
7 Our economy — consumers, 
producers and entrepreneurs
7.1  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.

7.1.1 Introduction
Can you imagine what life would be like if you couldn't buy new clothes, the latest phone, laptop or computer 
game? Having access to these things is only possible if you (or your parents) work to earn an income to pay 
for them.

You are an important part of the economy because you contribute money whenever you buy goods and 
services to satisfy your needs and wants. The money spent has come from the income earned from working. 
By choosing to spend some of your money, you send a signal to producers 
to keep making the products you buy and to continue employing people 
to make the products or provide the services you buy. Businesses rely on 
consumers like you and your parents to buy their goods and services.

In what way do you think the personal choices that you make, or the decisions that businesses make, can affect 
the Australian economy as a whole? 

FIGURE 1  The choices we, and others, make every day affect the economy.

Resources

eWorkbook  Customisable worksheets for this topic (ewbk-4283)

Video eLesson What is economics? (eles-0253)

income    money earned through 
employment or investment
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7.2  The importance of businesses as producers

7.2.1 Producers and consumers
It is sometimes said that ‘money makes the world go around’. Of course, 
this is not physically true, but it does sum up the way the economy works. In 
simple terms, the economy consists of producers, who make and sell goods 
and services, and consumers, who buy the goods and services. Producers pay 
their employees with money, and also hope to make money themselves out 
of what they sell. This money is used to buy goods and services from other 
producers. Producers rely on consumers to buy from them, and consumers 
rely on producers to provide the goods and services they want. Money allows 
this relationship to work.

DISCUSS

Do you believe that money makes the world go around? Is too much or too little importance placed on money in 
our society?  General capability: Critical and creative thinking

FIGURE 1  At a farmers' market, consumers purchase goods from producers.

LEARNING INTENTION

By the end of this subtopic you will be able to:
 • explain who is a consumer and who is a producer
 • identify what is a need and what is a want
 • describe how we use an economic system to fulfil our needs and wants through the supply of goods  

and services
 • describe the interaction between producers and consumers.

producer    an individual or business 
involved in the production of goods and 
services

consumer    a person or group who is the 
final user of goods and services produced 
within an economy

employees    people who work for a wage 
or salary
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7.2.2 Needs and wants
Imagine you have survived an aeroplane 
crash and find yourself alone on a 
desert island. To survive, you will have 
to find the essentials — food, clothing 
and shelter. These are the basic needs 
that we must all have whether we are 
on a desert island or in the comfort of 
our home.

As well as these needs, there are 
additional things we might like to have 
on the desert island to make life more 
comfortable. These could include a 
bed, a torch, a fishing rod, a comb or a 
toothbrush, and a table and chair. These 
things are called wants. Although we 
would like to have these possessions, 
we could survive without them.

7.2.3 Goods and services
In order to satisfy our needs and wants, we purchase goods and services. 
Goods are classified as the physical items that satisfy our needs and 
wants, and that we can see and touch. They include food, TV sets, cars, 
refrigerators, bottles of soft drink and clothing. Services are classified as 
the actions done for you by others, which are designed to satisfy needs 
and wants. They include the services provided by doctors, dentists, banks, 
mechanics and teachers. If you are stranded alone on a desert island, you 
will have to find or make all the things you need and want. In effect, you 
would be a one-person economy because you would be responsible for both 
producing and consuming all the goods and services. In a modern economy, 
we generally rely on businesses to provide us with goods and services.

FIGURE 2  Even on a desert island, you have basic needs that 
must be satisfied if you are to survive. Can you identify some basic 
needs?

TABLE 1  Needs versus wants

Definition Examples Properties

Needs Goods or services 
that are essential  
for life

Water, food, shelter, air, 
clothing, medication

Finite list:
 • They must be satisfied if life is to continue.

 • They remain throughout life.

 • They temporarily wane when satisfied.

Wants Non-essential goods 
and services

Torch, bed, fishing rod, 
armchair, toothbrush, 
mobile phone, laptop

Unlimited list:
 • Life can continue without them.

 • Wants change throughout life.

 • New wants arise once others are satisfied.

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 

goods    physical items that satisfy needs 
and wants

services    actions done for you by others to 
satisfy your needs and wants
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7.2.4 The relationship between businesses and consumers
In the Australian economy, we satisfy our needs and wants by working to earn money and then buying goods 
and services from businesses that produce them. When we are working, we are providing our labour to 
contribute to the process of producing goods or services for other consumers to buy. When we are spending 
our money, we are consumers, purchasing goods and services that others have produced in order to satisfy our 
needs and wants.

To satisfy needs and wants, consumers like you make economic decisions every day. For example, you may 
decide to buy milk from a supermarket rather than from a dairy, catch a bus to school rather than walk, use 
a loose-leaf folder rather than a bound notebook, buy a can of Australian tinned food rather than one from 
overseas. Your decisions influence what businesses produce and therefore affect the economy.

We can examine the relationship between businesses and consumers by 
looking at the model in FIGURE 4. It demonstrates how labour is exchanged for 
money, and how that money is used to purchase goods and services.

FIGURE 3  As consumers, we can purchase either goods or services. Are you able to list some of the 
goods and services that you have purchased in the past week?

labour    the human skills and effort required 
to produce goods and services
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 1. Businesses are producers that make or supply goods and services that are distributed to households.

 2. Consumers use money, cards and cheques to purchase goods and services.

 3. Consumers are usually also employees, who provide businesses with their labour in the production of goods 
and services.

 4. Employees receive money in the form of wages for their labour.

BUSINESSES
(PRODUCERS)

HOUSEHOLDS
(CONSUMERS)

3

4

2

1

Flow of money
KEY

Flow of goods and services

FIGURE 4  The interrelationship between consumers and business

7.2 ACTIVITY

 1. List five goods and five services that you or members of your family have purchased in the last week.
 a. Identify one good from your list, and name the business that most benefited from that purchase.
 b. Examine the components that make up that particular good. Identify any other businesses that might have 

benefited indirectly from the purchase of that good.
 c. Identify a service from your list, and name the business that most benefited from that purchase.
 d. What equipment did the supplier of that service use? Identify any other businesses that might have benefited 

indirectly from the purchase of that service.
 HASS skills: Analysing, Evaluating 
 Economics and Business concept: Allocation and markets
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7.3  Responding to consumer demand

7.3.1 What consumers want
Any producer wishing to be successful in business must supply goods or services that correspond with the 
needs and wants of consumers. It is no use trying to sell something that nobody wants to buy. The ability to 
understand and act on consumer preferences is an important skill for anyone wishing to go into business.

7.2 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. What is the difference between needs and wants?
 2. What do we mean by the term ‘labour’?
 3. Name three types of business that provide goods.
 4. Name three types of business that provide services.
 5. Explain why wants are considered to be unlimited.

Apply your understanding

 6. Explain the role of a producer in the economy.
 7. Explain the role of a consumer in the economy.
 8. In what ways can an individual be both a producer and a consumer in an economy?
 9. In what ways are producers and consumers dependent on each other?
 10. Could the relationship between producers and consumers succeed without money? What do you think 

might have to happen if there was no such thing as money?

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
1, 3, 4, 6

LEVEL 2
Questions 
2, 7, 8

LEVEL 3
Questions 
5, 9, 10

Needs + =Wants
Consumer
demand

FIGURE 1  Consumer demand is based on needs and wants.

LEARNING INTENTION

By the end of this subtopic you will be able to:
 • describe the role of producers
 • outline the relationship between consumers and producers
 • explain how consumer demand influences producers.
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7.3.2 The marketplace
A market is any organised exchange of goods and services for money. This can occur in a physical marketplace 
such as a shopping centre, but it can also occur without any actual physical location. When we purchase goods 
or services online or over the telephone, we are still participating in a market.

A market has to provide a means for consumers to find out about the goods and services available. This can 
occur when consumers physically walk into a shop and examine the goods on display; when consumers visit a 
website; or when they look up different businesses in a telephone or online directory.

A market also has to provide a means for consumers to pay for the goods or services they are purchasing, 
and a means for them to receive those goods or services. In a physical shop, this is fairly simple: we visit the 
premises, receive the good or service and then pay (by handing over cash or using a card or smartphone) as we 
leave. An online market usually requires some means of online payment and a postal or other delivery service 
to bring the goods to the consumer.

We usually think of a market in relation to the particular goods and services being sold. For example, there 
is a market for groceries, where different businesses compete with each other to provide consumers with 
different products. There is a market for takeaway food, with different restaurants offering a variety of choices 
for consumers. If one shopping centre has two or more hairdressers, this constitutes a market for hairdressing 
services.

7.3.3 Responding to consumer demand
How does a business owner find out what consumers want?

 • Analyse the business’s sales. There is no point in stocking products that no-one wants to buy, so business 
owners constantly monitor their sales to identify what is most popular and ensure that they can supply it.

 • Carry out market research. This includes surveys of consumers to identify possible future consumer 
preferences.

 • Examine social trends. This requires finding out what sorts of issues people are concerned about and then 
responding to those concerns. Examples include the desire for a healthy lifestyle, environmentally friendly 
products and organic food.

Healthy lifestyle
We regularly see and hear stories in the media suggesting that much of our modern lifestyle is harming our 
health. Obesity is a growing problem, and eating unhealthy foods and not exercising are seen as a danger to 

FIGURE 2  The internet is an important tool that allows 
consumers to find out about goods and services 
available to them, and purchase them. 

FIGURE 3  Hairdressers compete with each 
other in a market for hairdressing services.
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wellbeing. As consumers become more aware 
of possible health issues, they are likely to 
look for healthy options when buying goods 
and services. Producers respond to these 
concerns by trying to make their products 
appear as healthy as possible.

We see this most commonly in food 
packaging. Phrases such as ‘low in 
cholesterol’, ‘98 per cent fat-free’ and ‘no 
added sugar’ are all designed to appeal to the 
health-conscious consumer. Packaging laws in 
Australia require that all ingredients are listed 
on food packets, so we have a way of checking 
some of these claims and comparing different 
products. While not all health claims on food 
packaging are necessarily honest or accurate, 
competition between similar products in the marketplace allows consumers to make the healthiest choices if 
they wish to do so.

Concerns about health also lead to new goods and services being introduced into the economy. Next time you 
visit a supermarket or pharmacy, take note of the huge number of vitamins and other dietary supplements 
on sale. This has been an area of enormous growth, with millions spent on TV advertising to promote the 
latest products. In addition, gyms and personal trainers have increased in number 
as consumers try to adopt healthier lifestyles. All of this growth in the businesses 
providing such goods and services is an example of the way markets can respond to 
consumer preferences.

Environmentally friendly products
Through education, we have become more 
aware of our impact on the environment and 
the need to reduce pollution. Businesses 
that can demonstrate that they use 
environmentally friendly methods to produce 
the goods and services they provide might be 
more appealing to consumers. You may have 
seen cans of tuna with the claim ‘pole and 
line caught’ on the packaging. Historically, 
tuna fishers have used methods that 
accidentally caught many other types of fish, 
some of them endangered species. Pole and 
line fishing allows only tuna to be caught, 
and so is more environmentally friendly. 
Consumers have shown a preference for this 
type of product.

FIGURE 4  Gyms and personal trainers have increased in 
number as consumers become more health conscious.

FIGURE 5  Consumers have shown a preference for 
environmentally friendly methods of catching tuna.

DISCUSS

The population of bluefin tuna in the ocean has dramatically decreased because of consumer demand for it, with 
some estimates saying that the current population is now only 4 per cent of what it once was. Is buying pole and 
line caught tuna enough, or should we be doing more to protect the ocean environment?  
 General capability: Ethical understanding

wellbeing    an overall measure of 
quality of life
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Other examples of environmentally friendly products include cosmetics produced by The Body Shop, which 
endorses environmentally sustainable production methods and has always promoted the fact that none of its 
products are tested on animals. Washing detergents will often advertise that they are biodegradable and so 
will not harm the environment. Electrical goods are often sold with a sticker indicating their level of energy 
efficiency. All of these are examples of producers responding to consumer concern for the environment. 
Perhaps a more recent change is the decision by supermarket giants Coles and Woolworths to no longer 
provide single-use plastic bags. These bags were not bio-degradable and often ended up in landfill or 
waterways once discarded.

Organic food
Combining both environmental concerns and a desire for healthy food options is the growth in demand for 
organic food. It is generally understood that food labelled as ‘organic’ has been grown without the use of 
pesticides and other chemicals, and so is a healthier choice. In addition, if the grower has not used these 
chemicals, there is less risk of them causing damage to other plants or animals, or harming the environment in 
other ways. As well as fresh fruit and vegetables, many packaged foods now carry the word ‘organic’ on their 
packaging to appeal to consumers. Successful businesses will always make sure they are aware of consumer 
preferences, and will attempt to adapt their goods and services to meet these preferences.

FIGURE 6  Organic fruit and vegetables are seen to be both healthier and more environmentally friendly.

Resources

Interactivity Responding to consumer demand (int-5685)
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7.3 ACTIVITIES

 1. Visit your local supermarket and identify four food products that claim to be healthy options.
 a. Explain what particular claim is made for each product.
 b. How does the labelling for each product attempt to get across a healthy message?

 HASS skills: Analysing
 Economics and Business concept: Making choices

 2. Use internet resources to find:
 a. how pole and line fishing is more environmentally friendly than other methods
 b. the name of three brands of canned tuna that use fish caught by pole and line.

 HASS skills: Questioning and researching, Analysing
 Economics and Business concept: Making choices

7.3 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. What is a market?
 2. Outline two ways in which a business owner can find out what consumers want to buy.
 3. Identify and explain two conditions that are required for a market to work.
 4. Explain what is meant by market research.
 5. Virtual or online markets have become increasingly popular. Analyse why this is the case.
 6. Identify two benefits that online markets have over physical markets.

Apply your understanding

 7. Explain one way in which producers have responded to consumers’ desire for a healthy lifestyle.
 8. Why does the demand for organic food demonstrate both a desire for healthy food options and an 

awareness of environmental issues?
 9. Explain why Coles and Woolworths no longer provide single-use plastic bags.
 10. The types of businesses that operate in the hairdressing market include hairdressing salons; manufacturers 

of shampoo, conditioners and hair dyes; manufacturers of scissors and combs; suppliers of electrical goods 
such as hairdryers and electrical trimmers; towel suppliers; and furniture businesses.
Identify as many businesses as you can that operate in the following markets:

 a. takeaway food market
 b. bicycle sales and repairs market
 c. gymnasium and fitness market.

 11. Markets for different products can affect each other. Explain how conditions in the market for apples may 
affect the conditions in the market for apple juice.

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
1, 2, 4, 7

LEVEL 2
Questions 
3, 6, 8, 9

LEVEL 3
Questions 
5, 10, 11
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7.4  Determining prices

7.4.1 Deciding on price
One of the most important decisions that any business owner has to make is how much to charge for their 
goods and services. This will have a major impact on the success of the business, as prices set too high may 
drive away potential customers, while prices set too low may 
make it difficult to achieve a profit.

Businesses can determine their prices by using the recommended 
retail price, following price leaders, using percentage mark-ups, 
pricing according to what the market will bear, or offering quotes 
to customers.

7.4.2 Recommended retail price
Sometimes the manufacturer of a product may provide a 
recommended price that can be used by retail businesses selling 
that product to consumers. Manufacturers of electrical goods 
often do this. This price is known as the recommended retail 
price (RRP). Such a price can only be a recommendation, as it 
is illegal in Australia for any manufacturer to dictate the selling 
price. Nevertheless, the RRP can provide a useful guide to the 
retail business owner, particularly when starting a new business.

7.4.3 Price leaders
Some businesses are more influential in a particular market than 
others. These businesses are often price leaders — they tend to 
set the prices rather than follow the prices set by others in the 
market. In the food and grocery market, the two big supermarket 
chains (Coles and Woolworths) tend to be price leaders. To 
survive, smaller supermarkets must compete with at least some 
of the prices of those larger stores, so their owners will carefully 
monitor the price leaders. All businesses need to adjust their 
prices from time to time to ensure they can compete with the 
prices charged by other suppliers in the same market. They will 
often look to price leaders as a guide to what is a reasonable price. For 
example, when Coles and Woolworths lowered milk prices to $1 a litre in 
2011, other suppliers had to follow suit. This practice still operates today.

7.4.4 Percentage mark-ups
Using a percentage mark-up is a common way of determining prices. If it 
costs a certain amount for the retail business to buy the product, a percentage 
can be added to that cost to ensure the retailer makes a profit. Assume a 

LEARNING INTENTION

By the end of this subtopic you will able to explain the ways businesses set the price for their goods and 
services.

FIGURE 1  Electrical goods often have a 
recommended retail price.

FIGURE 2  Large supermarkets are often 
price leaders in the grocery market.

profit    what remains after all business 
expenses have been deducted from the 
money that has been collected from selling 
goods or services

retail    describes a business that sells goods 
and services to consumers

percentage mark-up    a way of determining 
selling price by adding a fixed percentage to 
the cost of the product
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clothing store has a percentage mark-up of 25 per cent. The store 
will buy a pair of jeans for $100. With a 25 per cent mark-up, the 
jeans will have a selling price of $125. This $25 is used to cover 
the other costs of the business, such as wages and electricity bills, 
and to contribute to the business' profits. The business owner has 
to calculate an appropriate percentage mark-up to allow this to 
happen.

7.4.5 What the market will bear
When setting prices according to what the market will bear, the 
seller attempts to get as high a price as possible while ensuring 
that the price is not too high for consumers to pay. The best 
example of this type of price setting can be seen at an auction. 
Many houses and other properties are sold via auction. People who 
want a property determine the price by bidding against each other until one of two things happens: either one 
bidder outbids all other buyers and becomes the successful buyer, or the property does not sell because no-one 
is prepared to pay the price the seller wants. In the latter case, the seller and the highest bidder can come 
together after the auction to negotiate a price that is acceptable to both of them.

Of course, not all businesses can sell their goods or services through an auction process, so determining prices 
based on what the market will bear often comes down to the experience of the business owner. An ability to 
understand consumer preferences is an important 
skill for a business owner. Listening to customers, 
following what is happening to the products 
throughout the market and monitoring the prices 
charged by competitors are all important activities for 
a business owner.

7.4.6 Quotes
Many service businesses will set a price by offering 
a quote to a consumer to perform certain work. A 
business such as a plumber or electrician might find 
that the amount of labour and the cost of materials 
used can vary from job to job. Preparing a quote for 

FIGURE 3  The percentage mark-up 
on products is used to cover business 
expenses and provide a profit to the 
business owner.

FIGURE 4  House auctions are a good example of 
prices being determined by what the market will 
bear.

FIGURE 5  Listening to customers can help a 
business owner to determine what level of prices the 
market will bear.

FIGURE 6  Tradespeople such as plumbers often use 
quotes to determine the prices they charge.

172 Jacaranda Humanities and Social Sciences 7 for WA Second Edition

c07OurEconomyConsumersProducersAndEntrepreneurs.indd   172 8/20/2020   10:28:58 AM

UNCORRECTED PAGE PROOFS



each new job may be a better way to determine the price. A quote is an estimate of the costs involved in an 
individual job, plus a certain amount so the business makes a profit. Consumers will sometimes seek out quotes 
from a number of competing businesses before choosing one.

7.5  Influencing overseas producers

7.5.1 Exports and imports
Australia is a major trading nation. Australian businesses import (buy goods and services from other countries) 
and export (sell goods and services to other countries) in order to meet the needs and wants of Australian and 
overseas consumers. Producers all over the world will not only try to satisfy the demands of consumers within 

7.4 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. What is a recommended retail price?
 2. What makes a business a price leader? Give one example of a price leader.
 3. How would a tradesperson calculate a quote for a customer?
 4. Why can’t a manufacturing business force the retailers that sell its products to sell at the recommended 

retail price?
 5. What factors does a business owner have to take into account when calculating a percentage mark-up to 

apply to goods for sale?

Apply your understanding

 6. Explain why setting the ‘right' price is important to a business owner.
 7. Explain how a price leader can affect other businesses in a market.
 8. Explain why an auction is a good example of a price being determined by what the market will bear.
 9. A business selling lawnmowers pays suppliers $400 for each mower it buys for resale. It sells 10 mowers 

per week. Each week the owner pays $1000 in wages to an assistant, $800 in rent on the shop, and has 
gas, electricity and water bills of $200. For each of the following percentage mark-ups, calculate how much 
profit the owner would make in a week:

 a. 50 per cent mark-up
 b. 75 per cent mark-up
 c. 100 per cent mark-up.

 10. In 2011, Coles and Woolworths both lowered the price of a litre of milk to $1. Discuss why they might have 
done this.

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
1, 2, 4, 6

LEVEL 2
Questions 
3, 7, 8

LEVEL 3
Questions 
5, 9, 10

LEARNING INTENTION

By the end of this subtopic you will be able to:
 • identify an export and an import
 • describe the importance of exports to Australia
 • identify the advantages and disadvantages of imports.
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their own country, but will also look for every opportunity to sell goods and services to consumers in other 
countries as a means of increasing profits.

7.5.2 Exports and Australia
From the beginning of European settlement, Australia has been involved in trade. From the 1820s we exported 
wool to many other countries, particularly Great Britain. In the 1850s, the discovery of large deposits of gold 
meant that we became one of the world’s largest exporters of this precious metal. As might be expected from 
a country that has a lot of land and is rich with natural resources, Australia is known for its exports of raw 
materials, minerals and crops.

Why are exports important?
According to recent government statistics:

 • More than 53 300 different businesses in Australia exported goods and services in 2018–19.
 • Exports brought in $470.2 billion in 2018–19.
 • Almost 21 per cent of Australia’s total income comes from exports.

Much of our national wealth is created through exports. In addition, money that we earn from exports can be 
used to pay to import the goods and services we need.

The following table shows Australia’s top 10 export commodities.

FIGURE 1  Australia was a major exporter of wool for more than 100 years. Now, Australia’s major 
export is iron ore.

TABLE 1  Australia’s top 10 exports 2018–19

Rank Commodity $ million % share

1 Iron ores and concentrates 77189 16.4

2 Coal 69592 14.8

3 Natural gas 49731 10.6

4 Education-related travel services 37556 8.0

5 Personal travel (excl. education) services 22450 4.8

6 Gold 18867 4.0

7 Aluminium ores and concentrates (incl. alumina) 11358 2.4

8 Beef 9476 2.0

9 Crude petroleum 8491 1.8

10 Copper ores and concentrates 5936 1.3
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7.5.3 Imports and Australian consumers
We have also always imported many of the goods we want. With a 
comparatively small population, it has always been expensive to set up 
factories in Australia to make the goods we need, so it has often been 
cheaper to import goods from other countries. There are many reasons why 
Australia imports a wide range of products, but the lower cost of imported 
goods is usually a major factor. Australian manufacturers may not be able 
to make a product as cheaply as it can be made overseas, so they simply 
import the product. Most of the electrical goods that we buy, for example, 
are manufactured in various Asian countries. Everything from flat-screen 
TVs to washing machines and air conditioners are manufactured in countries 
such as Japan, South Korea and China. It is difficult to find an Australian-
made product in these categories. In 2017, the last Australian car factory 
was closed. Therefore, any new car that is now sold in Australia has to be 
imported.

Many imports are brought into the country as cheaper 
alternatives to the Australian-manufactured products. 
You can see this on the supermarket shelves, where 
the cheaper home-brand version of a particular type of 
food is often an imported alternative to the Australian-
made product. Imported ingredients or components are 
often used in products that are assembled in Australia. 
For example, Australian juice companies that use fruit 
from local suppliers may still import juice concentrate 
from overseas and mix it with the local product.

TABLE 2  Australia’s main imports

Rank Commodity Percentage %

1 Personal travel 11.0

2 Refined petroleum 6.0

3 Passenger motor vehicles 5.1

4 Telecom equipment and parts 3.5

5 Crude petroleum 3.2

6 Goods vehicles 2.5

7 Freight transport services 2.4

8 Computers 2.3

9 Professional services 1.8

10 Passenger transport services 1.8

FIGURE 2  Australia is 
a major trading nation, 
exporting and importing 
many goods and services.

FIGURE 3  China produces high quality electronic 
products more cheaply then we can in Australia.
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Australian consumers influence overseas businesses
Most imported goods coming into Australia are purchased by 
Australian retail businesses expecting to sell them on to local 
consumers. Although consumers in Australia increasingly buy 
goods from overseas themselves through online purchases, it 
is mostly retail businesses that import large container loads of 
electrical goods, footwear, clothing, toys, sporting equipment 
and other goods from producers in other countries.

Just as Australian manufacturers are influenced by 
Australian consumer preferences to produce particular 
types of goods and services to match those preferences, 
businesses that import goods must also be aware of those 
preferences. This means they will only order goods from 
overseas producers that they know Australian consumers 
will buy. Those overseas producers may have to be aware of 
consumer preferences in a variety of different countries (not 
just Australia) if they are to be successful.

Advantages and disadvantages of importing goods from overseas
Importing goods and services can have both positive and negative effects on the Australian economy. This is 
illustrated in TABLE 3.

FIGURE 4  Motor vehicles and petroleum are among the many imported products sold in Australia.

FIGURE 5  Workers in a textile factory in 
Laos manufacture clothes to sell in Australian 
shops.

TABLE 3  Advantages and disadvantages of imports

Advantages Disadvantages

 • There is a much larger range of goods and 
services for consumers to buy.

 • It forces Australian producers to make goods and 
services more efficiently, as they have to compete 
against cheaper imported products.

 • Importing goods from other countries can 
encourage people in those countries to buy 
products from us.

 • Australian workers have the opportunity to live 
and work overseas and learn other languages and 
cultures.

 • Trade between countries encourages peaceful 
relationships between those countries.

 • Australian jobs may be lost to countries with lower 
wages, particularly in manufacturing.

 • Australian industries have found it difficult to 
compete with the lower production costs of some 
overseas countries. This has led to a closure of 
industries, such as motor vehicle manufacture.

 • Money leaves the country, adding to the wealth of 
overseas producers instead of remaining in Australia.

 • We may become too dependent on imported goods 
and lose the skills to produce these ourselves.

 • Harmful animal species as well as diseases, such 
as bird flu, may inadvertently be brought into the 
country on ships bringing in imported goods.
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7.5 ACTIVITY

Using the information in TABLE 3, design a poster to encourage Australians to buy Australian-made products 
rather than imported products.  
 HASS skills: Communicating and reflecting 
 Economics and Business concept: Making choices

7.5 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. What is the difference between imports and exports?
 2. Explain why it is important for Australia to import goods and services.
 3. Give two examples of goods that Australia imports.
 4. Give two reasons why exports are important for the Australian economy.
 5. How would an overseas manufacturer know what products to sell to Australian consumers?

Apply your understanding

 6. Identify two positive and two negative effects that importing goods and services has on the Australian 
economy.

 7. Use the information in this subtopic to identify whether the following statements are true or false.
 a. Australia was a major importer of wool for more than 100 years.
 b. Most of the electrical goods that we buy are manufactured in Asian countries.
 c. Almost 51 per cent of Australia's total income comes from exports.
 d. Exports brought in $470.2 billion in 2018–19.

 8. Australia is an exporter of raw materials and minerals and an importer of finished goods. Explain why this 
can be detrimental to our economy.

 9. Explain one non-economic benefit of Australia exporting products overseas.
 10. Explain how online markets affect the value of our imports.

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
1, 3, 7

LEVEL 2
Questions 
2, 4, 6, 8

LEVEL 3
Questions 
5, 9, 10

Resources

Weblink  Australian Government Department of Foreign Affairs and Trade
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7.6  Being an entrepreneur

7.6.1 Turning ideas into a business
Not everyone knows how to turn their ideas into a business. 
A person who is willing to take a risk and has the qualities 
required to turn an idea into a successful business is called 
an entrepreneur. An entrepreneur’s methods are sometimes 
regarded as groundbreaking and innovative. For these people, 
the opportunity to explore untapped markets with no guarantee 
of success can be motivation itself. However, for those whose 
ideas translate into a successful business venture, the profits are 
often huge.

7.6.2 What is an entrepreneur?
An entrepreneur is someone who could be just like you.

Entrepreneurs:
 • have great ideas and do something about them
 • hunt for opportunities to promote their ideas
 • thrive on the challenge of creating their own successful 

business
 • make money out of solving problems and selling their 

ideas
 • usually start up their own businesses.

How old do you have to be?

Any age! If you have a great idea and the determination to make it happen, you could join this list of young 
entrepreneurs who enjoy some huge success stories:

 • HiSmile was started in 2014 by 20-year-old and 18-year-old friends Alex Tomic and Nik Mirkovic. Their 
teeth whitening service took off after Kylie Jenner promoted their services.

 • Founded in 2015 when he was just 17, Blake Garrett’s school administration software startup School 
Bytes was developed after the founder overheard members of his school’s office staff complaining about 
the clunky current system they were using.

 • Subway sandwiches were the brainchild of 17-year-old US-based Fred DeLuca.
 • Rip Curl, an Australian company, was started up in the Australian backyard of surfers Brian Singer and 

Doug Warbrick.
 • Dell Computers was set up when 18-year-old Michael Dell realised it 

was a lot cheaper to build computers than to buy them ready made.
 • Poppy King founded Poppy Industries Pty Ltd at age 18 after recognising 

there was a gap in the market for matte lipstick.
 • Molly Whiticker-Ferrie was aged 14 when she started her Melbourne-

based business, Fairy Friends Forever, which specialises in birthday 
parties for girls.

1.  Creative

2.  Independent

3.  High energy

4.  Learn from failures

5.  Competitive

6.  Willing to work long hours

7.  An eye for opportunity

8.  Self-con�dent

9.  Enjoy being in charge

10.  Willing to take risks

FIGURE 1  Could you be an 
entrepreneur? If you have most of these 
attributes and skills, your chances of 
entrepreneurial success look good.

LEARNING INTENTION

By the end of this subtopic you will be able to describe the qualities of an entrepreneur and identify some 
examples.

business    an organisation that provides 
goods and/or services to consumers in 
order to make a profit

entrepreneur    a person who takes on a 
risk by starting a business with an idea, 
hoping to make a profit through initiative 
and enterprise
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7.6.3 Who are some successful entrepreneurs?
There are many examples of youthful entrepreneurs who have gone on to be successful business owners. A 
famous one is Sir Richard Branson, chief executive officer of the Virgin Group. He started his first business, 
a student magazine, when he was aged 16 and still at school. Another example is Bill Gates, co-founder of 
Microsoft. His interest in computers and computer software began when he was 13 years old.

RICHARD BRANSON

Richard Branson is the founder of the Virgin group, which 
comprises hundreds of companies including an airline, a train 
company and a mobile phone network. He started his first 
business at the age of 16. You may have seen Richard Branson 
in the media because he is famous for his publicity stunts 
whenever Virgin launches a new business or project. One of 
Richard Branson’s current big ideas is commercial space travel.

If you have heard Richard Branson speaking, you will know 
that he is passionate and enthusiastic. He listens to staff and 
customers, carrying a notebook with him wherever he goes so 
that he can write down what he sees and hears. He then follows 
up on the ideas. He shares Virgin’s future plans with his staff, 
and his vision inspires people to perform at their best.

MARK ZUCKERBERG

Mark Zuckerberg is a famous American entrepreneur. He is one of the 
founders of the successful social media site Facebook. Mark Zuckerberg 
is a computer programmer who began creating websites while he was at 
university. In 2004, he launched Facebook and it has grown in popularity 
ever since. As of November 2018 according tohootsuite.com, there 
were over 1.47 billion daily users of Facebook. His business has been 
successful because he has specialised skills and was willing to take a risk 
to develop a unique business idea.

Mark Zuckerberg believes in the open and free flow of information 
between people. Facebook has allowed this to occur, but it has also 
created controversy throughout its years of operation. As a result 
of Facebook's success, Mark Zuckerberg has been able to donate 
significant amounts of money to charitable causes.

ANGEL CHEN AND JEFFREY EFFENDI

Angel Chen, 26, and Jeffrey Effendi, 27, co-founders of marketing firm DrawHistory, have been named by the 
prestigious Forbes magazine in a list of the top 30 young business people in the media industry in the Asia-
Pacific region. DrawHistory is a marketing firm with a difference. It focuses on promoting charity groups and 
social ventures, with the aim of reducing inequality. Since 2016 they have worked with more than 100 non-
government organisations, social enterprises and local initiatives.

‘You can be a business which makes profit and still do good,’ Ms Chen said. ‘Purpose and profit is something we 
advocate.’

Millennials can have an impact on business, the pair argue, by rewarding corporations who give back to their 
communities with their business and consumer spend.

FIGURE 2  Richard Branson with his 
daughter, Holly

FIGURE 3  Mark Zuckerberg
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LORNA JANE CLARKSON

Lorna Jane Clarkson is the founder of workout fashion 
business Lorna Jane. She began making leotards while 
she worked as a dental therapist and realised that 
there was a demand for fashionable activewear. Lorna 
Jane Clarkson and her husband, Bill, opened their first 
store in 1993. There are now more than 150 Lorna Jane 
stores worldwide.

Together with her husband, Lorna Jane Clarkson has 
never been afraid to take a risk. While other businesses 
believed that the market for fitness garments was too 
small to make a profit, the Clarksons decided to focus 
on that niche market anyway. The success of their 
business can be traced back to their vision and good 
management. Lorna Jane is renowned for innovative 
designs and for listening to customers, particularly 
through social networking.

FIGURE 5  Lorna Jane Clarkson

Resources

Weblink Small business entrepreneur

7.6 ACTIVITIES

 1. In small groups, come up with an original business idea. Through discussion, develop a strategy for 
launching your new product. You will need to consider how it will be promoted (e.g. advertising and publicity), 
distributed (e.g. online or shopfront) and priced (e.g. interest-free loans or ‘cheaper than all competitors’ 
promises).
Present your concept to the class using a PowerPoint or Keynote display. Negotiate the tasks that each 
group member will perform.
 HASS skills: Communicating and reflecting
 Economics and business concept: Specialisation and trade 

 2. Choose an entrepreneur — from this subtopic or one that you know — and investigate the behaviours and 
skills that they bring to their business. Use the questions below to help you.

 a. What business did this entrepreneur start, and at what age?
 b. Why did this person become an entrepreneur?
 c. What behaviours does this person display that make them an entrepreneur?
 d. What skills does this entrepreneur have?

 HASS skills: Analysing, Evalulating
 Economics and business concept: Specialisation and trade

Mr Effendi said his motivation to help combat inequality came from his childhood experiences. As an ethnic 
Chinese child in Indonesia, his family was forced to leave because of increasing racial tensions. An example of 
one of their successful programs is a campaign with The Humanitarian Group in Victoria Park. Through crowd 
funding, 80 people seeking asylum were helped with $92 000 raised for legal assistance.

Source: Adapted from Macdonald K. 2018, Young Perth entrepreneurs Angel Chen and Jeffrey Effendi named among world’s 
best, The West Australian, 6 April 2018, and Warriner J. 2018, Subiaco entrepreneurs make Forbes 30 under 30 list, Western 
Suburbs Weekly, 13 April 2018.

niche market    a market in which a limited and 
clearly defined range of products is sold to a 
specific group
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7.7  Business owner or entrepreneur?

7.7.1 Are they different?
We have looked at some examples of well-known entrepreneurs. But what is the difference between a business 
owner and an entrepreneur? Unfortunately, this question has no easy answer. Both business owners and 
entrepreneurs run businesses. The difference is best seen in the behaviours and skills that entrepreneurs bring 
to a business that people who simply run businesses do not have.

7.7.2 Business owners and entrepreneurs
Business owners play an important role in the economy, just as entrepreneurs do. A business owner might start 
their own businesses, just as entrepreneurs might. Business owners might purchase an existing business and run 
that, just as entrepreneurs also run businesses.

7.6 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au

Check your understanding

 1. In your own words, what is an entrepreneur?
 2. At what age can you be an entrepreneur?
 3. Outline the sort of personality and qualities that a successful entrepreneur is likely to have. Suggest why 

these might be needed.
 4. In this subtopic you learnt about Mark Zuckerburg.
 a. Why is Mark Zuckerburg an entrepreneur? Has he been successful so far? Explain.
 b. How did Mark Zuckerburg put his business idea in place?
 c. If you were the entrepreneur’s business adviser, what three tips would you give Mark Zuckerburg for 

continued business success?
 5. What is a niche market?

Apply your understanding

 6. What do you think would happen to Australia’s economy if we had no entrepreneurs?
 7. Do you think you have ‘got what it takes’ to be an entrepreneur? Explain, drawing attention to what you see 

as your strengths and weaknesses for such a career.
 8. Make a list of five innovative products that you use. (Note: you can't refer to products identified in the topic.)
 9. A television show such as Shark Tank allows budding entrepreneurs to sell their ideas to a panel of 

successful entrepreneurs. Explain why this show is needed and why traditional lenders of money often don't 
lend money to budding entrepreneurs.

 10. Not all entrepreneurs are successful the first time. What lessons can entrepreneurs learn from failing?

For sample responses to every question, go to www.jacplus.com.au.

LEARNING INTENTION

By the end of this subtopic you will be able to identify the difference between an entrepreneur and a business 
owner and describe the skills and behaviours of an entrepreneur.

Learning pathways

LEVEL 1
Questions 
1, 2, 3, 6

LEVEL 2
Questions 
4, 7, 8

LEVEL 3
Questions 
5, 9, 10
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However, business owners tend to be content with simply running a business on a day-to-day basis so that it 
makes a profit. They prefer to minimise risks and make calculated decisions where the outcome is reasonably 
clear. However, entrepreneurs do much more than that. As we know, entrepreneurs seize opportunities and 
take risks. Entrepreneurs also establish a shared vision and demonstrate initiative, innovation and enterprise. 
A business owner might have an idea for solving a problem and meeting that need in order to satisfy a target 
market, whereas an entrepreneur’s vision might be to make a big change or 
have an impact on the world. Entrepreneurs often do not know if their ideas 
are achievable or not.

The typical questions that need to be considered by both business owners and 
entrepreneurs when starting a new business are illustrated in the interactivity.

Let us have a closer look at some of the behaviours and 
skills that entrepreneurs bring to a business.

7.7.3 A shared vision
When an entrepreneur has a vision, it means they have 
an understanding or hope of what the business will 
be like in the future. This gives the business a clear 
direction. Having a shared vision means that everyone 
in the business works together, as a team, to develop and 
then accomplish a goal. When this happens, it is much 
more likely that staff will enthusiastically contribute to 
making sure the vision is achieved.

Where will I locate
the business to

maximise pro�t?

Are there any existing or 
likely competitors, and what will 

I do to keep a competitive 
edge over them?

Are there any
legal issues or

government/council
regulations that need

to be observed?

How will the 
products/services be 
distributed (e.g. online,

counter service, 
home delivery)?

What will be the price
structure for the 

products/services
offered?

What product or service
am I offering, and why is

it special or different?

How will the business and its 
products/services be promoted

and advertised?

How will the set-up of the
business be �nanced?

Is this a ‘niche market’
area, and what are the

opportunities and risks?

Who is my target market?

FIGURE 1  Typical questions considered by entrepreneurs and business owners in making a business idea 
happen

FIGURE 2  A shared vision is much more likely to 
be achieved because people who are involved in 
developing a vision will be more inspired to work 
towards the goal of achieving it.

target market    a market at which a 
product is deliberately aimed

vision    a statement expressing where a 
business is going or what it will be like
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7.7.4 Initiative
When an entrepreneur demonstrates initiative, it means they are taking the first step in a series of actions or in 
a process. They frequently do this without someone prompting or telling them to take this step; an entrepreneur 
will usually make this decision independently. However, they might seek the help or advice of other people 
before they do so.

Jo Horgan was the 2018 Australian EY Entrepreneur of the Year. EY refers to the 
global organisation, Ernst & Young Global Limited. Mecca, the business Horgan 
founded in 1997, has grown into one of Australia’s leading cosmetics and beauty 
businesses.

7.7.5 Innovation and enterprise
Innovation is either adding a new product (whether a good or a service) to an 
existing product line, or significantly improving an existing product or process. 
This is different from inventing, where a completely new product or process is 
developed. Innovation could simply involve changing the way a business works 
so that it delivers better products. Enterprise is the effort made by someone to 
creatively or boldly achieve something new. Entrepreneurs exhibit enterprise by 
taking risks to determine if the market is interested in their new ideas.

FIGURE 3  Jo Horgan, 
founder of Mecca

FIGURE 4  Holographic communication is widely predicted to be an 
innovation that will change the way we work and talk to each other 
over the next few years.

7.7 ACTIVITY

Working in a group of three or four, use the information in this subtopic to plan a video presentation that 
promotes the need for entrepreneurs. Make it interesting and catchy.

Cover all the behaviours and skills that are typical of an entrepreneur. Use video editing programs and internet 
research as part of your planning.

 HASS skills: Communicating and reflecting
 Economics and Business concept: Specialisation and trade

initiative    the first step or opening move in a 
series of actions

organisation    an entity formed for a specific 
purpose, usually related to the production or 
provision of a good or service

innovation    either adding a new product 
to an existing product line, or significantly 
improving an existing product or process

enterprise    the creative or bold efforts made 
by someone to achieve something new

TOPIC 7 Our economy — consumers, producers and entrepreneurs 183

c07OurEconomyConsumersProducersAndEntrepreneurs.indd   183 8/20/2020   10:29:00 AM

UNCORRECTED PAGE PROOFS



7.7 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. List some of the important questions that need to be considered by a business owner or an entrepreneur in 
making a business idea happen.

 2. What is the difference between a business owner and an entrepreneur?
 3. Outline what is meant by the following entrepreneurial behaviours:
 a. establishing a shared vision
 b. initiative
 c. innovation
 d. enterprise.

 4. Explain what is meant by a target market.
 5. Explain why a shared vision is important for a business, particularly at the commencement of a business.

Apply your understanding

 6. Describe what might happen to an entrepreneur or a business owner if their business fails.
 7. Why is being an entrepreneur so important to the success of a business?
 8. Explain why business owners often manage their business.
 9. Distinguish between innovation and enterprise.
 10. Entrepreneurs and business owners take risks. Describe two risks they may take and why it is important that 

they take these risks.

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
2, 4, 5, 6

LEVEL 2
Questions 
1, 7, 8

LEVEL 3
Questions 
3, 9, 10

7.8  Business success: high-quality product and 
location

7.8.1 Important choices
How does a small business owner make sure their product is of high quality, and how can they choose the best 
location to gain exposure for their business? These are important choices that will contribute to the success of 
the business.

7.8.2 A high-quality product
A business owner should aim to produce a high-quality product — one that meets the expectations of the 
customer. This means that the product will be reliable, safe and easy to use, durable, well designed and 
delivered to customers on time. A business owner will need to ensure that quality materials are used in the 
production of their good or service, and that there are no faults before it is sold to customers.

LEARNING INTENTION

By the end of this subtopic you will be able to explain the importance to a business of a high-quality product and 
a good location.
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How to make a high-quality product
Just how do you produce a high-quality product? 
Attributes that a business owner might attempt to include 
in their new product before taking it to the marketplace 
include:

 • premium features — producing a product that 
is perceived to be superior to the products of 
competitors. A business owner can achieve 
this by making sure that the product will be 
considered luxurious; for example, by being more 
accommodating, providing greater comfort, or by 
tasting better than the competitors’ products. For 
example, companies such as Sony and LG often 
add premium features to their consumer electronics 
products.

 • durability and reliability — creating high-quality products that provide the customer with high value by 
lasting as long as possible. We live in a society that does not seem to value products that last for a long 
time, but some businesses distinguish their products from those of their competitors on this very basis. 
Boral, for example, is renowned for supplying durable building products and construction materials.

 • high performance — making sure that the product performs better than the products of competitors. A 
business owner can achieve this by making a product that is faster, more efficient or more powerful; or by 
making a product that completes a task in a better way than competing products. Samsung and Apple, for 
example, advertise that their mobile phones offer top performance.

7.8.3 Location
Many factors must be considered when a business owner chooses a location. These include personal 
convenience, zoning regulations, the suitability of the premises for the business and the potential for 
expanding those premises. Other important factors discussed in detail below are:

 • visibility
 • accessibility
 • competitor location
 • cost
 • area reputation.

Visibility
Exposing the product and the business to potential 
customers is essential for a retail business or one providing 
a service to the public. Businesses such as department 
stores and hairdressers rely heavily on passing trade for 
sales. That is why these types of businesses typically locate 
in shopping centres or on shopping strips.

FIGURE 1  A clothing retailer can add a 
premium feature to its product, thus creating 
a high-quality product, by providing a tailor to 
adjust customers’ purchases.

DISCUSS

Many people update their mobile phones each year in a desire to have the 
newest and most powerful model. Do you think that this trend will continue 
in the future? What are the different motivations for the consumer and the 
manufacturer to continue this trend? Are there any downsides to this behaviour?

 General capability: Ethical understanding

FIGURE 2  Many people today run businesses 
online from home so there is no physical 
location for their business.
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by local council outlining the purpose for 
which a building or land can be used. 
Zones are usually based on land uses such 
as residential, commercial or industrial in 
the future.

premises    the land and buildings occupied 
by a business

passing trade    the sales a business makes 
as a result of customers walking or driving 
past the store
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Accessibility
A business generally needs to locate as close as possible to its customers or suppliers. The importance of each 
of these considerations depends on the nature of the business. A retail business needs to be close to customers, 
with convenient parking or access to public transport nearby. For this reason, a clothing store might decide 
to locate in a shopping centre or a shopping strip. For a business that manufactures goods, being close to 
suppliers might be more important. A car parts manufacturer would need to be close to transport networks, 
such as freeways or railway lines, so that it can easily receive raw materials from suppliers and then distribute 
the finished goods.

Competitor location
For a retail business or service provider, it 
does not usually make sense to locate close 
to competitors. If an antique furniture shop 
is already established in a shopping centre, 
it might be a bad idea to set up another one 
there unless there is a huge demand for 
antique furniture. It would make more sense to 
locate near other businesses that sell different 
products, and feed off the customers that are 
drawn in by the variety of choices or by the 
attraction of a large brand name. This is why 
many businesses choose to locate in a large 
shopping centre with well-known businesses 
such as Coles, Woolworths, Target and Big W 
nearby.

However, some businesses choose to locate 
in an area where there are other businesses 
selling the same product. They will do this because customers are attracted by the competition and choices 
offered by the collection of businesses. Examples of this include furniture stores or car yards located together 
along a busy highway.

Cost
When considering the cost of a location, the business owner must decide whether to rent or purchase the 
premises. In general, the cost of the location will be affected by the location’s size, quality, visibility, 
accessibility and the amount of passing trade. For example, locating in a shopping centre is usually more 

(b)(a)

FIGURE 3  An example of a shopping centre and a shopping strip: Melbourne Central shopping centre (a) and 
Liverpool Street in Hobart (b)

FIGURE 4  Many businesses choose to locate in large 
shopping centres because they can then feed off the large 
number of customers who are drawn in by the wide variety 
of products and competitive prices offered in one location.
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expensive than locating on a shopping strip. For the business owner, an ideal location would be one where 
costs are kept to a minimum, taking into account all of the other location factors. A restaurant relying heavily 
on passing traffic might find that locating in a low-cost site with low visibility is ultimately not a successful 
strategy.

Area reputation
A location with a low cost might initially seem attractive, but it could be relatively cheap because of its poor 
reputation. An area with a poor reputation might have a high crime rate and be perceived as an unsafe place. 
Potential customers may not be prepared to visit a business located in such an area.

Online businesses
Online businesses can be located in any location; they do not even need to be located in the same country as 
the market that they operate in! Rent may be higher for online businesses in inner-city areas; however, in these 
areas they may be able to attract higher-skilled workers to work for them. Consideration should be given to 
the location of the warehouse where goods are shipped from. Increasing numbers of online businesses are also 
moving to set up in a physical location after establishing their reputations online.

7.8 ACTIVITY

Select a site in your local area that has shops (businesses), houses and perhaps industrial areas and complete 
the following:

 a. Draw the site plan, detailing traffic flows and the location of shops and houses.
 b. Explain the reasons for the location of each business.
 c. If you were to open a new business here, such as a café, where would you locate your business? Give 

reasons for your answer.  HASS skills: Communicating and reflecting 
 Economics and Business concept: Allocation and markets

7.8 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. Briefly outline the attributes a business owner might consider when developing a high-quality product.
 2. What is passing trade?
 3. Explain the following factors in a high-quality product:
 a. premium features
 b. durability and reliability
 c. high performance.

 4. What might happen to a business that does not sell a high-quality product?
 5. Explain what is meant by visibility in terms of a business location.

Learning pathways

LEVEL 1
Questions 
1, 2, 4, 6

LEVEL 2
Questions 
3, 7, 8

LEVEL 3
Questions 
5, 9, 10
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7.9  Business success: quality service and sound 
management practices

7.9.1 Meeting customer expectations
Providing quality service and using sound management practices allow 
a small business to meet customer expectations.

7.9.2 Quality service
Quality service leads to customers being satisfied with the product of 
the business. Highly satisfied customers 
obviously generate profit, but by 
returning to the business they can 
also bring other customers with them. 
This is referred to as word-of-mouth 
business.

A business can make sure that it 
provides quality customer service by 
seeking feedback from customers. One 
way to collect feedback is through a 
customer survey. Many businesses 
use customer loyalty programs, which 
allow them to build a database on their 
customers and stay in contact with 
them. Discounts and giveaways can 
be used to reward customers. Another 
way that businesses can provide quality 
service is by training staff.

Apply your understanding

 6. What do you think would happen to a business that chose an unsuitable location? List five possible 
consequences of choosing the wrong location.

 7. List the factors that need to be considered when deciding the location of the following businesses:
 a. a car manufacturer
 b. a restaurant
 c. a supermarket
 d. a health food store
 e. an online T-shirt supplier
 f. an importer of exotic plants.

 8. Why are location and a high-quality product so important to a business’s success?
 9. Distinguish between reliability and durability.
 10. Explain one advantage and one disadvantage of locating your business close to a competitor.

For sample responses to every question, go to www.jacplus.com.au.

LEARNING INTENTION

By the end of this subtopic you will be able to describe quality service and its importance and explain the 
features of sound management practices.

FIGURE 1  Quality customer service will make sure that customers 
keep returning to buy the business’s products.
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word-of-mouth    the passing of information 
about a business from a satisfied customer to 
prospective customers

customer survey    the polling of customers 
to identify their level of satisfaction with the 
business’s products and quality of service
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7.9.3 Sound management practices
Sound management practices require that business owners exercise four crucial management roles, manage the 
finances of the business, and manage the business in an ethical and socially responsible manner.

Management roles
Four crucial management roles must be fulfilled if a business is to be effectively and efficiently managed:

 1. planning — This is the process of identifying goals for the business as well as the steps to follow to 
achieve those goals. For example, a manager might set a goal that the business will introduce a new 
product over the next 12 months.

 2. organising — This is the process of working out what resources are necessary to complete the tasks that 
need to be performed so that the goals of the business are achieved. These might be human, physical or 
financial resources. For example, a manager might assign a particular task or responsibility to a worker in 
the business.

 3. leading — This is the process of motivating or inspiring staff in the business to achieve the goals of the 
business. For example, a manager might explain to staff what the goals of the business are and why it is 
important to achieve those goals. This might influence staff to work hard to achieve those goals.

 4. controlling — This is the process of comparing what was expected to be achieved with what was actually 
achieved. For example, a manager would look at sales figures for the new product to see how the business 
was progressing towards achieving its goal of introducing a new product over the next 12 months.

Planning
• What are the
   business goals?
• What steps are 
   needed to achieve   
   those goals?

Organising
• What resources are needed    
    to achieve the business goals?
• These could be human,     
    physical or �nancial resources. 

Controlling
• How do expected 
    results compare 
 with actual results?

Leading 
• How to motivate
 staff to achieve the
 business goals?

FIGURE 2  The four crucial management roles

Financial management
It is vital that the business owner manages the finances of the business. Cash flow 
needs to be maintained. Cash is one of the most important resources for a business. 
Without cash, the business would not survive. Only by tightly controlling and 
monitoring the business’s cash position will the business succeed.
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cash flow    the amount of money 
moving in and out of the business 
at any given time
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The business owner also needs to make sure that the business is making a profit. Regular profit reports should 
show that a business is earning more revenue than expenses. If the business is not making a profit, or if cash 
flow is poor, the business owner needs to review what is happening in the business and make changes.

Ethical and socially responsible management
A modern business cannot just consider its financial position. Today, people expect 
that businesses will do the right thing when making decisions and show concern for 
society in their actions. Ethical management occurs when a business applies moral 
standards to decisions made; for example, by being honest in the way they deal with 
other businesses. Socially responsible management occurs when a business shows 
concern for the social welfare of the community, including customers, staff and the 
environment. Society expects that a business will treat employees fairly, show respect 
to customers and look after the environment.

DISCUSS

Some of the largest companies in the world use profit-shifting techniques, where the profit in the different 
countries they operate in is moved about in order to reduce their overall tax burden. Do you think it is ethical 
for companies to be able to do this? What impact does it have on the people in the countries where this is 
happening?  General capability: Ethical understanding

7.9 ACTIVITY

Role play the situation described below in which a customer is receiving poor service. At the very least, you will 
need someone to play the part of an unhappy, irate or angry customer and someone will need to play the part of 
an employee or a business owner. However, choose characters to suit your situation. Set the classroom up like a 
business and see if the business owner or employee can keep the customer satisfied!

‘Chris walks in to a clothing store with some friends and starts to browse. The group is laughing while they look 
through the racks of clothes. A sales assistant, believing that they are making fun of the clothes, asks them to 
leave while telling them, “You don’t belong in a store as expensive as this one!”’

 HASS skills: Communicating and reflecting
 Economics and Business concept: Allocation and markets
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ethical management    the 
decisions made by the business 
owner abiding by moral standards

socially responsible 
management    the decisions 
made by the business owner 
reflecting the business’s 
obligations to the wellbeing of 
society
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7.9 EXERCISE

To answer questions online and to receive immediate feedback and sample responses for every question, go 
to your learnON title at www.jacplus.com.au.

Check your understanding

 1. What is word-of-mouth business?
 2. List the four roles of management.
 3. Describe how a business can develop quality service.
 4. Explain the difference between financial management and ethical and socially responsible management.
 5. Explain what is meant by meeting customer expectations.

Apply your understanding

 6. Complete the following table to explain how each sound management practice contributes to a successful 
business.

Sound management practice How it contributes to a successful business

Planning

Organising

Leading

Controlling

Financial management

Ethical and socially responsible management

 7. Describe a scenario where a business provides poor customer service and predict the possible outcomes of 
that poor service.

 8. What will happen to a business that does not make use of sound management practices?
 9. Distinguish between planning and organising.
 10. Distinguish between being ethical and socially responsible.

For sample responses to every question, go to www.jacplus.com.au.

Learning pathways

LEVEL 1
Questions 
1, 2, 5, 6

LEVEL 2
Questions 
3, 7, 8

LEVEL 3
Questions 
4, 9, 10
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7.10  Thinking Big research project: Shopping habits
Scenario
How often do you go shopping with your parents? Do your parents say ‘we are going shopping’ or do they say 
‘we are going to Woolworths’?

Does your family shop at Coles or Aldi, Kmart or Big W, EB Games or JB Hi-Fi?

Most people develop shopping habits over time — we all develop favourite products, favourite brands, even 
favourite shopping centres. Why do you think this occurs? Have you developed favourite shopping venues?

Task
Your task is to investigate the shopping venue choices of a group of people for a specific retail area.

At the end of the investigation you should be able to prepare an oral report and a PowerPoint presentation for 
your class, presenting your findings.

Follow the steps detailed in the Process section to complete this task.

Process
 • Open the ProjectsPLUS application for this topic. Click on the Start new project button to enter the 

project due date and set up your project. Working by yourself, save your settings and the project will be 
launched.

 • Navigate to the Research forum, where you will find ideas loaded to guide your research. You can add 
further topics to the Research forum if you wish. When you have completed your research, you can print 
out the Research report in the Research forum to easily view all the information you have gathered. In 
the Media centre you will find weblinks and an assessment rubric to guide your research.
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 • Select two businesses that sell similar product ranges — stores such as Myer and David Jones or 
McDonalds and Hungry Jacks.

 • Each student must select a different pair of businesses from other students — your teacher will keep a 
record of which student is investigating which pair of businesses.

 • Select a group of approximately 25 people you would like to survey regarding which of the two options 
they use for their purchases in that particular area.

 • Your survey should contain at least 10 questions.
 • You questions should relate to the types of businesses you are comparing.
 • Your choice of survey recipients should be appropriate for the businesses you selected. Some 

suggestions include:
 • Another Year 7 Humanities class
 • A class at another Year level at your school
 • Friends from any sporting club you are associated with
 • Ask a business if you can survey customers at their shop (ask your parents as well)
 • Family members.

 • Show your survey questions to your teacher for approval prior to conducting the survey.
 • Prepare a speech to give to survey recipients prior to them completing the survey.
 • Don’t forget to thank people for completing the survey.
 • Use the information gathered from your survey to prepare an oral presentation and PowerPoint 

presentation on shopping preferences by your selected group of people.
 • Present your findings to the class.

Resources

ProjectsPLUS Shopping habits (pro-0244)
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 7.11  Review
7.11.1 Key knowledge summary

7.2 The importance of businesses as producers
 • The Australian economy is the total of all activities undertaken within Australia for the purpose of 

producing, distributing and consuming goods and services.
 • We purchase goods and services to satisfy our needs and wants.
 • Employees provide labour to businesses and receive money in return, enabling them to purchase goods 

and services from other businesses.

7.3 Responding to consumer demand
 • A market is any organised exchange of goods and services for money, with many different markets 

operating in the economy as a whole.
 • Markets in Australia are influenced by what consumers wish to buy, including products that are healthy 

and environmentally friendly.

7.4 Determining prices
 • Businesses can determine their prices by using the recommended retail price, following price leaders, 

using percentage mark-ups, pricing according to what the market will bear, or offering quotes to 
customers.

7.5 Influencing overseas producers
 • Australia is a major trading nation, with large volumes of exports and imports traded with countries all 

over the world.

7.6 Being an entrepreneur
 • An entrepreneur takes on a risk by starting any business with an idea, hoping to make a profit through 

initiative and enterprise.
 • Any person, of any age, can be an entrepreneur as long as they have a great idea and the determination to 

make it happen.

7.7 Business owner or entrepreneur?
 • Business owners run businesses on a day-to-day basis to make a profit. They minimise risks and make 

calculated decisions where the outcome is reasonably clear. A business owner might have an idea for 
solving a problem and meeting a need in order to satisfy customers.

7.8 Business success: high-quality product and location
 • A high-quality product is one that meets the expectations of the customer: the product is reliable, safe and 

easy to use, durable, well designed and delivered to customers on time.
 • When locating a business, the owner needs to consider personal convenience, zoning regulations, the 

suitability of the premises for the business and the potential for expanding those premises, as well as 
visibility, accessibility, location of competitors, cost and reputation of an area.

7.9 Business success: quality service and sound management practices
 • Businesses need to provide quality service so that customers will continue to return to the business.
 • Business owners need to use sound management practices including the four crucial management roles, 

financial management, and ethical and socially responsible management to make sure that their business is 
successful.
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7.11.2 Key terms

7.11.3 Reflection
Complete the following to reflect on your learning.

Revisit the inquiry question posed in the Overview:

In what way do you think the personal choices that you make, or the decisions that businesses make, can 
affect the Australian economy as a whole?

 1. Now that you have completed this topic, what is your view on the question? Discuss with a partner. Has your 
learning in this topic changed your view? If so, how?

 2. Write a paragraph in response to the inquiry question, outlining your views.

business    an organisation that provides goods and/or services to consumers in order to make a profit

cash flow    the amount of money moving in and out of the business at any given time

consumer    a person or group who is the final user of goods and services produced within an economy

customer survey    the polling of customers to identify their level of satisfaction with the business’s products and quality of 
service

employees    people who work for a wage or salary

enterprise    the creative or bold efforts made by someone to achieve something new

entrepreneur    a person who takes on a risk by starting a business with an idea, hoping to make a profit through initiative and 
enterprise

ethical management    the decisions made by the business owner abiding by moral standards

goods    physical items that satisfy needs and wants

income    money earned through employment or investment

initiative    the first step or opening move in a series of actions

innovation    either adding a new product to an existing product line, or significantly improving an existing product or process

labour    the human skills and effort required to produce goods and services

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

niche market    a market in which a limited and clearly defined range of products is sold to a specific group

organisation    an entity formed for a specific purpose, usually related to the production or provision of a good or service

passing trade    the sales a business makes as a result of customers walking or driving past the store

percentage mark-up    a way of determining selling price by adding a fixed percentage to the cost of the product

premises    the land and buildings occupied by a business

producer    an individual or business involved in the production of goods and services

profit    what remains after all business expenses have been deducted from the money that has been collected from selling 
goods or services

retail    describes a business that sells goods and services to consumers

services    actions done for you by others to satisfy your needs and wants

socially responsible management    the decisions made by the business owner reflecting the business’s obligations to the 
wellbeing of society

target market    a market at which a product is deliberately aimed

vision    a statement expressing where a business is going or what it will be like

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 

wellbeing    an overall measure of quality of life

word-of-mouth    the passing of information about a business from a satisfied customer to prospective customers

zoning regulations    the decisions made by local council outlining the purpose for which a building or land can be used. Zones 
are usually based on land uses such as residential, commercial or industrial in the future.
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 7.11  Review exercise
Multiple choice
 1. What is one way that producers and consumers depend on each other?
 A. They want each other's money.
 B. Producers pay the consumers who buy from them.
 C. Consumers rely on producers to provide goods and services.
 D. Consumers try to satisfy both needs and wants.

 2. A market can work effectively only if:
 A. consumers can find out about the goods or services available for sale.
 B. consumers can use credit cards.
 C. businesses employ enough consumers to provide the labour they need.
 D. it can satisfy the needs and wants of all consumers.

 3. How do businesses find out about their customers' preferences?
 A. By providing healthy products
 B. By importing cheaper goods from overseas
 C. By carrying out market research
 D. By supporting environmentally sustainable production

 4. Percentage mark-ups are used by a business because they allow the business owner to:
 A. make a much larger profit.
 B. avoid using recommended retail prices.
 C. keep prices close to those of price leaders.
 D. cover all business expenses and make a profit.

 5. One of the disadvantages to the Australian economy of imports is:
 A. they discourage people in other countries from buying goods from us.
 B. they make choosing between the large range of imported goods more difficult for consumers.
 C. they can lead to a loss of skills in Australian manufacturing.
 D. they force Australian producers to make goods and services more efficiently.

 6. How can overseas manufacturers determine what products to sell to Australian consumers?
 A. They carry out market research in Australia.
 B. They know they can produce goods more cheaply than Australian businesses.
 C. Australian retailers only import what they believe they can sell to their customers.
 D. They produce a greater variety of goods than we can in Australia.

 7. An entrepreneur is a person who:
 A. runs a business.
 B. takes on risk by starting a business with an idea, hoping to make a profit through initiative and enterprise.
 C. has an idea for a business and starts one.
 D. buys into a franchise.

Resources

eWorkbook Customisable worksheets for this topic (ewbk-4283)
Reflection (ewbk-4229)
Crossword (ewbk-4228)
Student learning matrix (ewbk-4222)

Interactivity Individual and business success crossword (int-7710)
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 8. What does having a shared vision mean?
 A. Everyone in the business works as a team to develop and accomplish a goal.
 B. The entrepreneur tells everyone what the goal is.
 C. Everyone in the business has a turn at writing a goal.
 D. Everyone in the business has an equal opportunity to succeed.

 9. When choosing a location, a business needs to consider visibility because:
 A. staff working at the business need to see what they are doing.
 B. the business needs to be able to make its product.
 C. sales can be made from customers walking or driving past the store.
 D. competitors can see what the business is doing.

 10. How can a business ensure that it provides quality service?
 A. By offering cheap prices on its products
 B. By running a free competition for customers
 C. By asking suppliers for evidence of quality
 D. By collecting feedback through a customer survey

 11. When business managers plan, they are:
 A. monitoring who is completing specific tasks in the business.
 B. setting goals and working out the steps needed to achieve those goals.
 C. creating a list of tasks that need to be completed.
 D. inspiring staff to achieve the goals of the business.

 12. An ethical and socially responsible business will:
 A. treat employees fairly.
 B. show respect to customers.
 C. look after the environment.
 D. do all of the above.

Short answer
Read the following case study and then answer questions 13–20.

 13. Explain two ways in which Vanessa is participating in the economy.
 14. Outline how her employees contribute to the economy.
 15. What advantages might Vanessa have in the local market for kitchenware?
 16. Identify and explain one method Vanessa can use to identify the preferences of her customers.
 17. Which businesses in this market are likely to be price leaders in the kitchenware market? Give reasons for 

your answer.
 18. If Vanessa decides to use percentage mark-ups to determine the prices she charges, what are two factors 

she will have to consider in her calculations?
 19. Explain one way in which Vanessa’s business is probably participating in international trade.
 20. Identify and explain one advantage and one disadvantage of this participation.

Vanessa operates a kitchenware business. She sells cooking utensils, plates, cutlery and kitchen appliances. 
Vanessa employs three people in her shop, which is located in a busy shopping centre. There is no other 
specialist kitchenware retailer in the shopping centre, but there is a supermarket that sells some kitchen utensils 
and an electrical retailer selling some kitchen appliances.

c07OurEconomyConsumersProducersAndEntrepreneurs.indd   197 8/20/2020   10:29:04 AM

UNCORRECTED PAGE PROOFS



Read the following case study and then answer questions 21–24.

 21. What business did Samantha Wills start and at what age?
 22. What behaviours and skills does she display that make her an entrepreneur?
 23. How have these entrepreneurial behaviours affected her business?
 24. In what ways is Samantha Wills socially responsible?

198 Jacaranda Humanities and Social Sciences 7 for WA Second Edition

A set of big dreams, a sense of naivety, determination, a generous splash of creativity and lots of hard work with 
persistence and time, in fact 12 long years, is all it took for Samantha Wills™ and her self-titled accessories 
(jewellery) company to become an ‘overnight success’.

What started as a hobby is now an international brand stocked in eighty countries around the world. With a 
$12 million annual turnover, the primarily online business sells through department stores and boutique retailers, 
without any real plans to have bricks-and-mortar shops.

Seventy per cent of the annual turnover comes from product sales in Australia, while the rest comes from the 
United States, Japan, France and Korea. The jewellery adorns celebrities such as Eva Mendez, Katy Perry, Lady 
Gaga and Taylor Swift.

With no formal business training, Wills attributes much of her success to sheer tenacity and being passionate 
about her product. Wills says to be a successful entrepreneur you need to have a passion for what you are doing 
and stick with it, no matter what gets thrown at you.

Starting from scratch was not easy for Wills who faced many hurdles before she found success. Without any 
formal business education, she learnt the hard way ‘on the job’. She learnt to surround herself with people who 
possessed the qualities and skills she doesn’t.

It was with this in mind that she set up the Samantha Wills™ Foundation: for empowering women in business, 
with the aim of information sharing and developing a sense of community for young women wanting to start 
their own business. She regularly writes a blog and answers the questions of newer entrepreneurs starting out. 
Will believes it is important to give back and often speaks at conferences encouraging other women to become 
entrepreneurs.

Wills moved to Sydney at the age of 21. While many women her age were off having fun, she was concentrating 
on developing her business. During the day she worked in retail, going home each night to make jewellery to sell 
at markets. A friend offered her a spot on a showroom wall during the 2004 Australian Fashion Week. Investing 
her last $500, Wills hoped to make enough sales on the day to cover the costs of the stall. A sudden influx of 
orders worth $18 000 plunged her into $80 000 of debt. Promising customers that orders would be filled within 
two weeks, she quit her job the next day and threw everything she had at getting those orders out. It was naivety 
and not bravery that urged her on to becoming a success.
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RESOURCE SUMMARY  Resources

This is a summary of the digital resources you will find online for Topic 7 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.

7.1 Overview
Video eLesson
 • What is economics? (eles-0253)

7.3 Responding to consumer demand
eWorkbook
 • Supermarket shopping — the hidden persuaders 

(ewbk-4223)

Interactivity
 • Responding to consumer demand (int-5685)

7.4 Determining prices demand
eWorkbook
 • Determining prices (ewbk-4224)

7.5 Influencing overseas producers
eWorkbook
 • Imports and exports (ewbk-4225)

Weblink
 • Australian Government Department of Foreign 

Affairs and Trade

7.6 Being an entrepreneur
eWorkbook
 • Entrepreneur mind map (ewbk-4226)

Weblink
 • Small business entrepreneur

7.10 Thinking Big research project: 
Shopping habits

ProjectsPLUS
 • Shopping habits (pro-0244)

7.11 Review
eWorkbook
 • Wrap up! (ewbk-4227)
 • Reflection (ewbk-4229)
 • Crossword (ewbk-4228)
 • Student learning matrix (ewbk-4222)

Interactivity
 • Individual and business success crossword 

(int-7710)

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