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Looking beyond the business idea
Anyone who seeks to successfully establish a business will 
need to go beyond the good idea, or business concept. 
At the beginning of Unit 1 we encountered Amanda Wong 
and her graphic design business, Eclipse Publishing and 
Design. Amanda’s business success has been built on her 
unique designs and products, but these would not have 
been sufficient by themselves for business success. All 
businesses have to conform to a number of legal require-
ments, and these are important foundations for success. 
Potential customers have to know that the business exists 
and what it offers, so a marketing strategy is essential. As 
the business grows, additional staff have to be recruited 
and selected, and the quality of these employees is vital for 
business success.

At the time of establishing her business, Amanda had to 
register her business name and set up a financial records 
system so that she could accurately meet her taxation obli-
gations. Failure to meet legal requirements can lead to 
prosecution and possible fines, which could both cripple 
the business financially and destroy its reputation.

Marketing and public relations are ongoing issues for all 
businesses. Potential customers have to be identified, and 
made aware of the existence of the business, particularly if 

it is a newcomer to the marketplace. As is often the case, 
Amanda relied on word of mouth, and  return  business 
from regular customers to drive growth in Eclipse 
 Publishing and Design.

Highly skilled and enthusiastic employees are the key 
to business success. Amanda has always made sure she 
knows exactly the type of person she is looking for when 
hiring new staff, and she takes an active role in the process.

AREA OF STUDY OUTCOME

1 Legal requirements and 
financial considerations

Explain the importance when establishing a business of complying with legal requirements and financial 
record keeping, and establishing effective policies and procedures.

2 Marketing a business Explain the importance of establishing a customer base and a marketing presence to achieve the 
objectives of the business, analyse effective marketing and public relations strategies and apply these 
strategies to business-related case studies.

3 Staffing a business Discuss the staffing needs for a business and evaluate the benefits and limitations of management 
strategies in this area from both an employer and an employee perspective.

UNIT 2

ESTABLISHING 
A BUSINESS

VCE Business Management Study Design extracts © VCAA; reproduced by permission. 
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Key skills
These are the skills you need to demonstrate. Can you demonstrate these skills?
• Define, describe and apply relevant business management terms
• Acquire, record, interpret and share business information and ideas
• Research and analyse case studies and current examples of business management applicable to establishing a business
• Apply business management knowledge to practical and/or simulated business situations
• Evaluate the costs and benefits of decisions when establishing a business, and justify the strategy chosen.

Legal requirements and 
financial considerations
WHY IT IS IMPORTANT
A business must ensure that it follows all aspects of Australia’s complex legal system. Australia’s 
many laws promote fair business practices and in doing so protect workers, consumers and 
businesses. A business must also ensure that it complies with the financial requirements of 
running a business by maintaining accurate records. There is a variety of strategies that businesses 
can use to ensure that they are fulfilling their legal and financial requirements, such as the 
development of policies and procedures. By implementing such strategies businesses can avoid 
the serious consequences associated with breaking the law and financial mismanagement.

WHAT YOU WILL LEARN
Key knowledge
Use each of the points from the Business Management study design below as a heading in your summary notes.

CHAPTER 5

An overview of legal requirements for establishing a
business, such as registering the business name,

registering a website domain, trade practices
legislation, business tax compliance and work safe

insurance

Technological and global issues which may
affect decision making when establishing a

business, such as generating customer
databases and contacts with overseas suppliers

and retailers

The importance of establishing bank
accounts, �nancial control systems and

record-keeping strategies

The importance of choosing appropriate
suppliers, including the bene�ts and
limitations of suppliers, that meet the

corporate social responsibility objectives
of the business

The need for policies and procedures to achieve
compliance with legal requirements and establish

business routines

LEGAL
REQUIREMENTS AND

FINANCIAL
CONSIDERATIONS

VCE Business Management Study Design extracts © VCAA; reproduced by permission. 
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 Alex Gillan — Stonker boards 

 ‘The Stonker competition team gives me feedback — shorter, wider, more fl exible — while I lead 
the construction. We are always trying new materials, new chemicals and new construction 
techniques. Work comes fi rst. Then we go surfi ng,’ says Alex Gillan. Alex founded Stonker, 
an Australian manufacturer of kite boards and surfboards, in 1998. 

 Alex produced a board on his own in a garage in Port Melbourne, using the skills he already had 
in making surfboards. He made another one for a friend and put a website together. Then Stonker 
received an order from a French distributor for 50 boards. Alex was not in a position to match the 
order — he had managed to make fewer than ten boards at that point. 

 He initially hoped to outsource the manufacture of boards locally. But the quality of the product 
locally was substandard, so he found a large Thai manufacturer who sold boards to retailers in the 
United States and Europe. Because Stonker was a small business, the orders did not receive a high 
priority and there was little opportunity to negotiate on price. The result was long lead times on 
orders which created cash fl ow problems. The business was losing money. 

 After evaluating the performance of Stonker, Alex decided to produce his boards in Torquay. 
This became a sea change for him and his family. The decision to move enabled Alex to extend 
the Stonker brand. Stonker now has a retail shop (with a factory behind it) selling handmade 
boards, imported kite accessories and its own label of locally made and imported clothing and 
accessories. 

 Today, Stonker earns annual revenue of over $500 000, selling hundreds of boards (at about 
$750 each) and kites ($1000 to $2000) a year through local surf shops. Stonker employs four 
people and exports represent 50 per cent of sales. In the beginning kite boarding was a new 
sport. Stonker now has many competitors, mostly from overseas. This means that it must be 
constantly evaluating its performance and being innovative to remain competitive. 

 Alex believes that it is vital to keep up with the latest trends in graphic designs and 
board shapes. He takes careful note of customer tastes. Stonker put together a team-rider program 
which helps young people to take part in kite boarder competitions. Alex is also planning to launch 
an online store which will help Stonker to achieve signifi cant growth in the future.       

❛ Work comes first. 
Then we go surfing.❜

 Alex Gillan evaluated the 
performance of his kite boarding 
business and relocated to Torquay 
to ensure the survival and future 
growth of Stonker.  
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124  Unit 2 • Establishing a business

     5.1 Legal requirements 

  KeY COnCept   A business must ensure that it is familiar with all of the various legal requirements that 
may affect it. A failure to do so can have serious consequences for the business and its owners. 

  Legal and government regulations 
 There are many licences, permits, approvals and  authorities 
which must be taken into account by business owners. All busi-
ness owners have a legal obligation to observe the statutory reg-
ulations when commencing and operating a business. Fulfi lling 
all legal obligations may be frustrating at times,  particularly 
when more than one level of government is involved. However, 
businesses that do not obey the law risk losing customers and 
their reputation, being fi ned, or losing the right to continue 
trading. Businesses can evaluate their performance according to 
the extent to which they have observed laws and regulations. 
Observing the law, and indeed, exceeding legal expectations, 
can lead to a business outperforming competitors.    

 Business name registration 
 The Australian Securities and Investments Commission (ASIC) is now responsible 
for a national business name registration service. Businesses need to register their 
business name, except when the name is that of the owner, and then it is optional. If 
something is added to a personal name, such as ‘Pty Ltd’, ‘Motors’, ‘and Associates’ or 
‘and Co’, then the business name must be  registered. This is to prohibit anyone else 
from trading under a similar name,  and to protect consumers by allowing them to 
identify the owner of a business name. 

 Registration of a business name does not protect or establish any specifi c rights to that 
name. If the business name is a crucial part of the business’s operation, then it should 
also be registered as a trademark with the federal agency responsible for  intellectual 
property (IP Australia), which administers the  Trade Marks Act 1995  (Cwlth). 

 Before registering a business name it is important to check whether or not the 
name is already taken by searching the ASIC website.     

 registering a domain name        
 With the rapid growth of e-commerce it is becoming a necessity for most businesses 
to  develop an online presence. A key element of its online presence will be the 
  domain name  , which is the address of the business’s website on the internet. 

 It is important that the business chooses a unique domain name that represents its 
activities. It also helps 
if the domain name 
is  easy to remember 
and spell, so that cus-
tomers can fi nd the 
website without any 
 hassles — for example, 
 kpaplumbing.com.au. 

 A business can reg-
ister multiple domains 
to help its customers 
fi nd them easier and 
to prevent other 

  DiD YOU KnOw? 
 A sole trader business must be 
registered if the name is different 
from that of the owner. If Paul Jones, 
for example, operates a lawnmowing 
service under the name of P. Jones 
or Paul Jones, then the name of 
his business does not need to be 
registered. If, however, he calls his 
business Paul’s Lawn and Garden 
Service, he would have to register 
the name. 

A domain name  is the address 
of a website on the internet.

 Business names such as this one 
must be registered.  

  Weblink
ASIC business name availability  

Unit 2 Registering 
business 
and domain 
names
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 1

 A domain name is the address of a website on the internet.  
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Chapter 5 • Legal requirements and financial considerations  125

businesses from  registering a  similar domain name that might confuse customers. 
A business can see whether a domain name has already been  registered by checking 
the registry online.

Domain names can be registered through resellers and registrars by visiting the 
Australian Domain Administration website. Although building and hosting a website 
can costs thousands of dollars, registering a domain name generally costs between 
$10 and $100 per year.

Taxation regulations
Taxation is the compulsory payment of a proportion of earnings to the government. 
Many different taxes apply to different types of businesses, and it is important that 
a  person starting a business becomes familiar with all appropriate tax  regulations. 
Some of the main taxes that affect a business are imposed by the federal and state 
governments and are shown in the table and figures below. The  Australian Taxation 
office (ATo) is the government body in charge of administering and  collecting tax for 
the federal government.

Income tax
Income tax is calculated differently for individuals and companies.  Companies pay a 
flat rate tax of 30 per cent for larger businesses or 28.5 per cent for businesses with 
a turnover less than $10  million. Individuals on the other hand pay a progressive tax 
rate, whereby the rate of tax increases with the amount they earn.

The Australian Taxation office (ATo)  
is the government body in charge 
of administering and collecting 
tax for the federal government.

A progressive tax rate is one 
that increases as the individual 
earns a higher income.

Weblinks
Domain name availability
Australian Domain 
Administration

Personal tax rates 2016–17
*Tax rates 2016–17 after removal of tax cuts

Tax scale — after amendment currently before parliament

Taxable income Tax on this income

0 to $18 200 Nil

$18 201 to $ 37 000 19c for each $1 over $18 200

$37 001 to $80 000 $3572 plus 32.5c for each $1 over $37 000

$80 001 to $180 000 $17 547 plus 37c for each $1 over $80 000

$180 001 and over $54 547 plus 47c for each $1 over $180 000

Unit 2 Taxation 
requirements
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 2

Keeping up with tax requirements can be a 
daunting task for individuals, let alone businesses 
with many complicated transactions. It is 
important for a business to seek help from the 
Australian Taxation Office or a registered tax 
agent when unsure.
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126  Unit 2 • Establishing a business

other federal and state taxes
There are many other federal taxes that apply to businesses depending on their 
activities.

Legal requirements5.1

Work health and safety regulations
The Work Health and Safety Act 2011 (Cwlth) came into force on 1 January 2012. The Act 
provides a nationally consistent framework to ensure the health and safety of workers. 
Each state is expected to pass its own laws consistent with the Commonwealth Act so 
that occupational health and safety laws are uniform across all states. The principal 
objectives of the Act include:
•  protecting workers or other persons against harm to their health, safety and 

 welfare arising from work
•  ensuring that there is fair and effective representation, consultation and issue reso-

lution when it comes to work health and safety
•  encouraging unions and 

employer organisations to 
promote improvements  in 
work health and safety 
practices, and helping those 
conducting businesses to 
achieve a healthier and safer 
work environment

•  promoting the provision of 
advice, information, educa-
tion and training in relation 
to work health and safety

•  setting up a framework to 
ensure continuous improve-
ment to achieve higher 
standards of work health 
and safety.

The Work Health and Safety Act 2011 
(Cwlth) is a federal law that provides 
a nationally consistent framework to 
ensure the health and safety of workers.

There are also state taxes that may apply to businesses.

Unit 2 Work health 
and safety 
regulations
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 3

Major federal taxes that apply to business

Major state taxes that apply to business

Employers should ensure that the equipment being used by 
employees is regularly checked for faults that may present a 
safety hazard.

 Group tax — pay as you go (PAYG)
•    Taken from an employee’s salary or wage directly 
•    Imposed on the employee    

 Goods and services tax (GST)
•    A broad-based tax of 10 per cent on the supply of most goods and services consumed in Australia 
•    Imposed on all consumers 
•    Businesses must only register for GST if they earn $75 000 or more in a � nancial year    

 Fringe bene�ts tax (FBT)  
•    Tax on the provision of a bene� t to an employee — such as a car for private use, a low-interest loan — 

in place of a wage or salary 
•    Imposed on the employer    

 Stamp duty  
•    Placed on documents that give evidence to transactions 
•    Imposed on the individual or business    

 Land tax 
•    Annually levied on the owner of the land    
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Chapter 5 • Legal requirements and financial considerations  127

WorkCover insurance
Worksafe Victoria is a government agency that aims to reduce workplace injuries and 
support injured workers. As well as enforcing Victoria’s occupational health and 
safety laws, Worksafe provide WorkCover insurance which is a compulsory expense 
for  Victorian employers. It provides employers with insurance cover for the cost of 
benefits if their workers are injured or become ill as a result of their work.

The insurance may cover:
• replacement of lost income
• medical and rehabilitation treatment costs
• legal costs
• lump sum compensation in the event of a serious injury.

Trade practices legislation
Australia has both federal and state laws in place to ensure that businesses and con-
sumers are protected from unfair trading practices. Furthermore, each major industry 
has its own code of practice, which provides businesses with guidelines for dealing 
with customers. A business must familiarise itself with its industry’s code of practice 
as well as any state or federal laws that may affect its day-to-day operations. A failure 
to abide by these laws can result in heavy fines for the business.

Federal law
The Competition and Consumer Act 2010 (CCA) is a federal law that specifies what busi-
ness behaviour is acceptable on a wide range of issues, from product safety and pricing 
to the way in which a business competes in the marketplace. The CCA is adminis-
tered by the Australian Competition and Consumer  Commission (ACCC), which promotes 
good business practices across the nation.

Australian federal and state laws aim to create a fair and safe market for both consumers and businesses.

Worksafe Victoria is a government 
agency that aims to reduce workplace 
injuries and support injured workers.

Unit 2 Trade 
practices 
legislation
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 4

The Australian Competition 
and Consumer Commission is a 
government body which has the role 
of enforcing the Competition and 
Consumer Act 2010 and a range 
of additional legislation, promoting 
competition, fair trading and 
regulating national infrastructure

The Competition and Consumer Act 
2010 is a federal law that specifies 
what business behaviour is acceptable 
on a wide range of issues, from product 
safety and pricing to the way in which 
a business competes in the marketplace

Weblink
Industry fact sheets

A code of practice is a written set of 
guidelines that are intended to help 
businesses achieve the standards 
set by the government (e.g. in 
dealing fairly with customers).
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128  Unit 2 • Establishing a business

State law
In Victoria, the Fair Trading Act 1999 compliments the federal Competition and  Consumer 
Act by providing state specific laws which are administered by  Consumer Affairs Victoria. 
Some of the issues addressed by the Act include:
• warranties, guarantees and refunds
• vouchers, gift cards and lay-bys
• unfair contracts
• false advertising
• product safety
• penalties for breaching the Act.

teSt your understanding
1 What are the main objectives of imposing government 

regulations?
2 Why is it important to comply with legal and government 

regulations?
3 When is it compulsory to register a business name?
4 Describe three federal taxes that a business would be 

likely to pay.
5 Describe two state taxes that a business would be likely 

to pay.
6 What is WorkSafe Victoria?
7 Who pays for WorkCover insurance and what does it cover?
8 What three legal frameworks would a Victorian business 

have to consider?
9 What is the Competition and Consumer Act 2010 and 

which body is in charge of administering it?
10 List three legal issues that are addressed by the Victorian 

Fair Trading Act (1999).

appLY your understanding?
11 Brainstorm a few suitable business names for the 

following businesses and check to see whether they are 
already registered.
(a) Solomon is starting his plumbing business as a sole 

trader.
(b) Slavica is a florist launching her business in the 

township of Belgrave.

(c) Nick and Hubert have decided to go into a business 
partnership to develop cutting-edge smartphone 
applications for everyday practical use.

(d) Jo is beginning her business as a chiropractor in 
Mordialloc.

(e) Steve is commencing his business as a private 
investigator in the Melbourne suburb of Mulgrave.

12 Brainstorm a few suitable domain names for the 
following businesses and check whether they are already 
registered.
(a) Allen and Volkan are partners in a mortgage brokerage 

business trading as ‘Select mortgage and financial 
services Dandenong’.

(b) Daniel operates a business as an electrician trading 
under the name of ‘i-active electrical’.

(c) Mick operates a trucking business trading under the 
name of ‘KNN transport’.

13 If Solomon earns $34 000 a year from his plumbing 
business, how much tax would he pay as:
(a) a sole trader
(b) the owner of a company.

14 How much tax would Harry and his wife Sally each 
have to pay if they earn a total of $80 000 from their 
50/50 partnership running a florist business?

15 Do you think a company is better or worse for tax 
purposes than a sole trader or partnership? Justify 
your response.

The Fair Trading Act 1999 is 
A Victorian state law designed to 
complement the federal CCA by 
providing state specific laws.

Consumer Affairs Victoria is Victoria’s 
government body established to regulate 
the marketplace, helping ensure fairness 
for businesses and consumers.

Weblink
Consumer Affairs Victoria — 
Fair trading

Legal requirements5.1
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Chapter 5 • Legal requirements and financial considerations  129

5.2 Establishing bank accounts

KeY COnCept Opening and managing the right bank account is an important decision for 
a business.

An essential part of establishing a business in Australia is opening a business 
bank account. While most business owners may already have an individual bank 
account for their personal use, it is highly recommended that the transactions of the 
business are performed through a separate bank account. There are several reasons 
for this:
• The ‘separate entity’ accounting principle states that we should always record the 

transactions of the business and its owners separately. This is far easier to do with 
separate bank accounts.

• It is easier to monitor the financial performance and position of the business if it 
has a separate account to that of its owner.

• Calculating business expenses such as bank fees and revenue, such as interest 
earned, is simpler and makes it less time consuming and costly to prepare tax 
returns for the business.
Opening a business bank account can be as straightforward as walking into 

a local branch and agreeing to the terms offered by the bank. However, choosing the 
right bank account from the right financial institution requires consideration of the 
 following factors:
• Bank fees. Banks are notorious for charging hidden or ‘not so obvious’ fees. While 

these fees are generally stated in the terms of the agreement somewhere, it is 
the  customer’s responsibility to read the paperwork carefully and ask questions 
if unsure.

• Interest rates. This is probably the most important factor in determining which 
is the best alternative, as the interest rate will determine how much money the 
 business will earn on the amount of money they have in the bank account.

• Overdraft facility. Some financial institutions allow a business to withdraw more 
money than they have available in their account. This is known as a bank  overdraft 
facility and can be an important feature for a business who might temporarily fall 
low on cash flow.

The separate entity principle means 
the owner’s finances are separate 
to that of the business and therefore 
should be recorded separately.

It is important to compare the various 
options offered by different financial 
institutions when opening a bank 
account.
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130  Unit 2 • Establishing a business

• Credit cards. Having a business credit card can also be convenient for the owner. 
Different credit cards have different features, including the maximum amount that 
can be used, as well as the interest rate on unpaid balances. The terms of the 
credit card should also be closely evaluated when deciding on which financial 
institution to open a bank account with.

• Convenience and support. Some financial institutions offer a more practical way of 
banking. While smaller banks and credit unions can often offer a lower interest 
rate, they often lack the infrastructure to support the business owner with 
their  banking needs in a way that larger commercial banks can. Having a local 
branch with supportive staff and a variety of secure internet banking options 
 available is a convenience that can ease the burden of running a business for 
its owner.

A credit card can be a convenient tool for a business that regularly repays the amount that 
is owed. The owner must ensure they are up to date with repayments as many banks charge 
exorbitant rates on unpaid balances.

Unit 2 Business 
bank 
accounts
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 5

teSt your understanding
1 What is the ‘separate entity principle’ in accounting?
2 Explain one reason why a business should have a separate 

bank account to that of its owner.
3 Why is it important to carefully read the terms of the 

agreement before signing up for a new bank account?
4 What is an overdraft facility?

appLY your understanding
5 Describe a scenario in which an owner would need to use 

the bank overdraft facility.
6 Give two reasons why a business owner might opt for 

a larger commercial bank, even though they have higher 
fees and interest rates than a smaller bank?

7 Use the following weblinks in your eBookPLUS to visit the 
websites of the following banks, and outline some of the 
support services they offer to their business customers: 
(a) Commonwealth Bank of Australia
(b) National Australia Bank
(c) Westpac Banking Corporation
(d) ANZ

Weblinks
Commonwealth Bank of Australia
National Australia Bank
Westpac Banking Corporation
ANZ

Establishing bank accounts5.2
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Chapter 5 • Legal requirements and financial considerations  131

Establishing financial control systems5.3
KeY COnCept Financial control systems are used to help the business monitor, manage and report its 
financial performance.

As a business takes flight, its day-to-day operations will command much of the 
owner’s attention and effort. To build momentum, however, the business will need 
to establish financial control systems that allow the business to monitor, manage and 
report its financial performance. Financial control systems will vary from business to 
business depending on its size and nature. Some of the more common financial con-
trol systems business implement relate to its accounting and record keeping systems, 
auditing and cash flow management.

record-keeping systems and strategies
Businesses are required by law 
to keep records of their financial 
transactions for at least five years 
for tax purposes. This includes 
all documents relating to income 
and expenses such as tax invoices, 
receipts and bank statements, as 
well as other important documents 
such as employee contracts. While 
the Australian Taxation Office 
(ATO) allows businesses to keep 
all such information electronically, 
it is important that businesses keep 
their electronic information backed 
up and secure.

Maintaining accurate records is not only an obligation of the business, but also 
serves as an invaluable tool for decision making. Without accurate records, an owner 
has a restricted understanding of how the business is  performing and where improve-
ments need to be made. Furthermore, investors and financial institutions are unlikely 
to invest in or make loans to a business that cannot demonstrate its financial position.

While maintaining accurate records can be a time-consuming and daunting task, 
having the right systems and strategies in place can cut down and simplify the 
 workload significantly.

record-keeping strategies
A business owner should consider the following record-keeping strategies.
• Use bookkeeping software such 

as MYOB or Quickbooks. 
Learning to use the  program 
may be difficult, which is 
why many businesses engage 
professional bookkeepers to 
enter the financial transac-
tions on a weekly basis.

• Consider hiring a bookkeeper 
if they are not confident 
they have the time, skills 
or knowledge to accurately 
record financial transactions.

Financial control systems are the 
processes that allow a business to 
accurately monitor, manage and 
report its financial performance.

Hiring a bookkeeper can help ease the burden on business 
owners.

Bookkeeping involves the 
keeping and processing of a 
business’s financial records.

Being organised is the key to maintaining accurate 
records. Each business needs to develop a system of 
efficiently categorising and sorting its records.

Unit 2 Record-
keeping 
strategiess
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 6
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132  Unit 2 • Establishing a business

Although some employees may feel 
uncomfortable about the idea of an 
external auditor checking the validity 
of their work, audits can lead to great 
improvements in the accounting 
processes and internal controls of a 
business.

teSt your understanding
1 What are financial control systems?
2 How long must a business keep records of its financial 

transactions for tax purposes?
3 Why is it important for a business to maintain accurate 

records?
4 Describe four strategies that a business could use to 

assist in its record keeping.
5 Explain the difference between internal and external 

auditing.

6 Why is it important for a business to monitor its 
cash flow?

appLY your understanding
7 How do you think the financial control systems of a 

chicken shop might be different to that of a builder? 
Highlight at least two differences.

8 Why do you think an external auditor might provide 
more useful feedback to a business than an internal 
auditor?

• Establish a good filing system, and process documents and transactions into their 
record-keeping software regularly.

• Keep records as simple as possible to understand while still containing all of the 
relevant information.

• Be organised and make sure they don’t let record keeping duties pile up.
• Make sure they obtain all documents, such as invoices, at the time of the transac-

tion and record all of the necessary details as soon as possible.
• Do not mix up business records with their personal finances.
• Seek assistance where needed. The ATO provides plenty of support through their 

telephone hotline and online information, as well as free assistance visits from tax 
officers. A registered tax agent can also provide assistance for a fee.

Auditing
Auditing is the process of testing and evaluating a business’s accounting processes and 
internal controls. Auditing can be done internally, whereby employees of the business 
perform the audit, or externally, whereby another business performs the audit. While 

contracting experienced external auditors can 
provide the business with valuable feedback, it 
is often a costly exercise that many businesses 
avoid.

Cash-flow management
Managing cash flow is crucial to the survival of 
the business. Regardless of whether the busi-
ness is making a profit, if it does not have the 
cash needed to pay its day-to-day expenses it 
will find itself in a great deal of trouble. A prof-
itable business can ensure such issues do not 
arise by implementing some of the following 
strategies:
• keeping track of money that is owed to the 
business and chasing up outstanding debts

• hiring accounts receivable staff to ensure that customers are paying the full amount 
on time

• offering discounts to customers who pay cash or make payments early
• withholding future supplies to customers who are late in paying their account or 

who have outstanding amounts owing
• arranging readily available short-term loans and a bank overdraft.

Auditing is the process of testing and 
evaluating a business’s accounting 
processes and internal controls.

Unit 2 Financial 
control 
systems
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 7

Establishing financial control systems5.3
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Choosing suppliers5.4
KeY COnCept A business must choose a supplier that caters for its needs in a socially 
responsible manner.

Choosing the right suppliers is an important part of developing a successful business. 
Failing to do so can cripple the ability of the business to provide goods and services 
to their customers. Furthermore, if a supplier fails to act in a socially responsible 
manner, it can damage the reputation of the business as well as the integrity and 
culture within the business. Although different businesses will have different supplier 
needs, they all need to consider certain aspects when choosing suppliers.

price
For a business to remain profitable it must keep costs low where possible. While the 
price of the raw materials or goods offered by the supplier should not be the only 
 consideration, it will often be the deciding factor for a business that competes on price.

Quality
The quality of the goods and 
materials provided by suppliers 
will generally determine the 
quality of the end product offered 
by the business. If a business 
wishes to develop the reputa-
tion of offering quality goods and 
service to its customers, it needs 
to source quality inputs from its 
suppliers. Businesses also need to 
ensure that the goods it purchases 
from international suppliers are 
in compliance with Australian 
quality and safety standards. 
Failing to do this do so can have 
serious legal  consequences for the 
business owner.

reliability
Businesses which have a fast turnover of stock often rely on quick and timely delivery 
from their suppliers. If a business doesn’t receive the goods that are needed to con-
tinue its operations, it may not only lose sales but also its reputation may suffer as a 
result of not being able to deliver to its customers.

proximity
Being in close proximity to suppliers can save the business time and money. A shorter 
distance means less travel time before goods arrive, and can also reduce the cost of 
transporting the goods. Sourcing supplies locally is not only more environmentally 
friendly but also helps to support the local economy — this is considered socially 
responsible.

Corporate social responsibility
A business that uses suppliers that are not socially responsible cannot be  considered socially 
responsible themselves. It is the duty of a business to take reasonable care when selecting 

Unit 2 Selecting 
suppliers
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 8

A business must carefully inspect the goods of its supplier before 
committing to purchase.
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a supplier to ensure that its own business is not tainted by the poor practices of a supplier. 
If a business relies heavily on a given supplier it should enquire about and, if possible, 
inspect the operations of that supplier prior to making any long-term commitments.

teSt your understanding
1 Why is it important for a business to choose the right 

supplier?
2 List five considerations a business would make when 

choosing a supplier.
3 Why is the location of a supplier an important factor for 

many businesses?

appLY your understanding
4 Why is it important for a business to ensure it sources 

inputs that are in accordance with Australian standards 
for quality and safety?

5 (a)  List, in order of importance, the factors that a $2 shop 
would consider when choosing a supplier.

(b) List, in order of importance, the factors that a high-end 
cosmetics retailer would consider when choosing a 
supplier.

(c) List, in order of importance, the factors that an organic 
fruit and vegetable shop would consider when choosing 
a supplier.

(d) Compare your answers for each of the above scenarios 
and explain why your answers differed for each.

rana plaza

On the 24 April 2013, the Rana Plaza building in Bangladesh collapsed, killing 
1134 garment workers and injuring many more. The horrific event once again shed 
light on the questionable behaviour of over 150 international brands, which source 
the cheapest possible garment suppliers on the planet, ignoring crimes inflicted on 
the impoverished workers.

The collapse was caused by a complete disregard of health and safety standards 
that would result in heavy fines and imprisonment had such negligence taken place 
in Western nations such as Australia. Workers were paid just $40 a month, were 
often physically abused and forced to work in inhumane conditions for long hours.

It became apparent to many consumers that much of the garment industry, 
which had once been forced to uphold decent standards for their workers when 
factories were located in Western nations, was now taking advantage of the 
desperate needs of poverty stricken Bangladeshis.

Many of Australia’s biggest retail brands including Just Jeans, Peter Alexander, 
Portmans, Best & Less and Lowes pleaded ignorance to the circumstances 
in which their clothing is manufactured and have been more resistant than 
other companies such as Kmart and Target to alter their supply chain policies. 
Subsequently, many consumers have boycotted such brands and have turned to 
more reputable retailers instead. The move reflects a growing level of awareness 
among Australian consumers who are on the lookout for socially responsible 
alternatives when adding to their wardrobes.

Case study questions
1   What happened on the 24 April 2013 in Bangladesh?
2    What kind of working conditions did the garment workers face prior to the 

collapse?
3    Why do you think businesses allowed the workers of their suppliers to be 

treated in a way that they would not treat their Australian workers?
4    To what degree do you think the Australian retailers were responsible for the 

poor working conditions and eventual collapse of Rana Plaza?
5    Do you think the Australian government should hold Australian businesses more 

accountable for their use of unethical supply chains? Justify your response.
6    Do you think the Rana Plaza collapse is still relevant today? Using the internet, 

write a paragraph on how the world has reacted to Rana Plaza in the past 
few years.

When the Rana Plaza building collapsed 1134 
garment workers died.

Many consumers around the world have boycotted 
the retail outlets that were sourcing garments from 
Rana plaza suppliers.

Choosing suppliers5.4
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Policies and procedures5.5
KeY COnCept Policies and procedures must be developed and implemented to establish and 
communicate basic expectations about behaviour and decision making.

policy
A policy is an established set of broad guidelines to be followed by all employees. Your 
school will have a well-defined policy on bullying and harassment. This policy would 
have been widely communicated in your school.

One important area of policy development for all businesses is discrimination. 
Several federal and state laws aim to end discrimination in the workplace, including 
Victoria’s Equal Opportunity Act 2010. This law supports businesses to take action in 
eliminating discrimination, sexual harassment and victimisation. All equal opportu-
nity policies in Victoria must conform to the provisions of this Act.

A policy is an established 
set of broad guidelines to be 
followed by all employees

Victoria’s Equal Opportunity 
Act 2010 is a law that supports 
organisations to take action in 
eliminating discrimination, sexual 
harassment and victimisation

DIVErSITy AND EQUAL opporTUNITy poLICy

Scope
This policy applies to all employees and contractors 
engaged by Toll globally.

principles
Toll’s commitment
We are committed to:
• attracting and selecting a diverse range of 

people based on merit and through fair and 
equitable processes, without regard to personal 
attributes

• providing a workplace that is free from 
inappropriate conduct such as bullying, 
discrimination, harassment, vilification, 
victimisation and violence

• educating and training our employees on 
the value of diversity and their roles and 
responsibilities in relation to diversity and 
equal opportunity

• providing tools/process for employees to raise 
grievances and for Toll to annually review these 
tools/processes

• fostering diversity through the setting of 
measurable objectives which are reported in 
the Annual Report

• providing flexible work options to:
–  assist our employees balance their work and 

personal lives
– enable us to retain a diverse workforce

• providing training and leadership programmes 
that promote respect and fairness in how we 
work with and value others

• complying with local legislation such as, but 
not limited to, anti-discrimination.

Expected workplace behaviour
Toll expects all employees and contractors of Toll to:
• at all times behave in a manner that is 

consistent with Toll’s commitments set out in 
this policy; and

• report any instances where the actions or 
behaviours of Toll employees are not consistent 
with Toll’s commitments set out in this policy.

Implementation of this policy
The Group Managing Director is responsible for this 
policy across all business units, worldwide.

The Group Managing Director will communicate 
this policy and any subsequent updates or 
amendments to it, to all Divisions within the 
company for implementation.

The diversity and equal opportunity 
policy for Melbourne-based company 
Toll Holdings Ltd.

When you read the Toll Holdings policy you will notice that a framework for behav-
iour, decisions and actions has been established for all members of the business. In 
this way, the policy ensures the daily actions of every employee are consistent with the 
values, objectives and strategies of the business. Policies, therefore, guide employees.

Clearly defined policies promote good practice and help ensure employees are 
working within the requirements of the law. The right policies can also help to estab-
lish a positive culture within the business, which will in turn improve its financial 
performance.

procedures
A procedure is a series of actions that enable a policy to be put into practice. It is a 
step-by-step set of instructions. A procedure can also be used to provide a means 
of resolving a dispute brought about by a breach of a policy. In this way procedures 

A procedure is a series of actions that 
enable a policy to be put into practice
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establish business routines which put into effect the policies that help the business to 
achieve objectives. Most businesses have procedures for paying accounts, handling 
grievances, preparing budgets, and dealing with customer complaints.

To support an equal opportunity policy, for example, specific procedures establish 
how a complaint is handled. These procedures might include:
• how to record the complaint
• the process used to investigate an allegation of sexual harassment, bullying or 

discrimination
• how to arrange counselling for victims
• the process used to counsel, warn or terminate employees responsible for sexual 

harassment, bullying or discrimination
• the steps to be taken when an allegation is found to be untrue.

Similar to policies, procedures provide a sense of consistency within the business 
by putting in place common methods to deal with problem solving or routine tasks.

policy development
Having policies and procedures helps a business achieve its objectives.  Management 
can guide the development of policy to reinforce positive aspects of corporate culture, 
such as teamwork and cooperation.

Policies should be reviewed regularly. The need to change a policy may originate 
with any of the stakeholders of the business. Regardless of where the pressure to 
change occurs, the business will need to use a policy development process.

The need for a new policy may arise because there is an issue or problem that 
needs to be resolved, or a change to the law that necessitates the introduction of 
a new policy into the workplace. For example, any changes to the Victorian Equal 
Opportunity Act will require businesses, such as Toll, to review their policies, making 
sure there is no discrimination. Following research and analysis, a  summary of 
changes should be provided to all stakeholders, seeking feedback. Once a decision 
has been made to proceed with the policy development, a team would write a draft 
policy, incorporating the feedback of  stakeholders and any changes to legislation.

After the draft policy has received feedback, it should be revised and then pre-
sented to senior management for approval. A final version must be  distributed to all 
stakeholders and it needs to be clearly communicated to all staff.  Management and 
staff may need training related to understand the new policy and its implications. 
After the policy has been introduced it will need to be monitored and evaluated to 
ensure it is easily understood and is being followed.

Identify an issue or problem

Research and analyse business 
environments

Consult stakeholders

Develop a draft policy for review 
by stakeholders

Revise the policy

Approve and distribute the new policy

Monitor and evaluate the policy

A typical policy development process

Unit 2 Policies and 
procedures
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 9

teSt your understanding
1 What is the purpose of policies and procedures?
2 Examine the Toll diversity and equal opportunity policy 

and answer the following questions.
(a) To what Act are all equal opportunity policies in Victoria 

required to conform?
(b) Whom does the policy cover?
(c) In what ways is Toll committed to a diverse and 

discrimination-free workplace?
3 List three other areas for which a business needs to have 

policies.
4 Outline the difference between a policy and a  

procedure.
5 What are the main pressures for a change in policy?
6 Explain the steps in a policy development process.

appLY your understanding
7 Inspect a number of policies being used in a business with 

which you are familiar. Evaluate the effectiveness of each 
policy by looking at aspects such as:
(a) the connection of the policy to the objectives of the 

business
(b) the extent of consistency within the policy
(c) how easy it is to follow.

8 Use the Coca-Cola Amatil weblink in your eBookPLUS 
to locate Coca-Cola Amatil’s environmental policy. What 
information does this 
policy contain? Can you 
find other policies on this 
website? What information 
is in the other policies? 

Weblink
Coca-Cola Amatil

Policies and procedures5.5
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AppLy yoUr SKILLS Working in teams to develop  
a school policy

praCtiSe YOUr SKiLLS
• Define, describe and apply relevant business management concepts and terms
• Acquire, record, interpret and share business information and ideas
• Research and analyse case studies and contemporary examples of business management applicable to 

establishing a business
• Apply business management knowledge to practical and/or simulated business situations
• Evaluate the costs and benefits of decisions when establishing a business, and justify the strategy chosen

1 In groups of 2–4 people, brainstorm a set of guidelines that you would include in 
a policy concerning the following issues at your school:
• the appropriate use of mobile phones
• school bullying
• the appropriate use of laptops or tablets at your school
• involvement in school events such as sport
• school uniform
• student discipline
• any other issue that your teacher deems appropriate.

2 Develop a process that you would undertake to implement that policy.
3 Consult your teacher and other students about the effectiveness of the policy you 

have created.
4 Write down the feedback and review the policy that you have developed.
5 How effective do you think your policy would be at improving the school?
6 What are some problems your school might face with the implementation of this 

policy?
7 Compare your policy to any existing school policies (these can usually be found 

on your school website), show the differences and similarities in a T-chart.

It is important that schools have a strategy for dealing with issues such as bullying.
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Technological and global issues   5.6 
  KeY COnCept   A business must adapt to the rapidly changing global environment in order to 
be successful.     

 Today’s world of business is more dynamic than ever before. The world is  experiencing 
an era of technological advances and globalisation. 

 In a rapidly changing environment, a business needs to plan for and respond 
quickly to technological and global issues that may affect the way it operates. Failing 
to do so will leave the business behind its competitors who capitalise on the situation. 
While it is often diffi cult to predict events that are completely outside of the business’s 
control, an entrepreneur must always learn about any changes that could affect the 
business prior to establishing it. 

 Technological issues 
 Advances in technology can be both a blessing and a 
curse for a business. A business that can incorporate 
such advances into its operations successfully will 
thrive, while those that are too slow to take up the 
change or invest in the wrong technology are unlikely 
to experience much success. Much of the cutting-edge 
technology that businesses currently use will be redun-
dant several years from now and some business models 
will become outdated by new technology. 

 Technology not only affects how a business creates 
its goods and services, but it also plays an increasingly 
important role in the administration and marketing of a 
business. While there are constantly new issues arising 
surrounding the impact of technology on businesses, 
we can get a better understanding of their importance 
by looking at some contemporary examples. 

 The world is more connected now in terms of trade and communication than ever before.  

 ❛ “The world is 
changing very fast. 
Big will not beat 
small anymore. It will 
be the fast beating 
the slow.” Rupert 
Murdoch, Founder of 
News Corporation ❜ 

 3D Printers can produce anything from replacement body parts to full size 
houses.  
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robotics is the engineering 
behind the design, construction 
and application of robots.

Three-dimensional (3D) printing is 
the production of a physical object 
from a digital design or model.

Technology in manufacturing
Perhaps some of the most interesting technological advances in recent years affecting 
production are three-dimensional (3D) printing and robotics.

The application of 3D printers has expanded from small scale model replication in 
laboratories to the construction of entire buildings. The potential of 3D printer tech-
nology is limitless on a commercial scale, and is already being used across a variety of 
industries to make objects in precise accordance with their design.

Increasingly complex robots are being developed that can perform a wider range 
of tasks to a greater degree of precision than is humanly possible. While robotics has 
been used in manufacturing for many decades, the significant improvement and more 
widespread application of robotics leaves no doubt as to its significance for the future 
needs of many businesses.

Despite a technology’s potential, businesses need to evaluate whether the tech-
nology available is cost-effective or whether traditional methods are more practical. 
The business should consider that, while technology such as robotics may be initially 
expensive and require maintenance, in the long run it may be less expensive than the 
cost of manual labour and human error.

Robots can perform some tasks to a higher degree of accuracy and speed than humans can.

Unit 2 Technology 
and 
globalisation
Summary 
screen and 
practice 
questions

AOS 1

Topic 1

Concept 10

Technology in administration
Smartphone applications and web-based software for businesses has progressed in 
leaps and bounds over the past decade. The owner of a business can now do  everything 
on a smartphone, from viewing live security camera footage to email  correspondence 
and web-based conferencing. Furthermore, the cost of developing software specific to 
the needs of the business has significantly reduced, with options to outsource such 
work to cheaper international IT contractors.

Technology in marketing
Perhaps the most significant change businesses have experienced in recent years has 
been to marketing, through the rise of social media advertising. It is now important to 
develop a social media advertising strategy when establishing a business.
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Facebook, Twitter, LinkedIn, YouTube, blogs, podcasts and online communities 
are all examples of social media channels, and have been behind the recent revolu-
tion in social media  advertising (SMA). Businesses are becoming increasingly aware that 
SMA can have positive results,  especially when used in combination with traditional 
 advertising methods.

The main advantages of SMA are that it is:
•  inexpensive in comparison to traditional marketing methods
•  easy to use and monitor
•  an effective method of gaining exposure.

However, SMA does have two main disadvantages:
• A marketer does not have control over what online consumers write about the 

business’s product. Bloggers have the freedom to discuss, review, criticise and even 
ridicule a product or business.

• Unlike more traditional online advertising, it is difficult for a marketer to  accurately 
measure the reach and frequency of SMA.

Establishing customer databases
Technology has also allowed businesses to establish far greater customer databases 
 consisting of larger pools of potential and existing customers. This is largely due to the 
amount of data that can be collected from an increasing number of internet searches. 
The data is most commonly retrieved from market research companies, who then sell 
the information to businesses for a fee.

Businesses need to ensure that the private details of their customers are well 
 protected from hackers who may profit from identity theft should they get their hands 
on sensitive information.

Global issues
Despite the fact that the world’s population has increased exponentially over the past 
century, the world is in many ways much smaller. The globalisation phenomenon has 

Social media advertising is a form of 
online advertising that uses social media 
channels to deliver targeted commercial 
messages to potential customers.

An advertisement’s reach refers 
to the number of people 
exposed to its message.

The frequency of an advertisement 
measures the average number of times 
someone is exposed to its message.

A customer database is a bank 
of information on existing and 
potential customers, including 
such details as their personal 
details, previous interactions, 
buying habits and preferences.

 DiD YOU KnOw?
Identity fraud occurs every two 
seconds.

Technological and global issues5.6

Smartphones have made social media far more accessible and practical. In doing so it has changed the 
way in which people communicate.
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Ferguson Australia — an export success

Ferguson Australia is a leader in the multi-million dollar 
rock lobster industry, and its success has come from 
innovative thinking. In 2002, the business did some 
market research with focus groups and found that there 
were many customers who loved lobster but did not 
want to go to the trouble of shelling one. This marketing 
information was taken seriously, and the company 
has experienced much success in selling value-added 
products to the domestic and overseas markets. One of 
its successful inventions is selling lobster without its hard 
red shell. The product is ready to eat without all that 
shelling.

The company’s live and value-added lobsters, oils and 
other seafood products are exported to France, Germany, 
China, Hong Kong, Malaysia, the United Kingdom, Russia 
and many other countries. Ferguson Australia supplies 
11 out of the 20 top restaurants in the world.

General Manager Debra Ferguson said, ‘We looked 
at global food trends and saw that there was a strong 
movement towards portion control, better packaging, set 
prices — and telling the stories behind products.’

Ferguson Australia sell their 
seafood on the global market. 
Marketing manager Kate 
Ferguson holds an Australian 
southern rock lobster that will 
be sold in Malaysia.

presented many opportunities as well as problems for businesses in the twenty-first 
century. The removal of trade barriers has allowed Australian businesses access to 
a wider range of suppliers, resources and customers, as well as competitors.

Suppliers
Australian businesses now have access to a global supply network that offers a wider 
range of more affordable goods and services. Technology has allowed businesses to 
make contact with overseas suppliers over the internet, with software such as Skype 
enabling regular face-to-face communication. Furthermore, the reduction of trade 
barriers such as quotas and tariffs has made the cost of importing goods from sup-
pliers cheaper than ever. As is discussed in chapter 4 it is essential that a  business 
choose socially responsible suppliers with which to do business or it risks a backlash 
from employees and customers.

Customers
The reduction in trade barriers is not unique to Australia. Many Australian businesses 
have grown substantially as exporters which now have greater access to international 
markets. The economic growth of nations such as China has resulted in a greater 
demand for Australian commodities, which was largely responsible for the mining 
boom experienced over the past decade. Demand for Australia’s premium agricultural 
products has also presented excellent opportunities to Australian farmers.

A quota is a restriction on the 
number of imports from overseas.

A tariff is a tax on goods produced 
overseas for import into Australia.

An exporter is a local business 
that manufactures goods for 
overseas customers.

Competitors
Globalisation has been a double-edged sword for Australian businesses. The 
increased opportunities have also meant an increased level of  competition from 
international businesses. Many Australian businesses that were not able to produce 
goods and services as cost-effectively as their international counterparts have been 
forced out of business.  Australia once had booming textile, whitegoods, and auto-
motive manufacturing industries. They are now all but non-existent because of their 
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teSt your understanding
1 What is globalisation?
2 Give two examples from the text of how technology is 

being used by businesses in manufacturing?
3 Describe how the administration of businesses is 

becoming easier with the use of technology.
4 What are the advantages and disadvantages of social 

media advertising?
5 Why must a business ensure that its customers’ personal 

information is protected?
6 How has the removal of trade barriers affected businesses 

in terms of:
(a) suppliers
(b) customers
(c) competitors?

appLY your understanding
7 Video and DVD rental stores were thriving businesses less 

than a decade ago but have since experienced a drastic 
decline in customers.
(a) How would the introduction of a variety of affordable 

video players on the market have affected video rental 
stores?

(b) How would the introduction of a variety of affordable 
DVD players on the market have affected video rental 
stores?

(c) How would the introduction of a variety of affordable 
DVD burners and more easily available pirated copies on 
the market have affected Video rental stores?

(d) How would the spread of high-speed internet and 
downloading websites have affected video and DVD 
rental stores?

(e) How would online movie and TV streaming subscription 
services such as Netflix have affected video and DVD 
rental stores?

8 The National Broadband Network is making fast internet 
available to remote areas around the country.
(a) How might this affect a small regional newspaper?
(b) How might a local plumbing business that receives much 

of its customers through newspaper advertisements 
adjust to the situation?

(c) How might this affect businesses that provide 
subscriptions to online streaming services such as 
Netflix?

9 The global financial crisis has resulted in tighter 
regulations of financial institutions and stricter lending 
policies in Australia.
(a) How might this affect a small business that is 

considering taking out a loan to expand its operations?
(b) How might this affect a mortgage broker who runs a 

small business organising loans across different banks 
for clients?

Technological and global issues5.6
inability to  compete with the cheap labour available to overseas competitors. The 
vast majority of surviving  Australian manufacturing businesses have shipped their 
production overseas.

The iconic Australian car manufacturer Holden ceased all Australian manufacturing operations in 2017.
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CHApTEr 5 rEVIEW

SUMMAry

Legal requirements
• A business must ensure that it is familiar with all of the various legal requirements that may affect it 

as failing to do so can have serious consequences for the business and its owners.
• A business must legally register a business name, domain name, comply with tax regulations, and 

follow legislation regarding workplace health and safety.
• Businesses must ensure they follow state and federal laws regarding trade practices for their given 

industry.

opening a bank account
• A business owner must keep the finances of the business separate from their personal finances.
• A business must carefully consider which banking services offered by different financial 

institutions to use.

Establishing financial control systems
• Financial control systems are used to help the business monitor, manage and report its financial 

performance.
• Businesses are required by law to keep records of their financial transactions for at least five years 

for tax purposes.
• A business can seek support from professionals such as bookkeepers or advice from the ATO to 

ensure it is keeping accurate records of its financial transactions.
• A business can test its accounting processes and internal controls through the process of auditing.

Choosing suppliers
• A business should consider the price and quality of its suppliers’ goods, as well as the reliability and 

proximity of the supplier.
• A business must choose a supplier that caters for its needs in a socially responsible manner.

policies and procedures
• A policy is an established set of broad guidelines to be followed by all employees.
• Policies need to reflect the legal requirements of the business as well as the behaviour desired within 

the business.
• A procedure is a series of actions that enable a policy to be put into practice.
• Policies and procedures establish business routines that help a business achieve its objectives and 

need to be reviewed regularly to ensure that they remain relevant.

Technological and global issues
• A business must adapt to the rapidly changing global environment in order to be successful.
• The business world is experiencing rapid technological advancements in the areas of manufacturing, 

administration, and marketing.
• Market research companies can provide valuable information to business about prospective 

customers.
• Businesses must ensure that the private information of their customers is safe from identity theft.
• Globalisation has allowed Australian businesses to access a wider range of customers and suppliers 

but it has also exposed them to increased competition from international businesses.

rEVIEW QUESTIoNS

teSt your understanding
1 Describe two legal requirements of starting an online business.
2 Which government body is in charge of administering and collecting tax for the federal 

government?
3 Describe three federal taxes a business can expect to pay at some stage.
4 List three objectives of the Work Health and Safety Act 2011 (Cwlth).

Digital document
Glossary
Download a glossary of key terms 
from this chapter.
Searchlight ID: doc-18792

Digital documents
Missing word glossary quiz
Test your knowledge of key terms 
from this chapter.
Searchlight ID: doc-18793

Crossword
Check your understanding by 
completing this crossword on key 
concepts from this chapter.
Searchlight ID: doc-18794

UNCORRECTED P
AGE P

ROOFS



144  Unit 2 • Establishing a business

5 List three costs that would be covered by WorkCover insurance.
6 How does the ‘separate entity’ principle of accounting relate to bank accounts opened 

by a business owner?
7 Outline three considerations a business should make when deciding on which bank account 

to open.
8 Outline five record-keeping strategies a business might implement.
9 How can undergoing an audit help a business?

10 Why is it important for a business to manage its cash flow?
11 Describe three factors a business should consider when choosing a supplier.
12 How do policies help a business achieve its objectives?
13 What are procedures and how do they relate to policies?
14 List the seven steps of a typical policy development process.

AppLy your understanding
15 Imagine you are about to start a business of your choice. You are to complete the following 

questions relating to your business and discuss any factors that you would need to consider.
(a) What is the name of your business? (Remember to discuss the factors that you have 

considered.)
(b) What is the domain name of the business?
(c) What sort of bank account will you open and with which financial institution? (You can use the 

internet to compare rates and terms.)
(d) Describe three financial control system strategies that would apply to your business.
(e) Using the internet, describe the supplier that you would use for one of your inputs (include the 

price and specifications of the product as well as basic information about the supplier).
(f) Describe how you would develop one policy for your business.
(g) Discuss why the policy you chose to develop is important to the success of the business.
(h) Identify three types of technology that your business would be likely to use.
(i) Discuss whether your business will have the potential to expand into overseas markets.
(j) Discuss whether you believe your business has international competitors. If so, identify one.

SCHooL-ASSESSED CoUrSEWorK

OUtCOMe 1
on completion of this unit the student should be able to explain the importance 
of complying with legal requirements when establishing a business and discuss 
the importance of financial record-keeping and establishing effective policies 
and procedures.
To achieve this outcome the student will draw on key knowledge and key skills 
outlined in Area of Study 1.

aSSeSSMent task — Making business decisions in a crisis scenario

oak Valley Timber

Oak Valley Timber is a third-generation family-run business operating in Tasmania. The founder Bill 
Stevenson started the timber company in 1948 with his friend Brett Smith, who died when struck 
by a falling tree several years later. Today the business has grown to employ over 800 workers 
across eight forests who provide quality timber to a variety of commercial customers. The business 
is still based in Tasmania but has operations in Victoria, South Australia, New South Wales and 
Queensland. CEO Jason Stevenson has recently inherited the leadership of the business from his 
father during a time of turmoil. The business is facing a number of significant problems which 
Jason must turn around.
• The number of workplace injuries is significantly higher than the industry average.
• There has been several reports of sexual harassment by the female workers (who are in 

the minority).
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After being briefed on the problems faced by Oak Valley Timber, the CEO has asked you to provide 
guidance by addressing the following questions.
1 Identify the laws that relate to the safety of workers and discrimination against female 

employees.
2 Describe the possible consequences of Oak Valley Timber failing to create a safe working 

environment for its employees.
3 Outline the policy process that would address occupational health and safety issues.
4 Describe the procedures that should be put in place to ensure the occupational health and 

safety policy is being followed.
5 Outline the policy process that would address sexual harassment.
6 Describe the procedures that should be put in place to ensure the sexual harassment policy is 

being followed.
7 Discuss how the problem with employee retention might be related to the safety and 

harassment of workers.
8 How do you think developing effective policies might solve the productivity problem?
9 What other policies might the business consider developing to help it become more socially 

responsible?
10 What are the consequences of the business continuing to operate in a way that is harmful to the 

natural environment?
11 What actions could the business take to reduce its negative impact on the environment?
12 How might the business use social media to restore its image and reach out to its stakeholders?
13 Why do you think the free trade agreement has caused the price of Australian timber to drop?
14 How might the business be able to take advantage of the free trade agreement?

• Environmental lobby groups have accused the business of unsustainable logging practices.
• A staff survey recently highlighted that many staff feel unsafe at work and were unaware of 

how to reduce the risks associated with their jobs.
• The business is struggling to retain its best workers and productivity is falling as a result.
• A Facebook page has been created by environmentalists who are displeased with the 

unstainable logging practices of Oak Valley Timber.
• A new free trade agreement with China has resulted in rising imports of bamboo which have 

seen a fall in the price of Australian timber.
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