complaints resolution rates’ referring to?

apply your understanding
5 Has Westpac achieved its employee objectives? 

Explain your answer carefully using the indicators 
and data in the table on page 30.

6 Has Westpac achieved its customer objectives? 
Explain your answer carefully using the indicators 
and data in the table on page 30.

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 poss-
ible 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?

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 effi ciency 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 

effi ciency?

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

Ef� cient Inef� cient

Effective Score a goal from every shot

Ineffective

8 Is it possible for an LSO to be effective but 
ineffi cient? Is it possible for an LSO to be effi cient, 
but ineffective? Explain your answer using business 
examples.

materials required
basketballs
basketball rings
space
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Key CoNCepTS  Large‑scale organisations have many stakeholders, with 
varying interests. These interests can sometimes conflict.

Society expects organisations to act ethically and to be
socially responsible.

Large-scale organisations have many stakeholders. ‘Stakeholders’ refers to the 
people and groups that interact in some way with the organisation and have a 
vested interest in its activities.

Society increasingly expects organisations to accept their social responsibility and 
act ethically towards all stakeholders. Organisations are expected to be enterprising, 
to comply with the law and be socially just and ecologically sustainable in their 
operations. They are expected to practise ethical management and do the ‘right’ 
thing in the interests of all stakeholders.

Many enterprises are now extremely sensitive to public opinion and strive to 
be recognised as being ‘good corporate citizens’. Organisations recognise that they 
increase their chances of success when they pursue goals that align with the interests 
and expectations of all stakeholders. Some of an organisation’s main stakeholders 
are its shareholders, its management, the unions, its employees, customers and 
suppliers, and the members of the wider community.

Shareholders
Shareholders purchase shares in a company, so they are partial 
owners. Shareholders want the organisation that they have invested 
in to be profi table as they receive a proportion of the profi ts 
(called dividends). They also make a capital gain if the value of an 
organisation’s shares increases. Many shareholders realise that by
acting ethically and being socially responsible an organisation can improve 
its reputation, but they know that this can also increase fi nancial costs to the 
organisation.

There are shareholders who will only invest in companies they see as ethical, 
which is known as ethical investing. Other shareholders might think that it would 
be best to ignore ethics and 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.

management
Management has the responsibility of running a profi table or 
successful organisation. Most managers today understand that ethical 
and socially responsible activities should lead to increased sales. There 
are many complex legal issues that managers must contend with 
today, however, and introducing new ethical or socially responsible 
policies and procedures can be expensive and time consuming. 
Management could introduce new technology to reduce waste and

improve productivity, so that the organisation 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 con ditions, 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.

Stakeholders are groups and 
individuals who interact with the 
organisation and have an interest in its 
activities.

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.

Ethical management refers to the 
process of abiding by moral standards 
and doing the ‘right’ thing in the 
interests of all stakeholders.

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-ef� cient technology.

dId yoU KNoW? Shareholder

Manager

1.9 Stakeholders of large‑scale organisations
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Unions
Unions represent employees in many workplaces 
in Australia. They attempt to negotiate 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.

employees
Employees are vital to an organisation as they manufacture or produce the 
product the organisation sells. The quality of the product depends on their skill 
and commitment to the process. Employees should be valued as members of the 
organisation by being paid fairly, trained properly and treated ethically. Employees 
need to know that their job is secure in the long term. If organisations can provide 
for their needs, employees will be more inclined to put effort into work tasks and 
will be motivated to meet customer expectations.

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 organisations 
and this is one of the factors they consider when making 
purchasing decisions. Many customers wish to purchase 
products from businesses they know have acted ethically and 
practised social responsibility.

Suppliers
Suppliers provide raw materials that will be used in the organisation’s production 
process. It is essential for the organisation to develop good relationships 
with suppliers to ensure timely delivery of quality materials. Many organ isations 
today expect their suppliers to behave in a socially responsible and ethical 
manner, and also see that the relationship with the supplier needs to be an 
ethical one.

members of the community
Members of the community increasingly 
expect organisations to show concern for the 
environment. Some might be worried about 
organ isations 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 organisations.

Unions

Employee

Customer

Suppliers

pollution. Others may be concerned about their 
future welfare through their own employment 

Community
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Confl ict, ethics and social 
responsibility
All stakeholders who interact with an organisation have an interest in its activities. 
However, stakeholders also place competing demands on the organisation. Some 
of their expectations are compatible. For example, customers want quality prod-
ucts at reasonable prices. If the organisation meets this expectation, sales should 
increase, leading to greater profi ts. This, in turn, satisfi es 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 dissatisfi ed. Employees and their unions require safe working 
conditions and reasonable wages, for example, while customers want reasonably 
priced products. Providing safer working conditions or a wage rise is ethically and 
socially responsible, but it will cost the LSO money in the short term. If the organ-
isation wishes to retain profi t 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 organisation may retain prices at the original level, reducing its profi t. 
Doing this could cause disquiet among shareholders.

In an effort to maintain profi t, the management of an LSO 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. 

In 2010, French oil company Total and four other businesses responsible for a 
huge explosion at a British oil depot were ordered to pay fi nes and costs of more 
than $15 million. The explosion left 43 people injured. The judge said that the 
explosion occurred because of ‘slackness, ineffi ciency and a complacent approach 
towards matters of safety’.

Stakeholders and their con� icting interests

Stakeholders Con� icting interest

Employees and shareholders Employees require safe working conditions and 
reasonable wages, but this will reduce the LSO’s 
profi t and dividends to shareholders.

Management and customers Management could attempt to maintain profi t 
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 profi t but suppliers providing ethical 
materials require higher prices to cover their costs.

Reconciling confl icting interests is not always easy. Senior management must 
constantly assess the actions of the organisation and attempt to satisfy as many 
stakeholder expectations as possible while acting in a responsible manner.

dId yoU KNoW?
Ethisphere, a research-based 
international organisation dedicated 
to the creation and sharing of best 
practices in business ethics, corporate 
social responsibility, anti-corruption 
and sustainability — published its 
World’s Most Ethical Companies 
list in 2014. In doing so, it said 
that global economic and social 
challenges from anti-corruption to 
security and privacy are accelerating 
the need for companies and 
organisations to embrace ethics 
and governance as critical business 
imperatives.

dId yoU KNoW?

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.

1.9 Stakeholders of large‑scale organisations

U
N

C
O

R
R

E
C

TE
D

 P
A

G
E

 P
R

O
O

FS



Large‑scale organisations in context • ChapTer 1  35

c01Large-ScaleOrganisationsInContext 35 8 September 2014 7:09 AM

Many organisational analysts now refer to the triple bottom line — economic, 
social and environmental performance — where shareholder value increases through 
the careful management of stakeholder value. More organisations understand that 
reconciling confl icting interests and increasing stakeholder value ensures long-term 
growth and survival.

TeST your understanding
1 Defi ne the term ‘stakeholder’ in your own words.
2 Are a shareholder and a stakeholder the same thing? 

Explain your answer.
3 Use a table like the one below to identify an 

organisation’s main stakeholders and their interest.

Stakeholder Interest

4 Looking at the information in your table, in what 
ways do the interests of stakeholders confl ict?

5 Suggest ways that an organisation could reconcile 
the following pairs of confl icting interests:
(a) Consumers demanding cheaper products and 

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

their investment and society wanting a clean 
environment.

(c) Managers being required to keep costs of 
production down and ethical suppliers wanting 
higher prices for inputs.

 6 Defi ne ‘ethics’ and ‘social responsibility’ in your 
own words.

 7 List some business activities that could involve 
ethical and socially responsible management.

 8 In what ways can an organisation show that 
it is acting in a socially responsible and ethical 
manner?

apply your understanding
 9 ‘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.
10 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?

11 ‘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.

The triple bottom line refers to the 
economic, social and environmental 
performance of an organisation.

Dexus is a property trust that manages 
and invests in a portfolio of diversifi ed 
properties, including offi ce 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.
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Key CoNCepT Large‑scale organisations attempt to work with all 
stakeholders in an effort to act ethically and be socially responsible.

Stakeholder engagement
Stakeholder engagement refers to large-scale organisations sharing information 
with and seeking input from stakeholders, and involving them in decision making. 
LSOs anticipate that, by engaging stakeholders, they are more likely to act in an 
ethical or socially responsible manner.

There are confl icts between some stakeholder interests, of course. Employees 
want high wages, which is a cost to business, but customers want cheap products. 
Shareholders want high dividends generated from high profi ts. However, by 
addressing expectations such as customer wishes and employee and shareholder 
interests, organisations expect that both of the latter groups would benefi t from 
the increased sales. Organisations also anticipate that a positive business image 
will be maintained, if all stakeholders have their expectations satisfi ed. This leads 
to increased sales and an improved reputation for ethics and social responsibility.

BHP BillitonBHP BillitonBHP BillitonBHP BillitonBHP BillitonBHP Billiton

With nearly 50  000 employees working in 6 countries, BHP Billiton is the world’s 
largest mining company. It was formed in 2001, following a merger between BHP and 
Billiton. BHP Billiton’s major businesses include aluminium, coal, copper, manganese, 
iron ore, uranium, nickel, silver and titanium minerals, and it also has substantial 
interests in oil, gas, liquefi ed natural gas and diamonds. The headquarters for BHP 
Billiton Limited is located in Melbourne. BHP Billiton identifi es 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 ethical and social 
responsibility intentions.

EXTEND YOUR KNOWLEDGE: Stakeholders, ethics and 
social responsibility
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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 infl uence on the business. Some of BHP Billiton’s stakeholder 
engagement methods are described under the following headings.

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

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

Employees and contractors
Employees and contractors are very much concerned with their own health and 
safety as well as working conditions in general. Members of staff need to be 
provided with career and training opportunities to maintain employee satisfaction. 
BHP Billiton realises that an operation’s employees and contractors, who live locally, 
will also be concerned about such things as local employment, business creation

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

A BHP Billiton project 
manager discusses a 
development at Roxby 
Downs with a stakeholder.

(continued)
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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 organisational performance and governance, leading 
to profi t. BHP Billiton communicates with shareholders at annual general meetings, 
through regular print and electronic communications, and through its website.

Suppliers
BHP Billiton’s suppliers include local businesses close to its 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.

❛ Communication is 
vital.❜

TeST your understanding
1 What is meant by the term ‘stakeholder 

engagement’?
2 Outline some of the confl icts that occur between 

stakeholders.
3 Is BHP Billiton a large-scale organisation? Why?
4 List BHP Billiton’s stakeholders.

eXTeNd your understanding
5 Complete the following table to demonstrate how 

BHP Billiton engages with its stakeholders.

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

6 Explain how the management of confl icting 
stakeholder interests can lead to an organisation 
being viewed as ethically and socially responsible.

7 Use the BHP Billiton weblink in your 
eBookPLUS to fi nd information about 
sustainable development as it applies to 
BHP Billiton. Write a report explaining how 
BHP Billiton performs in the area of ethical and 
socially responsible management.

eBookpluseBookplus

EXTEND YOUR KNOWLEDGE: Stakeholders, ethics and social responsibility
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Summary
Characteristics of large-scale organisations
• Large-scale organisations (LSOs) are commonly characterised by a large number of 

employees (200 or more), a large amount of assets (worth more than $200 million) and 
large revenue (in the millions).

• LSOs also usually have large market share, trade in many parts of the world and have 
complex organisational structures.

Typical management functions in large-scale organisations
• LSOs typically have management functions called operations, fi nance, human resources, 

marketing, and research and development.

Variations in types of large-scale organisations
• The main types of LSOs in Australia include corporations (owned by shareholders), 

government departments, and not-for-profi t organisations.
• A corporation, or company, is owned by shareholders and managed by directors. 

A public corporation is listed on the Australian Securities Exchange. A private 
corporation can have one shareholder but no more than 50 shareholders.

• A government business enterprise is owned by the government.

objectives and strategies of large-scale organisations
• A vision statement states what the organisation aspires to become.
• A mission statement expresses why an organisation exists, its purpose and how it will 

operate.
• The main objective of a corporation is to make profi t. Profi t is not the only objective, 

however, as many organisations also pursue goals such as customer service, community 
involvement, care for the environment and employee welfare.

• Government business enterprises and government departments have objectives 
refl ecting the provision of services to the community.

• Not-for-profi t organisations, such as charities and foundations, exist to achieve 
objectives related to the provision of goods, services or funds to prevent particular 
social problems or raising community awareness for a specifi c cause.

Contributions of large-scale organisations to the economy
• LSOs make many positive contributions to the economy, such as contributing to economic 

growth, employment, exports, research and development, and infrastructure growth.
• LSOs have been criticised for making negative contributions to the economy, such as 

downsizing, outsourcing and causing damage to the environment.

Internal and external (macro and operating) environments
• LSOs operate in a business environment, which is divided into the internal and external 

(made up of macro and operating) environments.
• Factors within the macro and operating environments can pressure organisations to 

change their practices, policies or products.
• Internal environment factors (inside the business) include staff, management structure, 

policies and procedures.
• Operating environment factors (the outside factors with which the organisation 

interacts in the course of conducting its business) include customers, suppliers and 
creditors, competitors and lobby groups.

• Macro environment factors (the broad conditions and trends in the economy 
and society within which the organisation operates) include political infl uences, 
technological developments, economic infl uences, social attitudes and legal infl uences.

performance indicators
• Large organisations evaluate performance by assessing whether it has been effective as 

well as effi cient.
• Effectiveness is the degree to which an organisation has achieved its stated objectives. 

In other words, the organisation is ‘doing the right things’.
• Effi ciency refers to ‘how well’ an organisation uses its resources to achieve its objectives.
• PIs are specifi c criteria or statistics used to measure the effi ciency and effectiveness of a 

particular area of the organisation’s performance.

digital doc:
Glossary
Download a glossary of key 
terms from this chapter.

Searchlight ID: DOC-5948

eBookpluseBookplus
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• Performance indicators include the percentage of market share, net profi t fi gures, the 
rate of productivity growth, the number of sales, results of a staff and/or customer 
satisfaction survey, the level of staff turnover, level of wastage, number of customer 
complaints and number of workplace accidents, and are used by organisations to 
evaluate performance.

Stakeholders of large-scale organisations
• LSOs have many stakeholders, with varying interests, and these interests can confl ict.
• LSOs attempt to satisfy all stakeholder expectations, anticipating that this will result in 

the organisation acting more ethically and socially responsible.
• Stakeholders for an LSO include shareholders, management, unions, employees, 

customers, suppliers and the community.

review questions
TeST your understanding
 1 Explain what is meant by the term ‘large-scale organisation’.
 2 What is a multinational corporation?
 3 List the typical management functions in a large-scale organisation.
 4 Outline the three types of large-scale organisations in Australia. Include the words 

‘ownership’ and ‘purpose’ in your answer.
 5 Explain what is meant by privatisation.
 6 Outline the difference between a vision statement and a mission statement.
 7 Does every large-scale organisation have profi t as its objective?
 8 List some examples of organisational objectives.
 9 Explain what a strategy is, using an example.
 10 Outline the positive contributions that large-scale organisations make to the economy.
 11 Explain the various activities for which large-scale organisations are sometimes criticised.
 12 What is the internal environment?
 13 Explain the difference between the operating environment and the macro environment.
 14 List the factors which make up the operating environment.
 15 List the factors which make up the macro environment.
 16 Explain the difference between effectiveness and effi ciency.
 17 Defi ne the term ‘performance indicator’ and explain how large-scale organisations use 

them.
 18 Explain what is involved when large-scale organisations use benchmarking.
 19 What is a stakeholder?
 20 List some of the main stakeholders.
 21 In what ways can stakeholder interests confl ict?
 22 Outline what is meant by the terms ‘social responsibility’ and ‘ethics’.

apply your understanding
 23 Compare and contrast the characteristics and objectives of the various types of large-

scale organisations, by completing the following table.

Business type Ownership Objective

Public corporation To make profi t

Private corporation From one to fi fty shareholders

Government business 
enterprise

Government department

Not-for-profi t organisation

 24 Evaluate the contributions that large-scale organisations make to the economy.
 25 Using an example of a real large-scale organisation, outline how the factors in the 

external environment affect large organisations. Try to cover at least three factors.
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 26 Complete the following table. List strategies that could be used to achieve these 
business objectives and PIs that could be used to measure an organisation’s 
performance in achieving each objective. The fi rst entry has been completed for you.

Business objective Strategies Performance indicators

Improve customer 
service

• Reduce waiting times
• Increase number of 

outlets

• Results of a customer 
satisfaction survey

• Number of customer complaints

Increase market share

Improve employee 
satisfaction

Increase profi tability

Improve environmental 
responsibility

 27 Explain how attempting to meet all stakeholder expectations can lead an organisation 
to behave ethically and with social responsibility.
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School-assessed coursework
oUTCome 1
discuss and analyse the context in which large-scale 
organisations operate.

aSSeSSmeNT task — structured questions
Time allowed: 50 minutes

Marks allocated:  20 marks (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)

1 Defi ne the following terms and provide an example for each:

• Stakeholders

• Shareholders

• Globalisation

• Effectiveness

• Multinational corporation 5 marks
2 Identify and describe two factors from the external environment that

impact on the operations of large-scale organisations. 4 marks
3 Discuss two contributions that large-scale organisations make to the

Australian economy. 4 marks

digital docs:
Exam questions
Complete your end-of-
chapter exam questions in 
Microsoft Word.

Searchlight ID: DOC-5951

School-assessed 
coursework
Complete your end-of-
chapter school-assessed 
coursework in Microsoft 
Word.

Searchlight ID: DOC-5952

eBookpluseBookplus

U
N

C
O

R
R

E
C

TE
D

 P
A

G
E

 P
R

O
O

FS



Large‑scale organisations in context • ChapTer 1  43

c01Large-ScaleOrganisationsInContext 43 8 September 2014 7:09 AM

QantasQantasQantasQantasQantasQantas

Qantas is the world’s second oldest continuously operating airline. It now employs 
approximately 33  000 people and covers 173 destinations in 42 countries — 59 of 
which are in Australia.

Qantas 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 
leading long distance airlines, having pioneered services from Australia to North 
America and Europe.

The Qantas Group’s main business is transporting passengers.
As well as its Qantas and Jetstar brand fl ying operations, Qantas operates a diverse 
portfolio of airline-related businesses. These include Qantas Engineering, Airports, 
Q Catering, Qantas Freight and Qantas Holidays.

Operational statistics
The operational statistics for each of Qantas’s fl ying operations are shown in the 
following table, expressed as thousands of passengers carried.

Flying operation Year ended 30 June 2013 Year ended 30 June 2012

Qantas 22  578 22  830

QantasLink 5  303 5  187

Jetstar 20  395 18  691

Total 48  276 46  708

Financial performance
For the full year ended 30 June 2013, Qantas reported a before-tax profi t of 
$192 million — a $97 million improvement on the prior year. Net profi t after tax was 
$6 million. Qantas CEO, Mr Alan Joyce, said ‘Qantas is in a period of transformation 
as we make our business better and stronger’.

Read the Qantas case study then answer questions 4−6.
 4 What type of organisation is Qantas? Explain your answer in terms of

ownership and objectives. 2 marks
 5 Explain why Qantas is classifi ed as a large-scale organisation. 2 marks
 6 Suggest and justify two KPIs that could be used to measure the success

of Qantas. 3 marks
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