
6 Economics and Business 
concepts and skills
6.1  Overview
Numerous videos and interactivities are embedded just where you need them, at the point of learning, in your 
learnON title at www.jacplus.com.au. They will help you to learn the content and concepts covered in this topic.

6.1.1 Introduction to the world of Economics and Business
Have you ever been to a farmer’s market? Traded lunch with your friends? Been paid for doing chores around 
the house? Or have you ever seen an ad for a product from a long time ago where the price was a fraction of 
what it is now? If you answered yes to just one of those questions, chances are you already know a lot about 
economics and business.

This topic looks at economics and business concepts including scarcity and the choices we must make as 
a consequence of this economic problem, allocation of resources and markets, specialisation and trade, the 
interdependent nature of our economy, and economic performance and living standards. Studying Economics 
and Business provides you with valuable knowledge for making decisions in everyday life. You will develop 
skills including questioning and researching, analysing, evaluating, communicating and reflecting.

FIGURE 1  Have you ever seen an ad for a 
product from a long time ago where the price 
was a fraction of what it is now?

Resources

eWorkbook Customisable worksheets for this topic (ewbk-6059)
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6.2  Concepts in Economics and Business

The world of Economics
As you have learned in previous years, economics is a social science (a study of human behaviour) that 
explores how individuals, businesses and governments make decisions. Economics also examines how limited 
resources are used to produce and distribute goods and services that will satisfy society’s unlimited needs and 
wants. Basically, economists investigate choices and how to make people better off in terms of their living 
standards. The world of economics is everywhere; it is occurring right now all around you, happening day and 
night, going on today and will continue tomorrow. The economic environment is also always changing. This 
means that it is a dynamic and exciting world, full of surprises and opportunities.

The world of Business
The world of business is all around us. You may have a job working for a business, or know someone else 
who does. You have most likely purchased something from a business at some stage. Perhaps you have even 
operated your own ‘business’ — mowing neighbours’ lawns, babysitting, washing cars or setting up a stall at 
a local market. A business is any activity that is conducted by an individual or individuals to produce and sell 
goods and services that will satisfy the needs of society, with the main objective of making a profit. As well as 
making profit for owners, businesses make important contributions to the economy.

The Economics and Business concepts can help us to make sense of the world. By using these concepts you can 
identify questions, guide your investigations or assist decision making about the world you live in, and you can 
use them to try to imagine a different world. The six key concepts are:scarcity, making choices, specialisation 
and trade, interdependence, allocation and markets, economic performance and living standards.

economics    a social science 
(study of human behaviour) that 
analyses the decisions made 
by individuals, businesses and 
governments about how limited 
resources are used to satisfy 
society’s unlimited needs and 
wants

business    any activity conducted 
by an individual or individuals 
to produce and sell goods and 
services to make a profit

LEARNING INTENTION

By the end of this subtopic, you will be able to explain the six Economics and Business key concepts: scarcity, 
making choices, allocation and markets, specialisation and trade, interdependence, and economic performance 
and living standards.

Economics
and

Business
concepts

Scarcity

Making choices 

Allocation
and markets 

Specialisation
and trade

Interdependence

Economic
performance

and living
standards  

FIGURE 1  There are six key concepts in Economics and Business.
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6.2.1 Scarcity
Scarcity is one of the fundamental 
concepts in Economics and 
Business. This situation involves 
people having limited resources 
available to satisfy their unlimited 
needs and wants. Scarcity is often 
referred to as the ‘basic economic 
problem’. Therefore, scarcity of 
resources creates the need to study 
economics to ensure we share or 
allocate resources fairly. 

Economists define needs as goods 
or services that people must have 
in order to survive. They typically 
distinguish needs from wants, 
which are goods and services that 
are not necessary for survival. 
Wants are a wish or desire for 
something that will make life 
more enjoyable for a person. Sometimes, the difference 
between what is a need and what is a want is not clear. For 
example, most people in Australia consider public transport, 
health care and telecommunications to be needs, along with 
the traditional needs of food, clothing and shelter.

To satisfy our needs and wants, businesses use resources to 
produce the goods and services that we desire. There are four 
main types of economic resources. These are:

 • land. These resources are found in nature, and include 
fertile soil, forests, fruit and vegetables, minerals, oceans 
and rivers.

 • labour. These resources relate to both the mental and physical effort of people who are working. Labour 
includes all of the people who are employed by businesses and government to transform resources into 
goods or services that can be purchased. Examples of labour include farmers, teachers, pilots and baristas.

 • capital. These resources have been created by combining land and labour to 
produce manufactured items used by businesses and governments to assist 
in making other goods and services. For this reason, capital is considered a 
human-made resource. Examples of capital include computers, dams, factories, 
machinery, railways, roads and tractors.

 • enterprise. This resource refers to the ability of individuals who organise and 
combine the other three resources in order to create value. Managers organise the 
other economic resources efficiently in order to run their business successfully.

To produce goods and services, a combination of economic resources will be utilised. 
For example, on a sheep farm, the farm manager organises all of the land, labour and 
capital resources to ensure shearing goes smoothly and efficiently. Land resources 
such as fertile soil, rain and grass are used to raise the sheep. Labour resources such 
as shearers, roustabouts and wool classers are used to cut and organise the wool from 
the sheep. Capital resources such as the wool shed, shearing machines and wool press 
are used to make the process of shearing more efficient. However, as we have seen, the 
resources available to us are limited. For instance, the farm may have had less rainfall 

Unlimited needs
and wants

• Land
• Labour
• Capital
• Enterprise

Limited
resources

• Food
• Clothing
• Shelter
• Water
• Medicine
• Jewellery
• Car

• Travel
• Love
• Entertainment
• Recognition
• Computer
• Electricity

FIGURE 2  The basic economic problem is scarcity, where we have 
unlimited needs and wants, but limited resources to satisfy them — an 
unbalance between wants and resources exists.

scarcity    the economic problem 
of having unlimited needs and 
wants, but limited resources to 
satisfy them

resources    items of value that 
we use to produce goods and 
services to satisfy needs and 
wants, which include land, labour, 
capital and enterprise

needs    goods or services that 
consumers consider necessary to 
maintain their standard of living

wants    goods or services that 
are desired in order to provide 
satisfaction to the user, but which 
are not necessary for survival or 
to meet the basic standard of 
living in a community

Scarcity

Limited
resources

Unlimited
needs

and wants
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this year, so the farm manager may not be able to run as many sheep. There may be fewer shearers in the 
labour market, so the farm manager may not be able to shear the sheep at the best time of year. Or they may 
not be able to afford enough shearing machines so shearing may take longer to complete. Because of scarcity, 
people must choose some things but give up others.  

Land Labour Capital Enterprise

•  Individuals who organise
    and combine the other three
    resources to create value
•  Take on risk by starting
    businesses in the hope of
    making a profit

•  Resources created by
    combining land and
    labour
•  Examples: electricity grid
    system, commercial
    buildings, highways,
    schools, factories and
    machinery

Types of resources

•  Includes all the people
    who are employed by
    businesses and
    government
•  Examples: doctors,
    builders and business
    people

•  Resources found in
    nature
•  Examples: rainfall and
    climatic conditions,
    mineral deposits and
    forests

  FIGURE 3    There are four main types of economic resources: land, labour, capital and enterprise.  

  FIGURE 4    Businesses use economic resources (land, labour, capital and enterprise) to produce the goods and 
services that society wants and needs.  
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6.2.2 Making choices
Due to the problem of scarcity, we must make choices or 
decisions about how our limited resources are used. Making 
choices about alternatives is the essence of economics.

Every choice we make involves an opportunity cost. 
Opportunity cost is the value of the next best alternative 
that is given up when making a decision. In other words, it 
is the loss of a potential benefit from one alternative when 
another alternative is chosen. Opportunity cost can be shown 
by using a production possibility frontier (PPF) or curve. 
A PPF shows the trade off in allocating resources between 
the production of two goods or services. For instance, a 
bakery may want to make bread, cakes or a combination of 
both. Rather than just making a choice between two options, 
the PPF can show the best combination of bread and cakes 
that can be produced with the bakery’s available resources 
(see FIGURE 6a). 

There can only be one opportunity cost; this is the value 
of the next best alternative that is foregone, not the total 
of all the available alternatives. 
Consumers, business and the 
government all need to consider 
opportunity cost when they make 
choices. Consumers constantly 
have to make choices when they 
purchase goods and services, 
and about how they will use 
their time and earn an income. 
Businesses need to make choices 
about what goods to produce and 
how. Governments must make 
choices about how to intervene in 
the economy.

6.2.3 Allocation and 
markets
Making decisions about how scarce resources will be used to satisfy needs and 
wants is known as resource allocation. To make choices to overcome the economic 
problem, all societies have developed systems of production and distribution of goods 
and services, which we call the economic system. All economic systems must answer 
three basic economic questions:

 • What to produce? Decisions must be made about what goods and services 
should be produced and in what quantities. Should we produce cars or bicycles, 
computers or smartphones, wheat or barley, and how much of each? All of these 
production possibilities involve different allocations of resources.

 • How to produce? Decisions must be made about how we produce those goods 
and services. Do we use labour intensive production methods (predominantly 
making use of labour) or capital intensive methods of production (predominantly 
making use of technology or machinery)?

(a) (b)

Cake

B
re

ad

FIGURE 6  Economists understand that the cost of producing bread 
is not simply the price paid for the ingredients, labour and equipment 
used, it is also the value of the next best alternative given up. This is 
the opportunity cost.

opportunity cost    the next best 
alternative given up whenever a 
choice is made

resource allocation    relates 
to decisions about how scarce 
resources are distributed among 
producers, and which types 
of goods and services will be 
produced to satisfy wants and 
needs

economic system    a way of 
organising the production and 
distribution of the nation’s goods, 
services and incomes

Scarcity

Making choices

Limited
resources

Unlimited
needs

and wants

FIGURE 5  Scarcity means making choices 
about how resources are used.
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     • For whom to produce?  Decisions must be made about how those goods and services are distributed; that 
is, we need to determine who will receive the goods and services produced. Does the fi rst person in a line 
acquire the good or service? Should it be the highest bidder? Or do the goods and services go to those 
who need them the most?    

 Many different economic systems have been used throughout history, 
but the type of economic system we have in Australia is called a   market 
capitalist economy  , meaning that we rely on the   market   to allocate 
resources. This is done this through the actions of consumers and 
producers. For instance, producers decide what they will are willing 
to supply based on their available resources and what they are willing 
to charge for their products. However, consumers will choose whether 
they wish to purchase the products offered and can pressure producers 
to lower their prices or alter their product to better suit their needs. In 
a market capitalist economy resources are generally owned by private 
individuals and businesses, and there is little government intervention. 

 In Australia, the three economic questions are largely answered by the 
market. For example: 

     • What to produce?   The market is used to make most decisions about 
the types and quantities of goods or services to be produced. The 
goods and services produced will be determined by the wants and 
needs of consumers and availability of resources. For instance, 
Australia’s climate means consumers have a need for high-quality 
sunscreen and will demand this product from the market. 

     • How to produce ? The market helps to make decisions about the production 
methods to be used by businesses in order to make each good or service. 
The aim of every business is to make a profi t. Therefore, businesses 
producing sunscreen will aim to make the highest quality product using the 
most effi cient methods possible.  

     • For whom to produce?   The market determines how the nation’s goods and 
services will be accessed by members of society. When individuals supply 
land resources, labour or capital to a sunscreen manufacturer they are paid 
for their contribution to production.    

• Decisions must be
   made about what
   goods and services
   are to be produced
   and in what quantities.
• Should we produce
   cars or bicycles,
   computers or
   smartphones, wheat or
   barley, and how many
   of each?

1. What to produce?

• Decisions must be
   made about how we
   produce goods and
   services.
• Do we use mostly
   labour or do we make
   use of technology and
   machinery?

2. How to produce?

• Decisions must be
   made about who will
   get the goods and
   services produced.
• Does the first person
   in line get the good or
   service? Should it be
   the highest bidder?
   Do goods and services
   go to those who need
   them the most?

3. For whom to produce?

  FIGURE 7    Three basic economic questions  

  FIGURE 8    In Australia’s market 
capitalist economy, consumers 
and producers answer the 
three economic questions.  

market capitalist economy    an 
economic system that relies on the 
market to allocate resources based 
on the actions of consumers and 
producers, and where resources 
are generally owned by private 
individuals and businesses

market    the place where goods, 
services or resources are 
exchanged between buyers and 
sellers

TOPIC 6 Economics and Business concepts and skills 175

c06EconomicsAndBusinessConceptsAndSkills.indd   175 25/08/20   2:40 AM

UNCORRECTED PAGE PROOFS



Left to its own devices, the market can allocate resources inefficiently. For example, well-educated or well-
trained income earners usually earn more than unskilled workers and therefore have the greatest access to 
goods and services and lower income earners may miss out on the goods or services that they need. At times 
the profit seeking nature of businesses can lead to negative outcomes for society and the environment. For 
example, the increased use of capital resources and machinery can create more efficiency for a business, it 
may lead to more carbon emissions in the atmosphere and less work for human labour. This can create higher 
unemployment and increase wealth inequality in the economy. Governments may need to intervene in the 
economic life of our country to reduce these problems.

6.2.4 Specialisation and trade
Modern economies utilise specialisation to increase production and provide 
a surplus that can be used to trade. Awareness of this concept means that an 
individual, business or nation will be making the most efficient use of resources.

Businesses will often choose to specialise in the creation of one or a very limited 
range of products or services in order to maximise efficiency and gain expertise 
in the market. This can also allow them to achieve a competitive advantage over 
other businesses in their field both in Australia and internationally. For example, a 
manufacturing business may choose to focus on building seating only for stadiums 
and arenas. Therefore, they can sell these to their local market and export any 
surplus product overseas. 

FIGURE 9  Specialisation can be seen in business. Businesses will often choose to focus on the creation of a 
limited range of products to gain expertise and greater efficiency in production.

specialisation    a method of 
production where a worker, 
business or nation focuses on 
the production of a limited range 
of goods or services in order to 
increase production and make the 
most efficient use of resources

trade    the activity of buying, 
selling or exchanging goods and 
services between producers and 
consumers and/or countries
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Countries also make use of specialisation. If 
one country is more efficient at producing a 
certain product and another country is efficient 
at producing a different product, then it makes 
sense for the two countries to trade. Australia 
is a major producer and exporter of iron ore, 
coal, gold, beef and education-related services. 
However, we import many products such 
as medical equipment, cars and machinery 
from other countries that are more efficient at 
producing such products.

6.2.5 Interdependence
In Economics, we use the term interdependence 
to to describe the way that participants in 
the economy rely on each other. That is, 
individuals, businesses and governments are 
all dependent on each other. For example, 
businesses will struggle to survive without 
consumers buying their goods and services. 
Consumers rely on businesses to provide them 
with the goods and services they demand to 
satisfy their needs and wants, as well as to 
provide them with income in exchange for 
labour. Governments provide employment 
and services such as housing, health care and 
education for many of their citizens, while also 
relying on taxation income from business and 
individuals.

The exchange of goods and services between 
producers and consumers and countries results 
in increased interdependence between the 
groups (or sectors) in economies, as well as between economies. Economists understand that the actions of one 
participant will have an impact on other participants in the economy.

FIGURE 10  Individuals, businesses and nations trade with 
other individuals, businesses or nations to get something 
that they cannot provide or produce for themselves.

Income — wages, rent, interest, profit

Economic resources

Goods and services

Consumption

Firms
sector

Household
sector

FIGURE 12  A simple two-sector circular flow model of income demonstrating the interdependence between 
consumers and businesses

interdependence    the mutual 
dependence between participants 
in an economy; that is, the 
reliance of consumers, workers, 
businesses and governments on 
each other

FIGURE 11  Businesses need customers to survive, and 
customers rely on businesses to provide the goods and 
services they need.
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6.2.6 Economic performance and living standards
The main objective of an economy is to satisfy the needs and wants of its citizens. It does this by prioritising 
the efficient production of as many goods and services as possible using its available resources. This is 
accomplished by addressing the three key economic questions. In Australia, the government is responsible for 
managing the performance of the economy. Our government pursues low inflation, economic growth and full 
employment.

Economies measure their economic performance to determine how well the economy is providing for its 
citizens. The performance of our economy can be measured by considering a range of economic indicators. 
Each indicator provides a snapshot of the economy at a particular point in time. Some key economic indicators 
include:

 • gross domestic product (GDP). This measures economic growth (the real growth in the volume (value) of 
goods and services produced by an economy over a period of time). The Australian government aims for 
an increase in GDP of 3–4 per cent per year to achieve strong and sustainable economic growth.

 • unemployment rate. This tells us about the percentage of the total labour force 
that is without a job but actively looking for work. The Australian government 
aims for a low unemployment rate, approximately 5 per cent.

 • inflation rate. This measures the change in the price of goods and services in 
the economy. To ensure stable prices, Australia’s monetary policy aims for an 
inflation rate of 2–3 per cent.

economic performance    the 
measure of how well an economy 
is performing based on whether 
it is achieving its economic 
objectives
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FIGURE 13  Graphs summarising trends in GDP, unemployment and inflation in Australia over twenty years.

Source: Reserve Bank of Australia. 
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The Australian government also aims to achieve equality in the distribution of income for its citizens and 
achieve external stability through international trade. The information obtained by measuring the performance 
of an economy directs government policy. Generally, the Australian government pursues policies that focus on 
economic growth.

Many economists believe that economic growth promotes improvements in the standard of living (how well 
off individuals or countries are overall). It is important that the government takes changes to living standards 
into consideration when implementing policies to improve economic performance.

6.3  Skills in Economics and Business

6.3.1 What skills will you build this year?
This year, you will continue to build your ability to use the four broad categories of skills in Humanities and 
Social Sciences. The following summaries are to remind you of these four key skills.
 1. Questioning and researching involves locating relevant and detailed information and/or data from a 

range of appropriate sources. In Year 10 Economics and Business, this includes conducting research into 
indicators of economic performance.

 2. Analysing involves interpreting information to identify the main features or ideas, then examining the 
information closely to determine how the parts relate to the whole. In Year 10 Economics and Business, 
this includes analysing a business case study.

 3. Evaluating means examining you interpretations of information to draw evidence-based conclusions. It 
requires taking into account ambiguities and multiple perspectives in a source and proposing potential 
responses to contemporary challenges or issues. In Year 10 Economics and Business, this includes 
predicting the outcomes of economic and business decisions.

 4. Communicating your ideas means presenting information in a range of formats to suit the intended 
audience and purpose. This includes essays, oral presentations, debates, tables and cartoons. Reflecting 
on your skills is also an important part of the process. In Year 10 Economics and Business, this includes 
preparing a budget.

6.3.2 SkillBuilders in the topic
In addition to these broad HASS skills, there is a range of essential practical skills that you will learn as you 
study Economics and Business. The SkillBuilder subtopics will teach tell you about the skill, show you how 
to apply the skill and let you practise the skill with tasks related to the topics 
covered in this subject.

The SkillBuilders you will use in Year 10 are:
 • SkillBuilder — Conducting research into indicators of economic 

performance
 • SkillBuilder — Analysing a business case study
 • SkillBuilder — Predicting the outcomes of economic and business decisions
 • SkillBuilder — Preparing a budget.

standard of living    a level of 
material comfort in terms of 
goods and services available. 
This is often measured on a 
continuum; for example, a ‘high’ 
or ‘excellent’ standard of living 
compared to a ‘low’ or ‘poor’ 
standard of living.

LEARNING INTENTION

By the end of this subtopic, you will be able to explain each of the four categories of skills in the Humanities and 
Social Sciences, and how to apply these skills.
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6.4  SkillBuilder — Conducting research into 
indicators of economic performance

6.4.1 Tell me
While studying Economics and Business 
you will develop the skill of asking 
questions in order to complete research 
(a systematic inquiry for discovering or 
verifying knowledge about something). 
Questioning is the action of posing 
statements that require answers, 
particularly in relation to what is known 
and what is not known in order to 
improve your knowledge. Research is 
important because it allows us to find 
out what is unknown and contributes to 
filling in gaps in our knowledge.

The following steps provide a useful 
guide to the process of writing questions 
and carrying out research.

 • Identify and understand the general task you are attempting to complete.
 • Develop a series of specific questions that will help guide your research in the appropriate direction, and 

help you determine the information you need.
 • Locate appropriate sources of that information.
 • Record relevant information from a range of sources.
 • Present the information in an appropriate form.

6.4.2 Show me
Imagine you have been asked to investigate how economic indicators are used to analyse the performance of 
the Australian economy.

Your first step is to clearly identify the key task. This could be expressed as follows:

Prepare a report on economic growth rates and how this indicator is useful in providing information about the 
performance of Australia’s economy.

It is now necessary to break this down into a series of more specific questions. These could include:
 1. What is economic growth?
 2. What is an economic growth rate?
 3. What is GDP and how is it measured?
 4. What is the difference between real and nominal GDP.
 5. How has Australia been performing in terms of economic growth over the last five years? Over the last 

ten years? Over the last 20 years?
 6. How accurate is GDP in measuring Australia’s economic performance?

LEARNING INTENTION

This SkillBuilder shows you how to research indicators of economic performance. Conducting research is an 
integral part of the Questioning and researching HASS skill.
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The next step is to locate appropriate sources. By entering the search term ‘Australian economic growth rates’ 
in your favourite search engine, you will be presented with a number of sources. Look for reliable sources 
relevant to your area of research. For investigating economic growth, the Reserve Bank of Australia (RBA) 
website would be a highly reputable source.

A Wikipedia entry is often found at or near the top of the list of sources, and many students will be familiar 
with this resource. There is no problem with using Wikipedia as one of your sources — so long as you 
remember that it is not always reliable and any information gathered from Wikipedia should always be checked 
against another source to make sure it is accurate. To help ensure that your information is correct, it is a good 
idea to use at least two sources to answer each question.

Keep your questions beside you as you read each source, and note the location of material that provides 
answers. You can select and print some text, and then highlight those sentences or paragraphs that provide 
answers to your questions. Sometimes a complete answer to a question may be found in several places in a 
piece of text. Be sure to highlight all relevant text, and indicate with a number which question the information 
answers.

When you are satisfied you have found the answers to all the questions, you need to write the answers in 
order, making sure you use your own words as much as possible. You can then use the answers to present your 
information in the required form. For example, this may be an oral report to the rest of the class, an essay to be 
marked by your teacher, a PowerPoint presentation, or any other format that is appropriate.

6.4.3 Let me do it
Complete the following activity to practise this skill.

6.4 ACTIVITY

Using the above process as a model, devise a series of questions and carry out the research to produce a report 
on the following key question:

Prepare a report on one selected indicator of economic performance and how this indicator is useful in providing 
information about the performance of our economy.

There are a number of indicators you could choose for this task, including economic growth rates, unemployment 
trends, the inflation rate, Human Development Index, quality-of-life index and sustainability indexes.
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6.5  SkillBuilder — Analysing a business case study

6.5.1 Tell me
Analysing is another skill that you will develop while studying Economics and Business. This skill involves 
interpreting information to identify the main features or ideas, then examining the information closely to 
determine how the parts relate to the whole. One way in which you might use this skill in Economics and 
Business is by analysing a business case study.

A business case study helps you understand business concepts. It is a real-life example that shows how 
businesses work and how business concepts apply to individual situations. Business people use case studies to 
understand the strategies that other businesses have introduced and to identify which ones have succeeded or 
failed. When you have identified the elements of a case study, you will be able to better understand business 
concepts.

LEARNING INTENTION

This SkillBuilder shows you how to analyse a business case study. Analysing data, reports and case studies is 
part of the Analysing HASS skill.

CASE STUDY: BlueScope

Using innovation to create a long-term competitive advantage

BlueScope is a manufacturer of steel and supplier of steel products to global building and construction markets. 
It operates in Australia, New Zealand, Asia and North America. BlueScope has used open innovation and 
research and development to create a competitive advantage.

Working with several universities and industry partners, including BlueScope, the Australian Research Council 
(ARC) recently launched a steel research hub located at the University of Wollongong. The new facility brings 
scientists and researchers together from various steel manufacturers and research institutions to develop new 
technologies for the Australian market. A key focus of the 
steel research will be energy and sustainability, as well as 
more efficient building construction and solutions for harsh 
environments.

BlueScope has modified its products and changed the ways 
it interacts with customers, suppliers and competitors so 
that it is not just competing on price. The company strongly 
believes that by using innovation to create a competitive 
advantage, it will develop products that will allow it to keep 
manufacturing in Australia.

One of BlueScope’s innovative new products is called Next 
Generation Zincalume®. By combining magnesium with 
an aluminium, zinc and silicon coating, a unique protective 
barrier has been formed that makes steel more resistant to 
corrosion. Zincalume steel also has a smaller impact on the 
environment through a reduced use of zinc and aluminium.

Furthermore, BlueScope plans to transform its popular 
Colorbond® product. A photovoltaic laminate will be 
added, resulting in a roof panel that can produce solar 
power. Panels will also transfer thermal energy in and out of 
buildings as required.

FIGURE 1  BlueScope’s managing director 
and CEO, Mark Vassella, announced in 
2019 that the company had reported a 
half-year EBIT (earnings before interest and 
tax) of almost $840 million, an increase of 
65 per cent on the previous year.
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6.5.2 Show me

How to analyse a business case study

Step 1

Read the case study twice — once to get a general idea of the content and the 
second time to focus on the key issues. As you read through the second time, 
identify the key issues. You could choose a different colour highlighter for each 
key issue. You may also choose to make notes on the case study.

Step 2

Identify and define important terms. Use a dictionary or the internet to find out 
what they mean.

Step 3

Complete your analysis by writing dot point answers to the questions shown in 
the FIGURE 2 diagram. (Use the questions as headings under which to write your 
points.)

6.5.3 Let me do it
Complete the following activity to practise this skill.

Which business does
the case study relate to?

What strategies
have been introduced? 

Which strategies have
succeeded and which

have failed? 

How successful has
the business been and

how did you assess this?

Is the business doing
well or badly?

FIGURE 2  How to 
analyse a business 
case study

6.5 ACTIVITY

Read the following BHP case study, then analyse it using the questions from 
FIGURE 2.

CASE STUDY: BHP

In 2016 BHP, the world’s biggest mining company, announced a plan to grow the 
base value of its business by more than 70 per cent, even without a significant 
recovery in commodity prices to help turn around falling revenue and profitability.

BHP’s CEO outlined a roadmap based solely on existing opportunities, identifying 
six areas of attack to lift profits:

 1. Costs
Productivity 
improvements have 
delivered annual gains 
since 2012 of more than 
US$10 billion. BHP can 
reduce costs faster and 
more profoundly than 
the rest of the industry.

 2. Volume
Another 10 per cent 
can be added to current 
annual production. This 
will increase revenue.

 3. Oil
The oil shale assets, 
which are currently closed, give the company a large resource base to quickly 
increase production when prices increase.

 4. New projects
BHP’s portfolio of growth projects has an aggregate net present value of 
US$25 billion.

FIGURE 3  BHP’s Mount Newman iron ore 
mine in Western Australia
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6.6  SkillBuilder — Predicting the outcomes of 
economic and business decisions

6.6.1 Tell me
Evaluating means to propose explanations for events or issues and to make overall judgements or decisions 
based on the evidence. This is a skill that you might develop in economics and business by looking at the 
benefits or advantages of something and then examining the costs or disadvantages of something.

Economic and business decisions are made every day in workplaces throughout Australia. A range of people 
such as employees, supervisors, managers and business owners make these decisions. Examples of economic 
and business decisions may include:

 • which good or service to make
 • how to produce a particular good or service
 • which suppliers a business will use
 • how many people will be employed
 • whether to outsource a task or complete it within the business
 • how much to charge for a product.

When making economic and business decisions, it is important to consider all possible outcomes of the 
decision. In particular, a business must plan for:

 • intended outcomes — the projected goals or objectives of a decision
 • unintended outcomes — the consequences of a decision that are unplanned and unexpected.

After making an economic or business decision, a business must identify the unintended outcomes of the 
decision. If these unintended outcomes have the potential to have a negative impact on the business, strategies 
must be developed to address them.

One tool that a business can use to identify the possible outcomes of a decision is a graphic organiser like the 
following one. This tool allows a business to identify the different outcomes/impacts of a decision, be they 
intended or unintended.

LEARNING INTENTION

This SkillBuilder shows you how to predict the outcomes of economic and business decisions. Evaluating 
predictions and outcomes is part of the Evaluating HASS skill.

Business or economic decision to be identified here

Intended outcomes Unintended outcomes

 5. Exploration
The company plans to increase exploration, a counter-cyclical move, mainly in oil, to take advantage of 
falling costs as others pull back.

 6. Technology
BHP plans to invest in technology to further reduce costs, improve safety and increase production volumes.
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6.6.2 Show me
The following hypothetical scenario 
relates to a business decision made by 
Dayna Clothing Designs.

Dayna Clothing Designs is an 
Australian manufacturer of clothing 
and accessories. In response to 
increased competition, rising costs 
and declining profits, the business 
has considered making a number of 
changes. In particular, Dayna Clothing 
Designs has made the decision to 
outsource the production of its goods 
to another business in Vietnam.

The main objectives (intended 
consequences) of this decision are to:

 • reduce labour costs
 • access cheaper raw materials
 • establish a new customer base.

In relation to the business’s decision to outsource its production, a number of outcomes can be identified using 
the following graphic organiser.

While many of the intended outcomes of this decision will benefit Dayna Clothing Designs, a number of 
unintended outcomes must be considered. The business must develop strategies to address each of these 
unintended outcomes. Failure to do so may mean that any benefits gained from the decision are quickly lost. 
The following table identifies each unintended outcome and recommends a strategy to deal with each.

Business or economic decision: Dayna Clothing Designs decision to outsource the production of its  
goods to another business in Vietnam

Intended outcomes Unintended outcomes

To reduce labour costs by relocating to Vietnam, which 
is a low-wage country

Products made by the Vietnamese company may not 
be of the same quality

To access cheaper raw materials, which will further 
reduce production costs

Possible exploitation of workers in Vietnam may lead to 
negative publicity

To establish a new customer base in Vietnam in order 
to increase sales

Loss of jobs in Australia may lead to a negative reaction 
from consumers

Unintended outcome Strategy to address this outcome

 • Products made by the Vietnamese company may 
not be of the same quality.

 • Dayna Clothing Designs could conduct quality 
control tests before the products are sold to ensure 
that each item meets their quality standards.

 • Possible exploitation of workers in Vietnam may 
lead to negative publicity.

 • Dayna Clothing Designs must ensure that the 
Vietnamese company that produces its products 
complies with laws relating to wages and working 
conditions. If they do not, a new manufacturer 
should be found.

 • Loss of jobs in Australia may lead to a negative 
reaction from consumers.

 • Dayna Clothing Designs can invest money in 
programs to help retrain workers who have lost  
their jobs.
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  6.6.3  Let me do it 
 Complete the following activity to practise this skill.   

  6.6 ACTIVITY 

  Complete the following activities to 
practise this skill. 

 Read the following hypothetical 
scenario that relates to a business 
decision made by Luke’s Lolly Land.  

 Luke’s Lolly Land is an Australian 
manufacturer of lollies and other 
confectionery. The business has 
operated in Australia for 26 years. 
Luke’s Lolly Land has developed 
a reputation for high-quality 
handmade products. In order to 
deal with growing competition, the business has decided to purchase new machinery to automate its production 
process. The main objectives (intended consequences) of this decision are to: 

     •  reduce the number of errors in production 
     •  increase the speed of production 
     •  reduce labour costs.   

 Using the Dayna Clothing Designs example in the Show me section as a model, analyse the outcomes of the 
business decision for Luke’s Lolly Land by completing the activities. 

 In the following table identify three intended and three unintended outcomes of the business decision by Luke’s 
Lolly Land.  

 Business or economic decision: Luke’s Lolly Land decision to purchase new machinery to automate 
its production process 

Intended outcomes Unintended outcomes

 In the following table recommend a strategy to help address each of the unintended outcomes of the business 
decision by Luke’s Lolly Land.  

 Unintended outcome  Strategy to address this outcome 

 After considering all of the intended and unintended outcomes for Luke’s Lolly Land, do you think the business 
should proceed with its decision? Write a one-paragraph response justifying your decision. 
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6.7  SkillBuilder — Preparing a budget

6.7.1 Tell me
When you use the skill of Communicating 
and reflecting in Economics and Business, 
you will be presenting your findings or 
representing information using an appropriate 
format to suit a particular audience. You will 
also need to use terminology that is used 
by economists and people in the world of 
business. One way in which governments and 
businesses, and even individuals, communicate 
is through a budget.

A budget is defined as a plan for the future. 
The government plans for the future of the 
economy on an annual basis by preparing and 
releasing its budget each May. The budget 
establishes the sources of the government’s 
expected revenues or receipts — that is, the 
amount of money it is expecting to receive and from where that money will be sourced. It also establishes 
where (location) and in which areas of the economy the money will be spent.

The government is not the only group that prepares a budget. Many businesses prepare budgets to provide 
information about their future and to assist them in deciding on a course of action. Many families also prepare 
budgets to enable them to manage their household finances and save for particular things such as a holiday, a 
new car or new furniture. It is not uncommon for teenagers to prepare a budget when they start working part 
time and want to save to buy a car.

6.7.2 Show me

How to prepare a budget
There are many different ways to present a budget and a range of online tools that can help you establish, 
monitor and stick to a budget. You can see two examples of budgets in this subtopic. Regardless of how 
the budget is presented, there are some basic steps to follow in preparing one. It helps to have a basic 
understanding of budgeting principles and to be able to create a simple budget plan on paper.

Step 1

If you have a regular job, or other regular income such as pocket money, start by listing the amount/s you 
generally expect to receive and when.

Step 2

Now think of all the regular expenses you incur. These might include mobile phone plan charges, daily food 
and drink expenses, public transport costs and regular entertainment expenses (e.g. basketball game fees, 
monthly movie catch-up with friends, etc.). List these under the heading ‘Payments’ (or ‘Expenses’).

LEARNING INTENTION

This SkillBuilder shows you how to prepare a budget. Preparing a budget is part of the Communicating and 
reflecting HASS skill.

FIGURE 1  A budget can be used to assist with finances 
and planning.
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Step 3

By deducting the expected payments from the anticipated income (receipts) you can gain an indication of 
whether you will have a surplus (extra) or deficit (shortfall) of funds for the month. You will need to adjust 
your expenses or earn more income if you have a deficit. If you have a surplus, you have excess funds that you 
can put towards saving.

The following table contains the budget of a first year university student who is hoping to go on an overseas 
holiday at the end of the year. She wants to save $7000. Consider how this student uses the components we 
have just discussed.

6.7.3 Let me do it
Complete the following activity to practise this skill.

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec

Expenses

Rent $500 $500 $500 $500 $500 $500 $500 $500 $500 $500 $500 $500

Food $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200

Telephone $100 $100 $100 $100

Electricity $150 $150 $150 $150

Car — petrol $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200

Entertainment $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200

Car 
registration

$400

Other $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200 $200

Total 
expenses

$1300 $1300 $1550 $1300 $1300 $1950 $1300 $1300 $1550 $1300 $1300 $1550

Total income $2000 $2000 $2000 $2000 $2000 $2000 $2000 $2000 $2000 $2000 $2000 $2000

Amount 
saved

$700 $700 $450 $700 $700 $50 $700 $700 $450 $700 $700 $450

Amount 
saved at 
month end

$700 $1400 $1850 $2550 $3250 $3300 $4000 $4700 $5150 $5850 $6550 $7000

Lee’s budget

6.7 ACTIVITY

Prepare a budget for the coming month. Use the following template (or design your own) and record your 
expected receipts and expenditure on a weekly basis for the next month. Adjust the terms in the rows to suit your 
personal circumstances.

Item
Month:

__________
Month:

__________
Month:

__________
Month:

__________
Month:

__________

Receipts

Work

Parents

Presents

188 Jacaranda Humanities and Social Sciences 10 for WA Second Edition

c06EconomicsAndBusinessConceptsAndSkills.indd   188 25/08/20   2:40 AM

UNCORRECTED PAGE PROOFS



Item
Month:

__________
Month:

__________
Month:

__________
Month:

__________
Month:

__________

Payments

Mobile phone

Travel

Food

Clothes

Cash at start of 
month

Cash at end of 
month

Use your skills to analyse your budget.

Did you receive more than you expected?

Did you spend more than you expected?

Calculate the percentage contribution to your total receipts for each area of receipts.

Calculate the percentage contribution to your total spending for each area of expenditure.

If you were to adjust your spending, in which area would you be most able to reduce your spending?

If you were to adjust your spending, in which area would you be least able to reduce your spending? Why?

What could you do to increase your receipts?

Compare your results with those of your classmates. There is no need to share dollar amounts. Use the 
percentages and the analysis to explain your financial situation.
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 6.8  Review
6.8.1 Key knowledge summary
6.2 Concepts in Economics and Business

 • Scarcity is the ‘basic economic problem’ — this involves society having limited resources available to 
satisfy unlimited needs and wants.

 • There are four main types of economic resources: land, labour, capital and enterprise.
 • Every choice made involves an opportunity cost; this is the next best alternative given up whenever a 

choice is made.
 • All economies must make decisions about how resources will be allocated among producers and what 

types of goods and services will be produced. Economies must answer the three economic questions: 
What to produce? How to produce? For whom to produce?

 • Australia is a market capitalist economy; this means that most answers to the three economic questions 
are made by the market (where buyers and sellers negotiate prices for goods and services).

 • Governments may need to intervene in the economy to reduce inefficiencies.
 • Modern economies have developed a method of production called specialisation (where a worker, business 

or nation focuses on the production of a limited range of goods or services) to increase production and 
provide a surplus that can be used to trade.

 • Participants in an economy are mutually dependent (or interdependent); that is, consumers, workers, 
businesses and governments are reliant on each other.

 • Our economy and our government have a number of economic objectives, including satisfying the needs 
and wants of citizens by efficiently producing as many goods and services as possible, achieving low 
inflation, economic growth and full employment.

 • Economic performance can be measured using key economic indicators including gross domestic product, 
the unemployment rate and inflation rate.

 • Standard of living refers to the quality of life of individuals or countries; this is influenced by the level of 
economic activity.

6.3 Skills in Economics and Business
 • Questioning involves posing statements that require answers, particularly in regard to what is known and 

what is not known in order to improve your knowledge.
 • Researching is important because it allows us to find out what is unknown and contributes to filling in 

gaps in our knowledge.
 • Analysing involves interpreting information to identify the main features or ideas, then examining the 

information closely to determine how the parts relate to the whole.
 • Evaluating involves proposing explanations for events or issues and making overall judgements based on 

the evidence.
 • Communicating and reflecting involves presenting findings or representing information using an 

appropriate format to suit a particular audience. The appropriate use of Economics terminology and 
Business terminology is very important.
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6.8.2 Key terms

business    any activity conducted by an individual or individuals to produce and sell goods and services to make a profit

economic performance    the measure of how well an economy is performing based on whether it is achieving its economic 
objectives

economic system    a way of organising the production and distribution of the nation’s goods, services and incomes

economics    a social science (study of human behaviour) that analyses the decisions made by individuals, businesses and 
governments about how limited resources are used to satisfy society’s unlimited needs and wants

interdependence    the mutual dependence between participants in an economy; that is, the reliance of consumers, workers, 
businesses and governments on each other

market    the place where goods, services or resources are exchanged between buyers and sellers

market capitalist economy    an economic system that relies on the market to allocate resources based on the actions of 
consumers and producers, and where resources are generally owned by private individuals and businesses

needs    goods or services that consumers consider necessary to maintain their standard of living

opportunity cost    the next best alternative given up whenever a choice is made

resource allocation    relates to decisions about how scarce resources are distributed among producers, and which types of 
goods and services will be produced to satisfy wants and needs

resources    items of value that we use to produce goods and services to satisfy needs and wants, which include land, labour, 
capital and enterprise

scarcity    the economic problem of having unlimited needs and wants, but limited resources to satisfy them

specialisation    a method of production where a worker, business or nation focuses on the production of a limited range of 
goods or services in order to increase production and make the most efficient use of resources

standard of living    a level of material comfort in terms of goods and services available. This is often measured on a continuum; 
for example, a ‘high’ or ‘excellent’ standard of living compared to a ‘low’ or ‘poor’ standard of living.

trade    the activity of buying, selling or exchanging goods and services between producers and consumers and/or countries

wants    goods or services that are desired in order to provide satisfaction to the user, but which are not necessary for survival or 
to meet the basic standard of living in a community

Resources

eWorkbooks Customisable worksheets for this topic (ewbk-6059)
Reflection (ewbk-6058)
Student Learning Matrix (ewbk-6052)
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RESOURCE SUMMARY Resources

This is a summary of the digital resources you will find online for topic 6 to help support your learning and deepen 
your understanding. When you see these icons next to an image or paragraph, go to learnON to access video 
eLessons, interactivities, weblinks and other support material for this topic.

6.1 Overview
 eWorkbook

 • Customisable worksheets for this topic (ewbk-6059)

6.8 Review
 eWorkbook

 • Customisable worksheets for this topic (ewbk-6059)
 • Reflection (ewbk-6058)
 • Student Learning Matrix (ewbk-6052)

To access these online resources, log on to www.jacplus.com.au.
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