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3.1.1 Introduction
Operations provides an important contribution to business success and is therefore a significant business
function. It follows that the role of operations management extends to ensuring that the business sustains any
success, whether it be engaged in the extraction of raw materials (primary industry), production of goods in the
case of secondary or manufacturing industry, and/or providing services (tertiary industry).

When managing the role of operations, the business’s decision makers across all levels of management will be
negotiating any challenges that the internal and external business environment might present. These influences
will be dynamic and the scope for change will be ever present and front of mind for many managers. There is a
range of influences that impact the operations function and these are identified in figure 3.1.

FIGURE 3.1 Influences on operations

• Corporate social responsibility (CSR)

– Legal compliance

– Ethical responsibility

– Environmental sustainability

– Social responsibility

• Globalisation

• Technology

• Quality expectations

• Cost-based competition

• Government policies

• Legal regulation

• Environmental sustainability

Influences on operations

Resourceseses
Resources

Digital document Key terms glossary (doc-35658)

Exam question booklet Chapter 3 Exam question booklet (eqb-0025)

CHAPTER 3 Influences on operations management 29

PAGE PROOFS



3.2 Globalisation and technology

SYLLABUS LINK In this subtopic you will learn about how globalisation and technology influence operations.

Source: Business Studies Stage 6 Syllabus © Copyright 2010 NSW Education Standards Authority (NESA).

3.2.1 Globalisation
Globalisation refers to the removal of barriers of trade between nations. Globalisation is characterised by
an increasing integration between national economies and a high degree of transfer of capital (facilities
and/or machinery), labour, intellectual capital and ideas, financial resources and technology. From a business
perspective, globalisation provides a source of market opportunities both from other nations and to other nations
Globalisation can also act as a threat to business as businesses that effectively apply cost leadership principles
can undercut the market and dominate.

Globalisation is a significant influence on the operations function. Large businesses are increasingly orienting
their practices towards the global market, with a view to meeting the needs of global consumers. Global
consumers seek global brands and tend to seek standardised products. This significantly affects the operations
function, which is then structured around a series of global production facilities. Figure 3.2 indicates how
operations can be organised around the needs of a global market.

FIGURE 3.2 The organisation of operations to meet the needs of a global market based on the global web: a
network of production sites located around the world
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globalisation refers to the removal
of barriers of trade between nations.
Globalisation is characterised by
an increasing integration between
national economies and a high
degree of transfer of capital
(facilities and/or machinery), labour,
intellectual capital and ideas,
financial resources and technology.

The following processes are all features of global businesses that seek to target global
markets: product design, which must meet the needs of global consumers, the choice
of location for manufacturing facilities, the management of quality, and logistics and
inventory management processes.

The use of manufacturing plants for the production of goods means that a business
can achieve economies of scale advantages. This is evident with businesses like
Apple, which has its electronic goods designed in the United States of America, but
manufactured in China and then sold globally.
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The production of services on a global scale within sectors such as finance, travel and tourism, software
development and telecommunications also has significant implications for operations processes. AON is an
insurer that has effectively created a global insurance brand from the sale of high-quality business insurance
products and other business solutions. It seeks to provide a standardised suite of insurance options for customers
globally.

SNAPSHOT

Case study: AON — global insurer

AON is a niche provider of insurance, human resources solutions and
also of outsourcing for businesses. As a global business it operates
in 120 countries and employs over 50 000 workers. AON is mainly a
broker for business insurance so it is not well-known in the Australian
market, despite exceeding its goals for growth consistently since it
entered the domestic market. AON’s global brand has been enhanced
hugely with its sponsorship of the Manchester United Football Club.
According to AON media the company has ‘been named repeatedly
as the world’s best broker, best insurance intermediary, reinsurance
intermediary, captives manager and best employee benefits consulting
firm by multiple industry sources’.

While AON operates in 120 different markets, it can standardise a large
proportion of its product and then make slight variations that meet
the specific needs of diverse local markets. In this way many of the
‘back-end’ business processes can be standardised. This makes AON
a strong business partner for global businesses operating in multiple
jurisdictions. The consistency of protocols, high internal standards and
focus on quality make AON operations reliable and predictable. In this
way AON is growing from strength to strength.

SNAPSHOT

Case study: Zara — globalisation and its impact on operations

The popular brand Zara is owned by a company called Industria
de Diseño Textil (Intidex). It was founded in 1974, opened its first
store in 1975 and initially expanded into Europe and the United
States before expanding into Latin America (1992) and Asia (2005).
Zara has 2249 stores operating in 96 markets. In 2019 it had $20
billion in sales.

The company is a part of what is called the ‘fast fashion’
industry. The fast fashion industry is divided into two types of
business: those that manufacture their own clothes and those that
source and brand clothes produced by other businesses. Zara’s
competitors H&M and GAP are companies that buy clothes from
other manufacturers. Zara, however, grew through its development of localised production in Spain, Morocco,
Portugal and Turkey. Though more recently, Zara has started to allow some offshore production, more than 65 per
cent of all of its clothes are made in Europe or Morocco. Zara’s founder Amancio Ortega believes that production
proximity and quick logistics are two contributors to its global success.
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All Zara stock, regardless of where it is made, must pass through the Spanish production and distribution plant.
This main production and distribution facility employs over 6000 staff and uses very well-designed logistics and
distribution lines. Clothes from here are distributed globally within 48 hours, meaning that there is no need for any
local warehousing in the 96 markets where it sells its apparel and accessories.

Some of the source nations for fabrics include: Vietnam, Bangladesh, Morocco, China and Thailand. The
company has about 1985 suppliers and 8155 factories and manages them through a highly centralised control
of production. Sourcing globally reduces costs, as does keeping stock moving quickly rather than storing it in a
warehouse.

Even though, more recently, Zara has started to outsource some production, it does not tend to mass produce
and hence does not realise the economies of scale some other businesses might. Instead, it keeps production
volumes low and moves them quickly to the market. It has also changed the production cycle by designing over
1000 new garments per month, rather than seasonally. The garments made from these designs are responsive to
market trends as the business has over 200 designers that interact with consumers globally. New products are
launched into Zara’s global stores every two months.

Zara uses its global proximity to its markets and well-designed logistics to ensure that customers feel valued.
Surveys indicate that on average Zara customers visit stores 17 times per year. This is a far higher number of
store visits than those made by loyal customers to competing businesses.

3.2.2 Technology
Technology plays a significant role in the application of the operations function of business. Technology is
the design, construction and/or application of innovative devices, methods and machinery upon operations
processes. People are generally familiar with a wide range of technologies, both personal and household.
Smartphones, laptop and desktop computers, gaming consoles and security devices are examples of widely
available forms of technology. Such technologies enable people to communicate more easily and facilitate
improved business processes. In this way, technology can be seen to be both a range of devices and also having a
role in the support of enabling processes and applications.

Technology can be applied to, and integrated with, the range of processes that characterise the operations
function in business. At an administrative level, examples of technology such as those identified in table 3.1
assist with organisation, planning, decision making and control of operations processes. At a processing level,
technology is used in manufacturing, logistics and distribution, quality management, inventory management,
supply chain management and sourcing, as outlined in the case study on Zazzle.

TABLE 3.1 An overview of some of the technology used in operations processes

Technology used in the administration of operations
Technology used in the range of operations
processes

• Planning technologies: materials requirement
planning (MRP), Gantt charts, critical path analysis
(CPA) and other scheduling and sequencing tools

• Office technologies such as computers (desktop
and laptop), scanners, telephone systems and
mobile phones

• Software such as wordprocessing, graphics
packages, spreadsheet, graphing, multimedia and
desktop publishing programs

• Large machinery in manufacturing plants such as
those typical of assembly line production

• Robotics in highly sophisticated production
processes requiring great precision

• Computer-aided design (CAD), computer-aided
manufacture (CAM) and computer-integrated
manufacturing (CIM) technologies

• Rapid manufacturing (RM) and tooling
technologies

technology the design,
construction and/or application
of innovative devices, methods and
machinery in operations processes
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SNAPSHOT

Case study: Zazzle — using technology to boost operations

Zazzle is a business that helps consumers make
customised products. The web-based company launched
in 2005 and has a private company legal structure. Its
Head Office is in California, United States, with a newly
established European base in Ireland.

Customers order their customised products online; Zazzle
manufactures to order and so hires people based on
their capacity for design. Annually the company hires
thousands of people across three different manufacturing
plants.

Zazzle seeks to make on-demand products within
24 hours from the receipt of an order. It manufactures
and creates custom designs in each of the following product areas: invitations and cards, homewares, clothing,
accessories, home and living, office, baby and kids, art, weddings and gifts. Under each of these broad product
categories there are subcategories, examples of which are shown here for the clothing and accessories product
lines.

Clothing includes t-shirts, underwear, shoes, tank tops, hoodies, activewear, jackets, dresses, maternity wear,
sweatshirts, jerseys, leggings and polos.

Accessories includes bags, watches, keychains, jewellery, hats, buttons, wallets, sunglasses, compact mirrors,
scarves, athletic headbands, luggage tags, ties, tie bars, lapel pins, cufflinks, button covers, belt buckles,
luggage handle wraps, hair ties, money clips, nail art, passport holders, temporary tattoos and belts.

All of the design options are pre-set. For example, if a person wants a custom-designed frisbee, they can choose
between five colour options and can upload their own image and text to go onto the frisbee. Alternatively, a
customer may opt for an individually designed item that can be purchased after browsing.

For this niche business, the model relies on insightful business partnerships and innovative design strategies that
utilise technology from ordering to despatch, and through product design and customisation. Other important
aspects of technology use relate to the use of a shopping cart, adaptive databases that match a customer’s
previous purchasing choices with suggested options and secure payment systems. Distribution involved further
investment in technology.

Zazzle has a number of licences with companies and trademarked brands such as Disney, Harry Potter, Sesame
Street and Looney Tunes.

Customisation requires the use of innovative technology and a flexible and creative labour force. The company
has spent millions of dollars on enabling technologies to help customers design almost every imaginable
consumer good, from custom-made chocolate to customised jewellery.

KEY IDEAS

• Globalisation is a reference to the removal of barriers of trade between nations.
• Globalisation is characterised by an increasing integration between national economies and a high degree
of transfer of capital (facilities and machinery), labour, intellectual capital and ideas, financial resources and
technology.

• Globalisation has significantly affected the operations function of large and global businesses.
• Globalisation affects consumers who seek global brands and this, in turn, shapes the operations function.
• Technology plays a very important role in operations — from administration, through to all operations
processes.
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3.2 Activities
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. A downloadable solutions file is also available in the Resources tab.

3.2 Quick quiz 3.2 Exercise 3.2 Exam questions

Select your pathway

LEVEL 1
1, 2, 3, 6, 8, 12, 13, 14, 16,
17, 19

LEVEL 2
4, 5, 7, 9, 10, 15, 18

LEVEL 3
11, 20

3.2 Exercise

Revision

1. What is meant by the term ‘globalisation’?
2. State two features of globalisation.
3. Recall two opportunities that globalisation represents to the operations function in business.
4. How does globalisation affect the operations function of a business?
5. How does globalisation act as both an opportunity and a threat to businesses?

Read the ‘AON — global insurer’ case study and answer questions 6 to 8.

6. What does AON do?
7. Explain how standardisation can improve overall quality standards.
8. Outline features that make AON’s operations reliable.

Read the ‘Zara — globalisation and its impact on operations’ case study and answer questions 9 to 11.

9. How does globalisation assist with Zara’s production decisions?
10. Why has Zara decided to manufacture its garments in close proximity to its markets?
11. Determine how well-designed logistics helps Zara to minimise costs.
12. Define the term ‘technology’.
13. List four forms of technology found in a typical household.
14. What is one advantage of using communications technology?
15. How does technology affect the operations function of a business?

Read the ‘Zazzle — using technology to boost operations’ case study and answer questions 16 to 19.

16. When was Zazzle established?
17. List two examples of customised goods Zazzle offers to the market.
18. Describe the importance of customisation to the market.
19. What impact does licensing from trademarked brands have on Zazzle?

Extension

20. Wendy’s Windows must decide whether to establish a factory to make a component or contract the
manufacturing to an independent supplier. Discuss the advantages and disadvantages of each option.
Select which of the two options is more efficient and justify your choice.

3.2 Exam questions

Question 1 (2 marks)

The operations of a business include any activity that converts, adds value or is a work in progress. Describe
TWO influences on the operations of a business.
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Question 2 (1 mark)
Source: HSC 2006 Business Studies Exam, Section II, Q23a

Aussie Machinery and Farm Supplies (AMFS) was nominated for the 2005 Australian Exporter of the Year Award.
AMFS has a reputation for superior environmentally responsible products and quality customer service, which it
has used to market its products internationally. Its global network comprises manufacturing facilities in over
50 countries and it employs 1600 workers. The AMFS research and development team has designed a petrol-
saving device that will ensure continued growth of the business.

Identify ONE feature of globalisation.

Question 3 (2 marks)

Outline how technology influences operations.

More exam questions are available in your learnON title.

3.3 Quality expectations and cost-based competition

SYLLABUS LINK In this subtopic you will learn about how quality expectations and cost-based competition
influences operations.

Source: Business Studies Stage 6 Syllabus © Copyright 2010 NSW Education Standards Authority (NESA).

3.3.1 Quality expectations

quality a specific reference to
how well designed, well made
and functional goods are, and
the degree of competence with
which services are organised and
delivered

One of the more important goals of the operations function of business is the
expectation of quality. Quality refers to how well designed, well made and
functional goods are, and the overall degree of competence with which services
are organised and delivered.

Quality and expectations cannot be separated. People have an inherent belief
in what the quality standards should be for products and their personal level
of satisfaction with their purchase decision will indicate whether quality
expectations have been met.

SNAPSHOT

Case study: Tiffany & Co. — quality expectations

Global high-quality jeweller Tiffany & Co. has been operating since 1837.
The company’s reputation is based on its very high quality standards. The
company is also known for the high quality of diamonds it sources and for
its conservatively contemporary designs.

The reputation of Tiffany & Co. has been enhanced through films and
popular songs; for example, in the opening scene of the famous 1961
movie Breakfast at Tiffany’s and other movies such as Sweet Home
Alabama and Sleepless in Seattle. The quality of Tiffany & Co. products is
such that if a product fails in terms of expected quality, the company will
replace, repair or refund at no cost every time.

Quality products arise when a business has quality processes. Tiffany & Co. has sourcing partnerships (for
example, with De Beers diamonds, the world’s highest quality diamond merchant) and internal processes that
emphasise quality.

High quality has been the cornerstone of the reputation built up by Tiffany and Co., which has in turn generated
an expectation by its customers that these standards will always be met.
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Within the operations function, quality informs all operations processes. The expectations that people have
of businesses determine the way that products are designed, created and delivered to customers. Clearly, this
implies that operations processes must follow particular standards or prescribed minimum levels of excellence.
Quality expectations in operations may be summarised into several key features that customers often identify —
be they goods or services — and these are identified in figure 3.3.

FIGURE 3.3 Distinguishing between quality expectations in goods and quality expectations in services

Professionalism of the
service provider, perceived
through
• The cleanliness and layout of 
 the physical facilities
• The courtesy and
 professionalism of staff and
 the care taken in dialogue
 and interactions

Level of customisation
• How well the particular
 needs of the customer are
 fulfilled by the service
 provider through the
 application of expertise and
 experience

Reliability of the 
service-provider
• How efficiently the service is 
 performed
• Overall levels of competence

Durability
• How reliable and long lasting 
 the product is
• How easily it can be repaired
 and maintained, including 
 efficiency of after-sales
 services used, such as
 warranty claims and service
 calls

Fitness for purpose
• How well the product does
 what it is designed to do
• How easy it is to use

Quality of design
• How well the concept has
 been developed, taking into 
 account customer needs and
 expectations
• Nature of the materials used
• Innovation evident in the 
 design, which minimises
 waste

Quality expectations
with goods

Quality expectations
with services

3.3.2 Cost-based competition
Another significant influence on the operations function arises from the actions of competitors and the
way they price their products. In highly competitive markets, cost-based competition can shape the
operations function in competing businesses. Cost-based competition is derived from determining
breakeven point (the level at which the firm’s total revenue is exactly equal to its total costs) and then
applying strategies to create cost advantages over competitors. Cost-based competition recognises that
opportunities for price increase are limited; therefore, reducing costs is a way to
maximise profits. cost-based competition derived

from determining breakeven point
(the level at which the firm’s total
revenue is exactly equal to its total
costs) and applying strategies
to create cost advantages over
competitors

fixed costs costs that are not
dependent on the level of operating
activity in a business. Fixed costs
do not change when the level of
activity changes — they must be
paid regardless of what happens in
the business.

variable costs costs that vary in
direct relationship to the levels of
operating activity or production in a
business. Such costs include labour
costs and costs of energy.

Cost-based competition and operations
Cost-based competition is a feature of operations decisions when businesses decide
upon a cost leadership approach to the operations function. That is, they focus on
reducing costs to a minimum while maintaining profit margins.

In applying a cost leadership approach to business operations (see the following case
study), costs may be divided into those that are fixed and those that are variable.
Fixed costs are not dependent on the level of operating activity in a business. This
means that whether the business increases, decreases or maintains production output,
these costs remain unchanged. Examples of such costs are building leases and
insurance costs. By contrast, variable costs are those that change in direct relationship
to the levels of output. Such costs include labour and energy costs.
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SNAPSHOT

Case study: Kmart, Target and Big W — cost-based competition

Cost-based competition can be seen by customers in the pricing applied by Kmart, Target and Big W — the
three main department stores in Australia. When prices for the consumer are low, then the supply chain and
procurement strategies applied within the operations functions are efficient.

Each of the three businesses draws inventory from low-cost nations overseas such as China, India and Vietnam.
The large volume of turnover generated by each of the businesses enables economies of scale in the supply
chain.

Reducing costs can be done a number of ways as shown in the diagram below.

Bulk buy inputs

Eliminate waste

Produce high

volume output

Use automated

production

systems

Businesses

that reduce costs

Achieve

economies

of scale

Produce

standardised

products for larger

markets

Operations managers in businesses that compete on cost prioritise their decision making based on reducing
costs and improving productivity by:

• ensuring stable production processes with limited interruption
• ensuring all resources are used to their optimum advantage
• constantly looking for opportunities to streamline production processes
• updating facilities and equipment with new, more efficient technology
• providing training and development to improve the skills and capabilities of employees.

KEY IDEAS

• Management of quality expectations in both the manufacture of products and the delivery of services is a
goal of operations management.

• Quality expectations differ between goods and services.
• Whether quality expectations relate to goods or services, in both cases they lead to consumers having a
perception about the standard of products, and accordingly consumers will be prepared to pay a higher price
for higher quality.

• Another factor affecting and shaping operations is cost-based competition. Here a business can apply cost
leadership to reduce both fixed and variable costs.
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3.3 Activities
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. A downloadable solutions file is also available in the Resources tab.

3.3 Quick quiz 3.3 Exercise 3.3 Exam questions

Select your pathway

LEVEL 1
4, 7, 8, 10

LEVEL 2
1, 2, 3, 5, 6, 9

LEVEL 3
11, 12, 13

3.3 Exercise

Revision

1. Explain how a person’s expectations can affect how they view quality.

Read the ‘Tiffany & Co. — quality expectations’ case study and answer questions 2 and 3.
2. Account for the basis of Tiffany & Co.’s reputation.
3. How does Tiffany & Co. meet customers’ quality expectations?
4. What is the relationship between quality and price?
5. Review the list of quality expectations in figure 3.3, for both goods and services also shown below:

• Quality of design
• Fitness for purpose
• Durability
• Professionalism of the service provider
• Reliability of the service provider
• Level of customisation
a. Reorder this list of quality expectations, for both goods and services, from least to most important.
b. Justify the order you chose.

6. How does cost leadership affect price?
7. Clarify how cost-based competition affects the operations function of business.

Read the ‘K-mart, Target and Big W — cost-based competition’ case study and answer questions 8 to 10.
8. State two strategies that can be applied by businesses to reduce supply side costs.
9. Explain how economies of scale can lower costs.

10. Identify four means by which operations managers can improve business productivity.

Extension

11. Analyse the meaning of quality with reference to a motor vehicle brand. Do this by tabulating the cost and
features of different types of motor vehicles (some low priced and some high priced).

12. Compile a list of five major fuel outlets. Evaluate the effect of cost-based competition on fuel retailers (refer
to brands).

13. a. Distinguish between fixed and variable costs.
b. Explain which costs vary as scale of production increases.
c. Assess the circumstances under which fixed costs can vary. (Hint: Think of a situation in which a business

grows rapidly and needs additional facilities and machinery).
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3.3 Exam questions

Question 1 (1 mark)

A group of business people have decided not to stay at a hotel because it does not have broadband connection
or meals available 24 hours. Which influence on operations is the hotel not satisfying?
A. Technology
B. Globalisation
C. Quality expectations
D. Corporate responsibility

Question 2 (1 mark)

In an attempt to improve its competitiveness, a business has decided to locate its operations in a South-East
Asian country. Which of the following is the most likely influence on this decision?
A. Cost-based
B. Government
C. Legal regulations
D. Environmental sustainability

Question 3 (3 marks)

What is cost-based competition? Explain why a cost leadership approach to business operations is used by
businesses.

Question 4 (2 marks)

Explain why quality and expectations cannot be separated.

More exam questions are available in your learnON title.
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3.4 Government policies and legal regulation

SYLLABUS LINK In this subtopic you will learn about how government policies and legal regulation influence
operations, how to identify their breadth and how each can affect operations management.

Source: Business Studies Stage 6 Syllabus © Copyright 2010 NSW Education Standards Authority (NESA).

3.4.1 Government policies
All businesses operate in a political–legal environment. Political decisions affect the business rules and
regulations, which, in turn, directly affect the management of various key business functions. Government
policies change from time to time, most notably due to a change in government or a change in social
expectations, and are, therefore, a notable source of change and a significant influence on business operations.

There is a breadth of government policies that affect operations management. These range from taxation rates,
required materials handling practices, work health and safety (WHS) standards, industry training requirements,
policies relating to public health, environment, trade and industry, as well as employment relations. Since
policies can inform law-making, and lead to business opportunities, operations managers need to be fully aware
of decisions and what they mean for business management.

FIGURE 3.4 Government policies such as the instant asset write-off policy help businesses claim tax deductions
on the purchase of assets such as technological equipment.

3.4.2 Legal regulation
The range of laws with which a business must comply are collectively termed ‘compliance’. The regulations that
shape business practices and procedures must be followed at the risk of penalty, hence the term compliance. The
expenses associated with meeting the requirements of legal regulations are termed
compliance costs. compliance costs the expenses

associated with meeting the
requirements of legal regulations,
i.e. abiding by all laws

Laws make clear the standards of society, and businesses are expected to comply
with the standards of behaviour imposed by the legal regulations.
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FIGURE 3.5 Providing a healthy and safe workplace
environment is an important part of an operations manager’s
responsibilities.

All aspects of business must abide by the
laws of business. Operations has particular
laws that influence how practices and
processes are conducted. Of significance
to the operations functions in a business
is the role of labour in the transformation
process. The relevant laws relating to the
management of labour (human resources)
include:

• work health and safety (WHS) — in
the use of machinery and in interacting
with the business environment. Safe
and healthy working conditions require
that employees be given appropriate
safety training, use of protective
equipment, and work with machines
that abide by noise, pollution and
safety standards

• training and development — in the use and application of technology and in the appropriate methods
required to work effectively

• fair work and anti-discrimination laws — requiring that employees be treated with dignity and respect.

Other areas of regulation with respect to the operations process relate to the environment and public health.
These laws address issues such as:

• environmental protection — minimising pollution, eliminating and safely disposing of any toxic residues
• rules related to public health — including any fair trading rules which influence product safety standards

and fitness for purpose of products. The range of laws affecting business operations is shown in figure 3.6.

BizFACT

National work health and safety laws took effect in January 2012 with the passing of the Work Health and Safety
(WHS) Act 2011 (Cwlth).

FIGURE 3.6 The range of laws affecting and shaping business operations in
Australia

Racial Discrimination Act 1975 (Cwlth)

Sex Discrimination Act 1984 (Cwlth)

Workers Compensation Act 1987 (NSW)

Disability Discrimination Act 1992 (Cwlth)

Age Discrimination Act 2004 (Cwlth)

Anti-Discrimination Act 1977 (NSW)

Work Health and Safety (WHS) Act 2011 (Cwlth)

Environment Protection and Biodiversity Conservation Act (1999) (Cwlth)

Superannuation Guarantee Act 1992 (Cwlth)

Taxation Act 1953 (Cwlth)

Corporations Act 2001 (Cwlth)

Fair Work Act 2009 (Cwlth)
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Resourceseses
Resources

Weblink Fair Work Ombudsman

KEY IDEAS

• Government policy is a source of change for business.
• Government policies affect operations decisions.
• Policies from government are reflected in laws and regulations.
• Managers who do not comply with government regulations in respect to human resources, the environment
and public health risk fines and, in some cases, jail.

• While some government policies restrict business practices, other policies encourage business and provide
opportunities.

3.4 Activities
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. A downloadable solutions file is also available in the Resources tab.

3.4 Quick quiz 3.4 Exercise 3.4 Exam questions

Select your pathway

LEVEL 1
1, 2, 3, 5, 6

LEVEL 2
4, 7, 9, 10

LEVEL 3
8

3.4 Exercise

Revision

1. What are government policies?
2. Define the term ‘legislation’ and provide two examples.
3. Clarify how legislation affects the operations function of a business.
4. Why are the laws with which a business must comply collectively termed ‘compliance’?
5. Recall the relationship between legal regulation and compliance costs.
6. Identify three laws that relate to business operations.

Extension

7. Determine how the law can affect and shape operations management. Refer to information from the Fair
Work Ombudsman website to assist in answering this question.

8. Select one of the laws listed in figure 3.6. Evaluate how the selected law would affect the cost and
complexity of business.

9. Examine the notion of legal compliance. Explain how compliance adds cost to business but also regulates
the conduct of business, with reference to examples.

10. Investigate the government policy on small business instant asset write-offs. Answer the following
questions.
a. What does the government classify as a ‘small business’ for the purpose of the policy?
b. How does the instant assets write-off work?
c. Why do business people like the instant asset write-off policy?
d. Should the government expand the instant asset write-off policy to include large businesses? Justify your

response.
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3.4 Exam questions

Question 1 (1 mark)
Source: HSC 2011 Business Studies Exam, Section I, Q13

An overseas company has made a pirate version of Sascha’s computer game.
What type of global influence on Sascha’s business is this?
A. Cultural
B. Financial
C. Legal
D. Political

Question 2 (1 mark)
Source: HSC 2009 Business Studies Exam, Section I, Q4

Which of the following is a legal responsibility that supermarkets have towards their customers?
A. To deliver quality service
B. To advertise weekly specials
C. To offer a money-back guarantee
D. To provide a safe shopping environment

Question 3 (1 mark)
Source: HSC 2005 Business Studies Exam, Section I, Q6

Which of the following is an example of an external influence that may cause a company to change its strategic
direction?
A. The outsourcing of marketing
B. The decision to establish web-based ordering
C. The introduction of new management processes
D. The legislation of new environmental health policies

Question 4 (1 mark)

An interest rate increase has led to increased loan repayment costs. As a result, the operations team must find
ways to cut their costs to help pay the increase in the loan repayment. Which influence is most responsible for
this interest rate increase?
A. Cost-based
B. Government
C. Legal regulations
D. Environmental sustainability

Question 5 (1 mark)

A business has decided to change its packaging so that it can be recycled. This will add cost to operations. This
change is a result of which influence on operations?
A. Cost-based
B. Government
C. Legal regulations
D. Environmental sustainability

More exam questions are available in your learnON title.
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3.5 Environmental sustainability and corporate social
responsibility

SYLLABUS LINK In this subtopic you will learn about how environmental sustainability and corporate social
responsibility influence operations, including the difference between legal compliance and ethical responsibility,
and environmental sustainability and social responsibility. You will learn to explain why CSR is a key concern in
operations management.

Source: Business Studies Stage 6 Syllabus © Copyright 2010 NSW Education Standards Authority (NESA).

3.5.1 Environmental sustainability
environmental sustainability
(ecological sustainability) to
shape business operations around
practices that consume resources
today without compromising
access to those resources for future
generations

precautionary principle requires
that, where environmental
impacts are uncertain, a business
undertakes actions that are
most likely to cause the least
environmental impact

Awareness of the negative effects of business operations on the environment has
led to a call for businesses to adopt environmentally sustainable practices.
Environmental sustainability (ecological sustainability) means that business
operations should be shaped around practices that consume resources today without
compromising access to those resources for future generations. There are three
main aspects to environmental sustainability (ecological sustainability). These are
the sustainable use of renewable resources, a reduction in the use of non-renewable
assets and the application of the precautionary principle. Applying the
precautionary principle requires that, where environmental impacts are uncertain,
a business undertakes actions that are most likely to cause the least environmental
impact.

BizFACT

The Cadbury factory on the banks of the Derwent River north of Hobart, Tasmania produces high-quality,
satisfying and delicious chocolate while emitting relatively low amounts of greenhouse gases.

Greenhouse emissions are generated through the burning of fossil fuels for energy, including electricity and
transport; however, 90 per cent of Tasmania’s electricity comes from hydroelectrical and wind power. Cadbury’s
main culprit in emissions is transport — its products need to be moved within Australia, as well as to locations as
far away as Ghana.

Cadbury has also appointed an eco-efficiency team that has introduced sustainable strategies such as:
• steam capture (reused in later stages) that reduces coal and water use
• gas collection from the factory’s wastewater treatment plant for recycling, which has reduced the amount of
gas used substantially and carbon dioxide emissions by 200 tonnes

• biodegradable plastic packaging (made of corn starch)
• sourcing only Fair Trade-certified cocoa beans for its manufacturing process.

carbon footprint the amount of
carbon produced and entering
the environment from operations
processes

The operations function is significantly affected by the rise in climate change
scientific understanding and the need to integrate a long-term sustainable view of
resource management into business planning and practice. This can be seen in the
move by businesses to reduce and minimise waste; recycling water, glass, paper
and metals, and reducing their carbon footprint. The carbon footprint refers to
the amount of carbon produced and that enters the environment from operations
processes.
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3.5.2 Corporate social responsibility

corporate social responsibility
(CSR) open and accountable
business actions based
on respect for people,
community/society and the
broader environment. It involves
businesses doing more than just
complying with the laws and
regulations.

triple bottom line refers to the
financial profitability, social impact
and the environmental impact of a
business

A growing area, affecting all key areas of business, is corporate social
responsibility (CSR). Corporate social responsibility refers to open and
accountable business actions based on respect for people, community and the
broader environment. It involves businesses doing more than just complying
with the laws and regulations. Formerly called the ‘triple bottom line’, CSR
places value on financial returns as well as social responsibility and environmental
sustainability. This means that the driver of corporate decision making is not
simply profitability, but rather something that more broadly reflects a range
of community concerns and social expectations. Triple bottom line refers to
the financial profitability, the social impact and the environmental impact of a
business.

For many public businesses, the annual report will contain significant reference to corporate social responsibility
or sustainability. Some companies, such as Kathmandu (see the chapter 1 case study), produce a separate
sustainability report that provides a comprehensive account of their commitment to the areas of ethical
decision making that goes beyond legal requirements.

SNAPSHOT

Case study: The triple bottom line at Bulla

The Royal Agricultural Society (RAS) named Bulla Dairy Foods the best food producer for 2014. Bulla is an
Australian dairy manufacturer that produces a range of chilled and frozen dairy products including cream, cottage
cheese, yogurt, dairy desserts, ice-cream and frozen yogurt. The company employs more than 450 people across
its manufacturing sites, head office and distribution centre in Victoria.

Bulla was presented with the RAS President’s Medal after its 35 per
cent Thick Cup Cream won the champion cream award at the 2014
Sydney Royal Cheese and Dairy Produce Show and gained the medal
nomination.

Robert Ryan, President of the RAS, congratulated Bulla on being named
the ‘best of the best’ in Australian food and agricultural production.
‘The President’s Medal recognises Australian producers that create the
highest quality products by sustainable means, which is an outstanding
achievement,’ he said.

Judges for the best food producer award inspected the company’s
processing sites and found that the company was very aware about
its triple bottom line. Bulla has worked hard to reduce waste, landfill
volumes and greenhouse gas emissions through its ‘cogeneration’
project. A wellbeing program offers staff health support, including fitness
programs and nutrition boosts, such as a free weekly winter soup.
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Corporate social responsibility and operations management
Corporate social responsibility (CSR) is a key concern in operations management for contemporary businesses.
Operations management involves processes of transformation that draw from a range of inputs to make final
products. The principles of CSR require a business to manage the effects of its activities on society/community
and the environment, such that negative impacts are minimised. This requires that a business understand where
and how its inputs are sourced so that it only draws from suppliers that adhere to appropriate standards. It also
requires that a business shapes its processes in such a way as to minimise environmental damage and waste.
The operations process can further integrate principles of CSR through managers ensuring recruitment practices
draw from a diverse range of employees and are inclusive of people from all backgrounds.

3.5.3 The difference between legal compliance and ethical
responsibility
The government creates laws that affect business operations with an expectation that they will be followed.
Penalties for a breach of business laws act as a deterrent and can assist management in understanding their
obligations. Some businesses, however, go much further than simply adhering to the minimum requirements
set out under the law; they demonstrate a commitment to ethical responsibility. The difference then between
legal compliance and ethical responsibility is that legal requirements require businesses to follow the letter of
the law — the prescribed standards of behaviour. Ethical responsibility sees businesses meeting all of their legal
obligations and taking it further by following the intention and ‘spirit’ of the law.

In demonstrating ethical responsibility, management is indicating that it values something more than just earning
maximum profits because it is demonstrating its commitment to act beyond expectations for the benefit of
society, both now and in the future.

Compliance typically falls into a number of areas for business. These areas include, but are not limited to:

fiduciary a person in a position of
financial trust with respect to others’
money

• labour law compliance, such as minimum wages, award wages, working hours, breaks, pay for various
forms of leave, other on-costs associated with labour, workers compensation and WHS laws

• environmental and public health compliance, such as regulations stopping dumping, pollution (air, land and
water), requiring certain standards of operating and of waste disposal

• business licensing rules, such as those requiring particular levels of training or certification and those
placing conditions on operations (such as restricted working hours, zoning restrictions, and content and
disclosure restrictions)

• taxation, such as levies and duties as well as taxes imposed on profits. Superannuation can be considered
a form of taxation that is invested for retirement purposes. Taxation can be applied in such a way as to
encourage particular practices or penalise particular activities

• trade practices and fair market dealings, which address issues of market power, misleading and unfair
conduct, price collusion, monopoly behaviour, market concentration (competition) and product safety

• migration and rules around the use of offshore skilled labour, which aim to ensure minimum standards are
applied to labour brought in from other nations.

• intellectual property, which addresses issues related to moral rights such as copyright, patents, trademarks,
designs and other original ideas and artistic works.

• financial and accounting regulations and corporations law, which aim to standardise methods and rules
around financial records and reports, as well as ensuring that company directors follow particular rules as
fiduciaries. A fiduciary is a person in a position of financial trust with respect to others’ money

• corporate governance, which refers to the rules, policies and decisions that have been established to direct
the operations and performance of the business. For business this places a responsibility on the board of
directors to ensure corporate integrity in decision making that affects its stakeholders.

• human rights, such as rules restricting discrimination on the grounds of
disability, culture, sexual preference, gender, age or any other distinguishing
feature.
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When businesses conduct their operations, so that they are abiding by all relevant and applicable local, state and
federal laws, they may incur significant costs. Given that the main goal of business is to generate maximum
profit, it is easy to see why many businesses opt for the lowest level of compliance permissible. This would
mean that the business is incurring the lowest necessary compliance costs possible.

Outsourcing, compliance and business behaviour
One way that businesses aim to reduce compliance costs is by structuring their business operations so that
different aspects are conducted by outside parties. Theprocess known as outsourcing involves the use of
outside specialists to undertake one or more key business functions. Outsourcing may be undertaken onshore
or offshore. Onshore outsourcing involves the use of domestic businesses as the outsourcing provider, whereas
offshore outsourcing involves taking the activities to a provider in another country.

Offshore outsourcing takes advantage of regulatory differences between nations. This means that the
compliance requirements are different between the nations chosen and allow the business to take advantage
of significant cost savings. Lower taxation rates, lower standards of labour, weaker environmental and
intellectual property regulations all enable businesses to reduce their compliance costs. Of course, the use
of offshore outsourcing raises ethical issues concerning business behaviour. For example, should a business
operate in nations with loose WHS laws when the costs saved can place employee welfare at risk? Or should
a business outsource its operations to a third party that takes responsibility for compliance? Using a third
party can be a screen behind which many businesses hide. In this way, breaches of compliance in other
nations can be passed on to the contractor operating in its local market without any legal responsibility for
the business outsourcing its production. This has caused businesses in Australia to be more responsible when
choosing contractors to produce their goods or deliver their services overseas. Some have been exposed for
being complicit in not ‘calling out’ those contractors not abiding by local labour laws.

3.5.4 Ethical responsibility
Ethical responsibility involves businesses going beyond the law and taking into account broader social,
community and environmental concerns. However, when laws and regulations differ between nations, it can
be hard to know how to be ethical in given business situations. Under such circumstances, businesses may
guide their decision making after consulting with special interest groups or following guidelines set down by
international bodies. In manufacturing operations there can be significant international differences in standards
for labour in terms of wages, health and safety, and training. A business may choose to follow international
labour standards articulated by the International Labour Organization (ILO).

The ILO holds annual conventions called the International Labour Conference and raises matters of importance
to workplaces and the rights of employees. Such matters include:

• working women and maternity protection
• the provision of safe working conditions.

outsourcing (or contracting out
business functions) involves
the use of third-party specialist
businesses; for example,
recruitment firms. It aims to take
advantage of the specialist skills
provided by them and to achieve
a reduction in labour costs.

onshore outsourcing involves
the use of domestic businesses
as the outsourcing provider

offshore outsourcing involves
taking the activities to a provider
in another country

The workplace issues that are raised are put into a report. If two-thirds of
the nations in the ILO agree to the report’s recommendations, it becomes an
International Labour Standard. Nations are expected to pass laws consistent with
the International Labour Standards.

Ethical practice also has a role in businesses that provide a service. The
Commonwealth Bank has recently been criticised for its management of its
customer relationships. The focus of the criticism was how the business’s
insurance division operated. ABC’s Four Corners and the then-Fairfax Media
(now Nine Entertainment Co.) reported that there were several cases where claims
assessors rejected payouts to terminally ill clients. In addition, it was alleged
that the insurance division CommInsure removed medical files and ensured that
doctors changed their diagnoses in order to refuse claims. The bank’s then-Chief
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Executive Officer was forced to apologise and insisted that ethics remains a core business value and that such
circumstances would not be repeated.

FIGURE 3.7 In some developing countries, sweatshop conditions exist, in which women
and children work long hours in extreme heat for very low wages and with virtually no safety
precautions. There is increasing pressure to ensure such employees are not exploited by
unscrupulous businesses by using contractors that abide by higher minimum legal expectations.

FIGURE 3.8 The role of the International Labour Organization (ILO)

About the ILO

The only tripartite U.N. agency, since 1919 the ILO brings together governments, employers and workers
representatives of 187 member States, to set labour standards, develop policies and devise programmes
promoting decent work for all women and men.

Mission and impact of the ILO

Promoting jobs, Protecting people

The International Labour Organization (ILO) is devoted to promoting social justice and internationally recognized
human and labour rights, pursuing its founding mission that social justice is essential to universal and lasting
peace.

As the only tripartite U.N. agency, the ILO brings together governments, employers and workers representatives
of 187 member states to set labour standards, develop policies and devise programmes promoting decent work
for all women and men.

Today, the ILO’s Decent Work Agenda helps advance the economic and working conditions that give all workers,
employers and governments a stake in lasting peace, prosperity and progress.

Source: www.ilo.org/global/about-the-ilo/lang–en/index.htm; www.ilo.org/global/about-the-ilo/mission-and-objectives/lang–en/
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3.5.5 Environmental sustainability and social responsibility
Economic development must be accomplished sustainably — that is, using methods of production that conserve
the Earth’s resources for future generations. Economic growth should not occur at the expense of polluting
and degrading the air, water and forests that are essential to supporting life on this planet. There needs to
be a balance between economic concerns and environmental concerns — in other words, environmental
sustainability.

Consequently, businesses are being asked to take increasing responsibility for the protection of the environment.
The Earth is a fragile system, and needs high levels of support and informed intervention so that it may sustain
itself. The social conscience of responsible business owners (and, increasingly, government legislation) has
led them to adopt policies of conservation, recycling and restoration. The principle of ecological sustainability
requires business’s management to evaluate the full environmental effects of their operations.

Additionally, the growing consumer expectation that products should be ‘clean, green and safe’ is changing
management practices in a number of Australian businesses. By producing new and better products in an
ecologically sustainable manner, the business focus and stakeholder expectations are more closely aligned.

In response to concerns about climate change, the community increasingly expects businesses to:
• adopt greenhouse abatement (reduction) measures
• encourage the development of long-term sustainable strategies.

Corporate social responsibility (CSR) refers to a business’s management of the social, environmental,
political and human consequences of its actions. A socially responsible business tries to achieve two goals
simultaneously: (1) expanding the business and (2) providing for the greater good of society. It recognises that
business activities have an impact on society and as such management needs to give careful consideration to
their actions.

Social responsibility is good business — customers eventually identify those businesses that are acting
responsibly and those that are not. Customers can react and stop buying a business’s product if they learn
that it is exploiting employees, accepting bribes or polluting the environment directly or indirectly through
contracting out its production of goods or in providing services. At the same time, customers will reward
socially responsible businesses by purchasing more of their products. Obviously, socially responsible business
behaviour costs money in the short term but in the long run often turns out to be in the company’s best interests.
S ocially responsible businesses may even convert a weakness into a strength, enabling marketing opportunities
that communicate the business’s virtues as one driven by social and environmental goals.

BizFACT

Business owners or managers can consider establishing an environmental management system (EMS) that allows
them to have a more systematic and methodical approach to the firm’s environmental impact. This can also
include having the EMS accedited to the ISO 14001 standard. This is an international standard that recognises
an effective environmental system and gives confidence to stakeholders that the business is measuring and
improving it.
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SNAPSHOT

Case study: Corporate social responsibility at Mars — a key concern in operations
management

Mars is a private, family-owned company that produces
some of the world’s leading confectionery, food and pet
care products, and has growing beverage and health
and nutrition businesses. Headquartered in McLean,
Virginia (in the United States), Mars Incorporated
operates in more than 80 countries and employs
more than 100 000 associates (employees) worldwide.
Mars launched in Australia in 1954. The company’s
global sales are approximately US$35 billion annually.
Founded in 1911, the company manufactures and
markets a variety of products under many of the world’s
most recognisable trademarks, including M&M’S®,
SNICKERS®, MASTERFOODS®, DOLMIO®, PEDIGREE®,
UNCLE BEN’S®, ROYAL CANIN®, WHISKAS®, EXTRA®, ECLIPSE® and STARBURST®. Mars uses high
quality ingredients and employs the highest standards of quality control.

Mars has developed five principles to lead and guide the company: Quality, Responsibility, Mutuality, Efficiency
and Freedom. They express the company’s vision of not only what Mars is, but also where and what Mars wants
to be. The Five Principles are put into practice every day by Mars associates (staff) all over the world and have
developed into a practical, effective and unique way of doing business that collectively and individually sets Mars
apart. For example, Mars’ environmental policy is anchored in the Five Principles.

Mars has policies concerning its use of genetically modified ingredients, the health and nutrition of its foods,
research involving animals and positive relations with its associates. Mars has a 2020 target — that 100 per cent
of its cocoa will come from certified sources; in 2016 it was on track to certify 50 per cent of the cocoa it buys.

Mars also has policies aimed at making it a more socially responsible company. The company has a long-term
goal to reduce its total environmental impact in line with what science indicates is necessary. It also aims to
improve the lives of 1 million people in their value chain, while advancing science innovation and marketing in
ways that help people.

Mars is a reputable employer. Teamwork is seen as very important at the company — units work with each other
to achieve broad corporate objectives. The business has been recognised as a great place to work numerous
times. For example, in 2019, Mars ranked in the top 25 World’s Best Workplaces list for the eighth consecutive
year. Vice President Eric Minvielle says, ‘Being awarded a spot on the World’s Best Workplaces list eight years in
a row is an honour that reflects our Associates’ feedback and our commitment today to building a better world
for people, pets and our planet tomorrow. Thank you to each of our 125 000+ Associates who make Mars a
wonderful workplace every day.’

Mars’ employees shared all of the reasons why they are #ProudlyMars on the Great Place To Work survey,
which covers more than 8000 organisations and represents the voices of 3.4 million employees at companies
worldwide.

Source: Adapted from: Mars Ranks in Top 25 World’s Best Workplaces for Eighth Consecutive Year,
https://www.mars.com/news-and-stories/articles/the-worlds-best-workplaces.

Resourceseses
Resources

Video eLessons Environmental sustainability and Ferguson Plarre Bakehouses (eles-1089)
Di Bella Coffee and CSR (eles-2284)

Weblinks Kathmandu Sustainability Report 2020
Reebok and Adidas sustainability
Levi Strauss
International Labour Organization
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KEY IDEAS

• Business operations are required to adopt environmentally sustainable practices to reduce their carbon
footprint.

• Corporate social responsibility (CSR) is an important influence on business and it integrates financial, social
and environmental goals.

• Legal compliance refers to businesses abiding by the word of the law, whereas ethical responsibility
encompasses a much broader integration of social, community and environmental concerns.

• Compliance costs are those associated with the cost of meeting the needs imposed by regulations.
Compliance applies to a wide range of business activities.

• Ethical business enterprises recognise that variation in laws can undermine social and ethical responsibility.
Therefore, they may seek independent sources, such as the ILO and lobby groups, to create ways of applying
ethical standards across the operations function.

• Environmental sustainability and social responsibility are features of an ethical approach to operations
management.

• Economic development must be accomplished sustainably.
• Environmental sustainability refers to the economic, social and environmental performance of a business.
• Social responsibility refers to a business’s management of the social, environmental, political and human
consequences of its actions.

3.5 Activities
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. A downloadable solutions file is also available in the Resources tab.

3.5 Quick quiz 3.5 Exercise 3.5 Exam questions

Select your pathway

LEVEL 1
1, 3, 4, 5, 8, 9, 11, 13, 16, 17,
18, 19, 21

LEVEL 2
2, 6, 7, 10, 12, 14, 15

LEVEL 3
20, 22, 23, 24

3.5 Exercise

Revision

1. State the three main aspects of environmental sustainability.
2. How does environmental sustainability affect the operations function of business?
3. What is ‘corporate social responsibility’?
4. What are the main themes that support corporate social responsibility?

Read the case study ‘The triple bottom line at Bulla’ and answer questions 5 and 6.
5. Outline the business characteristics of Bulla Dairy Foods.
6. Propose the reasons for the company’s recognition as ‘the best of the best’ in Australian food and

agriculture.
7. Distinguish between legal compliance and ethical responsibility.
8. Recall the term applied to the expenses associated with abiding by all laws.
9. Identify four areas in which a business would have to demonstrate compliance.

10. How can businesses reduce compliance costs?
11. State why a business’s management may decide to offshore its outsourcing of production.
12. Distinguish between compliance and ethical responsibility in business.
13. a. Recall what the acronym ILO represents.

b. Identify two matters relating to workplaces and the rights of employees that the ILO might be concerned
with ensuring that businesses comply with.

14. Explain why businesses should be concerned with environmental sustainability.
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15. Account for the growing consumer expectation for ‘clean, green and safe’ products.
16. Identify two goals a socially responsible business tries to achieve.
17. Since an investment in CSR can be expensive, outline the impact on revenue and profitability if a business

such as Bulla invests in CSR.

Read the ‘Corporate social responsibility at Mars — a key concern in operations management’ case study
and answer questions 18 to 22.
18. Outline the development of Mars including its expansion into Australia.
19. List some of its trademarks.
20. Analyse the role of the five principles that guide the company — Quality, Responsibility, Mutuality, Efficiency

and Freedom.
21. Outline the policies that demonstrate its socially responsible approach.
22. Reebok (a subsidiary of Adidas) and Levi Strauss both devote significant resources to corporate social

responsibility. Recently the companies have taken steps to ensure the compliance of their suppliers in regard
to the workplace and environmentally sustainable practices. Undertake further research to assess Reebok’s
and Levi Strauss’s commitment to their suppliers’ social and environmental obligations. Create either an oral
or written report and present it to the rest of the class.

Extension

23. With reference to a large business (such as Myer, BHP Billiton, Mobil or Virgin Airlines), identify compliance
costs specific to the business. You may need to research the corporate website of the relevant business.
Determine how the costs you identified affect the business and its operations.

24. Investigate the role of the International Labour Organization (ILO). Use your research to critically analyse
how ILO standards can affect the operations function of a business.

3.5 Exam questions

Question 1 (1 mark)
Source: HSC 2017 Business Studies Exam, Section I, Q16

Which of the following actions is an example of corporate social responsibility?
A. Sponsoring a sporting event
B. Opening a manufacturing plant
C. Introducing a community health program
D. Paying compensation for a work-related injury

Question 2 (3 marks)
Source: HSC 2016 Business Studies Exam, Section II, Q24b

A fruit shop has experienced strong growth in its sales of fresh organic fruit since it started to sell online.

Explain why corporate social responsibility should be a key concern in operations management for this business.

Question 3 (1 mark)
Source: HSC 2015 Business Studies Exam, Section I, Q13

The term compliance costs refers to expenses associated with meeting
A. competitor prices.
B. legal requirements.
C. consumer demands.
D. supplier constraints.
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Question 4 (1 mark)
Source: HSC 2014 Business Studies Exam, Section I, Q17

Which of the following is an example of legal compliance for a sports store?
A. Paying taxes on time
B. Offsetting carbon emissions
C. Induction of new employees
D. Paying dividends to shareholders

Question 5 (4 marks)
Source: HSC 2012 Business Studies Exam, Section II, Q21a

How might a business benefit when an operations manager acts in an ethically and socially responsible manner?
Support your answer with relevant examples.

More exam questions are available in your learnON title.

CHAPTER 3 Influences on operations management 53

PAGE PROOFS



3.6 Review
3.6.1 Summary
Globalisation and technology

• Globalisation is a reference to the removal of barriers of trade between nations.
• Globalisation is characterised by an increasing integration between national economies and a high degree

of transfer of capital (facilities and machinery), labour, intellectual capital and ideas, financial resources
and technology.

• Globalisation has significantly affected the operations function of large and global businesses.
• Globalisation affects consumers who seek global brands and this, in turn, shapes the operations function.
• Technology plays a very important role in operations — from administration, through to all operations

processes.

Quality expectations and cost-based competition
• Management of quality expectations in both the manufacture of products and the delivery of services is a

goal of operations management.
• Quality expectations differ between goods and services.
• Whether quality expectations relate to goods or services, in both cases they lead to consumers having a

perception about the standard of products, and accordingly consumers will be prepared to pay a higher
price for higher quality.

• Another factor affecting and shaping operations is cost-based competition. Here a business can apply cost
leadership to reduce both fixed and variable costs.

Government policies and legal regulation
• Government policy is a source of change for business.
• Government policies affect operations decisions.
• Policies from government are reflected in laws and regulations.
• Managers who do not comply with government regulations in respect to human resources, the environment

and public health risk fines and, in some cases, jail.
• While some government policies restrict business practices, other policies encourage business and provide

opportunities.

Environmental sustainability and corporate social responsibility
• Business operations are required to adopt environmentally sustainable practices to reduce their carbon

footprint.
• Corporate social responsibility (CSR) is an important influence on business and it integrates financial,

social and environmental goals.
• Legal compliance refers to businesses abiding by the word of the law, whereas ethical responsibility

encompasses a much broader integration of social, community and environmental concerns.
• Compliance costs are those associated with the cost of meeting the needs imposed by regulations.

Compliance applies to a wide range of business activities.
• Ethical business enterprises recognise that variation in laws can undermine social and ethical responsibility.

Therefore, they may seek independent sources, such as the ILO and lobby groups, to create ways of
applying ethical standards across the operations function.

• Environmental sustainability and social responsibility are features of an ethical approach to operations
management.

• Economic development must be accomplished sustainably.
• Environmental sustainability refers to the economic, social and environmental performance of a business.
• Social responsibility refers to a business’s management of the social, environmental, political and human

consequences of its actions.
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3.6.2 Key terms

carbon footprint the amount of carbon produced and entering the environment from operations processes
compliance costs the expenses associated with meeting the requirements of legal regulations, i.e. abiding by all
laws
corporate social responsibility (CSR) open and accountable business actions based on respect for people,
community/society and the broader environment. It involves businesses doing more than just complying with the
laws and regulations.
cost-based competition derived from determining breakeven point (the level at which the firm’s total revenue is
exactly equal to its total costs) and applying strategies to create cost advantages over competitors
environmental sustainability (ecological sustainability) to shape business operations around practices that
consume resources today without compromising access to those resources for future generations
fiduciary a person in a position of financial trust with respect to others’ money
fixed costs costs that are not dependent on the level of operating activity in a business. Fixed costs do not
change when the level of activity changes — they must be paid regardless of what happens in the business.
globalisation refers to the removal of barriers of trade between nations. Globalisation is characterised by an
increasing integration between national economies and a high degree of transfer of capital (facilities and/or
machinery), labour, intellectual capital and ideas, financial resources and technology.
offshore outsourcing involves taking the activities to a provider in another country
onshore outsourcing involves the use of domestic businesses as the outsourcing provider
outsourcing (or contracting out business functions) involves the use of third-party specialist businesses; for
example, recruitment firms. It aims to take advantage of the specialist skills provided by them and to achieve a
reduction in labour costs.
precautionary principle requires that, where environmental impacts are uncertain, a business undertakes
actions that are most likely to cause the least environmental impact
quality a specific reference to how well designed, well made and functional goods are, and the degree of
competence with which services are organised and delivered
technology the design, construction and/or application of innovative devices, methods and machinery in
operations processes
triple bottom line refers to the financial profitability, social impact and the environmental impact of a business
variable costs costs that vary in direct relationship to the levels of operating activity or production in a business.
Such costs include labour costs and costs of energy.

Resourceseses
Resources

Digital documents Key terms glossary (doc-35658)
Chapter crossword (doc-36211)

Interactivity Chapter crossword (int-7151)

Exam question booklet Chapter 3 Exam question booklet (eqb-0025)
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3.6 Activities

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. A downloadable solutions file is also available in the Resources tab.

Exercise 1: Multiple choice questions

1. Globalisation can:
A. be a threat to businesses focusing on cost leadership approaches.
B. increase integration between national economies.
C. lead to higher transfers of intellectual capital and ideas.
D. All of the above

2. Globalisation is a significant influence on operations management because of which of the following?
A. Consumers value global brands.
B. Consumers seek customised products.
C. Organisations can reduce economies of scale.
D. Operations are structured around local facilities.

3. Economies of scale advantages are achieved by global businesses through which of the following?
A. Choosing the best locations for production of components
B. Focusing on quality management
C. Using reliable supply chains
D. All of the above

4. Which technology is used in the operations process?
A. Gantt charts
B. Computer-aided design (CAD)
C. Critical path analysis
D. Spreadsheets

5. Quality of goods and services is measured by which of the following?
A. The features that satisfy stated or implied needs
B. How well designed and made goods are
C. How competently services are organised and delivered
D. All of the above

6. Cost advantages are derived from which of the following?
A. Determining breakeven point
B. Reducing prices to create advantages over competitors
C. Mass customisation for differentiated or standardised products
D. Using reliable suppliers

7. Work health and safety policies include which of the following?
A. Carbon pricing
B. Noise and pollution standards
C. Anti-discrimination
D. B and C

8. Which of the following are the key aspects of environmental sustainability?
A. Assessing carbon footprint and minimising waste
B. Reducing non-renewable resources and increasing renewable resources
C. Recycling paper and metals, and business planning to increase carbon footprint
D. Planning for carbon pricing and safe disposal of toxic waste

9. What is meant by corporate social responsibility?
A. Meeting the relevant compliance requirements
B. Using open and accountable business practices based on respect for people
C. Focusing on social responsibility and environmental sustainability as well as financial returns
D. Prioritising environmental sustainability as a business goal
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10. Which of the following correctly describes onshore outsourcing?
A. It takes advantage of regulatory differences between nations.
B. It takes advantage of regulatory differences within nations.
C. It involves domestic specialists supplying a key business function.
D. It primarily involves restructuring business functions to reduce environmental costs.

Exercise 2: Exam practice questions

Question 1 (6 marks)
a. What is globalisation? (2 marks)
b. Explain how globalisation influences a business’s operations. (4 marks)

Question 2 (4 marks)
Examine the breadth of government policies that affect operations management.

Question 3 (8 marks)
a. Identify TWO influences on operations management. (2 marks)
b. Analyse how these influences affect operations management. (6 marks)

Question 4 (5 marks)
Why is corporate social responsibility a key concern in operations management?

Question 5 (4 marks)
Distinguish between legal compliance and ethical responsibility in operations management.

Question 6 (6 marks)
Critically analyse the role of environmental sustainability and social responsibility in operations management.

Resourceseses
Resources

Teacher-led video Chapter 3 Exam practice solutions (tlvd-1867)

Past HSC examinations
Sit past HSC examinations and receive immediate feedback, marking guides and examiner’s report notes.
Access Course Content and select ‘Past HSC examinations’ to sit the examinations online or offline.

Test maker
Create unique tests and exams from our extensive range of questions, including past HSC questions.
Access the Assignments section in learnON to begin creating and assigning assessments to students.
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