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learning, students will develop skills in examining business data and information through a range of analytical
tools and visual representations. Learning in Business integrates an inquiry approach with authentic case studies,
and the series includes a range of authentic and contemporary case studies that increase in depth and scope.
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COGNITIONS

In Business, you will develop a deep understanding of the subject matter through using a range of cognitive
processes. These cognitions are defined in the syllabus objectives, which allow you to demonstrate skills in
retrieval and comprehension of knowledge, analysis and synthesis of information, evaluation and decision-
making and the creation of responses to communicate ideas.

By the conclusion of Units 3 and 4, you will be able to:

explain business
concepts and strategies

analyse and interpret

describe business business situations

situations and
environments

0 n’av 0
‘ITI‘ SYLLABUS
OBJECTIVES

create responses that
evaluate business communicate meaning to suit
strategies audience, context and purpose

O

Source: Business 2025 v1.2 General Senior Syllabus © Queensland Curriculum & Assessment Authority.
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ANALYTICAL TOOLS

@ CRITICAL THINKING

¢ analytical thinking

e problem-solving

e decision-making

® reasoning

e reflecting and evaluating
e intellectual flexibility

INFORMATION AND
COMMUNICATION

TECHNOLOGIES (ICT)

SKILLS

* operations and concepts

e accessing and analysing
information

e being productive users of
technology

e digital citizenship (being safe,

positive and responsible online)

ASSOCIATED SKILLS

CREATIVE THINKING

® innovation

e initiative and enterprise

e curiosity and imagination

e creativity

e generating and applying new
ideas

e identifying alternatives

® seeing or making new links

COLLABORATION
AND TEAMWORK

e relating to others [(interacting
with others)

e recognising and using diverse
perspectives

e participating and contributing

e community connections

ANALYTICAL TOOLS

Analytical tools are used to support the strategic planning that occurs in businesses across all stages of the life
cycle. These tools support the selection, organisation and sequencing of business data and information to assist a

business to draw conclusions and make decisions about business strategies.
The visual presentation of these tools encourages you to develop comprehensive responses. In Business, the

COMMUNICATION

o effective oral and written
communication

e using language, symbols and
texts

e communicating ideas effectively
with diverse audiences

PERSONAL AND
SOCIAL SKILLS

* adaptability/flexibility

¢ management (self, career, time,
planning and organising)

e character (resilience,
mindfulness, open- and
fair-mindedness, self-awareness)

e leadership

e citizenship

e cultural awareness

e ethical (and moral) understanding

Source: Business 2025 v1.2 General Senior Syllabus © Queensland Curriculum & Assessment Authority.

analytical tools are mapped to each unit and topic; by the end of Unit 4, you will be capable of applying the

entire range of analytical tools to a range of authentic business situations.

TOPIC UNIT 1 UNIT 2 UNIT 3 UNIT 4

Topic 1 e SWOT analysis

Topic2 e PEST analysis

STEEPLE analysis SWOT analysis STEEPLE analysis
Break-even analysis e Power interest grid e Porter’s five forces
SWOT analysis e STEEPLE analysis e SWOT analysis
USP analysis e USP analysis e Force field analysis

9780170484367






BUSINESS FOR QCE

ESSENTIALS

Throughout the study of Business for QCE, the business life cycle, from the seed to the post-maturity stage,
will be used to explore and develop skills in examining business data and information. The life cycle provides
the context for each of the topics and units studied, and, while the concepts introduced are applicable to many
or all stages of the life cycle, each chapter will focus and apply these to a particular stage. When evaluating the
business strategies used at each stage, four business criteria will be used to make judgements, decisions and
recommendations.

This chapter will provide you with the opportunity to:
» describe the facts and characteristics of each stage of the business life cycle
* explain the challenges and strategies of each stage of the business life cycle
» explain the four business criteria used for evaluating business strategies
» explain the purpose and approaches used for inquiry-based learning
» create responses to communicate the stages of the business life cycle to stakeholders.

[Source: Business 2025 General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority)

® Analytical tools

— * Seed stage
e Structured inquiry e Start-up stage

e Guided inquiry e Growth stage

¢ Open inquiry \ /  Maturity stage
¢ Post-maturity stage

Business
for QCE
essentials

e Competitiveness / \ ¢ Finance

e Effectiveness . Human‘ resources
e Efficiency * Marketing

¢ Stakeholder satisfaction U Operation_s
¢ | eadership and management
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GAINING INSIGHT 11

Freedom Foods transforms as Noumi: Addressing challenges and adopting

a new identity

FOCUS QUESTION: How did Freedom Foods navigate the stages of the business life cycle

to become Noumi?

i CRAFTED
BLENDS

CLUSTERS

TY Lim/Shutterstock.com

HEVICHAN Freedom Foods has developed through
all stages of the business life cycle and has now
re-entered the market as Noumi.

Freedom Foods illustrates a brand’s journey through
all stages of the business life cycle, evolving from
the seed stage and start-up to impressive growth
and maturity as a prominent Australian food and
beverage brand known for its dairy, plant-based
drinks and nutritional offerings. Nevertheless, as the
company transitioned into the post-maturity stage,

it encountered several significant hurdles - such

as financial mismanagement, legal disputes and
leadership changes - resulting in a significant decline
and management’s recognition of the urgency for
transformative action to renewal.

HEIIENWY The business began in Melbourne in 1990,
when wholesome, tasty, ‘free from’ foods were rare.
Seed stage: The Freedom Foods Idea

Freedom Foods embraced the philosophy that ‘to
make something good, you have to make it yourself'.
It is an approach that the business has embodied since

iStock.com/Anchiy

its inception, with the creation of products that are
wholesome, tasty and free from artificial colours or
flavours, genetically modified ingredients and - where
the product is designed to be free from allergens -
allergens such as nuts and gluten. At its conception,
this ‘free from" approach was very much a niche focus.
Today, Noumi is a leader in Australia’s ‘free from’

food movement and has been innovating products for
almost three decades.

Start-up stage: Pioneering a healthy food
focus, 1990-2008

The business began in Melbourne in 1990, when
wholesome, tasty, ‘free from’ foods were rare.
Freedom created healthy alternative products,
mostly gluten free, that are sold through health food stores.
In the 2000s, Australian consumers became more
health-conscious, and a trend towards ‘feel-good food’
emerged. This presented an opportunity for the business,
as strong demand for its products meant that what had
been a niche market became more mainstream. After its
acquisition by So Natural Foods Australia Limited - later
rebranded as Freedom Foods Group Limited and now
known as Noumi - Freedom Foods expanded its product
range to include allergen-free options.

Growth stage: Growing the ‘free from’
movement, 2009-2014

Based on strong demand and limited capacity in the
original plant, Freedom opened a dedicated ‘free from’
factory in Leeton, New South Wales, in 2009. This factory
is one of only a few in the world where facilities are
guaranteed to be free from allergens such as wheat, rye,
barley, triticale (a cross between wheat and rye) and nuts.
This has been achieved through stringent quality and
production standards and attention to detail. Consumers
are assured of true allergen-free products from Freedom.
Freedom developed an approved-supplier
program to manage the supply of raw ingredients
from sourcing at the farm to milling in the ‘free from’
facility. Every batch of finished products is tested to
ensure that gluten, as found in wheat, rye, barley and
triticale, is not detected. Noumi upholds rigorous
quality control and allergen management standards,
preserving the foundational practices established
by Freedom Foods, reassuring consumers that the
brand remains a trusted leader in the ‘free from’
food market.




The on-site laboratory tests for allergens using
the best available testing kits. It uses external food
laboratories certified by the National Association of
Testing Authorities to validate its testing methods.
Freedom also uses the VITAL (voluntary incident
trace allergen labelling) system, an assessment
tool that is used to evaluate the risk of potential
allergen contamination during the manufacturing
process. These tests are incorporated into the quality
management systems to guarantee product quality
and customer satisfaction.

Maturity stage: A strategic focus - expansion,
innovation and awards, 2015-2020

Freedom Foods continued to grow, expanding into the
North American and Chinese markets with cereals,
snacks and dairy products, seeking to bring healthier
choices to consumers worldwide. In 2017, Freedom
Foods entered into a strategic partnership with Seamild,
a Chinese oat-based cereal and food manufacturer.
This saw Freedom Foods expand the range of Seamild-
branded oat-based cereal products sourced directly from
Australia, including oat clusters and oat-based snacks.
The business has six state-of-the-art factories
in New South Wales and Victoria, and it produces
more than 250 products across the cereals, snacks,
plant-based beverages, dairy and nutritional
categories. Freedom Foods Group constantly innovates
to create delicious and healthy food and beverages.
This work has been recognised in the awards won by
the company.

Post-maturity stage: Facing challenges and
decline, 2020-2021

The Freedom Foods journey began to decline due to
financial misconduct and operational problems. By
mid-2020, it came to light that the company had made
major financial misstatements, such as inflating asset
values and not disclosing liabilities. These issues led
to a considerable write off of more than $590 million
in the value of the company, triggering an inquiry by
the Australian Securities and Investments Commission
(ASIC). Consequently, the company’s stock was
temporarily halted from trading on the Australian
Securities Exchange (ASX), harming the company’s
image and undermining investors’ confidence.

This period was further complicated by leadership
changes, with several senior executives stepping
down as Freedom Foods grappled with the fallout.
Operationally, the company faced production
inefficiencies and costly inventory management issues,
exacerbating its financial troubles. As its credibility and
competitive position weakened, Freedom Foods found

itself in a precarious state, risking a potential exit from
the industry altogether.

Post-maturity stage: Renewal - transforming
into Noumi, 2021-present

Freedom Foods undertook a comprehensive

renewal strategy to address these challenges,
focusing on restructuring, operational efficiency

and brand repositioning. The company sold off its
underperforming cereals and snacks division to the
Arnott’s Group, allowing it to focus on its core dairy
and plant-based beverage segments, which had shown
steady demand in domestic and international markets.
This was a strategic move to simplify operations and
stabilise finances, enabling the company to regain focus
on product innovation and quality assurance.

In November 2021, Freedom Foods rebranded
itself as Noumi Limited, marking a symbolic and
strategic renewal. This rebranding was more than
a name change; it was designed to signify a new
chapter in the company’s history, moving away from
past controversies and rebuilding its reputation in the
health food market. Noumi retained Freedom Foods’
‘free from’ values and commitment to allergen-free,
nutritious products, while enhancing operational
transparency and quality assurance practices.

Under the Noumi brand, the company has
refocused on creating dairy-free beverages, nutritional
products and high-quality dairy offerings. This renewal
phase involves reinforcing supplier relationships,
emphasising rigorous testing standards and committing
to sustainable production practices to meet growing
consumer demand for health-conscious and ethically
produced foods. In aligning its mission with its
original values of quality and wellness, Noumi aims
to reclaim its competitive edge, foster consumer trust
and solidify its future in the ‘free from’ food industry,
positioning itself for sustained growth and resilience in
a challenging market landscape.

Questions

1 Describe the characteristics of Freedom Foods at
each stage of its business life cycle, including its
transition to Noumi, and identify what stage it is
currently in as Noumi.

Explain the strategies Noumi has employed
throughout its life cycle to achieve success
and maintain competitiveness in a

challenging market.

Draw conclusions about the implications of
Noumi’s strategic direction as it seeks to
strengthen its position and remain competitive
in the marketplace.




CHAPTER 1 — BUSINESS FOR QCE ESSENTIALS 5

Key learnings

You will learn about each stage of the business life cycle by examining:
* characteristics

e challenges

e strategies.

The business life cycle is a representation of the series of stages that can be applied to the duration of
activity that a business conducts. The five stages of the business life cycle cover the generation of the business
idea (the seed stage), start-up, growth through to expansion or establishment, and, finally, the post-maturity
options of steady state, renewal and decline (Figure 1.3). As soon as the decision to develop an idea into a
potential business is made, the business life cycle journey has begun.

Post-maturity

Maturity

Growth

Growth

Start-up

HEIICERIEY The five stages of the business life cycle

During each stage of the business life cycle, different challenges will be encountered. Each challenge
may require a strategy or response to maintain the growth or position of the business in the market. Not all
businesses will experience every stage of the business life cycle or experience each of the challenges in the same
way. Nor will every business necessarily experience them in the same chronological order. For example, some
businesses may experience rapid growth right after start-up and so move straight into expansion. For many
businesses, though, there will be some resemblance of these five stages as the business progresses. When exploring
the strategies for each stage or functional area of the business, there will be some strategies that are relevant to
businesses at a number of stages in their life cycle and will be revisited a number of times, no matter what stage
the business is at, and some strategies that worked for one stage but that may not work in another stage.

Strategy: the means by which a business sets out to achieve its desired goals and/or objectives
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JELICHIN Examples of some potential strategies relevant to the functional areas of finance, human resources, marketing
and operations

Financial management Human resources
strategies management strategies Marketing strategies Operational strategies

Asset management Appraisal Competitive pricing Corporate social responsibility
Budgeting Communication models Cost-plus pricing Cost leadership
Cash flow Corporate wellness Cream-skimming Economies of scale
Comparative financial Employer-of-choice status Developing a niche market Emerging technology
reporting Induction Digital marketing Expansion
Credit policies Job design Emerging technologies Exporting products or services
Debt finance Leadership and management = and platforms Innovation
Equity finance Performance management Integrated marketing Minimising wastage
Goodwill Promotion Penetration pricing Outsourcing
Long-term financing Recruitment process Product diversification Project management
Outsourcing Redundancy Psychological pricing Research and development
Restructuring Restructuring Public relations Sustainability
Short-term financing Retraining and development Rebranding Process transformation
Rewards and benefits Research and development
Selection process Target markets

Traditional marketing

The seed stage

The seed stage is the very beginning of the business life cycle, when the business is just a thought or an idea.

In this stage, initial testing, research into the industry, and feedback from friends, family or industry specialists
help to develop and refine the idea. It is during the seed stage that the viability of the business idea is determined
and key stakeholders are identified and engaged. These may include business mentors, suppliers, customers and
partners. A legal structure for the business needs to be established and a business plan developed to bring together
the ideas underpinning the business strategy. It is at the seed stage that the funding needed to acquire resources
for prototype development, production, property for the business location, and the potential hire and training of
staft is considered and planned; for example, through loans, investments, crowdfunding or grants.

Challenges of the seed stage

One of the major challenges in the seed stage is finding the time, energy and money required to develop the idea
into a business while there is no revenue or income stream to rely on.The seed stage involves a significant outlay to
establish the business. This may include initial operational costs, production costs, infrastructure, or market entry and
legal fees associated with the business idea. If a business in the seed stage does not have a documented plan in place to
achieve market acceptance, or is not ready for market at the anticipated start-up date, the financial setbacks can have a
serious impact on the viability of the business idea.

Strategies for the seed stage

During the seed stage, developing a business plan is the biggest success factor for an emerging business. The
plan needs to include a clear vision; the goals and objectives of the founders; a marketing plan to introduce the
business idea and reach the target market; and a detailed outline of financial needs, particularly for the first few
months while the business develops its model without receiving revenue from sales. The success of a business
moving from the seed stage through the business life cycle will rely heavily on the skills of the founders or
employees to ensure the key functions of the business are efficiently completed. During this stage a potential
business owner may choose to upskill in key areas or consult with professionals. These key areas may include
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financial administration and
management, regulatory licences,
intellectual property and human
resources management. The business
owner may then revise their business
plan during the start-up stage in
order to seek more finance for

the business.

The start-up stage

Once the viability of a business idea
is established, a solid business plan
exists and a legal ownership structure
is in place, the business moves from
the seed stage to start-up. In the
start-up stage, the business idea has

been developed into products or GETIERA Effective planning at the seed stage is an essential factor in the
services that the business is ready to success of a business.

market and sell. During the start-up

stage, a business focuses on establishing itself and building a customer base, while also making sure it is meeting its
legal and regulatory obligations, and seeking greater sources to finance. During this stage the business is established
and commences trading, and may begin to hire and train employees and build professional networks.

Challenges of the start-up stage

The start-up stage is often the riskiest stage in the business life cycle, and a business may move from start-up
straight to exit if it cannot engage with stakeholders, or adapt to meet their needs. The business begins trading
and seeks to attract and establish a customer base and presence in the market. This is a challenge that continues
throughout the life cycle; however, it is critical during the start-up stage that customers are attracted and
products or services are sold to ensure the necessary cash flow to fund the continued operation of the business.
This can be achieved through calculating the break-even point for the business, and carefully budgeting expenses
against forecast income. It is also important the business owner develops effective management and leadership
skills to navigate these challenges with competence.

Strategies for the start-up stage

Being able to respond to feedback from stakeholders in an efficient and timely manner is essential in the start-up stage.
Adapting and responding to customer feedback and investors will ensure the business can attract new customers and
begin to grow. At this stage of the business, ensuring stakeholder engagement — with suppliers, accountants, solicitors
and government — is essential for the establishment and success of the business.

The growth stage

The growth stage of a business is the movement of a business into either an established state or an expansion state.
This means the business is either growing into new markets or is establishing its presence in the industry. It is during
this stage that a business will innovate and refine its products or services for sustained growth or to meet the needs of a

Established state: a state in which the business is Expansion state: a state in which the business adopts
consistently generating revenue and adding new customers strategies to move into new markets and distribution
and should be generating a consistent source of income channels, either geographically or demographically

9780170484367
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8 BUSINESS FORQCE — UNITS 3 & 4

market in a new location, demographic
or target market. At this stage, it is
important that a business revisits its
business plan, evaluates its goals and
objectives, and sets in place new financial
and marketing plans to accommodate
the new stage. During the growth stage,
a business might also develop new ideas
or acquire another business as a means
to market new products. There may also
be the creation of a new organisational
structure or new management positions
during this stage, and often extra
employees are hired.

Challenges of the
growth stage (i3 sRvENIAE L O

Businesses in this stage often see rapid EEITCERRY During the growth stage, a business may choose to focus on

growth. The challenge is to avoid the development of an established state or an expansion state.

getting too comfortable in the market
or overextending the resources of the
business in order to expand. When resources are overextended, cash-flow problems can arise, along with issues
with creditors and an inability to meet business obligations. It is important that a business does not expand into
new markets that are too small to support all the competing businesses, and that it doesn’t neglect its current
customer base in the pursuit of a new market or a larger market share. The challenge of new competitors is also
evident at this stage in the business life cycle. Competition can come from businesses that are already in the new
market or from new businesses entering the established market. It is also important at this stage that the founder
of the business is able to relinquish control of some areas to reliable staff, who will contribute to the business
according to its goals and objectives.

Entrepreneurs or business founders may also find it challenging at this stage to divide their time between
the competing demands of an established business and investing in areas that need further development, more
efficient practices or maintenance of records.

Strategies for the growth stage

During this stage of the life cycle, the potential of the business will depend heavily on the staff who have been
employed and the procedures in place. Ensuring the implementation of quality practices, as well as a heavy
involvement in the recruitment process, will enable the business founder to confidently delegate and distribute
responsibility, and thus ensure the effective running of a growing business. Clearly establishing business processes
and expectations will ensure all teams are working towards the business’s goals and objectives. During this stage,
it is also important for the business to invest in research and development and the professional development of
staft to ensure it remains competitive in the market.

The maturity stage

After expansion or consistent growth during the establishment state, the business should be at the top of'its
industry and is considered to have matured. This stage of the business life cycle is generally the longest and
reflects the dominating presence of the business in its market. It may still be experiencing growth, but not at
the same rate as during the growth stage, and yearly profits should appear to be fairly stable.

9780170484367
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Challenges of the maturity stage

The major challenges faced by a business in the maturity stage are environmental factors and changes in the
economy, society or market conditions. Emerging technologies and innovations in the industry can also have an
impact on the trajectory of a business in this stage. Strategic decisions need to be made to effectively prepare the
business for the increasing competition that comes from maturing or from moving into a new market, adding
new products and services, or adding or restructuring human resources.

Strategies for the maturity stage

During the maturity stage, it is important for the business to remain competitive. One of the most effective ways
to increase competitiveness is to cut costs. The business may consider outsourcing or adjusting supplier chains
during this stage to reduce operational costs and ensure that it is running efficiently in all areas.

The post-maturity stage

During the post-maturity stage of the business life cycle, the business may head in one of three directions. In
this stage a business may be in a steady state, in decline or in renewal. The founders or owners of the business
may take strategic decisions to reignite growth through renewal or plan a possible exit strategy, such as the
closure or sale of the business, or the business may enter a state of decline. During the decline state, a business
may find itself in administration or receivership. Some business founders see an opportunity to sell their business
and capitalise on the hard work they have invested in building the business, while others search for new
opportunities and business ventures.

Challenges of the post-maturity stage

If a business chooses an exit option in post-maturity, the challenge of determining its real value in the
current marketplace, rather than a reflection of time, energy and emotional investment, can make a sale
price hard to arrive at. If the business enters a decline state or the owners choose to close the business,

the financial and mental challenges of a business loss can have a significant impact on the owners and the
business’s staff. For a business in a steady state or decline, a strategic plan for renewal or change management
presents a number of financial, human resources and operational challenges. A business must also be able to
support the negative cash flow or investment in innovation and renewal required to reignite the growth of
the business.

Strategies for the post-maturity stage

There are many business professionals who specialise in strategy, innovation, valuation and business services.
Having a transition business plan formulated with the input of professionals and financial advisers is essential.
A business in a steady state cannot maintain this state forever, so must invest in research and development or
adopt strategies to secure injections of revenue, such as by reducing production or operation costs. If a business
is in decline, adopting market research strategies that enable the business to satisfy a previously unmet demand
can lead to renewal. Innovation based on current products and services, or the implementation of successtul
marketing strategies, can also help the renewal of a post-maturity business.

Administration: a process, explained under the Corporations
Act 20017 (Cth), whereby an insolvent company is placed

in the hands of an independent person who assesses the
options available, and generates the best outcome for all
stakeholders including the business owner and creditors.
Administration can be initiated voluntarily by the business,
or involuntarily by the creditors who are owed money.
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Key learnings

You will learn about the four business criteria (singular: criterion)

used to evaluate business strategies (Figure 1.6):
e competitiveness

» effectiveness

» efficiency

+ stakeholder satisfaction.

Evaluating

To evaluate is to decide or formulate a credible judgement on a
situation, using business criteria. In business, owners and managers regularly evaluate business strategies to inform

Business
criteria
used to
evaluate

EENICEHEY Evaluating using business criteria

future decision-making, based on the achievement of four main business criteria: competitiveness, eftectiveness,
efficiency and stakeholder satisfaction. These business criteria refer to a standard or benchmark to be achieved

and are contextualised to a business situation.

Competitiveness

“To what degree has the business offered
products or services that meet or exceed
market standards in relation to other
businesses?” (Business 2025. General Senior
Syllabus v1.2 © Queensland Curriculum &
Assessment Authority.)

The criterion of competitiveness can be
used to make judgements on two businesses,
and on which one has performed more
effectively than the other. Factors that impact
on a business’s ability to be competitive
include customers, performance, growth plans,
resources, strategies, technology, financial
stability and the external environment
(Figure 1.7).

Overall, most businesses strive to achieve
competitive advantage; hence, competitiveness
as a criterion can provide the opportunities
for businesses to refine and develop their
strategies so they have strong market position
in their industry.

Effectiveness

referred to as ‘doing the right thing’ (Figure 1.8).

Strategies
used by the
business to
be more
competitive

Customers,
including
market share
in relation to
competitors

Resources,
including
human capital

Performance,
including
profit, staff
growth and
turnover
Growth plans
for the future,
including new
product and
service
development

Competitiveness

Financial
stability,
including
access to
internal and
external funds

External
environment,
including the
conditions the

and facilities

business
operates in

available

REPICHWA Competitiveness

‘To what degree has the business achieved goals and/or objectives and to what extent has the business solved targeted

problems?” (Business 2025. General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority.)
Effectiveness as a criterion evaluates to what degree a business has achieved desired outcomes, most notably

its goals and objectives. Effectiveness in a business is often

Effectiveness can also be used to determine the outcome
of a problem-solving model, where a business is presented
with a range of alternatives and must select the best or most

strategic solution.

Effectiveness =

FEIICENRY Effectiveness
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Making judgements using effectiveness does require consideration of how a business’s ‘small wins’ contribute
to the ‘big picture’ or vision for the business. For example, a small business that donates equipment, prizes or
services to a local community event may see an increase in its customer base and sales following the event, due
to the favourable exposure it has gained.

As all business practices can be evaluated using effectiveness as the criterion, businesses must ensure
they set SMART objectives so that judgements are informed and can be justified with evidence. SMART
objectives are covered in Chapter 4.

Efficiency

“To what degree has the business optimised its use of resources and application of processes in achieving goals and/
or objectives?’ (Business 2025. General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority.)
Efficiency is the business’s ability to perform in the best possible manner with the minimum use of time and
effort. It is often referred to as ‘doing the thing right’ (Figure 1.9).
Efficiency therefore requires a precise and
comprehensive investigation into a business’s processes —

the way in which it operates. Efficiency can be used Efficiency — —
to judge the length of time used to complete a task,

the speed in which processes are completed, the rate Efficiency

of output, the reduction of negative environmental

impacts, the quantity of resources used and frugal
spending to reduce costs.

Stakeholder satisfaction

“To what degree has the business considered and managed stakeholder expectations in achieving goals and/or

objectives?” (Business 2025. General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority.)
The process of achieving

stakeholder satisfaction is to

understand the stakeholders, manage

the stakeholders and measure success /—\

(Figure 1.10). EDEDRGTE
A range of stakeholders can « Identify all stakeholders

e Evaluate results

be considered when using this . étsllfeechto;ctilers  Monitor . Iaeléi :scatir(;/n where
criterion, and a key understanding stakeholders’ stakeholders
needs e Consult with

of their motives is essential. For
example, customers generally expect
high-quality goods and services
provided at a reasonable price.
Employees want job security, input
into decision-making and training Stakeholder satisfaction
support. Suppliers want contract

commitments, fair negotiations and

stakeholders
Measure
success

exclusivity of service. Management wants the business’s goals to be met and the vision of the business to become
more of a reality each day. Other stakeholders will have their own motives and may be considered depending
on the situation being evaluated. Keeping stakeholders satistied has become a significant measure of success for
a business, most notably becoming a priority when social media allows stakeholders to interrupt a business’s
dialogue. For example, a business may run a new advertising campaign that unintentionally offends a community
group. This group then shares its frustration on social media platforms and the business must respond quickly and
appropriately to resolve the situation.

When using stakeholder satisfaction as a criterion for evaluating, it is important to note that not all
stakeholder views are weighted equally, and a business must align its stakeholder satisfaction strategies with its
overall business goals.
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Business criteria with a specific focus

To support the use of business criteria when evaluating, it is reasonable to expect that the criteria may need to
be contextualised to a specific focus area. This is to ensure the evaluation is relevant to the business situation.
Table 1.2 provides a list of focus areas and sample questions that can assist in fine-tuning an evaluation.

The sample questions are general and, if used, should be aligned to at least one of the business criteria:
competitiveness, effectiveness, efficiency or stakeholder satisfaction.

JELICHWA Focus areas and sample questions to assist with an evaluation

m Questions to consider

Accountability | To what extent has the business met its obligations? How responsible is the business or how responsible
should it be?

Capacity To what extent can the business successfully manage or implement the strategy?
How is the business able to cater to demand?

Compliance How has the business met its legal obligations?

Cost What is the impact of finance on the business’s strategy or decision?

Diversity To what extent has the business engaged or provided opportunities for its staff, upon considering their
wide-ranging backgrounds?

Engagement To what extent has the business persuaded, satisfied or supported its intended audience?

Ethics To what extent has the business ensured its actions are legal and morally sound, and considered the outcomes
on others?

Labour What impact do staff members (or people as a resource) have on the business strategy or decision?

Needs To what extent does the business’s decision align with its goals and objectives?

Productivity Can the business’s processes improve as a result of its strategies or decisions?

Profitability What impact will the business’s decision or strategy have on its ability to improve financial performance?

Quality To what extent will quality be enhanced or compromised?

Reputation What is the potential that the business’s strategy or decisions will improve or hinder current perceptions of

the business?

Risk To what extent does the level of exposure affect the business strategy or decision?

Sustainability | To what extent do the business’s strategies or decisions support the long-term achievement of goals?
How has the business considered environmental impacts in its decision-making?

Time How long will it take to enact the business strategy or decision, and what are the potential consequences of this?

Using the inquiry approach to research and prepare
aresponse

Key learnings

You will learn about Business essentials by examining:
e inquiry-based learning

e approaches to inquiry

* how to plan the inquiry process

* how to write an inquiry question.
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In Business, inquiry-based learning provides you, the student, with the opportunity to investigate and explore
business situations, strategies and issues that interest you or enhance your learning. You will be asked to use
inquiry-based learning throughout this text and be provided with background information and direction to
complete this effectively.

The relevance of inquiry-based learning can be linked to the research and decision-making undertaken
by businesses, as many owners and managers will frequently use elements of the inquiry process to inform
their strategic planning across all stages of the life cycle. For example, they may choose to investigate
effective promotional strategies, the consequences of giving a staff member a promotion, extending the
breadth and depth of a product line or relocating manufacturing overseas. The use of inquiry-based learning
can provide businesses with thoroughly researched outcomes, further allowing them to make positive
business decisions.

Learning approaches to inquiry

There are three learning approaches to inquiry that are used to develop your ability to complete the inquiry
process. These approaches — structured, guided and open inquiry — are explained in Figure 1.11.

Structured inquiry Guided inquiry Open inquiry
Your teacher will organise Your teacher will provide Your teacher will instruct
the inquiry process by you with an initial inquiry you to independently
providing questions, question and then support undertake the inquiry
sources and class you as you develop your process in its entirety.
activities to assist you. own inquiry process.

HENICHMEN Three learning approaches to inquiry

Planning the inquiry process

The inquiry process, be it structured, guided or open, requires you to plan your investigation. There are five steps
to the inquiry process that can assist you in your planning:
e Step 1 — Form an approach to the task.
e Step 2 — Find and gather research from a range of authentic sources.
e Step 3 — Analyse and interpret research.
e Step 4 — Evaluate and justify findings.
e Step 5 — Reflect on the inquiry process and its impact on learning.
Figure 1.12 provides a list of questions that support the planning of an inquiry process.

Inquiry-based learning: a framework that informs how Guided inquiry: an approach where the teacher provides

an investigation can be completed through conducting students with an initial inquiry question and supports the
research, analysis of information, evaluation of outcomes student in developing further inquiry questions, researching
and a reflection on the process and completing the investigation

Inquiry process: the steps to follow in order when engaging Open inquiry: an approach where the student completes the
in inquiry-based learning inquiry process independently

Structured inquiry: an approach where the teacher provides
students with inquiry questions, sources and class activities
to conduct the investigation
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Step 1: Form an
approach to
the task

Step 2: Find and
gather research
from a range of
authentic sources

Step 3: Analyse
and interpret
research

Step 4: Evaluate
and
justify findings

Step 5: Reflect on
the inquiry

process and its
impact on
learning

¢ What business situation or issue am | investigating?

e What position will | take? Do | agree or disagree? Am | going to be positive or
negative? Am | going to prove or disprove an issue?

e What goal will | set for this investigation?

e Will | work on this independently?

o |f | work in a team, what does each team member need to contribute?

e What outcome am | seeking?

e Should | develop a hypothesis?

* What business criteria will | use to evaluate the business situation or issue?

¢ What research do | need to gather?

e Where will | find this data and information?

e How will | ensure the research is credible, reliable and valid?

e How do | feel about the information | gathered?

e What impact does my research have on my position?

e What alternative research should | gather to strengthen my work?
e How will | cite the research | have gathered?

e Have | considered a range of stakeholder views?

¢ What trends and relationships have | found in the information | have gathered?

» What advantages/disadvantages, benefits/risks, similarities/differences can | identify?

¢ Which analytical tools could be useful - SWOT, STEEPLE, USP, power interest grid?

¢ What conclusions can | draw about my findings? Are there implications or
consequences | have identified?

e How can | align my findings with business concepts and strategies?

e Can | evaluate the business situation or issue using the research | gathered?

* What judgement or decision have | come to, based on the business criteria used?
® How can | prioritise my reasons for this judgement or decision?

e What evidence should | use to validate my judgement or decision?

¢ Should | make a recommendation for change?

¢ What research do | need to do to justify my evaluation and recommendations?

FENICHMPY Questions to guide the inquiry process

9780170484367



How to construct inquiry questions

When investigating a business situation or
issue, it is important that the inquiry questions

you develop are effective and encourage you to

think, as opposed to recalling or summarising
information. This can be achieved by adding
elements to a question so that it is broad

enough to gather research, but also encourages

an in-depth response. This will ensure you

can learn the complexities that underpin a

business situation or issue. An effective inquiry

question should:

* begin with an open-ended question

* involve a stakeholder

» refer to an action

* identify the outcome to be investigated
(Figure 1.13).
Using Figure 1.13 as a guide, effective

inquiry questions could include:

*  Why did the business owner choose to
launch in December?

*  How did competitors respond to the
business’s new location?

*  What is the role of a top-level manager in
building business productivity?

e When should the business owner choose to

meet with the bank to secure a loan?

The fifth syllabus objective in Business is to

CHAPTER 1 — BUSINESS FOR QCE ESSENTIALS

Begin with an open-ended question:
e Who...? e Where...?

e What...? e How...?
e When...? e Why...?

Involve a stakeholder:

e Owner e Manager

e Customer e Employee

e Competitor e Government

Refer to an action:

* Build e Develop ® Respond
e Challenge e Enhance e Select

e Decide * Propose e Withdraw
e Create

Identify the outcome to be investigated:

e Stakeholders ¢ Concepts
e EFvents ¢ Strategies
e Time

‘Create responses that communicate meaning to suit audience, context and purpose.’

Students create responses using the required genre to suit audience, context and purpose. They demonstrate
choices of language, sequencing and the development of ideas to convey meaning. They use a recognised

system of referencing to demonstrate scholarship (Business 2025 General Senior Syllabus v1.2

© Queensland Curriculum and Assessment Authority).

15

EENICHME] Elements to construct an effective inquiry question

A key part of achieving this objective is considering how analytical tools are presented. The use and creation

of analytical tools — which should be taught, modelled and practised regularly in the classroom — not only help
you break down important subject matter, but also serve as real-world business tool you can use in the future.
Businesses across the world already use these tools daily in order to create a pitch, review business performance

and set plans for the months and years ahead.

Analytical tools, as seen in Figure 1.14, help both students and professionals select and structure relevant
business data and information effectively. As you know, business involves multiple facets, including its operational

processes, market strategies, legal structure, governance and external influences. Selecting the right tool ensures
clarity and precision in your analysis. While choosing the right tool may seem simple, using the wrong one can

lead to you potentially missing the point of your assessment task, and in the real world, can derail or inhibit

effective decision making.

Hypothesis: a predicted answer that requires research to

establish its truth or otherwise
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‘What makes analytical tools profoundly effective is their visual representation of data and information. While
explanations and interpretations are often necessary, most professionals rely on visuals to present their findings, and
the benefits are well known (Figure 1.16). Whether in a report or presentation, visual tools allow an audience to
quickly grasp key insights and draw their own conclusions about how the analysis impacts business goals.
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People generally process
visuals 60 000 times faster
. than reading text and will
remember 80% of what they
see, compared to 20% of what
they read

Tables provide a structured
comparison, making it easier
- toanalyse similarities and
differences

Graphs and charts highlight
trends and relationships
instantly, making them
easy to interpret

Flowcharts and diagrams

break complex processes

down into simple steps,

which supports decision-making

@

EEICEHME] Why visual tools are effective for analysis

Clockwise from top to bottom: Ground Picture/Shutterstock.com, Chay_Tee/Shutterstock.com,

Freedomz/Shutterstock.com, Cagkan Sayin/Shutterstock.com
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If they were to write this out in paragraphs, it is likely this would
be an extended piece of writing, needing multiple paragraphs
Consider this example: to articulate their analysis.

Imagine a business manager
needs to conduct a Power
Interest Analysis for a new

compliance training program
that needs to be rolled out

to the entire business.

HENICHNEY There are benefits to presenting your analysis using a visual.

Practising and applying these skills in your assessment enhances your creativity and provides a platform to
highlight your learning in a compelling way. Using analytical tools will become a lifelong skill that is highly
valued in the professional world. The ability to articulate analysed data information effectively can influence
stakeholders and justify change, making it an essential part of a person’s professional toolkit.

Consider the success of Canva, an easy-to-use, all-in-one design platform that enables anyone, regardless of
graphic design experience, to create professional-quality visuals quickly and efficiently (Figure 1.17). Founded
in Australia in 2012, Canva had grown from a small start-up to a $49 billion company by 2024, generating
$2.5 billion in annual revenue, with 220 million monthly active users. A business such as Canva does not achieve
such rapid growth without fulfilling a highly sought-after market need, demonstrating how presenting data and
information visually is crucial for fast-paced and consistent business success (Figure 1.18).

Canva’s global enterprise
user base

B Small businesses
m Medium businesses

B Large businesses

Menara Grafis/Shutterstock.com

Canva is one of the world's leading web Canva's reach can be seen across all
design platforms, known for its easy-to-use interface, sized businesses, but it also used by individuals such as
free and premium subscription models, and wide-ranging students, educators, freelancers and hobbyists as a tool
product selection. that helps businesses achieve their objectives.
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CREATING BUSINESS

RESPONSES

The Business General Senior Syllabus combines both internal and external assessment to examine your
performance over the two-year course. This chapter will examine the types of assessment items included in the
Business course.

This chapter will provide you with skills to be able to:
» describe business situations and environments
» explain business concepts and strategies
e analyse and interpret business situations

* evaluate business strategies
» create responses that communicate meaning to suit audience, context and purpose.

(Source: Business 2025 General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority)

e Types of stimulus

e Cornell notes

Assessment c
n . . o
® in Business = :
39 g e Unpacking short
'%6;. § response questions
% Q‘,\?  Unpacking an extended

response question
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Assessment in Business

In Units 3 and 4, you will complete summative assessment tasks in the form of assignments and examinations.
Whether it is an extended response assignment or an examination, all questions require careful reading to ensure
that all elements of a task are addressed and that responses meet the criteria of Instrument Specific Marking
Guides (ISMG).

For all assessments, every task must be broken down to ensure that all elements are addressed. Misinterpreting
a question or missing some of the elements to a task can limit the ability to demonstrate the requirements of
each cognition or marking guide. Taking the time to unpack and understand the questions and the stimulus
items can assist with success in Business tasks.

Short responses

A short response is a question requiring sentences or paragraphs that demonstrates recall, description or
explanation of key concepts and knowledge (Figure 2.1). In Business, these short items relate to business facts,
concepts or strategies learnt throughout the course. They may include stimulus items.

1 Explain the legal ownership structures of business.

2 Explain the difference between the development and maintenance
stages of the employment cycle.

HCILCEWAN Short items are an opportunity to demonstrate the depth of your knowledge and understanding of key
business concepts.

A common error in exams is not responding directly to the question asked or not answering all components
of a question. In order to determine the level of understanding you have on a topic, a short response will often
have multiple layers or facets to the question. To structure a concise and articulate answer, it is important to
ensure you clearly understand the question asked and what information you should be recalling, describing
and explaining.

One way to approach this is by carefully reading and paraphrasing questions (rewriting in your own words)
to ensure you have clearly understood the question and are able to address it properly. This means to either
reword the question into a different question or break it into a number of smaller questions that will ensure the
original question is answered (Table 2.1).

LELICWAN Paraphrasing questions can help ensure you fully understand the question and answer all elements to show
depth in your knowledge.

Original question Paraphrased question

1 Explain the legal ownership structures of business. What are the different types of ownership for a business?
Examples?
2 Explain the difference between the development and What is the employment cycle?
maintenance stages of the employment cycle. What happens in the development stage?

What happens in the maintenance stage?

How are these two stages different from each other? Why?

Another approach is to carefully read the question, underline key words and verbs, and brainstorm the
content that applies to key concepts before beginning to structure a response (Figure 2.2). Using the allocated
planning time to do this before beginning to write responses is a strategy that can help ensure you don’t repeat
the same information for multiple questions or overlook key concepts.
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Private sector - sole trader, Public sector - including
partnership, GOCs and P5As
private and public

1 Explain the legal ownership structures of business.

2 Explain the difference between the development and maintenance
stages of the employment cycle.

[HENCEY#4 Underlining key words and brainstorming content before formulating responses can help you to refine and
formulate answers.

Writing short responses

Generally, a short response is a series of sentences or paragraphs. This means that your answers to short items
need to be concise, clearly structured and ensure only relevant material is included. Short responses can also be
communicated through formal business formats of communication, including emails and business letters.

‘Writing for a business audience can be quite different from other styles of writing and responses. Business
communication strives to be clear and succinct, rather than evocative or creative, and all business responses must
ensure specificity and accuracy. Writing to a business standard means that documents or responses are considered
publishable and do not contain any errors. Also, because time is money, when creating any business documents,
you must assume that your audience has limited time and needs the communication to be concise, straight to the
point and easy to action.

Paragraph responses

A paragraph is a series of organised
sentences on one topic or idea.
While there are different ways of

. .. Point
structuring and organising paragraphs _ _ _ _
. i e Point: Outline the main business concept or
for different genres of formal writing, . ;
. strategy in the topic sentence.
when structuring a short response e Evidence: Provide evidence in the form of
in Business, the paragraph must Evidence business definitions, examples, quotations or the
provide a full and complete answer use of statistics.

. . . . e Explanation: Explain the relevance of the
with supporting material. This means business concept or strategy in relation to the
the paragraphs are descriptions or _ question context.

Explanation e Link: Provide a link back to the main concept

illustrations that explain concepts
and strategies, the difference between
two or more concepts or the
interrelationships between them. To Link
structure a paragraph for a short item
response, using the PEEL structure is
most effective (Figure 2.3).

The use of transition words is
an effective way to link concepts
and ideas and ensure you move
coherently from one concept to the next within your paragraph. Transition words (Table 2.2) also help to ensure

or strategy and the context of the question to
summarise and conclude your answer.

FEY&] The PEEL format for paragraphs is effective when creating
short responses.

you stay on topic and provide supporting evidence of your knowledge.

9780170484367



CHAPTER 2 — CREATING BUSINESS RESPONSES 21

LELICW#¥] Examples of transition words and phrases

e Because o After

e Next e Before

e Afterwards e First, Second ...
e Also

GAINING INSIGHT 21

Slack: Business communication moves from email to instant messaging

Slack is a messaging app designed to increase
workflow and minimise meeting and email
traffic. With one platform for real-time
messaging, file sharing, archiving and search,
it's built for modern teams to have all their
communication in one online location that's
instantly searchable and immediately accessible
from any connected device. It works with more
than 1500 external apps and services, giving one
fully flexible and extendable platform.

With more than 32 million daily active users,
Slack is heading towards reaching its objective
of replacing internal emails in business.

A survey of Slack users found that they -
saw an average of 48.6 per cent reduction in
emails, with nearly 80 per cent saying it improved transparency and office culture. It has also dropped the number of
meetings by 24 per cent, while increasing overall productivity by 32.4 per cent, the survey said.

Ascannio/Shutterstock.com

Business case studies

A business case study is a summary of a real-life business situation. It can be useful to illustrate a particular
business concept, an application of a theory or a business processand is likely to include multiple pieces of
stimulus. A business case study can be used to analyse an issue from a variety of perspectives and to apply critical
thinking and problem-solving skills.

When writing responses, use a formal paragraph structure, such as PEEL. Following a structure is likely to
steer you in the right direction for a response. Figure 2.4 provides some helpful sentence starters for you to use.

Evidence Explain Link
o . 2 NS e
Q . NS X N
"\ N 8
@ 5@6' K@ @& P & &
& & & RSN & @
((\0 © é& N o‘Q/'O%\ \b Q/& > O 6\(/) \Q’(O '\V\Oﬁ Q‘x\(b\»
¥ S SOF T S ah & ®
5 @ A <<§ NS NS N R
&L o 50 & F RO N
N o RN NN
O 6 97 X . SRS o\ QO
¥ &7 SRS,
SN @Q’ NS &
N S & N
e N
N NS
W =
2
2
N

[EENICY®Y PEEL sentence starters
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22 BUSINESS FORQCE — UNITS 3 & 4

You can also self-audit your paragraphs by using colour coding to identity the features of your response; for
example, a yellow highlight for ‘point’, a pink highlight for ‘evidence’, an purple highlight for ‘explain’ and a
blue highlight for ‘link’. This will help you to see where you have given detail, and where more work might be
needed to deliver a comprehensive response.

More information regarding unpacking stimulus is covered later in this chapter.

Guide to writing a response to a case study

There are several steps to interpreting and writing a response to a case study (Table 2.3).

LEL]CY&] Guide to writing a response to a case study

Step 1

Step 2

Step 3

Step 4

Step 5
Step 6

Read the case study carefully

Identify the issues in the case study

Link the issues to business

Interpret relationships and trends

Plan your response

Write the response

Read the task first - what you are required to do
Read the case study

Highlight the main points of the case study

Read the task again

Link the information in the case study to the task

Identify any issues in the case study

The following questions may help to do this:

- What is the main issue in the case study?

- What actions were taken in the situation?

- Were these actions appropriate and why?

- What were the consequences of these actions?

Use your knowledge of concepts and strategies to link
the issues in the case study

Recognise business relationships and trends in the
case study

Relate the implications to the effects on the business
Draw conclusions about these implications

Re-read the task and plan a response

Write a response conforming with the word limits

Later in this chapter you will find more information regarding the purpose and structure of a business report

and a feasibility report.

It is vital that you develop an effective approach to revision and study to ensure you have foundational
knowledge and understanding, notably about the business environment and the business life cycle, on which the
course design is based, and to develop your knowledge of the key business functions throughout Units 1 to 4.

Along with a consistent revision strategy, it is advised that from the commencement of your course you:
* review the assessment objectives in the syllabus, which are drawn from the unit objectives and contextualised
for each specific assessment instrument

* review the cognitive verbs used within the syllabus, as these signal the mental operations you are expected
to perform; for example, whether to analyse or evaluate. These provide valuable pointers as to the type of

response required.

* revise the business criteria used to evaluate business strategies (see Chapter 1)
* create a glossary of terms throughout the course

* complete as many practice exam questions as you can from case studies and chapter reviews in this textbook.
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Study tips

Use a note-taking system, such as Cornell notes, and review your notes within 24 hours of taking them. Don'’t
just read your notes; you should interact with them — highlight or add colour coding to your notes, and add
further information that you remember from the lesson that you didn’t write down at the time. It is useful to
annotate your notes during class discussions, too. There is a helpful tutorial on how to take Cornell notes,
created by Jennifer DesR ochers, on YouTube.

Process your notes by translating them into another form — this may be a mind map, aVenn diagram or
another tool that will help you.

Create flashcards for important terminology you will need to remember and add those terms to

your glossary.

Review your notes at spaced intervals and test yourself for recall. If using Cornell notes, you can cover the
right-hand side of notes, so you just see the left-hand side cue column.

Cornell notes: How to create your page

1
2
3

Create a title for your notes and record the date you made them.

Put the notes you make in the lesson in the right column.

After the lesson, review your notes. Write questions that your notes answer. For example, if your notes are
about the business life cycle, write a question such as “What are the stages of the business life cycle?” or
“What are the challenges of the seed stage?” You may have a series of related questions.

Create a space for a summary. Review your notes and write a sentence or two that sums up the key idea in
your notes.

Figure 2.5 shows how to set up your page.

1 Title + date
(1/3 sige page) (2/3 sige page)
3 Review notes here | 2 Take notes here
(post-lesson)
4 Swmmary space

YA How to set up Cornell notes
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Table 2.4 provides an example of using the Cornell system to take notes. On the right are notes taken during
a lesson. These include some abbreviations; for example, BLC’ (business life cycle) and “Xistics’ (characteristics);
for more suggested abbreviations, see Table 2.5.The questions in the left column (called the cue column) were
added after the lesson and draw attention to the main ideas in the notes.

LELICYXY Sample Cornell notes

Business life cycle - Maturity stage, 1 February

Key words/questions (Cues) Main ideas for the lesson

What are the key Xistics of the maturity = Def": The BLC is a representation of the series of stages that can be applied to the

stage? Why is strategic development duration of activity that a business conducts. Maturity is generally the longest stage that
important in maturity? a business will experience and reflects the dominating presence of the business in
its market.

Xistics and strategies:

While the business may still experience growth, it won’t be at the same rate as in the
growth stage of the BLC; yearly profits should be relatively stable; a focus on remaining
competitive in the market.

An effective way of Ning competitiveness is to W costs. .. may consider outsourcing/
adjusting supply chains to achieve efficiencies

Challenges will come from the macro ext. environ - As in the eco., society or market
conditions.

Emerging tech. and innovations in industry can also have a + or - impact on path of bus
in maturity.

Strategic decisions must be made - e.g. moving into new mkts, +ing new products/
services or restructuring.

Typically the longest stage in the BLC, may experience growth but at a slow rate with fairly stable profits.

A one-sentence summary of the overall idea of the notes has been written in the summary area. The cue
questions can be used as the basis for ongoing revision and self-testing.

\

Use colour
Develop a colour system that works
for you - you can use this in exams

Use symbols and abbreviations
These replace common words or phrases
and make taking notes faster

Use images
Pictures, analytical tools and
other images can be used to record ideas

FENEPAY Study tips help you to organise your ideas, focus on the main ideas from the lesson, increase retention of
information and support ongoing review and revision.
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Useful abbreviations and symbols

JELICWAR] Symbols and abbreviations to use when taking notes

e.g. for example
therefore

N increase, rise

Y decrease, fall

+ and, plus, positive

- minus, negative

= equals, is the same as

# does not equal, is not the same as

> approaches, approaching, to the end, leads to

lor!l important or very important

77 something you don’t understand or you need to follow up

Replace ‘tion” with ™ e.g. def" for definition, org" for organisation, diff" for differentiation
A change, difference between

Using stimulus

Stimulus refers to the collection of information, data and supporting materials that provides context for a business
situation or case study. The purpose of stimulus is to provide both the context for the business situation or case
study and to provide evidence that can be used to support responses.

Questions that utilise stimulus often require students to describe, analyse or evaluate the stimulus package and
then respond to an assessment or learning activity. Each of the items in stimulus package are numbered and must
be referred to when answering questions.
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iStock.com/Sean Anthony Eddy

|

EEIICEWAA Stimulus refers to the collection of information, data and supporting materials that provides context, data
or information.

Information: in business, qualitative details collected from Case study: group or business used or analysed in order to
primary or secondary sources illustrate concepts, processes, strategies or practices

Data: in business, quantitative details and statistics
collected from primary or secondary sources
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In Business, these materials may include data and information from business websites, marketing materials,
financial reports, market trends, news articles, survey results, customer reviews, strategic business documents and
many other sources.

Types of stimulus

Effective stimulus materials should be relevant, current and sufficiently detailed to allow students to demonstrate
analytical and evaluative skills. The types of stimulus items you will generally be exposed to in business are
written and visual stimulus items.

LELICWRY Written and visual stimulus items

Written stimulus item examples Visual stimulus item examples

e Business artefacts - real or hypothetical business ¢ Infographics - simplified visual representations of business
scenarios, including website excerpts, vision and mission trends, consumer behaviour or market changes
statements, marketing collateral e Advertisements and branding materials - logos, promotional
¢ News articles - business reports from reputable sources, campaigns and images; for example, of packaging or displays
such as ABC News or The Australian Financial Review, e Organisational charts - diagrams of company structures, used

highlighting economic trends, industry changes or to assess business hierarchy and management strategies

corporate decisions
P e Graphs and charts - bar graphs, pie charts or line graphs

* Legislation and government policies - documents showing financial performance, sales trends or consumer
outlining business regulations, such as the Competition demographics

and Consumer Act 2010 or Fair Work legislation .
e Market research data - survey results, industry reports and

¢ Company reports - financial statements, sustainability competitor analysis from sources like IBISWorld

reports or corporate social responsibility (CSR) disclosures . . . . .
e Social media and digital content - images of business-related

posts on platforms like LinkedIn and Instagram

Data and information in graphs

In business, a wide variety of material may be used to interpret meaning. One important stimulus you need to
be familar with is graphs which provide both data and information about a business situation.

A graph can be used in business to tell a story. It is a way of presenting numerically based data that condenses
the information and presents it in a more easily readable format. Graphs allow people to interpret trends in the
information and make predictions about what they might see in future data.

Parts of a graph

Graphs contain several different parts that are important to the data included. The graph title will provide
information about what the graph contains. In business, it may include a date that is relevant to the time period
of the data. In addition, most graphs will have an x-axis and a y-axis, and some include a legend. This data will
provide further explanation and can help to interpret results.

Types of graphs
. . Gold-class ticket sales for March 2027
The main types of graphs used in Neon Flicks cinema
a business are column, line and 600
pie graphs.The column graph is 500

used to show sets of data that are

independent of each other. For 400
example, in Figure 2.8, the column 300
graph shows the number of ticket 200
sales for one month at a specific 100 I
cinema. From the graph, it is clear .
o N

to see that the largest number of Mond Tuesday Wednesday Thured Frig Saturd cund
tickets sold was on Saturday and onday Tuesday Wednesday Thursday Friday  Saturday Sunday
Days of week

the smallest on Monday.
BENEWAY Example of a column graph

Total sales $
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A line graph is a graphical representation of
information over a period of time. It is used to
show a succession from one point to another using
a line. This type of graph is best used to show
information that is continuous in nature. Within a
line graph there are points that connect the data to
show continuation and change. Figure 2.9 shows
a product trend over a six-month period for three
types of products sold.

‘When interpreting this graph, the following
questions could be considered:

*  Which product showed the greatest sales over
the six-month period?

*  Which product showed a drop in sales over the
six-month period?

*  What is the likely outcome for desktop
computers in this business?

*  What product should the business focus
on selling?

CHAPTER 2 — CREATING BUSINESS RESPONSES 27

Product trends by month

100 -
~#—Desktops
~0— Laptops

—¥—Tablets

Product sales $000

Jan Feb Mar Apr May  Jun
Six-month period

EELIEYAA Example of a line graph

The last type of graph commonly used to represent data

in a business is a pie graph. A pie graph shows parts of a

Sales by salesperson
for the year ended 30 June

whole picture. It quickly shows the proportion of a whole

in a simple and easy way. It is also clear to see the impact
of'a pie graph by examining the size or proportion of each
piece of the pie. For example, Figure 2.10 clearly shows
that the salesperson who has made the most sales is Rick

Peterson.

Guide to writing a response using a graph

Sentence starters to introduce a graph could include:

* The data shows ...

* The data represents ...

* The graph breaks down ...
» This graph depicts ...

M Prue Davidson
B Will Western
45% M Steve Falcon
MW Sue Hattie

Rick Peterson

REPICEYAL) Example of a pie graph

‘When interpreting a graph, the vocabulary provided in Table 2.7 may be useful to know.

IELICWWA Interpretation of a graph

Interpretation of graph Vocabulary

Upwards increase, rise, growth, improvement, expansion, surge, progress
Downwards decrease, decline, drop, slump, falling, reducing, weakening

No change remain stable, constant, steady, stabilise

Change in direction fluctuate, alter, instability, variation, uncertainty
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Engaging with stimulus and a case study

frank green

Source 1: frank green - a philosophy, not a person
Written stimulus: news article

Founded in 2013 by Ben Young, the mission for the business is to stop single-use plastic in order to eradicate the plastic
water bottles and cups polluting our waterways. frank green creates aesthetically appealing and innovative products
that represent sustainable solutions to the single-use plastic problem. The business has a 300-person workforce
and operates from a 30000-square-metre factory and
warehouse in Dandenong, Melbourne, which it purchased
as the business grew in 2021. All manufacturing, with the
exception of the stainless-steel flasks in the bottles, which
are still produced in China, happens at the Dandenong
factory, with a focus on inhouse production.

frank green enjoys strong brand awareness and loyalty,
with over 295000 followers on Instagram and products
featuring in TikTok videos that have been viewed over 400
million times! That said, most sales are domestic, with
global expansion plans disrupted during the pandemic.
The year 2025 has seen the business capitalising on
its surplus manufacturing capacity at the Dandenong
facility, with sales teams being recruited to drive overseas
expansion starting in the US and Europe. Young says,
‘We need to go overseas because single-use plastic is a
global problem.’ frank green has produced a range of
award-winning, sustainable ‘essentials’, including their

Source 2: frank green - award-winning, innovative

designs for a stylish, plastic-free life iconic reusable water bottles.

Written stimulus: news article

The business, synonymous with aesthetically designed
water bottles, engages strongly in new product
development, recently launching a range of beautifully
designed lifestyle products to replace single-use plastics,
including lunch containers and lunch bags, along with a
range of pet care items. This is in addition to innovating
the existing product range with additions to the product
portfolio including the solutions-focused Car Cup Holder
Expanders and the bottom-of-bottle-bumpers.

A recent innovation, 10 years in the making, is the
Switch Lid, which is another Australian Good Design
Award® winner for the business. The Switch Lid enables
users to quickly alternate between sipping through a straw
and gulping via the mouthpiece, combining features of the
existing Flip Straw Lid and Grip Lidsinan easy to clean, easy
to lock (no more leaks!) design. This is another example
of frank green’s solution focus, developing products in
response to customer feedback, while ensuring style and
functionality align.

Brand founder Young affirms, "We are proud to invest
over 35,000 hours a year on product development,
revealing ‘we've learnt that our customers appreciate it".

FENICYAPY The Switch Lid has been patent protected
to reflect its innovative and solutions-focused design.
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Source 3: Find frank green reusables around the world =3
Visual stimulus ":

Weblink
frank green
interactive map

Adapted from Osame/Shutterstock.com & Data source: https://frankgreen.com.au/

HENICPAK]Y frank green stockists around the world

Source 4: Reusable water bottle market worldwide from 2020 to 2025 (in billion USD)
Visual stimulus: graph

12

Market value in billion USD

0
2020 2021 2022 2023 2024 2025

Value of the reusable water bottle market worldwide from 2018 to 2025 (in billion U.S. dollars); Taken from https://www.statista.com/statis-
tics/935684/reusable-water-bottle-market-value-worldwide/#:~:text=Size%200f%20the %20global%20reusable%20water%20bottle%20market%20
from%202018%20t0%202025&text=In%202018%2C%20the%20value%200f,almost%2011%20billion%20U.S.%20dollars

FENICYALY Reusable water bottle market worldwide 2020-25
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Source 5: Bottled water manufacturing in Australia - revenue

Visual stimulus: graph

Total value ($) 2016-2028. Includes 5-year outlook
1250

Forecasted
1000
750
500
250
0
2016 2018 2020 2022 2024 2026 2028

M Annual revenue ($m)

Source: IBISWorld https://my.ibisworld.com/au/en/industry/C1211b/performance
FENICPAE] Annual revenue of bottled water manufacturing, Australia

Source 6: Australian reusable water bottle market

Visual stimulus: market research data

Base year 2023
Forecast (f) period 2024-32

Reusable water bottles market US$103.73 million
size - Australia - 2023

Reusable water bottles market US$166.32 million (f)
size - Australia - 2032

Compound annual growth rate 5.30%

Key market drivers Increasing environmental awareness, changing consumer preferences to sustainable
products, government initiatives to reduce plastic waste

Source: Data showing Australian reusable water bottle market from Credence Research report published 2 July 2024. Report ID: 41769.
Wording has been paraphrased https://www.credenceresearch.com/report/australia-reusable-water-bottles-market

Source 7: Going green environmental survey by Southern Cross University
Visual stimulus: graph

Plastic pollution in the oceans ° 39:]024-4%
Extinction of plant and animal species ® 37'2%. 46.6%
Climate change © 33.7% © 48.7%
Pollution of rivers, lakes and reservoirs ® 3%330/;.0%
Air pollution ° 33..8029'2%
Contamination of drinking water L4 27»0%. 37.0%

© Australia ® United States

Source: Respondents indicating extreme concern for each environmental issue, by nationality; Taken from
https://online.scu.edu.au/sites/default/files/2024-09/environmental-concern-breakdown-701x1024_0.png

HENICPAEY Respondents indicating extreme concern for each environmental issue, by nationality
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61.1%
Reusable or paper
grocery bags

i

25.0%

53.9%
champoo and er bott
p water bottles

conditioner

ﬂﬂ
Thi'l
’///,’/,’.

26.7% 38.8%
Eco-friendly MOST Food products/
showerhead COMMONLY OWNED groceries

ECO-FRIENDLY ITEMS

é

28.7% 37.2%
Rechargeable Natural cleaning

batteries products

8

30.3%

29.2%
Reusable or Reusable or cloth
towels and

paper straws >
napkins

Clockwise from right to left: Pictures_for_You/Shutterstock.com, Ardiyana/Shutterstock.com, TiyoSakhi/Shutterstock.

com, Stockforest.net/Shutterstock.com, Blan-k/Shutterstock.com, Net Vector/Shutterstock.com, Ardiyana/

Shutterstock.com, Aygulll/Shutterstock.com, Saramix/Shutterstock.com

BY NATIONALITY

Reusable or paper grocery bags
Reusable water bottles

Food products/groceries

Natural cleaning products

Reusable or cloth towels and napkins
Reusable or paper straws
Rechargeable batteries

Eco-friendly showerhead

Zero-waste shampoo and conditioner

0% 15% 25% 35% 45% 55% 65% 75% 85%
©Australia @ United States

Data source: Going green, Southern Cross University, July 7, https://online.scu.edu.au/blog/going-green

HCICWAVA Most commonly owned eco-friendly items, by nationality

Source 8: How frank green generates $29.9M in sales each year

Written stimulus: News article

frank green, founded by Melbourne entrepreneur Benjamin Young in 2013, was born from a desire to tackle the
growing environmental damage caused by single-use plastics. Motivated by his own experiences as a child where he
saw first-hand the damage plastic pollution had on his local river, Young set out to design reusable products that blend
style, functionality, and sustainability.
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Despite being told that he was dreaming; that consumers found disposable cups and bottles too convenient,
he remained steadfast in his vision and following extensive research and testing, the brand launched its first
product - a stylish, reusable coffee cup. It quickly became a hit in Australia, praised for its customisable design
and practical features.

20 years on, frank green has expanded its range to include reusable bottles and a growing collection of lifestyle
products. In 2022, it launched a range of pet accessories made from recycled materials to capture some of the
$3.3 billion dollar pet industry in Australia.

Evidencing its commitment and focus on sustainability, the company uses 90% recycled stainless steel in its
products and recyclable, PEFC-certified paper for its packaging. This, along with its holistic approach to eco-friendly
design and active digital presence, have helped frank green achieve annual revenues of around $29.9 million, with
products now sold in more than 60 countries. frank green’s success highlights how innovative design and a genuine
commitment to sustainability can drive growth in the global market.

Source 9: Five drink bottles ranging in price from $19 to $90

Visual stimulus: Infographic

)
=

== [
N

Kmart (1.18L)  Celsius (950mL])  Yeti (532mL]  frank green (1L) Stanley (887mL)
$15.00 $39.99 $50.00 $69.99 $75.00

REIICEYAE] Five reusable bottles from different brands with their price points

Source 10: frank green vs Stanley
Written stimulus: News article

In the world of reusable drinkware, Stanley and frank green have emerged as two leading brands, each offering
unique features that cater to different consumer preferences. Stanley’'s Quencher H2.0 FlowState™ Tumbler has
taken the Northern Hemisphere by storm, amassing over 4.8 billion views on TikTok and becoming a favourite among
celebrities.

Priced between approximately $71 and $126 in Australia, the Stanley Quencher holds 1.2 litres of water, is made
from recycled stainless steel, and boasts a three-position lid for versatile drinking. Its ergonomic handle and sleek
design make it especially popular with outdoor enthusiasts and style-conscious consumers alike. A water bottle has
become a social statement for what type of person you are.

On the other hand, frank green, has built its brand on sustainability and modern design. Inspired by his own
experiences with plastic pollution, frank green’s reusable cups and bottles feature a ceramic lining to ensure a pure
taste, spill-resistant lids, and triple-wall insulation that keeps drinks hot or cold for hours.

While Stanley taps into the hype-driven social media market with its viral appeal and rugged design, frank green
appeals to customers who prioritise sustainability and customisation.

Questions

1 Using the stimulus, describe the business situation e analyses the business situation by selecting data
of frank green. and information relating to modes of entry for

2 Using the stimulus, describe one external entering global markets using a SWOT analysis
operating environmental factor that influenced e interprets a relationship and a trend in the SWOT
frank green’s business situation in the maturity analysis to draw conclusions about the implications
stage of the business life cycle. of expansion for the business

3 Using the stimulus, create a business report for o evaluates a mode of entry into another market,
management at frank green that: using two criteria, to make a decision and propose

a recommendation.
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Analysing stimulus

When analysing the stimulus, you need to examine each item carefully to identify key trends and insights. Look
for movements in data that show changes in the business; for example, financial performance, socio-cultural
trends or technological advancements can all move, which give evidence of the business situation. For example,
declining profits or increasing demand for a product may indicate that the business needs to change a function
or introduce a new strategy or might show that the business is moving from one stage of the business life cycle
to another. Analysing the stimulus also helps to identify key business issues, including challenges or threats and
opportunities that might influence or impact decision-making. The cognitive process required to analyse and
interpret stimulus can be seen in Figure 2.19.

Draw meaning
to make
conclusions
from the given
stimulus

Recognise
relationships and

trends in
the stimulus

[EEPICWARA The process of analysing and interpreting stimulus

Unseen stimulus materials will be provided in Business examinations. Analysing stimulus items in an
examination situation uses the same cognitions and skills of analysis and interpretation you demonstrate during
an investigation or research task; however, the time you have available to spend on this analysis and the volume
of content is restricted. The stimulus will contain both data and information. Students must determine in which
questions the stimulus materials must be used and should cite the stimulus sources in their response.

In Business, you will generally need to use the stimulus to demonstrate your ability to describe and evaluate
and to complete analytical tools and analyse and interpret questions. It is also important to remember that there
will always be relevant and irrelevant data or information, so ensure you are focusing on the right content; for
example, if the question is about financing strategies, don’t highlight or refer to all the human resources strategies
a business has adopted.

Understanding the stimulus story

When you have read and understood the question, it is important to look at and understand the stimulus. When
a stimulus package is created, in either the IA1, IA3 or the External Assessment, it is important that the stimulus
story is understood.

A stimulus story 1s the logical connection between all stimulus items that helps in forming a comprehensive
understanding of the business scenario. Instead of treating each stimulus item in isolation, you should be looking
for ways to link different sources of information to build a cohesive narrative or story about the business.

Working out the story about the data and information that has been shared allows for responses to the
questions at a high level. It should be evident that that there has been some triangulation of the data story.

This means that multiple items of the stimulus work together and that they connect, like pieces of a puzzle.
You should never rely on one piece of stimulus only.

It is also important when analysing the stimulus to be aware of conflicting information, such as contradictions
or gaps in data, that require further evaluation. For example, inconsistencies in financial figures or discrepancies
between qualitative and quantitative data, or conflicting stakeholder perspectives, can impact the relevance or
accuracy of conclusions. Identifying these issues in the stimulus allows for a more critical and balanced response
ensuring that business decisions are based on reliable information.
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Source 1: frank green - a philosophy, not a person Source 4: Reusable water bottle market worldwide from 2020 to 2025 ln billion USD)
Founded in 2013 by Ben Young, the mission for the business is to stop single-use plastic in order to eradicate the plastic Visual stimulus: graph
water bottles and cups polluting our waterways. frank green creates aesthetically appealing and innovative products
that represent sustainable solutions to the single-use plastic problem. The business has a 300-person workforce and s
operates from a 30000-square-metre factory and warehouse in Dandenong, Melbourne, which it purchased as the o T SR
business grew in 2021. All manufacturing, with the exception of the stainless-steel flasks in the bottles, which are still -
produced in China, happens at the Dandenong factory, with a focus on inhouse production.

frank green enjoys strong brand awareness and loyalty, with over 295000 followers on Instagram and products
featuring in TikTok videos that have been viewed over 400 million times! That said, most sales are domestic, with
global expansion plans disrupted during the pandemic. The year 2025 has seen the business capitalising on its surplus
manufacturing capacity at the Dandenong facility, with sales teams being recruited to drive overseas expansion
starting in the US and Europe. Young says, 'We need to go overseas because single-use plastic is a global problem.”

v

Market value in billion USD

Triangulating the stimulus
items shows that frank green is
relying on the growing reusable

water industry to maintain its
market share

Source 5: Bottled water manufacturing in Australia - revenue

Visual stimulus: graph

Total value ($] 2016-2028. Includos 5-year outiook

Forecasted

m
forld bty bisworls.comfaulenfindustry[C1211bperformance

EETIZIRE Annual revenue of bottled water manufacturing, Australia

[EELIcp#A) Triangulation of data means making a connection between three or more stimulus items and recognising
how they support each other to tell a story.

Internal Assessment 1 and the External Assessment are both examination tasks and each is worth 25 per cent of
your overall result for the course. This means that it is important you have the ability to use time effectively, to
comprehend questions and to be able to respond thoroughly under examination conditions.

In order for you to go into an examination with confidence and feeling prepared, it is important to learn and
refine strategies for revision and study, and to build a toolkit of skills to use in the exam.This section will outline
some key strategies that can be used.

How to unpack exam questions

There are two types of short response questions that can be asked in examinations: short response questions
that do not rely on stimulus and generally involve showing understanding or comprehension of business facts,
concepts and processes; and short response questions that require a response using stimulus. These generally
involve describing or evaluating business situations and environments.

This section will unpack short response examination questions that do not require the use of stimulus for
both internal assessment and the external assessment: Examination — combination response for Units 3 and 4.

Before responding to questions, students should refer to the ISMGs for internal assessment and the assessment
objectives for external assessment.

When unpacking a short response, there are three key elements to look for:

the cognitive verb or cognition, which outlines Cognitive verb

how to present the information

the content or subject matter that the question Content or subject matter
focuses on

the limiting word or context that provides the Limiting word or context

parameters to answering the question effectively

[HELICYWAN Three key elements
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Unpacking short response questions (without stimulus)
Sample question 1

— =

Using tWo examples, explain the role of an |ntrapreneur in a competitive market

Content or subject matter

DY #¥¥] Short response question 1 (without stimulus)

Sample question 2

* / Content or subject matter \

Explain one financing strategy that amatuire business can adopt to establish global operations.

[k

AL ®E] Short response question 2 (without stimulus)

Tips for answering short response questions

e The question has multiple parts and requires all parts to be completed.

e The question asks for an explanation of the role of an intrapreneur, not the definition of an intrapreneur.

* The response must relate to the role in a competitive market — this means the relationship must be
clearly included.

* The question does not relate to stimulus. The examples can therefore be related to any relevant business.
It is important to note that example is a plural for this question.
Ensure you include relevant terminology and examples (plural) to align with the ISMG for Explaining.

Unpacking short response questions (using stimulus)

Sample question 3

Using the stimulus, describe the business S|tuat|on

Content or subject matter

AT WIY Short response question 3 (using stimulus)

[ A
Explain: make an idea or situation plain or clear by describing it in more detail or revealing relevant facts; give an account; ‘ .

provide additional information
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Sample question 4

Using the stimulus, describe one external operating environmental factor
that influenced frank green’s business situation in the maturity stage of
the business life cycle. Content or subject matter

Limiting word or context

Cognitive verb

AW o4EY Short response question 4 (using stimulus)

Tips for answering short response stimulus-based questions

* Read the question stem first, identifying the cognitive verbs and the topic or context of the question to
know what to look for in the stimulus.

* Scan the stimulus material, being mindful of the question.

*  Most questions have multiple parts and require all parts to be completed so check this carefully.

* Plan your response before you start writing. In the plan you should note terminology, facts and characteristics

present for the business that relate to the stage in the business life cycle, and sources.

* Be explicit when identifying environmental factors such as the internal factor of owners or the external
macro factor of socio-cultural influences.

» Ensure you use both data and information from the stimulus sources.

» Cite the sources from the stimulus in the body of your response; for example, Source 2.

Unpacking an extended response question (using stimulus)
Sample question 5

Using the stimulus, create a business report for management at frank green that: Cognitive verb

e analyses the business situation by selecting data and information relating to Content or subject matter

modes of entry for entering global markets using a SWOT analysis AR R

e interprets a relationship and a trend in the SWOT analysis to draw conclusions
about the implications of expansion for the business

e evaluates a mode of entry into another market, using two criteria, to make a decision
and propose a recommendation.

AL W¥LY Extended response question 5 (using stimulus)

It 1s advised you also review the following sections of this chapter when you are preparing for your exams:
e Assessment in Business
— Short responses
— Stimulus and case studies
* Revision and study
*  Using stimulus and the stimulus story
* Business report

Describe: give an account (written or spoken) of a situation, event, pattern or process, or of the characteristics or features
of something
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Business report
What is a business report?

A report is an extended response that is structured in a clear and succinct manner. A business report is a
formal document that can be used to help resolve problems or issues, investigate options and make decisions
or recommendations for action. Reports are professional in presentation, are commonly structured into
sections with the use of headings and subheadings, and may include tables, graphs and other relevant

visual representations.

Why do we write reports?

Learning to write reports is an essential workplace skill in many fields, including business, science and
information technology. Gaining skills in report writing will help with your school studies, writing at university
and in your future work life, where reports are a common communication tool.

How is a report different from an essay?

There are differences between a report and an essay (Table 2. 8).

LELICWR:] Differences between reports and essays

Reports are the presentation and analysis of findings from Essays begin with a question and seek to answer it based
research. They begin with an aim [to investigate or solve a on research into existing theories and through the student’s
problem) and will usually make recommendations. evaluation.

Purpose: to investigate, present and analyse information. Used = Purpose: to articulate a well-argued response. Typically, does

to draw a conclusion or make a recommendation. not propose recommendations.

Structure: specific sections, using headings and subheadings. Structure: a continuous flow of text, using paragraphs to
Can include graphs, tables and other visual representations. develop ideas. Rarely includes graphs or other images.
Appendices may follow to support findings. Appendices are generally not used.

What characterises an investigation report?

An investigation involves you researching a specific problem, issue, question or hypothesis related to a business at
a specific stage in its business life cycle. This requires you to research, analyse and interpret data and information
using the inquiry process. An investigation report will evaluate strategies suitable to the business context, using
business criteria, to make decisions and propose a recommendation that resolves the problem or issue.

How do | write a report?

First, you must identify the focus of the investigation — the problem statement, which is the central question or
hypothesis you are investigating. You should then draft some research questions or aims for the investigation as
this will help focus your research process.

. . . . . . «l
Your problem statement (or issue/hypothesis) must align to the business situation — for %3
summative internal assessment 2 (IA2), this means the investigation must relate to Unit 3, Topic 2, focusing on
strategic development for an authentic (real) business in the maturity stage of the business life cycle. Weblink
Overview of

Note: ensure you confirm your problem statement with your teacher before progressing.
View the video from the University of New South Wales, ‘A video overview of report writing’.

report writing
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Steps in conducting an investigation and writing a business report

The QCAA says that to investigate is to ‘carry out an examination or formal inquiry in order to establish or
obtain facts and reach new conclusions; search, inquire into, interpret and draw conclusions about data and
information’ (Figure 2.27).

Y Framing the investigation
—  This requires you to define the problem, specify the issue, form the question or
AN develop the hypothesis. Check you have identified a problem statement or

N\
/
\ central question to investigate.
Research

Before you start writing, you must know the subject matter and have conducted
valid research that meets task requirements. Have your notes and research read
to plan your response.

Tip: ensure you keep a working reference list and cite information in the

body of your response as you draft the report.

Planning
Establish a clear structure. Either use a graphic organiser as a visual planning tool
(e.g. a mind map) to make the structure of the report visible or draft a table
of contents, including headings and subheadings, to organise ideas.
Tip: ensure you map where analytical tools will feature.

Drafting
This involves putting your plan into action — use research and planning to put
ideas into sentences and paragraphs. Organise information, being mindful of audience and
purpose.

Proofreading
Use 'CUPS’ as a proofreading process (see below):
e Have a fresh set of eyes look at your work — it can be difficult to detect our own errors. 6
e Consider reading out loud when proofreading for punctuation errors and misplaced
words or sentences that don't make sense.

<
X
|
k
=
o0
A8

Polish
J Refine your response ready to submit. Repeat the proofreading process and ensure 7
presentation is professional and fit for purpose. Check any appendices are correctly
\ labelled and referred to in the body of the report.

RN CYWYA Steps in conducting an investigation
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Proofreading and CUPS

‘CUPS’ is an acronym for a proofreading process (Figure 2.28). It will help you check for errors in the conventions
of writing and reduce the likelihood of errors in spelling, grammar and punctuation, which aligns with assessment
objective 6. It will also help you write in a cohesive manner, addressing what was intended and removing sections
that are not directly relevant to the task.

What are the commmon features of the

report genre?

. R X . Understandi d
A business report will have a concise and logical e " er§ anding (and usage)
Capitalisation Does it make sense? Have

sequencing and development of ideas. This means the T e ——

response must be arranged in a particular order, typically grammar?

using headings. A sample of headings is listed below, CUPS

but note that you must always follow the requirements of

the task and respond to teacher feedback.

» Title page: includes the report title (this states the
purpose of the report), your name, the name of the
person receiving the report, and the submission date.

« Table of contents: lists the main sections (headings) of

Spelling Punctuation

EELICEY#L] CUPS is an acronym for a proofreading

the report, including subheadings, and page numbers. brocess.

* Introduction: identifies the purpose of the report,
necessary background information (without restating
the task), the nature of the problem (or issue/hypothesis) and the issues to be addressed (the scope).

* Body of the report: contains the substance of your report and should be organised with headings and
subheadings, within which paragraphs should still be used. Format considerations include the following:
— Main headings should indicate equal level of importance (e.g. 1.0, 2.0).
— All subheadings should relate to section heading and should also be numbered (e.g. 1.1, 1.2).
— When using graphs, tables and visual representations, check for suitability, use titles or captions, and

reference sources.

e Conclusion: summarises the key findings from the body of the report and relates them to the problem or
issues defined as the focus of the investigation. You should not introduce new points in the conclusion.

* Recommendations: makes decisions and proposes changes to the application of business strategies, based
on business criteria. Recommendations should be specific and well organised, with the most important first.
They should relate to the conclusion of the report.

¢ Reference list: identifies the sources used within the report and cited using in-text referencing.

* Appendices: placed at the end of a report, if required. These contain extra supplementary information not used in
the body of the report. These are arranged in the order referred to in the report and listed as Appendix A, B, C, etc.
in the table of contents. An appendix is optional ool

as it only contains supplementary material. BT v

FEASIBILITY

What is a feasibility report?

Like a business report, a feasibility report is

a structured extended piece of writing but it
has a very specific and contextualised purpose.
A feasibility report is a formal document that
can be used to analyse two or more potential
solutions to a problem or issue, and determine
which solution should be further investigated
or implemented. It is used by businesses when A feasibility report considers a business’s current
top-level managers want to address a business situation and evaluates a range of solutions to address business
problem or issue and are given the research and problems or issues.

Rawpixel.com/Shutterstock.com
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evidence to make an informed decision, considering restraints on the business, and its current situation. It is
generally compiled by staff of the business, or is a task outsourced to a consulting firm.

What characterises a
feasibility report?

Creating a feasibility report in Business requires
you to respond to a business situation at a
specific stage of the life cycle. Stimulus will

be provided to you to analyse, interpret and
evaluate, though some additional research may
be used to assist you in enhancing the validity
and credibility of your report. Using the inquiry
process is fundamental to ensure all elements of
the feasibility report are addressed (Figure 2.31).
A key feature of feasibility reports is that two or
more solutions or strategies are presented and

HEIICEw&RY A feasibility report should propose recommendations
to inform business decision-making, whether it be to proceed or to
avoid a potential solution.

compared to inform future decision-making by
the business.

For summative internal assessment 3 (IA3),
the context and requirements for the feasibility report are defined. In IA3, you are tasked with investigating a
business at the post-maturity stage of the life cycle and its opportunity to reposition, based on the subject matter
of Unit 4, Topic 1.

Sl Analyse the
" Zpeelll . business situation
Describe the SRS E e S using an analytical Evaluate

business’s > I str?'tegles y tool; follow this ) repositioning >
situation relating with an strategies

interpretation
of your findings

to repositioning
a business

FHENCYARYN A feasibility report has five key components that must be addressed.

How to write a feasibility report

For IA3, you must first identify what the focus of your report will be. This involves generating a problem
statement, a central inquiry question and a hypothesis. This problem must relate to the stimulus — looking at
the repositioning strategies that could be used by a business facing the post-maturity stage of the business life
cycle. Refer to the Analysing and Interpreting Stimulus sections covered earlier in this chapter. Once you have
confirmed your approach with your teacher, you should then follow the same framework used for the ‘How do I
write a report?’ (see pages 37-39 and Figures 2.27 and 2.28).
The following report genre requirements also apply to a feasibility report:
* title page — addressed to the business directors
o table of contents
o introduction
* body of the report — including description, explanation, analysis, interpretation and evaluation requirements of
the feasibility study. It is acceptable to include data, tables, graphs, analytical tools, diagrams, illustrations and
photographs throughout the body of the feasibility report
e conclusion
o recommendations
o reference list
o appendices.
Refer to the ‘Business report’ section for a detailed explanation of each of these elements (see pages 37-39).
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CHAPTER 2 — CREATING BUSINESS RESPONSES 41

Formatting tips when preparing a feasibility report

In the creation of your feasibility report, it is important that you present your response professionally. This

can be achieved through following a style guide, which is a policy and procedure document that dictates
formatting requirements for business documentation.Your school or Business teacher may provide you

with a style guide to follow. Figure 2.32 provides some general rules to follow to ensure high-quality formatting.

In-text referencing
should be used to
cite all research in
the report

Font style, size
and spacing should
be consistent and
professional

Ensure images and
figures include
captions

Use visual
tools (e.g. charts,
diagrams) to
clarify analysis -

H

Colours for title
page, headings and
diagrams should be

Y

Q O If a business consistent they're also more
% logo is used, it engaging
must be '} \——— / Write in the third
presented using a person (avoid using

proper size and I"and 'you')

placement

A footer should
be used first, with
overflow then
placed in the

Strive to present
analytical tools
visually, especially if
it helps to frame
the analysis

Recommendations
can be listed using
bullet points

[HEIICWAYY General rules to follow when formatting a report

Weblinks

® Cornell notes video (p. 23)

® frank green interactive map (p. 29)
® Qverview of report writing (p. 37)

To access resources above, visit

:‘ ‘: N e I.SO n M | ndTa p cengage.com.au/nelsonmindtap
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Unit 3

Businesses in the maturity stage of the business
life cycle are in highly competitive environments

\ 3 0“ J
c‘ \) ’11,

>

oo

EXPANDING MARKETS

Businesses can expand domestically,
globally and online

Business

diversification

Topic 1
Competitive markets

STRATEGIC PLANNING

Growth can occur vertically or horizontally

©

Maturity stage businesses need to continually engage in
strategic planning to remain competitive and achieve their
goals and objectives

MANAGING RISK

. !

Businesses in the maturity stage need to ensure risk
management and contingency planning are in place

T T

o O

EXPANSION STRATEGIES

Research
@ Niche and
R markets + &= + development

‘2

1™ Innovation

_:‘;gl@ -E- — Vertical/
4 Emerging [ | Horizontal

technologies — Exporting | I I growth

MODES OF ENTRY

Expansion can
occur through: { )>
=3

Strategic
alliances

Licensing

& :
International "“g

agents and Sales
distributors subsidiaries

' .
.
Overseas

Joint venture manufacturing
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MANAGING HUMAN RESOURCES
® 1 1 = 50/0 E;rsna;gz;?orr\{and benefits

27.3% 14% P 4.6% 0.8%

for career or wellbeing Retirement To start
development lack. f_’f reasons own
or a change positive

work-Llife
balance

business
5.8%

48%

of employees would like to see the

right to request flexible working o
extend to all employees now 0
13% ﬁ% 7§

of millennials leave their jobs . .
of millennials see a lack of career
because they receive a better job " o
opportunities within the company
offer from another company
Source: https://www.ahri.com.au/wp-content/uploads/AHRI-WorkOutlook-Report-2025-Q2.pdf

HUMAN RESOURCES STRATEGIES
=

e @A QY
g =5 FRF L0 ioe

Employer Motivation Fostering Diverse Inclusive Leadership
of choice theories intrapreneurship workforce workplaces styles

FINANCING OPTIONS FINANCING STRATEGIES

Business expansion strategies can be expensive.
Evaluating strategies ensures they are viable.
Not all costs and returns are monetary.
Private equity

Initial Public
|:| I:I Offering (IPO)
/\/© .O.
iy — Money i
Cost benefit analysis i — capita
Planet Profit C@ markets I_ 4

G
Triple bottom line

Accessing
government grants
and incentives

Expansion strategies can be financed through:

\Y/

Dividends
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DOMESTIC AND GLOBAL

EXPANSION

In order to remain competitive, a business in the maturity stage of the business life cycle must consider and
utilise a range of growth strategies and practices. For a mature business, a common strategy for growth is the
expansion of the business to new domestic or global markets that will increase its market share. When expanding
into these new markets, the business must consider the modes of entry, risk management practices and
environmental factors to decide whether it expands all or just part of its business operations and offerings.

This chapter will provide you with the opportunity to:

» describe business facts and characteristics of business situations in the maturity stage of the business life cycle,
and the external operating and macro environmental factors that have an impact on human resources and
financing

» explain the strategies and modes of entry a mature business may adopt for expansion, the challenges in the
maturity stage, and the importance of risk management of domestic and global markets

* analyse and interpret the strengths, weaknesses, opportunities and threats (SWOT analysis) affecting modes of
entry for domestic and global markets

» evaluate modes of entry and expansion strategies for domestic and global markets

* create responses to communicate strategies to stakeholders.

(Source: Business 2025 General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority)

The analytical tool used in this chapter is a SWOT analysis.

Strategic planning

Contingency planning Growth strategies —— Ansoff matrix
PPRR model r
Fiedler's Contingency Model

Motivations for expansion

Domestic markets

International agents Domestic and Global markets

Licensing a 9,% el e sl 2 *;:;" Environmental factors
o X

Strategic alliances %—??,\ eé's SWOT analysis

Sales subsidiary

Overseas manufacturing

¢ Qutsourcing

¢ Offshoring i |
Niche markets

Innovation
Research and development

New and emerging
technologies

Exporting
Vertical and horizontal growth
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GAINING INSIGHT 3.1

Afterpay: From Melbourne start-up to global success

FOCUS QUESTION: What growth strategies did Afterpay adopt when expanding into new markets

nationally and internationally?

Afterpay was founded in 2014 by Nick Molnar and
Anthony Eisen in Melbourne. The company created

a buy now, pay later (BNPL) service, offering an
alternative to traditional credit cards or store cards.
This service allows consumers to take out short-term
instalment loans. It has been popular with younger
shoppers and consumers seeking greater financial
control than traditional credit cards allow. Afterpay was
also aimed at retailers looking for ways to boost sales
without taking on financial risk by offering their own
lines of credit, BNPL or lay-by services.

To help move people from using the likes of
Mastercard, Visa and AMEX cards, the Afterpay service
is completely free for customers who pay on time. This
model is designed to help people responsibly buy what
they want when they want it, without incurring interest,
fees or revolving debt.

HENICENN The Afterpay concept emerged as an
alternative to traditional credit or store cards, appealing

to consumers seeking greater control of their finances.

Despite being younger than its rivals, Afterpay is
one of the biggest BNPL players in the world. Initially,
Afterpay concentrated on the Australian market, quickly
gaining traction by offering an interest-free payment
system with low barriers to entry and instant approval
processes. Strategic partnerships with major Australian
retailers like Myer and David Jones helped solidify its
presence, and the platform attracted more than a million
customers in Australia within three years of its launch.

From a technology standpoint, Afterpay invested in a
scalable tech infrastructure to support rapid user growth
without compromising user experience or operational
efficiency. The platform’s easy integration with retailers’
systems facilitated streamlined onboarding for merchants
and consumers, fuelling its national expansion.

To expand nationally, Afterpay focused on developing
strategic partnerships, with large retail chains endorsing
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the platform and smaller businesses adopting it to

tap into a younger customer base. After establishing a
dominant presence in Australia, Afterpay entered the US
market in 2018. The company focused on partnerships
with popular American brands like Urban Outfitters, Free
People and Anthropologie to gain credibility and tap into
established customer bases. Afterpay also localised its
approach, adapting marketing and messaging to resonate
with different markets and different cultural nuances.

EEIER®] (n 2022 Afterpay was purchased by Square,
now known as Block, Inc.

Afterpay’s international expansion continued into
markets like New Zealand, the United Kingdom and
Canada, employing a similar approach of building
partnerships, creating brand awareness and offering a
seamless onboarding process for users.

Acquisitions of other BNPL providers were a key
part of the Afterpay expansion strategy, particularly for
international expansion.

In 2017, Afterpay acquired Touchcorp Limited,

a technology services provider, for approximately

A%$210 million. This acquisition led to the merger of
Afterpay and Touchcorp in a joint holding company called
Afterpay Touch Group, which allowed Afterpay to bring
crucial technology development in-house, enhancing its
platform’s efficiency and reducing its reliance on external
technology providers.

Then, in 2018, Afterpay acquired 90 per cent of
UK-based ClearPay Finance Limited as part of its
entry into the UK market. This acquisition enabled
Afterpay to leverage ClearPay’s existing foothold in the
UK to expand its BNPL services more quickly. In 2021,
Afterpay acquired the remaining 10 per cent stake in
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ClearPay Finance Limited from ThinkSmart, finalising its
ownership of ClearPay to further strengthen its market
presence in the UK.

BEIIERE] The global BNPL market size was valued at
US$30.38 billion in 2023 and is projected to grow from
US$37.19 billion in 2024 to US$167.58 billion by 2032.

Questions

1 Describe the business situation and opportunity
that led to the global expansion of Afterpay.

2 Explain one mode of entry that Afterpay used when
it expanded into the global market.

3 Analyse the business situation of Afterpay by
selecting relevant data and information to conduct
a SWOT analysis on the modes of entry into
domestic and global markets.

Key learnings

You will learn about business growth through
examining:

* motivations for expansion

* new markets

* strategic planning for growth

 the challenges of the maturity stage.

When a business has fully captured its target
market, can no longer grow in its current state
or has hit the peak of its market, it has entered
the maturity stage of the business life cycle. This
often means the revenue of the business can
start to plateau or even decline as competition
grows, sales decrease, operating costs increase,
innovations arise and customer demands change
or evolve. In order to extend its life cycle and
remain competitive in the market, a business

Przemek Klos/Shutterstock.com

On 31 January 2022, the largest corporate takeover in
Australian history occurred with the purchase of Afterpay.
Twitter (now X) billionaire Jack Dorsey’s US payments
platform Square (now known as Block, Inc.) purchased
Afterpay for A$39 billion (US$29 billion), creating a global
financial technology giant.

The global BNPL market size was valued at
US$30.38 billion in 2023 and is projected to grow from
US$37.19 billion in 2024 to US$167.58 billion by 2032.
Afterpay co-founder Nick Molnar said Square’s takeover
would turbocharge Afterpay’s global expansion and its
continued presence in market share.

After Block, Inc. acquired Afterpay, its co-founders
Anthony Eisen and Nick Molnar joined the new
organisation in key leadership roles. They lead Afterpay’s
merchant and consumer businesses within Block’s seller
and cash app ecosystems as they continue to disrupt the
global credit card business.

4 Interpret two relationships
and trends identified in the :‘o
SWOT analysis and draw e
conclusions about the
implications of expansion for a
mature business like Afterpay.

5 Using the criteria of
effectiveness and stakeholder satisfaction, evaluate
the success of Afterpay’s decision to sell to Square.

Template
SWOT analysis

[RELICRA Strategic planning is essential to ensure businesses in
the maturity stage of the business life cycle continue to grow and
achieve their objectives.

9780170484367
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must continually engage in strategic planning to ensure it continues to track towards achieving its overall aims
and is continually experiencing growth or moving into new markets. This growth does not simply mean
increased sales, but could be growth in areas such as production, facilities, procedures, resourcing and marketing.

Motivations for expansion

During the strategic planning of a mature business, the
business should have decided on a growth strategy and
the type of growth to pursue for business expansion. This
expansion can be locally targeted or a global pursuit as a
business seeks to increase its market share and its overall
revenue. Whether a business chooses to expand domestically
or globally, the motivations for entering new markets
may include:

* access to a broader market

* profit potential

* competitive advantage

* expense reductions

* reduced risk of decline

* increased buying power HETICEREN Businesses can expand into domestic
* production cost reductions or global markets to gain access to a wider
» an oftfer by a foreign distributor customer base.

* economies of scale.

A business that implements a deliberate and well-executed growth strategy ensures that it remains viable and
continues to achieve its goals and objectives. Some of the goals or objectives often identified by a business during
strategic planning in the maturity stage are to:

* avoid entering a state of decline

* increase its share of the existing market
* enter a new market

* acquire new sales and customers.

Inquiry task: Business expansion in the maturity stage

You are to investigate the motivations behind business expansion in the maturity stage, using examples of
Australian-owned businesses that have successfully grown beyond their initial markets.
Select one of the following businesses to research:
Cotton On Group - retail and fashion
Mecca Brands - beauty and cosmetics
Four’N Twenty - food manufacturing
Carbon Revolution - advanced manufacturing
Canva - technology and software.
Identify and explain the key motivations behind the business’s decision to expand.
Explain the mode of entry that the business utilised during its expansion.

Strategic planning: a long-term view of where the business Growth strategy: a specific strategy affecting either new or
is going and how it will get there, typically over two to existing products and markets, and designed to increase the
five years overall market share of a business

Expansion: a business strategy to increase market share
by entering new markets and providing new avenues to
reach customers

9780170484367
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GAINING INSIGHT 3.2

The ‘grow or die’ lie
By Edward D Hess

In the race to grow a business, it must be
remembered that the real key for success is
carefully managed growth.

All growth is good. Bigger is better. All businesses
must either ‘grow or die’. These popular business
axioms are routinely lauded on Wall Street, at
business schools and by some of the most well-
respected business consultants of the day. Few
question their validity. But actually, these ‘truths’
are anything but. At best, those beliefs are half-
truths; at worst, they’'re pure fiction.

‘Grow or die’ is a belief that has no basis in scientific
research or in business reality. Growth can be good and
growth can be bad. Bigger can be good and bigger can
be bad. When not approached carefully, growth can
destroy value as it outstrips a company’s managerial
capacity, processes, quality and financial controls, or
substantially dilutes customer value propositions.

Between 2005 and 2007, Starbucks aggressively
opened new store locations and made several
operational changes that diluted its customer
value proposition, diluted its high employee-
engagement culture, violated its real estate site
selection controls and weakened its high value-
added ‘experience’ business model. For Toyota, too
much growth too quickly resulted in quality issues
that led to multiple recalls.

In a recent study | conducted among high-
growth private companies, several of the successful
entrepreneurs showed as repeat entrepreneurs
who had ‘imploded’ their first business by taking on
too much growth too quickly. Growth overwhelmed
them. They learned to respect growth’s destructive
ability and, in their second venture, paced growth
so that it did not overwhelm their people, processes
and controls.

HEIICRERY s it simply a myth that businesses must
grow or die?

iStock.com/3D_generator

That is the ‘gas pedal’ approach to managing
growth. Let up on the growth gas pedal as needed to
give the company’s people, processes and controls
time to catch up.

Instead of ‘Grow or die’, be motivated by the
motto ‘Improve or die’. Every business must
continually improve its customer value proposition
better than its competition in order to stay viable.
That's where real success lies.

Growth is change (and change isn’t easy). There
are limits to an individual's and an organization’s
ability to process change. Growth requires the
entrepreneur to install more processes, procedures,
controls and measurement systems. The right
processes and controls must be put in place
and taught to employees. In addition, the right
information needs to reach the manager regarding
variances from processes and controls so mistakes
can be fixed quickly and not escalate into a larger
problem.

Growth also requires that the entrepreneur
change what he or she does. Successful and
sustainable growth requires the right kind of
leadership, the right environment (culture) and the
right processes.

Growth is evolutionary. Sometimes, tough
decisions are required in order to keep up. Growth
requires the evolution of the entrepreneur and the
managementteam and more sophisticated processes
and controls. Often, if not always, the business
model and customer value proposition evolve, too.
Furthermore, this evolution is continuous, and
anticipating and responding to it can require making
some fairly dramatic - and difficult - changes.

One surprising finding of my research was
that companies frequently had to upgrade their
management teams as they grew. Often, managers
who operated effectively at one revenue level of
the business were unable to manage effectively
at a much higher revenue level. The jobs simply
outgrew their skills.

The need to upgrade managers to fit the
expanding job demands was gut-wrenching for
many entrepreneurs because the now-ineffective
managers had often had a successful history with
the business but were now in over their head. This
is yet another important factor that entrepreneurs
must be prepared to deal with as they think about
growing their business.

Growth requires continuous learning and constant
improvement. The entrepreneur and employees must

9780170484367



be constantly open to learning and adapting
and improving in an incremental, iterative and
experimental manner. No matter how big a company
gets, continuous improvement is required.

My research of high-organic-growth companies
highlighted one factor they all share: a ‘be better’
DNA. Their ‘be better’ focus was the underpinning
of every growth initiative, whether it was
top-line, bottom-line or developing new concepts.
Continuous improvement is the DNA of growth. The
good news is that continuous improvements lead to
more loyal customers who can be the company’s
best advertising.

Growth requires disciplined focus and
prioritization. The entrepreneur must strategically
focus the business on a compelling differentiating
customer value proposition and achieving daily
operational excellence and consistency. Any
growing business has resource constraints -
limited people, time, and capital - so it is critical
that the entrepreneur spend his or her time on the
most important areas that can drive success. These
priorities may vary with the type of business or the
phase of growth.

To set priorities, entrepreneurs must have
concrete and useful data about their business,
communicate the priorities to their personnel,
and implement processes to ensure that these
priorities are carried out. One entrepreneur
whom | interviewed prioritized his focus simply as
customers, quality and cash flow. For him, if an
issue did not impact directly and materially one of
those three areas, it could wait.

Growth is process intensive. Growth requires
implementing processes, which include controls.
These are the step-by-step instructions for how
to do a task. Processes are necessary to hire
employees and train them; to minimize mistakes
and institutionalize quality standards; and to deliver
products and services on time, 99 percent defect-
free. Controls are necessary to set boundaries on
allowable behaviour and also alert management to
deviations from processes.

Processes are the ‘how’ part of doing business.
As businesses grow, the entrepreneur loses the
ability to be hands-on with all aspects of the

Questions

Explain what growth is according to the article.
Explain the two processes outlined for growth. Why
are these processes so important?

Identify the challenges associated with the
maturity stage of the business life cycle and

9780170484367
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business. There is simply too much to do. So,
the challenge is for the entrepreneur to increase
the probability that others will do the tasks as he
or she would like them done. To accomplish this
goal, the entrepreneur implements processes.

There are two basic types of processes. The first
type are the directions, instructions and standards
for how to do specific tasks. These include rules
or controls for mitigating financial and quality
risks. Most processes are designed to instruct an
employee how to do something or what not to do.
The second type has a goal of producing reliable,
timely data or feedback that will reveal variances
or mistakes. These data-collecting processes are
designed to get the key data in the hands of the
entrepreneur quickly as the business grows.

Growth creates business risks that must be
managed. Growth stresses people, processes,
quality controls and financial controls. Growth can
dilute a business's culture and customer value
proposition and put the business in a different
competitive space. Understanding these risks
is critical to managing the pace of growth and
preventing growth from overwhelming the business.

To get a better handle on growth risks, the
business owner needs to consider how strategic
space will change as the company gets bigger.
It will probably enter a new competitive space,
facing bigger and better competitors. Those new
competitors may be better capitalized and be able
to engage in price competition, driving down the
company’s margins.

A company can minimize this and other big
risks by planning for growth, pacing growth and
prioritizing what controls and processes it needs
to have in place prior to taking on much growth.
By carefully considering the timing and whether
the right people, processes and controls are in
place to manage the growth, entrepreneurs can
take their business to greater and greater heights.
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Source: Edward D Hess, Professor of Business Administration,
Batten Executive-in-Residence & Batten Faculty Fellow, Darden
Graduate School of Business, University of Virginia.

As originally published in /n Business Magazine, December 2012
issue.

growth according to the article. Are there any other

challenges that you can identify?

4 Using examples, in sentences, explain the

implications when a business experiences too
much growth too quickly.
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Key learnings

You will learn about new markets through examining:

* avenues and environmental factors of domestic expansion

* avenues and environmental factors of global expansion.

Domestic markets

A business that seeks to grow horizontally into new markets generally begins its expansion by opening new
locations within the same country or offering online services with nationwide delivery. This is a domestic market
and means that the business growth occurs within the geographical limits of the country. When the business

and the customers reside in the same country, the business transactions are relatively straightforward despite the
number of stores a business might open or the reach of its delivery services.

GAINING INSIGHT 3.3

Levels of business expansion

Generally, business expansion or growth activity
can occur on five levels: domestic, international,
multinational, transnational and global business.

Domestic business

A domestic business operates within the boundaries
of one country. It is generally small to medium
business enterprises that buy their resources and sell
their products and services in the national or local
market only. An example is Grill'd, which is a gourmet
burger chain with stores only in Australia.

International business

An international business is based in one country but
imports from, or exports to, other countries to obtain
resources or revenue. Most large companies that have
no investment outside their home country but that
engage in business activity across multiple countries
are international businesses. Examples of international
businesses are Haigh’s Chocolates and Akubra Hats,
which have their operations in Australia but export to
other markets.

Multinational business

A multinational business is generally structured with a
headquarters in its country of origin but has expanded
with subsidiaries or assembly or production facilities
in several countries and regions of the world. There

is some limited decentralisation of decision-making,
but a number of key areas such as human resources
are managed through the business headquarters.
Examples of multinational businesses with
headquarters in Queensland are Flight Centre Travel
Group and Lorna Jane.

Transnational business

Transnational businesses have a decentralised approach:
decision-making, R&D and marketing powers are given

to each of several individual foreign and independently
operated centres around the world. Transnational
businesses don’t have subsidiaries; rather, they have other
companies registered in different countries. Examples of
transnational businesses are Nestlé and Unilever.

Global business

A global business has operations worldwide, and it
does not identify any home country. It operates
facilities and business activities in many countries
around the world, through the use of the same
coordinated brand in all markets. Generally, one
corporate office is responsible for global strategy, as
in the case of McDonald’s and Coca-Cola.

Global

Transnational
Multinational

International

Domestic

HEDICRMA Levels of business activity in

expanding markets

Domestic market: the supply of, and demand for, goods and services within a single country; also referred to as the internal market
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In a domestic market, if the expansion occurs through a new store or new location, it is generally a replication
of the original and follows the same laws, customs and trade regulations. This is one of the advantages of domestic

trade, along with low transaction costs, cheaper postage and handling, and processing of sales in one currency.

Operating in familiar environments reduces the risks associated with expansion and eliminates the

need to develop new resources, suppliers and logistics, since the business operations are already in place

and established. Domestic expansion also promotes economic growth within the country where the business
is located. Domestic economic growth is necessary to ensure a country doesn’t go into recession and makes
a country an attractive market to other countries looking to expand their international trade.

GAINING INSIGHT 3.4

Demand for sustainable cleaning products drives expansion: OurEco Clean

OurEco Clean is a well-established, reputable Australian
private company manufacturing natural cleaning
products using Australian botanical essential oils.
Wanting to use only environmentally friendly cleaning
products in her own home, founder Kym Smith found

it difficult to source ready-made products. So, using

a variety of natural ingredients such as bicarbonate

of soda, citric acid and Australian botanical oils, Kym
developed a range of 11 natural cleaning and air-
freshener products that aren’'t harmful to humans or the
environment.

Kym is passionate about the health of the planet,
and her goal is to remove nasty chemicals from
family homes. This is an objective shared by many
consumers who realise that the scarcity of resources
and health of the planet require more sustainable
practices.

The demand for organic and environmentally friendly
cleaning products drove rapid growth for OurEco Clean,
and the production of products that started in a garage
in 2012 quickly expanded to a factory to meet demand
across Australia.

Global markets

OurEco Clean’s domestic expansion occurred
through retail distribution via IGA supermarkets, Drakes
Supermarkets and Foodland stores, and key organic and
natural product retailers. In 2016, the company began
exporting to New Zealand. OurEco Clean continued to
expand and has now also established US and Canadian
distribution channels.

°"§_‘*‘
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www.ourecoclean.com.au

S [IERA The demand for sustainable and
environmentally friendly cleaning products drove

expansion from Australia to New Zealand, Canada and
the United States.

With developments in technology and increasing ease of communication, being able to operate in the global
economy is becoming more important for mature businesses. Increased inter-country contacts and relationships
are leading to greater globalisation and growth for many businesses. Globalisation, or international business, takes
place when business activities occur beyond the borders of the home country and involve at least one other
country. A country’s gross domestic product (GDP) is the best measure of its overall economic strength, and closely
connects with companies looking to expand internationally to help them make informed and strategic decisions

about the markets they expand into.

Recession: a period when the economy of a country is in

decline and conditions for business are not considered optimal

Globalisation: the process of extending manufacturing or
trade operations to other parts of the world beyond the
home country of a business

9780170484367

Gross domestic product (GDP): the total value of everything
produced by all the people and companies within a country
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GAINING INSIGHT 3.5

Understanding GDP and its impact on business expansion

Gross domestic product (GDP)

Andresr/E+/Getty Images

HEVCRERA The GDP can help a business to strategically
choose new markets.

Gross domestic product (GDP) is the total dollar value
of all goods and services produced in a country over a
set period, usually measured quarterly or annually. For
example, if Australia’s GDP is reported as $2.5 trillion,
that means businesses, industries and the government
together produced $2.5 trillion worth of products and
services in that year. If that number grows, it signals a
healthy, expanding economy. If it shrinks or stays flat, it
can be a sign that the economy is slowing down.

If GDP is reported as ‘growing by 2 per cent’, it
means the economy is producing 2 per cent more
value than it did the previous year. This figure helps
governments, banks and businesses understand
whether people are spending money, how many jobs
are being created and how confident businesses feel
about the future. This helps businesses to decide
whether or not it is a good time to expand.

GDP and developed markets

Australia is a developed country with a diverse
economy that includes mining, agriculture, education,
tourism and services. The Reserve Bank of Australia
(RBA] closely tracks GDP because it helps it decide
whether to raise or lower interest rates, which directly
affects how much it costs to borrow money.

When GDP growth is strong, businesses usually
feel confident to expand, hire more workers or invest in
new technology. For example, during periods of strong
GDP growth in the 2010s, companies like Afterpay
expanded rapidly and Qantas increased international
flights. The education sector also grew as universities
like the University of Melbourne and Monash
University attracted international students, boosting
the local economy.

But when GDP slows, as it has in recent years,
spending can drop. In 2023, for instance, higher
interest rates and inflation meant people were more
careful with their money. As a result, businesses
in retail and hospitality, such as Myer and JB Hi-Fi,
saw changes in consumer demand. Even fast-food
chains like Domino’s Pizza Enterprises noticed people
spending less on takeaway.

GDP and emerging markets

In countries with growing populations and developing
industries, like India, Vietnam and Brazil, GDP growth
can be much faster. These are called emerging
markets. Businesses in developed countries often
look to these regions for expansion because there

is strong demand for goods and services, even if the
infrastructure or political environment might be less
stable.

For example, Australian companies such as
Cochlear (hearing technology) and ResMed (sleep
and respiratory health) have successfully expanded
into emerging markets due to the increasing demand
for healthcare technology in developing countries.
Fortescue Metals Group, a major player in mining, also
benefits from strong demand in growing economies
like China and India.

GDP and business decisions

When GDP is growing, it is a green light for many
businesses to invest and expand. They may hire more
staff, open new locations or launch new products.
But when GDP is weak or declining, businesses tend
to hold back. They might delay projects, cut costs or
reduce staff.

For instance, a tech start-up in Sydney might
delay expansion if GDP growth is low and securing
funding becomes challenging. Similarly, a farming
company exporting beef or wine could be influenced
by global GDP fluctuations if other countries reduce
their purchases due to their own economic challenges.
Finally, a tourism operator on the Gold Coast might
experience a decrease in bookings if Australians
tighten their budgets due to economic pressures.

GDP and growth

GDP is not just a number for economists - it has a
real effect on the way businesses grow, adapt or hold
back. For Australian businesses, understanding GDP
trends, both locally and globally, helps them make
smart choices when considering both domestic and
global expansion.
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Whether they are investing in new markets or better understand when the right time is to take a risk
adjusting to tougher times, GDP gives a big-picture or when it is smarter to stay steady.
view of th.e economy’s direction. By keeping an eye on Source: Mariel Loveland, ‘The GDP’s effect on business’,
GDP, businesses and even young entrepreneurs can Bizfluent, 26 June 2018. Copyright © Leaf Group Ltd.
Questions
1 Explain how the Reserve Bank of Australia (RBA) 3 Analyse and interpret the selected GDP data about
monitors Australia’s GDP and uses interest rates to Australia to decide if Australia would be considered
help support businesses in the economy. a strong market or economy for business growth.
2 Research and select recent data on Australia’s GDP. 4 Explain how GDP affects the choice of market for a
Explain how businesses can use this data and the business planning to expand.
RBA's interest rate decisions to inform their plans
to expand.

Emerging markets

‘When planning for expansion into the
global market, businesses must consider
the stability of the market economy they
enter and the forecasts for factors that
may affect their success. One strategy for
expansion is to move into an emerging
market. In an emerging market, the
economy is not considered to be as
strict or efficient as in advanced markets,
but there is a growing population with
disposable income and an interest in

purchasing goods and services that may
previously have been unavailable in the FETICEADN Globalisation extends the reach of a business beyond its
region. Examples of countries currently country of origin.

considered to be emerging markets are

evident in Figure 3.11.

Expanding into an emerging market and becoming the first business to offer a good or service in that market

provides an opportunity for the business to:

* obtain a large market share before competitors arrive in the market

e access customers with growing disposable income in a strengthening economy
* access capital and resources currently untapped in the market

* build the brand as prestigious or scarce

* gain a higher-than-average return for investors with the initial expansion.

Despite the advantages and opportunities of emerging markets, they still present a number of challenges and
considerations; for example, intellectual property. Often, developing markets don’t have the same respect for
intellectual property as is seen in Australia or other advanced markets. It can also be hard to enforce copyright in
the face of imitation products or counterfeits.

Researching and understanding markets is useful to understand how different countries operate. While it can
be difficult to find reliable information and data for some markets, particularly emerging economies, there are
government agencies and departments set up to assist businesses looking to expand.

Emerging market: a market that is building accountability and strength, opening to new foreign investment and trade,
and expected to provide higher returns despite greater risks

9780170484367
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The Australian Trade and Investment Commission (Austrade) is the Australian Government’s international
trade, education, and investment promotion agency. Designed to support businesses looking to expand globally,
Austrade provides a range of grants and resources to help grow Australia’s prosperity by delivering quality trade
and investment services to businesses.

Visit the Austrade website to see the resources the Australian Government provides to assist businesses
looking to expand overseas. This link can be found on Nelson MindTap.
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(O % GDP growth 2022-50

Data: 'Emerging markets: will the economic catch-up continue?’, Economist

Intelligence, Wed, 12th Oct 2022

NN Emerging markets provide a number of opportunities for global expansion.

Inquiry task: Understanding emerging markets

1 You are to conduct an inquiry into one of the emerging
markets identified in Figure 3.11. You are to research
the country to identify and analyse the strengths,
weaknesses, opportunities and threats (SWOT) of
expansion to that market.

2 Analyse the strengths, weaknesses, opportunities
and threats identified to draw conclusions about the
implications of expanding into an emerging market.

3 Create a one-page letter to explain whether
expanding into the emerging
market you investigated is a
viable consideration for an :‘o
Australian business owner. Use .
the SWOT analysis to support Template : _ _
your explanations. SWOT analysis Emerging markets can be an attractive

expansion opportunity for mature businesses.

J

' i y
_. EMERGIN
MARKETS

Marina Putilova/Dreamstime.com
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When a business expands into a new market, whether it is a domestic market or a global market, it must first gain
the knowledge and skills relevant to the location. In global expansion, this means researching and understanding
the country and culture the business plans to expand into. This includes knowing the internal, external operating
and external macro factors that could affect the expansion. The external macro factors include the socio-cultural,
technological, economic, environmental, political, legal and ethical factors (STEEPLE) that might impact
customers’ buying habits and the economic stability of the country.

Key learnings

You will learn about environmental factors through examining:
* environmental factors of domestic expansion

* environmental factors of global expansion

e culture.

ANALYTICAL TOOL 3.1

SWOT analysis: Strategic planning in maturity

As introduced in Business for QCE Units 1 and 2 in Chapter 3, a SWOT analysis is an analytical tool used by a
business for strategic planning. It identifies the strengths, weaknesses, opportunities and threats (SWOT) in a
graphical format (Figure 3.13).

This analytical tool helps a business to focus on its internal environment (strengths and weaknesses) and the
external environment (opportunities and threats). During the maturity stage of the business life cycle, the SWOT
analysis tool is helpful in determining the environmental factors affecting proposed expansion strategies.

Strengths and weaknesses are internal to the business and relate to matters concerning resources, programs
and organisation in key areas. The objective is to establish a picture of the business identifying its good and bad
points, achievements and failures, and other critical features within the business.

The external opportunities and threats confronting a business can exist or develop in both the operating and
macro environments. The objective of the business is to identify the opportunities present and be aware of the
threats that other businesses pose when considering growth or expansion.

STRENGTHS WEAKNESSES
What are our strengths and What are our weaknesses and
how do we BUILD on them? how do we RESOLVE them?
e Strong management team e Location of our business
e Efficient operating system e | ack of capital to fund
our business

SWOT

OPPORTUNITIES ANALYSIS

What are our opportunities and
how do we EXPLORE them?

e A new market for our product
e A new international market

EEPICRAER Using a SWOT analysis before expansion helps a mature
business to formulate strategies and tactics for successful growth.

Global market: the buying or selling of goods and services in all countries of the world
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Presenting a SWOT analysis

A SWOT analysis can be presented in a graphical format or report with headings. Depending on the audience and
the mode of the presentation of findings, it may be appropriate to use only one or both formats. In a presentation
to a Board of Directors or senior management in a business, it is more common to see slide decks and visual
representations that are explained in detail; in a report format, it may be more common to see headings and use of
dot points to make the analysis clear and easy to read.

STRENGTHS WEAKNESSES

e Marketing — brand recognition is strong, as McDonald's
operates more than 40 000 restaurants in 119 countries
(Source 1). This mindshare will help facilitate customer
acceptance in a new market.

e Human resources - McDonald's has a global employee
turnover rate of around 40% annually (Source 9), which
results in increased hiring and training costs and
negatively impacts operational efficiency and consistency

. . . . in customer service in existing and new markets.
e Finance - by using economies of scale, McDonald's

can purchase ingredients in bulk, reducing costs by e Operations - poor product choices in culturally sensitive
approximately 20% compared to smaller chains locations have led to controversies and a 5% decline in
(Source 2J, allowing it to maintain a pricing consumer trust in some regions (Source 4), creating a
advantage in a new market. negative public perception in culturally distinct markets.

SWOT
ANALYSIS

OPPORTUNITIES

e Socio-cultural trends - growing demand for health-

conscious products with 72% of consumers now seeking

healthier options (Source é) provides McDonald's an
opportunity to capture new segments by introducing
locally tailored healthy alternatives.

e Technological advancements - Al-powered kiosks and
mobile ordering apps are rapidly transforming the

THREATS

e Competition - in emerging markets, local chains have
grown by 50% in the last two years (Source 7) and are
expecting to continue growing, affecting McDonald's
potential market share.

e Economic instability - currency fluctuations in developing
regions (Source 8], could reduce profitability due to
exchange rate volatility and increased costs.

fast-food industry (Source 10), allowing McDonald's to
reduce costs, enhance order accuracy and improve
customer experience.

HENCERIY A written representation of a SWOT analysis for expansion of McDonald’s restaurants. t
A
A SWOT analysis template is available to download on Nelson MindTap.

Template

Questions SWOT analysis

Select data and information about one of the following businesses to analyse the strengths,

weaknesses, opportunities and threats of the internal, external operating and macro factors affecting their global
expansion using a SWOT analysis:

a Atlassian d Campos Coffee

b Macquarie Group e MCo Beauty.

¢ Bundaberg Brewed Drinks

While it can be challenging to grow globally and to understand the differences between domestic
and international business, this should not inhibit international growth. Businesses that ignore the
environmental factors of potential markets risk damaging their brand, sabotaging their entry or jeopardising
their success.

Along with a SWOT analysis of the environment, expanding businesses should also consider the culture,
etiquette, communication and logistical practices associated with the new market.

Culture

Culture can vary dramatically from country to country, so understanding both the social and business
culture in another country is essential to success when entering a new global market. Culture covers the
ideas, customs and social behaviour of a particular country, group of people or society. This means that
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elements of a particular country — from business practices to advertising and marketing or negotiating

sales — must be considered when entering a new market. Different cultures place importance on different
topics, and cultural considerations can be sensitive, so making an effort to understand and respect them will
go a long way during expansion.

GAINING INSIGHT 3.6

Cultural understanding in expansion: Coca Cola

Coca-Cola is one of the most recognisable brands in In Australia, Coca-Cola has taken a localised
the world, with consumers around the globe consuming approach to meet the growing health concerns
Coca Cola Company products 1.7 billion times every of consumers regarding sugar consumption.
day, which is about 19400 beverages every second. Responding to rising awareness and demand for
This level of global success in nearly every country healthier alternatives, Coca-Cola launched Coca-
is a result of the Coca-Cola company ensuring that its Cola No Sugar in Australia, which was marketed
worldwide operations adapt to the different cultures into as an improved version of previous sugar-free
which it expands. During global expansion, understanding offerings. By catering to Australian consumers’
and aligning with each country’s local customs, values health-conscious trends, Coca-Cola maintained its
and consumer preferences has allowed Coca-Cola to market presence amid growing pressure for healthier
connect meaningfully with consumers worldwide and choices. Additionally, Coca-Cola has partnered with
achieve enduring success for the last 138 years. community and sports initiatives, such as supporting
Coca-Cola initially began building a global network Surf Life Saving Australia, aligning the brand with the
in the 1920s following World War I. The company country’s outdoor culture and values around health
believed that every American serviceman and woman and safety.
should have a Coke at their disposal, no matter where In China, Coca-Cola localised its product line
they were or the cost to the company. This strategy during the Chinese New Year, releasing special edition
helped the brand establish Coke as a global corporation packaging featuring the zodiac symbols to embrace a
by introducing the product to different markets. key cultural event that resonates with nearly all Chinese
The Coca Cola Foreign Department was then households.

formed in 1926 to supply concentrate (the flavoured
basis for the drink) to overseas bottlers. Some
countries where bottling operations began included
Belgium, Bermuda, China, Colombia, Germany, Haiti,
Italy, Mexico, the Netherlands and Spain.

As this expansion occurred, Coca-Cola had to
consider how it would connect with local markets and
support consumers in each of the new markets it was
entering. As it continued to grow worldwide, so did the
strategies for cultural awareness. Some key examples
are described in the next paragraphs.

Freer/Shutterstock.com

Sl CRMIN Coca-Cola localised its product line during
the Chinese New Year, with the 2023 Year of the Rabbit
flavour and can design specifically for the 2023 Chinese
New Year.

CLASBIC cLASSIC

Cattcls. Certll, ceagy

In India, Coca-Cola’s campaigns have frequently
celebrated local festivals, such as Diwali. For
example, the ‘Come Home on Diwali’ campaign
emphasised family reunions and the importance of
togetherness - key themes during the festival. This
cultural alignment enabled Coca-Cola to connect

F Photography R/Shutterstock.com

AETICEAEY Coca-Cola launched Coca-Cola No Sugar emotionally with Indian consumers, successfully
in Australia as a response to rising demand for healthier integrating into the country.

alternatives.
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In Japan, Coca-Cola demonstrated cultural
sensitivity by introducing products like Ayataka, a green
tea product to fit in with the long-standing tea-drinking
tradition in Japan. The company also introduced
smaller can sizes to accommodate local preferences
for portion control. These offerings catered directly to
Japanese tastes and consumption habits, enhancing
Coca-Cola’s acceptance in the market.

Sl CRNWVA (N Japan, Coca-Cola demonstrated cultural
sensitivity by introducing products like Ayataka and

introducing smaller can sizes.

Coca-Cola has also adapted its marketing strategy to
respect religious customs in the Middle East, particularly
during Ramadan. Coca-Cola focuses its advertising on
themes like family, community and gratitude, which
align with the values of Ramadan. Furthermore, Coca-
Cola avoids airing commercials during fasting hours,
ensuring that their marketing is culturally respectful and
considerate.

Questions

1 Describe the facts and characteristics of Coca-
Cola’s global business as it operates in the maturity
stage of the business life cycle.

2 Explain the modes of entry adopted by Coca-Cola
during its global expansion.

3 Explain why cultural sensitivity is an important
consideration for mature businesses during
expansion.

Winhorse/iStock Unreleased/Getty Images

In Mexico, Coca-Cola introduced the ‘Ciel’ water brand
in response to the growing concern for access to safe
drinking water. This product addressed health concerns
and showed Coca-Cola’s awareness of local socio-
economic issues.

I DCRMER Coca-Cola introduced its water brand in

response to the growing concern for access to safe drinking

water in Mexico.

Through these culturally adaptive strategies,
Coca-Cola has thrived in diverse international markets.
The company'’s ability to show respect for local customs,
preferences and cultural events has helped Coca-Cola
build strong relationships with
consumers in more than 200 -t
countries, maintaining its market ":
position and presence.

To read more about the history of
Coca-Cola and its global expansion,
go to the Coca-Cola company website.

Weblink
125 years of
Coca-Cola history

4 Analyse Coca-Cola’s modes of entry and cultural
adaptations for the different global markets
identified above using a SWOT analysis.

5 Based on the SWOT analysis of Coca-Cola’s global
expansion, interpret the trends and relationships to
draw conclusions about the potential implications
for a mature business expanding into new
international markets.

JRomero04/Shutterstock.com

Communication

Communication strategies are important in any market. In international markets, careful consideration
must be given to communicating in other languages. While English is often considered to be the ‘global
language’, the way a message is conveyed is as, if not more, important in international transactions as the
message itself. Translating the business name, products and key business messages also requires careful
consideration to ensure that cultural blunders are avoided. One strategy for this is to hire a native speaker
or a professional translation agency to ensure the entry into new markets is smooth and to reduce the risk
of alienating stakeholders, damage to the business reputation or even prosecution.
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Blunders in expansion

1 KFCin China: In 1987, KFC set up its first outlet
in mainland China. Its famous ‘finger-lickin’ good’
slogan was translated into Chinese characters that
actually meant ‘eat your fingers off’. The slogan was
changed once the mistake was realised, and today
there are more than 900 KFC restaurants in China.

2 Pepsiin China: Pepsi faced a significant translation
mistake when introducing the slogan ‘Pepsi
brings you back to life” in China. The slogan was
interpreted as ‘Pepsi brings your ancestors back
from the grave’, which led to confusion and an
unintended association with resurrection.

3 Parker Pens in Mexico: Parker Pens attempted to
market its leak-proof pens in Mexico by stating that
they would not ‘embarrass’ users. But the Spanish
translation mistakenly used the word ‘embarazar’,
which means ‘to impregnate’. The resulting
message suggested that the pens ‘would not leak
and would make you pregnant’.

4 Braniff Airlines in Mexico: Braniff Airlines
promoted its leather seats in Mexico with the
slogan ‘Fly in Leather’, but the phrase conveyed the

y e

BEREE

dtldn b

meaning ‘Fly Naked’ when translated into Spanish.

The airline no longer operates, but, while this was

considered amusing at the time the confusion

meant the campaign missed the intended luxury
message for the airline.

5 Electrolux in the United States: Electrolux, a
Swedish vacuum manufacturer, ran a campaign in
the United States with the slogan ‘Nothing sucks
like an Electrolux’. Although the message intended
to highlight the vacuum'’s strong suction power, the
word ‘sucks’ in English slang implied poor quality,
leading to an unintended negative perception
among American consumers.

These examples demonstrate how crucial it is for
companies to understand cultural contexts, language
nuances and local sensitivities when expanding into
international markets. Missteps in translation or
cultural awareness can turn a promising campaign into
a significant setback, emphasising the need for proper
localisation and the importance of researching and
understanding countries before global expansion.

iStock.com/Loveguli

HEDICKAEA Appropriate translation of business names and slogans is
important when expanding into global markets.

Etiquette

Etiquette refers to those behaviours that are accepted or considered polite in a particular culture, profession or
group. When doing business in new markets, it is important to consider and behave according to the standards
of etiquette in the country of expansion. In Australia, a firm handshake, direct eye contact or a polite kiss on
the cheek may seem common practice as a greeting, but any of them could be considered offensive to a foreign
colleague or client (Figure 3.20).
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Communication etiquette
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FOVCEWAN Researching and respecting business etiquette is important when expanding into new
global markets.
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China

X4

R PIERFPANEINTELIY Researching and respecting business etiquette is important when

expanding into new global markets.

Data source: ‘Business etiquette around the world’, ctbusinesstravel.co.uk, May 2015.
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Political and legal systems

Like culture and etiquette, the political and legal systems can vary significantly from country to country. A business
that is expanding globally must ensure it is aware of and abide by the rules and laws of a new country, not just
apply those it is used to in its own market. It is important to investigate how laws or business regulations can affect
the viability of the product or success of the expansion before choosing a new global market. Consulting with
legal professionals in the country for expansion can help to ensure areas such as intellectual property, taxation,
employment regulations and consumer protection are appropriately managed and upheld.

Logistics

The practicality of doing business in new markets must also be considered before expansion.The proximity of
the new location to the manufacturing location, time zone differences for communicating between locations, the
implications for getting products or services to the new market, and how goods are moved within the country
should all be considered before committing to that market.

QUESTIONS 3.1

1 Explain why researching and understanding a new market is fundamental to expansion.

2 Explain the impact operating and external environmental factors have when expanding to a global market.

3 Discuss whether the internal environment needs consideration in the strategic planning of a business intending
to expand.

Expansion strategies
Key learnings

You will learn about the strategies a mature business adopts to expand into new global markets by examining
expansion:

* through vertical and horizontal growth

 through developing a niche market

 through exporting

* through innovation

* driven by research and development

* driven by emerging technologies.

Vertical and horizontal growth

First published by Harvard Business Review in 1957, the Ansoff matrix, or ‘product—market matrix’, is a strategic
planning tool used to help a business identify opportunities to grow its revenue.

The growth strategies are categorised into four main areas:

* market penetration — this strategy focuses on expanding sales of existing products in the existing market; for
example, price drops, marketing campaigns and increased customer service

* market development — this strategy focuses on putting an existing product into an entirely new market; for example,
opening a new store in a new location or country, or expanding to sell online as well as in a physical location

*  product development — this strategy focuses on introducing a new product into the existing market; for example,
designing a new, environmentally conscious product to meet the changing needs of consumers

* diversification — this strategy focuses on entering a new market with a new product or service; for example, expanding
the scope of the current business into an unrelated market to widen the reach of goods and services offered.

To use the matrix, a business brainstorms options for growth into each of the quadrants and then examines
the risks of each before deciding which strategies to pursue. The least risky is generally considered to be market
penetration. For example, Coca-Cola has utilised growth strategies across all of the quadrants over time to
continue to expand its offerings, grow into new markets and become the most well-known brand in the world.

Follow the link found on Nelson MindTap to look at the revised Ansoff matrix, featuring nine strategies.
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I CEWYY Coca-Cola continues to experience increased revenue by utilising different growth strategies.
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Radu Bercan/Shutterstock.com; iStock.com/NoDerog; Richard Levine/Alamy Stock Photo
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QUESTIONS 3.2

1 Explain why strategic planning needs to be an ongoing strategy for businesses and not just a start-up or ideation
(development) tool.

2 Explain why businesses need to adopt growth strategies in the maturity stage of the business life cycle.

3 Discuss why the Ansoff matrix has been adapted, and what the value of the newer version might be in
comparison with the original matrix.

4 Brainstorm examples of specific strategies that could be utilised for expansion in each of the four quadrants of
the Ansoff matrix.

5 Analyse each of the four strategies to evaluate and rank the level of risk of each quadrant.

As well as planned growth, there are times when business growth occurs unexpectedly or rapidly. This
means that staffing, production levels or customers of a business increase greatly over a short period of time
without a planned strategy or strategic intent. This is not considered the norm, and, in general, businesses
need to actively seek out new opportunities to grow. Regardless of what opportunities a business pursues for
growth, it must adopt strategies that reflect the goals and objectives as determined by whether it is seeking
to grow the business horizontally or vertically.

Sergey Nivens/Shutterstock.com

SR WEY \Well-executed strategies ensure a business achieves its desired
goals and/or objectives.

Vertical growth

Vertical growth in a business focuses on existing customers. The objective of the business is generally to take

a greater share of the profits from the market it already exists in through increased sales opportunities or by
taking over processes such as production and distribution that it may not currently manage. In vertical growth,
a business often adapts its current goods and services or creates new products to appeal to its current target
market. For example, a lunch restaurant that extends its hours to offer dinner to its existing target market and in
its present location is expanding vertically.

Vertical growth can also be seen in supermarkets. Many products sold on supermarket shelves now carry
either the private label of the supermarket chain or a ‘phantom’ label owned by the supermarket. This vertical
growth strategy has allowed supermarkets to increase their profit margins since many private labels have
significantly lower manufacturing and distribution costs than the branded competition.

Strategy: the means by which a business sets out to Vertical growth: the adaptation of business products and
achieve its desired goals and/or objectives services to increase sales revenue from the existing market
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HEV WML Private labels like those pictured and FENICRMAY Business growth is necessary to maintain
phantom brands increase the revenue opportunities in viability and profitability of a business.

supermarkets such as Coles and Woolworths.

Horizontal growth

‘When a business increases or expands its geographical reach by selling its existing products and services to new
customers in new locations, it experiences horizontal growth. This means a successful product, service or business
model is replicated in a new market or sector. It may mean simply selling the product in a new market, or a
slight adaptation of the existing product to bring more revenue to the business, or it could be the acquisition of
other businesses.

An author who has their work translated into a number of different languages experiences horizontal growth
by making one product accessible to new markets. Horizontal growth can also be seen in technology companies
that leverage a successful product or model into new markets. For example, apps such as Uber, Uber Eats and
UberPool use the same type of mobile technology to change the way customers engage with everyday services,
and have already successfully disrupted the taxi and food delivery industries.

A business may also plan to grow both horizontally and vertically at the same time, expanding its product
offering and geographic reach to ofter a new product to a new market outside its existing business.

QUESTIONS 3.3

1 Explain what business diversification is and why it is important to businesses in the maturity stage of the
business life cycle.

2 Explain the difference between horizontal and vertical growth strategies.

3 Identify the type of growth experienced by the business in each of the following situations:
a Amazon’s introduction of Amazon Prime
b Toyota’s introduction of the Prius model
¢ Apple’s introduction of the Apple Store.

4 Explain whether the strategies in the Ansoff matrix would be considered horizontal or vertical growth. Why is
deciding the type of growth important in strategic planning?

5 Compare the characteristics and risks of vertical and horizontal growth to analyse the implications of the two
different types of growth. Make a decision on which type of growth you think poses the greater risk to businesses.

Horizontal growth: the replication or expansion of a business product, service or model into new markets or industries
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GAINING INSIGHT 3.8

Floating Images: Ipswich business captures niche market

Floating Images Hot Air Balloon Flights was created
and established in 1998. Operated by Graeme
and Ruth Day, it is south-east Queensland’s only
balloon operator that offers a unique opportunity
to combine a city and country balloon flight over
the Greater Brisbane region encompassing the
heritage city of Ipswich, the Scenic Rim region and
Somerset countryside. It is the first and only balloon
operator servicing the Ipswich, Scenic Rim and
Somerset regions.

Circumstances can lead you to be doing things
that you didn’t think you would be doing and in the
1980s, when studying for an associate diploma of
agriculture at Gatton, Graeme Day had no idea
how much that study would help pave the way

Floating Images, Greg Sullivan

HENCREFLY Floating Images Hot Air Balloon Flights
is south-east Queensland’s first and only Australian

Tourism Accreditation Program (ATAP) accredited hot air
balloon operator.

for his future career as a hot air balloon pilot.
While travelling through France and Germany
with friends, Graeme had an opportunity to help

the crew of a balloon company: ‘| worked for that
company for six months as crew and in that time
there were discussions; they needed another pilot.’

Graeme, who was working on a British passport,
was asked to train as a pilot, provided he would hang
around to work for the company. He spent six years
piloting balloons through the skies above France.

Graeme remembers, ‘Spring, summer and
autumn in Alsace, but in wintertime we used to do
flights over the French Alps and they were three- to
five-hour flights sometimes.

| knew that | could make a business out of
this. | saw other people doing it ... People are
normally doing balloon flights because it's a
celebration of life. Be it a birthday, anniversary,
wedding or proposal ... People want to celebrate

of those memorable experiences that they
want to tick off their bucket list. It's their life
experiences list.’

This special-occasion business combined with
the trend away from materialistic gifts towards
experience gifts, means that, with only about
20 commercial hot air ballooning operations in
Australia, Floating Images successfully continues
to bring tourists to Ipswich and boost the wider
economy. ‘We're looking at the next five years and
the future. I'm fluent in French and have studied
over the years conversational Japanese and
Chinese to converse with the traveller market’,
Graeme says.

Source: Shannon Newley, ‘Ipswich business with niche market
floating high’, The Queensland Times, 25 September 2017 © The
Queensland Times Pty Limited 2019.

some aspect of their life through something
special and ballooning is considered as one

Questions 4 Based on the SWOT analysis of Floating Images,
interpret the trends and relationships to draw
conclusions about the potential implications for a
niche market mature business.

5 Using the criteria stakeholder satisfaction and
competitiveness, evaluate if a
niche market could be developed :‘,
or replicated in a new market &
or if this niche market is reliant
on the geographic location of
Floating Images.

1 Describe the competitive environment that Floating
Images exists in.

2 Explain the niche market that Floating
Images has developed inside this competitive
environment.

3 Create a SWOT analysis to analyse the strengths,
weaknesses, opportunities and threats of
expanding Floating Images beyond its niche market
in south-east Queensland.

Template
SWOT analysis
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A niche market is a small segment of the market that has a unique set of characteristics. It is a smaller market

that focuses on a specific demographic, product or service. A niche market can be strategically developed by an
expanding business or can evolve organically. Developing or servicing a niche market allows smaller businesses the

opportunity to compete with larger businesses that may already have the majority share of the mainstream market.

GAINING INSIGHT 3.9

Walker Seafoods Australia

Walker Seafoods Australia is an Australian-owned
and -operated seafood company based in Mooloolaba,
Queensland. It is the largest wild-caught tuna and
swordfish company, and the only Marine Stewardship
Council (MSC]-certified tuna company, in Australia.
Heidi Walker, owner and managing director, explains,
‘MSC is the global standard for wild-caught seafood
sustainability and is highly regarded in the US and
Europe’.

Walker Seafoods Australia is primarily known for
producing high-quality, export-grade product, which
is caught off the east coast of Australia, processed
in Mooloolaba, shipped to Brisbane, loaded onto
planes and distributed across the globe. Distribution
is mostly to the United States, Japan and Switzerland.
Despite air-freighting about 40 tonnes of product a
week, Walker Seafoods Australia cannot meet the
demands of the global market for its top-quality
product.

Its fishery, the Eastern Tuna and Billfish Fishery,
is a relativity small operation on a global scale and
the amount of MSC fish it catches will never meet
the demand of customers worldwide. This worldwide
demand for Walker Seafoods products took off
when the business secured MSC certification for its
yellowfin tuna, albacore tuna and swordfish. The MSC
works with scientists, fisheries, seafood producers
and brands to promote sustainable fishing and to
safeguard seafood supplies for the future. Businesses
choose to meet the standards of the MSC in order
to demonstrate the sustainability of their products.
The blue MSC label makes it easy to choose seafood
that has been caught by fisheries that care for the
environment.

When Walker Seafoods became MSC-certified, it
was able to tap into new markets, particularly within
the US and Switzerland, in stores such as Wholefoods
and Coop (the second-largest supermarket chain in
Switzerland). These strategic alliances with major
wholesalers opened many doors in the US and
European markets.

© Marine Stewardship Council © 2018 Walker Seafoods Australia

walker seafoods australia

CERTIFIED
SUSTAINABLE
SEAFOOD

MSC

WWW.msc.org

L TCReWIE \\Valker Seafoods Australia is the only
MSC-certified tuna company in Australia.

Walker Seafoods Australia developed a niche
market for its product by securing MSC certification,
and strategic alliances enabled it to enter markets
it otherwise couldn’t. Heidi Walker explains, ‘These
markets are very sophisticated, high-end markets in
wealthy countries that are prepared to pay a premium
for sustainably certified fish. Rather than competing
on a world stage with price, we wanted to offer a
premium, sustainable product that would be highly
sought-after.

While Australia initially lagged a little bit with MSC,
in the last few years there has been a major increase in
chefs taking interest in MSC and sourcing sustainably
caught fish. ‘Chefs were scared to use tuna, scared to
put swordfish on their menu, because they didn’t think
it was sustainable,” Walker said. Now Walker Seafoods
Australia supplies Neil Perry’s restaurant Margaret
Double Bay and Peli’'s at Noosa Marina.

Because of MSC certification, Walker Seafoods
Australia has had to meet the demands of its buyers
in relation to strict traceability and paperwork.

‘We find our customers in Japan and Switzerland
to be very particular when it comes to paperwork

Niche market: a small segment of the market that has a unique set of characteristics
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and follow-through. On our end we have had to be Obtaining MSC certification required a large
extremely compliant with their requests and ensuring financial investment; however, this strategy has
follow-through is precise and in a timely fashion’, enabled Walker Seafoods to expand both domestically -
explains Walker. in the restaurant trade within Australia - and globally,

exporting fresh whole fish on the same day they are
graded and packed at the facility in Mooloolaba. In
2024, Walker Seafoods also partnered with chef Neil
Perry to launch a new product line of preserved local
tuna for sale in Australian supermarkets.

Questions

1 Describe the business situation that led to the
expansion of Walker Seafoods Australia.

2 Explain the mode of entry that Walker Seafoods
used when it expanded into the global market.

3 Discuss if, and how, the strategies differ between
the domestic and global markets.

4 Explain the term ‘niche market’ and identify
the nature of Walker Seafoods Australia’s niche
market.

5 Using criteria, evaluate the success of the decision
by Walker Seafoods Australia to invest in MSC
certification.

© 2018 Walker Seafoods Australia

FHENICEWAEN  Heidi Walker, owner and managing
director of Walker Seafoods, was a finalist in the Tom

Burns Award for Women in International Business at the
2018 Premier of Queensland Export Awards.

Innovation for expansion

Competitive environments in both domestic and global markets require businesses to continually engage in
innovative practices and apply innovative theories or strategies to all four key business functions. As explained in
Chapter 5 of Business for QCE Units 1 & 2, innovation theories are applied to the product, process, marketing or
organisational methods of the business. When expanding into global markets, innovation is a necessary strategy to
maintain a competitive advantage and retain or grow a share of the market.

GAINING INSIGHT 3.10

HeliMods: Expansion driven by innovative practices

HeliMods, based in Caloundra, was launched in
2002 by Will Shrapnel. The Sunshine Coast company
transforms helicopters into elite emergency and
rescue aircraft and has grown to deliver products and
configurations in global markets including Australia,
Borneo, Antarctica, Europe and North America.
Through the delivery of innovative, world-leading
aerospace products and services, HeliMods takes
helicopters and does all the engineering and most of the
manufacturing to turn them into high-tech emergency
medical, search-and-rescue or disaster-relief machines
in Australia and around the world. In the same way other
companies transform vans into ambulances or police HIIERPAR HeliMods is recognised as a world leader
vehicles, HeliMods transforms helicopters. in helicopter modifications.

ID1974/Shutterstock.com
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After winning Sunshine Coast Business of the
Year, Telstra Queensland Business of the Year and the
Queensland Medium and Making Waves category in
2018, HeliMods was catapulted into the spotlight as
a regional champion of innovation. Recognised as a
world leader in the helicopter modification and special
missions space, HeliMods was also a finalist in the
Dermot McManus Award for Innovation at the 2018
Premier of Queensland’s Export Awards.

The company’s award winning continued in 2019
when Helimods won the Premier of Queensland’s
Regional Exporter Award and was inducted into the
Sunshine Coast Business Awards Hall of Fame.

In 2019, the Civil Aviation Safety Authority
(CASA] approved HeliMods as one of only six active
organisations in the world to receive CASR Subpart
21.J-approved design organisation status. Under the
Civil Aviation Safety Regulations, Subpart 21.J allows
approved design organisations to carry out design and
technical data approval functions, within the scope of its
approval certificate, without further reference to CASA
or other authorised persons. The CASR 21.J approval is
not just applicable to the civil aviation market, but also
can be exploited in acquiring, sustaining and operating
defence aviation platforms. The Defence Aviation Safety
Regulation airworthiness recognition process makes
CASR 21.J approval, and HeliMods' experience in rotary
wing major design change and supplemental type
certification, more relevant than ever. Obtaining CASR
21.J status adds to a long list of quality and certification
achievements for HeliMods and increases its scope for
further innovation and development.

The organisation now holds over 30 rotary wing
supplemental type certificates, more than any other
organisation in Australia, and is also AS9100D and
ISO 9001:2015 certified. These are the highest-level
quality-management system certifications in the
aerospace and defence industries.

In 2019, HeliMods also partnered with Ornge,
Ontario’s air ambulance service, to install its advanced
Powered Aero Loader (PAL™) stretcher system in
the fleet of AW139 helicopters. This system, which
facilitates the rapid and safe loading of patients into
aircraft, was progressively rolled out across Ornge’s

Research and development
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bases and fully operational by 2020. This world-first
powered stretcher-loading technology is helping to
improve patient outcomes and increase safety for
both patients and crew and continues to expand both
nationally and internationally.

In 2023, DRF Luftrettung, a major air rescue
organisation in Germany, secured the EASA
supplemental type certificate for the use of the PAL™
system in Europe, working closely with HeliMods
throughout the process. Dr Krystian Pracz, Chief
Executive Officer of DRF Luftrettung, stated, 'DRF
Luftrettung is cooperating with HeliMods to pave the
way for the use of electrohydraulic stretchers in
European air rescue. We are convinced of this innovative
system, because it not only benefits the patients, it also
enables the crews to work even more ergonomically.’
The installation on DRF Luftrettung’s H145 helicopters is
helping expand HeliMods' reach in Europe.

The business currently employs approximately
40 people at Caloundra, and continues to expand its
operations both locally and internationally. Its facility
is the only one of its kind in the southern hemisphere
and one of the most sophisticated in the world, pushing
the boundaries of what is possible and supporting the
helicopters used in life-and-death rescue missions.

>

Ceri Breeze/Alamy Stock Photo

EENICKKIN HeliMods' automated stretcher system can
be used for aircraft and road vehicles. This innovation allows

rapid loading of patients at the push of a button.

The activities that a business engages in to develop new services or products, improve existing services or products,
or evolve its processes are called research and development or ‘R&D’. R&D helps a business to find innovative ways

to improve, invent or gain a competitive edge. It is an important strategy to ensure that a business is sustainable,
keeps up with emerging technologies and maintains viability as future-ready. R&D activities are often designed
around finding new ways to reduce costs, increase productivity or generate new profit streams.

Research and development: the process by which a business develops new technology or improves existing technology to

improve operations
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The Australian Government provides an R&D tax incentive that encourages companies to engage in R&D
that benefits Australia. This incentive is a tax benefit for businesses to help oftset some of the cost of conducting
eligible R&D activities.

X+y= @

CORE R&D SUPPORTING
ACTIVITIES R&D ACTIVITIES

Core R&D activities are
experimental activities that

HYPOTHESIS EXPERIMENT

A hypothesis is a concept, An experiment is what you do
theory or idea that is tested by to test a hypothesis. An experiment

Supporting R&D activities
are activities that are

experimentation leading to is set up so that the relationship you can claim directly related to core
new knowledge. between relevant variables against the R&D tax R&D activities.
specified in the hypothesis incentive.

can be tested and proven either
right or wrong.

The Department of Industry, Innovation and Science, © Commonwealth of Australia 2018. CC-BY-3.0 licence

SR Eligible R&D activities are split into two categories: core R&D activities, which are experimental, and
supporting R&D activities, which do not have to be experimental but must have an immediate and directly supporting
relationship to a core R&D activity.

An R&D strategy depends on the size of the business. In small businesses, R&D tends to focus more on
product development because of budget limitations, while larger businesses may be able to dedicate more time
and resources to R&D to introduce new products as well as improve existing ones. For mature businesses,
an R&D strategy may also involve adopting a global approach to research and development. This means that
the R&D activities span many countries, cultures and languages, and can significantly enable organisations to
improve their innovation strategies.

GAINING INSIGHT 3.11

Twenty years of R&D to improve sleep

Re-Time Pty Ltd is an Adelaide-based company
that was incubated from a collaboration between
Samvardhana Motherson Group and Flinders
University in 2010. The company’s first product,
the Retimer, was designed to help people re-time
their body clocks and improve sleep. Initially, the
business set out to develop a solution to help
thousands of people improve their sleep. Since
1987, Professor Leon Lack and Dr Helen Wright
from Flinders University had been researching
and developing the world’s first wearable green-
blue light therapy device - a product that would
deliver an alternative to sleep-assisting drug
therapy via wearable technology.

Over the course of two years, seven
engineers, two ophthalmic experts and two
sleep psychologists designed an ergonomic
wearable device called Re-Timer. It took four
design iterations and 160 logged design changes
before it was released to market in November
2012 by the University-owned business.

Designed to redefine the way the world
experiences sleep & wakefulness, retimer 3
comes with a mobile app that integrates with
Apple Health and Android Health Connect, for
a simple method to manage, monitor and align
their circadian rhythm (body clock] with their
lifestyle challenges like jet lag, odd working
hours, inability to sleep or get up on time, and
poor sleep in general.

Demand for the technology continues to grow
and it has won accolades from a variety of users -
everyone from late night nurses who struggle
with shift work through to professional athletes
like the Socceroos who play internationally and
experience disrupted sleep patterns due to
overseas flights.

‘We're a continuous development business ...
Every time we get an R&D cheque it goes
straight into the R&D bucket. It's a continually
rolling R&D strategy.’

Source: ‘Re-Time: An R&D journey that'll put you to sleep’,

Re-Time Pty Ltd has continued to invest in R&D
and in August 2024, launched a new Kickstarter
campaign for the retimer 3.

Department of Industry, Innovation and Science, 6 June 2018
© Commonwealth of Australia 2018. CC-BY-3.0 licence
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© 2019 Re-Time Pty Ltd.

EENICRRYE Re-Time Pty Ltd had many challenges turning its prototype into a commercially viable product.

Wearable sleep technology

The Re-Timer device improves
sleep by emitting blue-green 20+ Clinical research trials

light at a specific time of day

Over 200,000 people have
OO used the Re-Timer device;

e 'ﬂﬂﬂﬂﬂﬂﬂ' from shift workers to elite
athletes

AfmBOop2YzZBy4lQVLp-QKXIgloxFIB604aMtdMSoX9Qo8SBhIEDYuHL

Re-Time Pty Ltd. ‘About Us, https://www.re-timer.com/

The light helps to align our ‘body @" %
clock’, or circadian rhythm é) Over 25 years of R&D &
b :
[ [TCRREN Key feature of the retimer app
Questions
1 Describe two environmental factors that led to the 3 Explain why R&D initiatives are so important to
development of Re-Time Pty Ltd. innovation and a business remaining competitive in
2 Explain the concept of ‘research and development’ the global market.
using examples from Re-Time Pty Ltd. 4 Use the criteria of effectiveness and stakeholder

satisfaction to evaluate the success of Re-Time's
decision to invest in R&D as an expansion strategy.
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The continuing evolution of technology, and increased access to it, also drives R&D, with many industries
now globalising their R&D strategies. This then drives expansion through tasks that are performed in
global markets, including the establishment of R&D centres around the world. An example is the Ford
Motor Company, which is investing more in R&D in Australia than any other motor vehicle manufacturer.
It invested $2 billion between 2010 and 2016 and the US head office signed off on a $500 million research and
development program for Australia in 2019. In 2021, it was announced that Google planned to invest $1 billion
into research and development in Australian infrastructure to build a stronger digital future for all Australians.

New product
development

JAN

Absorption
of new
technologies

R&D and
innovation

Commercialising
mature
technologies

Enhance

existing
products and
services

New process
development

Process
intensification

o

FEIERERIY R&D and innovation investments can give businesses a competitive edge through new and improved

technologies, processes and products.

Emerging technologies

Businesses that invest in research and development and that strive for innovation will develop, utilise or
encounter emerging technologies. These technologies are important in business diversification and expansion

as they are technologies that are considered to substantially alter the environment they will contribute to.
They are often described as breakthrough technologies that are likely to shape our lives in the near future.

In business, emerging technologies can disrupt industries, drive business growth, facilitate expansion and create

niche markets.

Emerging technology: a new technology with the potential to substantially alter the business and social environment
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Emerging technologies: Tesla

Tesla, founded originally as Tesla Motors in 2003 by
Martin Eberhard and Marc Tarpenning, with early
investments and support from Elon Musk, began
as a revolutionary electric vehicle (EV) company.
It initially aimed to prove EVs were practical and
desirable, launching the high-performance Roadster
in 2008. Over time, Tesla expanded its offerings,
introducing models like the Model S, Model X, Model 3
and Model Y, along with the Cybertruck and Tesla
Semi. Tesla also ventured into renewable energy
with products like the Powerwall, Solar Roof and
large-scale energy storage systems, solidifying its
leadership in sustainable innovation.

Tesla has defied the typical growth plateau
by leveraging emerging technologies to maintain
momentum. Emerging technologies, especially
artificial intelligence (Al), are critical to Tesla’s
strategy. The full self-driving software continuously
enhances vehicles post-purchase through over-the-
air updates. Integrating Al into its manufacturing
processes, Tesla has further optimised production

-

9780170484367
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efficiency within gigafactories, ensuring minimal
downtime and rapid output.

Tesla’s focus on emerging technologies supports
its strategic diversification into renewable energy
products like the Powerwall and Solar Roof to address
global demands for sustainable solutions. Tesla also
adopted a subscription-based revenue model for its
full self-driving software, generating recurring income
alongside vehicle manufacturing.

Sustainability remains central to Tesla’s mission,
with innovations in battery recycling and cobalt-free
batteries to deal with environmental concerns while
positioning Tesla as a leader in resource management.
These initiatives enhance the brand’s appeal amid a
rising push for clean energy.

Emerging technologies facilitate Tesla’s global
expansion, allowing for localised production in China
and Europe, which lowers costs and boosts efficiency
while adapting to local regulations. This blend of
standardisation and adaptability is vital for success in
global markets.

IR Tesla has defied the typical growth plateau during the maturity stage of the business life cycle by
leveraging emerging technologies to maintain momentum.
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The continual emergence of new technologies and innovations means a business must constantly evaluate its
activities and its strategic planning to re-evaluate its priorities and rethink how it uses technology to continue to
engage its audiences.

Technology develops faster than business can implement it, so being in a position to take advantage of emerging
technologies while they are beginning to trend helps a business keep its competitive advantage.

Most of the emerging technologies and innovations being adopted by businesses today mean that the customer
no longer receives a ‘one size fits all’ experience. Instead, technologies are aiming to transform all areas of
business into customised and personalised experiences.

GAINING INSIGHT 3.13

World Economic Forum: Top 10 emerging technologies of 2024

The 10 emerging technologies on this list published by the World Economic Forum were selected by a panel of
scientists and experts. They are technologies identified as having the potential to be disruptive by altering
deep-rooted practices or shaking up whole industries.

From top to bottom: iStock.com/Turac Novruzova, iStock.com/StudioBarcelona, iStock.com/Tania Bondar, iStock.com/Amin Yusifov, lukmanhakim/Shutterstock.com,

YasnaTen/Shutterstock.com, Papipo/Shutterstock.com

(10 NUCH 225,

Generative Al for science

Artificial intelligence (Al) that
accelerates scientific research by

proposing and testing hypotheses itself.

Sustainable elastocaloric
cooling

Cooling technology using elastocaloric
materials (which change temperature
when stretched, bent or squashed)

to reduce environmental impacts of
traditional refrigerants.

Carbon-capturing microbes

Engineered microbes designed to

Perovskite solar cells

Advanced solar cells that are more
efficient and cost-effective than
traditional silicon-based versions.

Solid-state batteries

Next-generation batteries offering
improved safety, energy density and
longevity for electric vehicles.

Bioengineered food

New techniques to create food
sustainably, focusing on improved
nutrition and

- o
capture and store carbon dioxide. IR T o‘:
. . . To read more about the list of
Digital twin for health care Webli
ink

Digital replicas of physical health
systems for personalised medicine and
enhanced health-care outcomes.

Reconfigurable intelligent
surfaces (RIS)

Smart surfaces that enhance wireless

communication efficiency and coverage.

Sustainable aviation fuel (SAF)

Innovations in producing cleaner

emerging technologies, go to the
World Economic Forum Emerging

Top 10 emerging
technologies 2024

Technologies Report. This link can
be found on Nelson MindTap.

Source: Top 10 Emerging Technologies of 2024, https://www.
weforum.org/publications/top-10-emerging-technologies-2024/

Questions

1

Explain why being aware of emerging technologies
such as these is important for businesses to
remain competitive.

2 Explain what the implications could be for a business
fue.l fo.r aviation to reduce carbon that doesn’t embrace emerging technologies.
SIS, 3 Discuss whether all businesses need to progress
with technology to remain competitive. Explain why
Al-enhanced medicine or why not.
‘ discovery 4 Discuss which of these emerging technologies you
Using Al to develop pharmaceutical think i§ the most valuablg. Why’..7 Do you think this
:& A’ drugs and medicines faster, leading to also will be the most profitable in the market?
(1) quicker treatments and breakthroughs. 5 Create an advertisement to market a prototype of a

product utilising one of the emerging technologies
identified above.

9780170484367
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GAINING INSIGHT 3.14

Pixmoto: Introducing video commerce

The Pixmoto platform is an intuitive and interactive marketplace is poised to disrupt the outdated traditional
e-commerce experience that has opened an entirely product placement model.
new revenue stream for bloggers, publishers and With offices in Brisbane and in Boulder, Colorado,
retailers. Pixmoto is continuing to disrupt the way online content

In 2018, Pixmoto launched an interactive video translates to online sales and is playing a significant
recipe player to enhance the user experience by role in transforming the e-commerce landscape.
providing step-by-step instructions alongside Pixmoto’s innovation was developed with a retail
e-commerce links, making the shopping experience mindset and the goal of transforming the ‘shoppable
more immersive and convenient. video’ industry, and is fast becoming the go- to solution

This platform allows bloggers, retailers and for some of the world’s largest brands, publishers and
publishers to monetise video content by enabling bloggers. There’s no poking at screens or polluting the
in-video product placements and purchasing, video with tags or uninspiring overlays; instead, the
especially in the food industry. Pixmoto solution provides customers with the most

In 2024, Pixmoto launched on Culinary Wonderland. engaging video consumption and shopping experience
The introduction of this revolutionary brand-direct private in one.

Peoplelmages.com - Yuri A/Shutterstock.com

HEIIERELY Pixmoto brings video instruction and product placement together to enable in-video shopping.

ViDI Studio/Shutterstock.com

HECRERYA Ingredients and cooking equipment can be added to an online shopping cart while
watching an instructional recipe video.
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Key learnings

You will learn about the modes a mature business might adopt for entering into global markets including:

* understanding the need for a market entry strategy

* examining the different market entry strategies, such as exporting, licensing, international agents and
distributors, strategic alliances, joint ventures, overseas manufacturing and sales subsidiaries.

During the strategic planning for expansion, as well as analysing the environmental factors, a business needs
to consider its mode of entry. This is its planned strategy or process to establish the delivery of its goods or
services into the new market. A business may adopt the same mode of entry for all global markets or may choose
to utilise different strategies for each global market.

Financing the market entry strategy can be costly and, depending on the size of the expansion plans, the
expanding business may need to seek partnerships, investors or loans to support and to fund its expansion. As
explained in Chapter 7 of Business for QCE Units 1 & 2, financing can occur through equity or debt financing.
In expansion, the business must ensure its cash flow, cash reserves and available capital align with its mode of
entry costs. Financing strategies will be explored further in the next chapter.

The common strategies for market entry that a business can adopt in global expansion are grouped into three formats:
* movement of goods and services between countries — for example, exporting, importing and trade
* contractual agreements to facilitate entry to other countries — for example, licensing, franchising, strategic

alliances and joint ventures
* development of strategies and operations in other countries — for example, through outsourcing and

offshoring, subsidiaries and foreign direct investment.

Importing and exporting

When goods or services are sent between countries, they are being imported and exported. Businesses that
export their products manufacture the products in their home country and then send them off to be sold in
another country. Importing and exporting are usually an entry-level introduction to global expansion and
international business activities. Generally, starting an import or export operation doesn’t require a large capital
investment because the operations remain in the home country.

International trade

Exports Imports
The top five exporting partners The top five importing partners
for Australia were: for Australia were:
Australia’s 1 China $218801 m 1 China $108137 m
top trading partners 2 Japan $90160 m 2 United States of America $65107 m
(A$ million) 3 South Korea $43662 m 3 Japan $30548 m
4 India $35195m 4 South Korea $27319m

5 United States of America $33566 m 5 Singapore $23957 m

These five countries made up 62.8% These five countries made up 48.4%
of Australia’s total international trade  of Australia’s total international

in exports in 2023. trade in imports in 2023.

FEITCRIEY Australia’s top import and export partners according to the value of goods (in millions of Australian
dollars), 2023

Export: to manufacture products in a home country and then Import: to bring a good or service into one country from
send them to be sold in another country another for processing, sale or distribution
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Sustainable exporting

In May 2015, Dr Oetker, a German-based family-owned Queen has undertaken and continues to commit
company, acquired Queen Fine Foods, a leading vanilla to a range of sustainable initiatives. It pioneered
essence and food-colouring brand within Australia the large-scale organic certification of vanilla in its
and New Zealand. Founded in Brisbane in 1897, closest producing neighbour - Papua New Guinea -
Queen Fine Foods Pty Ltd (Queen) is an iconic brand to add further value to its crop. It also established

in Australia. Providing vanilla extracts to Australian the now Fairtrade International-certified Vanilla
kitchens for 121 years, it expanded beyond its humble Growers Association in Vava'u, Tonga, after funding a
origins in vanilla essence to become a modern baking rehabilitation project of vanilla in that country.

brand that offers over 100 individual items. Its flagship
vanilla and vanilla-related products, which include
extracts, pastes and concentrates, are used far

and wide by chefs in five-star restaurants in Japan,
Germany and the US, as well as by mums baking for
their families in Mount Isa, Queensland.

Queen has strategically grown its export markets,
assisting this growth, unlike many of its international
peers. Queen not only calls on its unique vanilla
extraction techniques for a competitive advantage, but
has also benefited from its flexibility in producing a
wide range of retail package formats, such as tubes,
jars and bottles, vertically integrated via in-house
blow-moulding of PET plastics. Complementing
these manufacturing advantages, Queen has a deep
understanding of the vanilla industry, its growers and
their requirements for a sustainable future.

© Queen Fine Foods

HEIIERKEN The diverse products produced by Queen
Fine Foods are exported and distributed around the

world to meet the needs of different markets.

Licensing

In global expansion, licensing means that a contractual agreement is in place that allows one business to use
another business’s intellectual property (IP). This means they are purchasing a licence to use patents, brands,
designs or business knowledge in another market or country. Licensing allows a business to enter a foreign
market with a limited risk, and international licensing means that a business in one country allows another
business in another country to use its IP.

As explained in Chapter 7 of Business for QCE Units 1 & 2, franchising is a form of licensing that allows a
business owner to operate a business model as an ‘alter ego’ of the parent company. Franchising can be utilised as
an entry strategy or as a growth strategy into new markets. McDonald’s is an example of a global franchise where
each new store or market entry is owned by a local business. The local business pays McDonald’s franchise fees,
and in turn receives the necessary branding, equipment and how-to operational procedures.

In licensing and franchising, the branding and operating standards are usually carefully monitored and there
is limited ability to modity the franchise. In Australia, when a licensing agreement for a new market is being
formed, it may be exclusive or non-exclusive.

Licensing: a contractual agreement that allows a business to use the intellectual property (IP) of another business
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Exclusive licences

An exclusive licence is the most common form of licensing adopted by Australian businesses. This type of
licence allows an Australian business to commercialise its IP and sell it to new domestic and international
markets. An exclusive licence generally means that the licensee is given the rights to use the IP of the brand to
the exclusion of all others. This also excludes the licensor from entering the market of the exclusive licensee.
As with all contracts, there can always be exceptions, adjustments and restrictions to the licensing. An exclusive
licence with an exception is called a sole licence. For example, the licensing could be restricted to a product,

field or geographical area within the market.

GAINING INSIGHT 3.16

Licensing: Hal Leonard Australia Pty Ltd

Hal Leonard Australia Pty Ltd, founded in 1995, is

a subsidiary of Hal Leonard Corporation, founded
in 1947. The Hal Leonard corporation is the world
leader in the print music industry. Selling products
in more than 65 countries around the world, Hal
Leonard Corporation represents in print some of
the world's best-known and most respected artists,
including The Beatles, Taylor Swift, Coldplay, Adele,
Billie Eilish, Justin Timberlake and Stevie Wonder,
as well as the music of Irving Berlin, and Rodgers
and Hammerstein.

In January 2002, Hal Leonard Australia Pty Ltd
established its Licensing and Hire Department, which
handles the promotion and performance licensing
of a wide catalogue of musicals, plays and classical
works. In late 2010 the company acquired AMPD (All
Music Publishing & Distribution; previously Allans
Publishing), reinforcing Hal Leonard Australia as a
driving force in the print music and theatrical licensing
markets in Australasia. These licences have reinforced
Hal Leonard Australia as a driving force in the print
music and theatrical licensing markets in Australasia.

PA Images/Alamy Stock Photo

iStock.com/Trigga

IR WA Hal Leonard Australia stocks more than
40 000 products including printed music of the world's
best-known artists like Taylor Swift.

SRR AR The Hal Leonard Australia Pty Ltd
Licensing and Hire Department handles the licensing of
musicals, plays and classical works.

Non-exclusive licences

Unlike an exclusive licence, a non-exclusive licence means that, even though the licensee has been given the right to
use the IP in a market, they may not be the only licensee. This means the licensor may choose to also enter the market
and exploit the same IP, or sign any number of other licensees in the same market.

As well as exclusive and non-exclusive licences for goods and services, businesses may adopt an open-source
licence. This kind of licence applies to computer software, and it specifies that the source code of the software is
freely available so that other software developers may base their own software on it. Software produced in this
way must also be open source, or freely available.

Licensee: the person or business that holds a licence to
conduct approved business activities or operate a business
under a licensing agreement

Licensor: the person or business with the legal rights over a
business who then gives, sells or otherwise enables another
person or business a limited right to use the business’s IP
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Opmantek software: Open-source and commercial licence, disrupting the
network management and IT audit industries worldwide

Opmantek develops enterprise-class,
multi-award-winning software that helps IT teams
audit IT environments, detect faults, review current
and historical network performance, and predict where
future failures are likely to occur.

Opmantek was originally a Gold Coast-based
start-up, founded by Danny Maher in October 2010 after
buying the rights for network management information
system (NMIS) software from a New Zealand company
and recognising the opportunity for commercialisation.

The software is now used by over 130000
organisations worldwide to manage some of the
world’s most complex IT environments, including some
of the largest telecommunications carriers, managed
service providers and banks.

Opmantek is a world leader in the fields of artificial
intelligence operations, IT infrastructure management
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and audit software, and was the 2018 Australian
Exporter of the Year for Digital Technologies.

Opmantek increased its global market penetration
dramatically with over 2000 global partners who represent
Opmantek products in addition to online sales. With a new
organisation implementing an Opmantek product every
six minutes, many believe Opmantek to be the fastest-
growing enterprise software business in the world.

NMIS and Open-AudIT have been distributed
under an open-source licence, disrupting the network
management and IT discovery/audit industries,
and are being implemented by tens of thousands of
organisations globally.

In 2022, FirstWave Cloud Technology acquired
the network management, automation and IT audit
software provider Opmantek in a deal valued at
$62 million.

ST XRYE Opmantek's Network Management Information System (NMIS) solution is sold in 178 countries and has
customers including Microsoft, Telmex, Claro, NextLink and NASA.

International agents and distributors

In some countries, particularly those in Asia, a local partner is commonly considered to be an essential
requirement. These local partners can act as an international agent or as a distributor. Contacting a country’s
economic development agency can help a business navigate its global expansion, and often there are financial
grants and incentives available for bringing an economic boost to a new region.
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JELICERRN Understanding the roles of agents and distributors helps an expanding business to choose the appropriate partner.

Agents do not take ownership of goods but act as a
representative of the supplier.

An agent is generally paid by the exporter based on a
commission of sales value generated.

The exporter receives orders for customers from the
agent but then delivers goods or services directly

to customers, invoices the customers, and collects
payments from the customers.

The exporter is also responsible for setting the selling
price, although the agent will likely provide input on local
market conditions to help the exporter decide on pricing.

Agents are generally based in the export market and often
represent several complementary product or service lines.

They may operate on an exclusive basis, as the sole agent
for a company’s goods or services in a specific export
market, or as one of a number of agents for the exporter
in that market; that is, on a non-exclusive basis.

A distributor buys goods and then resells the goods to local end
users who may be retailers or consumers.

In some cases, the distributor may sell to other wholesalers who
then sell to local retailers or end users.

Distributors may carry complementary and competing lines and
usually offer after-sales service.

Distributors are paid fees by adding a margin to products, and their fees
are higher than those of agents because they usually carry inventory,
extend credit for customers, and are responsible for marketing.

As a distributor has more responsibilities in selling a product in a new
market than an agent, they require a higher margin. This may impact

on the price of the product; businesses need to absorb the distributor
margin otherwise pricing to the end customer will be too high.

Some exporters find that they are unable to use a distributor as
their profit margin is too small to provide enough margin for the
distributor and a competitive price for end users.

Source: www.austrade.gov.au/Australian/Export/Guide-to-exporting/Agents-and-distributors. © Commonwealth of Australia 2018 CC-BY-4.0 licence.

The definition and responsibilities of agents and
distributors can vary depending on the country or
industry, so support from a government department
or economic agency can be beneficial in expansion
operations.

Strategic alliances

Strategic alliances are partnerships that allow
businesses with complementary skills to benefit
from one another’s strengths. The businesses pool
resources and share the costs of manufacturing and
distributing new products and services.

A strategic alliance enables a business that wants
to gain a new area of expertise or access to new
technology or markets to partner with another
company that would benefit equally from the
partnership. Strategic alliances often have a limited
scope and function.

AAP photos/EPA

ENICREAN Airlines form strategic alliances to give them
access to a wider share of the market.

Strategic alliance: a partnership between two businesses that benefit equally to gain access to a new area of expertise,

new technology or a new market
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HubSpot and TikTok form strategic alliance to boost Australian

business growth
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QA NLCRENYA HubSpot and TikTok have created a
strategic alliance to help businesses solve customer

acquisition challenges

TikTok, one of the fastest-growing social media
platforms, is known for its engaging, short video
content and extensive user base. With 8.5 million users
and 350000 businesses currently active in Australia,
TikTok has become a powerful tool for brand discovery
and community-driven engagement. HubSpot, a
leading customer relationship management (CRM]
platform, helps businesses to enhance their customer
interactions with tools for marketing, sales, customer
service and operations. It provides analytics powered
by artificial intelligence (Al], personalised campaign
management and extensive integrations.

Questions

1 Describe the business situation and environment of
both TikTok and HubSpot.

2 Describe the environmental factors that led to the
strategic alliance between TikTok and HubSpot.

Joint ventures

Together, TikTok and HubSpot aim to transform
how businesses attract and manage customers
by combining TikTok's audience engagement with
HubSpot's Al-powered analytics to help businesses
refine strategies, allocate resources efficiently
and close deals more effectively. This strategic
alliance tackles rising customer acquisition costs
and evolving consumer behaviour. With consumers
increasingly relying on platforms like TikTok for brand
discovery, businesses face the challenge of converting
engagement into actionable leads.

This strategic alliance combines TikTok's creative
platform with HubSpot's data-driven tools, offering
a streamlined way to turn audience engagement into
lasting customer relationships. It lets businesses
capture leads directly from TikTok ads and sync them
into HubSpot’s CRM in real time, ensuring immediate
follow-up, combining TikTok’s audience engagement
tools with HubSpot's capabilities. Businesses can
deploy lead-generating ads that automatically
sync into HubSpot's CRM, eliminating manual
data entry. These leads can then be nurtured with
tailored campaigns across email, social media and
SMS channels.

3 Explain how this strategic alliance enables TikTok
and Hubspot to enter into new markets.

A joint venture is an agreement between two or more companies to form a new business that is owned by
both parties. A joint venture can access assets, knowledge and financial resources without altering the parent
companies. Often, a joint venture is established for a specific project; for example, to:

o carry out research and development to create a new product

* provide a new service
* expand markets.

Each of the participants in the joint venture is responsible for profits, losses and costs associated with the joint
venture. But the venture is its own entity, separate from the parties’ other business interests.

Joint venture: a partnership between two or more businesses that pool resources and invest to create a new, jointly

owned business
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Joint venture: Google and NASA

In 2005, Google and NASA collaborated to establish a
research and development centre at NASA, focusing on
advancements in data management, supercomputing
and space exploration technologies. This joint venture
led to the development of tools such as Google Earth
and Google Moon, utilising NASA's satellite imagery
to enhance visualisation and provide educational
resources. The collaboration has also combined
Google’s technological expertise with NASA's space
exploration knowledge.

The companies have collaborated on the
design and launch of satellites for improved Earth
observation, weather forecasting and environmental
monitoring. Equipped with advanced sensors and
imaging technology, these satellites contribute to
a better understanding of our planet and provide

HEICREFAR The joint venture between Google and
NASA led to tools like Google Earth and Google Moon.

Tada Images/Shutterstock.com

Houston Chronicle/Hearst Newspapers/Getty Images

valuable data for various industries. Google’s
machine-learning algorithms, refined through this
partnership, have found practical applications in
fields such as image recognition and language
processing. Google and NASA have also developed
autonomous rovers with systems powered by artificial
intelligence, revolutionising the exploration of distant
planets. These rovers can adapt to dynamic terrains,
making real-time decisions and transmitting critical
data to Earth, thereby enhancing the efficiency and
insightfulness of space missions.

The joint venture has also fostered educational
initiatives, such as virtual space exploration tours
and online learning resources, aimed at inspiring
and educating students worldwide about space and
technology.

HENCRRAY The joint venture has led to the

development of virtual space exploration.

1 Explain the difference between a joint venture and a strategic alliance.
2 Explain why some strategic alliances have a limited scope or function.

Overseas manufacturing

‘When the rate of production, demand and location of distribution channels for a business increases, the business
must consider strategies to reduce costs and increase efficiency in order to meet customer demands. One common
strategy adopted by businesses in international or global expansion is to take business processes and manufacturing
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overseas. The relocation of business activities can be through outsourcing or offshoring. Reducing the operational
costs of activities that can be outsourced or managed offshore will enable a business to focus on its core business
and to invest any saved funds into marketing, R&D or other areas for improvement.

Outsourcing is a strategic decision to transfer certain activities in the business operations to external specialists
and strategic allies, while offshoring is the transfer of jobs to different countries to leverage an advantage such as
cost. Outsourcing typically focuses on cost-saving, and a strategic partnership involves a collaborative relationship
characterised by mutual benefit and sharing of expertise, resources and capabilities. This can contribute to the
competitiveness of both businesses, including maintaining brand awareness, market share and customer loyalty.

‘It is possible to outsource work but not offshore it; for example, hiring an outside law firm to review
contracts instead of maintaining an in-house staft of lawyers. It is also possible to oftshore work but not
outsource it; for example, a Dell customer service centre in India to serve American clients’ (diften.com).

The call centre in the latter case is not outsourced to a specialist business but rather is managed by Dell in a
different country.

iStockphoto/FangXiaNuo

HEPICRRYE Overseas manufacturing plants can reduce operational costs and
increase efficiency.

IELEREW] Comparison between offshoring and outsourcing

Definition Offshoring means getting work done in a different = Outsourcing refers to contracting work out to an
country. external organisation.

Risks and criticisms Offshoring is often criticised for transferring Risks of outsourcing include misaligned interests
jobs to other countries. Other risks include of clients and vendors, increased reliance on
geopolitical risk, language differences and poor third parties and lack of in-house knowledge of
communication. critical (though not necessarily core) business

operations.

Benefits Benefits of offshoring are usually lower costs, Companies outsource to take advantage of
better availability of skilled people, and getting specialised skills, cost efficiencies and labour
work done faster through a global talent pool. flexibility.

Source: www.diffen.com/difference/Offshoring_vs_Outsourcing

Outsourcing: a strategic decision to transfer certain activities Offshoring: the relocation of a business process or activity
in a business’s operations to external specialists performed in one country to another country, with either the
same or another business
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Arnott’s revival of Australian
manufacturing

Founded in 1865 by William Arnott, the Arnott’s
biscuit brand has grown from its humble beginnings
in Newcastle into a beloved icon of Australia’s snack
industry, renowned for quality and innovation for over
160 years. Today, Arnott's is bringing manufacturing
back to Australia and fuelling its growth with a new
multi-million-dollar, 45 000-square-metre green
manufacturing facility in Rowville, Victoria.

This state-of-the-art site is home to Good Food
Partners, Arnott’s division for healthier snacks
and cereals, making it one of Australia’s largest
producers of branded and private label cereals, muesli,
nutritional snacks and bars, with names such as
Freedom Cereals, Messy Monkeys, Sunsol, Heritage

Mill, Arnold’s Farm, Arnott’'s Treatles and Sam’s Pantry.

The plant is engineered with three distinct areas:

a dedicated allergen-free and extruded products zone,
an on-site R&D culinary centre that rapidly transforms
new ideas into products, and two integrated logistics
warehouses to streamline distribution.

Similar manufacturing projects often take five
years to complete, but this facility was built in under
two years, delivering unparalleled capacity, flexibility
and capability. The site is expected to produce 180
million muesli and protein bars, 40 million oat sachets
and 300 million bowls of muesli each year, supporting
its commitment to meeting the growing demand for
nutritious, high-quality snacking options.

Arnott's Group CEO George Zoghbi expressed
pride in the company’s renewed commitment to local

manufacturing and product innovation, emphasising
that the new facility positions the brand to adapt
quickly to evolving consumer trends. This investment
builds on recent strategic moves, including the
acquisitions of the Freedom Foods brand (now known
as Noumi) in 2020, Diver Foods in 2021, and Mother
Earth, Flemings and VP from New Zealand-based
Prolife Foods Ltd in 2024.

By reinvesting in local production and unlocking
new capabilities, Arnott’s is setting a benchmark
for the revival of Australian manufacturing, merging
its rich heritage with forward-thinking innovation to
secure its future in a competitive global market.

Glsun Mall/Unsplash.com

HENICRRAR Arnott's opened its new manufacturing
facility in Rowville, Victoria, expanding its product

capabilities.

Sales subsidiaries

A business that is owned and controlled by a larger company is called a subsidiary. A sales subsidiary sells the
products of the ownership company through its subsidiaries. A subsidiary is still a legal business entity and is
responsible for its own liabilities and operations. An overseas sales subsidiary is the establishment of marketing
and distribution through smaller businesses in new markets and locations, or by buying existing businesses to
market and distribute products for the parent company. For example, Nike Inc. has bought and sold a number
of subsidiaries. It still owns key subsidiaries Converse and Hurley. These brands enable the parent company Nike
Inc. to achieve a wider reach in the athletic and lifestyle market.

9780170484367



COLE HAAN

HENICRRAR Nike Inc. has bought and sold a number of subsidiaries to widen

market reach and expand into new markets.
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Starbucks

Starbucks, originally founded in 1971 in Seattle,
embarked on its expansion into Australia in 2000

with grand ambitions of replicating its global success

in other markets. Entering a market known for its
vibrant, independent cafe culture and a sophisticated
palate for quality espresso, the American coffee giant
initially struggled to capture local consumers. Its rapid
expansion, based on a standardised global model, soon
encountered stiff competition from well-established local
cafes that offered a more authentic and personalised
coffee experience. Early challenges included lower-than-
expected sales, customer dissatisfaction, and a growing
sentiment that the Starbucks formula did not quite
resonate with the uniquely Australian taste.

During the first seven years in the Australian
market, Starbucks accumulated $105 million in losses,
forcing the company to close 61 of the 84 locations.
Starbucks then dramatically recalibrated its strategy
by refocusing on key high-traffic locations such as
airports, shopping centres and bustling business
districts. This strategic retreat allowed the company
to reassess and adapt its approach, gradually shifting
from an aggressive expansion model to a more
measured, culturally aligned strategy.

Recent years have seen Starbucks invest in store
renovations, introduce localised menu items and
form partnerships with local suppliers to blend the
signature Starbucks experience with the local coffee
culture. Starbucks has established a more sustainable
presence in the competitive Australian market with
72 stores currently operating across the country.

Mike Kemp/In Pictures/Getty Images

SRR [N 2008, Starbucks had to close 61 of
its Australian stores, leaving only 24 stores that were
then sold in 2014 to The Withers Group, which also
owns 7-Eleven in Australia.

Evaluating modes and strategies of expansion

Stimulus one

Starbucks too hot (and expensive) for Australia

Massive US coffee chain Starbucks ended up with a ton of melted iced macchiatos when it tried to push into
Australia in 2000. Much like Target's failed leap to the Canadian market, Starbucks went Down Under with similar
naiveté — Aussies act the same as Americans, so why wouldn't their coffee drinking habits be the same?

Unfortunately, the local movement dominates the Australian coffee market and for those prone to visiting
chains, Starbucks proved to be too expensive. But the slow burn didn’t set in until 2008 when the caffeine peddler
suddenly closed 61 stores to the tune of a reported $143 million loss. Starbucks kept the faith until 2014 when
it handed over the remaining 24 stores to the Withers Group, which operates the 7-Eleven chain in Australia.

9780170484367
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Stimulus two . The West Australian news website to learn about the
~ : . .
Read the article titled ‘Why ": expansion plans of Starbucks in Australia in 2025.
there are almost no Starbucks Inquiry task
in Australia” on the CNBC Weblinks Read and view th il dvid ted |
website to learn about the CNBC i‘Fa{bucks ga and view .ear icles and vi tlaos pres.en edin
. article stimulus one to five to conduct an inquiry into the
updated status of Starbucks in . . . i
Australia expansion and failure of Starbucks in Australia.
' f;?(:é' Is:ir::tcrgﬁa 1 Identify and explain what strategies for expansion
Stimulus three Starbucks tried to utilise when moving into the
; Australian market.
2 ‘ The Guardian
}Nitcdh.th: w?eol. Why SIETEE Starbucks article 2 Use the information provided and your own
aredin Austrata. research to create a SWOT to analyse the Starbucks
a The West Australian 3 i
Stimulus four Starbucks article eI [Jolrin:

3 Interpret the findings of your SWOT analysis to
draw conclusions about the implications of the

> ] Starbucks expansion in Australia.
as Australians cut back on costly lattes by brewing at 4 Evaluate, using criteria, the strategies for

home’ from The Guardian website to learn about the expansion that Starbucks utilised in Australia that
financial status of Starbucks in Australia in 2024. were unsuccessful.

Read the article titled
‘Starbucks posts $5.8m loss

5 Create a short presentation or a one-page letter to

the CEO of Starbucks to recommend strategies for
Read the article titled ‘Starbucks announces the first of Starbucks to renew its presence in the Australian

12 stores will open in Perth by the end of the year’ on market.

Stimulus five

Key learnings

You will learn about managing and minimising the risks of expansion by examining:
* the role of risk management during expansion

» the importance of risk management during strategic planning

* the role of contingency planning as a strategy for risk management.

In all areas of business, understanding and considering the level of risk associated with an activity is a
necessary part of strategic planning. Whether it is the risks associated with the viability of a business idea, the
risks associated with workplace operations or customer safety, or the risks of global expansion, risk management
is a crucial business strategy.

When assessing risk, the business must consider two areas: the probability of implications from the
activity and the actual consequences should something go wrong. In order to prepare for risks that may
arise, risk management requires continuous and systematic processes to identify and manage any foreseeable
risks. In global expansion, many of the risks can be identified during a SWO'T analysis. This type of strategic
planning or forward planning is important as there are different kinds of risks associated with international
business and expansion. Risks can be more difficult to identify, changes can be more rapid than anticipated
and the implications or damages more significant if a clear risk management strategy isn’t in place.

Risk management: a process to identify, evaluate and understand the risk of business actions and decisions in order to
minimise, control or eliminate the impact of unacceptable risks
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1 Establish the context
for the basis of the risk
assessment and
management

7 Review and evaluate :
the effectiveness of the 2 Identify the
risk management plan, potential risks
updating or amending

where necessary

3 Assess the
possible severity
and probability
of occurrence

6 Implement and
follow the risk
management plan

5 Create a risk
management plan, 4 Analyse the potential
including a schedule risk treatment options
for control and
responsible persons

HEIIEREYN Seven stages of the risk management process

GAINING INSIGHT 3.22

Risk management process :‘1:

Read the article ‘Risk Management: 7 Steps of Risk Management Process’ to learn

about each of the stages in the risk management process. This link can be found on Weblink

Nelson MindTap. Risk management
process

Implications of global expansion can include issues such as a disruption to supplies and operations, loss of customer
or employee confidence, damage to market reputation, business failure, natural disasters, and changes in tax, public
opinion or government policy. While these risks are not exclusive to global expansion, when expanding operations
internationally the level of risk is heightened and the number of factors beyond a business’s control increases.

Contingency planning

As part of the risk management process, a business should also be engaged in contingency planning; this is also
sometimes referred to as creating a ‘plan B’. Having a documented contingency plan means that business owners,
managers and employees have considered and prepared for future events or circumstances that may significantly
affect their business.

Contingency planning: a prepared course of action designed to help a business respond effectively to a future event or
circumstance that may or may not happen
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Business Queensland outlines one approach to this, called the Prevention, Preparedness, Response and
Recovery (PPRR) model. This model is also used by Australian emergency management and focuses on saving
the business time and money by having plans in place to anticipate the impacts of setbacks, incidents and disasters.
The PPRR model puts plans in place to minimise losses in the event of an incident, and to anticipate possible
direct impacts to a business and impacts on key stakeholders, which may flow on to the business. The PPRR steps,
as explained by Business Queensland, are:

o prevention — take actions to reduce or eliminate the likelihood or effects of an incident
e preparedness — take steps before an incident to ensure effective response and recovery
e response — contain, control or minimise the impacts of an incident
*  recovery — take steps to minimise disruption and aid recovery (Figure 3.52).
Visit Business Queensland and investigate its risk management resources.

Recovery Prevention
/Mitigation

RISK

Response Preparedness

HEIERRYY Business Queensland suggests the PPRR model as one approach to risk management and contingency planning.

Fiedler's contingency model

Contingency theory or Fiedler’s contingency
model is a theory of leadership that Leadership behaviour
prescribes what type of leader will be
effective in particular situations and how
group performance will be affected by the
leader and situation combination. Fred
Fiedler was a psychologist who studied
leaders and leadership theories. In the 1960s
he introduced the concept of situational
variables and the theory that the effectiveness
of the leadership style of a leader or

manager is dependent on the situation. The

Relationship between

: A leadership style and Situational variables
contingency model states there is not one situation

best style of leadership but instead that the
situation decides the style of leadership and
will influence the behaviours of a leader

EENICREEN The three elements of Fiedler’s contingency
model: leadership behaviour, situational variables and the

Or Manager. relationship between style and situation
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Inquiry task: Planning and managing the risks of expansion

Ground Picture/Shutterstock.com

HOVCRRYA Strategic planning involves considering the risks associated with
modes of entry and expansion strategies before entering new global markets.

Austrade has developed a number of resources to help Australian businesses determine

whether their business is ready for exporting.
You are to visit the Export Markets section of the Austrade website and conduct an inquiry :‘o

into the risks of expanding into a new global market. b
Select an export market from the countries available on Austrade and view its profile. Weblink
Use a SWOT to analyse the strengths, weaknesses, opportunities and threats of a local Austrade - export
business from your region entering the global market you have investigated. markets
Interpret the SWOT analysis to identify the risks of expansion into the chosen country.
Using business criteria, evaluate an expansion strategy to minimise the risks of expanding to the country of your
choice.
Create a response in the form of a business letter, report or presentation to communicate your chosen expansion
strategy to the business owner. Outline your risk management and contingency planning to justify why this
strategy is most suitable for expansion.

Weblinks ® Risk management process (p. 87)
* Austrade (p. 54) ® Business Queensland — Risk management (p. 88)

125 years of Coca-Cola history (p. 58) ® Austrade — export markets (p. 89)

Ansoff Matrix (p. 62)

Top 10 emerging technologies 2024 (p. 74)
Agents (p. 80)

Distributors (p. 80) Chapter summary

Templates
® SWOT analysis (pp. 46, 54, 56, 66 and 90)

CNBC Starbucks article (p. 86) e Chapter 3 Domestic and global expansion (p. 90)
Why Starbucks failed in Australia (p. 86)

The Guardian Starbucks article (p. 86)

The West Australian Starbucks article (p. 86)

To access resources above, visit

:“: Nelson MlndTap cengage.com.au/nelsonmindtap
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Chapter 3 review

)
%<
This chapter introduced strategies used by mature businesses for domestic and global
expansion to ensure they remain competitive in the marketplace. You can demonstrate an Summary
Chapter 3

understanding of this chapter content by successfully responding to the following questions.

Domestic and
global expansion

3.1 Short response

1
2
3

ol

10

Explain the difference between domestic and global expansion.

Explain the challenges for a business in the maturity stage of the business life cycle.

Describe the competitive environment for online businesses looking to expand their delivery of products to
international markets.

Explain two common modes of entry for expansion into global markets.

Explain the relationship between strategic planning and risk management.

Explain why contingency planning is important when planning for expansion, and include one possible consequence
of a failure to plan.

Explain why some businesses would choose to expand into emerging markets rather than into those that are
advanced or established.

Explain the importance of research and development for Australian businesses wanting to remain competitive.
Explain why government agencies such as Austrade invest and provide so many resources to help businesses grow
beyond their domestic market.

Explain how expanding into a new market would give a competitive edge to a business owner in one of the competitive
markets listed below:

a optometry industry

b dairy industry

¢ car manufacturing industry

d insurance industry.

3.2 Extended response

1

Create a multimodal response of three to five minutes to explain three reasons why a person might be motivated to
expand domestically rather than internationally.
Using the inquiry process and the stimulus on the following page, create a written extended response in the form of a
business report to do the following:
a Describe the facts and characteristics of the Aesop business situation and environment.
b Explain the point of difference or competitive advantage that Aesop holds in the global :‘:
luxury skincare market. b
¢ lIdentify and explain three reasons why Australian skincare brands like Aesop expand into Template
global markets. SWOT analysis
d Using information from the case study, complete a SWOT analysis that identifies and
analyses the strengths, weaknesses, opportunities and threats of Aesop’s global
expansion strategies.
e Interpret the relationships and trends in your SWOT analysis to draw conclusions about the implications of
Aesop’s strategies as the brand continues to expand globally.
f Use the criteria of competitiveness and efficiency to evaluate Aesop’s current expansion strategies, and
recommend two alternative strategies that could further support its global expansion.
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Aesop

Aesop was founded in Melbourne in 1987
with a mission to combine botanical wisdom
with modern scientific innovation, creating
a line of skincare products celebrated for
their quality and design. Aesop quickly
distinguished itself in Australia through
minimalist packaging and a sensory
approach to self-care, appealing to
consumerswhovalued both aesthetic beauty
and effective performance. Its curated
portfolio spans skincare, hair and body care
products, each meticulously formulated to
provide both practical benefits and a refined
experience. Aesop experimented with
unconventional retail spaces, including an
underground venue in the St Kilda suburb of
Melbourne, which was the first location for
its instore experiences. Aesop combines botanical wisdom with modern scientific
As of 2023, Aesop has 400 points of innovation, creating a line of skincare products celebrated for their

sale across 27 countries, with each store  qguality and design.

thoughtfully designed to reflect Aesop’s

core identity while embracing local cultural

Katie Falkenberg/Los Angeles Times/Getty Images

influences. Collaborations with local designers and artists have further enriched these spaces, transforming the act

of shopping into an immersive journey of understated luxury.

Strategic investments have also played a role in Aesop’s expansion. A capital injection in 2010 helped fund its
growth, and in 2012 Aesop sold a 65 per cent stake in its business to Brazilian direct-sales cosmetics company Natura
Cosmeticos for US$71.6 million. This provided further momentum for Aesop’s international reach and, in December
2016, Natura Cosmeticos took full ownership of the Aesop brand. Despite these ownership shifts, Aesop has remained
committed to ethical practices - responsibly sourcing ingredients and employing eco-friendly processes that resonate

with health-conscious and environmentally aware consumers.

Internally, Aesop’s culture is as distinctive
as its products. Employees, known as
‘Aesopians’, follow a set of strict guidelines
that mirror the brand’s minimalist aesthetic.
For example, the exclusive use of black
Moleskine notebooks and pens, along with
a requirement for courteous greetings and
signoffs in all communications, exemplifies
the brand’s emphasis on order and precision.
This  disciplined  environment,  while
sometimes considered exacting, is integral
to maintaining the cultural alignment that
underpins Aesop’s innovative and refined
identity.

Through a seamless blend of innovative
product development, thoughtful design
and ethical business practices, Aesop has
grown from a modest Australian start-up Aesop promotes a culture of artisanship where each
into a globally recognised leader in luxury store is uniquely designed by local architects.
skincare.

Katie Falkenberg/Los Angeles Times/Getty Images
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COMPETITIVE STRATEGIES:

HUMAN RESOURCES AND
FINANCE

Along with strategies for expansion into new markets, to remain competitive a business must consider strategies
for each of the functional areas. A business in the maturity stage of the business life cycle must consider the
strategies for human resources management to ensure it attracts and retains quality staff in the widening
competitive environment. Finance strategies are implemented to ensure that the expansion pursuits of the
business are viable, sustainable and ethical. The management of these strategies is also important to ensure the
culture of the workplace as led by leaders and managers reflects the goals and objectives of strategic planning.
This chapter will provide you with the opportunity to:
* describe business facts and characteristics of the internal, external operating and macro
environmental factors that have an impact on human resources and financing
» explain the financing options for establishing global operations
* explain the development and maintenance stages of the employment cycle and the relationship between
human resources strategies and competitive markets
» analyse and interpret business situations by selecting data and information relating to financing and income for
expansion into a domestic or global market using Power Interest Grid (PIG) and SWOT analysis

Effectiveness —]

Triple bottom line — The employment * Development stage

Efficiency — cycle * Maintenance stage

Cost-benefit analysis — « Maslow’s hierarchy

Stakeholder satisfaction — The role of | o t}-rlf%erozrt;er(_;‘s two-factor
Competitiveness — e vailen izeries ¢ Locke’s goal-setting
theory

® Seligman’s positive
psychology model

Power Interest s Staff retention
Grid [PIG) Competl_tlve
:Ii strategies Employer of choice
SWOT analysis Diverse workforces
Fostering intrapreneurship

Leadership styles

Private equit
e Financial management

e — Ethical and sustainable
Money in capital decisions
markets Financial controls

® Exchange rates

® Processing international
transactions

* Hedging

Dividends
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relationships and trends in the PIG and SWOT analysis to draw conclusions about the implications

of expansion for a mature business

using business criteria financing options to make a decision and propose recommendations using criteria

° responses to

meaning to stakeholders.

(Source: Business 2025 General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority)

The analytical tools used in this chapter are:
* Power Interest Grid (PIG) analysis
* SWOT analysis.

Sum Yung Guys and Peli's Noosa: Success in domestic expansion

Sum Yung Guys, founded by Matt Sinclair, Michael
Rickard and Jeremiah Jones, is a popular Asian-fusion
restaurant in Noosa, Queensland. The team met
when they worked together at another popular Noosa
restaurant many years ago. When Matt Sinclair became
a finalist on MasterChef Australia in 2016, his interest
and popularity supported the creation of their first
restaurant together, and Sum Yung Guys was born.

The first iteration of Sum Yung Guys was
established in 2017 at Sunshine Beach. It quickly

U

TS

became a beloved institution on the Sunshine Coast
due to its bold Asian flavours, fun atmosphere

and excellent hospitality. As the restaurant moved
through its growth stages, it gained a reputation for
its innovative dishes, exceptional service, culinary
creativity and community involvement. All of these
have played a key role in sustaining customer
loyalty, with the restaurant continuing to attract
locals and tourists.

\
s |

Matthew Sinclair

Matthew Sinclair

RENICEYRY The success of Sum Yung Guys led to the domestic expansion of a second hospitality venue called Peli's

In 2019, the team showed its ability to pivot to
takeaway by creating a range of pre-made sauces to be

sold in local butcheries during the COVID-19 pandemic.

Sum Yung Guys was able to maintain its popularity
despite the external challenges. Sinclair explains
that to survive COVID, ‘suppliers became distributors,
and we were producing make-at-home curry sauces
to be sold in all the butchers, corner stores and food
distributors we would previously purchase supplies
from'.

By 2021, Sum Yung Guys had outgrown its
location and relocated to a larger venue in Noosaville,
capitalising on its growing popularity. The move was

9780170484367

very successful, and Sum Yung Guys continued to build
on its offering of a modern Asian dining experience that
focused on shared plates. Over the last seven years,
the team has developed a loyal customer base and
become a staple of Noosa’s culinary scene.

The entrance of Sum Yung Guys into the maturity
stage was marked by stable and predictable revenue
generation. In this phase, businesses typically
experience steady cash flow with minimal growth.
The team at Sum Yung Guys made strategic decisions
to ensure that operations remained efficient,
customer satisfaction stayed high and costs were
controlled.
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However, recognising the risk of market saturation the owners utilised the strategic benefits from
or stagnation in the maturity phase, the Sum Yung Guys commercial property choices and profits from Sum
leadership sought opportunities for further growth. Yung Guys to reduce the level of risk and debt financing
This steady profitability laid the foundation for success required for Peli’s.
and set the stage for further expansion. As a mature business with a steady income,

In response to growing customer demand and the Sum Yung Guys had the financial credibility to access
business’s strong financial footing, Sum Yung Guys necessary financing options, including bank loans,
expanded domestically by opening a second venue. investors or even reinvestment of their profits.

This decision marks a significant milestone in the A combination of internal funding (profits generated
business life cycle, shifting from maturity to a new from the first venue) and external financing (loans
phase of growth through domestic expansion. or private investors) helped mitigate financial risk,

In September 2024, Sinclair, Rickard and Jones ensuring that Peli’s maintained a healthy cash flow
embarked on a new venture together, opening a while covering the significant costs of opening a new
Mediterranean-inspired restaurant, Peli’s. Peli's is restaurant - such as leasing a waterfront property,
also in Noosa; unlike Sum Yung Guys, it is positioned purchasing equipment and building out the space.
at the scenic Noosa Marina, offering waterfront Sinclair explained, ‘the outlay costs to establish
views, adding a luxurious, coastal ambience to the a restaurant are significant, so it is crucial to ensure
owners’ restaurant portfolio, appealing to a broader the interest and ability to maintain customers through
demographic and positioning the restaurant as a prime both the peak and off-peak seasons’.

venue for private events like weddings.

=
3
mE
UE, Peli's is the Mediterranean-inspired
E expansion by the team from Sum Yung Guys in Noosa.
= Along with managing the financial risk, the team
In September 2024, Jeremiah Jones, Matt behind Sum Yung Guys needed to ensure that Peli’s
Sinclair and Michael Rickard embarked on a new would meet demand in Noosa and Comp[ement the
venture together, opening a Mediterranean-inspired existing restaurant offerings at Noosa Marina. They
restaurant, Peli’s. conducted thorough market research to ensure
that the second location had sufficient demand and
Peli’s continues the team’s ethos of shared could replicate the success of the first venue. This
dining experiences but moves from their established included analysing the local dining scene, customer
Asian roots and introduces Mediterranean cuisine, demographics and competition in the area. The choice
highlighting seafood, chargrilled meats and vegetables. to focus on Mediterranean cuisine was decided because
Risk ti . ‘there is no one doing Mediterranean at the moment
Isk management In expansion in Noosa. The other benefit is that it is a whole region,
Domestic expansion has inherent risks, including not a limited or specific cuisine’. Matt continued, 'the
financial, market competition and operational flavour profiles from Asian to Mediterranean are quite
challenges. For Sum Yung Guys, risk management similar’. This also meant that the team could diversify
was critical in ensuring a smooth and successful its business without competing directly with the original
expansion process. concept and Asian cuisine offering.
One of the key aspects of the expansion involved To manage operational risks, the team
securing financing. The team’s solid reputation implemented scalable systems from Sum Yung Guys
and proven success likely allowed them to secure that could be adapted to Peli's. This included staff
favourable financial terms for the new venue. To training programs, supply chain management and
manage the financial risk of adding a new venture, maintenance of service quality across both venues.
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The use of the company’s commercial preparation
kitchen and buying in bulk also helps to manage the
rising operational costs that all businesses face.

The expansion also required effective human
resource management. Opening Peli’'s meant recruiting
new staff while ensuring that both venues maintained
their high standards of service. This involved promoting
experienced staff from Sum Yung Guys into leadership
roles at Peli’'s. Matt explained that the staff at Peli's is
made of up of about 30 per cent experience and trained
staff who have come across from Sum Yung Guys and
70 per cent new staff who are being onboarded and
trained by existing team members.

The Sum Yung Guys expansion into Peli’'s marks
a successful transition from the maturity stage into

Matthew Sinclair

ae
T
=0

a new growth stage, leveraging the restaurant’s
established brand identity, financial stability and
effective risk management. The owners have
demonstrated how a mature business can harness
its strengths to pursue further growth by broadening
its portfolio by opening a second venue. As they
manage both Sum Yung Guys and Peli's, maintaining
consistency in service, food quality and customer
experience will be vital to sustaining their success in
Noosa’s competitive dining scene. Through strategic
planning, risk management, and careful financial
and human resources management, Peli’s is well
positioned for success.

=
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=
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£
©
=

BT Peli's upholds the brand proposition of shared plates and communal eating that has been so popular

at Sum Yung Guys.

Questions

1 Describe the facts and
characteristics of Sum Yung >%
Guys and Peli’s and each of U
their stages in the business
life cycle.
Explain the strategies used by
Matt Sinclair and the team to
expand the Sum Yung Guys operations.
Using a PIG (discussed on page 123}, analyse the
stakeholders of both Sum Yung Guys and Peli’s,

Template
Power Interest
Grid (PIG)

based on their level of power and interest in

the company’s financing and human resourcing
decisions.

Interpret one relationship and one trend in the PIG
analysis to draw conclusions about the implications
of expansion for a mature business.

Using the criteria of efficiency and competitiveness,
evaluate the success of the expansion strategy
utilised by Sum Yung Guys to create Peli’'s and
make two recommendations for further expansion.
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Managing human resources in maturity
Key learnings

You will learn about managing human resources in
maturity through examining the:

The employment cycle

As explained in Chapter 8 of Business for QCE Units
1 & 2, the employment cycle is made up of the four
stages of employment through which an employee
moves in a business. In the maturity stage of the
business life cycle, the human resources focus is on
the development and maintenance stages of the cycle,
as shown in Figure 4.5. During the maturity stage, a

development and maintenance stages of the

employment cycle \
role of motivation theories in staff retention.

-

AN

business should be enabling strategies and processes to
encourage an employee to continue to cycle through
these two stages as they continually grow and evolve
with the expanding and maturing business. It is not

enough to simply recruit staft; staff need continual
development and maintenance in order for the
business to maximise the performance and retention

of quality staff.

Al solutions for recruiting staff

Mya is an Al solution for the recruiting industry.

The Mya chatbot as seen in Figure 4.6 is able to ask candidates factual
questions to determine whether their profiles match the position
requirements: Are you available at the internship start date and throughout the
entire internship period? What year are you currently in and how long is your
degree course? Do you need us to make any reasonable adjustments in order
for you to be able to complete your application? Do you have any questions for
me regarding the company culture, application process or position details?
This type of bias-free, objective screening goes beyond resumes to intelligently
streamline the search for new talents.

User-friendly, Mya is accessible via mobile phone anytime and
anywhere. From the start, Mya presents itself as a chatbot. At the end of this
first phase, qualified applicants are put in contact with recruiters. Especially
valuable in a world where many job seekers do not have the necessary
level of information regarding their application follow-up, this technology
provides ongoing reminders and updates for a more considerate, more
people-centric experience.

Source: ‘Using artificial intelligence in order to help candidates experience’, www.loreal.com, 2018

L'Oréal is the world's largest cosmetics company and currently markets

more than 500 brands and thousands of individual products in all sectors
of the beauty business. The L'Oréal Group currently employs 82600 people
worldwide and receives over one million applications per year. L'Oréal rolled out

Acquisition
e Job analysis
and design
¢ Recruitment
® Selection
Development
e [nduction
e Training

Maintenance
e Performance

management
* Motivation
e Career
planning

The employment cycle, as explained in
Chapter 8 of Business for QCE Units 1 & 2

Hi Lucy, this is Mya. |
have a few more
questions. Do you have
time now?

Hi Myal! Sure, now works.

Great! Do you have prior
experience in customer
facing roles?

Yes, about five years.
What's the minimum?

EEPICERY Myaisa

conversational Al recruiter that

Mya Systems, Inc.

helps to automate outreach and
communication with candidates
across the entire recruiting life
cycle by asking and answering
questions relevant to the employer’'s
criteria in natural language.
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its first conversational platform with Mya Systems in September 2018, targeting candidates seeking internships and
positions such as beauty advisers. Mya was able to filter applicants based on aspects such as qualification, location
and salary. The platform was successfully deployed in the United Kingdom, the United States and France, and will be
introduced in other countries.

In 2021, StepStone, one of the world’s leading online job marketplaces, acquired Mya to introduce an innovative
approach to job matching. Stepstone will now allow jobseekers to engage in conversation about their skills and
preferences to help the technology find and suggest appropriate job matches without users actively searching for them.

L StepStone

English «

The right job for

ever YOne

tment platformsg,

T. Schneider/Shutterstock.com

HETICEY WA (n 2021, Stepstone, one of the world’s leading online job marketplaces, acquired Mya to introduce
an innovative approach to autonomous job matching.

Over the last seven months, 13,000 candidates have
spoken to Mya. An average recruiter takes 45 minutes to
screen, schedule and do a phone interview. Mya took charge
of doing the entire process in 4-5 minutes. Hence, saving 40
minutes per CV. Bhoite shared, “We saved 45 working days
on a six months period for our UK recruiting team. Thus,
helping them to redeploy this time in other value-added
tasks.”

Source: Anushree Sharma, ‘How Al reinvented hiring practice at L'Oréal,
www.peoplematters.com, 16 August 2018

LTI L Oréal has adopted Mya to help streamline its recruitment process for intern applications.
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Development stage

The development stage during start-up and
growth of a business focuses on building the
culture of the business and inducting and
onboarding staff. As the business grows, the
processes of the development stage need to be
formalised to ensure that staft feel supported,
valued and significant in the achievement of
business goals and objectives.

For businesses that have reached the maturity
stage of the business life cycle, the continual
development of staft through training will ensure
they continue to grow, learn and develop; this
provides personal improvement and benefits
the business. Employees who are valued and
have access to training are less likely to move on
(Figure 4.9).

Continual cycling through the development
stage also ensures staff have the opportunity to
update their existing knowledge and can keep
up to date with emerging technologies and new
processes or demands that evolve in industry.

A strong development program and investment
in staff skills will lead to enhanced retention,

Kathy Hutchins/Shutterstock.com

minimising the risk of staff stagnation and
dissatisfaction in the workplace.

HETICY® A Sir Richard Branson believes employers should ‘train
people well enough so they can leave, treat them well enough so
they don't want to”.

Maintenance stage

While employees cycle between development and maintenance, in maturity it is the leadership and management
of employees that is crucial to making the maintenance stage last. While the length of the maintenance stage

is different for all employees, it is in this stage that employees should be at the peak of their productivity and
progressing in the levels of management.

This stage of the cycle also requires that staff continue to be motivated with recognition and rewards,
along with clear progression pathways to keep them engaged and challenged within their roles.

The culture of the business is also an integral factor in the maintenance stage; a negative or toxic business
culture will inevitably lead to employee dissatisfaction, high staff turnover and increased costs in recruitment
and training. To extend the maintenance stage and staff retention in the maturity stage of the business life cycle,
it is important to build and foster relationships with staff, keep communication open and transparent, and
seek feedback and measure morale regularly. These strategies will help managers and leaders understand what
motivates their employees, and how they are coping or feeling with current working conditions and situations,
as well as giving indicators for areas of need or weakness within the organisation.

Development: the second stage of the employment cycle, Onboarding: the process whereby new staff learn the social
which focuses on the induction and training of staff to and performance areas of their new job, including attitudes,
support the business in achieving its desired corporate and knowledge, skills and behaviours

organisational culture
g Maintenance: the third stage of the employment cycle,

focused on motivating and supporting staff in the workplace
to help the business achieve its goals and objectives
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GAINING INSIGHT 4.3

Josephmark

Josephmark, founded in 2004, is a digital product
and venture studio that identifies and incubates its
own digital ventures (Vest, Hash and Undrtone) as
well as creating digital products for clients (MySpace,
CBA and Red Bull). From a small studio in Brisbane,
Josephmark (JM) has taken its business global, with
teams spanning Brisbane, Melbourne, the Sunshine
Coast and Los Angeles, and is now regarded as an
Australian and global powerhouse.

-

United States.

Chones/Shutterstock.com

FENCY MY Josephmark has offices in Australia and the

A better future happens by design, not
chance

As a digital product studio, we design, develop and
launch digital products that change the way we
work, play and connect.

We help individuals, startups, brands and
corporations see what the future could be - then
we design a way to get there. Whether that’s
bringing an idea to life, growing or changing
an existing product, or creating something
entirely new.

We do so because we believe in using
technology to make a better world, not a busier
one. It should improve our real lives. The ones
we live off screen. The ones that are messy and
beautiful and sad and hilarious. That are muddy
and chaotic and boring and bold.

We design to enhance life. We're not saying
we're saving lives but we do believe design has
the power to make the world a better place.

HETICY RN The vision of Josephmark

9780170484367

Keeping great relationships with its clients as
it grew or ventured out of Brisbane saw an organic
expansion of the Josephmark brand. Josephmark
collaborated with the team at Wotnews and built
We Are Hunted from the ground up, a revolutionary
software that tracks the world’'s 99 most popular
emerging songs on the internet in real time.

In 2013, We are Hunted was acquired by Twitter
(now X). That went well, so Jospehmark kept going
with its expansion.

While building and growing We are Hunted,
Jospehmark was also embarking on the redesign of
MySpace for 100 million users worldwide. Its selection
as the company commissioned to redesign the new
MySpace in 2012 was what really put Josephmark
on the global map. Jess explains, though, that its
international journey actually started in 2010. In that
year the company:

[We] did some work with MySpace for an app called
MySpace Music Romeso, which essentially helped
you find more music that you'd love based on your
preferences —again, this was off the back of the work we
did on We Are Hunted. At the time, the concept was very
innovative and the user experience that we designed
was also very cutting edge. Unfortunately, the app never
took off due to music licensing issues; however, when
MySpace was acquired by Specific Media and Justin
Timberlake a year later, we ended up on the invitation
list to pitch for the redesign. We were the only agency
to be asked outside the US and we ended up winning!

Working with Specific Media led to a couple of years flying
the team back and forth between Brisbane and Los Angeles,
as well as a stint living in New York City to try to break into the
market there, which ended up leading to the decision to open
an office in Los Angeles. Josephmark was still a small team
and the time zone challenge between Brisbane and New
York City was too much. Basing the office in Los Angeles also
meant it would still have access to both east and west coast
opportunities. Jess Huddart explains:

At the time of expansion, the US dollar was very
strong against the Australian dollar, so we made
good money and we were a cheaper option in some
ways. | also believe that our perspective (being
relatively fresh] and general approach (we were
told that our work ethic, commitment and quality
of delivery were welcome surprises) helped us
build trust and relationships quite quickly.

99
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Prostock-studio/Shutterstock.com

S CYNMPA The team members stay connected through
the use of technology to facilitate flexible working hours

and global locations.

This growing demand and expanding market
meant the business needed to attract more staff in new
locations. When recruiting talent, Jess believes that
‘within the Brisbane market, because we have been able
to travel overseas with our work and produce some really
interesting digital projects, we attract a high calibre of
talent’. Josephmark also offers flexible hours and allow
its teams to work from the other offices in Los Angeles, if
they choose. This strategy also helps retain staff who still
wanted to work with Josephmark but also want to explore
more of the world.

Peoplelmages.com - Yuri A/Shutterstock.com

H-MEN Ben Johnston and Jess Huddart of

Josephmark believe their team is their best asset.

Josephmark also has a People and Culture Director,
who is responsible for making sure everyone is happy
and doing what they're best at every day. She looks after
the teams spread across the company’s offices, as well
as helping to find new people to join the crew. Part of this
strategy is a Learning and Development Fund, where
each employee has a set amount they can use to attend

Questions

1 Describe the facts and characteristics that evidence
Josephmark’s stage in the business life cycle.

2 Describe the environmental factors that affect the
financing of global operations.

3 Explain some of the human resources strategies
that have been identified at Josephmark.

4 Explain the relationship between the human resources
strategies and the global expansion of Josephmark.

5 Create a SWOT analysis to consider the
environmental factors that could impact

courses, events or even work remotely. The team has
used this to travel to Apple conferences in San Francisco,
Confab in Minneapolis and The Conference in Malmg, as
well as cool local stuff such as Sydney’s Semi Permanent
or Melbourne’s Pause Fest. There is also a personal fund
that can be used for pretty much anything, from yoga to
horse riding to Korean lessons.

In 2021, Josephmark joined with Australia’s leading
equity crowdfunding platform, VentureCrowd, in a joint
venture to help early stage Australian start-ups rapidly
scale by connecting them to users, customers, talent and
investors around the world.

Gorodenkoff/Shutterstock.com
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S YW Josephmark’s Learning and Development Fund
empowers employees to grow, explore, and connect with the

world’s most innovative thinkers.

Financing global operations is challenging.
Josephmark has funded its entire operation privately and,
for the most part, from the business itself or business
loans. While there is an Export Market and Development
Grant that the company applies for each year via
Austrade, Jess explains that the grant is becoming
more popular and is not getting any more funding, so
Josephmark has been receiving less each year.

Listed as one of the 100 Australian tech companies
to watch in 2018, Josephmark has continued to grow
and mature. In 2024, it embarked on a joint venture with
Mindhive, creating System Operating, a next-generation
workflow platform designed to enhance enterprise
productivity and protect human creativity in the age of
Al. Mindhive, of which Ben Johnston is also a director,
was the Australian Financial Review 2024 BOSS Most
Innovative Companies award winner in Technology.

Josephmark’s planned expansion into the
European market.
6 Create a 100-word job

advertisement for a new

administration assistant. :‘o
. . . 1%

Ensure you include information

to market Josephmark as an

employer of choice.

Template
SWOT analysis
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GAINING INSIGHT 4.4

Technology for HR productivity: The rise of pulse surveys

An employee pulse survey is a fast and frequent
survey to get instant feedback to human resources
departments. A pulse survey is generally designed
to be done weekly and to give a quick insight into the
health of a business.

With the use of technology and many emerging
pulse survey applications, an employee pulse survey
can be done quickly and securely over the internet,

18 oot 0 @t o e company

rather than using paper or custom in-house survey SO ————
software. Staff engagement and company culture e
are often identified as critical business issues. To 1 e g vy

Maraie 1 e company % P o presers

help address these issues, management can use
real-time and continual feedback to quickly identify
specific business insights and prioritise areas to focus
on improving.

Mow are managers doing?

Overall favorabitity

© Expert Training Systems (ETS) PLC

HLTIEYREY An example of an employee pulse survey

QUESTIONS 41

1 Explain the development stage of the employment cycle.

2 Explain the maintenance stage of the employment cycle.

3 Explain the difference between the induction and onboarding processes for new staff in the development stage of
the business life cycle.

4 Describe the environmental factors that can affect the maintenance and development stages of the employment
life cycle.

5 Create a short business editorial, to be published online, that explains the importance of investing in these two
stages of the employment cycle.

Motivation theories

As the market becomes more competitive, leaders and managers seek new ways to continue to motivate their
employees. As explained in Business for QCE Units 1 & 2, motivational theories help a business to understand
behaviours and respond accordingly to meet the needs of its stakeholders. In the employment cycle, motivational
theories are relevant to help leaders and managers understand each of their staff members and to implement
appropriate strategies to externally motivate them. But, as employers, leaders and managers become more

aware of the many different types of personalities and priorities of their employees, they realise that human
resources strategies are not always a ‘one size fits all” approach. Understanding what drives and motivates
employees means that communication and reward will occur in different ways to suit different people. Strategies
to promote internal motivation and staff wellbeing are as important as the external drivers and will help to
ensure staff retention.

Staff wellbeing: the physical and mental state of employees Staff retention: the rate at which a business keeps its staff
demonstrated through work-life balance, satisfaction within a given period; ensuring staff retention rates remain
and engagement high can be an objective of the business

9780170484367
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Reasons for leaders, managers and employers to invest
in staff wellbeing as a strategy for staff loyalty and retention

include:

Positive

* increased employee engagement "
culture

* increased employee satisfaction

* increased staff morale and positive corporate culture

* increased productivity

* increased staff loyalty

* reduced absenteeism

 attraction of high-quality candidates at recruitment Job

» positive relationships between employees and N managers
management

Healthy
lifestyle

working
relationship
* open communication channels Resilience

FLTCEREN Staff wellbeing is an important

factor in motivation, engagement and
retention of staff.

* positive impacts on brand reputation

e a more sustainable workforce.

GAINING INSIGHT 4.5

How tech giants keep their teams motivated

The world’s leading tech companies are doing more than = 2 Meaningful work and purpose for happiness
just developing cutting-edge software - they're also
perfecting the skill of keeping their employees motivated
and loyal. In a competitive global job market, which can
now be located anywhere in the world, attracting and
retaining top talent is essential. Here are seven key
strategies being used to motivate and retain employees
in tech companies around the world.

Employees seek more than just their pay - they also
crave a purpose. Tech firms like Canva and Salesforce
clearly communicate how individual roles contribute to
broader goals. By connecting daily tasks to a company’s
mission, staff feel their work is significant and that their
career desires are important to their employers, which
boosts motivation.

1 Flexibility in work and leave arrangements 3 Personal projects and professional

Many companies around the world, including tech development support
companies, now offer flexible hours and hybrid working
arrangements. Atlassian, allows employees to ‘work
from anywhere’. This flexibility empowers staff to
manage their schedules better and balance work with
personal commitments, enhancing their wellbeing and
productivity. This has also extended to offerings in leave;
for example, maternal and paternal leave that support all
parents to maintain career and family life commitments.
For American-based companies, this leave offering is
particularly appealing to employees as many businesses
don’t have a parental leave option.

Google’'s well-known 20% time’ once encouraged
employees to dedicate part of their week to passion
projects, leading to innovations like Gmail. Today,
companies invest heavily in upskilling through

online courses and mentorship programs, helping
employees advance their careers without changing
jobs. Companies like Microsoft, Adobe and Salesforce
also support employees with funding or finance of
their studies.
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4 Employee wellbeing programs or
health insurances

Mental health is a top priority. Companies like Apple
and Microsoft offer access to wellness apps, counselling
services and health incentives. These programs reduce
burnout and help staff manage stress, resulting in
stronger retention.

5 Perks and rewards

Whether it's peer-to-peer recognition apps or annual
bonuses, successful companies regularly reward

high performance. Amazon uses reward points that

can be redeemed for gifts, while Canva celebrates
achievements with team events and public recognition,
making staff feel valued. Other perks might be of a more
practical nature to support employees; for example,

Questions

1 Describe the internal, external operating and macro
environmental factors that can have an impact on
human resources and employee motivation.

QUESTIONS 4.2

Microsoft and Cisco offer their staff a Childcare plan and
Facebook offers free dry-cleaning.

6 Inclusion and diversity

Diversity and inclusion are crucial. Tech giants are
investing in cultural awareness training, inclusive
hiring practices and employee resource groups.
Adobe and Google publish annual diversity reports to
remain accountable and create safer, more welcoming
workplaces for everyone.

7 Promotion pathways

High staff turnover often stems from unclear advancement
opportunities. Tech leaders address this by providing
structured career frameworks, transparent promotion
criteria and regular performance feedback. This keeps
employees motivated and focused on their future.

2 Explain the benefits of a motivated workforce.
3 Explain why motivated staff are likely to remain loyal
to an employer or workplace.

1 Explain how staff wellbeing strategies could motivate a workforce.
2 Discuss why employees may not all respond to motivational strategies in the same way.
3 Explain what motivational strategies would be appropriate to implement at the development and maintenance

stages of the employment cycle.

Revisiting the theories presented in Business for QCE Units 1 & 2, we can see that the impact of human

103

resources strategies can be demonstrated in the way staff are or are not motivated and engaged with their
organisation. The motivation of the employees can be affected by a range of factors, such as their wage, job security,
the management structure and the frequency of recognition — all factors that are identified as significant in a
number of the motivational theories.

Maslow'’s hierarchy of needs

When applied to human resources, each level of Maslow’s hierarchy of needs aligns with the level of engagement
and satisfaction an employee feels towards their workplace. If employees aren’t paid sufficiently or their job is
threatened then they may disconnect from the workplace, whereas an employee who feels valued and recognised
will often take ownership of their role and lead with enthusiasm. This high-flying and highly engaged employee
will also motivate and inspire others to want to perform on their level.
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Adapted from ‘Employee engagement and Maslow’s hierarchy of needs’, Nichole Gunn, 29 August, 2014,

https://www.incentivesolutions.com/2014/08/29/employee-engagement-hierarchy-needs/
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_———————
-
-

@ Highly engaged _ -

¢ What can | do for others? On avera

o | inspire others to do their best 15% reach this level

o | love working here
* I'm a high-flyer

@ Engaged
¢ I'm a vital part of the business

o | feel important at work
o I'm really busy and likely highly stressed

© Almost engaged

e | know I'm part of something bigger

¢ I'm almost engaged but there are times
when I'm not

 I'm proud to work here, but | wouldn't
necessarily shout it from the rooftops

@ Not engaged

 I'm not interested in overtime

~
<o
~

~<o
ge lessthan ~~(
So

~~~~— _—_‘—

e |'m an achiever
o |'ll leave if something
much better comes along

| might leave if I'm tempted

e There are no career
development prospects
here

¢ | don’t like my manager
or working with my team

High-flyer{

o | don’t like my job that
much, but | get on with it
| read job ads

| have more sick days than | should
« | have poor working conditions

* I'm here for the money

® I'm leaving when | can
* I'm not satisfied with the job | do

* My work doesn’t excite
me

* I'm a clock watcher

* |'m a jobsworth

Figure 4.17

QUESTIONS 4.3

GAINING INSIGHT 4.6

Self-fulfilment
needs

Self-
actualisation
Self-fulfilment,
personal growth,
enriching experiences

.

Esteem needs
Prestige, status, accomplishment

Psychological
needs

Motivators

©

Belongingness/social needs
Love, friendship, acceptance by others,
sense of belonging

De-motivators

Safety needs -~
Security, shelter
Basic

needs

Maslow’s hierarchy of needs applied to employee engagement

Explain how Maslow’s hierarchy of needs affects staff engagement at the development and maintenance stages
of the employment cycle.
Describe the behaviours a leader or manager should look for in an employee at each level of Maslow’s hierarchy.
Recommend ways in which a leader or manager could re-engage employees in the lower layers of the hierarchy.

CSL Australia: Motivating staff through transparency and continual training

Established in 1999, CSL Australia Ltd (CSLA] is today
the largest owner of Australian-registered vessels
operating in Australian waters and the major supplier
of shipping services to the construction and building
industries. With more than 150 Australian maritime
workers employed on CSLA-owned vessels and
transhipment vessels, CSL recognises the importance
of employee involvement.

Management encourages a culture of open
communication at CSL Australia with transparency and
clear communication a motivator for staff. Staff see
all the monthly data on trade and profits, and visiting
international managers share financial details with the
staff. This inclusive management style has generated
growth and loyalty among employees.

CSL undertakes to train, develop and nurture
young Australians attracted to a life at sea, with staff

regularly given the opportunity to undertake courses

at the Australian Maritime College in Launceston,
Tasmania, to upgrade their knowledge and ensure they
remain competitive in the global shipping world. Local
management and staff are also active in the community
and help support the local economy.

MartinLueke/Shutterstock.com

SLICWAE] CSL Australia’s inclusive leadership
drives growth and loyalty.
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Locke’s goal-setting theory

As explained in Business for QCE Units 1 & 2, Locke’s
goal-setting theory is essential in establishing and
achieving organisational goals (Figure 4.19). The
same theory applied to the individual objectives and
goals of each employee is often considered as the
most useful way to motivate employees. Goal-setting,
particularly through the development of goals that

are specific, measurable, achievable, relevant and time-
based (SMART), can be a powertul tool for managers
and leaders to channel an employee’s efforts for
increased performance and productivity. Often, staff in
complicated and demanding roles already have a high
level of their own intrinsic motivation, but formalised
goal-setting frameworks can ensure they don’t push
themselves too hard or set unrealistic measures around
the complexity of the task, and that they maintain
motivation for continued growth and achievement.

Herzberg's two-factor theory

Greatest motivation
and performance

Motivation levels of employees

Too easy Too hard

Difficulty of tasks and deadline parameters

HETIEY PN Locke's goal-setting theory identifies
challenging, but not overwhelming, goals as an employee
motivator.

When applying Herzberg’s theory to the employment cycle, ensuring the work environment is satistactory
is essential before any positive motivators (e.g. recognition, responsibility and personal growth) take effect
(Figure 4.20). This means that employers need to ensure the hygiene factors (e.g. salary, working conditions
and relationships) are addressed but not used as a way to try to motivate employees. While they may appear
to encourage increased efficiency or productivity in the short term, they are not actually motivators for

maximum engagement and job satisfaction.

Herzberg’s hygiene motivation theory

Dissatisfaction

Satisfaction
or

Neutral motivation

Hygiene factors determine
dissatisfaction levels

&
A

Motivation factors determine
satisfaction levels

»
14

FEICYWAN Herzberg's theory helps leaders and managers to drive staff motivation and remove job dissatisfaction.

Positive psychology and motivation

As the needs of workplaces and employers continue to change, the strategies and approaches of employers,
leaders and managers also continue to evolve. In today’s work environments the focus has shifted from using
only external motivation strategies for the financial gain of the workplace to more holistic motivational
approaches. These holistic approaches look at all the factors that affect staff wellbeing and focus on ensuring
employees are well and engaged. This employee wellness then leads to an employee’s own intrinsic
motivation and ultimately an improved bottom line for the workplace. Many of the factors and strategies
associated with holistic and intrinsic motivation are referred to as positive psychology or a positive

psychological work environment.
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HLICYWAN Factors that affect staff wellbeing and positive psychology

Dr Martin Seligman is commonly known as the founder of positive psychology; however, it was Abraham

Maslow who first coined the term in 1954. Maslow’s hierarchy of needs and Seligman’s positive psychology both
focus on increasing wellbeing for the sake of improving people’s lives and improving society. The implementation
of positive psychology by leaders and managers is designed to help employees live the best lives they can and to
acknowledge their unique humanity along the way.

Fostering a positive psychological environment in the workplace is a key that can boost the bottom

line, create a positive working experience for all employees and maintain employee engagement. Employee
engagement has also been linked to decreased absenteeism and higher rates of employee retention.

Positive psychology is often implemented into workplaces through Seligman’s PERMA framework, as seen in

Figure 4.22. This framework consists of the five essential elements that Seligman believes should be in place in
order for people to experience lasting wellbeing. The five elements are as follows:

Positive emotion such as kindness, gratitude, hope or contentment contributes to overall wellbeing.

Engagement is about being totally absorbed (in the flow) by tasks.

Relationships and being authentically connected to other people leads to strong positive relationships.

Meaning in life comes from a purposeful existence; for example, through serving something that is bigger than
self, or practising altruism or philanthropy.

Achievement and accomplishment, including having goals and meeting those goals, lead to a person flourishing.
There are now a number of variations or iterations to the PERMA framework being introduced. The likes

of PERMA+ and PERMA-V include ‘vitality factors’ such as physical activity, nutrition, sleep and optimism,
forming a holistic framework on which to build wellbeing.
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HLNCY WYY Elements of Dr Martin Seligman’s positive psychology are explained through the PERMA, PERMA+
and PERMA-V framework models.

GAINING INSIGHT 4.7

The Ritz-Carlton: Employee motivation and psychological ownership

The selection and onboarding process of new Ritz-
Carlton employees begins with instilling ‘psychological
ownership’ of the Ritz-Carlton brand. Psychological
ownership can be defined as the degree to which

an employee feels as though their workplace or
organisation is their own and becomes an important
part of an employee’s self-identity.

The Ritz-Carlton builds on this sense of ownership
through employee empowerment. Each employee is
encouraged to go above and beyond to create unique,
memorable and personal relationships with guests.
This empowers employees - known as the Ladies and
Gentlemen of the Ritz-Carlton - to make decisions,
craft special moments and resolve customer issues.
Empowerment moves employees beyond passivity and
simply being a ‘warm body’ at work.

The ‘service values’ of the Ritz-Carlton also foster
a sense of psychological ownership. Each service
value begins with ‘I'. Using the pronoun ‘I not only
reinforces an individual's contribution, but also promotes
accountability and ownership. It encourages the Ladies
and Gentlemen of the Ritz-Carlton to volunteer ideas,

9780170484367

approaches and solutions - whether they are solving
problems or innovating - and that is motivating.

The success of this approach to human resource
management led to the creation of the Ritz-Carlton
Leadership Center, which designs and delivers award-
winning strategies and tools to improve the employee
experience, helping businesses to innovate their culture
and differentiate their brand.

EQRoy/Shutterstock.com

S CWAWEE The Ritz-Carlton logo
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Key learnings

You will learn about human resources strategies in a competitive market through examining:

» employer of choice strategies
+ diversity in the workplace

* fostering intrapreneurship

* leadership styles

* management strategies.

Employer of choice

Labelling a business as an employer of choice means that the business is a desirable place to work. Specific and
deliberate strategies by today’s employers seek to create a work culture that is more collaborative and open than
the old ‘them and us’ relationship. This trend towards flat leadership, transparent communication and consultative
decision-making in teams is evidence of the changing needs and attitudes of today’s working environments.

JELICYN The changing nature of employee and employer relationship needs

Traditional employer/employee focus

Traditional structured rosters and working hours
Internal focus

Hierarchy

Functional-based work tasks

Initial induction training

Closed communication channels with filtered information

Job security based on long-term employment

Work-Llife separation (focused solely on work at the
workplace)

Physical presence required for meetings and collaboration

Annual performance reviews

Modern employer/employee focus

Flexible working arrangements and hours
Customer and performance focus
Collaboration and inclusive work teams
Project-based work tasks

Continual learning and development

Open and transparent communication channels

Regular job-seeking and changes for career
development opportunities

Work-life integration (support for personal
wellbeing and balance)

Virtual meetings and digital collaboration tools

Continuous feedback and real-time performance
management

As industries become more and more competitive, the need for skilled, motivated and loyal employees is
increasing. This means that workplaces need to implement an employer-of-choice strategy to offer employee
benefits in an attempt to attract and retain quality staff. Employer-of-choice strategies can be seen as superficial
and for show if they are not genuine. The strategies adopted by each individual workplace need to reflect the
unique needs and motivations of its employees and the quality of the relationship, or psychological benefits of

the employee and employer interactions.

Employer of choice: a recruitment and retention strategy to offer attractive incentives, meaning people will choose to work for,
dedicate themselves to and be loyal towards a business, despite offers from alternative employers
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With the rise of labels and lists including ‘best employers” and ‘the best places to work’ published by various

organisations, gaining a spot on one of these lists is a marketing tool for the business and a clear strategy for

attracting quality staff. Employer-of-choice status can come from the working conditions, the flexibility, the
lifestyle benefits or the progression opportunities of a workplace. Well-known employers of choice such as
Google, which has topped lists by Glassdoor and Fortune, are considered to offer some of the best employee

perks, opportunities for career growth, work that positively affects the human race and innovative culture.

But despite their place on a list, employers of choice must have a range of strategies and perks to cater to the
varying needs and motivations of their workforce. Not every employer of choice will fit every employee, but
they do all have in common that they seek to be the place where each of their employees is happiest to work.

Inquiry task: The best place to work

With data collected from 10 million employees,
the Great Place to Work Institute produces reports
from the world's largest study of human resources
management. You are to conduct an inquiry into
great places to work and analyse the strengths,
weaknesses, opportunities and threats (SWOT) of
employer-of-choice strategies.
Follow the link found on Nelson
MindTap to access the ‘Australia’s :‘o
best workplaces 2024". e
Explain why being on a list like
this would be an advantage to
employers.
Select an employer on the list of
great places to work.
Research and select data and
information relating to your
chosen workplace to create
a SWOT analysis of the employer of choice
strategies.
Analyse the strengths, weaknesses, opportunities
and threats of being an employer of choice.

Weblink
Australia’s best
workplaces 2024

Template
SWOT analysis

Create a series of short paragraphs to explain three

of these implications.

Diversity in the workplace

© GPTW

Sl -WWIA The Great Place to Work Institute publishes a
list of the best workplaces each year.

A diverse workforce means having employees from a wide range of backgrounds. This can include having
employees of different ages, genders, ethnicities, physical abilities, sexual orientations, religious beliefs, work
experience, educational backgrounds and so on. A diverse workforce must also foster an environment that is

inclusive of the differences of all employees.

Diverse: of various kinds or forms; different from
each other

9780170484367

Inclusive: a workplace that is accepting and welcoming to all
kinds of people regardless of their differences
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A diverse workplace is one that includes people from
different types of gender identity, age, language, ethnicity,

Diversity cultural background, sexual orientation, religion/belief
system, family responsibilities, education, socio-economic
background and marital status.

An inclusive workplace is one where a diverse range of
Inclusivity people are encouraged to provide their own individual skills,
knowledge and background to the organisation.

SV CWAWIN \Workplaces need to strive to be inclusive, not just diverse.

GAINING INSIGHT 4.8

Workplace diversity: A competitive advantage

The ever-changing and colourful world is populated Nissan believes that diversity is a source of

with people from diverse backgrounds, hundreds strength and gives it a competitive advantage. With

of nationalities, distinctive cultures and uncommon its products sold all around the world and customer
geography - people of varying age, gender identity, expectations varying from market to market, according
sexual orientation, education, lifestyles and to different cultural and lifestyle needs, it is critical that
preferences. employees of diverse nationalities and backgrounds

play active roles at Nissan to meet the needs of its
customers around the world.

Through

DIVERSITY

Nissan is stronger
and more competitive.

www.nissanmotor.jobs/life/diversity © 2018 Nissan. Nissan, Nissan model names and the

Nissan logo are registered trademarks of Nissan.

HLTCYWLY Nissan's diversity strategy explains that when employees contribute with
diverse ideas and perspectives, the results are better ideas that are more creative
and add value.

A workplace should strive to embrace employee differences and provide opportunities for all employees to
demonstrate their individual strengths. Having diversity and inclusivity is a valuable human resources strategy
designed to foster collaboration, impact positively on internal activities and relationships and provide valuable
experiences for all stakeholders.

In Queensland, the Anti-Discrimination Act 1991 establishes a legal responsibility on employers to provide
workplaces that are free from discrimination, sexual harassment, victimisation and vilification. Also, under the
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anti-discrimination laws, employers must offer equal employment opportunities (EEO). -l
o ®

This means employees are treated on their merits at every stage of their employment — from (T
the recruitment and interview process through to their daily duties, promotion, training

and development opportunities, and their resignation, retrenchment or redundancy. To learn
more about discrimination laws, read ‘A quick guide to Australian discrimination laws’ on the
Australian Human Rights Commission website.

Weblink
Discrimination laws

QUESTIONS 4.4

Explain the difference between diverse and inclusive workplaces.

Explain why legislation such as the Anti-Discrimination Act 1991 and EEO strategies exist.

Explain why businesses plan for diversity and implement specific strategies to attract diverse employees.
Identify the potential risks that may arise for a business that does not foster a diverse workforce.

Explain the relationship between a diverse workforce and human resources strategic planning in the maturity
stage of the business life cycle.

O R~NWDN =

Fostering intrapreneurship

When an employee possesses the skills and characteristics of an entrepreneur, a human resources strategy
is to foster and harness these skills for the benefit of the business they work for. As explained in Business
for QCE Units 1 & 2, an entrepreneur is a person who sets up a business or businesses, taking on risks and
persisting with a new idea in the hope of profit. In a business, an employee who possesses the same skills
and characteristics but works for an employer and contributes to the bigger picture of their workplace is
called an intrapreneur. Intrapreneurs are responsible for introducing ideas, inspiring creativity, leading and
motivating those around them. They take proactive steps to improve business operations and they ensure
the business meets targets to produce great results.

An intrapreneur can be distinguished from other employees because they not only function within their role
capabilities, but also seek ways to contribute to the overall objectives and mission of the business they work for.
As a human resources strategy, an employer needs to provide opportunities for the intrapreneur to focus and
grow the operations of the company. As leaders and managers, intrapreneurs will ensure the smooth running of
a business and innovate ways to increase team productivity. This means they must continue to be developed and
invested in as leaders and given opportunities to grow and utilise their intrapreneurship capabilities.

When given the opportunity, intrapreneurs will motivate their teams, innovate work processes and come up
with solutions to problems that might aftect productivity and outcomes. To foster the skills of an intrapreneur
and retain them in a business, they need to be given access and encouragement to look at all areas of the business
and suggest changes. Intrapreneurs are passionate about achieving success and may suggest changes that require
taking risks and that need support from higher managers and leaders to implement.

Being an entrepreneur is challenging and has a high level of risk. Many are attracted to the idea of intrapreneurship
as it provides a creative outlet like entrepreneurship with the stability of traditional employment. Intrapreneurs
are valuable employees, but, if their intrapreneurial skills are not fostered and valued, they may seek out other
employers who will recognise and provide opportunities for them to use their skill set.

The concept of intrapreneurship is gaining momentum in its use and while it might be considered a
relatively new term by some, it is not an entirely new concept. Intrapreneurs are sometimes referred to as
internal entrepreneurs or corporate entrepreneurs. Fostering intrapreneurship has been classified into four
models by researchers and strategists Robert Wolcott and Michael Lippitz. Their continuum shows four models
differentiated by two dimensions:

*  Ouganisational ownership — who has the responsibility for the generation of new ideas and business within the
organisation?
*  Resource authority — how will the new ideas and business innovations be funded, supported and resourced?

Entrepreneur: a person who sets up a business or Intrapreneur: a manager within a business who promotes
businesses, taking on financial risks in the hope of profit innovative product development and marketing

9780170484367



112 BUSINESS FORQCE — UNITS 3 & 4

Business founder and owner

Focuses on the vision and mission of the business

Seeks to find new opportunities to exploit for new businesses
Independent decision-maker to pursue personal goals and objectives
High risks and high rewards

Entrepreneur

Employee of the business

Focuses on the operations of the business

Seeks ways to improve efficiency and productivity for competitive advantage in the business
Innovates processes and systems and ways of working in the business

Collaborative decision-maker

Medium risks with lower rewards

Uses company resources

Decision-making within business boundaries

Operates within an established structure

Generally focuses on short- to medium-term goals and projects

Intrapreneur

BLTICY AN The difference between entrepreneurs and intrapreneurs

GAINING INSIGHT 4.9

Intrapreneurship Questions
. ) 1 Describe the characteristics
Go to the Stanford Online website
. . ) Py of each of the three types of Py
?n_d read the artlc.le titled ‘What ": intrapreneurs identified in the ":
is intrapreneurship, and how can article
you cultivate it at your company?, Weblink 2 Explain why all three types of Template

then answer the questions that Intrapreneurship
follow. This link can be found on article

intrapreneurs are needed for SWOT analysis

the success of a business.
Nelson MindTap. 3 Analyse the contributions of an intrapreneur to a
business to create a SWOT analysis for the hiring of
- intrapreneurs as a human resources strategy.
: 4 Interpret relationship(s) and trend(s] in the SWOT
@ analysis to draw conclusions about the role of a
& leader or manager in recruiting and fostering a
range of staff personalities and skill sets.

iStock.com/Peoplelmages

SV CHAWER There are three types of intrapreneurs.
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GAINING INSIGHT 4.10

Fostering intrapreneurship: Innovation from the inside

Innovation doesn’t always involve launching a new
company or inventing something entirely from scratch.
Some of the world’s most significant breakthroughs
emerge from within existing businesses, where
employees are given the freedom and support

perspectives, while employees feel

«l
more valued and engaged when ’I:
their ideas are acknowledged.
To read more about Weblink
Hackathons

Hackathons, go to ‘Hackathons -

to explore new or untested ideas. At its core, The 2025 Edition’ via the weblink.
intrapreneurship revolves around employees thinking
and acting like entrepreneurs, but within the very
business they already belong to.

One practical way companies support this kind of
innovation is through hackathons, which are short,
focused events where teams work intensely on a
challenge, often within a span of 24 or 48 hours.

Tech giants like Facebook utilise hackathons to
provide employees with the opportunity to work
on projects that wouldn’t otherwise be feasible.
Numerous well-known features, such as the
iconic ‘Like" button, were conceived from
all-night hackathons.

Companies that foster intrapreneurship reap
the benefits of their teams’ creativity and insightful

iStock.com/Erikona

HETTYWLA The ‘Like button was created during a
‘hackathon’ to foster intrapreneurship.

‘While each model is a distinct way to foster intrapreneurship, multiple models can be used in one business
and concurrently at different levels of the business to foster a broad range of intrapreneurship and intrapreneurs
within the business.

The enabler
The company provides

The producer
The company establishes

Dedicated 5 : -
funding and senior and supports a full-service
executive attention to group with a mandate for
prospective projects corporate entrepreneurship
RESOURCE
AUTHORITY .
The opportunist T sbeste
The company has no
. The company strongly
deliberate approach to :
corporate entrepreneurship SIS corporate
Ad hoc ) entrepreneurship, but

Internal and external networks
drive concept selection and
resource allocation

business units provide the
primary funding

ORGANISATIONAL

Diffused OWNERSHIP Focused

SV CWAIN Four models for fostering intrapreneurship within a business
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QUESTIONS 4.5

1 Explain the role of an intrapreneur in a mature business.
2 Explain why fostering intrapreneurship is necessary to gain a competitive advantage.

«l
3 Create a SWOT analysis to identify the strengths, weaknesses, opportunities and threats ":
of fostering intrapreneurship inside a mature business.
4 Create an infographic or brochure to communicate two or three strategies for fostering Template

intrapreneurship. SWOT analysis

5 Create a paragraph response that outlines to business owners what the possible risks
are if their entrepreneurial staff are not given the opportunity to be intrapreneurial within their business.

Leaders and managers in the maturity stage

As outlined in Chapter 4 of Business for
QCE Units 1 & 2, effective leadership
is a key element of a business and

there is no ‘right’ way to lead; each
stage of the business life cycle will

call for different strengths and focuses
of leadership. This means the leader
will adopt different leadership styles

Authoritative Leaders who are in complete control

e Leaders who encourage others through their
personality

Charismatic
and employ different management
strategies to drive the growth and Sllrllleeiie o Leaders who focus on following every rule
expansion of a business in maturity and
remain competitive in the market. The
role of a leader in the maturity stage Authentic Leaders who take the initiative and lead by example
is to become the enabler, to facilitate
the growth and intrapreneurship

characteristics of other employees.
In the maturity stage of the
business life cycle, the leader needs
to mentor employees, building up
management and leadership skills,
and ensure the business remains

Leaders who offer high levels of individualised

e support and feedback

Mentoring e Leaders who share the knowledge and expertise

competitive. This means they need
to adopt different managerial skills Nt o Leaders who focus on rewards and punishment
that will ensure efficiency and
effectiveness across all four functional
areas and that they share the power
and strategic responsibility to achieve
the business goals and objectives.

Transformational

In competitive environments,
the challenge is to continue to lead
with vision and not just focus on the
managerial leading for outputs. By

e Leaders who adapt their style to suit the current work
environment and/or needs

Situational

combining strong leadership with FITTCY&EN Authoritative, charismatic, bureaucratic, authentic,
essential management strategies, a transactional and transformational leadership styles were introduced in
mature business can continue to grow Business for QCE Units 1 &2. As a business matures, the leadership styles
and thrive through the motivation used by managers must also develop.

and mobilisation of its employees.

Leadership styles: the traits, behavioural tendencies and characteristic methods of a person in a leadership position;
an important dimension of leadership styles is the extent to which the leader is willing to delegate responsibility and
encourage input
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Comparing leading and managing

Managing

e Policies and procedures
e Count value

* Power and control

* Have subordinates

¢ Manage work

e Work-focused

e Authoritarian style

e Risk-averse, seek stability
¢ Appeal to the head

* Reactive

¢ Plan detail

¢ Maintain status quo

e Give directions

SV WMYA Overlapping effective leading and managing is a competitive advantage for growth in the maturity stage.

QUESTIONS 4.6 0

1 Explain why leadership styles are important to be competitive in the maturity stage of the business
life cycle.
2 Discuss the idea that leaders often revert to behaving as managers during the maturity stage
of the business.
3 Explain how each of the six leadership styles affects the fostering of intrapreneurship. Make a decision on
whether one leadership style is more likely to encourage and retain intrapreneurs than the others.
4 Create a paragraph response to communicate your decision regarding leadership styles
and intrapreneurship.

Leadership behaviour

In order to assess the attitudes and style of the leader, Fred Fiedler developed the ‘least preferred co-worker’
(LPC) scale. This scale identifies whether an individual’s leadership behaviour is relationship-oriented or task-
oriented. The LPC scale requires a leader to rate the one individual with whom they least like to work — the
least preferred co-worker — using a range of bipolar (positive or negative) adjectives on a scale from 1 to 8.
The LPC score is determined by totalling all the ratings. A high LPC score indicates a relationship-oriented
leader, while a low LPC score suggests a task-oriented leader.
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JELICYAVA A sample of an LPC survey, designed to determine whether a leader or manager’s style is relationship-oriented or

task-oriented

Pleasant 6 5 4 3 1 Unpleasant
Friendly 6 5 4 3 1 Unfriendly
Rejecting 3 4 5 6 8 Accepting
Tense 3 4 5 6 8 Relaxed
Distant 3 4 5 6 8 Close

Cold 3 4 5 6 8 Warm
Supportive 6 5 4 3 1 Hostile
Boring 3 4 5 6 8 Interesting
Quarrelsome 3 4 5 6 8 Harmonious
Gloomy 1 2 3 4 5 6 7 8 Cheerful
Open 8 7 6 5 4 3 2 1 Guarded
Backbiting 1 2 3 4 5 6 7 8 Loyal
Untrustworthy 1 2 3 4 5 6 7 8 Trustworthy
Considerate 8 7 6 5 4 3 2 1 Inconsiderate
Nasty 1 2 3 4 5 6 7 8 Nice
Agreeable 8 7 6 5 4 3 2 1 Disagreeable
Insincere 1 2 3 4 5 6 7 8 Sincere

Kind 8 7 6 5 4 3 2 1 Unkind

Relationship-oriented leaders derived most satisfaction from interpersonal relationships and therefore evaluate
& their least preferred co-workers in more favourable terms, so will have much higher LPC scores. These leaders
%<  think about the task accomplishment after the establishment of interpersonal relationships. Those who have low

LPC scores derived satisfaction from performance of the task and attainment of objectives; only after tasks have

Lea;"t’epbrg?ekrred been accomplished do these leaders work on establishing good social and interpersonal relationships.

co-worker Follow the link found on Nelson MindTap to complete your own LPC survey and determine whether you

e exhibit a relationship-oriented or task-oriented leadership style.

Situational favourability

The situational variables or the situational favourability (how favourable the situation is for a leader) is the
amount of influence or control a leader has over their followers supplied by a given situation. There are three
elements or variables of situational favourability:

*  Leader’s position power — this is the power or authority that a leader derives from the position they hold in the
business. A leader or manager with absolute power generally influences the behaviour of others more than
those without power.

»  lask structure — this is the extent to which the task requirements are clearly defined in terms of the goals,
objectives, processes and relationship with other tasks.

o Leader—member relations — this is the degree to which the members have trust, confidence and faith in their
leader or manager.

Relationship between styles and situations

The relationship between styles and situations is the ability to look at a manager’s or leader’s LPC score and the
three situational variables to determine what type of leader is best for a given situation, and whether or not a
particular individual will be a good leader in that situation.
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Task structure

Favourableness Moderately

of situation Most favourable favourable Most unfavourable
Appropriate ) Relationship- :

leader behaviour Task-oriented oriented Task-oriented

SV CWAEN Fiedler's contingency model shows the relationship between leadership styles and situations to determine
the effectiveness of a leader on a group, team or workplace.

QUESTIONS 4.7

1 Explain how Fiedler's model can help a leader or manager with employee motivation and effectiveness.

2 Discuss what types of workplaces or jobs would best suit each type of leadership style. Why?

3 Research the advantages and disadvantages or limitations of Fiedler's contingency model. Explain and discuss
your findings.

Managing finances in maturity

For businesses in the maturity stage of the business life cycle, expansion is a common plan for continued growth
and to remain competitive. An expansion strategy, whether domestic or global, will require financing from the
business. A business needs to consider the most appropriate option for financing its expanded operations to
ensure that it can sustain the investment and that the operations don’t put a strain on the cash flow or viability of
the current business.

Key learnings

You will learn about financial management strategies in a competitive market through examining:
e financial management

e ethical and sustainable financial decisions

e internal and external financial controls

* analysis of financing using a Power Interest Grid (PIG) analysis.

Financial management

Financial management covers the planning, organising, directing and controlling of business activity and funds.
It covers all activities and areas of the business requiring financial transactions. As introduced in Business for
QCE Units 1 & 2, the Australian Securities and Investments Commission (ASIC) is responsible for regulating
and supporting financial services and transactions in Australia. Mature businesses that are seeking to expand into
global markets can seek support from ASIC, which works closely with a range of international organisations,
foreign regulators and law enforcement agencies to ensure efficient and effective international approaches to
regulation and enforcement.

N . . . [ ® \
Financing: providing a source of money for a business or project

-
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Financial controls in expansion

Financial controls are the strategies and processes that a business adopts to manage finance and the risks
associated with meeting goals and objectives. These controls are implemented in the processes, policies and

procedures of the business.

When expanding into global markets, a business must have controls in place to help manage the risks of fluctuating
international factors such as exchange rates, the cost of processing international transactions and hedging. An exchange
rate is the difference in value between two currencies and can affect the cost of expansion when the value of
converting one currency to another is analysed. To negate some of the risk of global transactions, businesses sometimes
participate in hedging transactions to manage the risk of loss from possible fluctuations. This is a risk management
strategy where risk is offset by another investment to minimise the overall loss a transaction could encounter.

QUESTIONS 4.8

1 Explain the concept of hedging.

2 Create a table to consider the advantages, disadvantages and practicalities of a universal currency for global trade.
3 Discuss your findings above to make a decision about whether the world should adopt a universal currency for

global trade.

4 Create a short speech or paragraph responses to communicate your decision to the Reserve Bank of Australia.

GAINING INSIGHT 4.11

How to respond responsibly to the cost-of-living crisis?

From late 2021 to June 2023, OECD countries have
been in the grip of the worst cost-of-living crisis
we've witnessed since the oil shock and stagflation

of the 1970s. Then, as now, the volatile combination
of steep inflation, minimal wage growth for most
workers, and the disruption of energy supply lines
due to international conflict has made the cost of
certain of life’'s necessities — such as household
utilities, transport and food - simply unaffordable.
But unlike the 1970s, the steady rise of interest rates
after the generous government subsidies that buoyed
economies during the pandemic, and the further
disruption to supply chains caused by climate change,
have reduced the disposable income of households to
a degree that many find unsustainable. In Australia,
this crisis is exacerbated by the chronic shortage of
affordable rentals and social housing.

The ‘crisis’ is serious, to be sure, and it is felt by
many, many people. But how should governments
respond? We were, after all, warned that the likely
cost of the West's solidarity with Ukraine in the face
of Russian aggression would be higher fuel costs.
Many of us, moreover, expected that some of the
costs of massive government spending during the
COVID-19 pandemic would have to be borne in the
years immediately following - that there would have
to be a kind of reversion to the status quo ante in the

form of rising interest rates and less discretionary
spending. And, as we have discussed previously,
Australia is now reaping the consequences of the
long-term transformation of housing into investment
(which is to say, into commodity), rather than one of
the indispensable conditions of human wellbeing (and
which therefore ought to be beyond the profit motive).

There is also a sense in which this cost-of-living
crisis is a taste of the energy shocks to come, as
nations increasingly transition away from their
historical reliance on fossil fuels. The tendency over
the past four decades has been for politicians to try to
cushion the population as much as possible from the
consequences of such energy shocks - terrified as
they were by the fate of US President Jimmy Carter,
who attempted to persuade Americans to reduce their
energy consumption and associated habits. But is that
response truly sustainable?

There is no doubt that financial assistance and
social support must be provided to those least capable
of weathering the current ‘crisis’ - and the pledge
made by the federal government and the Queensland
and Victorian state governments to accelerate the
construction of affordable and social housing are
most welcome. But the cost-of-living crisis should
also throw us back onto certain first principles, and
provoke us to reconsider what constitutes wellbeing,
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what are the necessities of a sustainable and just life responsibly to the “cost of living
in common, and what, by contrast, would be an unjust crisis”?" published in June 2023. :“:
or illegitimate expectation to seek the comforts of a This link can be found on Nelson
false economy? MindTap. Weblink
Go to the ABC Listen website to listen to The The Minefield
podcast

Minefield podcast episode titled ‘How to respond

s

Chay_Tee/Shutterstock.com

HEPICY I Decisions made in financial management and sourcing of finance need to be ethical and
sustainable decisions. They also need to consider economic factors, including cost of living and inflation.

Making ethical and sustainable financial decisions

Since the global financial crisis (GFC) in 2008, there has been much greater scrutiny of the ethics and
sustainability of financial decisions made to increase the profits of a company. With all management decisions,
the decisions made in financial management and sourcing of finance need to be ethical and sustainable decisions.
It is essential that decisions made by a business are not driven by greed or failure to understand industry

ethical standards.

The COVID-19 pandemic is a more recent example of the increased scrutiny on the ethics and sustainability
of financial decision-making, especially as companies sought ways to recover from the significant financial strain
that decisions placed on some industries. The pandemic emphasised the importance of responsible investment,
leading many firms to adopt environmental, social and governance (ESG) frameworks to ensure their financial
strategies are ethical, sustainable and contribute positively to society.

For example, governments and watchdogs are increasingly scrutinising decisions related to stock buybacks,
executive bonuses and aggressive cost-cutting that affects employee welfare. The rise of ‘green finance’ and
‘social bonds’ during and after the pandemic is a testament to the growing emphasis on ethical and sustainable
financing.

Companies like BlackR ock and other major asset managers have publicly committed to sustainability goals,
pledging to prioritise investments that are not just profitable but also beneficial to society and the environment.
This commitment reflects the change of many big businesses to now focus on ethical decision-making rather
than short-term profit-seeking behaviour that may have negative societal impacts.
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Banking royal commission: Lenders accused of misconduct over treatment
of farmers

Fairfax Syndication/Eddie Jim

FEICY®EY Commissioner Kenneth Hayne was invited to find that the big rural lenders were culpable in
numerous instances of misconduct in making loans to farmers.

Australia’s main rural lenders face numerous findings of misconduct over their treatment
of struggling farmers

Key points:

e The counsel assisting the royal commission
delivered a damning assessment of banks in
their treatment of farmers

e She invited the commissioner to find
misconduct among the banks

e The commissioner cautioned banks not to
argue 'things have changed’

In a damning assessment of the sector,
counsel assisting the banking royal commission
Rowena Orr, QC, pointed to numerous failings of
banks to act fairly, reasonably and ethically.

The banks under the microscope include
ANZ, CBA, NAB, Bendigo Bank’s Rural Bank and
Rabobank.

The assessment come after two weeks of
hearings in Brisbane and Darwin involving case
studies of agri-business lending to 13 farming
families from Tasmania to the Top End.

The common theme across Ms Orr’s invitation
to Commissioner Kenneth Hayne to find miscon-
duct among the banks was poor culture, lack of
empathy and lax lending practices and systems.

CBA claimed to breach code of conduct

The initial focus of the farm-based hearings was
ANZ's acquisition of the specialist rural lender
Landmark in 2009.

Ms Orr said up until late 2014 ANZ relied
on external law firms to deal with customers in
financial difficulty.

‘It [ANZ] took a less flexible approach in dealing
with these customers and demonstrated a lack of
empathy and understanding of farmers” emotional
connection to the land and the emotional impact
that recoveries and enforcement actions can have
on agri-business customers,” Ms Orr said.
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Increasing interest rates, as ANZ did,
increased the financial burden, she said.

The CBA faces findings of misconduct over its
subsidiary Bankwest and at least five breaches
of the banking code of conduct over conflicted
advice and remuneration practices.

Ms Orr said a key focus was Bankwest's policy
of applying 60 per cent of its key performance
indicators for staff to profit, and half of that to
sales targets.

‘Bankwest staff were able to double base
salaries through such bonus payments and this
created a culture of prioritising sales to [the]
detriment of diligent and prudent conduct in
relation to loan approvals,” she said.

The findings against Rabobank centre on
conflicts of interest through internal appraisals
of property values and a sales-driven culture
that Ms Orr noted was still in place.

NAB faces findings of misconduct over its use
of default interest payments as a ‘strategic tool to
put pressure’ on farmers suffering hardship from
natural disasters such as drought and flood.

Questions for the banks

Among the questions Ms Orr asked the banks to
answer in written submissions were:

e What does it mean for a bank to act fairly and
reasonably to customers in a consistent and
ethical manner? (ANZ)

e Does remuneration that rewards bank
employees for sales create an unacceptable

risk to banks’ responsible lending obligations
and statutory obligations for efficiency,
fairness and honesty and ensure the customer
is not disadvantaged? (CBA]

e To what extent does default interest reflect
the cost of impaired loans and should a
moratorium be placed on such payments
during natural disasters? (NAB)

e |s it appropriate to write internal appraisals
as opposed to seeking independent valuation
and should the banks have a code of conduct
covering valuations? (Rabobank]

Mr Hayne cautioned banks not to argue
‘things have changed'.

‘It occurs to me some may say “times have
changed”, standards have somehow changed,
he said.

‘Well, if someone is going to say that, | will be
assisted in knowing how and why.

‘If we are dealing in concepts like fairness it
is not instantly apparent to me what is fair today
is ... different to what was fair yesterday.’

Mr Hayne said the banks also needed to
think carefully when answering questions about
balancing the interests of the banks and their
customers.

‘It could be minimising loss to the bank and
the loss to the customer may be parallel, rather
than competing,” he said.
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Source: Stephen Letts, ‘Banking royal commission: Lenders accused

of misconduct over treatment of farmers’, ABC News, 6 July
2018. Reproduced by permission of the Australian Broadcasting
Corporation - Library Sales © ABC

Analysis of financing and income for expansion

Analysing the available financing and income options available to a business will help to determine how the
expansion will impact on future success and cash flow of the business. Each financing method has difterent
implications for ownership, debt levels and liquidity, and there are diftferent impacts on key stakeholders based
on the option a business selects. For example, while debt financing maintains ownership, it also increases
liabilities and requires regular repayment, which could affect the owner’s wages drawn from the business because
of limited cash flow. On the other hand, while equity financing avoids debt, it dilutes ownership so there are
existing and new owners to consider.

Using analytical tools like a Power Interest Grid (PIG) helps businesses to understand and analyse the
implications of the funding they seek, and also to manage financial risks effectively. During financing and
income analysis, different stakeholders — such as investors, lenders, business owners, regulatory authorities and
key customers — have varying degrees of power and interest. Investors and lenders, for example, have high power
due to their control over financing decisions, while their interest might depend on the return on investment or
project profitability. On the other hand, stakeholders like customers or suppliers may have lower power but could
still have a high interest in the expansion’s outcome.
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Power Interest Grid (PIG)

Stakeholder management is critical to any project, program or business change initiative. A business must analyse
and understand its key stakeholders at every stage of the business life cycle. Without the positive involvement of
stakeholders, it will be difficult for a business to establish, maintain and expand its presence or to succeed with its
strategic goals.

The use of stakeholder analysis and the creation of a Power Interest Grid (PIG) are specifically important for
mature businesses seeking to respond to a challenge in the business environment or to enact a change, such as a
global expansion.

A PIG is a tool used to categorise stakeholders based on two key dimensions: power and interest. This grid
helps to prioritise how to engage different stakeholders based on their influence and level of concern regarding
the project.

e Power refers to the stakeholder’s ability to influence project outcomes, decisions or resources.
e Interest refers to the stakeholder’s level of concern or involvement with the project.

The PIG is typically divided into four quadrants:

e High power, high interest: stakeholders in this quadrant are the most important. They should be actively
managed and kept fully informed, as they have both the influence and the desire to be involved.

e High power, low interest: these stakeholders have influence but may not be as involved in the details. They should
be kept satisfied without being overwhelmed with information.

e Low power, high interest: stakeholders here may not have much influence but are very interested. It is essential
to keep them informed to maintain their support.

e Low power, low interest: these stakeholders are not very influential or concerned. They require minimal effort;
basic monitoring or occasional updates are enough.

PV N
High
Keep satisfied Manage closely
—
[
3
(=]
o
Monitor .
(minimum effort) Keep informed
Low
4
Low High
Interest

G LY Power Interest Grid (PIG) template

Understanding a PIG will enable a business to engage with different stakeholders in the optimal way.
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These are the steps to complete a PIG:

1 Determine the focus of the stakeholder analysis: for example, a new expansion strategy or a change in suppliers.
2 ldentify all stakeholders associated with the focus area. Brainstorm who has been, or will be, affected by the
specific business situation or has an interest in it; for example:
e owners or shareholders
e employees
e competitors
* current customers
e prospective customers
e suppliers
e government bodies, such as the Australian Competition and Consumer Commission (ACCC).
3 Analyse each of the stakeholders: some have the power to block or advocate for the situation; some may be
interested, while others may not care.

4 Understand your key stakeholders - know how they feel (or are likely to feel) and react. -

You also need to know how best to engage with and communicate to them. O‘:
5 Plot each stakeholder on the PIG: identify whom you expect to be the blockers or
critics, and which stakeholders are likely to be advocates or supporters. You may Weblink
colour-code; for example, show advocates in green, blockers in red and those who Video — Stakeholder
) analysis and Power
are neutral in orange. Interest Grid
6 Determine an engagement strategy: once you have categorised the stakeholders, tailor
your communication and engagement strategies to each group: Template
a high power, high interest: engage closely and actively manage Power
ghp , NIg . gag y y g Interest Grid (PIG)

b high power, low interest: keep satisfied, but don’t overload with information
¢ low power, high interest: keep informed
d low power, low interest: monitor with minimal effort.

Sample PIG - Virgin Airlines
Watch the video to learn about stakeholder analysis and the PIG. This link can be found on Nelson MindTap.

-~

High Government authorities CASA (Source 3, 2024), Disgruntled former
19 (Source 2. 2013) set and enforce customers
B § . standards (Source 4, 2023)
regularly implement new regulations (Source 5, 2024).

Manage 79% of reviews were

Keep satisfied closely negative

Popular destinations
(Source 1, 2024) Shareholders

] (Source 1, 2024)

g

o Residents near airports
(Source 6, 2021),

Monitor residents experience noise pollution
(minimum effort) Keep informed
Suppliers and service providers
(Source 1, 2024)
Low
Low High
Interest
| Positive impact Negative impact

W YA Power Interest Grid (PIG) example for Virgin Airlines looking to expand its network and fly to more
regional destinations

As explained in Chapter 7 of Business for QCE Units 1 & 2, a business has a number of options to finance its

establishment, either through equity finance or debt finance. In maturity, a business may also seek debt or equity

finance to fund the establishment of its expansion and global operations.
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Key learnings

You will learn about financial management strategies in a competitive market through examining:

e private equity e dividends

* going public e accessing government grants and incentives.
* money in capital markets

Private equity

Private equity is the investment of money into private companies not listed on a public exchange. This capital
investment comes primarily from institutional investors and accredited investors. Private equity can also be raised
for the buyout of public companies, resulting in the delisting of a business. There are a range of structures and types
of private equity funding to suit different applications and the fee structure will vary depending on the agreement.

100% EEEEEEN B |
90% I I
T 80%
2 70%
2 0%
2 50% I | [
S 40% |
e 30% -
& 20% l B
10%
0%
SSSRES882RREREFRRERE=S588:2888¢88
No. of deals Aggregate deal value ($mn)
Bl Add-on & other I Angel/seed [ Grant
W Growth capital/expansion W PIPE W Series A
B Series B B SeriesC Series D and later

B Venture debt

HETTCYEY Series A, B and C are venture funding stages that follow seed and angel investing, allowing investors to fund a
growing company in exchange for equity.

Advantages Disadvantages

® Uses business capital, so no repayment ¢ Dilutes ownership

slaligiiions o mest @ maliniEn ® Repayment costs can be more than debt

e Increased company worth, borrowing financing

SRR E e S i e Loss of control and flexibility

¢ Credibility and increased credit worthiness

. ; * Investors can be difficult to
for future investment pursuits

source

* No personal liability * Profit-sharing among new equity owners

¢ Expertise from investors means reduced profits for all owners

e Accountability

IR ®PY Advantages and disadvantages of private equity funding

Private equity: the funds that institutional and retail investors use to acquire public companies or invest in private companies

9780170484367
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Generally, to finance global expansion, growth capital investments are sought. These are private equity
investments made in mature companies with proven business models that are looking for capital to expand or
restructure their operations, enter new markets, or finance an acquisition. Pools of funds are sometimes created
by private equity firms to invest in a number of joint ventures and expansions.

GAINING INSIGHT 4.13

Australian Investment Council: Private equity

The Australian Investment Council is the peak body for Any reference to ‘private

private capital in Australia and has 200-plus members,  capital’ refers to private equity, :‘,
whose primary interests are to acquire the maximum venture capital, private debt, real L

returns on business investments that they help to estate, infrastructure and natural Weblink
fund either during the early stages of their business resources asset classes. Private
or through large-scale growth and expansion, or to Read more about mature fiip(::é
manage the buyout of other mature and established businesses that have been able to

businesses. grow and expand through private

capital funding via the link found on Nelson MindTap.

No. of General | No. of portfolio

| Gk Partners (GPs) companies
Private Equity (PE] | 42.2B 50 320
Venture Capital (VC) | 20.0B 29 536
Total 62.2B 79 856

Source: Private Equity Investment by Category as reported by AVCAL, 2017 Yearbook,
Figure 21, p. 21, http://bit.ly/ArchiveYearbook2017 Please note, AVCAL is now the Australian Investment Council.

VYRR Private capital currently accounts for approximately 3 per cent of Australia’'s GDP.
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INQUIRY

Private equity firms

You are to conduct an inquiry into the role of venture capital (VC)
and private equity (PE) in supporting business expansion in the
maturity stage of the business life cycle. Your research will focus
on why Australian-owned businesses seek external investment
despite having an established market presence and how these
funding sources contribute to their growth strategies.
1 Select and research one business from the list below that has
received venture capital or private equity investment during
its maturity stage:

iStock.com/MTStock Studio

a Canva

b Pet Circle B

¢ Retail Zoo (Boost Juice & Betty’'s Burgers). Equity financing allows institutional
2 Explain why the business needed to seek venture capital or and retail investors to acquire shares in or invest in

private equity funding for its expansion strategy. businesses.

3 Discuss why a business might opt for private equity over other
financing strategies such as debt financing, government grants, etc.

Initial Public Offering

‘When a privately owned business decides to go public, it sells shares that were formerly privately held to new
investors for the first time. Also called an initial public offering (IPO), this is an opportunity for a business to get
a large capital injection by offering shares in the business to the general public on the Australian Securities
Exchange (ASX).This capital injection is often used for research and development (R&D) or to cover the
growing expenses and debt associated with expansion. IPOs often generate publicity, introducing products to
consumers who may not otherwise have heard of them. Eventually, that leads to increases in market share.
IPOs can also provide company founders with an exit.

Typically, an IPO takes approximately five months
once advisers have been appointed

Step 1 Appoint advisers (week 1)

Professional advisers are involved with the preparation of the prospectus (offer document), participate in the due
diligence process for the IPO, and price and market the offering to investors.

Step 2 Prepare the prospectus, due diligence (weeks 2-10)

The Australian Corporations Act contains a general disclosure test for prospectuses, which requires a prospectus to
contain all the information investors need to make an informed assessment about your offer. This usually includes
information about your company’s business model, risks, management, financials, and any rights and liabilities
attached to the shares. The due diligence process is guided by a committee, comprised of representatives of the
company and other parties potentially liable under the prospectus.

Step 3 Commence institutional marketing program (weeks 10-12)

The Corporations Act strictly limits advertising of an IPO prior to lodgement of the prospectus with ASIC. However,
certain marketing activities can be undertaken to institutional investors, including IPO roadshows.

Initial public offering (IPO): the process of selling to new investors for the first time shares that were formerly privately held;
also known as floating
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Step 4 Lodge prospectus with ASIC (weeks 11-12)

An exposure period of seven days starts from the date of lodgement. During this time the prospectus is made available
for public review and comment, and during this period the company cannot accept any applications under the offer.
ASIC can extend the exposure period to up to fourteen days after lodgment if it needs more time to review the
prospectus. Applications from investors can be processed after the end of the exposure period.

Step 5 Listing application lodged with and reviewed by ASX (weeks 11-16)
The formal listing application is lodged with ASX within seven days of lodgement of the prospectus with ASIC. Typically,
the review and approval of the application by ASX is completed within four to six weeks.

Step 6 Marketing and offer period (weeks 13-17)
The offer to retail investors starts after the exposure period and usually is open for a period of three to five weeks.

Step 7 Offer closes, shares are allocated, trading commences (weeks 18-19)

On listing day, you'll be invited to attend a listing ceremony at ASX to ring the ASX bell and commence trading in your
company'’s shares - and officially join a globally recognised market.

7 steps to IPO

STEP1 STEP4 STEP6
Appointing Lodge prospectus Marketing and
advisers with ASIC offer period

] nge ®

STEP2 II STEPS

Preparing the prospectus Listing application ﬁ
and due dilligence lodged with and <
STEP3 reviewed by ASX STEP? &
Commence institutional Closing the offer 2
marketing 5

‘Capital with confidence: A launch pad to accelerate your growth’, Australian Securities

ALY WYY The steps to listing a business on the Australian Securities Exchange [ASX]

Note: This is a general guide to listing requirements and is not exhaustive, nor a guarantee of a successful listing application.
For full details of the ASX Listing Rules please visit asx.com.au/listings.

‘When going public, companies must make extensive disclosures and submit to stringent regulations and
reporting and accountability requirements to ensure compliance. Before going public, a company must weigh up
the advantages and disadvantages to determine if it will be a beneficial strategy for reaching the objectives and
goals of the business.
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Guzman y Gomez shares soar on first day of trading

Guzman y Gomez (GYG), the Mexican-themed fast-food
chain, made a spectacular debut on the Australian
Securities Exchange (ASX), becoming the largest local
float in three years. Shares surged 36 per cent on the
first day, closing at $30, well above the $22 IPO price,
giving the company a market value of over $3 billion.

Co-founder and co-CEO Steven Marks, visibly
emotional at the IPO ceremony at the ASX in Sydney,
called it a 'big milestone’ and thanked his team, family
and early backers. Marks, who co-founded GYG in
Sydney 2006 with fellow New Yorker and best friend
Robert Hazan, now holds shares worth over $264
million, with additional options potentially worth
another $30 million.

Fairfax/Nine Publishing

FEVCYWARR Fast-food chain Guzmany Gomez investors
and employees cheer as the company floats on the ASX

at a valuation worth more than $3 billion.

Originally planning to raise $242.5 million, GYG
increased the offer to $335.1 million due to strong
investor demand. $200 million in proceeds went
directly to the company to fund expansion, while the
rest went to existing shareholders who sold down
their stakes. Major new investors include Capital
Research Global Investors (a backer of Chipotle and
Yum! Brands), Aware Super and Hyperion Asset
Management.

GYG plans to open 30 new restaurants in 2025,
with a long-term goal of reaching 1000 stores across
Australia - putting it in the same league as
McDonald’s. The company currently operates 185
stores in Australia, along with locations in Singapore,
Japan and the US.

James D. Morgan/Getty Images

LYW Cuzman y Gomez (GYG) hopes to open 30
new restaurants in the 2025 financial year.

ASX executive Blair Beaton said GYG's float was
the largest since November 2021 and could help revive
Australia’s IPO market. ‘We expect it will serve as the
impetus for a broader reopening of the IPO market and
adds to the existing demand we've seen for secondary
capital raisings in recent years,” he said.

Commenting on the market debut of Guzman'y
Gomez, Andrew Mitchell, co-founder of Ophir Asset
Management, highlighted the company’s strong
fundamentals, stating, ‘It has been a very long time
since a business as exciting as Guzman y Gomez has
listed on the ASX. It ticks a lot of boxes: great business,
great management and strong growth, so it's not

surprising to see the exuberance so high on its debut.’

Fairfax/Nine Publishing

HEICYWAR Guzmany Gomez co-founder Steven Marks
watches the soaring stock raise the value of his stake to

more than $240 million.
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Despite the excitement, some analysts urged Steven Marks emphasised that the company’s
caution. Morningstar valued the stock at just $15, and focus remains on execution, not short-term stock
others questioned the company’s high valuation given movements. 'We know in the long run, the value of the
its modest forecasted profit of $3.4 million for 2024. stock will reflect the valuation of the business.’

Dean Fergie of Cyan Asset Management noted that Source: Jessica Yun and Colin Kruger, ‘Guzmany Gomez's
limited IPO activity may have driven demand, even at sizzling $3b debut raises hopes for IPO market revival',
steep prices. TAMIM Asset Management also raised Sydney Morning Herald, 20 June 2024, www.smh.com.au/

business/companies/guzman-y-gomez-burritos-

concerns about how lease liabilities were presented in bust-the-market-with-3b-debut-202406 19-pSjna.html

the IPO documents.

Money in capital markets

A capital market is a market where buyers and sellers engage in the trade of financial securities like bonds and
stocks. The buyers and sellers can be individuals or institutions. Entrepreneurs and larger established businesses
invest in capital markets and rely on the growth of capital markets to give them return and increase the capital
available to them. Investors and individuals use capital markets to increase their personal wealth. The stock
market and the bond market are part of capital markets. There is a lot of risk for businesses that expand through
the investment in capital markets as it relies on the investments giving positive and timely returns.

Watch the video ‘Understanding capital markets’ to help you understand the role of financial securities in
financing expansion and business growth. This link can be found on Nelson MindTap.

Dividends

A dividend is a portion of the profits
made by a public company that is

distributed to shareholders. Dividends DIVIDENDS

can be issued to shareholders as cash . 3
payments, shares of stock or other

property; a cash dividend paid at Jul
regular intervals (for example, quarterly ‘.'I:'l“

or annually) is the most common.
Generally, it is the larger, more
established companies with predictable
profits that are the best dividend payers,
but businesses that are expanding or
expecting rapid growth through new
strategies may also yield strong returns.

Some start-ups and other high-
growth companies, such as technology
or biotech start-ups, may not offer
regular dividends as they are in the early stages of development and may incur high costs in their R&D, business
expansion and operational activities. This means they may run at a loss or may not have sufficient funds to issue
dividends.

Companies may also avoid making dividend payments if they are aiming for higher-than-average growth and
expansion, and want to invest the profits back in the business. This can be a challenging strategy when trying
to attract investors, as shareholders expect dividends as a reward for their trust and investment in a company.
A high-value dividend declaration can indicate that the company is doing well and has generated good profits,
but it can also be a sign that the company has excess cash that is not being utilised for growth and development.

Calvin Chan/Shutterstock.com

Hl[VI-WWAR Dividends can be paid on the shares in capital markets.

Capital market: where buyers and sellers engage in the Dividend: a portion of the profits of a company that is paid to
trade of financial securities such as bonds and stocks to the shareholders
grow investment capital and create wealth
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Paying dividends: Breville % ASX
Founded in Sydney in 1932, Breville Group Limited STOCK B JOFFERL LAST VoLl STOC LR
(ASX: BRG) is an Australian-owned company that 'y

sells electrical consumer products and home goods.

Bill O’Brien and Harry Norville (born Charles Henry

Norville) mixed their last names together to create the

Breville brand. Their invention, the original electric

sandwich toaster, was a huge success on its launch in

Australia in 1974 and sold 400000 units in the first year.
Breville then expanded into New Zealand and

the United Kingdom, with worldwide demand for

its innovations and inventions. Breville’s R&D team

Jenny Evans/Getty Images News/Getty Images

has over 100 active patents and has been awarded eI Breville Group Ltd is listed on the ASX.
more than 40 international design awards. In 1974, it
completed development of the toastie maker. In 1977, In 2024, Breville Group had an annual dividend of
Breville launched Australia’s first food processor, the $0.34 per share, with a yield (the percentage of the
Breville Kitchen Wizz. A capital injection and continued share price paid out as a dividend) of 0.96 per cent.
funding for R&D and further expansion came with The dividend is paid every six months.
Breville’s IPO in 1999. The value of Breville Group In 2025, Breville announced its plans to plans to
shares has continued to grow and pay dividends to expand into China and the Middle East, aiming for a
shareholders. stronger presence across the Asia-Pacific region.

45 '

Current share price $38.00 \
40 '
g | |

30 |‘ ! ‘ 'I

- “ \‘M |

20 5| | I? ‘

15 | 1 ’l' “

Volume

Adapted from ASX, https://www.asx.com.au/asx/share-price-research/company/BRG

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

SV CWWAR Breville Group Ltd shares have increased in value since the company’s IPO in 1999.
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Accessing government grants and incentives

As introduced in Chapter 5 of Business for QCE
Units 1 & 2, grants and funding opportunities

help to support the growth and development of a
business in maturity, and increase exports and global
business from Australia. When selecting financing
options for expansion, one of the primary benefits of
government grants is that the business doesn’t have
to pay anything back.This can take away some of
financial burden and pressure and enable a business to
take a risk in expanding to a market that an investor
or a bank may not finance. Most government grants
are short term and come with strict guidelines and
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Boris Zhitkov/Getty Images

S CYWAR Covernment grants and incentives are
designed to foster growth and expansion in Australian

businesses.

expectations; so, while they are an attractive source
of finance, a business must ensure it can comply with
the conditions and meet the outcomes of the grant.

GAINING INSIGHT 4.16

v2food: Revolutionising the meat industry

For thousands of years, meat has been essential to
human diets. As global meat consumption increases
and the population is predicted to approach 10 billion
by 2050, the challenge is not to eliminate animal
meat but to find ways to produce more without raising
additional livestock.

The global food system produces 35 per cent of the
world’s greenhouse gas emissions, with 57 per cent
of these emissions resulting from the production of
animal-based foods, including meat, poultry, dairy
products, crops grown to feed livestock and pastures
for grazing.

v2food is an Australian company committed to
creating ‘version 2’ of food to help feed the world’s
rapidly growing population. It is seeking to be a carbon
negative company, and is constantly revising its
processes to minimise its carbon footprint.

Itis a joint venture between CSIRO (Australia’s
national science agency), Main Sequence Ventures
and Competitive Foods Australia (the parent
company of Hungry Jack’s). This partnership
illustrates how sharing expertise across different
sectors can lead to incredible results for innovative
business ideas.

Together, they produced a range of plant-based
meat alternatives that closely mimic traditional
meat’s taste, texture and nutritional profile. v2food’s
flagship product, the v2Burger, was launched in
Hungry Jack’s restaurants as part of the Rebel
Whopper line in 2019.

The global market for alternative foods to meat is
expanding at a rapid rate, fuelled by heightened consumer
awareness regarding health, ethical considerations and

9780170484367

The v2Burger was launched in Hungry Jack’s
restaurants as part of the Rebel Whopper line in 2019.

environmental issues. Euromonitor’s report forecasts that,
by 2027, the global meat-alternatives market will surpass
US$35 billion, notably expanding in the Asia-Pacific
region. v2food aims to tackle these global sustainability
challenges, including the environmental impact of
traditional meat production and the increasing demand for
protein in a rapidly growing population.

v2food has leveraged various government grants
and incentives to drive its growth and innovation in the
plant-based food industry. Through the Cooperative
Research Centres Projects Program, it partnered
with GrainCorp and CSIRO on a $4.4 million project to
enhance Australia’s plant protein market. The company
also participated in the Food and Beverage Accelerator
program, part of the federal government’s Trailblazer
initiative, to collaborate with researchers on product
development and market expansion. Within its first year,

Bloomberg/Getty Images
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v2food secured $35 million in funding and expanded its
operations across Australia, New Zealand and Asia.
Convincing traditional meat eaters to switch to non-
meat alternatives remains challenging, particularly in
markets where meat consumption is deeply ingrained
in cultural norms. By focusing on creating products that
attract meat-eaters, not solely vegetarians or vegans,
v2food has ensured that the taste and texture appeal to all
consumers. Additionally, v2food has focused on affordability
and aims to position products as competitively priced
compared to traditional meat, thus boosting accessibility.
v2food collaborates with leading retailers, such as
Woolworths and Coles, and food service providers to
enhance its market presence and continue to widen its
customer reach. The company also aims to further expand
into international markets, particularly in Asia, where
the demand for plant protein is growing rapidly. v2 was
also recognised for innovation and sustainability efforts,
winning awards like the Good Design Award in 2020.

Questions

1 Explain how v2food has accessed government
grants and incentives to establish operations in
Australia and globally.

2 Using a PIG, analyse v2food’s stakeholders,
including government agencies, private investors,
customers and suppliers, based on their level of
power and interest in the company’s financing
decisions. A PIG template is available for you to
download on Nelson MindTap.

Key learnings

S i T N e )
HLEYRYN v2food added seven new products to its

range in 2022 to cater to the growing number of shoppers
who choose no-meat options for their weekly meals.

) . a9
3 Interpret one relationship and ":
one trend in the PIG analysis
to draw conclusions about the Template
Power

implications of expansion for
a mature business.

4 Evaluate the use of
government funding as a financing strategy for
v2food to overcome expansion challenges using the
criteria of effectiveness and stakeholder satisfaction.

Interest Grid (PIG)

You will learn about evaluating financial management strategies and financing options in a competitive market

through examining:

» effectiveness

+ efficiency

e competitiveness

» stakeholder satisfaction.

Effectiveness

Eftectiveness determines the extent to which financial strategies enable the business to achieve its intended

goals or outcomes, such as profitability, cash-flow stability or growth. For a business in the maturity stage,

slowing revenue growth and market saturation often necessitate reinvestment into innovation or diversification.
For example, restructuring loans to fund new product development or market expansion is crucial. Evaluating
effectiveness requires measuring the success of achieving goals by looking at financial performance indicators,

such as return on investment (ROI) or revenue growth. Effectiveness is maximised when the strategy supports the
business in maintaining relevance or responding to market changes. One way to easily measure the achievement of
business goals or the effectiveness of a strategy is through the triple bottom line.

9780170484367



CHAPTER 4 — COMPETITIVE STRATEGIES: HUMAN RESOURCES AND FINANCE 133

Triple bottom line

The triple bottom line is the idea that a business’s focus on its return should extend beyond the purely financial to
include social and environmental considerations. First explained by John Elkington in 1997, the triple bottom line
is a bottom line that continues to measure profits, and also measures the organisation’s impact on people and the
planet. The triple bottom line is a way of expressing a company’s impact and sustainability on both a local and a
global scale. It means that companies are measuring their degree of social responsibility, their economic value and

their environmental impact.

People

Planet

FEICY Ry Striving for the triple bottom line is a business
strategy that can attract further investment and growth.

GAINING INSIGHT 4.17

Sorella Organics

sorella-s
organics

HEPLEERRY Sorella organics focuses on the effectiveness of
achieving business goals and objectives through the use of a

Sorella organics

triple bottom line strategy.

In the world of fashion, which can often go hand in
hand with environmental degradation and abuse of
human rights, the story behind the clothes matters.
Sorella organics is an independent Australian label
founded by Anna McGregor and sells a collection of
sleepwear and loungewear for men and women, and
maternity wear. Anna sources the softest certified
organic and fair-trade cotton, ensuring each piece is
kind on the skin, kind to the environment and kind to
the farmers growing the cotton. The collection is made
in both Australia and Fiji.

Given Anna’s background in international
community development with non-profit organisations

Triple bottom line: an accounting framework that broadens a business’s focus from only the financial bottom line to include

social and environmental considerations
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committing to building capacity, and being patient with
small, slow production runs, the company has fulfilled
its vision to not only produce high-quality pieces for
Sorella, but also to increase workers’ capacity to partner
with other Australian labels - thereby contributing to
sustainable employment.

Anna was awarded honorary membership of the
Ethical Fashion Forum'’s Fellowship 500 (an industry
body for sustainable fashion), recognising Sorella
organics’ commitment to sustainable and ethical
fashion. She is devoted to continuing to learn and
improve all elements of Sorella’s supply chain to
reduce environmental impact and become a leader in
ethical fashion in Australia.

v’

Sorella organics

We all love to wear clothes that make us feel good.
As consumers we can also choose clothes that
Meet Illimeleki, who makes Sorella organics make us feel good about the difference we make to
garments in Fiji. other people’s lives, and the environment. You are
making a big difference with your purchase with us -
so, thank you for choosing our small independent
label and organic and fair-trade cotton.

including Oxfam and Care Australia, she has found the
opportunity to work in Fiji hugely rewarding. Anna has
spent over three years upskilling workers at all stages

Source: Anna McGregor
of production, from cutting to sewing and finishing. By

Questions
1 Explain the concept of a triple 3 Brainstorm a list of triple bottom line businesses.
bottom line. Discuss the similarities in their strategies and how

2 Explain how Sorella organics leverages this
strategy as a competitive advantage.

this leads to their success in the maturity stage of
the business life cycle.

Efficiency

Efficiency assesses the extent to which financial resources are optimally allocated and used. Businesses usually

face increased cost pressures in the maturity stage, making efficient resource use critical, particularly during
expansion. Strategies such as implementing lean financial management processes, renegotiating supplier contracts or
consolidating operations can be efficient ways to reduce unnecessary expenditures. Efficiency is judged by looking at
financial measures such as cost ratios, operating margins or cost—benefit analyses for particular strategies. A financial
strategy can be deemed efficient if it maintains profitability without compromising quality or customer satisfaction.

Cost-benefit analysis

In order to make an evaluation and decide on the best course of action during expansion in the maturity stage
of the business life cycle, a cost-benefit analysis can be useful. This helps a business to decide if the strategy

or proposed project is financially feasible or not by evaluating all the potential costs and the qualitative and
quantitative benefits that could be generated from the strategy.

Cost-benefit analysis: an approach used to determine the financial viability of a project or strategy by comparing the predicted
benefits (returns or income) with the anticipated costs associated with the project or strategy
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Lost revenye

Administration costs

project or strategy

HETIEYREY Examples of the potential costs and benefits that are weighed up to determine the financial viability of a

Increaseqd goodwill

Time—saving benefits

The tool is credited to French engineer Jules Dupuit, who used the basic concepts of what later became
known as cost—benefit analysis to determine the value of tolls for a bridge project to calculate the payback
period of the bridge. The tool was then further refined and popularised by British economist Alfred Marshall.

GAINING INSIGHT 4.18

Cost-benefit analysis

A cost-benefit analysis is an analytical tool used to
analyse the predicted financial benefits and anticipated
costs of a project or strategy. This tool is designed for
non-critical financial decisions and allows the business
to determine if the project or strategy is financially
viable or not.

A cost-benefit analysis is completed by looking
at all of the impacts of a project or strategy and
quantifying these into monetary terms. This means
putting a dollar value or estimating a dollar value for
every anticipated cost or gain from implementing a
strategy. This includes short- and long-term, recurring

9780170484367

and one-off impacts. Once all the costs

and benefits have been quantified, the value for
money and feasibility of a strategy can

be determined.

There is not one universally accepted template
or model for completing a cost-benefit analysis, but
generally the approach will either look at the value
of one strategy over a period of time to determine
the present value from year to year or will look at
the total costs and benefits to determine the time
period before the strategy results in a gain for
the business.
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LELIEYME A simple cost-benefit analysis to compare the costs and benefits of a number of options to decide on the
most appropriate option. This example compares three options to consider for the clearance control of the rhododendron
garden shrub species.

Costs

Inspection costs to government 3700000 14000000 17700000
Rhododendron clearance 4300000 0 4300000
Diagnostic tests 2000000 3700000 5700000
Inspection costs to industry 500000 1700000 2200000

Historic gardens lost visitors

Benefits

Reduced cost of outbreak control to nurseries 1800000 -2200000 -400000
Exports 800000 -800000 0
Social and environmental benefits of woodlands 9400000 -9900000 -400000
Historic gardens clearance and maintenance costs 9300000 -13700000 -4400000
Ecosystems services of heathland 0 0 0
Benefit from rhododendron clearance 3000000 3000000
Benefits minus costs 13800000 -46000000 -32100000

JELICYA A multi-year cost-benefit analysis shows the yearly position of the proposed strategy or project. This is
calculated using the costs and benefits with the discount factoring applied to make allowances for the predicted increase
or decrease in cost or benefit from year to year.

Cost-benefit analysis: Financial system (Accounting)

Cost Year

. o | | 2 | 3 ] & ] 5 |
Operations ($75000.00) ($82500.00) ($90750.00) ($99825.00) = ($109808.00)
Development ($50000.00)
Discount factoring @ 15% 1.00 0.87 0.76 0.66 0.57
Cost value (present value) ($50000.00) ($65217.00) = ($62382.00)  ($59670.00)  ($57075.00) ($54594.00)

Cumulative costs (present ($50000.00) | ($115217.00 | ($177589.00) | ($237269.00) @ ($294344.00) = ($348938.00)
value)

I N N S S S N

Tangible $110000.00 $121000.00 $133100.00 $146410.00 $161051.00

Intangible $10000.00 $10000.00 $12100.00 $13310.00 $14641.00
R . ) N N M

Discount factoring @ 15% 0.87 0.76 0.66 0.57

Benefit value (present value) $104328.00 $99811.00 $95471.00 $91320.00 $8735[].00

Cumulative benefit costs $104328.00 $204159.00 $299630.00 $390951.00 $478301.00

(present value)

Cumulative costs + benefits | ($50000.00) ($10870.00) $26560.00 $62361.00 $96606.00 $129363.00
(present value)
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Worked example of simple cost-benefit analysis

Costume Cupboard is an Australian business that has been operating for four years. Its online sales are exceeding

targets in New Zealand and Singapore, but the cost of shipping costumes from Australia to its overseas customers

is quite significant. The owners of Costume Cupboard are considering opening a new store in one of these overseas
markets. A cost-benefit analysis is completed to explore the two expansion options.

Rent of new building $13500 $20000
Licensing costs $10000 $15000
New staff wages $55000 $75000
Recruitment costs $5250 $7000
Orientation and training $3000 $3000
Store fit-outs $5000 $15000
Stock for new store $10000 $20000
Lost revenue before opening (two weeks anticipated income) $15000 $30000
Exchange rate losses $5000 $10000

Total costs $121750.00 | $195000.00

Extra sales from new market $130000 $260000
Savings in retail postage costs by having product in store $10000 $5000
Improved customer service and retention as a result of extra stores $15000 $10000
Total benefits $155000.00 | $275000.00
The costs and benefits of the two markets can be New Zealand
compared by calculating the amount of time it will take
to repay thg investment of oper'wing in the new market 121750 =0.78 years = 9.4 months
and to begin to generate a profit. 155000
This is done by dividing the total of all costs by the
total of all benefits to determine the amount of time Singapore
in years. L
—— =0.70 years = 8.5 months
Total of all costs — 275000
= Payback period in years <t
Total of all benefits ) o . P 4
With this information, the e
To convert the calculated figure to months, multiply ~ business can decide which is its
. Template
by 12. preferred option based on the level Cost—benefit
Therefore, based on the figures above, the payback of investment, the. anticipated ret.urn analysis
time for each option can be calculated: and the payback time of each option.
Competitiveness

Competitiveness evaluates the degree to which financial strategies enhance a business’s market position against
others in the market. The maturity stage of the business life cycle often brings increased competition, and
businesses might adopt strategies like market penetration pricing, acquisitions, or investment in R&D. The
finance function can support these strategies by securing investment or allocating funds to projects or strategies
with the highest competitive return. The extent to which these strategies create sustainable competitive
advantages — such as superior pricing, unique ofterings or greater market share — is central to evaluation.
Data-driven comparisons to competitors’ financial positions, such as profit margins and market share,

help determine if a strategy is competitive.
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Stakeholder satisfaction

Stakeholder satisfaction assesses the extent to which financial strategies meet the needs of stakeholders, including
shareholders, employees and customers. A mature business might offer dividends to shareholders to maintain
loyalty and meet investors’ needs or wants. Alternatively, investing in employee training or customer loyalty
programs could enhance long-term engagement of stakeholders, aiding the financial sustainability of a business.
Stakeholder satistaction evaluates the use of financial strategies through metrics like profit margins, shareholder
returns, employee retention rates and customer satisfaction scores.

Weblinks Templates
Australia’s best workplaces 2024 (p. 109) ® Power Interest Grid (PIG) (pp. 95, 123 and 132)
Discrimination laws (p. 111) ® SWOT analysis (pp. 100, 109, 112, 114, 139 and 145)
Intrapreneurship article (p. 112) ® Cost-benefit analysis (p. 137)
Hackathons (p. 113)

Least preferred co-worker survey (p. 116) Chapter summary

The Minefield podcast (p. 119) ® Chapter 4 Competitive strategies: Human resources

. . . and finance (p. 139)
Video - Stakeholder analysis and Power Interest Grid

(p. 123)
Private capital funding (p. 125)
Video - Understanding capital markets (p. 129)

To access resources above, visit

:I‘: N elSOn M I ndTap cengage.com.au/nelsonmindtap
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Chapter 4 review

This chapter introduced finance and human resources strategies used by mature businesses to
ensure they remain competitive. You can demonstrate an understanding of this chapter content by :‘o

successfully responding to the following questions. b
Summary

4.1 Short response I

1 Explain how two leadership styles could impact on a business in the maturity stage. Stztsigl:ff;::g;an

2 Describe two macro environmental factors that affect human resources management finance

decisions.

3 Describe two macro environmental factors that affect financing of global expansion.

4 Explain the importance of intrapreneurship in competitive environments.

5 Explain the relationship between strategic planning and human resources management.

6 Explain why some businesses might choose to be employers of choice and what the value of being listed as a great

place to work is.

Explain the importance of diversity and inclusion in the workplace.

Using your knowledge of expansion and business diversification, explain why financing options impact on the

competitiveness of a business.

9 Explain the interrelationship between motivation theories, staff retention and being an employer of choice.

10 Explain how Fiedler’s contingency theory could be utilised during an expansion strategy into a new global market.

11 Create a table to compare the advantages and disadvantages of each of the financing options for global expansion.

12 Explain to business owners why they need to adopt financial management strategies to remain competitive in each of
the four evaluation criteria.

00 3

4.2 Extended response

1 Create a multimodal response of three to five minutes to explain three strategies an employer could implement to
become an employer of choice.

2 Using the inquiry process, create a written extended response in the form of a business report to communicate the
following.
a Describe a business in your local region that would benefit from capital funds for expansion.
b Explain the options for financing expansion.
¢ Using criteria, evaluate and recommend the most appropriate way for the business to source capital for an

expansion strategy.
3 Read the case study about Sunshine Coast Lightning and answer the following questions.

a Create paragraph responses to the case study above to: :"
i describe the business idea behind Sunshine Coast Lightning L
ii explain the strategies or situations that would make Sunshine Coast Lightning an
employer of choice over another club in the Super Netball League Template
iii explain why the culture established by Sunshine Coast Lightning is so important to its analysis
success

iv explain how culture affects a business in the maturity stage of the business life cycle
with regard to human resources and staff retention.
b Create a SWOT analysis to analyse the strengths, weaknesses, opportunities and threats of the leadership styles
and human resources strategies demonstrated by Sunshine Coast Lightning.
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Sunshine Coast Lightning: Positive culture and retention

A sporting team is a business. It can be owned by individuals or by companies, but like all businesses it has a clear
set of goals and objectives and it must employ or attract the right people to meet these objectives. The Sunshine
Coast Lightning netball team is a unique joint venture between NRL club Melbourne Storm and the University of the
Sunshine Coast (USC].

Founded in 2016, Sunshine Coast Lightning is the most successful start-up sporting team in Australia, having won back-
to-back grand finals in 2017 and 2018. The entire original squad, recruited and announced in 2016, remained for both the
2017 and 2018 seasons. Two of these foundation players - Steph Fretwell [nee Wood) and Cara Koenen - remain in the team,
with Steph now the captain.

While Lightning’s on-court success is undeniable, attracting the right team and putting the right foundations
in place off-court were just as important. Lightning has built its culture on the values of passion, purpose, people
and having a point of difference - values that were determined by all club personnel. Two people who were crucial
to Lightning’s unique club ethos were founding CEO Danielle Smith and previous head coach Noeline Taurua. The
pair’'s ability to recruit highly skilled and talented people who were passionate about building the club’s ethos is
commendable. They believe that:

... when starting a new company or team, it is said your personality becomes your culture. The thought that went
into putting together the right personalities is evident in our team and has been a big part in how we have gelled
together so quickly.

Culture isn’t something you can buy or force; it is created when the right people come together in an environment
where people truly lead by example. Without an existing club or culture, it was challenging to make signing attractive
for players in the foundation squad:

The first part was Noeline as the coach. She’d have a discussion with each of them and really took the time to
understand what they wanted to get out of their netball career. Some were older and so it was maximising the
time they have remaining in the sport, what they wanted to do in terms of their international career, what their
life was outside of netball, whether it was another job or studying or whatever. She talked through the team she
wanted to create, the playing style, and that really appealed to a lot of the players.

It is important to align people’s individual goals with the objectives of the club to ensure a cohesive team that
is working for the same achievements or in the same direction. These values and the work ethic implemented at
Sunshine Coast Lightning are behind the team achieving the accolade of most successful start-up in Australia’s
sporting history and retaining so many of its key sporting stars.

Plus Sports Images/Alamy Stock Photo

S CHATN The culture at Sunshine Coast Lightning underpins its retention of key players and its success as
back-to-back champions.
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Case study 1: Competitive markets - Asian expansion
Ego Pharmaceuticals

o8

Flgure (Wl Ego Pharmaceuticals exists to improve the lives of
people through the science of healthy skin.

the science
of healthy skin

Ego Pharmaceuticals

About Ego Pharmaceuticals

Ego Pharmaceuticals Pty Limited is the largest
Australian pharmaceutical business, specialising in

the research, manufacture and marketing of high-
quality skincare products. The private company is based
in Melbourne and currently produces more than

150 innovative products, exports to over 25 nations and
is used by more than three million people every day.

Ego was founded when Gerald Oppenheim, a chemist,
and his wife, Rae, a nurse, saw a need in the market for
products to restore and maintain healthy skin. In their
laundry they developed Ego Pine Tar Bath Solution, later
called Pinetarsol, which remains one of Australia’s most
widely used anti-inflammation skin treatments.

Gerald and Rae’s son, Alan Oppenheim, is now the
managing director. His leadership solidifies the culture
and objectives of Ego. He guides the team as it continues
to seek new ways to improve and maintain the company’s
reputation for innovation in products for skin treatment
and healthy skincare. Ego Pharmaceuticals now offers
products that include gentle skin washes; insect
repellents; creams to treat skin conditions, insect bites

Ego Pharmaceuticals

and burns; hair products; and sunscreens. EETICYAWA Ego is an acronym for Erwin and Gerald

The Ego Pharmaceuticals portfolio of brands Oppenheim. Gerald, with his wife Rae (pictured), founded
includes QV Skincare, SunSense, Moov Head Lice, Ego Pharmaceuticals in 1953. Dermatologist Erwin
Agium, SolvEasy, SO0V, Pinetarsol, Azclear Action, Oppenheim was Gerald's father.

Elucent, Egoderm, Egozite, EgoPsoryl TA, Sebi,
Silic 15 and Moov Insect Repellent. =
Sold only in pharmacies, Ego products treat
and prevent skin diseases and skin conditions, as
well as maintaining healthy skin. Pharmacists,
doctors and nurses need to know the science and
the benefits of Ego products and are the best sales
advocates for the quality and performance of the

products. FETICYSAER Ego now has more than 150 innovative products in
its portfolio of brands.

Ego Pharmaceuticals
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The expansion journey
Ego’s exports, which now approach 50 per cent Ego WorldWide

of the company’s sales, have come about from

the company’s strategic global expansion. The
expansion journey started in 1960 with its first
exports to Papua New Guinea, New Zealand and
Singapore. The expansion into Asia continued
throughout the 1960s and was done by appointing a
local, often family-owned, company as ‘distributor’
responsible for sales, marketing and physical
distribution. Ego then further expanded into Asia, -
adding more distributors in Malaysia, Indonesia,
South Korea and China (as seen in Figure C1.4).
Managing Director Alan Oppenheim explains that

‘using distributors is a lower risk channel to enter (?gﬂ
new markets for (mainly smaller] companies; '

602 staff based in 30 cities in 12 nations

Ego Pharmaceuticals

P

it also comes W‘i‘th lower contr?l for cor.npt‘;mies. R AWAY Ego now exports to more than 25 nations with a
It can lead to a “set and forget” mentality if combination of subsidiaries, Ego staff and distributors.
done badly.’
In 2005, Ego began replacing some distributors

with Ego’s own people and now has established GIANTS . _S0GAL ; WEB
subsidiaries in Malaysia, Singapore, China, and the Go gle '@Y""w ayelp’k
United Kingdom. The company has its own staff in | OE | amazon | inde g @ %

) ) . . sLUDAL ! A E %
Bahrain, Kuwait, Qatar, United Arab Emirates, Oman facebook om0
and Saudi Arabia. facew* | |aa=— R

90

In China, all of Ego’s business is done online with
; rrl

bord This all busi k 6; .“ [ 9 U .‘.
Ccross-poraer e-commerce. IS alloOwWs pusinesses Keen |
CHINA ar Rl

to access new global markets to do so simply, safely and Tencent B @%M-‘= Eaa 3 E }

without needing to set up distribution through 88 do ba B ioER =

bricks-and-mortar stores. Selling online also means

that the company doesn’t have to submit to China’s The mobile phone is the fastest-

testing requirements, which it considers to be excessive growing utility in China to access the internet, so

and not based on good, current science. cross-border e-commerce strategies are essential in
While Australian products have a great reputation Asian markets.

and are in high demand in Asian markets, it is a highly
competitive environment and, in the retail environment,
is primarily driven by profit goals. This means that Ego must not only know each of its markets and their cultural
differences, but also make its products accessible in different formats to suit each market. Oppenheim explains
further: "... especially in Asia, our customers are all very technology savvy and have included online forums in their
everyday lives. The use of a cross e-commerce strategy is one we have paid much attention to in recent years, from
e-shop selling to advertising to our interactive and advice-driven sites.’

The size and growth of a market’s middle-class consumers is a key factor when deciding which markets to
expand into for Ego Pharmaceuticals, as is looking at economic indicators, per capita GDP, purchasing power,
pharmaceutical regulations and the business environment for setting up a business.

Strategic planning and the values of Ego

To ensure the values of Ego are upheld and consistently embedded in everything Ego does, the company engages in
strategic planning and extensive staff training. The strategic planning occurs in levels or stages. The Scientific and
Production Operations team runs a suite of expansion plans at any one time. These include building expansions,
production equipment purchases, scientific equipment additions and more. To support this, the Demand Forecasting
Team gets forecasts for sales demand by product, by nation, every month. This data feeds into the Supply Team,
where engineers compare current production capacity for each pack type (bottle, jar or tube, for example] to the
future forecast sales demand. Each region (Asia, Australia, Middle East and the United Kingdom) then develops

its plans for sales and marketing annually with all functional departments (all the above, plus ICT, finance, human
resources etc.) developing plans that feed into annual budgets.
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Values of Ego

1 Quality 4 Innovation
Quality is our way of life Innovation is in our nature
e Quality products e [nnovative products
e Quality processes e We challenge boundaries
and production e All employees are encouraged
e Quality reputation to innovate
2 People 5 Service
Our people make the difference Ego exists to help our consumers
e We value every employee e Ego exists to improve consumers’
e Ego culture inspires success skin quality
e Our people live the Values e Excellent service
e Service to the community 2
3 Ethics 6 Ego Spirit =
We do what is right The spirit of Ego revolves around S
e Honesty a community atmosphere §
e Fairness e Equality G
e Integrity ® Support &

LTI ARY The values of Ego

Regardless of the budgets, market and the sales targets, the values of Ego (as seen in Figure C1.6) are an
essential part of the culture and business; underpin the quality of the products; drive the integrity, commitment to
science and innovation and focus on helping people restore and maintain Skin Health. There may be slight cultural
adjustments made to interactions and operations to align with cultural differences in each Asian market, but the
values of Ego must always be lived and nurtured by every employee.

People and performance strategies

Ego believes that its people make the difference (as seen in Figure C1.7), and with its own people the company can
better ensure the Ego values are nurtured. Treating staff as family, Oppenheim believes, means they are significantly
more committed to the whole Ego team and Ego values, and ‘regular training programs and professional
development keep Egozites (that's what we call ourselves) trained in the latest developments and techniques in their
respective fields of expertise’.

Historically, Ego has always been a pioneer in adopting progressive human resources strategies as a reflection of
its core values. It ensured equal pay for its female staff in Australia in 1960, and in 1974 introduced superannuation.
The company also encourages good practices for the health of its staff, providing regular health checks, flu
vaccinations and, in conjunction with its SunSense message, skin cancer checks to employees who have an interest.

Our people make the difference

We value every employee. Each employee is critical to our success. Our employees provide
excellent quality service to our staff. No job at Ego is so important or so urgent that the time cannot
be taken to perform it in a safe manner. All employees recognise the importance of each others’
personal and family life.

Ego culture inspires success. Our culture means our employees look forward to coming to work.
Our atmosphere is open, encouraging. We are informal to encourage communication. We inspire
each other to achieve our best. We provide challenge to continuously improve. We invest in training
and develop our people so they can continuously improve.

Our people live the Values. We select the staff who will live the Values and have the best skills in
an open, fair and careful process. We are respectful and proud of the diversity of our people. We
respect and embrace the culture of the people of each nation in which we operate.

Source: www.egopharm.com/company/our-values/

HETCYAWA Ego believes its employees are critical to the success of the company.
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Generally, Ego hires local staff in each of its locations with the levels of management feeding back to a manager
for each region in Australia. Hiring its own staff is supported by its own training managers, whose task is to enable
Ego staff to develop and to improve their knowledge and skills. This is an important strategy as distributors tend not
to invest in staff, instead tending to run a short-term strategy and with views focused on making profits.

Oppenheim explains that the culture of Ego and consistency in its values is what keeps staff; the rewards are
simply a by-product of the culture, which in turn becomes part of the retention strategy. Having a global network of
subsidiaries and locations provides opportunities to grow and develop staff in different cultures and locations, and
this is an appealing benefit; however, the current legal complexities around residency and visas make it challenging
to permanently relocate staff from one location to another.

Quality assurance

The first value of Ego Pharmaceuticals is quality in
everything the company does. Making its products in

its own plant enables Ego to ensure the product quality

is consistently the best possible. The world-class
pharmaceutical plant in Melbourne (Braeside) has a
licence to manufacture therapeutic goods from the
Australian Government Therapeutic Goods Administration
(TGA). TGA inspects Ego’s plant regularly.

Many companies outsource manufacturing,
Oppenheim explains. ‘They either don’t care or don’t
understand the issues that this causes. Or maybe they
don’t have the money to invest in their own plant. For
Ego, most of the profits are reinvested in continually

Ego Pharmaceuticals

expanding its plant.’ (See Figure C1.8.) HETICASAEEY Export growth enables an increase in
The $35 million headquarters, with a 9000-pallet efficiency as the plant grows.

storage and distribution centre, was built on a second
site in Melbourne (Dandenong), while in 2018 at its
Braeside site Ego started its 28th extension and planned the 29th.

Challenges of expansion in the Asian market

Being adaptable and choosing products that suit local tastes is important, while remaining true to the Ego brand
values can be a challenge with any global expansion. In addition, there are some obstacles that can arise when
expanding into the Asian market. Other than multiple language barriers, there are individual cultural values
and traditions to be aware of; for example, the gentle diplomacy and clear hierarchy of people are important to
acknowledge, especially in business meetings.

In Asia, relationships or ‘guanxi’ are also very important. Companies are reluctant to buy from or engage with
businesses they don’'t know. Government entities, such as Austrade, which already have a presence in the market
and have the same connections, can be a useful support.

For all pharmaceutical and cosmetic products, Ego must file a registration application with the government
health authority, which often demands changes to a label, meaning a new SKU (stock keeping unit) unique to that
nation. For each Asian market, Ego must also consider the differences from country to country, as a one-size-fits-all
approach will not work across the Asian region.

Australian products have a great reputation with most Asian consumers, being considered authentic and of high
quality. As a 100 per cent Australian-made and Australian-owned skincare brand, Ego Pharmaceuticals’ commitment to
the highest level of manufacturing excellence and proximity to the region are strengths for an Asian expansion strategy.

Sustainability

Ego does its best to minimise and continually improve processes that may affect the environment. It promotes
sustainable practices, chooses environmentally sound packaging for its products, minimises packaging and has
recycling procedures in place in the manufacturing plant and offices. Rainwater tanks supply almost a fifth of the
company’s water needs. Ego is a signatory (and award winner) of the Australian Packaging Covenant, a voluntary
initiative by the Australian Government and industry to reduce packaging going to landfill.
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Continuing growth and the future of Ego

Export and international trade is complex and challenges every organisation involved in it. It raises the bar that an

organisation must clear to compete, let alone to succeed. It also adds opportunities to learn and to use existing skills

with a wider audience - and hence for increased efficiency and growth. Six years ago, the total Ego business was

smaller than its international business is today. This rapid growth is a result of the company’s strategic planning,

well-executed strategies and staying true to its core values.
As Oppenheim explains, to evaluate how

different investments have performed over eRR AgieR '52;
time, many companies track their CAAGR z
(compound average annual growth rate). This NshE - A é
is the average rate at which some investment “é
grows over a certain period of time, assuming T
the value has been compounding over that 2 = E
time period. Currently, the 30-year CAAGR B
of Ego Pharmaceuticals is 12 per cent. Rustesia £
This is considered to be quite high and is a Australia 2
testament to the company’s values, strategic » z
planning, committed pgople and operational Aus&r'al_la')) “{# Aust é
model. Its exports continue to grow much ol )

£

faster than domestic business, with Ego - _ . scomAicralian

E:sgg:rcz??;zl?ez\f?gdzzj ??j::;f:in Ego Pharmaceuticals was awarded Australian Exporter
. of the Year in 2017.

Figure C1.9).

Despite a number of offers to buy Ego Pharmaceuticals, the family owners believe that ‘the best thing they could do
for the Australian community is to grow a high-technology manufacturer in Australia, and in so doing to drive the
economy and to drive growth in good jobs. And the products help to improve millions of lives of people across 20+
nations. You can’t get much better than that.’

In 2024, Ego Pharmaceuticals moved up 14 places on the IBISWorld Top 500 Private Companies List, being named
at number 341. The annual list considers company revenue over the latest 12-month accounting period, as well as the
number of staff employed.

Questions

1 Describe the facts and characteristics of Ego Pharmaceuticals and its stage in the business life cycle.

2 Use atechnology application to create a timeline to describe the expansion journey of Ego Pharmaceuticals.

3 Explain why Ego Pharmaceuticals believes its ‘people’ are so important.

4 Explain the strategies used by Ego Pharmaceuticals to attract and retain quality staff, both here in Australia and
in global locations.
Explain the point of difference or competitive advantage of Ego Pharmaceuticals in the Asian market.

6 ldentify and explain three reasons that Australian businesses expand into the

Asian market. :“

7 Select information from this case study to complete a SWOT analysis to identify and L
analyse the strengths, weaknesses, opportunities and threats of the human resources
strategies and leadership styles used by Ego in the maturity stage of the business SWT;"E,::T;E
life cycle.

8 Interpret relationships and trends in the SWOT analysis to draw conclusions about the implications
of leadership styles and human resources strategies on employees of businesses in the maturity stage.

9 Use the criteria of competitiveness and efficiency to evaluate the human resources strategies and recommend
three alternative strategies that Ego could adopt.

10 Create an extended response in the form of a feasibility report to explain and justify to the Board of Directors
which of the alternative human resources strategies you would implement.
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THE 80/20 AUSTRALIAN ADVERTISING SPEND

RULE Consamer

News media - 9
49% magazines 0.4%

Out-of-home 5.1%
[/ Over-the-top video 2.5%

Interactive games
/ and esports 6.1%

— Filmed
entertainment
% $ Advertising 0.6% Source: 'Retail media eats
spend 2023 N Google search dollars, display
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. 0

towards ad model tipping point,
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QUALITY MANAGEMENT o=

With almost 75 per cent of Australians now shopping on
mobile devices, businesses must be ready to meet consumer
expectations or risk losing sales.

R Performance-focused
Consumers who shop online via their smartphone

Shop using Total
mobile quality
Web browser management
on smartphone

Brand

shopping apps Quality
Process-focused assurance
E-commerce
apps
Social media
e-shops
Product-focused
M Overall Dedicated shopping apps B Other mobile apps

Source: Australia: Proportion of consumers who shop online via their
smartphone’, YouGov Surveys, April 2023
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HOSTILE ENVIRONMENTS

Competition exists wherever multiple businesses operate in the same market, with similar offerings and target

markets. An example is the Australian supermarket industry, which has faced an intensified competitive battle for

market share since 2001, when Aldi first opened in Sydney. Aldi has since achieved around 9 per cent in a hotly

contested market dominated by Woolworths with 38 per cent and Coles with 29 per cent market share in 2024.
Competitive rivalry, or competitive actions and responses between competitors, exists in every profitable,

mature market and businesses must operate strategically to maintain their position in the marketplace. In

Australia, hostile environments are becoming more commonplace due to the increasingly globalised nature of

markets, the intensification of market structures and the role of technology. In a hostile business environment,

companies compete against each other to achieve competitive advantage using strategies such as differentiation,

outsourcing, and the pursuit of marketing and operational economies of scale. Such competitive pressure drives

innovation, research and the development of new products and services to meet the needs of consumers.
This chapter will provide you with the opportunity to:

» describe the internal, operating and macro environmental factors relating to businesses in the maturity stage
of the business life cycle that affect marketing and operations, especially in a hostile, competitive market

» explain the challenges of operating in hostile competitive environments

» explain the role of research and development (R&D), project management and strategic analysis in
competitive situations

* explain outsourcing, including the challenges faced by management in the outsourcing of marketing and
operational activities

* analyse a business’s current situation in a hostile environment, by looking at the socio-cultural, technological,
economic, environmental, political, legal and ethical factors (STEEPLE) analysis, and then selecting data and
information to interpret relationships and trends to draw conclusions about the implications on strategic
planning for the business

* analyse a business’s competitors in a hostile environment, using a unique selling proposition (USP) analysis,
by selecting data and information to interpret relationships and trends to draw conclusions about the
implications on strategic planning

» evaluate marketing and operating strategies for a business operating in a hostile competitive environment to
make a decision and propose recommendations using criteria

» create responses to communicate findings to suit the intended purposes and audiences, including use of visual
representations (graphs, tables, infographics or analytical tools).

(Source: Business 2025 General Senior Syllabus v1.2 © Queensland Curriculum & Assessment Authority)
The analytical tools used in this chapter are:

e USP analysis
* STEEPLE analysis.
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GAINING INSIGHT 5.1

Mitre 10

FOCUS QUESTION: How does Mitre 10 remain competitive and achieve its strategic objectives
while operating in a hostile environment?

350 independent and local retail Mitre 10 and True Value
Hardware stores, which are supported by the wholesaling
side of the business. Retail stores are privately owned
and run, meaning the majority are family owned and
operated, something the business actively promotes with
its ‘Built by families’ tagline and its focus on being part of
local communities. Many stores are located in regional
Australia, with Mitre 10 serving millions of homeowners
with solutions to their home projects for more than sixty
years. Mitre 10 also supports trade customers, from
builders through to the local handyman, to help tradies
‘get in, get out and get on with it".

Metcash wholly acquired the Mitre 10 business
in 2012, adding Home Hardware and Timber in 2016
Mitre 10 has grown from a small group and Total Tools in 2020. This makes Metcash the
of retailers in 1959, to increase its market presence second-largest player in the Australian hardware and
with local hardware stores who have serviced their building supplies market with its Independent Hardware
communities for decades with a clear brand message Group (IHG) division, which has a combined hardware
of being proudly local. stores network of more than 700 stores. IHG affirms
its culture as being built on being a low-cost and
Mitre 10 was formed in 1959 and is a player in the transparent business partner to members, with
Australian home improvement and hardware industry. a commitment to protect and grow a sustainable
The Mitre 10 group consists of a network of more than independent hardware sector for the long term.




© Mitre 10 Australia Pty Ltd

Mitre 10 forms when eight independent
hardware stores join forces

Licensing company is created

Licensing company is unlisted and
becomes a public company

National structure is created:
Mitre 10 Australia Pty Ltd

Mitre 10 signs up brand ambassador,
Scott Cam

2012 Metgash acquires 100% ownership
of Mitre 10

IR WY Mitre 10 has evolved to consist of more than
300 independent, local retailers.

The two largest players in the industry are
Wesfarmers, owner of Bunnings, and Metcash with
Mitre 10. Both companies have expansion strategies
in place for instore and online sales, and both actively
compete based on price. Bunnings, as the market
leader, benefits from its significant economies of scale
due to its large store network and bulk purchasing
power. This is a saturated market with limited
opportunities for product growth, meaning increasing
sales come at the expense of competitors. The impact
of ‘big box retailers” with large physical stores, a wide
product range and a focus on sales volume has been
detrimental to smaller players. Big box retailers
achieve economies of scale and productivity through
more revenue per employee and per square metre,
forcing some smaller businesses out of the industry
as they cannot compete due to lower buying power.
Bunnings's lowest price proposition has affected
smaller retailers who do not have the purchasing
power to appeal to price-conscious consumers and so
suffer from shrinking profit margins.

In 2023 Bunnings was accused of being ‘anti-
competitive” after it was discovered that the company
was trying to take over Mitre 10 sites. Metcash Chief
Executive Scott Marshall was participating in the
Senate inquiry into cost of living when he asserted
that major chains were trying to acquire independent
stores to increase their market power to the long-term
detriment of consumers. He revealed that Bunnings's
CEO Mike Schneider had approached at least seven
Mitre 10 owners in the past year. Mr Marshall stated,

> 1964

‘In our view, stronger competition laws, particularly
focused on stopping increasing market share by store-
by-store acquisition, would benefit consumers overall
... that's something the government could consider and
look at’, affirming that choice and competition is good
for consumers.

Industry activity was high during the COVID-19
pandemic when lockdowns saw a spike in home
renovations, but this has stabilised due to the impact
of high inflation. A relatively weak economy has
intensified price competition, with fluctuations in
consumer sentiment and house construction activity,
while continued population growth and greater
interest in do-it-yourself (DIY) renovations support
demand. The industry is forecast to grow moderately
at 2.3 per cent over the five years from 2024-25 to
2028-29, with market share concentration predicted
to increase.

Hardware and building supplies retailing 2024

m Wesfarmers
(Bunnings)

1 Metcash (Mitre 10)

" Bowens Timber
& Hardware

" Other

HENICRER] Market share of hardware and building
supplies retailing in Australia, including Metcash,
owner of Mitre 10

Mitre 10 is firmly in second place in the hardware
and building supplies industry, with Bunnings the
top-of-mind market leader for customers. A recent
marketing campaign has sought to redress this with
a reminder that there is another choice for hardware
in Australia, while also reinforcing the Mitre 10 brand
story of service, expertise and connections to local
communities. The campaign reinforces the point of
difference: that staff know their customers personally
and provide a personalised service, making them proud
to be the ‘other hardware store’.

General manager of marketing at Mitre 10, Karen
Fahey, stated:

the data showed that more than 90% of
Australians are on autopilot on where they shop
for their DIY needs, and while Mitre 10 is known
for service and quality of range amongst existing
customers, we are often not considered in the




moment of hardware store choice by people not
familiar with Mitre 10. They're missing out on
the benefits of the knowledge that sits within
our network, we can give them solutions to their
home improvement challenges on their first trip.

The campaign seeks to redress this and improve
Mitre 10’s position to be more front of mind as a great
hardware experience right on the customer’s doorstep.

The ‘other hardware store’ campaign, reminds
consumers there is alternative place to shop
for hardware needs.

With television renovation shows remaining
popular, Mitre 10 has been a sponsor of The Block for
more than a decade, using product placement and
endorsements to stimulate sales and achieve higher
brand recognition. In addition to this, Mitre 10 uses
brand ambassadors, including Scott Cam from The
Block, to build relationships with consumers and
used its involvement with The Block as an avenue

for launching its private label

products, including the Accent :“:
paint range. Mitre 10 also has also

promoted the brand with the real
stories of the people behind its
stores, with the ‘Built by Families’
series to highlight the legacy of
local family-run businesses who retain a connection
with their local communities. This communicates
the brand values, gives a voice to the families in

the network and presents a point of difference from
leading rival Bunnings.

Weblink
‘The other hardware
store’ campaign

Sources: ‘Bunnings lashed for being anti-competitive, trying to buy
Mitre10 stores’, 29 March 2023, news.com.au website, https://www.
news.com.au/finance/business/retail/bunnings-lashed-for-being-an-
ticompetitive-trying-to-buy-mitre10-stores/news-story/13daé96cf-
195b2aa7819ca5c6055a729; Karen Fahey, ‘Mitre 10 repositions

itself as "The other hardware store” in bold new campaign via dig’,
published 30 May 2022 by Ricki Green on the Campaign Brief website,
https://campaignbrief.com/mitre-10-repositions-itself-as-the-other-
hardware-store-in-bold-new-campaign-via-dig

AEIICRRA Mitre 10°s brand campaign reminds consumers there is an ‘other choice’ for hardware in Australia, with the
campaign including outdoor advertising, digital advertising and social media.

Questions

1 Describe business facts and characteristics
of the internal, external operating and macro
environmental factors that affect Mitre 10’s
marketing and operations.
Explain the role of branding for Mitre 10.
Explain the challenges of operating in a hostile
competitive industry for Mitre 10 and identify any

marketing and operations strategies being used to
overcome such challenges.

Research the concept of ‘big box discounters’ and
use a double-bubble map to compare between
this model and the more traditional retail model.
Interpret how each model aims to achieve a
competitive advantage.
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In mature industries, businesses produce products or services that are close substitutes. These businesses influence

one another through a mixture of competitive strategies designed to achieve an advantage over other businesses
and gain the attention of customers. When each business has a ‘fair share’ of the market, competition may

be moderate; however, an equitable balance is uncommon and most mature industries experience aggressive

strategies that create a hostile environment.

In hostile environments, businesses actively compete against one another and this competitive rivalry can

intensify when a business is challenged by a competitor’s actions or recognises an opportunity to improve its

position in the market. A business must think strategically about its competitive environment and will often seek

advantage in the form of economies of scale, which are cost savings or advantages that can be created as a result
of an increase in the scale of business operations, resulting in lower per unit input costs. These advantages can
occur across the business functions, as a successful brand can achieve economies of scale by satistying customer
demand at the lowest possible unit cost, spreading promotion costs across a portfolio of products or by creating
barriers to entry that deter competitors from entering the market.

Key learnings

You will learn the following about hostile competitive environments through examining:

e market structures in competitive environments
* the influence of market power.

Environmental factors and industry outlook

Businesses in the maturity stage of the business life cycle face opportunities and challenges from the external

environment, regardless of the industry they compete in. Understanding the prevailing conditions in the external

(operating and macro) environment, alongside insight into the internal situation, is critical as businesses seck

strategic direction.

The current business climate is considerably more prone to rapid changes than were historical business
conditions. Most businesses, regardless of size, are in some capacity operating in a global context, which brings
its own complexities and competitive pressures, while the rate of technological advancement has changed the
way businesses operate and communicate with customers. In a few sectors, such as print and broadcast media,
once-dominant firms have been disrupted by new, online competitors. Such access to information technologies
has also brought about changes in the socio-cultural environment, with consumers able to access vast amounts of

information and engage with businesses in a ‘24/7’ environment. Changes in government policies and laws can

have a considerable impact on industries, including where and how businesses compete and regulations around

competitive practices, such as misuse of market power, and business regulations, which can vary between states

and countries.

Socio-cultural trends can influence consumer buying behaviour and thereby market share in mature

industries. An example is businesses in the chocolate and confectionery manufacturing industry; this industry

has experienced changes in customer preferences in recent years based on rising concerns about the amount
of fat and sugar being consumed and the perceived link with health concerns such as diabetes and obesity.

The consumer trend towards being more health conscious is a significant threat to this industry, while posing

an opportunity for others.

Industry: a group of businesses producing products or
services that are close substitutes

Hostile environment: a situation in which businesses
actively compete against one another for customer attention
and market share

Economies of scale: cost savings or advantages that can be
created as a result of an increase in the scale of business
operations, resulting in lower per unit input costs

Strategic direction: specifying the vision and strategy the
business seeks to develop over time, framed within the
context of environmental factors
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Macro
Social, Technological,
Economic, Ecological
(incl. CSR], Political,
Legal, Ethical, Global

Internal
Owners,
Management,
Employees,
Location,
Organisational
structure and culture,
Business functions

FENICRRY Environmental factors from the internal, operating and macro external environments present opportunities
and challenges to a business.

To successfully operate in a dynamic, often hostile environment, all businesses must be aware of
environmental conditions and trends, and alter their strategic direction accordingly. This involves
scanning the macro environment and building knowledge about customers, competitors and other
relevant stakeholders. This will enable strategic actions to pursue opportunities, while safeguarding
against threats.

ANALYTICAL TOOL 51

STEEPLE analysis (macro environmental factors)

As explained in Business for QCE Units T & 2, an environmental scan can be completed through a PEST or PESTLE
analysis. Further building on this, a STEEPLE analysis adds the consideration of ethical factors. The ethical
environment includes the processes and actions that influence behaviours inside the business and its relationship
with the outside environment. This includes how employees, customers, partners, competitors and the community
are treated. The ethical environment also considers the corporate social responsibility, morality, integrity and
sustainability of the business. The ethical environment is an important factor for businesses in competitive markets
as ethical issues can pose challenges to a business’s reputation, brand and long-term profitability. Ethically focused
businesses may attract new customers and retain existing customers, generate positive publicity, retain a strong
brand image and maintain favourable supplier relations. As such, consideration of ethical factors is vital to the
strategic planning of all businesses.
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e What are the cultural trends and societal attitudes that shape consumer behaviour and decision-making?

e What is the degree of cultural diversity and how might this influence consumer tastes and preferences?

e What are the societal values that drive consumer decisions and impact business operations?

e What is the market’s population growth, age distribution, household and family size? How is this forecast
SOCIO-CULTURAL to change?

* Are there any shifts in lifestyle preferences, such as increasing health consciousness or interest

in sustainability?
* What religious beliefs affect the market?
e How are consumer buying patterns changing?

¢ Are there any emerging technologies the business could leverage or that could radically
impact the business?
¢ How can the business use advanced, yet affordable, online platforms?
TECHNOLOGICAL e |s the business able to engage with customers in their preferred modes of communication?
¢ Does the business engage in innovation to keep up with advancements in automation,
artificial intelligence and information technology or to achieve operational efficiencies?
¢ Does the business invest in research and technology to stay ahead of technological trends?

* How stable is the economy and what impact might this have on the business?

e What are overall market conditions like in the economy? Is GDP forecast to grow and how will this
impact strategic planning?

* What do current key economic indicators, such as inflation, interest rates and unemployment,
reveal about the economy? Are there any noteworthy forecasts? How could this impact consumer

ECONOMIC spending and borrowing costs?

e What is the prevailing consumer sentiment and how might this impact consumer behaviour and
business strategies?

* What are the key trends of relevant overseas economies that may impact the business and its
strategic planning?

¢ Will changes in exchange rates impact the business and its operations?

¢ What impact could weather patterns, seasonal changes and natural disasters have on the business?

¢ What sustainable practices, such as eco-friendly practices in sourcing, production and
distribution, can the business adopt? How does this impact consumer decision-making?

¢ How can the business operate efficiently to conserve natural resources? Does the business face
resource scarcity?

¢ How does climate change, and increasing awareness of this, impact supply chains, resource
availability and consumer behaviour?

* What is the political ideology of the incumbent government and what are the key government policies?

e |s there an upcoming election at federal, state or local level that could shift policy relevant to
the business?

» What is the government approach to trade policies (e.g. tariffs and quotas)? Are there trade agreements
in place, or proposed, that could impact the business or present opportunities for growth?

* How are federal, state and local governments investing in business development (e.g. funding, grants
and initiatives)?

e Are there political movements around issues that are increasingly important to the people in the
business’s target market? How might this impact their relationship with the brand?

» What is the geopolitical landscape like (e.g. wars and conflicts) and how might this impact
business operations?

¢ What intellectual property protections (e.g. patents and trademarks) does the business have in place
and how might changes to intellectual property law affect the business?

* How do consumer protection laws affect the way the business interacts with consumers and ensure
fair competition?

¢ Are laws changing to reflect changes in socio-cultural attitudes and keep up with technological change?
How will this impact the business?

e |s there legislation (proposed or passed) that could affect business operations or customers, either
positively or negatively?

* What workplace health and safety laws does the business need to be aware of to protect both
employees and the organisation?

LEGAL

¢ What is the level of consumer interest and awareness in ethical and sustainable practices?

¢ How does the business ensure its supply chain is both legally compliant and ethical
(e.g. fair trade, and equitable treatment for all workers in the supply chain)?

* How does the business consider the environmental impact of its operations, and does it publish audits
of its endeavours?

* Does the business have open communication with stakeholders about business practices and are all
decisions transparent?

* Does the business engage truthfully with its customers or seek to mislead or confuse them?

e Do the actions of the business align with its values statements, vision and reported culture? How would a
lack of alignment impact the business?

ETHICAL

[HEICRERY A STEEPLE analysis considers the environmental factors that impact a business'’s strategic planning.
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Questions

1 Using Gaining insight 5.1 and some additional research, select data and information to :‘,
create a STEEPLE analysis of the external environmental factors relevant to Mitre 10 as it Lind
seeks to remain competitive in a hostile business environment. A STEEPLE analysis template
. . . Template
is available to download on Nelson MindTap. STEEPLE

2 Explain your findings in a short report for the business owners outlining the impact of the analysis

external environment on strategic planning for the business.

QUESTIONS 51

1 Explain the role of a STEEPLE analysis in strategic planning for expansion.
2 Choose an Australian-owned business in your region that is seeking to remain competitive in :‘,

its market. Analyse the business's current situation using a STEEPLE analysis of the external L

environmental factors. Interpret relationship/s and trend/s from the STEEPLE analysis to Template

draw conclusions about the implications of strategic planning for the business. STEEPLE
3 Create a short report for the business owners to communicate your findings and conclusions analysis

and outlining considerations for remaining competitive in their market.

Challenges of operating in hostile competitive environments

Hostile environments and market power

As seen in Business for QCE Units 1 & 2, there are four broad market structures. These range from perfect
competition, where there are many sellers producing identical goods and price cannot be controlled by an
individual business, through to a pure monopoly with only one producer or seller, which is typically able to set
the market price and is protected by barriers preventing the entry of new businesses. Between these extremes
are monopolistic competition, where an industry has a large number of businesses that employ differentiation
strategies, and oligopolies, where a few large businesses dominate the industry.

Monopolistic competition

Monopolistic competition is characterised as having a large number of businesses that offer similar, but slightly
different, products to the market. Each business secks to differentiate itself from competitors based on its
unique selling proposition (USP] to achieve some power in the market. Without a clear USP, the business will be
forced to compete based on price. Examples of industries that often have many small operators are restaurants
and hotels, which differentiate based on factors such as location, range of products offered and personalised
service. The strong growth in Australia’s cafe culture and the trend towards independent coffee shops and
boutique coffee roasters is an example of strong competition in a monopolistic market.

Unique selling proposition (USPJ: a key factor that differentiates one product from another. It is the reason that one product or
service is better than that of the competition - it is the competitive edge
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GAINING INSIGHT 5.2

Independent coffee shops

Dominance of the independent coffee shop

The coffee shop industry in Australia, unlike that in
many other countries, is not dominated by large global
coffee shop chains, but instead remains highly
fragmented, with a high proportion of single-store
independent coffee shops - although chains such as
McCafé, Starbucks and The Coffee Club do have

a presence.

&

[HENICREWA Cafe culture has become firmly entrenched
in urban Australia, with many independent businesses

competing for a share of the lucrative market.

While Starbucks has been successful in many
countries, Australia proved quite a challenge.
Starbucks opened its first stores in Australia in 2000,
and within a few years it had over 80 stores nationwide,
but had to close a number of them and scale back
operations as they were not as successful as hoped.

In contrast, independently owned establishments
have gained global recognition and in 2024 made up
about 95 per cent of all cafes and coffee shops across
Australia. They have been at the forefront of driving
competition for excellence within this market. The
high standards in the coffee industry and strong coffee
culture have been barriers to chains succeeding in
Australia.

What'’s the coffee culture like?

The coffee in Australia is not about quantity; rather,

the focus is on quality and that’'s what makes the
coffee special. It is thought that Australian coffee is
the best in the world. For the record, Australians do
not drink average or low-standard coffee. The culture
is characterised by its strong emphasis on quality, as
seen through specialty coffee practices that prioritise
every step involved in brewing: from sourcing beans to
roasting methods, brewing techniques and ultimately
presenting a perfect cup. The culture sets exceptionally
high standards for what constitutes good-quality coffee
and influences consumer expectations.

iStock Essentials/Istock

Specialty coffee

Coffee drinking is, in fact, a diehard national
habit with real estate sold on its proximity to
cafe strips; local baristas, roasters and an
increasing number of growers have world class
qualifications.

Source: Donna Wheeler, www.lonelyplanet.com, 2010

For many people, Australia is synonymous with
specialty coffee, and indeed, the specialty coffee
industry has seen significant developments in the

last 15 years, with higher-quality coffee available,
more independent roasters emerging and travelling
to countries of origin, and consumers expecting more
diversity in coffee taste. As with other markets for
specialty coffee, the issue of traceability in global
production chains has been brought to the fore, and is
something many consumers are now interested in.

What is it that coffee shops in Australia are doing
so well? Apart from having well-trained baristas and
high-quality coffee, many have developed a reputation
for high-quality food offerings, as well as a relaxed
and welcoming atmosphere.

Australia is home to many ot
independent coffee shops that O‘:

are attached to roasteries, too,

from Blackstar Coffee Roasters
in Brisbane and Ona Coffee in
Canberra to Single O in Sydney
and Seven Seeds in Melbourne.
While these roasters are well
known to many in the Australian coffee scene, there
are a whole host of other roasters - those that produce
enough to sell wholesale to other coffee shops, as

well as micro-roasters producing just enough beans to
supply their own shop.

Australian coffee shop culture has reached beyond
national borders, with its influences stretching across the
globe. Beyond the ‘flat white’ that has come to feature
on so many coffee menus, Australian coffee culture is
now being transferred to cities across the globe - in
part due to baristas travelling and taking their ideas and
skills with them, and partly due to growing awareness of
Australian coffee shop culture. Bluestone Lane in New
York City in the USA has a series of coffee shops that are
modelled on the coffee culture of Melbourne, and has to
compete with a range of other coffee shops that imitate
the Australian coffee shop style, with high-quality coffee,
food and often table service. Clearly, the Australian
approach to coffee, coffee shops and coffee culture is one
that appeals not only to its national audience but those
across the globe, too.

Weblink
Where to find the
best coffee in
Australia
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Questions

1 Describe the situation relating to the specialty 3 Create a short survey to research coffee habits
coffee industry that deem it to be a monopolistic and behaviours in your community. Present your
market. findings in graphs and tables.

2 Select data and information about the Australian 4 Interpret your research to draw a conclusion regarding
coffee industry to determine why large corporate the influences on consumer buying behaviour in this
chains such as Starbucks and Gloria Jean’s have market and how this impacts on marketing strategies.

failed to dominate this market.

Oligopolies
Industries that reflect an oligopoly market structure are highly competitive and often hostile. As there are fewer
businesses in the market, any action or strategy initiated by one business will be noticed and reacted to by the
others. This means that each business will carefully monitor its rivals as it fights to maintain its share of the
market. Strategic interaction is utilised so that each business can perform in a way that considers the anticipated
behaviours and strategies of its rivals. This will include use of analytical tools such as SWOT and USP analysis
and competitor profiling.
For a true oligopoly to occur, the leading four businesses in the industry should account for between
60 and 80 per cent of the market. A report by the Grattan Institute (December 2017) titled ‘Competition in
Australia: Too little of a good thing?” highlighted that a few major sectors, including banks and insurers, have seen
competition become more concentrated, while the supermarkets have become slightly less concentrated, losing
market share to international arrivals Aldi and Costco. A link to this report can be found on Nelson MindTap.
‘Where only two businesses dominate a market, with significant market share and barriers to entry due to
economies of scale and strong brand loyalty, this is deemed a duopoly.

Is Australia ‘awash with oligopolies’ and what does this mean for consumers
and competitive markets?

Using the article below, and some additional research, conduct an inquiry into one industry that is characterised as
an oligopoly. Steps include the following:
Research and select a business - for example, Woolworths, Origin or Qantas - that has been deemed to have
high levels of market power and is operating in a hostile environment.
Examine the key similarities and differences in marketing strategies (notably price and place) between
the selected company and that of the leading competitor. You may create a Venn diagram to illustrate this
relationship.

Analyse the business’s current situation, using a STEEPLE analysis. Interpret :"

relationships and/or trends in the STEEPLE analysis to draw conclusions about the L
situation and implications for the business.

Create a table and paragraph response to communicate your findings. T;'EELT;
Tip: remember to use data and information in your analytical tool. analysis

Strategic interaction: found in highly concentrated markets, it involves acting in a way that accounts for the anticipated
behaviour and strategies of rival businesses
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Areportinto price gouging is expected to cause trouble for Australia’s
most powerful companies

A report into soaring grocery prices, rising energy bills and steep airfares will be released on Wednesday
with expectations that its findings and recommendations will cause a headache for some of the country’s
biggest and most powerful companies. It comes amid a cost of living crisis that has intensified an already-
growing distrust of supermarkets, airlines and energy companies.

At the heart of the price
gouging inquiry, initiated by the
ACTU [Australian Council of Trade
Unions] and led by Professor
Allan Fels, is determining in a
high inflation environment what’s
general inflation and what else
might be influencing pricing
behaviour, the main offending
price gouging industries, how they

do it and how it impacts everyday WOOIWO | hS p
Australians.

Part of the problem is Australia
is awash with oligopolies, which
means there isn’t as much price
competition as there might A review has been conducted into the pricing
otherwise be. There are some practices of large companies in hostile industries, including the
other uncomfortable truths facing supermarket industry.
these industries that will require
political will to adopt some of the more uncomfortable recommendations. The ACTU inquiry has already
had an impact, even before its release.

Asanka Ratnayake/Getty Images

Big business pocketed profits

On January 25, the government asked the ACCC [Australian Competition and Consumer Commission]
to investigate the supermarket sector. It came a few days after Professor Fels wrote to Treasurer Jim
Chalmers saying a key recommendation of his report was there should be a comprehensive ACCC inquiry
into competition and prices in the retail food and grocery industry.

‘Australia’s food and grocery sector is amongst the most concentrated in the world and supermarkets
and grocery related submissions led complaints to the inquiry with 325 submissions received raising
issues with major retailers. This was more than twice the next largest category of complaints received,
he told the treasurer. He said after the pandemic there had been an increase in profit margins in both
Coles and Woolworths food and grocery segments, driven by low competitive forces and an ability to not
pass on immediate cost reductions.

The Fels/ACTU price gouging inquiry has put a lot of noses in the business community out of joint,
particularly when it called for submissions from everyone affected by price gouging, as well as academics,
not for profit organisations and think tanks. In other words, business, lobbyists and peak bodies need
not apply.

‘During a cost-of-living crisis, price-gouging has real victims. Those victims deserve a voice and a
policy solution,” Professor Fels wrote in an editorial. For the ACTU it was a no-brainer to hold a price
gouging inquiry against a backdrop of a decade of flatlining wage growth, rising inflation and bulging
profit margins among some of the country’s biggest companies.
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And while most of the media attention has been on Coles and Woolworths, the report will include
other sectors accused of customer gouging and breaching trust such as energy, airlines and banks.

Electricity prices are part of the problem

Sydney University Professor Lynne Chester, from the school of social and political sciences, supplied the
inquiry with a detailed submission and powerful testimony into the energy sector, as energy affordability
has become a significant public concern following a series of price shocks in 2022 and 2023. Professor
Chester said electricity prices have been escalating since 2005, largely due to increases in the charges
paid for the generation of electricity. She said the charge for electricity makes up a significant component
of the electricity price paid for by consumers.

A key issue was that the regulation was designed for a competitive market, assuming competition
would deliver lower prices, but the market was never competitive due to the presence of big powerful
generator companies that have been merging with retail companies to create giants such as AGL, Origin
and Energy Australia.

She said despite the many reports, studies, inquiries and legislative tweaks over the years attempting
to make the system work better and fairer, ‘market power is market power ... and the exercise of market
power, over any period, produces outcomes contrary to a competitive market which is supposed to yield
the lowest possible prices for consumers'.

Put simply, tweaks to the rules and new forms of market performance monitoring have not
prevented record increases in wholesale electricity prices over recent years, some skyrocketing to
$5000 and sometimes $15,000 a megawatt hour. (The NSW wholesale price during April-June 2023 was
$148 per MWh.)

Airline customers also need protection

Another big ticket issue is the price of airline tickets, poor service and a flawed customer advocate, which
is funded and run by the airlines. Fels is expected to look into this as the transport minister Catherine
King works on an aviation white paper, which will look at consumer protections including an independent
ombudsman or other models seen overseas.

The white paper can’t come fast enough. The latest Customer Advocate report reveals a 102 per cent
increase in complaints on the previous year, with complaints about COVID-19 impacts, flight delays and
cancellations, refund requests and fees and charges the biggest areas of customer dissatisfaction. There
was also a significant rise in the average complaint finalisation time frame of 46 days, up from 17 days in
2021. Qantas recorded a 110 day average time frame.

Key areas to look at are the appointment of an independent ombudsman to deal with customer
complaints, a compensation scheme for delayed and cancelled flights, clearer rights for refunds and
minimum standards for travel credits and customer service. For instance, in Europe and the UK airline
passengers are entitled under legislation to compensation if there is a delay or cancellation of a flight
that wasn’t caused by an ‘extraordinary circumstance’, such as an extreme weather event, security risk
or flight safety issue.

Many of the 750 submissions to the inquiry came from Australians expressing the battles they are
enduring as the cost of living crisis bites. It's a big issue that needs to be dealt with head on, and that
means not just band-aid solutions in our oligopoly-dominated economy, but looking at the ACCC and the
powers it is given to ensure effective competition.

Source: Adele Ferguson, ‘A report into price gouging is expected to cause trouble for Australia’s most powerful companies’,
ABC News, 4 February 2024

9780170484367



160 BUSINESS FORQCE — UNITS 3 &4

GAINING INSIGHT 5.3

The power of sports drinks

According to Food Standards Australia
(2022) more than 1.5 million Australians
aged 14 years and over consume sports
drinks such as Powerade, Gatorade and
Staminade in any given seven days. Men
are twice as likely as women to drink these
beverages, and people under the age of =
25 are more likely to consume them than

any other age group. Powerade, part of the
Coca-Cola product portfolio, is the market
leader, with 52 per cent market share, and
its rival Gatorade, owned by PepsiCo, holds
31 per cent. Australasian brand Maximus,
currently in third place, holds 13 per cent
market share, up 5 per cent in five years.

Flgure 5 ¢4 Powerade and Gatorade dominate the sports drink market in
Australia, while the third-placed brand is hotly contested.

Questions
Select either Powerade or Gatorade and answer the to illustrate the relative
following questions. positioning of competitors. :‘;
1 Using market segmentation (refer to Business 3 Explain the challenges faced 5
for QCE Units 1 & 2), define the target market of by businesses with much Tomplate
Powerade or Gatorade in Australia. smaller market share, such Positioning map
2 Explain the differentiation strategy used by Powerade as Maximus and Staminade,
or Gatorade to achieve a competitive advantage. You as they operate in this
may use a positioning map, as seen in Units 1 & 2, environment.

Market power

Businesses that hold strong market power, such as supermarkets and those in banking and domestic air travel,

must be aware of laws around how they use that market power, or risk finding themselves in breach of the

‘misuse of market powers’ laws in the Competition and Consumer Act 2010 (Cth). Section 46 of the Act says

that a business with a ‘substantial degree’ of market power must not engage in conduct that could substantially

lessen competition in the market. This means that businesses that have power in their market must be aware of

marketing and operations strategies and whether they could lessen competition; for example:

e pricing strategies such as penetration and loss-leader pricing, which, if used to aggressively undercut
competitors, can reduce competition and be viewed as misusing market power

o strategies related to the introduction of new product lines and expansion into new markets, where the
purpose may be to lessen competition

e restricting access to essential inputs, which could affect rivals or deter them from competing in the market

* loyalty rebates, whereby a business offers customers long-term supply terms that are tied to very large
quantity requirements, limiting them from making purchases elsewhere.
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INQUIRY

Market power: Winners and losers

The board game Monopoly is a game of strategy, where the eventual winner plots to bankrupt
competitors and come out on top. How different is the modern-day market from this game?

Conduct an inquiry using the overarching question above, in which you:

» form small groups of two or three students to research an industry that operates as a hostile

competitive market in Australia

° use a double-bubble map to develop a viewpoint on the merits of a market without any
intervention, and one in which the government and other bodies impose regulations on

competition and business conduct

° use your findings in the double-bubble map to draw a conclusion about the market power

present

A starting point is to visit the Australian Competition and Consumer Commission website and

and any need for regulation.

the site of consumer advocacy group Choice.

EEPICEERIY Competing in a hostile environment is a game of strategy.

Challenging characteristics of hostile environments

A mature industry, with hostile market conditions, is often associated with a cost-competitive environment and
declining profit margins. This was seen in the case of Mitre 10 (page 149) where the significant growth of rival
Bunnings has intensified competition and driven profit margins down.To combat this, Mitre 10 has adopted

a competitive differentiation strategy from its rivals, as discussed in Business for QCE Units 1 & 2, including the
introduction of its private label brands and creative marketing campaigns to encourage consumers to shop locally.

Hostile environments often result in low profit margins. This means that the difference between a product’s

selling price and the cost of acquiring or producing the product ready for sale is low or has reduced due to
competitive pressure. Without a reasonable profit margin, a business cannot meet its expenses and may have
difficulty achieving acceptable financial outcomes. This draws into question the efficiency of the business
model and the effectiveness of how the business operates. In a low-margin environment, businesses need to

-l
o‘:
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maintain competitive pricing strategies and aim to have a high turnover of stock. A low-margin, low-turnover
business will struggle to generate enough profits to survive the maturity stage of the life cycle. Low-margin,
high-turnover businesses, such as Kmart and Bunnings, have created a competitive position based on price

competition

9780170484367
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Not all successful businesses in a hostile environment operate a low-margin, high-turnover business model.
Strategies designed to improve profit margins include adopting a niche marketing strategy. This means knowing
your unique selling proposition (USP) and building on it as a competitive point of difference. Having a
well-communicated USP can reduce direct competition and help engage customers to build a positive customer
relationship and long-term loyalty.

Symptomatic of a hostile environment is the decision to increase product line width and depth to stem lost
sales and to attract customers through a wider product offering. Product variations, including different packaging
sizes and types, can appeal to a wider market. Businesses must balance this strategy against creating over capacity,
which will put pressure on profit margins, potentially creating a vicious cycle of low margins.

ANALYTICALTOOL 5.2

Unique selling proposition

A USP is the reason that one product or service is better than that of the competition - it is the competitive edge.
In a world of homogenous competitors, a business must be able to identify what makes it unique and communicate
this to consumers. The USP is then used as a foundation for creating marketing strategies.

Conducting a USP analysis requires examination of the business itself, from the perspective of the consumer.
Consider:

e What does your customer really want - why should they do business with you instead of anyone else?
e What can ensure repeat business and make customers ignore competitors?
e What motivates your customers’ behaviour and buying decisions?
Examples of effective USPs include:
e Sealy Posturepedic - Australian-made mattresses
e Springfree Trampolines - Australia’s safest trampoline
e Haigh's Chocolates - premium chocolate, handmade at Haigh's
e Think Fun - our games make learning fun
e Speedo - swimwear that works as hard as you do.

Thorough analysis of the business situation and environment is necessary when determining the USP. This
requires selection of data and information, as industry research is necessary for a full picture of the competitive
situation. Research and analysis of other businesses’ marketing strategies and discernment of their USP will help
distinguish one business from competitors.

Steps may include the following:

1 Brainstorm what customers really value about the product or service and that of the competition. Use research
to inform this process and identify the criteria customers prioritise when making a purchasing decision.

2 Based on your research, identify the key competitors (typically the main two or three competing businesses).

3 Create a table to organise your data and information for the business being examined and the key competitors

(as per Step 1 and 2). Remember to cite your sources.

4 Once you have completed the table, examine each business using the criteria to rank your business and your
competitors using a scale of 1-10 (1 being the lowest and 10 the highest].

5 ldentify the strengths and weaknesses of your business and those of competitors. You can plot this data on a
graph to visually identify and communicate the USP.

6 Interpret the relationship(s) and trend(s) present to draw a conclusion about the USP of the business and
implications for marketing strategies.

7 Communicate your USP. This may be using a table and/or a graph, but you must ensure that data
and information is included.

A USP analysis template is available for you to download on Nelson MindTap. .|'
L
(4
Activity
Template
Gaining insight 5.4 gives you an opportunity to create a USP analysis. USP analysis
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Brooks: We make running happy!

Brooks embraces a running-as-lifestyle philosophy and
produces gear essential for runners, not consumers -
gear that's designed to be put to hard use; that is,
high-end shoes for people who love to run. This
philosophy has seen Brooks move from the back of the
pack to become the top selling brand at US specialty
running stores. With more than 100 years of ‘thinking
on our feet’, Brooks shifted its focus to premium
performance running in 2001, being the first running
brand to do so. In 2024 Brooks proudly asserted it had
maintained the top market share in adult performance
running footwear for 11 consecutive quarters in the
highly competitive US market’, with a strong focus on
maintaining its brand loyalty.

Brooks's success can be attributed to the key factors
of innovation (eight new shoe styles launched in 2024)
and increasing brand recognition. It has managed to
remain competitive in a hyper-competitive industry
because it recognised a long time ago that ‘running is a
local sport’, according to new CEO Dan Sheridan. With
arise in run clubs, challenger brands such as On, Hoka
and Brooks have capitalised on this trend at the expense
of global sports brands including Nike. Sheridan says,
‘Ultimately, running happens in the local community, so
we've set our entire strategy up to service every channel
that a runner will shop in". The Brooks e-commerce
channel grew 16 per cent during 2024. Key rival New
Balance, which is five times the size of Brooks, along
with Hoka and On Running, are now challenging Brooks’
position in the running shoe wars.

Brooks is so specific to running

that consumers who participate in :‘o
other sports often don’t know the bt
brand. With a new CEO, after 23
years under the leadership of Jim
Weber, Brooks is expanding its focus.
The business is currently 95 per

cent footwear, but with a new range of apparel being
launched, Brooks aims to be a performance running

Weblink
Brooks expansion
article

Questions
Conduct a simple market research survey to identify
who Brooks” key competitors are

and gather relevant primary data for a3,
inclusion in the USP analysis. %
1 Describe business facts and
characteristics relating to Brooks Weblink
. . Brooks
in the maturity stage of the
business life cycle. Template
2 Visit the Brooks site to explain USP analysis

what it means by the phrase ‘run

9780170484367

brand, not just a footwear brand. Read the article
‘Brooks Running’s CEO plans to build a $4 billion brand
by expanding into lifestyle products: “Innovation is how
we justify a $160 price tag” on the Fortune website.
You can find this link on Nelson MindTap.

Brocks Sports i a leading ranning company that designs and markets a line of high
% shoss, dothing and Entirely facused an the ran, Brosks is
recagnised a3 the brand of choles among runners of all abilities, » RunHappy

No. 1

WE DO ONE THING
AND WE DO IT
BETTER THAN ANYONE

Brooks Sports, Inc.

Brooks Sports, Inc.

ST MEN Brooks believes that ‘a run can flat out
change a day, a life, the world

happy’. How does this relate to their positioning and
branding strategy?

3 Explain the role of research and development in
operational and marketing strategies at Brooks and
how this has created a competitive advantage in
its market.

4 Analyse the USP of Brooks compared to two
key competitors.

5 Interpret the relationships and/or trends present
in the USP analysis to draw conclusions about the
marketing strategies of Brooks.
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QUESTIONS 5.2

Describe the characteristics of a hostile competitive environment and provide an example of a hostile industry.
Explain the role of having a strong USP when operating in a market characterised as hostile.

Using an example, explain the role of strategic interaction in a hostile competitive environment.

Define market power and outline strategies a business may use to achieve or maintain this power. Examine the
challenges of sustaining market power while operating within the limits of the Competition and Consumer Act
2010 (Cth).

5 Select a mature business operating in a competitive market and interpret its USP. Examine how this USP
supports its position in the market.

M ON -

Key learnings

You will learn the following about the influences on the competitive situation through examining:
* competitive rivalry

* strategic analysis

* the role of research and development.

Competitive rivalry

The competitive rivalry in some industries is
renowned, such as that between Woolworths and Coles,
Qantas and Virgin, Coca-Cola and PepsiCo, and Telstra
and Optus. In hostile competitive industries, businesses
are eager to understand their rivals’ objectives, strategies s
and capabilities. A competitor analysis can be employed ' COMPETIToR
to help understand: : ANALYS'S
* what drives the competitor, as seen by its objectives i
*  how the competitor is positioning itself, as seen
through marketing messages
* what the competitor is doing and can do, as seen by
its existing strategies
* what the competitor’s strengths and weaknesses are,
or its capabilities. Competitor analysis
Profiling competitors involves gathering data and
information about their business strategies and interpreting the information to form competitor
intelligence. This may include information such as what prices they charge, their distribution

hs'\b?g\haesf | Weaknesses

network, who their target market is and how they communicate to potential customers. :“:

Conducting a competitor profile will allow the business to analyse its competitive situation

and identify any gaps in the market. Such insight can be used to interpret the degree of threat ;\L’Jesflr:';l;

posed by each rival and to make effective strategic decisions on how to compete with rivals. Queensland —
See the Business Queensland website for a competitor profile chart. You can find this link Fiz?lzect:;’r’t

on Nelson MindTap.

Competitor intelligence: data and information gathered by a business to understand its competitors and their objectives,
strategies and capabilities

9780170484367
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Steps to create a competitor profile

e |dentify key competitors

e Determine key characteristics on which to profile
each business

Step3 ¢ Research each competitor to complete the profile

GAINING INSIGHT 5.5

. e Draw a conclusion based on the situation

EEITCRAE] How to create a competitor profile

The competitive position of Optus: Is No. 2 enough?

Mobile telecommunications is a concentrated and
highly profitable sector, dominated by three main
players - Telstra, Optus and Vodafone - that jointly hold
approximately 72 per cent of the mobile phone market.
A number of smaller service providers, including

Virgin and Aldi Mobile, are also seeking market share
in the industry and creating competitive rivalry. Optus
has historically been the ‘number two telco’ in the
Australian market, holding market share of between
20 and 29 per cent for its mobile service.

iStock.com/Kokkai Ng

RENICENEY Optus is the second-largest
telecommunications company in Australia.

9780170484367

Questions

Select data and information to complete a
competitor profile of the three main businesses,
based on market share, in the mobile
telecommunications industry. Draw a conclusion
as to the competitive advantage of the dominant
company in the industry.

Explain the role of competitor intelligence in
strategic planning.

Explain the key success factors in this industry and
outline whether Optus has a competitive advantage.
Use the competitor profile to draw conclusions
about how Optus should aim to compete against
its rivals.

Create a business email to the chief executive
officer of Optus to communicate your findings.

Tip: you can use the competitor profile chart
developed by Business Queensland.
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Strategic analysis

Having gathered and interpreted information about key competitors, using the competitor profile, a business

should engage in detailed strategic analysis of its current situation. This includes understanding:

where the business is currently

what the business might be influenced by in its environment

how the business could respond to likely changes

what the likely timing and importance of such changes or trends is.

As seen in Business for QCE Units 1 & 2,2 SWOT analysis is a key strategic analysis tool. This will enable
managers to examine the most likely successful future strategies, and possible constraints. A key consideration in
creating a competitive advantage is ensuring the business’s strengths and potential opportunities align. This also
helps the business strategise about overcoming any perceived weaknesses.

Conducting both a competitor profile and a SWOT analysis will provide managers with considerable insight
into the competitive situation. Applying this information when devising strategy and potential organisational
change should boost the long-term plan of action across all business functions and support achievement of

business goals.

QUESTIONS 5.3

Explain the role of competitor intelligence in a hostile competitive market.
Explain why it is important to analyse the current strengths and weaknesses of a business before making

strategic decisions.

Identify another business that has a clear positioning strategy and a strong USP that distinguishes it from the
competition. Explain how it achieves its point of difference and critique whether you believe it is sustainable.

The role of research and development

Research and development (R&D) is a valuable strategic development tool for mature businesses seeking to
remain competitive. Many large companies have departments devoted to R&D, investigating potential new
products or services, looking to strengthen and diversify existing products or services or uncovering more
productive business technologies or systems. This aligns R&D with both the marketing and operations functions.
Mature businesses may invest in R&D when their product lines become outdated or competitors launch
similar products. Research and development is vital for the continued success of all businesses, especially those in
hostile environments. Benefits of R&D investment to business include the following:

Competitive advantage — Apple’s launch of the iPhone in
2007 catapulted it ahead of competitors such as Nokia,
Motorola and BlackBerry. As seen in Figure 5.15,
consumers still queue when a new model of iPhone

is released. In 2025 Apple announced an R&D spend
of more than $500 billion in the U.S. over the coming
four years, highlighting its commitment to world-class
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