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economy    a system established 
to determine what to produce, 
how to produce and to whom 
production will be distributed

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

allocate    assigning resources to 
different uses within the economy

FIGURE 1  The world of Economics and Business affects many everyday decisions we make.
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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 the topic.

6.1.1 Introduction to the world of Economics and Business
The economy can seem like a big concept, but we are all involved in it every day. Have you purchased food 
today? Have you used electricity, caught public transport or been driven in a car? Do you have a bank account, 
or have you sent a text to a friend? If you answered yes to even one of these questions, you have been involved 
in the world of economics and business. When we buy goods and services, deposit money in a bank account or 
obtain a casual job, we are all contributing to the economy.

This topic looks at economics and business concepts, starting with the basic economic 
problem of scarcity. It also looks at how we make choices to satisfy our needs 
and wants, how we allocate resources in our market-based system, 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 and understanding the world 
around you. You will develop skills including questioning and researching, analysing, 
evaluating, communicating and reflecting.
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6.2  Concepts in Economics and Business

The world of Economics
Economics studies people and the choices they make. It investigates how limited resources are used to satisfy 
our unlimited needs and wants. Economists consider how to improve the living conditions of people in their 
everyday lives. The world of economics is everywhere: it is occurring right now all around you, happening 
day and night, going on today and continuing tomorrow. The economic environment is always changing. This 
means that it is an exciting world, full of surprises and opportunities.

The world of Business
Businesses are a very common part of our society. You probably know someone who owns a business or 
works for a business and you will have bought something from a business in your life. Perhaps you have even 
operated your own ‘business’ – mowing neighbours’ lawns, babysitting, washing 
windows or setting up a stall at a local market. A business is any activity that is 
conducted by people to produce and sell goods and services that people are willing 
to buy, with the goal 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. You can also use them to try to imagine 
a different world. The six key concepts are: scarcity, making choices, specialisation 
and trade, interdependence, allocation and markets, and economic performance and 
living standards.

LEARNING INTENTION

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

FIGURE 1  The six key concepts in Economics and Business help make sense of the world.

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
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  6.2.1  Scarcity 
 As you learned in Year 7, scarcity is 
the concept of people having unlimited 
needs   and   wants  , but only having 
limited resources available to satisfy 
them. As individuals, countries and 
even our planet, we only have a certain 
amount of resources available to us. We 
call this the basic economic problem 
because it always exists, and it exists 
in all economies.  

 Needs are items that people must have 
in order to survive, such as food, water 
and clothing. Wants are a wish or 
desire for something that will make life 
more enjoyable for a person and are 
not necessary for survival. In order to 
make good choices with their available 
resources, people must know the 
difference between needs and wants. 
However, the difference between a need 
and a want is sometimes not clear. For 
example, you need shoes but you might 
want a designer pair of sneakers. In 
this situation, clothing can be both a 
need and a want. Generally, most of us 
would say that needs include shelter, 
health care and sanitation. You might say that a car, computer, internet and mobile phone are wants. However, 
many people in today’s society would suggest that these are needs.  

 To satisfy our needs and wants, businesses use resources to produce goods and services. There are four main types 
of economic resources: land, labour, capital and enterprise. These types of resources can be seen in  FIGURE  3  .  

Food, clothing, shelter,
water, medicine,

jewellery, car, travel,
love, entertainment,

recognition, computer,
electricity, wisdom

Unlimited needs
and wants

Land,
labour, capital,

enterprise

Limited
resources

  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.  

Scarcity

Limited
resources

Unlimited
needs

and wants

Types of resources

Capital

•  These resources have
    been created by
    combining land and
    labour
•  Examples include the
    electricity grid system,
    commercial buildings,
    highways, schools,
    factories and machinery

Enterprise

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

Labour

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

Land

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

  FIGURE 3    There are four main types of economic resources: 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
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To produce goods and services, resources usually need to be combined. For example, to bake a loaf of 
sourdough bread, we need flour, water and salt (land resources), an oven (capital resource) and a baker (labour 
resource). Unfortunately, as we have seen, the resources available to us are limited. We can only produce a 
certain amount of goods and services from these resources. We are not able to satisfy the unlimited needs and 
wants of society. Because of scarcity, we must choose some things but give up others.

6.2.2 Making choices
The basic economic problem of scarcity means that we need 
to make choices. We need to decide how to best use our scarce 
resources in order to satisfy our needs and wants. We cannot 
produce an unlimited amount of goods and services because we do 
not have unlimited resources to make them with. Making choices is 
a key part of economics.

In economics, opportunity cost describes the relationship between 
scarcity and making choices. This is the alternative that is given 
up when making a choice. It is the sacrifice you make when you 
choose one thing over another. Every choice we make involves an 
opportunity cost.

For example, say Ayesha finds herself with enough money to buy 
either a new book or a pair of earrings. She does not have the 
money for both. After much thought, she decides to put the money towards the book. 
The opportunity cost of doing this were the earrings that she did not buy. Another 
example is Cyril, who has a casual job at a local supermarket. With his first pay 

FIGURE 4  Businesses use economic resources to produce the goods and services that society wants and needs.

Scarcity

Making choices

Limited
resources

Unlimited
needs

and wants

opportunity cost    the next best 
alternative given up whenever a 
choice is made
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cheque of a $100, he had to decide whether to 
purchase a new video game or to put the money 
towards buying a phone. Thinking it through, he 
decided to put the money towards a phone. His 
opportunity cost of doing this was the purchase 
of the video game.

Note that there can only be one opportunity cost. 
Opportunity cost is the best alternative given up 
when making a choice. 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. They must also 
make choices about how they will work and how 
they will spend their leisure time. Businesses 
need to make choices about what goods to 
produce and how to satisfy the needs of their 
customers. Governments make choices about 
how to best manage society and the economy.

6.2.3 Allocation and markets
All economies must decide how they will use their scarce resources to satisfy their 
unlimited needs and wants. Making decisions about how we will use resources is 
known as resource allocation. Our society has developed an economic system to 
make choices that will solve the basic economic problem: scarcity.

An economic system is the way we organise the production and distribution of our goods and services. All 
economic systems must answer three basic economic questions:

 • What to produce?
 • How to produce? 
 • For whom to produce?

• Decisions must be
   made about what
   goods and services
   are to be produced
   and in what quantities
• Should we produce
   cars or trucks,
   televisions or radios,
   beef or lamb and how
   many of each?

Three basic economic questions

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 6  The three basic economic questions

FIGURE 5  Economists know that the cost of purchasing a 
video game is not just the price paid. The opportunity cost 
of this decision is the alternative given up – the trade-offs 
in decision-making.

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
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For example, a farmer must decide what to grow on her available land. Does she grow apples or avocados? 
Then she must decide how to produce the crops. Does she grow organic crops, use hi-tech machinery or hire 
workers to harvest the fruit? And who will she sell her fruit to? A supermarket chain, direct to consumers at a 
farmers’ market or to cafes and restaurants?

These questions are summarised in FIGURE 7.

The economic system used in Australia is called a market 
capitalist economy. This means that the market – the 
exchange of goods and services between buyers and sellers – 
answers most of the economic questions. The market decides 
what will be produced based on buyers’ demand and what 
the sellers are willing to supply, and the price of goods and 
services is negotiated between the parties. Markets aren’t 
always in physical places. There are lots of different types 
of markets. For example, the Subiaco Farmers’ Market is in 
a physical place. eBay and Amazon are both virtual markets. 
Other examples of markets include the labour market, property 
and stock markets.

Sometimes the market allocates 
resources inefficiently. For example, 
lower income earners may not be 
able to afford the goods or services 
that they need. As a result, sometimes 
governments need to intervene in the 
economy to reduce these problems. 
They can do this by providing services 
such as health care, housing and 
education to lower income earners. 

For whom to produce? The
market determines who will
get the goods and services
produced by businesses. For
example, people earn money
by working for businesses.
High income earners will be
able to buy more goods and
services.

How to produce? The
market helps to make
decisions about the
production methods that
businesses use to make goods
or services. Businesses aim to
make pro�t. Every business
will attempt to make its
products using the
cheapest method.

What to produce? The
market makes most
decisions about the types
and quantities of goods or
services to be produced.
Businesses will produce the
goods and services that
consumers want or need.

FIGURE 7  Australia’s economic system answers the three economic questions through the market.

FIGURE 8  In traditional marketplaces, 
such as the Subiaco Farmers’ Market, 
buyers and sellers negotiate prices for 
goods.

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
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6.2.4 Specialisation and trade
As you learned in Year 7, specialisation occurs when workers, businesses or nations focus on one task or 
on making one product. This means that the workers, businesses or nations can use their resources more 
efficiently. You can see specialisation occurring on an factory.

For example, when a t-shirt is made, each worker will complete one distinct task. This is specialisation. It 
means that the business making the t-shirt will be able to make lots of t-shirts. If one person was responsible 
for the whole process it would take a long time for the business to produce one t-shirt. One person may only 
be able to make a few t-shirts in one day, whereas with specialisation the business can produce may more 
t-shirts in the same amount of time. 

Countries also utilise specialisation due to their available resources. A country that has an abundance 
of farmland will be better at growing food, whereas a country with a large workforce will be better at 
manufacturing products. In this case, it makes sense for the two countries to trade. Countries trade when 
they buy and sell products from each other. For example, Australia exports iron ore, coal, gold, natural gas 

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

FIGURE 9  Specialisation can be seen in a textiles factory. Production is organised to maximise efficiency. 
Employees will work on different sections and complete specific tasks rather than producing an entire product at 
one workstation.

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

exports    goods or services that 
are produced in one country and 
sold in a different country
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and wheat. We import many products, such as processed fuels, cars and electrical equipment, from other 
countries. We trade with other countries because they can produce these goods more efficiently than we can. 
Businesses and consumers also trade goods and services. For example, you trade money for a haircut when 
you go to the hairdresser.

6.2.5 Interdependence
In economics, interdependence is used to describe the way that all parts of an economy affect and rely on 
each other. Consumers, workers, businesses and governments all affect and are dependent on each other. For 
example, a shop will not be able to make money without customers. To buy things from a shop, a customer 
needs to earn an income. People earn an income by working for a business or the government. The shop will 
stock the things that customers need and want by buying goods from other businesses. All elements of our 
economic system are dependent on each other to ensure a well performing economy and business sector, and a 
high standard of living for individuals.

6.2.6 Economic performance and living standards
Economies measure their economic performance to determine how well the 
economy is providing for its citizens. The performance of our economy can be 
measured using economic indicators. Some key economic indicators are:

 • gross domestic product (GDP) – this measures economic growth (the increase 
in the value of goods and services produced by our economy)

 • the unemployment rate – this tells us about how many individuals seeking work 
are without a job

 • the inflation rate – this measures the change in the prices of goods and services

The information we get from measuring economic performance influences the 
decisions that governments make. Australia’s government is responsible for 
managing the performance of the economy. It aims to improve economic growth in 
order to create jobs and wealth, and improve the standard of living for its citizens 
and nation overall.

Income — wages, rent, interest, profit

Economic resources

Goods and services

Consumption

Business
sector

Household
sector

FIGURE 11  A simple two-sector circular flow model of income demonstrating the interdependence between 
consumers and businesses

import    the process of bringing in 
goods and services from another 
country

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

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

standard of living    quality of life 
as measured by the amount of 
money made by an individual 
or household (using income per 
capita or income per household)
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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 the Humanities 
and Social Sciences. The summaries below 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 8 Economics and Business, this includes conducting research on prices 
and markets in the Australian economy.

 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 8 Economics and Business, 
this includes interpreting supply and demand graphs to explain how the price of certain goods is 
determined.

 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 8 Economics and Business, this includes 
evaluating a business opportunity with a cost–benefit analysis.

 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. 
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FIGURE 12   Graphs summarising trends in (a) GDP, (b) unemployment and (c) inflation in Australia over 20 years
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Reflecting on your skills is also an important part of the process. In Year 8 Economics and Business, 
this includes learning how to write a business pitch for a new product or a new business idea.

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 topics will 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 8 are:
 • SkillBuilder: Conducting research into prices and markets
 • SkillBuilder: Interpreting and explaining supply and demand graphs
 • SkillBuilder: Evaluating an opportunity with a cost-benefit analysis
 • SkillBuilder: Writing a pitch for a new product/business idea

6.4  SkillBuilder: Conducting research into prices 
and markets

6.4.1 Tell me
While studying economics and business you will 
develop the skill of asking questions. Asking 
questions will help you to complete research 
(discovering or verifying knowledge about 
something). Questioning relates to posing statements 
that require answers. You usually ask questions about 
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 are a useful guide to the process 
of writing questions and carrying out research:

 • 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 ethical and socially responsible behaviour in a market of your 
choice in Australia.

FIGURE 1  Asking questions helps you to learn 
about the world around you.

LEARNING INTENTION

By the end of this SkillBuilder, you will be able to approach researching prices and markets. Conducting research 
is an integral part of the questioning and researching HASS skill.
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Your first step is to clearly identify the key task. This could be expressed as:

Prepare a report on how two businesses in an Australian market of your choice utilise ethical and socially 
responsible practices.

You should choose a market and then two businesses within this market. There are many markets you could 
choose from, including retail markets, labour markets, financial markets and stock markets. Let’s assume that 
you choose the retail market. You might choose two supermarkets from Aldi, Coles, Woolworths and IGA.

It is now necessary to break the task down into a series of more specific questions. These could include:
 1. What ethical practices has the business adopted?
 2. What policies does the business have in relation to ethical and socially responsible practices?
 3. Where does the business source its products from?
 4. How does the business treat its employees and customers?
 5. What does the business do to protect the environment?
 6. How does the business involve itself in the community?
 7. How can the business improve in its ethical and socially responsible practices?

The next step is to locate your sources. Most 
well-known businesses today have websites that 
include information on corporate responsibility 
and sustainability. For example, Coles’ website 
includes information on how it provides an inclusive 
work environment for staff, how it works with 
suppliers, its community involvement, and how it 
protects the environment. By entering the name of 
the business you are researching, and the search 
term ‘sustainability’ in a search engine, you will be 
presented with useful sources. It would be a good 
idea to search for Australian sources.

Keep your questions beside you as you navigate 
through the sites and conduct your research, 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. 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

FIGURE 2  Some people won’t buy a certain product, 
even if the price has been lowered. Can you think of 
any reasons for this?

6.4 ACTIVITY

Using the process in section 6.4.2 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 why some consumers are prepared to pay a higher price for a product while other consumers 
would not buy the product even if the price was low. Explain what this tells you about the relationship between 
price and customer tastes and preferences.
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6.5  SkillBuilder: Interpreting and explaining supply 
and demand graphs

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. You then examine the information closely to 
determine how the parts relate to the whole. One way in which you might analyse in economics and business is 
by interpreting and explaining information in tables and graphs.

In section 6.2.3 we explored the idea that the market answers most of the economic questions. Prices in a 
market are usually determined through interaction between buyers and sellers. Typically, the buyers want to 
pay as low a price as possible while the sellers want to charge as high a price as possible. From these different 
preferences, the market will usually arrive at a price that is acceptable to both buyers and sellers. We can 
interpret and explain how this works through the use of simple tables and graphs.

6.5.2 Show me
Imagine a fruit and vegetable market such as 
the Fremantle Markets. These markets have a 
number of different businesses all competing 
against each other, allowing buyers to browse 
the different stalls and compare prices and 
quality. Assume that all the stalls sell potatoes 
and that most sellers agree on the following:

 • If they could charge $10/kg, they would 
happily supply 200 kg of potatoes for sale 
each day.

 • If they could only charge $7/kg, they 
would provide 150 kg for sale a day.

 • If they could only charge $5/kg, they 
would only provide 100 kg for sale a day.

 • If they could only charge $2/kg, they 
would only supply 30 kg of potatoes for 
sale a day and concentrate on selling other 
fruit and vegetables that would make a 
bigger profit.

Buyers have a different point of view – they want to buy at the cheapest price possible. They agree on the 
following:

 • If potatoes cost $10/kg, only a small number would buy potatoes and then only in small quantities: a total 
of 10 kg in any given day.

 • If the price dropped to $8/kg, buyers might purchase 40 kg a day.
 • If the price fell to $6/kg, buyers might purchase 80 kg a day.
 • If the price fell to $4/kg, buyers might purchase 120 kg a day.
 • If the price fell to $2/kg, buyers might purchase 160 kg a day.

LEARNING INTENTION

By the end of this SkillBuilder, you will be able to accurately interpret and explain the data displayed in supply 
and demand graphs. Interpreting and explaining graphs is an integral part of the analysing HASS skill.

FIGURE 1  There are multiple fruit and vegetable shops at 
the Fremantle Markets. Can you think of any factors that 
could influence a customer's decision on where to shop?
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We can see that as the price rises, suppliers will supply more but consumers will demand less. As the price 
falls, consumers will demand more but suppliers will supply less. What is the likely price that will be 
acceptable to both buyers and sellers?

We can start to answer this by putting the above data into tables. TABLES 1 and 2 show the sellers’ preferences 
and the buyers’ preferences.

These tables show that as the price rises from $2/kg, the supply of potatoes increases from 30 kg when the 
price is $2, to 200 kg when the price is a high $10/kg. Notice also that as the price falls from $10/kg, the 
demand for potatoes increases from 10 kg when the price is $10, to 160 kg when the price is a low $2/kg.

The data from these tables can now be entered into a graph, as shown in FIGURE 2. If we place the different 
prices along the vertical axis and the different quantities along the horizontal axis, we can plot the preferences 
of both buyers and sellers on the graph. The sellers’ preferences are shown with the purple line, while the 
buyers’ preferences are shown with the blue line. The point at which the two lines intersect will be the price 
that the market will bear. In economics, we refer to this price as the ‘equilibrium price’. The amount of 
potatoes sold when the price is at equilibrium is called the 'equilibrium quantity'.

The market for potatoes will settle at a point where 50 kg of potatoes will be sold each day at a price of $5/kg. 
Sellers know that if they have 50 kg of potatoes in stock on any given day, they will be able to sell them all at 
this price.

TABLE 1  Seller’s preferences

Price per kg Quantity supplied

$2 30 kg

$5 100 kg

$7 150 kg

$10 200 kg

TABLE 2  Buyer’s preferences

Price per kg Quantity purchased

$10 10 kg

$8 40 kg

$6 80 kg

$4 120 kg

$2 160 kg
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FIGURE 2  Supply and demand graph for potatoes
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6.5.3 Let me do it 

6.6  SkillBuilder: Evaluating an opportunity with a 
cost–benefit analysis

6.6.1 Tell me
Evaluating means to propose explanations 
for events or issues and to make overall 
judgements 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.

A cost–benefit analysis is a detailed 
examination of the strengths and 
weaknesses of different alternatives in 
order to see whether the benefits outweigh 
the costs. The principle behind a cost–
benefit analysis is that you should only 
decide to act on an alternative if the benefit 
from taking it is greater than the cost.

6.5 ACTIVITY

Practise your skills by completing the following activity.

In the same fruit and vegetable market, tomatoes are also subject to similar buyer and seller preferences.

Sellers agree on the following:
 • If they could charge $14/kg, they would happily supply 200 kg of tomatoes for sale each day.
 • If they could only charge $8/kg, they would only provide 100 kg for sale a day.
 • If they could only charge $3/kg, they would only supply 10 kg for sale a day.

Buyers generally agree on the following:
 • If tomatoes cost $14/kg, buyers would demand a total of 20 kg on any given day.
 • If the price dropped to $10/kg, buyers might be prepared to purchase 70 kg a day.
 • If the price fell to $8/kg, buyers might purchase 100 kg a day.
 • If the price fell to $2/kg, buyers might purchase 180 kg a day.

 1. Construct a table showing the different quantities sellers would be prepared to supply at each price level.
 2. Construct a table showing the quantities that consumers would demand at each price level.
 3. Comment on what you see occurring in regard to prices, demand and supply in the tables. Explain what you 

think will be the equilibrium price and quantity for tomatoes.
 4. Enter the data from these tables onto a graph that shows both sellers’ supply preferences and buyers’ 

demand preferences.
 5. What is the equilibrium price and quantity for tomatoes (in other words, what is the price per kilogram at 

which buyers and sellers preferences would be matched, and what quantity would be sold at that price)?

LEARNING INTENTION

By the end of this SkillBuilder, you will be able to use a cost–benefit analysis to effectively evaluate a business 
opportunity. Evaluating a business opportunity is part of the evaluating HASS skill.

FIGURE 1   A cost–benefit analysis involves weighing up the 
pros and cons of a decision. You are doing it everyday without 
even realising. Can you think of any examples?
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A cost–benefit analysis helps to determine if an option will be a good decision or investment. It is also useful 
for comparing alternatives or projects, as well as estimating the resources needed to complete the alternative or 
project.

A good cost–benefit analysis:
 • identifies opportunities
 • proposes alternative ways to take advantage of these opportunities
 • calculates the costs and benefits
 • compares the costs and benefits to determine if the benefits outweigh the costs
 • makes a decision about the best alternative to recommend.

6.6.2 Show me
We can apply the five elements of a good cost–benefit analysis to a case study, to see how this works in 
practice.

CASE STUDY: Olando’s opportunity

Step 1: Identify opportunities in the market

Olando is the general manager of a large soft-drink manufacturer. He and his team are looking at the market to 
identify opportunities.

The manufacturer has spent a great deal of time looking closely at its business and the local market it sells to. 
By asking a wide range of questions they have determined there are two business strategies that could meet the 
changing needs of the soft-drink market.

Olando’s team believes that there is an unmet need in the Australian market for low-sugar alternatives to cola 
flavours. There are currently some products available, but customer feedback suggests some frustration with the 
lack of widespread access to these options. These options also suffer from poor quality.

Step 2: Propose alternative ways to take advantage of these opportunities

The company thinks that there are two possible alternatives. One alternative is that they can introduce a new 
range of low-sugar soft drinks based on the unmet need. The other alternative is to select suitable products 
that other companies are selling 
overseas and offer these, or copies 
of these, to local customers. This 
would involve buying the rights to 
distribute these soft drinks.

Step 3: Calculate the costs and 
benefits of each alternative

Olando’s team conducts a cost–
benefit analysis of the alternatives 
proposed. This means that they 
add up all the costs and all the 
benefits of each alternative, and 
then they compare them to decide 
if the benefits outweigh the costs. A 
summary of the costs and benefits 
of each alternative can be seen in 
TABLES 1  and 2.
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6.6 ACTIVITY

You can now carry out this five step process to complete a cost–benefit analysis using the Uncle Bill's case 
study. Complete the activities that follow to practise this skill.

CASE STUDY: Uncle Bill’s

Uncle Bill’s is a global manufacturer of cereal products and snacks. Its marketing department has recommended 
that the business should respond to opportunities in the Australian market to produce products that meet 
different dietary needs, including low-salt, yeast-free and gluten-free products. It has proposed two alternatives. 

Step 4: Compare the costs and benefits to determine if the benefits outweigh the costs

The team calculates that the benefits outweigh the costs when analysing the first alternative, introducing a new 
range of low-sugar soft drinks. The monetary costs are $20 million, while the monetary benefits are $30 million. 
This means that the monetary benefits outweigh the monetary costs by $10 million. They also consider that the 
non-monetary benefits considerably outweigh the non-monetary costs.

When analysing the second alternative, selecting or imitating overseas products and selling these to local 
customers, Olando’s team calculates that the monetary benefits outweigh the monetary costs by $5 million. The 
team feels that, even though the non-monetary costs of this alternative are high, the non-monetary benefits still 
outweigh the non-monetary costs.

Step 5: Choose the best alternative

Olando’s team determines that the best alternative is the first one, introducing a new range of low-sugar soft 
drinks. This is because they believe that the benefits of this alternative far outweigh the costs when compared 
with the second alternative.

TABLE 1  A summary of costs and benefits for a new range of low-sugar soft drinks

Costs Benefits

Monetary Total (including raw materials, factory 
overheads, transportation, packaging, 
research and development, salaries): $20 
million

Total (including sales): $30 million

Non-monetary Extra workload for staff New research and development that 
could benefit the business in the future

A positive image built up among  
existing and potential customers 

TABLE 2  Summary of costs and benefits for selling or imitating overseas products

Costs Benefits

Monetary Total (including raw materials, factory 
overheads, transportation, packaging, 
salaries): $15 million

Total (including sales): $20 million

Non-monetary Staff dissatisfaction with using ideas 
from overseas

Customer dissatisfaction with using 
products designed for overseas markets

Research and development team will be 
free to look at other products

6.6.3 Let me do it
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The first alternative is to introduce a new range of gluten-free cereals. The second alternative is to modify existing 
products already being used in other markets and sell these in the Australian market.

Bridie is the Australian regional manager for Uncle Bill’s. She has asked you to be part of the team that will 
undertake a cost–benefit analysis of the alternatives proposed. Bridie has provided the team with a breakdown of 
the costs and benefits of each alternative (see TABLES 3 and 4).

TABLE 3  A breakdown of costs and benefits for Uncle Bill’s: Alternative 1 – new gluten-free products

Costs Benefits

Monetary Raw materials (ingredients): $12 million

Factory overheads – salaries, insurance, 
power, repairs and maintenance: $8 
million

Transportation: $1 million

Packaging/labelling: $2 million

Selling/distribution: $3 million

Research and development – salaries, 
other overheads: $4 million

Improve market share by 5%

Sales of $50 million

Non-monetary Extra workload for staff New research and development that 
could benefit the business in the future

Building a positive image among existing 
and potential customers

Empower staff (as they are involved in 
the development of the new product) 
and improve corporate culture

TABLE 4  A breakdown of costs and benefits for Uncle Bill’s: Alternative 2 – modification of existing 
products

Costs Benefits

Monetary Raw materials (ingredients): $12 million

Factory overheads – Salaries, insurance, 
power, repairs and maintenance: $8 
million

Transportation: $1 million

Packaging/labelling: $2 million

Selling/distribution: $3 million

Improve market share by 4%

Sales of $40 million

Non-monetary Some staff may be dissatisfied with 
using ideas from other countries when 
local ideas could have been used

Loss of customers who may be 
dissatisfied with products that are 
designed for overseas markets

Research and development team will be 
free to look at other products
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6.7  SkillBuilder: Writing a pitch for a new product/ 
business idea

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 businesspeople. For 
example, when writing a case study on a business, 
you would be expected to use business terminology 
and write as if your audience are people who are 
interested in studying businesses.

A pitch is a speech or presentation given by a 
prospective business owner where they attempt to 
persuade an audience (often a group of investors) 
to see that their idea for a product or a business is 
a good one. With a good pitch, the business owner 
would hope that the investors would choose to 
invest in the new product or business idea.

Construct your cost–benefit analysis by completing the following steps:

Step 1: Identify the opportunities for Uncle Bill’s.

Step 2: Identify the alternatives that have been proposed to take advantage of these opportunities.

Step 3: Add up the costs and benefits of each alternative. Write down the total costs and benefits for alternative 
1 and the total costs and benefits for alternative 2.

Step 4: Compare the costs and benefits for each alternative. Do the benefits outweigh the costs for one 
alternative or both? In your opinion, which alternative has more benefits than costs?

Step 5: Make a decision about which alternative to recommend.

Complete the following questions.
 1. How did you decide which alternative to recommend?
 2. Compare your decisions to the decisions made by other people in your class. How do the decisions differ? 

Can you explain the variation in decisions?
 3. What aspect of completing a cost–benefit analysis did you find relatively easy and what did you find more 

challenging?
 4. Reading the Olando’s opportunity case study, identify the opportunities in the market for Olando’s soft-drink 

manufacturer.
 5. How did Olando’s company respond to opportunities in the Australian market?

LEARNING INTENTION

By the end of this SkillBuilder, you will be able to prepare, research, structure and write a pitch for a new product or 
business idea. Creating a new product or business pitch is part of the communicating and reflecting HASS skill.

FIGURE 1  A business pitch is sometimes called an 
‘elevator pitch’ because the listener should be able to 
understand the idea or concept in a short amount of 
time.
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6.7.2 Show me

Elements of a good business pitch
A good business pitch has the following features:

 • an introductory statement that will grab attention
 • a clearly defined problem the business owner is solving
 • an explanation about what the new product is or what the business idea is about
 • an outline about why the new product/business idea is unique and/or better than the competition
 • it is easy to understand
 • it is well-presented.

6.7.3 Let me do it

CASE STUDY: Inventing self-service machines

The man who invented the self-service checkout system, Dr Howard 
Schneider, was laughed at when he first pitched his machine to a supermarket 
chain in the 1980s. Back then, the idea of replacing humans with an object 
seemed ridiculous. Today, we can see how much the world has changed.

The rollout of self-checkout systems is steadily increasing in Australia, even 
though some shoppers find them frustrating and difficult to use. Messages 
about unexpected items in the bagging area or the inability to locate 
pomegranates in the fruit category can lead to frustration and irritability and 
thus also customer dissatisfaction. Other people love the new invention 
because it provides convenience when they just ‘pop in’ for a few items. 
However, the machines are yet to provide a complete win for the stores, 
because they must still ‘staff’ the self-checkout areas to provide help with 
working the systems and in an attempt to combat theft. Nevertheless, newer 
modules are already being built with increased scanning accuracy.

6.7 ACTIVITY

Have a go at writing your own pitch for a new product or business idea. Your task is to plan a unique business 
using the parameters provided below and then prepare a business pitch. You will be able to work by yourself or 
with a group. Your teacher will determine the maximum and minimum group sizes.

Your first step is to develop a new product or business idea. Some suggestions are:
 • a new style of shoe incorporating state-of-the-art technology
 • a healthy snack-food option
 • a new technology for creating energy
 • a new type of home service
 • a unique social media website or app.

Use the following points to guide your preparation for your pitch:
 • the name of the new product or the name of the business and what products it will sell
 • business logo
 • description of what the business will do
 • type of business ownership
 • location of business
 • target market information – who your customer is and why they need your new product or business
 • a list and explanation of the qualities you possess and that your partner/s may possess that will make your 

new product or business a success
 • what your competitive advantage is.

The pitch should be delivered as a written report but could also be given as an oral presentation.
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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? and 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 which 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 measure through key 
economic indicators including gross domestic product, the unemployment rate and the 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 regards 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.

 • 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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allocate    assigning resources to different uses within the economy

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

economy    a system established to determine what to produce, how to produce and to whom production will be distributed

exports    goods or services that are produced in one country and sold in a different country

import    the process of bringing in goods and services from another country

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

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    quality of life as measured by the amount of money made by an individual or household (using income per 
capita or income per household)

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

eWorkooks Customisable worksheets for this topic (ewbk-5438)
Reflection (ewbk-5437)
Student Learning Matrix (ewbk-5432)

6.8.2 Key terms
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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.

6.4 SkillBuilder: Conducting research into 
prices and markets

 
eWorkbook

 • SkillBuilder: Conducting research into prices and markets 
(ewbk-5433)

6.5 SkillBuilder: Interpreting and 
explaining supply and demand graphs

 
eWorkbook

 • SkillBuilder: Interpreting and explaining supply and 
demand graphs (ewbk-5434)

6.6 SkillBuilder: Evaluating an opportunity 
with a cost–benefit analysis

 
eWorkbook

 • SkillBuilder: Evaluating an opportunity with a cost–benefit 
analysis (ewbk-5435)

6.7 SkillBuilder: Writing a pitch for a new 
product/business idea

 
eWorkbook

 • SkillBuilder: Writing a pitch for a new product/business 
idea (ewbk-5436)

6.8 Review

 
eWorkbook

 • Reflection (ewbk-5437)
 • Student Learning Matrix (ewbk-5432)

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