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FIGURE 1 Car manufacturers can improve productivity by reducing the number of inputs required to obtain the 
same number of cars, or more cars. Alternatively, they can improve productivity if inputs remain the same but 
the number of cars produced increases, resulting in more cars from the inputs.

UNIT 2 ECONOMIC PERFORMANCE AND LIVING STANDARDS

TOPIC 10
Improving business productivity

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

10.1.1 Business productivity
One of the main objectives of a business is to improve the efficiency of its operations and productivity. 
Productivity measures the amount of output compared to the amount of input that goes into production. 
By improving productivity, businesses can be more competitive as they produce products at lower costs 
than competitors. Productivity can be improved by reducing the number of inputs required to obtain the 
same level of output or an increased output. Alternatively, productivity can be improved if inputs remain 
the same but output increases, therefore obtaining more from the inputs.

There are many strategies that businesses can use to improve productivity. We will explore these strat-
egies in this chapter.
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 Watch this eLesson: Improving business productivity (eles-2385)

ONLINE ONLY

10.2 Managing operations and improving 
productivity
10.2.1 Operations
Operations is the area of a business respon-
sible for making the business’s product, 
whether it is manufacturing goods or pro-
viding a service. Operations oversees the 
transformation of inputs — including the 
materials, equipment and labour used in 
the  process of production — into output; 
that is, the finished product. Operations 
can influence improvements in produc-
tivity because it involves capital investment, 
investment in applications of technology 
and the use of materials management strate-
gies such as just-in-time inventory systems.

10.2.2 Capital investment
Capital investment involves putting financial resources into physical resources such as machinery, equip-
ment and facilities. These investments are essential for a business to be able to provide goods and services 
to customers. Investing in capital can improve productivity. For example, building a modern assembly line 
in a factory will reduce costs and the use of labour while producing more products, which increases the 
productivity of the business’s capital. An investment in capital also increases the productivity of labour and 
other resources employed by a business.

FIGURE 1 Operations is responsible for turning inputs into 
goods (such as these bottles of soft drink) or services.

Starter questions
1. What is productivity?
2. Why is productivity important for a business?
3. Explain in your own words how a business can improve productivity.
4. Identify some strategies that a business might implement to improve productivity.
5. What might happen to a business that cannot improve productivity?
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10.2.3 Investment in technology applications
Investment in technology is another way businesses can improve productivity. Regardless of whether they 
are manufacturing a good or producing a service, businesses can use technology to speed up or shorten 
processes and maximise the use of resources. Using technology means production can take place using less 
labour or fewer materials.

Technology also enables businesses to drive innovation. New technology can support a business in 
designing or developing new products or processes. It can also be used to actually produce new or improved 
products or as part of a new innovative process.

Office technology
Office and communication technologies such as the ones in figure 3 have enabled new markets to open up 
because businesses can now reach more customers around the world. Developments in business technologies 

Podcast

Technologies used in
business today

Video conferencing

CD-ROM/DVD-ROM

Database

Mobile phone

Web 2.0 Twitter
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YouTubeiPad
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FIGURE 3 Technologies used by businesses today

CASE STUDY

Fortescue invests in gas conversions and automation
Fortescue Metals Group, an Australian iron-ore company, announced 
in 2014 that it was planning to improve efficiency by converting 
its operations to gas and introducing more automated trucks. The 
company said that utilising local gas could halve its annual operating 
costs.

‘It is very much focused on driving efficiency and productivity of 
our business,’ said Fortescue chief executive officer Nev Power. He 
explained that the process would comprise a switchover of Fortescue’s 
power stations to gas, as well as a progressive changeover from diesel 
to gas throughout the company’s mining fleet. This would involve the 
replacement of existing trucks by buying new trucks that run on gas, as 
well as the conversion of existing equipment.

FIGURE 2 Fortescue Metals 
Group chief executive officer 
Nev Power announced plans 
to convert the company’s 
operations to gas and introduce 
more automated trucks.
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have created the opportunity for workers to complete a greater range of tasks in less time. Many office tech-
nologies also enable employees to work from locations outside the business.

Customer relationship management
Customer relationship management (CRM) 
refers to the systems that businesses have 
introduced to maintain customer contact. 
CRM applications can be used to improve 
productivity by storing information about 
existing and potential customers.

This information can be entered and 
retrieved by employees from different areas 
in the business, including the sales, marketing 
and operations departments. In this way, 
the business can improve customer service 
because services can be provided directly to 
customers. This reduces costs and improves 
productivity.

Robotics
Robotics is a special form of technology 
capable of complex tasks. Robots are often 
used in manufacturing, on assembly lines, in 
engineering or in research where a program-
mable machine capable of doing several dif-
ferent tasks is required. They are capable of 
performing tasks with greater precision and 
accuracy than any human worker can. Robots 
work without complaint and do not demand 
higher wages. They work in conditions that 
are often far too dangerous for employees. 
By performing tasks faster and with greater 
accuracy in places where humans often 
cannot, robots improve productivity.

Computer-aided design
Computer-aided design (CAD) is software that generates two-dimensional or three-dimensional diagrams 
from a set of given input data (parameters). Once a design has been created it can be viewed from multiple 
angles, which assists both the designer and the end user to visualise the product. A lot of information can 
be obtained from the design. The costs of materials can be calculated and the time to complete the task of 
production can be determined, enabling the costs of the overall project to be quantified. In this way, CAD 
can improve productivity. If the cost is too high or if the design is too limited, the input parameters can 
be easily altered to reflect any new requirements. The normal drafting process can be very expensive, time 
consuming and less accurate. CAD can also be used to design the process that would be used to create the 
product in the shortest possible time using the least number of materials.

FIGURE 5 Robotics technology is used in many areas of 
business, including manufacturing and packing.

FIGURE 4 Customer relationship management is used to 
learn about and store information regarding customers’ 
needs and behaviours.
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10.2.4 Materials management
Materials management is concerned with managing the way materials are received and stored and making 
sure they are available to the operations process when required. Many businesses have large quantities of mat-
erials on hand to complete production. This is called stock, or inventory. Businesses hold large inventories to 
make sure they do not run out of materials. However, this can become a huge cost for a business because the 
stock has to be stored. Stock that takes up storage space for a long time can also result in the business missing 
opportunities to invest money in other places. In addition, materials can become unusable after a certain 
period of time. It is very important to manage materials effectively so that costs can be kept down.

The ‘just-in-time’ inventory system
Some businesses use an inventory system called just-in-time (JIT). This system ensures that the correct 
materials arrive just as they are needed for production, which can reduce storage costs and reduce the risk 
of waste occurring in storage, thereby improving the business’s productivity.

CASE STUDY

Innovative technologies
Bertalli’s Alpine Breads Benalla bakery recently completed a $450  000 expansion of its production line, with a 
$75  000 grant from the Victorian government’s regional growth fund. Bertalli’s Alpine Breads supplies specialty 
breads to Coles, Woolworths and other independent stores in Victoria. An innovative new packaging machine, 
which replaced the traditional bread-loaf packaging with sealed clear packaging, extends the shelf life of the 
business’s bread by up to 10 days. This means the business can now potentially supply a range of interstate 
markets including supermarkets, retail health food businesses and specialty food outlets.

Technology is not used only by businesses that manufacture goods. Businesses that produce services 
also use technology to improve productivity. Snap Laundromat in Brisbane has introduced an innovative new 
technology to its washing machines and dryers that enables customers to pay for and operate the laundry 
services with their smartphones. The founder of Snap Laundromat, Ian McFarlane, created a small network 
controller about the size of a cake of soap to go inside each machine.

The customer can either swipe 
a QR code on the machine 
or visit a website to create an 
account. Once the account has a 
balance, they can select a dryer or 
washing machine of their choice. 
Mr McFarlane said that customers, 
particularly young people and 
travellers, have been very quick 
to take up the new technology. 
He has started a new business, 
Eziwash, to make the controllers 
available to other laundromats. 
The use of this technology 
application means that customers 
can quickly and easily pay for 
their laundry service, particularly if 
they do not have cash, and could 
encourage more people to use 
the laundromat. Eventually the 
technology will have the ability to 
download customer data and to 
reward customers for their loyalty.

FIGURE 6 Use of technology applications can make the customer 
experience simpler, quicker and more worthwhile.
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CASE STUDY

Just-in-time real estate
REA Group is a global online real-estate 
advertising company based in Melbourne that 
owns and operates property-advertising sites 
in Australia, including www.realestate.com.
au. The business has applied the just-in-time 
system to software development. Decisions 
are made based on having access to the right 
information at the right time. This supports 
its efforts to be focused on customers and 
their rapidly changing needs. The business 
avoids carrying out excessive planning or 
documentation because this is considered to 
be a waste. In this way, innovation and creativity 
are encouraged.

FIGURE 7 REA Group uses the just-in-time system to 
access the right information about customer needs at 
the right time.

10.2 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. Note: Question numbers may vary slightly.

1. What is operations management responsible for?
2. List four types of technology applications used by business to improve productivity.
3. Define the term ‘innovation’.
4. What is the just-in-time inventory system?
5. Describe how the following strategies can improve productivity:

(a) capital investment
(b) investment in technology applications
(c) materials management.

6. Read the case study ‘Fortescue invests in gas conversions and automation’ and answer the following 
questions.
(a) What type of capital is Fortescue investing in?
(b) How will this investment improve productivity at Fortescue?

7. Read the case study ‘Innovative technologies’ and answer the following questions.
(a) What innovative technology did Bertalli’s Alpine Breads Benalla bakery introduce and how is it 

innovative?
(b) In what way is the technology that Snap Laundromat introduced innovative?
(c) How could Snap Laundromat’s new technology be used to make the customer experience more worthwhile?

8. Read the case study ‘Just-in-time real estate’ and answer the following questions.
(a) Explain how REA Group has applied just-in-time to software development.
(b) In what way would this system improve productivity?

9. Use the FM magazine (Facility Management) weblink in the Resources tab to find out how operations 
management can improve productivity. Search the website for articles relating to productivity and write a list 
of at least five ways that operations management can improve productivity.

10. Ask your teacher to invite an operations manager as a guest speaker to talk to your class about investment 
in capital, technology applications and materials management. Think of one or two questions you could ask 
if given the opportunity.

11. Outline what might happen to a business if it does not invest in capital or technology applications or make 
use of materials management strategies such as the just-in-time inventory system.
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CASE STUDY

Training at Tata Consultancy Services
Tata Consultancy Services (TCS) is a multinational information-technology services, consulting and business 
solutions company with its headquarters in India. Its services are offered across a number of sectors including 
banking and finance, retail, utilities, energy and telecommunications. TCS was recognised as a Top Employer 
Australia 2014 by the Top Employer Institute. Certification is awarded to the best employers around the world; 
that is, companies that demonstrate the highest standards of employee offerings. These employee offerings 
include primary and secondary benefits and working conditions, training and development, career development 
and culture management.

Deborah Hadwen, chief executive officer (CEO) of TCS Australia and New Zealand, says, ‘We have a world-
class talent management program that enables our employees to receive excellent career opportunities, training 
and benefits, positioned within an energetic working environment that delivers cutting-edge IT services and 
business solutions to leading enterprises across Australia’.

10.3 Improving productivity through human 
resource management
10.3.1 Human resource management
Human resources is the area of a business that is responsible for coordinating all the activities related to 
the employees of a business. It manages the relationship between the employer and employees. The strate-
gies used by the human resource department, such as training and flexible workplace conditions, focus on 
improving the motivation of employees and meeting their expectations. By improving motivation, human 
resources can influence improvements in productivity.

10.3.2 Training
The aim of training is to improve the skills, 
abilities and knowledge of employees so they 
can perform their job more efficiently and 
effectively. Both new employees and existing 
employees require training, depending on their 
level of experience. By giving them the oppor-
tunity to develop their skills and increase their 
knowledge, employees are more likely to feel 
valued within the business. Well-trained staff 
are likely to be more motivated and perform 
their jobs more efficiently. This will result in 
improved productivity. Staff who are well-
trained are also less likely to leave the business, 
which results in reduced costs.

Training can take many forms. Common 
methods of training include:
 • off-the-job training. This takes place at a site 

away from the workplace. It may involve classroom activities, lectures and simulations.
 • on-the-job training. This takes place at the workplace. It may involve coaching, hands-on training and 

job rotation (where workers move from one area of a business to another).
 • competency-based training. This involves employees learning one competency and identifying areas 

where further training is required.

FIGURE 1 Training is important for a business because 
it can improve the performance of employees, improve 
staff morale and productivity, and ultimately increase 
profit.
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Training at TCS is delivered through many means. Internal 
social-networking sites provide a facility for training, online 
training is made available through video libraries and 
traditional classroom training, and virtual labs and video-
sharing portals are also offered. TCS launched ‘Knome’, an 
internal social platform inspired by Facebook and Twitter, 
in 2012. This enables employees around the world to form 
communities so they can acquire and reuse learning and 
knowledge, collaborate, and discuss and develop solutions 
to business challenges.

Keeping employees’ skills up to date is very important to 
TCS because its core business is technology, and technology 
is changing at an ever-increasing pace. One way the 
company remains in step with technology change is by using 
a co-innovation network, where it is aligned with academic 
institutions that partner with its research and development 
labs and software vendors. This gives the business early 
insight into what is happening in the market.

FIGURE 2 Tata Consultancy Services 
makes use of the social-networking platform 
‘Knome’, which enables employees to share 
learning and knowledge.

10.3.3 Flexible workplaces
Flexible working conditions help many employees achieve a better work–life balance. This means 
employees can achieve the right combination of time devoted to work, and time devoted to family and 
personal life. Many businesses actively seek to improve their employees’ work–life balance to improve 
productivity. Flexible workplace conditions enable employers to attract and retain staff by facilitating flex-
ible employment options to meet individual staff needs and to access a larger pool of employees. Busi-
nesses can provide flexible working conditions by varying the hours their employees work; varying where 
employees may work from; making leave entitlements available, including sick leave and long-service 
leave; or offering other arrangements such as childcare facilities. Some forms that flexible working condi-
tions may take can be seen in figure 3.

Extension of ordinary hours to
weekend work and public holidays

Variable working days/weeks

Telecommuting Flexitime

Compressed work week

which enables employees
to work the hours that

best suit them

which enables employees
to work the normal, full-time
hours over fewer than �ve

days in a week; for example,
four 10-hour days or a

nine-day fortnight

which enables employees
to work the core hours

speci�ed as required, but
with �exible start and

�nish times

which enables employees
to work from a remote
location outside of the

traditional of�ce, including
from home, a café or

a hotel room

which enables employees
to nominate starting

and �nishing times to
suit their needs

Flexible working
conditions may

take the form of …

FIGURE 3 There are many ways businesses can offer flexible working conditions.
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Research suggests that flexible 
working conditions do improve produc-
tivity. A small-to-medium  enterprise 
(SME) study in 2012 by workplace 
consultant Regus surveyed more than 
16  000 senior  business managers 
around the world. It found that four 
out of five Australian SMEs claim 
that flexible working  practices are 
achieving higher levels of productivity. 
Sixty-nine per cent of SMEs recorded 
increased revenue and better perfor-
mance results from flexible work com-
pared to larger companies (61 per cent). 
William  Willems, Regus Regional Vice 
 President of South-East Asia, Australia 
and New Zealand says, ‘As workforce 
expectations and demands continue to evolve, flexible work is becoming an attractive option for workers 
looking to achieve a better balance between work life and life’.

A 2013 report by accounting firm Ernst & Young  outlined the potential for improved economic produc-
tivity if more businesses adopted flexible work policies. The study focused on women’s workplace partic-
ipation and discovered that women in flexible work waste less time (about eleven per cent less) than their 
colleagues, who waste 14.5 per cent of their time at work. The report, ‘Untapped opportunity: the role of 
women in unlocking  Australia’s productivity potential’ concluded that the productivity potential of women 
in the workforce is an untapped opportunity that businesses cannot afford to overlook.

CASE STUDY

Shell’s flexible workplace
Shell Australia provides flexible working conditions for office roles wherever required and operationally possible. 
This means, for example, that employees may be able to ‘telecommute’ and work from home or start their 
working day earlier or later, depending on staffing needs. Shell attempts to provide a working environment where 
employees are able to balance their work and family commitments. For example, Shell offers an Employee 
Assistance Program, which is a professional, 
confidential counselling service for employees and 
their immediate family members.

Amber-Liza Guster, a senior commercial manager 
at Shell Australia and mother of two children, works 
three days a week with the possibility of working extra 
time when needed. ‘In the team I work in we have 
three mums who work part-time and two dads who 
have flexible work arrangements,’ she says. ‘Across 
the industry I see different views and it comes primarily 
down to a company’s beliefs of what value flexible 
arrangements bring to a business. To make flexible 
work arrangements successful there needs to be a 
commitment from the individual and the company.’

The human resources manager at Shell Australia, 
Helen Reid, says that more than half of Shell’s 
workforce has taken advantage of the flexible work 
arrangements.

FIGURE 5 Shell Australia provides flexible working 
conditions for its employees, including variable 
working days and the opportunity to telecommute.

FIGURE 4 Flexible working conditions enable employees to 
balance time devoted to work with time devoted to family and 
personal life as well as improve their productivity.
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10.4 Ethics, social responsibility and the triple 
bottom line
10.4.1 Ethical and social responsibility
Society expects businesses to act ethically and to be socially responsible. Businesses that incorporate eth-
ical and socially responsible practices into their business activities experience positive reputations, leading 
to increased sales and profits. Employees will want to work for the business, reducing the costs of replacing 
staff and increasing productivity. By comparison, unethical behaviour, or a lack of social responsibility, can 
damage a business’s reputation.

10.4.2 Ethical workplace practices
Ethics are standards that define what is acceptable and unacceptable behaviour. Workplace ethics are stan-
dards that apply to business, such as being honest in business dealings with others. Business people make 
decisions every day. In many decisions involving ethical questions, it can be difficult to give a definitive 
answer about what is acceptable and what is unacceptable. It often depends on the individual circumstances 
surrounding the situation. For example, what should a business do in the following situations?
 • a loyal, long-serving employee cannot adapt to new technology
 • confidential information about a competitor’s pricing policy has been leaked by a disgruntled employee
 • the business is asked for a cash payment to help hasten a decision about a tender contract.

Honest and fair behaviour
Society expects businesses to be truthful in the way they communicate information and fair in the way 
they deal with people. Customers and suppliers expect to be dealt with honestly and fairly. If, for example, 
a business’s advertising includes words such as ‘special’, ‘sale’, ‘low fat’ or ‘light’, customers would 
expect that the business was not being misleading or deceptive. Not only is false or misleading advertising 
unethical, it is also illegal. A business using these words in an attempt to knowingly mislead customers is 

10.3 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. Note: Question numbers may vary slightly.

1. What is human resource management responsible for?
2. List two types of training.
3. Identify four ways that businesses can provide flexible workplaces.
4. Describe how the following strategies can improve productivity:

(a) training
(b) flexible workplaces.

5. Read the case study ‘Training at Tata Consultancy Services’ and answer the following questions.
(a) Identify some of the ways that TCS offers training to employees.
(b) Outline the benefits to TCS and its employees of having training provided.

6. Read the case study ‘Shell’s flexible workplace’ and answer the following questions.
(a) List some of the ways Shell offers flexible working conditions.
(b) How, do you think, does Shell benefit from offering Ms Guster flexible work arrangements?

7. Use the Inside HR weblink in the Resources tab to find out how human resource management can improve 
productivity. Search the website for articles relating to productivity and write a list of at least five ways human 
resource management can improve productivity.

8. Ask your teacher to invite a human resource manager in as a guest speaker to speak to your class about 
training and flexible workplaces. Think of one or two questions you could ask if given the opportunity.

9. Outline what might happen to a business if it does not use human resource management strategies such as 
offering training or flexible working conditions to staff.

UNCORRECTED P
AGE P

ROOFS



c10ImprovingBusinessProductivity.indd Page 180 20/08/17  2:37 PM

180 Jacaranda Humanities and Social Sciences 10 for Western Australia

engaging in unethical practices. Suppliers would expect that if a business has arranged for a delivery of 
certain items and promises to pay within a set period of time then, apart from exceptional circumstances, 
the business would honour its commitment to the supplier.

Employees also expect to be dealt with honestly and fairly. For instance, confidential information about 
employees should be kept secret; obligations to employees, such as fair pay, should be fulfilled; and har-
assment or discrimination should not occur. Occasionally, a business may become aware of an unethical 
business practice of one of its employees. This can place the business in a difficult position, especially if 
the employee is important to the successful operation of the business. At other times, some employees may 
place an employee in a difficult ethical position, such as when older employees decide to play a practical 
joke on a young apprentice. Sometimes, these ‘practical jokes’ get out of hand and may develop into a 
serious harassment or negligence case.

Conflict of interest
Conflict of interest can occur when a person in a position of trust has competing personal or professional 
interests; for example, when gifts or payments are on offer. There is a fine line between what is regarded as 
a gift and what may become a bribe. Corruption undermines the integrity of the business and, if unchecked, 
infiltrates the workplace culture. Once a pattern of corruption takes hold and is perceived to be acceptable 
behaviour, it quickly becomes entrenched within the business. Changing the attitudes and practices of indi-
viduals within such a business is extremely difficult. What start off as small incidents to which most people 
turn a blind eye may develop into corruption on a grand scale. When such corrupt practices are eventually 
exposed, the business’s image can be severely damaged.

10.4.3 Social responsibility
Socially responsible management involves the managers or owners of a business taking steps to ensure 
that the broader social welfare — including employees, customers, suppliers and the environment — is 
taken into consideration when conducting business dealings. Socially responsible management therefore 
involves ethics, because a business that is socially responsible will consider its impact on people and the 
environment rather than just making a profit. For example, Heinz Australia takes responsibility for its staff, 
customers, community and environment. It gives back to the community through community partnerships, 
fundraising and a volunteer program that provides employees with up to two paid days’ leave each year to 
volunteer at registered charities or organisations. Heinz uses an environmental management system to track 
environmental targets and has plans for reducing greenhouse emissions and packaging materials.

10.4.4 Triple bottom line business 
planning
The traditional view of business is that it exists to produce 
products, earn a profit and provide employment. As socie-
ty’s expectations of acceptable business behaviour increase, 
socially aware business owners recognise the importance 
and necessity of planning sustainable business objectives; 
that is, focusing on financial outcomes while also being 
conscious of environmental and social performance. Many 
businesses today plan for the triple bottom line: finan-
cial (or economic), environmental and social performance. 
Businesses that take their social and ethical responsibili-
ties seriously are often ‘rewarded’ with improved business 
performance.

FIGURE 1 Triple bottom line business 
planning incorporates economic, 
environmental and social aspects.

UNCORRECTED P
AGE P

ROOFS



TOPIC 10 Improving business productivity 181

c10ImprovingBusinessProductivity.indd Page 181 20/08/17  2:37 PM

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.

FIGURE 2 Bulla Dairy Foods 
produces chilled and frozen 
dairy products while being 
aware of its triple bottom line.

10.4.5 The implications of ethical and socially  
responsible practices
The use of ethical practices and acting in a socially responsible manner can have negative implications for 
a business. For example, introducing policies and documentation related to ethics and social responsibility, 
such as codes of conduct and social reports, often involves a financial cost and can be time consuming. This 
can reduce a business’s profit or inhibit employees from completing other tasks.

However, ethical and socially responsible practices can also bring significant benefits to a business. For 
example, adopting these practices can:
 • improve the reputation of the business. This, in turn, can make the business more competitive as customers 

will be drawn to its products rather than those of competitors, bringing an increase in sales and profits
 • encourage employees to want to stay with the business. This reduces staff turnover (the number 

of employees leaving the business) and increases 
productivity

 • improve the atmosphere of the workplace. This increases 
motivation and productivity

 • attract potential employees to the business. This can 
reduce the cost of recruitment and enable the business to 
acquire the most talented employees

 • increase investment in the business. Many investors prefer 
to invest in businesses with integrity and responsible 
practices.
Ethical and socially responsible practices also have impli-

cations for the broader economy. These practices affect 
employment, wages and employment standards, environ-
mental regulations and other legislation, products in the 
market, infrastructure, tax income and income distribution.

FIGURE 3 A positive business reputation can 
be the difference between success and failure. 
Ethical and socially responsible practices can 
improve the reputation of a business.
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10.4 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. Note: Question numbers may vary slightly.

1. Define ethical management.
2. Suggest three ethical and three unethical workplace practices.
3. Define ‘socially responsible management’.
4. Name the three aspects of the triple bottom line.
5. Describe the possible implications of planning for the triple bottom line on the following:

(a) the business
(b) employees
(c) competitors
(d) the broader economy.

6. Refer to the case study ‘The triple bottom line at Bulla’ and outline how Bulla Dairy Foods has planned for 
the triple bottom line.

7. Use the St James Ethics Centre weblink in the Resources tab to find out more about ethics. Search the 
website for articles relating to business ethics. Read one of the articles and write a list of at least five things 
you did not know about business ethics.

8. Use internet resources to find the website of a business and record the ethical or socially responsible 
practices it has introduced.

9. Ask your teacher to invite a manager as a guest speaker to talk to your class about ethics and social 
responsibility. Think of one or two questions you could ask if given the opportunity.

10. What are some of the consequences of a business not acting in an ethical and socially responsible manner?

10.5 Responding to variations in  
economic conditions
10.5.1 Economic conditions
Australia’s economic conditions have improved over the past two decades, with the country experiencing 
economic growth for more than 20 consecutive years. More recently, a resources boom has driven this 
growth, with mining investment as a proportion of GDP (the monetary value of all goods and services 
produced in Australia over a single year) quadrupling over the past decade. Businesses typically respond to 
conditions such as this by increasing capital investment and recruiting more employees, but they have also 
responded to these improving conditions in other ways, such as increasing their research and development 
funding to create innovative products; adjusting marketing strategies to expand their market share; and 
upskilling their workforce to improve productivity.

Resources investment is now expected to decline, 
resulting in a slowdown in the growth of Australia’s 
living standards. Many economists expect that other 
areas of the economy, such as home building and 
mining exports, will drive future economic growth. 
 Businesses in Australia will need to respond 
accordingly.

10.5.2 Increasing research and 
development expenditure
Businesses undertake research and development 
(R&D) in order to improve their knowledge, as 
well as to improve existing products or create 
new ones. Invention (developing something new) 

FIGURE 1 Businesses invest millions of dollars in 
R&D in Australia each year. The main purpose of 
R&D is to discover and develop innovative products.
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and innovation are at the heart of Australia’s economy. Researchers and scientists undertaking R&D in 
 businesses have produced many new products. Finding new ways to do things results in improved effi-
ciency and increased productivity.

According to the Australian Bureau of Statistics, Australian businesses spent $18.32 billion on R&D 
from 2011 to 2012, which is 2 per cent more — a significant increase of $300 million — than the amount 
spent on R&D from 2010 to 2011. Cochlear, the global company that designs, manufactures and supplies 
cochlear implants — which enable people to hear — spent more than $500 million on research and devel-
opment between 2010 and 2014.

Federal and state governments support businesses in carrying out research and development via direct 
funding, grants and tax incentives. Using a number of means, the federal government provided approxi-
mately $8.6 billion in funding to research and development in Australia in 2013. Funding is provided to 
universities, publicly funded research agencies such as the CSIRO, and businesses. Government support 
for businesses comes through the research and development tax incentive, which provides a tax offset to 
encourage businesses to engage in research and development.

CASE STUDY

Global Health invests in research and development
Global Health is an Australian company that develops and sells software applications for the health-care industry. 
To stay competitive, Global Health must invest in research and development. Its revenue is largely earned from 
the sale of software licences and annual 
subscriptions to overnight and day hospitals 
(referred to as the acute sector) and specialists, 
general practitioners, community health and 
allied health providers (referred to as the non-
acute sector). One of its main products is an 
electronic medical record system called 
MasterCare.

Global Health invests approximately twenty 
per cent of its total revenue to research and 
development. Between 2013 and 2014, the 
company took advantage of an AusIndustry 
Research and Development Grant. AusIndustry 
is an area of the federal government that aims 
to help Australian businesses become more 
innovative and internationally competitive. 
The grant was for approximately $413  000 
and it increased Global Health’s research 
and development spending by more than 
33 per cent. This meant that it spent 
approximately $1.1 million developing software 
that should benefit the business and its 
shareholders for years to come.

FIGURE 2 Global Health uses research and 
development to produce innovative software that 
connects clinicians and patients.

10.5.3 Adjusting marketing strategies
The marketing department is the area of a business that is responsible for the marketing mix, often referred 
to as the 4 Ps (product, price, promotion and place). Marketing strategies undertaken by businesses arise 
through the marketing mix: developing the product, pricing, promoting and distributing products to present 
to potential customers. When facing improving economic conditions, businesses adjust these strategies to 
expand their market share.

Businesses focus on the following elements when adjusting their marketing campaign:
 • research: gathering information from potential customers about their new wants and needs
 • product: making changes to existing products or introducing new ones
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CASE STUDY

Bellamy’s Australia changes its marketing strategy
Bellamy’s Australia is a wholesale distributor of a range of organic food and formula products for infants. As 
a wholesale distributor, it sources its products from established dairy producers. The business started as a 
family-operated company in Tasmania in 2004. Bellamy’s products are sold directly to retail customers through 
their website and are also sold in Coles, Woolworths, Chemist Warehouse, Costco and Big W stores. Select 
supermarkets in New Zealand, China, Singapore, Hong Kong, Malaysia and Vietnam also distribute the products.

The company has grown rapidly, with revenue 
growing on average 55 per cent every year since 
2010, and it listed on the Australian sharemarket 
in 2014. In the early stages, print media was used 
to promote the product, but this strategy was not 
overly successful. Bellamy’s then changed its 
marketing strategy to improving its shelf displays 
in stores and using social media to connect 
with new mothers. In Australia, Bellamy’s has 
a presence on the two commonly used social 
media platforms, Facebook and Twitter. As it 
expands into China, it will need to use Sina 
Weibo and Weixin. Bellamy’s has employed a mix 
of Chinese-Australians and local Chinese people 
to manage its China marketing team and also 
works with the Australian consultancy business 
ChinaSEO to help target Chinese customers with 
its web campaigns.

FIGURE 3 Bellamy’s Australia, a wholesale distributor of 
a range of organic food and formula products for infants, 
needed to adjust its marketing strategies after growing 
rapidly and moving into new markets.

 • price: adjusting the price accordingly, based on customer demand and the need to make a profit
 • promotions: providing information about the new product or launching the new products (for example, 

at events or through advertising)
 • place: reviewing the methods used to distribute the product
 • evaluation: finding out how successful a modified or new product or campaign is.

10.5.4 Upskilling the workforce
It is vital that both managers and employees have skills that help them complete tasks effectively. Upskilling 
involves providing training and further education for a business’s workforce so it can learn these additional 
skills. Employees who have appropriate skills are more likely to be productive and motivated.

The Organisation for Economic Co-operation and Development (OECD) collects and analyses data that 
assists governments around the world in understanding the level and distribution of skills among their 
adult populations as well as the use of skills in different contexts as part of its Programme for the Inter-
national Assessment of Adult Competencies (PIAAC). The Australian Bureau of Statistics (ABS) released 
the PIAAC results in 2013. Developed with the support of the Australian Council for Educational Research 
(ACER), the study assessed people aged 15 and 74 years in 25 countries in terms of proficiency in literacy, 
numeracy and problem solving in a technology-rich environment.

According to experts from ACER, the fact that a large number of Australians have low literacy and 
numeracy skills has a negative impact on individuals, the economy and productivity. Mr David Tout, Senior 
Research Fellow at ACER and a member of the numeracy expert group for PIAAC, noted that Australia 
needs to lift its population’s skill levels to ensure a healthy society and a robust economy. ‘The twenty-first 
century requires its citizens and workers to have increasingly higher-level literacy and numeracy skills,’ 
Mr Tout said.
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10.6 SkillBuilder: Analysing a business
10.6.1 Tell me
A business case study helps you understand business concepts. It is a real-life example that shows how 
businesses work and how business concepts apply to individual situations.

Business people use case studies to understand the strategies that other businesses have introduced and to 
identify which ones have succeeded or failed. When you have identified the elements of a case study, you 
will be able to better understand business concepts.

CASE STUDY

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

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

10.5 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. Note: Question numbers may vary slightly.

1. Briefly outline how Australia’s economic conditions have improved over the past two decades.
2. Define the term ‘market share’.
3. What is upskilling?
4. Describe how the following strategies can support a business in responding to improving economic 

conditions:
(a) increasing research and development expenditure
(b) adjusting marketing strategies
(c) upskilling the workforce.

5. Read the case study ‘Global Health invests in research and development’ and answer the following 
questions.
(a) Approximately how much money does Global Health spend on research and development?
(b) What innovative product does this research and development result in?

6. Read the case study ‘Bellamy’s Australia changes its marketing strategy’ and answer the following 
questions.
(a) How did Bellamy’s Australia originally promote its products?
(b) Why did Bellamy’s change its marketing strategy?
(c) What marketing strategy does Bellamy’s use now?
(d) Why will Bellamy’s need to change its marketing strategy in China?
(e) How might the changes to Bellamy’s marketing strategy impact on its market share?

7. Use the Business weblink in the Resources tab to find out more about research and development, 
marketing, and skills and training. Search the website for each strategy and use the table to record the 
information you find on the website under each appropriate heading.

8. What might happen to a business that does not respond to improving economic conditions?
9. In groups of three or four, plan and create a video presentation that is interesting and catchy and will help 

people understand the ways businesses respond to improving economic conditions. Use video editing 
programs and internet resources in your planning.
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PROCEDURE
STEP 1
Read the case study twice — once to get a general idea of the content and the 
second time to focus on the key issues. As you read through the second time, 
identify the key issues. You could choose a different colour of highlighting for each 
key issue. You may also choose to make notes on the case study.

STEP 2
Identify and define important terms. Use a dictionary or the internet to find out what 
they mean.

STEP 3
Write your answers in dot points using the headings shown in the diagram in 
figure 2.

Which business does
the case study relate to?

What strategies
have been introduced? 

Which strategies have
succeeded and which

have failed? 

How successful has
the business been and

how did you assess this?

Is the business doing
well or badly?

FIGURE 2 How to 
analyse a business 
case study

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

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

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

FIGURE 1 BlueScope’s managing director and CEO, Paul 
O’Malley. In the 2014 financial year, BlueScope achieved 
an EBIT (earnings before interest and tax) of almost 
$250 million, a significant increase of 237 per cent on the 
previous year.

10.6.2 Show me
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10.7 Review
10.7.1 Summary
Improving productivity — the amount of output compared to the number of inputs — is one of the main 
objectives of a business. Businesses can improve productivity through operations management; for example, 
by making use of capital investment, investment in applications of technology and just-in-time inventory 
systems. Businesses can improve productivity through human resource management; for example, by 
making use of training and flexible workplaces. Society expects that businesses will act in an ethical and 
socially responsible manner. Businesses that do so and plan for the triple bottom line will experience posi-
tive reputations, leading to increased sales and profits. Businesses have responded to improving economic 
conditions by, for example, increasing their research and development funding to create innovative prod-
ucts, adjusting their marketing strategies to expand market share and upskilling their workforce to improve 
productivity. Other ways productivity can be enhanced include:
 • by investing in new technological applications and capital, including equipment and facilities, as well 

as through the use of materials management strategies such as just-in-time inventory systems
 • by using technology to drive and allow innovative responses

10.6.3 Let me do it
Read the case study ‘BHP Billiton plans to lower costs and lift production of iron ore’. Use the steps in 
figure 2 to analyse the case study.

CASE STUDY

BHP Billiton plans to lower costs and lift production of iron ore
BHP Billiton, the world’s largest mining company, unveiled plans in 2014 to reduce costs and lift production at its 
Western Australian iron ore mines. It said that this would make it the world’s lowest cost supplier to China.
The company announced that it would cut costs at Western Australia Iron Ore (WAIO) by at least 25 per cent and 
that it should be able to boost capacity by 65 million tonnes per year. BHP Billiton’s iron ore president, Jimmy 
Wilson, said, ‘We have already significantly cut the cost of production at WAIO and plan to go further.’

BHP Billiton has cut approximately 1000 jobs over the past two years during a major cost-cutting drive in its 
iron ore division. It is likely that there will be many more job losses as a consequence of this announcement. 
Improving the efficiency of the performance of its existing equipment and infrastructure will also help to reduce 
costs. BHP Billiton will undoubtedly make better use of its mining equipment and increase the use of autonomous 
(driverless) drills and trucks.

The price of iron ore has fallen by 40 per cent 
in recent years and there is currently an 
oversupply of the product. China’s production 
of steel, which makes use of iron ore, is 
expected to increase. However, by reducing 
its own costs while increasing production, 
BHP Billiton puts pressure on prices and 
creates difficulties for smaller competitors 
such as Atlas Iron and BC Iron, which have 
high production costs. They find it difficult to 
continue to make a profit in these conditions. 
This is what gives BHP Billiton its competitive 
advantage. BHP Billiton can cope with an 
overabundance or oversupply of iron ore 
because it can reduce its costs.

Mr Wilson said, ‘We believe we have some 
sustainable advantages and our aspiration is 
to be down the bottom end of that cost curve.’

FIGURE 3 BHP Billiton’s Mount Newman iron ore mine in 
Western Australia
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 • by introducing workforce management strategies such as training and flexible workplace conditions to 
improve the productivity of workers

 • by acting in an ethical and socially responsible manner; this will impact on employees, competitors and 
the broader economy

 • by planning for the triple bottom line, thereby considering financial (or economic), environmental and 
social performance

 • by increasing research and development funding to create innovative products, adjusting marketing 
strategies to expand market share and upskilling the workforce to improve productivity.

10.7.2 Your turn
Read the following case study and then answer the questions.
1. Describe the ways in which Pops Dollarakis might improve productivity.
2. Explain how the use of technology might support Pops Dollarakis in developing innovation.
3. Identify some ethical workplace practices and explain how these would impact on Pops Dollarakis.
4. Outline to Mr Dollarakis why it would also be worth considering planning for the triple bottom line 

and how it may benefit the business, its employees and the broader economy.
5. Explain to Mr Dollarakis some ways that the business might respond to improving economic 

conditions.

CASE STUDY

Pops Dollarakis
Victor Dollarakis is the chief executive officer (CEO) of Pops 
Dollarakis, a global manufacturer of biscuits, crispbread and 
crackers. Its headquarters are in Sydney.

Mr Dollarakis has been reading a great deal about theories 
of management lately and is very interested in the ideas 
behind improving productivity in particular. Pops Dollarakis is 
considering the use of technology as a source of innovation. 
The business also realises that economic conditions are 
improving and is considering how it will respond accordingly. 
Mr Dollarakis comes to you, seeking your advice.

FIGURE 1 Pops Dollarakis produces 
biscuits, crispbread and crackers, and like 
many businesses it must organise itself 
to improve productivity and respond to 
changing economic conditions.
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