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OVERVIEW

he authors of Business Management and Enterprise believe that business educ

has a diverse scope and range, and that students must develop consumer and
financial literacy in order to be able to play their part in the world out side their schooling.
Economic and financial transactions occur at many levels in our daily lives. Each individual
needs to be enabled to engage in a critical manner with the complexities of the financial
world.

In this text, students will be encouraged to apply their learning to real life situations and
case studies and fo take into account current economic and financial contexts.

These two units will provide students with the enthusiasm to interact with the business
world as either a consumer, an employee or a business owner. The focus will enable
engagement with the impact of the community and the environment on the business
world.

The study of Business Management and Enterprise will provide the student with
capabilities to make decisions about personal financial and business financial dealings
in a context of changing local community and global economic circumstances.

USING THE TEXT
LEARNING CONTEXTS

Unit 1 11 ATAR/Unit 3 12 GENERAL: Unit 2 11 ATAR/Unit 4 12 GENERAL:
Business at a national level Business growth and expansion
e Marketing campaigns ¢ Business environment
¢ Expansion in products, market share or e Intellectual property

diversification  Employee motivation
» Marketing plan ¢ Business plan

¥
UNIT CONTENT

Environments Management People
e Political and legal  Marketing
e Economic * QOperations

e Socio-cultural
 Technological
e PEST

Pl

iX
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ACTIVITIES
Review questions, Group research, (contained at the end of each chapter)
Short answer, Extended answer, (contained Appendix A)

]
COURSE OUTCOMES

Outcome 1: Business concepts  Outcome 2: Business in society ~ Outcome 3: Innovation and operations

Students understand the

Students understand the Students demonstrate knowledge, skills
?:cqgisptjﬁggru?;l:;ﬁs %Tginess interrelationships between and processes required to manage
P g business and society. business operations.

performance.

Each of these is explained below.

Themes

The Units each have a particular focus.

e Unit | (IIATAR) or Unit 3 (12 GEN): The focus of these units is on success in
business at a national level and exploring what it takes to be successful beyond the
initial start-up stage.

e Unit 2 (II ATAR) or Unit 4 (12 GEN): The focus of these units is on business growth
and the challenges faced by business expanding at a national level.

Learning contexts

The learning contexts for each unit are representative examples, and other contexts may
be chosen. After the context or contexts are selected, relevant unit content is used from
within the text.

Unit content

The content for each unit of Business Management and Enterprise is split info three main
sections. These main sections form the structure of the text and are as follows.

e Environments: political and legal, economic, socio-cultural and technological (PEST)
* Management: marketing and operations
e People

The unit content outlined in the text is studied in conjunction with a range of relevant
activities.



Introduction

Activities

Activities are found at the end of each chapter or in Appendix A: Examination and
externally set tasks. They have been split up as follows.

Review questions

These are aimed at checking basic comprehension of the Unit content in the previous
chapter. They require the student to be able to define and explain terms and theories as

well as apply knowledge from the chapter to a variety of situations, or they require higher
order thinking such as analysis.

Group research

These are activities and worksheets available on the internet, or a question that must be
researched using web resources. All directly relate to the content of the particular chapter
and allow for interactive application of skills and knowledge.

Short answer questions

These are questions designed in response to the sample written examination paper and
the sample externally set task. These are short answer style questions that might be
allocated between 8 and 20 marks in the written paper, where the student might be
required to explain, interpret, analyse, evaluate and/or compare stimulus material.

Extended answer questions

These are simple case study, scenario, quote or statement stimuli, which can be scaffolded
or sectionalised. They aim to encourage students to develop an approach to elements of
likely questions in the written paper, where the student can be required to make reference
to other relevant case studies and is required to answer in the form of a report or essay.

Course outcomes

Outcome 1: Business concepts

Students understand the concepts, structures and factors underpinning business
performance.

In achieving this outcome, students:

e understand marketing
e understand how leadership and management function
* understand how organisational practices, procedures and structures function.
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Outcome 2: Business in society

Students understand the interrelationships between business and society.
In achieving this outcome, students:

e understand the impact of beliefs and values on business activity

* understand the impact of economic environments, government policies and legal
requirements on business activity

* understand the impact of technologies on business activity.

Outcome 3: Innovation and operations

Students demonstrate knowledge, skills and processes required to manage business
operations.

In achieving this outcome, students:

e apply business skills, tools and processes

e process and translate information required for effective business operations

e demonsirate interpersonal skills required for effective business operations

* investigate and evaluate innovative and enterprising opportunities.

USING THE DOWNLOAD

Student resources

The student resources in this Download include a series of Templates in Word document
format that cover a variety of business topics relevant to the course. An interactive Small
Business Quiz is available for student use. It presents |5 multiple choice questions. An
answer sheet is also provided.

Teacher resources

The teacher resource section of the support Download includes two Sample Teaching/
Learning Programs. These programs contains suggested themes, outcomes, unit
content, learning contexts and text references.

Marking Guides for the Activities in the textbook and the Appendix’s Short Answer and
Extended Answer questions, are provide in the Download. The solutions are suggested
responses only, and should form the basis for further classroom discussion.

A variety of other resources/tools are available for Teacher use. They include suggestions
for Group projects, a comprehensive list of Web resources and a GST calculator.

Xii
p
" e
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SECTION A: ENVIRONMENJS /

‘Your work is going to fill a large part of your life, and the
only way to be truly satisfied is to do what you believe is great work.
And the only way to do great work is to love what you do.’

— Steve Jobs -

TYPES OF BUSINESS OWNERSHIP

he choice of the form of business organisation to use when starting a business is a
major decision. It is a decision to be reviewed over time as the business grows and
the business environment changes.

Aspects of a business to consider when making decisions about the form of organisation
include:

e Tax: the form which will minimise the tax burden.
* Ownership: how best to share business ownership.

e Liability: how best to protect owners and investors from being personally liable for
business debts.

* Succession: setting up the ownership and control of the business for the future
(very important with family businesses).

* Sources of finance: considering the capital
needed to start the business.

In this section we will examine the following forms
of business:

2 < U e
* sole frader Q—-—J
e partnership : gyt
e small proprietary company

* not for profit organisation

i YV 7 7 7 i i FTU W ¥
 franchise y 77 i ‘&n---—u-“““

it
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v

1 www.pieface.com.au
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SECTION A: Environments

TYPE

Sole trader

Partnership

Small
proprietary
company

Not for profit
organisation

Franchise

DEFINITION

A single person
operating a business
under their own name.

Two or more people
going into business
together with a view to
make profit. Governed
by the Partnership Act
1895. The Act can be
overridden by a formal
Partnership Agreement.

A separate legal entity,
it has Proprietary (Pty)
and Limited (Ltd) in its
name.

A non-profit
organisation is not
operating for the profit
or gain of its individual
members.

Any profit goes back
into the operation of the
organisation to carry
out its purposes and is
not distributed to any of
its members.

Franchising is a
business arrangement
where the franchisor
(the owner of the
franchise concept)
licences the business
model to franchisees in
return for ongoing fees
or royalties.

Sole trader: a business run and
owned by an individual.

Table 1.1: Types of business forms

LIABILITY

Unlimited liability. The
owner is personally
liable for all debts and
damages owed by the
business. All contracts
and assets are in the
owner’s name.

Unlimited liability. All
contracts and assets
are in the owner’s
name.

Liability of
shareholders is limited
to any unpaid shares.

An incorporated
organisation provides
financial protection
by limiting personal
liability of members
to outstanding
membership and
subscription fees.
Members of an
unincorporated
organisation can be
liable for debts and
legal claims.

Liability for debts
depends upon the form
of business that owns
the franchise.

TAXATION

Profits of the business
are taxable income of
the owner.

Profits of the business
are distributed to

the partners and
considered part of
their personal taxable
income.

The business
completes a company
tax return and pays a
company rate.

If approved by the
ATO non-profit
organisations can be
exempt from income
tax.

The taxation of a
franchise depends
upon the form of
business that owns it,
eg. small proprietary
company, sole trader
or partnership.
Franchise costs such
as franchisor fees
and royalties are tax
deductible.

OWNERSHIP

The business can be run
in the name of the owner
or a business name can
be registered.

Contracts entered into

by one partner are
binding on all partners.
New partners can enter
with the consent of all
partners. There is a
maximum of 20 partners
except for a limit of 400
for some professions, eg.
accountants, lawyers

[t can have no more than
50 shareholders. Shares
cannot be offered to the
public.

Non-profit organisations
are either; unincorporated
or incorporated
associations.

An unincorporated
association is not a
separate legal entity to
the members associated
with it.

An incorporated
association is a legal
entity separate from its
individual members. An
incorporated association
can continue regardless of
changes to membership.

The franchisee owns the
franchise. They may sell
it to another person but
there may be conditions
set by the franchisor.

Partnership: an association of two or more people
to carry on a business with a common view to profit.



BUSINESS IN SOCIETY

The non-profit sector’s main
sources of income are the sale

of goods and services and
government grants and contracts.
There are as many as 700,000
non-profit organisations in
Australia, most of which are small
and dependent on the voluntary
commitment of members. There
are approximately 380,000
non-profit organisations that are

incorporated.

TYPE

Sole trader

Partnership

Small proprietary
company

Not for profit
organisation

Franchise

CHAPTER 1: Business Ownership
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Figure 1.1: Franchising graph showing the main industries
and percentage of employees

Table 1.2: Advantages and disadvantages of forms of business organisation

ADVANTAGES

- The owner has full control
- The owner keeps all profits
- Easy to set up

- Easy to establish
- Partners can bring in money and skills
- Work can be shared amongst partners

- Limited liability — personal assets are not taken
to cover business debts

- A person can sell their shares if they want to
leave the business

- Inexpensive to incorporate

- Few formalities and a low compliance
requirements

- May be eligible for tax exemptions

- A well established brand and product or service

- Franchisor offers management training and
assistance

- Established operating procedures, manuals and
management systems

- Obtaining finance may be easier due to
established market presence

DISADVANTAGES

- Unlimited liability — if the business goes broke

the owner could lose personal assets to pay off
business debts

- No-one to share the work load

- Unlimited liability
- There can be disagreements between partners

over decisions

- Rules must be set for partners leaving

otherwise the partnership will end

- Expensive to set up
- Less say in the running of the business

because there are so many owners

- Profits are shared amongst more owners
- Must operate within the Corporations Act

- Limited to operating in the state of

incorporation

- Not closely monitored or regulated so no clear

guidelines for operation and for resolving
disputes

- Franchisees have to operate the business

according to the franchisor’s procedures

- Less autonomy in business decisions
- Restricted territory for operation and promotion

of the business

- Ongoing cost of payments to the franchisor
- There may be restrictions on selling your

business

Small proprietary company: a company which meets at least two of the following critera: the consolidated revenue is
less than $25 million, consolidated gross assets are less than $12.5 million and/or it has fewer than 50 employees.



SECTION A: Environments

BUSINESS CONCEPTS

A fast food chain wants to encourage existing
franchisees to add stores and become multi-
unit franchises. They are discounting their
franchise fee. They will decrease the royalty
percent the more stores you own:

e one store: 6%

o two stores: 5%

e three stores: 4%

e four or more stores: 3%

Table 1.3: Buying a franchise — what do you get?

$15,000 $45,000

- A labour intensive - A mobile service based
business business

- Ability to work from - More established brand
home name

- Small marketing budget - More training

- Little or no specialist - More sophisticated
equipment or equipment and
technology technology

For example: For example:

- Mobile car cleaning - Bookkeeping

- House cleaning - Grout and tile sealing

- Personal training - Garden maintenance

CHOICE OF LEGAL
STRUCTURE

here are factors to consider
when deciding which legal
structure to use when starting or
expanding a business. Aspects of a
business to consider when making
decisions about the legal structure
are shown here.

Choosing a legal structure is an
important decision to make when
starting a business and considering
the best legal structure for a
business is ongoing.

$80,000

- Retail business

- Good location

- Established brand
- Intensive training

For example:

- Scratch, dent repair
- Skip bins

- Gourier

TAX

How to legally

minimise income
tax

$150,000+

- Excellent premises
- National brand

- Higher return

- Marketing support

For example:

- Juice bar

- Auto servicing
- Hair salon

SIZE
The number of
employees and

owners

LEGAL OWNERSHIP
STRU%TURE ) How best to share

business control

LIABILITY
Protect owners
from personal

liability for
business debts

Figure 1.2: Choice of legal structure



CHAPTER 1: Business Ownership

A small business operator may be planning to increase sales and expand the
business;changes in tax laws and other government regulations may mean that a change
in structure is necessary. A death, retirement or business closure may also require a
change to the legal structure.

In the table below the factors to consider will be explained when deciding between the
three most common legal structures for business.

FACTOR

Size

Tax

Ownership

Liability and
risk

Table 1.4: Factors to consider when choosing a legal structure

SOLE TRADER

If a business can be run by an
individual with few employees a
sole trader is suitable.

Business profit will be taxed as
personal income; good if the
business is the sole source of
income

Suitable if the operator wants to
have ownership and control. If
a sole trader dies or retires the
business will end. Commonly
used in a family business where
a family member can take over
the business.

An owner must have high risk
tolerance as personal assets
can be taken to cover business
debts

BUSINESS CONCEPTS

A Family Business Australia> survey found that 25 per cent of
family businesses surveyed do not have a formal succession
plan to organise what will happen if a the sole trader of a
family business dies or retires. Without a plan conflict can
arise amongst family members arguing over business assets.

2 www.fambiz.org.au

PARTNERSHIP

Suitable when expanding a sole
trader. Up to 20 partners can be
in a partnership. More partners
means more leaders and
managers to supervise a higher
number of staff.

Business profits are divided
amongst partners and taxed
as personal income. Income
splitting can be used in
partnerships to minimise tax.

The partnership structure

and agreement make clear
guidelines for ownership and
decision making. Partners
are motivated to act in the
best interests of the business.
If a partner dies or retires

the partnership will end but
arrangements can be made to
keep the business going in the
Partnership Agreement.

Personal assets of partners

can be taken to cover business
debts. Less risk than for a sole
trader because losses and debts
are shared amongst partners.
Expertise that one partner does
not have can be supplemented
by other partners.

COMPANY

Used for a large business or
one that is expanding nationally
and globally.

Business profits are taxed at the
company rate. The company
rate is lower than the top
individual tax rate. Owners can
then be paid a salary and taxed
as an individual rather than on
the full amount.

Because a company is a
separate legal entity, owners
can leave the business but the
business will continue. Suitable
for owners who want the
financial return from a business
but without having to run it on
a day to day basis.

A business is still risky, it can
fail, but owners’ assets are
protected by limited liability.
Only business assets can be
taken to cover business.

Income splitting: when a high level of
business income is split up amongst

family members. The overall tax bill will
be less than the business owner paying
tax on the whole amount. Each person
will be able to use the tax free threshold.
Often used in a situation where a business

operator splits income with their spouse.

|4 ’4
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ACTIVITIES

Content review
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List three differences between sole traders and partnerships.

Discuss two factors to consider when deciding which legal form to use for a
business.

What is income splitting?

Why can’t a sole trader use income splitting to minimise personal tax?

Why should you consider liability when choosing a form of business?

Which form of business is best for minimising personal liability for business debts?
What are some advantages of a small proprietary company?

What are some disadvantages of a sole trader?

What is a franchise?

10. Why is a franchise a good option for becoming a business owner?

Group research

Investigate examples of each of the five different types of business ownership. Find
three examples of each and classify them.

Use the Australian Securities and Investments Commission website:
www.asic.gov.au, to investigate the differences between small and large
proprietary companies. Then examine how a small proprietary company can
register their business name and create a summary flow chart of this information.

Each group member should identify an example of an Australian franchise
business. Use the information on ‘Buying a Franchise’ from the Small Business
Development Corporation website: www.smallbusiness.wa.gov.au, to evaluate
each franchise opportunity. Select the best option from your identified franchise
businesses.




of Business

‘Anybody who thinks talk is cheap should get some legal advice.’
— Franklin P Jones —

CONSUMER PROTECTION

On | January 2011, Australian Consumer Law (ACL) was introduced to put in place
national consumer protection laws. The ACL is based on the Competition and
Consumer Act (2010) and replaces the consumer protections in the Trade Practices Act
(1974).

The ACL is enforced by the Consumer Protection agencies in each state and territory
and by the Australian Competition and Consumer Commission (ACCC).

In WA the ACL replaced the following state legislation:

* Fair Trading Act (1987)
e Consumer Affairs Act (1971)
* Door to Door Trading Act (1987)

The ACL covers:

e unfair contfract ferms

e consumer rights when buying goods and
services

e warranties

e product safety

* door-to-door sales and other direct marketing
e lay-by agreements

* new penalties, enforcement powers and consumer redress options.

If a business is found to have breached the ACL the penalties it may face are:

* monetary penalties
* injunctions to force the business to stop the conduct
e damages awarded to the consumer

* orders to require the business to do such things as provide repairs and spare parts
and advertise corrections.
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Misleading and deceptive conduct

Itisillegal for a business to make statements that are incorrect or create afalse impression.
A business must not make false or misleading claims about the quality, value, price or
benefits of products or services.

This applies to product labels and advertisements in print, radio, television, social media
and online. It also applies to what sales staff and managers say to customers.

A focus of the ACCC and Section 18 of the ACL is to prevent misleading and deceptive
conduct; to stop businesses lying to customers to get sales. Examples of illegal conduct
under the ACL are:

Table 2.1: Misleading and deceptive conduct

Advertising a discounted product that is not in stock

Bait advertising is when an advertisement shows a very low price for a product

Bait advertising th.at is very att_ractive to cus_tomers. The aim.is to lure customers into the shop
with the promise of a bargain, to take the bait, and when they can’t buy the
advertised special they buy something else at full price. Special prices can only be
advertised if the business has the item in stock.

Making false claims about the country of origin of products and their ingredients

Phrases such as ‘Australian Made’ and ‘Product of Australia’ and similar logos
and labels cannot not be used to mislead the public. Some products include
claims on their labels such as ‘Proudly Australian owned’ or ‘100% Australian
owned’. These are about the ownership of the business and do not mean that the
product itself is sourced in Australia.

Two criteria must be met to be labelled ‘Product of ..." or ‘Made in ...”:

1. Each significant component or ingredient must originate from the country
Country of origin or state of the claim

2. All of the production or manufacturing processes must take place in that
country or state.
If you want food that was grown or sourced in Australia, look for:
‘Grown in Australia’ of ‘Product of Australia’

If you want food that has been made in Australia by Australian workers, look for:
‘Made in Australia’, ‘Grown in Australia’ or ‘Product of Australia’

A product with a ‘Made in Australia’ label may contain ingredients from overseas.
Making scientific claims about products with no proof

Businesses must be able to prove their products have the characteristics that
o ) are being promoted. For example, claims such as ‘not genetically modified’,
Scientific claims  «ecycled’, ‘sustainable’, ‘reduce wrinkles by 40%', ‘decrease cholesterol by
20%’ or ‘environmentally friendly’ must be backed up by scientific proof. Many
products claim that their benefits are ‘clinically proven’. Scientific data must be

provided to back up the claims. »
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» Using small print and disclaimers to hide information and mislead customers

This refers to the fine print included in advertising. Often when promoting phone

Fine print deals or service arrangements business will include details about the price and
additional fees and charges in very small print. There may also be warnings and
safety information hidden in this way. The ACCC now requires businesses to make
these details clearer and easier for customers to see and understand.

A business must not accept payment for goods or services if it does not intend to

. supply the goods or services or knows it cannot supply the good or service.
Wrongly accepting . ) . ; . ) . )
payment It is an offence if a business sells a product online or in a shop with the intention

of taking the customer’s money without supplying the goods or knowing that they
would not be able to supply the item in a reasonable time.

A person who offers rebates, gifts, prizes or other free items in connection with
the sale of goods or services must honour that offer.

Gifts and prizes are often used to entice customers to enter a shop or to provide
Offering gifts and  their personal information to be used for direct marketing. The ACL prohibits a
prizes person from offering rebates, gifts, prizes or other free items in connection with
the supply or possible supply or promotion by any means of goods or services:
 with the intention of not providing them
* not providing them within a reasonable time.

‘Puffery’ refers to exaggerated claims about a product or service. For example, a
restaurant advertises that they have the ‘best desserts on Earth’, a drink has the
‘freshest taste ever’ or a cafe has ‘the best coffee in the world’. These types of
statements are not considered to be misleading because no one could possibly treat
them seriously.

Guarantees, warranties and refunds

Consumers are entitled to a guarantee or warranty on their purchases. They are
also entitled to a refund where a product is faulty or fails to fulfil its purpose. The aim
of these requirements is to provide consumers a level of protection

when they make purchases.
Guarantee: a legal right to
Guarantees and warranty requirements are different for services redress under consumer law.

and products. Service providers must take care to ensure services
are carried out with duty of care. This means all materials are of
standards suitable to providing the promised level of service. The
consumer must ensure that the service provider is clearly aware of
needs and expectations.

Warranty: a written guarantee
from the manufacturer of a
product promising to repair
or replace it within a specified
period of time. A warranty is
voluntary and is in addition to
BUSINESS IN SOCIETY a guarantee_

Jack and Jill who run a small business by the Middleton beach renting bicycles

for the day have duty of care or a responsibility towards their customer to

ensure that the bicycles are in good working condition and they are serviced

regularly.

|
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The consumer has the right o expect a BUSINESS IN SOCIETY
safe, enjoyable experience of a product.
Therefore, the business must inform the Marty recently purchased a sound system to

consumer of any legal restrictions related to LD 1S Ot LS (e S Gle 5l et
using the product. playing music from dawn to dusk. Then next

morning he received a visit from the local police
The business must ensure the product authority, where he was warned over disruption
is tradeable, suitable for purpose and to the neighporhood. Marty was adviged to install
matches any description given. Consumers sound proofmg mat.erlal. Malrt.y feltld|stressed

4 ; : as he had no financial capability to install such
are responsible for checking particular material. The seller has failed to inform the
information when making purchases covered consumer of REQUIREMENTS OF USE.
by warranties and guarantees. These are

outlined below.

Table 2.2: Consumer responsibilities

Product is of tradable Must meet basic safety, quality and performance standards for the price
quality and description of the product

Product is suitable for Should be able to do the job or satisfy the need, as indicated at the time of

its purpose purchase

Product must match If demonstrated or presented to the consumer via a source of advertising
pre-purchase sample such as television, product catalogue, trade expo or even in labelling and
or description packaging, final product purchased must match it

If a product or service fails to comply with
the guarantee or the warranty, the customer
is able to take action. There are many
options available.

Customer action for a guarantee

I. Resolve the issue with the business:

i. If aproduct is either faulty or fails
to satisfy expectations, it should
be brought to the attention of the
business. The customer must
reasonably explain the dissatisfaction with the product to the seller and may
suggest a preferred alternative.

ii. Customer can request a service provider to repeat the service if it fails to meet
the expectations. Alternatively the service provider can offer to pay for the
service to be repeated by another provider or to refund the expense.

2. The customer can put their complaint in writing, giving details of the date of
purchase, problem and preferred remedy.

3. If the complaint involves a local business, the customer can contact
Consumer Protection.

4. The customer may need to lodge a claim at the Magistrates Court.

10
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There are three main types of warranty a businesses can provide. They are:

Voluntary warranties

Also called manufacturer's
warranties, they are a warranty
provided above the required
statutory warranty.

Extended warranties

This extends the warranty
beyond the statutory and
voluntary period. Customers
usually have to pay for the

Statutory warranties

Australian Consumer Law
gives consumers a right

to a refund under certain
conditions regardless of the

extension.

Businesses often offer a
voluntary warranty as a way
to highlight the quality of

their products. For example,

a car manufacturer provides

a ten-year warranty to

show consumers they have
confidence in the quality of the

A product is regarded as faulty even if the customer has been using it for an extended
time. For example, a washing machine, a television, a car and other goods are expected
to last a long time with normal use. If a vacuum cleaner breaks down after three months
or a stereo after six months the consumer can still take it back to the shop.

Product safety

The Australian Consumer Law includes product safety laws covering:
e consumer products: products intended for personal, domestic or household use

* product related services: services related to consumer products such as installation,
maintenance, repair, cleaning, assembly or delivery

Product safety laws create a legal duty for businesses to only sell products that are
safe. Laws protect consumers from being harmed or injured by unsafe products.
Consumer Protection WA and the Australian Competition and Consumer Commission
(ACCC) enforce product safety standards and take action if a product is unsafe. There
are also product safety agencies for particular industries. For example:

* Food Standards Australia New Zealand (FSANZ):
safety information about food and grocery products and BUSINESS IN SOCIETY
enforcement of the Australia New Zealand Food Standards In 2008 and 2009 an Australian

Code business imported and sold
banned mini jelly cup products
which can cause choking. They
are banned because their size and
shape means that they can easily
get stuck in the throat and cause
choking.

* Electrical Regulatory Authority Council (ERAC): safety
information about electrical appliances and goods

Consumers can contact them if they have a concern over
product safety.

Fe
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There is no standard testing of all products before they go on

Recall: when a product is

the market. It is the responsibility of the business to ensure the removed from all shops and
products it sells are safe and comply with product safety laws. suppliers and returned to
The consequences of a business selling products that are the manufacturer due to a
unsafe may be: defect or safety problem,

including all customers who

injuring customers have purchased it.

products being removed from shops
a recall of all products

fines and damages

getting a bad public image.

The government imposes national standards regarding product safety:

* Products must meet mandatory » Consumers have a right to be
safety standards before a business cescsnd provided with certain information
can sell them. The following must all about a product such as a list of
be safe: ingredients and warnings about any
— the manufacturing process safety issues regarding the use and
— ingredients and components storage of the product.

— how it works. » Consumers have the right to be

provided with instructions about safe

* Consumers have a right to receive use and care of the product.

safety warnings about use and storage
of a product » |f a product is recalled the business
must advertise widely and notify all

e |tisillegal for a business to sell sellers and purchasers

products that do not comply with a
mandatory safety standard. « ltisillegal for a business to sell
products that do not comply with an
information standard.

Mandatory Safety

Standard

r? 22222227
Product Safety Recall #

BUSINESS IN SOCIETY ‘ When a business recalls a product they must notify ’
. . all sellers and people who have purchased it. They
Recently a cotton clothing retailer recalled g .. required to advertise widely using this design. ES
jeans because they contained a dye with i e @
. . ad must mciude:
carcinogenic azo-colourants. Holden' d il
recalled nearly 42,000 cars because of a @ ¢ adescription of the product and a picture o
seat belt fault. Customers must contact ¢ model numbers and dates of manufacture or ’
' sale
their nearest dealer and take their car for : o where the products were sold ’
inspection and repair. > o safhty tek
’ ¢ how to retumn it '
’ o contact details ’
‘ See www.recalls.gov.au for ’
Australian Product Recall Information
1 www.holden.com.au """" yF vy o 4 ‘
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Repair and replace

Under ACL, a consumer has the right to take a faulty or unsafe product back to the seller
and ask the business to fix it.

When a business sells a product to a consumer there is a statutory guarantee that gives
consumers the right to a refund if a product is faulty or unsafe. Consumer guarantees
apply to all goods and services whether they are new or second hand, bought in a shop
or online. Reasons that give a consumer the right to a refund are listed below.

Table 2.3: Right to a refund

A product is not of

acceptable quality A television burns out after a month of normal use

A product is not fit for the A steam cleaner advertised as perfect for kitchens isn’t powerful
purpose enough to clean the benchtop

A product does not match

" A jacket advertised online as leather arrives and it is vinyl
the description

The above are major problems. With major problems, consumers have the right fo ask
for a replacement or refund. Minor problems are those that can be repaired easily or it
may be a missing part like a battery or remote control. If the product has a minor problem
the business can choose to repair it for free instead of providing a replacement or refund.
If the repairs are not completed within a reasonable time the consumer has a right fo

request a refund or replacement.

Consumers can also seek compensation for damage, injury
and loss caused by a safety defect in a product.

Managers can ensure their products are safe by:

e conducting regular tests of products
* having quality testing systems when making the products
e provide clear instructions for product use.

Governments are less likely to penalise a business if it

is proactive and conducts a quick voluntary recall of any
products with safety concerns. The reputation of a business
in the community will be better if it shows it cares about
consumer safety and doesn’t try and hide the problem.

2 www.jbhifi.com.au/corporate/consumer-guarantees-warranties-refunds/

BUSINESS CONCEPTS

JB Hi Fi2 publishes the following
on their website — You are entitled
to a replacement or refund for a
major failure if the goods fail to

be of acceptable quality. You are
also entitled to have the goods
repaired or replaced if the goods
fail to be of acceptable quality and
failure does not amount to a major
failure. Consumer Guarantees
have no set time limit — depending
on the price and quality of goods,
consumers may be entitled to a
remedy after any manufacturers’
or extended warranty has expired.

o,
13
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NATIONAL EMPLOYMENT STANDARDS

he Fair Work Act (2009) has been in force since | July 2009. Most Australian workplaces

are governed by the Act. The National Employment Standards have been in place
since | January 2010. The Standards are minimum conditions that all employees across
Australia are entitled to receive.

The Fair Work Ombudsman provides information and advice about workplace rights and
laws. The Fair Work Ombudsman:

* educates people about fair work practices and employee and employer rights and
obligations

* investigates complaints or possible breaches of workplace laws, awards and
agreements

* takes court action to enforce workplace laws and employment standards.

Minimum working conditions

The National Employment Standards (NES) provide the following worker entitlements:

Table 2.4: National employment standards

1. A maximum standard working . L
TG ERT Plus reasonable additional hours for a full-time employee
An employee with at least 12 months’ continuous service, if

o U HERLT IO ol S VG they have a child under school age, or a disabled child under

arrangements 18 years of age
3. Atleast 12 months’ unpaid For employees with at least 12 months service, the additional
parental leave time can only be refused on reasonable business grounds

4. 4weeks’ paid annual leave Annual Ieave’accrqes progressively during the year based on
an employee’s ordinary hours of work

5. 10 days’ personal leave per year Casual employees have access to two days unpaid leave

Such as emergencies and natural disasters, an entitlement to
10 days’ pay when an employee is called up for jury service is
also covered by this provision.

6. Leave for community service
activities

7. Long service leave entitiements 2 months after 10 years service

. . . When a public holiday falls on a normal working day for the

8. Paid public holidays employee

9. Minimum notice period Depending on the length of service and an entitlement to
redundancy pay

10. Fair work information All new employees are required to be provided with a copy

statement and can be found on the Fair Work Ombudsman’s website.
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The Fair Work Commission is an independent body that reviews the NES. Employers
and employees can go to the Commission to lodge complaints, resolve disputes and

make decisions in unfair dismissal cases.

Minimum wage

The national minimum wage is the minimum wage that applies
to employees who aren’t covered by an award or a workplace

agreement. Employers cannot pay people less than the minimum

wage. The minimum wage is set as an amount per week for
a full time job. People who work part time or are casual will
receive a wage based on the full time amount.

In WA, businesses that are not covered by the national
minimum wage have to comply with the state wage level.

The state minimum wage is set by the WA Industrial Relations
Commission and is reviewed each year. For example, workers
in hotels, pubs and clubs in WA are subject fo a minimum
wage that is higher than the national minimum.

People with a disability that affects their ability to work receive
a percentage of the minimum wage. For example, if a disabled
person is assessed as having a work capacity of 80% they
must be paid at least 80% of the minimum wage.

The Fair Work Commission reviews the minimum wage
annually and makes decisions about whether fo increase or
decrease it based on the economy and submissions from
employer, worker and community groups. The fair Work
Ombudsman investigates breaches of the minimum wage
order.

Unfair dismissal

A dismissal is when employment is ended by the employer.
There must be valid and fair reasons for dismissing the
employee.

Fair and valid reasons for dismissing an employee include:

* their ability fo do the job
* their conduct and performance in the workplace
* operational requirements of the business.

BUSINESS IN SOCIETY

The Fair Work Commission®
reviews and sets the minimum
wage. Each year an expert panel
conducts an annual wage review
and decides what the national
minimum wage will be. In 2013
the minimum wage was $622.20
per week at $16.37 per hour.

In 2014, Australia’s 1.5 million
lowest paid workers received

an $18.70 a week pay rise. The
increase was below the $27
unions asked for and higher than
the $8 business groups said they
could afford. The minimum wage
was set at $640.90.

An employee may claim they have been unfairly dismissed. Employees covered by the
industrial relations system in WA can lodge a claim of unfair dismissal with the Western
Australian Industrial Relations Commission (WAIRC). Employees covered under the
national system lodge with the Fair Work Commission.

3 www.fwc.gov.au
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If an employee has performance issues, the employer must document a fair process to
show how they fried to improve their performance through training, coaching and support.
The employer must also give the employee clear warnings about their performance and

the consequences of not improving.

Under the national system an employee has been unfairly
dismissed if the Fair Work Commission finds that:

e the dismissal was harsh, unjust or unreasonable
e the dismissal was not a case of genuine redundancy

e the dismissal does not follow the Small Business Fair
Dismissal Code if the employee was employed by a small
business.

Employees of small businesses cannot make an unfair
dismissal claim if they are dismissed in the 12 months
after being hired. Employees of larger businesses are
able to make a claim for unfair dismissal within six
months. A small business is defined as 15 employees or
less.

If there is serious misconduct such as theft, violence
or serious breaches of health and safety procedures, it
is fair for an employer to dismiss an employee without
warning. The Fair Work Commission provides a
checklist for small business owners to help them apply
the Small Business Fair Dismissal Code.

If a dismissed employee makes a claim of unfair
dismissal, the small business owner must provide

Redundancy: a job is no
longer required by a business
because of a change in the
way a business operates. The
job role is no longer needed by
the business. A business must
try and find another position
for the employee of similar pay
and conditions if their current
job role is no longer needed.

BUSINESS IN SOCIETY

There can also be unlawful
dismissal. It is unlawful to
dismiss an employee based

on discrimination such as
gender, family situation, cultural
background, marital status,
membership of a union, sexual
preference and disability.

evidence that a fair procedure was followed. This includes written evidence of help and
support to improve their performance in warnings, emails and letters.

Statement

| Fair Work
Information

H

o {

Figure 2.1: Fair work information statement

Every new employee must
receive a copy of the Fair
Work Information Statement.
It contains information about
the NES, the information and
assistance offered by the
Fair Work Ombudsman and
the Commission and how to
contact them.
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Termination management from the point of view of the employer is covered in a later
chapter.

Employing children

In WA the employment of children is regulated by the Children and Community Services
Act (2004) (CCS Act) and the School Education Act (1999). The School Education Act
1999 states that children cannot be employed during school hours unless in approved
employment, under specific conditions or with permission from the Minister of Education.
Generally children need to be at least 15 years of age to be employed. The CCS Act sets
rules about what work and hours children can do depending on their age.

Employment laws often change when there is a change in government. Managers and
business operators must keep up to date with changes to avoid breaking the law and
facing penalties from workplace regulators.

Table 2.5: Other employment regulations in WA

Legislation What it covers

It gives employees the entitlement to take 8%/, weeks of paid leave after

Long Servios Leave Aot 10 years of continuous service. And 4'/, weeks of paid leave for every

= five years of continuous service after 10 years.
Surveillance Devices Act It regulates the use of listening devices and optical surveillance
1998 devices in the workplace.

The Act sets compensation amounts based on the nature and severity
of the workplace injury and sets out the requirements for employers to
rehabilitate injured staff so they can return to work. Administered by
WorkGCover WA.

Workers’ Compensation
and Injury Management Act
1981

CONTRACTS

contract is an agreement between two or more parties that is legally enforceable.
There can be written or verbal contracts. A contract is formed when one party makes
an offer and another party accepts it.

A confract is entered info when:

* signing a written agreement
* taking a product of a shelf in a shop and paying for it
* clicking on the ‘I agree’ or ‘Confirm’ button in an online shopping cart.

If there is an agreement in writing all parties have a record of what has been agreed to,
what they have to do and what money is involved. A contract documents the promises
that have been made. For example, one party promises to provide a product and in return
the other party promises to pay a certain amount of money.

|7
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If there is a dispute over what has been done
or the money that has been paid, the contract
details are used to resolve the dispute. The
confract may be used in a court to prove

that there is an agreement so the court can
enforce the agreement. There may be a verbal
contract but then if there is a dispute it is
difficult to prove the facts.

Examples of contracts include:
e employment contract
e |oan contract

* phone plan contract Before signing a contract:

* vehicle purchase. v Read it carefully.

For example, an employment contract includes v Seek legal advice about anything you do
) not understand.
the following: ;
v Check that the contract contains
e name of employer everything that was agreed to.
* name of employee v Never sign a blank contract or one with
* job title blank spaces in it.

e employment status: full time, part time,
contract or casual

e term of employment: fixed term, permanent
e pay rate or annual salary

e hours of work

¢ leave entitlements

e probationary period

v Sign and date all changes and additions.

Elements of a contract

For a contract to be valid it must have the following elements.

Table 2.6: Elements of a valid contract

The parties must intend that their promises will create legally enforceable

It obligations in a contract.
Agreement The parties have negotiated the terms of the contract. One party has
offer and acceptance made an offer which has been accepted and agreed to by the other party.

There must be something of value exchanged between the parties. Con-
Consideration sideration is usually money but it can also be the performance of an act
or the provision of a service.

Legal Capacity The parties to the contract must be aged 18 and older and of sound mind.

—~
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Advantages of contracts

CHAPTER 2: The Legal Framework of Business

Signing a contract must be done with free will and proper understanding
of what is involved. If it can be shown that proper consent was not given
a breach of contract exists. Consent may be affected by:

o false statements

e duress

e using authority or power to force someone to sign.

Consent

The purpose of the contract must be legal. The contract is invalid if it re-
quires parties to do anything illegal. Some contracts such as for banking
and for the purchase of land must have certain details to be valid.

Legality of purpose and
form

BUSINESS CONCEPTS

Contracts must have an agreement
based on an offer and an

acceptance of the offer. Courts

Verbal agreements or oral contracts do exist and are common have considered when the contract

in business. Decisions can be made quickly without having to
wait for legal documents to be written and signed. But many
disputes and cases in court arise because agreements are

is made when we shop. Shops do
not make an offer when products
are displayed on shelves. A shop

displays their products to invite

not in writing and clearly defined. The advantages of having a you to buy them. The contract
contract include that itf: is completed at the checkout.

Otherwise every time you pick up
something to look at it you would
have to pay for it.

clearly defines the promises made by each party and the
consideration involved

outlines processes to resolve disputes
describes how profits and losses are fo be shared

defines a process if either party wants to terminate the
contract

creates certainty regarding income and costs for the contract period
outlines a timeline or schedule for work and completion.

BUSINESS CONCEPTS

Contracts that involve the sale of goods that have been
banned due to safety concerns or to provide fraudulent
services are not enforceable. For example, if you sign an
employment contract to sell exploitative finance packages
based on fraudulent property valuations the employer
cannot enforce the contract if you refuse to do the job.
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Content review
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What is the purpose of Australian Consumer Law (ACL)?

What are two penalties a business may receive if they breach ACL?

What are the benefits of national consumer protections?

What is bait advertising?

What is the difference between a voluntary and a statutory warranty?

Explain the two mandatory standards for product safety.

What are the three reasons a consumer is entitled to a replacement or refund?

What is the purpose of the National Employment Standards?

On what grounds can an employer fairly dismiss an employee?

. Explain the six elements of a valid contract.

. Verbal agreements or oral contracts are common in business. Agreements can be

reached quickly without having to wait for legal documents to be written, reviewed
and signed. But many disputes and court cases arise because agreements are not in
writing and contained in a valid contract.

A.
B.
C.

What is a contract?
List four reasons why businesses should use contracts.

Describe two situations that would result in an invalid contract.

12. Explain whether each of the following case studies of misleading or deceptive conduct
is an example of puffery, silence, disclaimers/small print, prediction/ opinions or not
misleading and deceptive:

A.

A real estate agent is selling apartments with a view of the Swan River and has
told buyers that the view will never be built out because it was zoned for low
rise development. This was based on information obtained from the council,
however it was wrong.

A clothing retailer is advertising ‘25% of all clothing’ but has an exclusion for
certain clothing written in small print at the bottom of the advertisement.

A fish and chip shop owner is selling their business because a similar shop is
opening nearby. He does not tell the buyer this information.

A day spa advertisement claims they have the ‘best sun tanning’ product in the
world.
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Group research

Search online for advertisements or business policies that you believe breach
Australian Consumer Law or contain puffery. Look for two examples. Explain the
breach or puffery in each example.

Pyramid selling is prohibited by ACL. Investigate pyramid selling to learn more about
it. What is a definition of pyramid selling? What are some examples of pyramid selling
schemes? How is it different to a legitimate business activity?

Design one advertisement and one product label that breach ACL because of
misleading and deceptive conduct. Explain how each one deceives consumers.

In small groups make a decision in the following consumer protection cases and
explain how the law applies to the case.

A customer bought a dress for her
daughter at a sale. The next day her
daughter bought the same dress at the
sale. The customer went back to the
store and asked for a refund. The store
refused to give her a refund.

Is the customer entitled to a refund or replacement?

A customer purchased an outdoor
setting with a table and six chairs.
After three weeks one of the chairs
had a large crack in one of its legs.
The customer took the faulty chair and | /s the customer entitled to a refund, repair or
the receipt back to the furniture store replacement?

to ask for a replacement. The sales
assistant refused saying that it isn’t
shop policy to break up a new setting
just to replace one chair.

Jake found a used car he liked at a
dealership. Part of the deal was for a
new stereo to be installed at no extra
cost.The sales contract did not list the
stereo as an extra but the salesman
assured Jake that the stereo would go
in. When Jake went to pick up the car
the stereo had not been installed as
promised. Jake complained and the
manager said that there were no extras
listed in the contract.

Is Jake entitled to the stereo? What could have Jake
done differently?

|
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Design and develop information products to educate people about an aspect of law
that affects their lives. Design a slideshow and a brochure or poster. Include key
points people should know, what to do if there is a problem and important contacts
for assistance and advice. Choose one of the following topics:

* National Employment Standards
e Australian Consumer Law

Access the Australian Consumer Law website af www.consumerlaw.gov.au/ and
go to the ‘Guidance’ tab. Find the information on sales practices. Create a brochure
aimed at consumers about their rights in relation to:

e unsolicited supplies

* unsolicited consumer agreements
e pyramid schemes

* multiple pricing

* lay-by agreements

* referral selling

* harassment and coercion.

How do the National Employment Standards apply to people who are:

A. Employed in an apprenticeship?
B. Working on a casual basis?
C. Under the age of 18?

Use the Fair Work Ombudsman website www.fairwork.gov.au, to investigate these
scenarios.

Select a set of case studies in the ‘Consumer Rights and Guarantees’ section of
the Australian Competition and Consumer Commission website www.accc.gov.au.
Each group member should select an example, classify the potential issues, and
create a summary table of relevant consumer rights and protection.
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‘Imagine believing in the control of inflation by curbing the money supply!
That is like deciding to stop your dog fouling the sidewalk by plugging up its rear end.
Itis highly unlikely to succeed, but if it does it kills the hound.’
— Michael D Stephens —

conomic factors are part of the macro business environment. The strengths and

weaknesses in the economy affect business success. There are cycles in the
economy, periods of growth followed by a downturn, recovery then growth again. When
the economy is growing unemployment is low, people have more discretionary income
and loans and credit cards are easy to obtain. Discrefionary income is spare money
that can be spent on non-essential items such as electronics, cars, fashion, travel and
entertainment. Non-discretionary income is money that must be spent on essential items
such as food, rent, electricity, mortgage payments, transport and basic clothing needs.

If loans and credit cards are easy to get
discretionary income can be increased. When
the economy is growing consumers are willing
to spend more and save less because they
are confident that they will keep their jobs

and continue to earn income. Banks are

more willing to provide credit through loans
and credit cards because they are confident
that the good economic times will continue
and customers will be able to meet their debt
repayments.

The increased discretionary income and
spending will increase demand for goods and
services. The demand may be higher than
what can be produced. Managers and operators will put their prices up because their
production and supply costs are higher because of the increased demand. Prices can
also be increased because business people know customers have the money and
ability to pay through cash or credit. This results in inflation — a sustained rise in the
prices of goods and services.

The Reserve Bank of Australia (RBA) tries to control inflation before it gets so bad that
people can’t afford the essentials. By increasing interest rates the Reserve Bank tries to
slow down discretionary spending by increasing the amount of money people need to
spend on debt repayments and by making loans and credit cards less attractive.

"
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Because of high interest rates and inflation the essentials cost more and people are
paying more on their mortgage, loans and credit cards so they have less or no spare
money.

People still need food but they may switch to cheaper brands and stop going to
restaurants and gourmet shops. Clothing will be bought more from discount stores
instead of expensive department stores and boutiques. Spending on home renovations,
white goods and furniture

will decrease as well as
electronic goods. Spending

on entertainment and holidays
will also decrease. People may
keep spending but change
from expensive options fo less
expensive ones, but overall
discretionary spending will
decrease.

Macro

e Inflation

Interest rates
Supply of labour
Unemployment
Currency exchange
rates

The economic factors explored
in this chapter are shown in
Figure 3.1.

Figure 3.1: Macro environment

INFLATION

very quarter the Australian Bureau of Statistics calculates the Consumer Price Index
(CPI) based on a list of the typical goods and services purchased by a household.
The CPI is compared to previous quarters. Inflation is identified when there is a rise in
the CPI over a number of quarters in a row. The inflation rate is the percentage change
in the CPI from one quarter to the next. If the CPI rises it means that you have to spend
more to buy the same goods and services. Inflation can occur when consumption is high.

When the economy is going well, the demand for goods
and services is greater than the supply. Prices rise

because it costs businesses more to find stock and BUSINESS IN SOCIETY

business managers know that people are more able and The Treasury and RBA aim to

willing to pay higher prices. achieve an inflation rate of 2-3%.
This is a rate of inflation low

If inflation is high consumers will spend more time enough to have a minimal impact

searching for the lowest prices. Businesses and on business and the community.

consumers may change their market behaviour to use

online shopping more to compare prices and they may

import less expensive goods. Businesses will find it

difficult because their costs are inflating while still trying to use low price to encourage
consumers to buy. Profit margins get squeezed and profit may decrease.

Instead of substituting less expensive brands, consumers may stop spending on luxury
items all together. Consumers and businesses will need to use higher levels of debt
to purchase goods and services. This increase in debt will have an impact on other
spending because of the higher debt repayments.



CHAPTER 3: Economic Impact on Business

INTEREST RATES

he Reserve Bank of Australia (RBA) sets interest

rates. The interest rates set by the RBA determine
the interest rates businesses and individuals pay on
their loans, mortgages and credit cards. If interest
rates increase the debt repayments increase. More
money going to pay off debts means individuals have
less money to spend on day to day expenses and
luxury items. Low interest rates will lead to increased
consumption as people have more spare money
because of low debt repayments and because they are
able to access more debt.

The RBA adjusts the interest rate as a way to combat inflation. If prices are rising because
people are spending and demand is greater than supply, the RBA will increase the interest
rate to slow down spending. If people and businesses are spending more to pay off debt
they will have less money to spend on the consumption of goods and services. Higher
interest rates will also discourage people from getting more loans and credit cards. This
slow down in spending eventually slows demand and reduces inflationary pressure.

Low interest rates result in increased spending as people are spending less on debt
repayments and have more spare money. Businesses and people can also increase their
debt to finance spending because the debt is easier to pay off.

SUPPLY OF LABOUR

upply and demand of labour has an impact on

wages. If there is a shortage of people with
specialised skills, the demand is high for skilled
labour and the supply is low. Businesses have to
use high wages to attract and keep people in the
jobs. Those people with the desired skills will earn
high wages and can spend more on luxury items
such as fravel, entertainment, electrical goods and
house renovations. This increased spending can
lead to more jobs and profits in the building, luxury
goods, entertainment and hospitality service
industries.

Unskilled jobs can be filled by people without
special qualifications and skills. The supply of
people may be greater than the supply of jobs.
The pressure to increase wages to attract people
does not exist.

BUSINESS IN SOCIETY

Since 2008, there has been little growth in
employment in occupations where economically
disadvantaged persons are typically employed

— such as labourers, technicians and trades
workers, and clerical and administrative roles.

g
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UNEMPLOYMENT

U nemployment has an impact on business profit and success when it is increasing
and decreasing:

RISING UNEMPLOYMENT

3

Figure 3.2: Impact of unemployment

Lower consumer spending

e Lower demand for products and services

e Gonsumer spending is focused on essential items not luxury goods

e QOver supply of labour may result in lower pay levels

e Specialised skills and experience are lost when people are sacked

o Staff morale may be lower; they are motivated by fear of losing their job

FALLING UNEMPLOYMENT

\

e Consumers can spend more

e Higher demand for products and services
e Consumer spending can broaden to more non-essential items
e Shortages in labour puts upward pressure on pay

e Higher wages increase business costs

* Workers are more motivated if the business is doing well

CURRENCY EXCHANGE RATES

he exchange rate for the Australian dollar is based on many factors, including the

level of interest rates, inflation and terms of trade (the difference between imports and
exports). If the Australian dollar increases in value compared to other currencies then
imports from those countries will be cheaper. People can afford to buy more imported
goods and go on international travel. Consumers may also buy more online so they can
take advantage of cheaper foreign products.

If the exchange rate for the Australian dollar decreases, imported products will be more
expensive, more Australian dollars will be needed to pay the same price. People will buy
fewer imported goods and may cut back on international travel.



CHAPTER 3: Economic Impact on Business

For example, a new car imported from overseas will have to increase in price in Australia
if the dollar falls in value. The Australian distributor needs more Australian money to
convert into the same price in foreign dollars.

When the Australian dollar is worth more, businesses exporting goods to overseas
customers may find that sales will fall. Even though the Australian business still charges
to same prices the customers need more of their currency to convert. Customers will try
and find cheaper alternatives.

Here is an example. A customer wants to buy computer online from a business in
Singapore. It costs $1000SGD. It is very different depending on the exchange rate for
Australian dollars.

. . When the exchange rate is
Singapore price AUD exchange rate AUD dollars high the customers spends
$1000 75¢ $1333 $980. If the exchange rate
is lower the customer must
$1000 $1.02 $980 spend more AUD to pay the
same price.

ol
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ACTIVITIES

Content review

I. Which level of business environment are economic factors a part of?

What are three examples of economic factors that have an impact on business?
How can inflation have an impact on spending?

How can the supply of labour have an impact on business costs?

How can rising unemployment have an impact on business costs?

How can falling unemployment have an impact on business costs?

N o o F O D

What is the impact of currency exchange rates on business spending?

Group research

I. Access the latest ‘Economic Roundup’ from the Australian Government Treasury
website: www.treasury.gov.au. Examine the current impact of the following
economic factors on business function in Australia:

A. Inflation

B. Inferest rates

C. Auvailability of labour
D. Unemployment rates

2. Use the Reserve Bank of Australia’s website: www.rba.gov.au, to investigate why

Australia has a floating exchange rate, and the impact of currency exchange rates
on business function in Australia.



CHAPTER/A
Corporate and Social
Responsibility

‘Conducting your business in a socially responsible way is good business.
It means that you can attract better employees and that customers
will know what you stand for and like you for it.’

— Derby Brown —

BUSINESS PUBLIC IMAGE

Apublic image is created by the
ideas and opinions that the public
has about a business. It is how the Stand out from
business is perceived and the reputation the competition
it has in the community. In a market
where businesses compete with similar
products at similar prices, it is their public
image and reputation that may influence

where a consumer shops. o
cuslor::‘!:s and POSITIVE A brand that
PUBLIC people

A business wants to create a public repeat
image through advertising, public business IMAGE remember
relations and community engagement.
Businesses that use advertising and
public relations to show how committed
they are to the community are often held
to higher standards by consumers. The Aliract and
reality must match what they are saying. keep motivated
No matter what is in its advertisements, employees
treating employees, customers and the
community badly has a much more
powerful influence on public image. Figure 4.1: The ways a positive public image helps a business

Customers can see a marketing gimmick

a mile away. A business must be honest Community engagement: interacting

about what it is doing and be consistent. Businesses must and working with people and

not promote something if they are really not going to follow groups in the community such as

through on it, as it will damage their reputation. sponsorship, donations, employment
and training.
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Strategies to build a positive public BUSINESS IN SOCIETY

image A major Australian. airline.
wanted to use social media to

promote their service and ran a
competition asking customers
to tweet their dream in-flight
experience. Instead, customers
used the opportunity to highlight
the poor service they received
from the airline.

Down at a national grocery chain
a Twitter promotion resulted in
many negative comments about
how the company is destroying
local small businesses.

‘Green’ gifts

Branded reusable shopping bags, water bottles and
stationery made out of recycled materials is advertising
and shows a commitment to the environment.

Donate to good causes

Donations may be one-off amounts or ongoing donations
such as a percentage of sales. A percentage of sales
may also encourage customer loyalty. The business can
promote their goodwill and the recipients of the donations
will also publicise the support. Being associated with a
good cause builds an image of a business that cares about the community.

Businesses could donate money or products for fundraising events, or employees could
provide time and expertise fo assist a charity or community event.

Exceed expectations in service

Word of mouth promotion will grow out of treating customers better than competitors and
by providing exceptional service; for example, by making sure products are delivered in
time for special events, solving problems and adding free services and support. Happy
customers will tell family and friends about their great experience.

Be ethical

A positive public image will develop from treating customers and suppliers honestly,
following through on promises and honouring guarantees and warrantees. Treating
employees ethically will motivate them and encourage loyalty.

Corporate sponsorship

Corporate sponsorship is a
business relationship where

two parties make an economic
exchange. It is not a donation,

an example of philanthropy, but a
business arrangement. A business
creates a community image by
building associations that are held
in the memory of people in the
community.
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Sponsorship can be a combination of payments, providing support by supplying free office
space, equipment, food, clothing or staff. In exchange for financial support or the provision
of goods and services the sponsor receives benefits related to:

» visibility: the participants and spectators will see the logo and slogan of the company
during the event and visibility will be high if a company sponsors an event that is
broadcast nationally and internationally.

e positioning: because of the association between a company and an event the values
and image of the event can support the image and positioning of the company. The
event endorses the company in a similar way to how celebrities are used in advertising.
By supporting an event the good intentions and community involvement of the event are
associated with the company. This linking helps create a positive image.

* publicity: during the promotion and running of an event the corporate sponsors are
mentioned and thanked. Company representatives may be involved in ceremonies.
The sponsor and event are aligned so a mention of the event in the media will usually
include a mention of the sponsor and the ftitle of the event may include the name of the
company. This is all free advertising adding to brand awareness and creating an image.

* market reach: the company will choose what to sponsor based on the demographics
of the people involved. A baby products company will sponsor a baby expo or parenting
workshops. A company selling healthy breakfast cereal or sports shoes will sponsor a
sporting event. Sponsorship is more effective if the company and what it is sponsoring
targets the same market.

The aim of corporate sponsorship is to create image transfer; the good public image of an
event, cause or organisation is linked to the business sponsor.

Corporate sponsorship has degrees of exclusivity. Organisations looking for sponsors can
charge more for exclusive sponsorship. This means that a single sponsor opportunity
is sold to the highest bidder, or only one company from each industry is allowed to be a
sponsor. The more exclusive the better for the sponsor as they will receive the benefits and
image transfer alone rather than sharing with other sponsors.

The fact that a company is sponsoring something and is involved in the community also
supports a positive community image. Existing and potential customers can see that the
company supports the community and this perception will be remembered by people and
become part of the business image.

IMPACT OF ENVIRONMENTAL ISSUES
ON PUBLIC IMAGE

hen a customer uses a business that shares the same values they will be more likely
to return to that business. If a customer finds out that a business causes pollution
or uses packaging that is not sustainable they will be less likely to return to the business.

Businesses should be environmentally responsible to build a positive public image, to
reduce waste and costs and to minimise harm to the environment. The business benefits
(loyal customers, higher profits) should not be the only motivation.

|
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A business could offer environmentally sustainable services such as carbon offsets,
recycling or renewable energy options. When faced with the choice between an
environmentally sustainable business and one that is not, many consumers will choose
the ‘green’ business.

Environmental issues are important to Australian consumers. Businesses can build a
positive public image if they promote what they are doing to be more ‘green’. If a business
is shown to be damaging the environment it will damage their reputation.

Environmental issues that can have an impact

on public image include:
) Climate
e climate change

e pollution

* energy use

* animal testing
e greenwashing.

Green-
washing

Climate change

Animal

. . . testin
Climate change is occurring because of .

the pollution created by human civilisation.
Pollution, carbon in particular, reaches
Earth’s atmosphere and creates a layer that Figure 4.2: Environmental issues
keeps heat in. This global warming increases and public image

the temperature of the Earth and changes

weather systems and seasonal conditions and increases the temperature of our
oceans. Climate change contributes to longer and more severe droughts, storms and
the loss of polar ice.

Businesses contribute to climate change through the pollution they produce. The
contribution to climate change of individuals and businesses is measured by their
carbon footprint. That is the amount of pollution that comes from all of the goods and
services produced and consumed; for example, from the production of the electricity
used to heat water, light buildings and run equipment; from the pollution created by
work vehicles and travel; and from the pollution
created by the manufacturing process to make
products and packaging.

For example, climate change impacts on tourism
include:

* reduced rainfall and increased temperatures
reducing water levels in rivers

* more frequent and severe storms damaging
coastal accommodation and liming access fo
tourism areas

e damage to tourism attractions, for example
bleaching of the Great Barrier Reef.

4
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Society is very aware of climate change and the dangers it poses for the community.
The public and consumers expect businesses to be aware and to be managing their
contribution to climate change. A business that has strategies to minimise their carbon
footprint will enhance their public image. Consumers and the broader community will see
that the business shares their concerns and is acting in the best interests of society and

the environment.

One way businesses do this is by offering carbon offsets. These
include investments in planting trees and in renewable energy,
or recycling when customers make a purchase.

Pollution

Pollution control is about cleaning up contaminants after
they have been created or released into the environment.

INNOVATION AND OPERATIONS

The City of Perth! have a carbon
offset scheme to plant and
maintain native eucalypts in

the West Australian wheat-belt

to offset the carbon emissions
from the cars using their parking
facilities throughout Perth. It
began in 2008 with the planting of
85,000 trees at Kojonup.

Pollution control is an environmental management process that

manages what happens to the pollutants that your business

generates. For example, rather than dumping waste overflows

from a production facility into the local river, a business with a pollution control strategy
would collect and then dispose of the waste at an appropriate recycling or processing
facility.

The major problem with pollution control is that it is a reactive solution that only acts to fix
a problem that has already been created. A far more effective option is to adopt pollution
prevention strategies that proactively reduce the amount of pollution your business
generates and releases into the environment. Unfortunately, many businesses never take
the initiative to shift from pollution control to pollution prevention. They continue to waste
money and effort dealing with the environmental issues that they create.

Energy use

A small business will reduce its expenses and lower its environmental impact by improving
energy efficiency; for example, by installing energy efficient lighting, using more natural
light and incorporating renewable energy options.

Ways to improve energy efficiency include:

* installing fluorescent lighting

e insulating buildings to save on heating and cooling expenses

* switching off lighting, equipment, machinery and computers when not in use
* replacing old equipment with new more efficient equipment

e recycling and reusing materials.

1 www.perth.wa.gov.au
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Animal testing

The safety of cosmetics, medicines and other products,
such as shampoos and household cleaners, is assessed
by testing on animals. There is no animal testing of
cosmetics in Australia. However, the majority of cosmetic
products sold in Australia contain ingredients that have
been tested on animals in other countries.

The public image of a business can suffer if their
products are associated with animal cruelty. Animal rights
and consumer groups often publish lists of businesses
that use animal testing for their products. Public image
can be enhanced if they promote their decisions to sell
products that do not involve animal testing.

Greenwashing

Consumers can see through gimmicks and what is called
‘greenwashing’. This term is based on whitewashing, where
imperfections in a wall or building can be covered up by
a layer of paint. Businesses have been found to be using
claims about being ‘green’ to try and build a positive public
image without really being committed to sustainability. The
ACCC can take action against greenwashing because it is
deceptive and misleading conduct.

BUSINESS IN SOCIETY

Cosmetic brands are failing to
inform Australian customers
that their products are tested on
animals in China, including the
Draize rabbit eye test, where a
product is put into the eyes of
rabbits. Skin and eye irritation
tests must be conducted on
animals in order for cosmetic
products to be sold in China.
The same products are sold in
Australia.

BUSINESS IN SOCIETY

The Australian Federal Court
found that a car manufacturer
was misleading when it said
that ‘Every Saab is green. With
carbon emissions neutral across
the entire Saab range’ because
17 trees were planted for every
car sold to offset carbon during
the life of each motor vehicle. In
fact, 17 trees would only offset
emissions for one year.

BUSINESS IN SOCIETY

An air conditioning manufacturer
had to pay back $3.1 million to
consumers because the energy
efficiency claims on the labels
were shown to be false.
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ACTIVITIES

Content review

© N o O £ O D

Why is public image important to business?

What are two ways a positive public image helps a business?

Explain two strategies a business could use to build a positive public image.
What is sponsorship?

Describe two business benefits of sponsorship.

How can community groups benefit from sponsorship?

Discuss one environmental issue that can have an impact on public image.

What is greenwashing?

Group research

Choose a business in the local community.

A. Inyour small group agree on two options to raise a positive public image.
B. Combine them info a strategy that will be implemented over six months.
C. Plan your strategy using a template such as the one below.

PUBLIC IMAGE STRATEGY

Communication

Option Tasks to complete Resources required methods

D. Develop three items to support the strategy, such as a poster, a storyboard for
a commercial, an email flyer or a print advertisement.

E. What are the benefits for the business if they implement the strategy?

|
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CHAPTER 5 4/
Understanding Your Market

‘Authentic marketing is not the art of selling what you make but knowing what to
make. It is the art of identifying and understanding customer needs and creating
solutions that deliver satisfaction to the customers, profits to the producers and
benefits for the stakeholders.’
— Philip Kotler -

MARKETS

In its most general sense, a market is
a location where transactions or deals
take place. Markets can be physical
meeting places such as a livestock
market, or virtual locations such as an
online auction website. They facilitate the
trading of product as well as the provision
of information about product.

Marketing is a process whereby the
pricing, promotion and distribution of
products is planned and carried out,
in order to meet the business’ goals and mission. The
product being marketed might be a good, a service, an
idea, or even a person. Put simply, marketing is all the
activities undergone to plan, price, promote and distribute
a product to current and potential customers.

A business needs to understand its market. Customers
included in a market are both consumers who already
purchase the good (or service), plus all consumers who
potentially might buy the product.

Figure 5.1: Products that can be marketed

2L
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Segmenting the market

Mass marketing is a marketing approach where the one product is marketed to all
possible consumers, in an attempt to reach the largest audience of potential consumers
that is possible. If the business decides to identify a specific group of potential customers,
this is defined as the target market. A small business in particular is likely to want to target
a market segment or a small niche market. If the whole potential customer base is
represented as an entire pie chart, smaller segments and niches can be shown as a
portion of the pie chart.

ENTIRE CUSTOMER BASE MARKET SEGMENTATION

W Segment 1
Total market W Segment 2
Segment 3
w  Niche
Figure 5.2: Mass market Figure 5.3: Market broken into three segments and one niche

Businesses segment the market in order to have a focus that allows them to be more
competitive and meet the needs of consumers. If the target market is clear, the business
can design a focused product, price, promotion and place that directly appeals to potential
customers. This will in turn assist with the achievement of the business’ broader goals
and mission statement.

Market size and market share

The potential market for a product could be considered to be the entire population of
consumers who have any interest in the product. This potential market will be a particular
size.

Within the whole potential market, the business will target a specific section. This target
market includes all the consumers that the business has decided to supply. A business
may decide that it has more than one market. If this is possible, it is a good idea to
prioritise these markets and to decide which is the primary and which the secondary (or
less important) market.

The market share of the business is the percentage of the entire market that an individual
business has. This is illustrated below.

Pl
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DECREASING MARKET SIZE

@il % %’l % -’ Susiness' mariot
; | i share

All consumers Potential market Target market

Figure 5.4: Market sizes

If the businesses in the market wanted to
work tfoward enlarging the whole market,
they would be aiming to increase the overall
number of consumers purchasing the product
or service. Each business would also be
aiming to ensure they kept or increased their
proportion of the market share at the same
time. Figure 5.5 illustrates the division of a
market where the industry leader, Business
A has 55% of the market share, Business B
has 15% and Business C has 30%.

.. Business A

i Business B

Business C

TARGETING THE MARKET

Figure 5.5: Market divided into three market shares

In order to divide the market up into groups of
consumers, the business will need to develop
an understanding of its target market. There are
a series of steps that can be followed to do this.

Steps involved in target marketing

1. Segment the market
2. Choose and describe the target market

Market segmentation 3. Position and differentiate the product

To complete the segmentation step of

this process, markets can be divided based on the demographic, geographic,
psychographic (lifestyle and behavioural) characteristics of the population.
Demographic characteristics describe attributes of the consumer population.
Geographic characteristics outline where consumers live. Lifestyle characteristics
describe attitudes and values in the population. Finally, behavioural characteristics
describe how the population would use the product.

4
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Demographic | = population attributes BUSINESS CONCEPTS

y J J JZ JZ JZ 7 4 The target market for a luxury
. : : : : ice cream business might be
. described as females aged
Geographic . - location p between 30-40 with an income

Ay gy above $60,000 a year and no

children, living in urban areas of

“N Australia, with strong opinions
Lifestyle = attitudes and values about lifestyle choices and
S S S S relaxation, who enjoy the status

o S associated with being able to
NSNS N NN\

A afford more expensive products
= usage

and ingredients perceived to be of
i b i 4

a higher quality.
Figure 5.6: Segmenting a market

Behavioural

Examples of market segmentation are included in Table 5.1.
Table 5.1: Describing a market segment

MARKET CHARACTERISTIC EXAMPLES

Income, sex, age, education, occupation, nationality, religion,

R i ethnicity, family size, generation, social class

Country, state, rural/suburban/urban, climate, population size,

Geographic climate

Opinions, personality, attitude, interests, leisure activities, beliefs,

Lifestyle values

Psychographic .
How the consumer treats products: usage, loyalty, special events,

Behavioural . . . ;
status, convenience, benefits wanted, readiness, occasions/events

Market research process

The market research process involves determining market information needs, collecting
primary and/or secondary data, then analysing this data to determine the target market
and positioning of the business.

1. Determining information needs

The market researcher needs to first consider the information needs of the business. They
want to find out information that allows the business to create good marketing strategies,
to meet sales targets, to meet the requirements of the customer, and to review the

5l
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product range. The researcher should ensure that they do not collect information “for
the sake of it’. It can be very expensive to undertake market research, so the cost of
collecting information should be weighed against its importance and usefulness to the
business.

The business might have several reasons for
wanting fo carry out market research. Generally they
want to find out if customers will support changes
to the product, details about main competitors, or if
the market itself can alter. Other potential objectives
are outlined in Figure 5.7.

Market size?
Can the market be expanded?
What are the profit goals?

Are customers satisfied?

2. Collection of marketing data
Are new markets possible?
Marketing information is generally collected from

either a primary or a secondary source. Primary
data is collected from the original source, usually
from the customer. The business might conduct
the collection of primary information itself. Usually
this involves interacting directly with customers,
by interviewing, questionnaires, observing or test
marketing (experimental).

Can the product be improved?

Current market trends?
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Our competitors?

Our customers?

. Figure 5.7: Objectives of market research
Table 5.2: Sources of primary data

SOURCE EXPLANATION

Interviews Discussion with customers, such as one-on-one interviews or small
focus groups

Questionnaires Surveys that can be conducted either over the telephone, internet,
by post or face to face

Observation Watching how an individual or a group of people behave when
shopping, or collecting information about their purchasing habits

Test marketing (experimental)  Giving the customer the product andobserving their response, use
and reaction

BUSINESS IN SOCIETY

One type of primary data collection is an interactive
question-and-answer feature on a business website. The
survey would appear whenever a potential customer has
visited the site, and pop up when the customer navigates
away from the page. The survey might ask the visitor
questions about their shopping preferences and their
response to the businesses products.
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Secondary data has already been collected by another organisation such as the
government or another market researcher. External sources of secondary data
include journals, government reports, industry association information and other publicly
available locations. Information about competitors can be obtained on business websites
and from publicly accessible company reports. Media reports and government statistics
are available online.

Secondary data can be generated within the business. Internal sources of secondary
data include reports from areas such as operations, finance, sales and so on. Shopper
loyalty cards can form a useful source of marketing data because these record detailed
information about customer purchasing habits. Internal secondary information can be
analysed and interpreted by the marketing manager or owner of the business. It is usually
the cheapest and easiest source of decision making information.

Sources of secondary data

EXTERNAL sev e INTERNAL
» Journals and trade publications * QOperations
* Government reports * Finance
* Industry associations * Sales
* Business, media and government * Loyalty cards
websites B « Other internal reports and analysis

INNOVATION AND OPERATIONS

The marketing manager of a business might wish

to research the viability of expanding and opening

a second shop front in a particular suburb of Perth.
Using external secondary data from the Australian
Bureau of Statistics, he/she can access census
information to determine the socio economic status of
the chosen suburb and household expenditure data.

This marketing manager could then research potential
funding for the new shop front in Perth. Using internal
secondary data on the businesses finances, he/she
considers budget information to determine the
likelihood that the business will be able to support
payment for advertising and set up of the new location.

3. Analysis of marketing data

Market analysis and interpretation is carried out in order to determine if there is a market
for a particular product or service. It can assist with deciding if the business has an idea
that will appeal to consumers, and the likelihood of sales forecasts being met. After
budgeting for potential sales, the business can predict likely profits.

4
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CHAPTER 5: Understanding Your Market

The analysis of market research also provides important data about the market segment
to the business. If the research is interpreted carefully it will enable the business to satisfy

the wants of consumers.

Table 5.3: Market analysis and evaluation

QUESTION

Is there a market (or any new markets)
for the product/service?

What size is the potential market?
What is the target market? market size.
Will sales forecasts, market expansion
goals or profit goals be met? actual results.
Will customer needs and wants be

satisfied? Success.

How valid is this market information?

What are the current trends and likely
changes in the market?

FOCUS AREAS

It is important that the business owner is able to
objectively consider what the results are showing, and
not get carried away with the emotion of a great idea.

Secondary research can assist with determining the

Compare budgeted forecasts and planned goals with the

Survey customers and employees to determine the

The business must evaluate the research and interpret
the results in a non-biased manner.

External factors, such as the social, cultural and
economic environments, can have an impact on the final
results and so must be included in analysis.

The main result of the market research process is fo use market research information to

determine:

I. Target market
2. Positioning

This will then enable the development of the overall marketing strategy.

Positioning

Positioning involves attempting to create a specific
idea in the mind of potential consumers of a product.
In a crowded market place, it is difficult for a business
to distinguish their product from others. Positioning
requires the business to both simplify their advertising
message, and to ensure their message sticks in

the mind of the consumer. A business that is not the
market leader wants consumers to have an idea in
their mind about the position of their product in relation
to all other similar products. If they are not the market
leader, their position could be that they are a viable
alternative product to the market leader, or that they
can take up a specific niche market.

o
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Successful marketing
campaigns

From the determination of target market
and positioning, the business can

then move to the development of a
comprehensive strategy in the Marketing
Plan. The marketing plan outlines how the
business will develop a campaign to meet
its marketing goals in the selected target
market and position chosen.

The main aim of a marketing campaign is fo increase awareness of the product for
consumers, and thereby improve exposure, sales or profits. An effective campaign will
do this with a minimal outlay of resources. The business will ascertain if main marketing
goals or objectives were met, and this is a useful measure of marketing campaign
success. Other performance criteria can be used to measure success, such as customer
satisfaction.

SIMPLE MARKETING PLANS

Marketing Plan must be carefully researched

and prepared. Its purpose is to assist the MARKETING PLAN SECTIONS
business with achieving goals in other areas of Market position
the organisation, and it is generally prepared at Current market
’rhg same .nme as a fgll business plap. It is a Competitor analysis
written action plan stating how the business will Ttat ratkstanalus]
achieve marketing goals. aige mar shanayss

Marketing goals

Marketing strategy and marketing mix
Costing

et i) Gl B A

1. Market position

J

The current market position is a summary of

the existing situation that the business finds itself in. For example, there may already be
customers, the owners may have particular levels of experience, or there may be some
knowledge of other businesses in each locality.

This section of the Marketing Plan would analyse the marketing
mix. It would contain a synopsis of what is already known about
the product, compare the place where sales will take place
with competitor locations, outline the strategy for price such as
special deals and discounts, and detail all promotion that the
business currently uses.

It may mention the people working in the business and the
training they already have, and the processes used for each
part of the business such as customer service, manufacturing,
giving quotes and responding to web page queries. Finally it could outline the physical
appearance of the business; of signage and uniforms.
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2. Current market

This is an analysis of the external factors that will impact on the business, listing the
outside industry issues that will have an have an impact on marketing. The business
can base its assessment of the current market on the particular industry it is in. Industry
categories can be based on the Australian and New Zealand Standard Industrial
Classification (ANZSIC), which has 17 broad groups defined.

Industiry categories for market comparisons:

* Agriculture, forestry and fishing

e Mining

* Manufacturing

e Electricity, gas and water supply

e Construction

e Wholesale trade

e Retail frade

e Accommodation, cafes and restaurants
* Transport and storage

Communication services

Finance and insurance

Property and business services
Government administration and defence
Education

Health and community services

Cultural and recreational services
Personal and other services

When the industry category has been defined and industry issues outlined, the business
will consider the physical, economic, socio-cultural and technological factors that have
an impact on it. The examples in the following table may be used when summarising the

current market.

Table 5.4: External factors impacting on the business’ market

EXTERNAL FACTORS EXAMPLES
Physical New government legislation or policy
Economic Changes in interest rates, industry income, industry annual profits
Socio-cultural Alternative markets, changing social beliefs and values, family groupings
Technological New information technology, mobile offices

3. Competitor analysis

A competitor analysis can be completed. This is a table showing each product,
comparing each one with the competitors’ products. The aim is to summarise the strengths
and weaknesses of each competitor by analysing their capabilities, strategies and goals.

Competitors can be analysed in the marketing areas of:

e Product: quality, choice
¢ Price: method, additional features, offers
* Positioning: branding
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¢ Premises: facilities, ambiance (etc)
e People: staff, customer service
e Type: current or potential, direct or indirect

The business owner may complete a SWOT analysis, showing the internal strengths
and weaknesses and external opportunities and threats. A summary of a SWOT has
been included in a later chapter.

A more extensive analysis of the marketing situation would allow the business owner to
consider the current market environment as well as possible future trends. The marketing
situation analysis covers five areas that relate to marketing decision making. These
are: competitors, customers, company (the business), collaborators and climate (PEST
analysis).

4. Target market analysis

The business needs to identify the segment of the market that the product or service
is aimed at. A good description of the target market will ensure that all promotions are
aimed appropriately at the market, thus marketing should be as beneficial as possible.

Target markets can be described using a number of different aspects, as outlined earlier
in this chapter.

Aspects of target markets include:

e demographic

e geographic

e psychographic (lifestyle and behaviour).

There may be some obstructions to entry for particular
target markets. The business should identify any likely barriers
such as the costs to establish branding, licenses, government
regulations, insurance requirements, staffing needs, transport
costs and intellectual property costs.

5. Marketing goals

The business needs to identify the goals it wants to achieve as a result of the marketing
campaign. These goals should be specific, and outline what the business wants to
achieve in relation to the product (good or service) and in relation to the market. If the
business establishes clear goals, this will assist in the planning of its market research
process and marketing campaign.

Marketing goals should set quantitative amounts to be achieved or specific benchmarks
for performance. They might involve expanding into new markets, changing market
share, identifying new niche markets, increasing market size or diversification.

The following questions may assist with planning marketing objectives.
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What level of sales is expected in the next six months? Next year?

How many new customers does the business want to obtain?

How many queries about the business should be received?

How many quotes for new work should be written? Taken up by customers?
What level of public recognition is required?

CHAPTER 5: Understanding Your Market

QUESTIONS ABOUT MARKETING GOALS

J

6. Marketing strategy

This strategy is probably the most important section of the Marketing Plan. All earlier
sections relate fo identifying the current situation of the business and the aim of the plan.
The section on strategy outlines exactly how the business will achieve the goals set out
in the Marketing Plan.

This part of the plan is divided into the four (or seven) sections of the marketing mix. For
each section, the business must outline an action plan of how the marketing goals are to
be met using the related ‘P’. Further details of each part are contained in the marketing
mix section of this unit.

ELEMENT

Product

Price

Promotion

Place

People

Process

Performance

Table 5.5: Marketing strategies

EXAMPLES

Benefits customers will receive along with the product (or service), eg. delivery,
after-sales service, packaging, branding

Decisions about price setting, eg. discounts, beating competitors price, profit targets

How the business will communicate to customers, eg. personal, public relations,
sales deals, advertising

How the product will be distributed and sold, eg. distribution networks

Staffing needs of the marketing plan, eg. training, communication skills,
manufacturing capabilities, selling skills

The customer service experience, eg. the procedure that will be followed if an inquiry
is received, how to complete a customer quote

Satisfaction and competitiveness, eg. customer satisfaction and competitor
awareness

47
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7. Costing

This section of the Marketing Plan will list each product that will be sold by the business,
and decide on the percentage of total sales that it may supply. Then the business can
calculate the percentage of profit that each product should contribute. Do any products
not provide enough profit? Should all products be sold? The business must also decide
the approximate market share that each product will hold.

The costing section of a Marketing Plan outlines a timeline including details of each
element of the marketing strategy, with the cost of each item. The timeline is important
because it will assist with planning, and enable the business to budget for expenditure.

SAMPLE MARKETING PLAN

Each section of the Marketing Plan will be defined and explained using the
example of ‘Dippin’ Doughnuts’, a chain of doughnut stores which has manufacturing
facilities located in Perth and outlets in ten suburbs. As part of its overall business
plan for the next five years, Dippin’ Doughnuts wishes to expand its operations by
opening twice the current number of stores. The Marketing Plan has been written
with this in mind, and extracts of each section have been included below.

DIPPIN’ DOUGHNUTS
FIVE YEAR MARKETING PLAN

SUMMARY OF MARKET POSITION

Dippin’ Doughnuts has two major competitors — Holy Dough and Flakey

Pastry, both of which have twice the number of outlets (a detailed map

comparing store locations has been compiled, and is attached to this marketing plan).
Managers at each store of Dippin’ generally have 2-3 years’ experience in the doughnut
industry, and have training in marketing and financial analysis.

In the last year, the market share of retail stores in this industry has increased by 5% for
stores located in major shopping centres, and has decreased by 7% for stores in other
locations. The families market is the main sector of this industry, followed by the teenage
market.

CURRENT MARKET
Physical factors
[New government legislation or policy]
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Economic factors

Dippin’ Doughnuts is part of the Retail trade: specialised food trade industry, which had
an estimated industry income of $3.45 million last year. Data from the Australian Bureau
of Statistics shows that the average income made by retail outlets in this category was
$234 000 per annum. The life cycle stage for this industry sector is the Growth phase, as
individuals in Australia have higher taxable income. This industry is very susceptible to
changes in interest rates and employment rates.

Cultural factors
[Alternative markets, changing social beliefs and values, family groupings]

Technological factors

New methods for storing doughnuts have recently become available, enabling the
business to keep product fresher for twice as long. This extended shelf life technology is
currently only know about by us.

THE PRODUCT

Dippin’ Doughnuts offers a range of doughnut products. These include plain, pink icing,
jam filled, dinosaur shaped, chocolate coated, and cream filled. They also sell a range of
soft drinks. The most expensive doughnut to produce is the cream filled doughnut, and
this is sold at a higher profit margin. Currently the pink coloured icing doughnut is not
very popular and sales are declining. The margin on drinks is excellent, and these do not
require preparation time, ensuring they contribute positively to profit margins.

Competitor analysis
People (staff and customer service) and price (additional features):

* Dippin’ Doughnuts has highly trained service staff who complete a four-hour
orientation. Managers undertake ongoing management qualifications at TAFE.

¢ Additional offers are not as impressive as the main competitor — Dippin’ has only one
offer, which is to give customers who purchase six doughnuts the hole (in dough) from
three doughnuts.

e QOur main competitor, Holy Dough, has staff who are less experienced, however
their special offers include seven for the price of six, and a ‘frequent dough-nutter’
card where customers receive a 5% discount after purchasing five multi-packs of
doughnuts.

Product (quality and choice)

¢ Dippin’ has a selection of twenty different varieties of doughnut on offer. These are
all sweet doughnuts, the same shape and size. They vary in flavour and colour. All
ingredients used are high quality and fresh.

¢ Holy Dough has a selection of low fat savoury doughnuts, targeted at the healthy
consumer. They have a selection of 12 sweet doughnuts in different shapes, sizes and
flavours. They market their ingredients as being ‘All Natural’.

|
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* Flakey Pastry sell a range of pastry products. They also sell seven different types of
doughnuts, all of which are chocolate or plain in flavour. Two are branded as using
organic ingredients.

[Other comparisons: positioning: branding, premises: facilities, ambiance; Type:
current or potential, direct or indirect].

SWOT Analysis
STRENGTHS WEAKNESSES
 Dippin’ Doughnuts has excellent store e |t is costly to train staff, and the turnover
locations in major shopping centres. can be quite high as staff members are
« Sound cash flow from the cash only usually students who move on from study
sales within a few years
» Our doughnut flavours are changed * Rental costs are high. It s easy for
on a regular basis, and new types of competitors within the same shopping
doughnut are being tested centres to prOVide alternatives
Areas internal to the business that arean ~ Areas internal to the business that are of
advantage and will assist the business to concern and that may lead to failure, or
function efficiently poor results
OPPORTUNITIES THREATS
e Increasing demand from the employers ¢ Two competitors
market for easy morning tea supplies « Increased government legislation for the
e Interest level from teenagers in new production and sale of food
products External factors that could have a negative
External environmental factors that can be impact on the business. The owner wants to
used to the advantage of the business try to turn these into opportunities.
TARGET MARKET

Demographic and psychographic analysis

The typical Dippin’ Doughnuts customer has a sweet tooth and likes a doughnut to munch
on after a meal, or with a coffee. Customers are either aged between 25-45 with a family
and purchasing multi packs of doughnuts. Alternatively, they are teenagers who purchase
only one or two doughnuts to eat straight away. Both males and females are customers in
equal proportions.

Geographic analysis

The typical Dippin’ Doughnuts customer lives within a short walk of the shop. Many shop
locations are near public transport, such as train stations. Shops are located in mid to low
socio economic areas. Multi pack purchases are made as people head to work (catering
packs for morning tea) or as they head home (to share with family).

L
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Obstructions to entry

[Likely barriers such as the costs to establish branding, licenses, government regulations,
insurance requirements, staffing needs, transport costs and intellectual property costs]

MARKETING GOALS

Dippin’ Doughnuts will double the number of outlets in the next five years. As well as
maintaining the current average level of sales, we will increase overall sales by ten
percent. We aim to increase awareness of our product in our target markets and have a
majority of customers as repeat customers who return to purchase doughnuts at least
once a fortnight.

MARKETING STRATEGY

Doughnut products:

e plain

* coloured icing (seven types)
e jam/cream/custard filled

* six different shapes
PRODUCT e chocolate coated

Three new flavoured doughnuts and a low fat doughnut are being developed
in time for the launch of the new stores

A range of soft drinks

Well known branding. Packaging available in multi pack and catering sizes

e plain or shaped = $2.00 each
* coloured icing, coated = $2.50 each
* filled = $2.80 each

Discount of 5% available for purchase of 6, 12 or catering pack of 50
PRICE doughnuts. Combination packs priced using individual costs

Competitors price is being met on all but the cream filled doughnuts.
Drinks are priced at a mark-up of 70% on purchase price.
[Profit targets]

To occur at each new store in the first two weeks of operations:

* Personal: free samples on counter, special deals and discounts for volume
orders

* Public relations: Raffle prizes to be offered to local schools for quiz nights,
sponsor local sporting teams, special events days in conjunction with

PROMOTION shopping centre

 Advertising: website with information on the location of individual stores,
pricing and special deals. Vouchers in local discount voucher book.
Signage in local area for each shop. Online marketing campaign

 Branding: staff uniforms, shop signage, napkins, catering pack boxes all to
have the logo and toll free phone number

L
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Doughnuts will be manufactured at the central Perth premises, and

PLACE distributed to shop outlets using the business vehicle. Drinks are distributed
from the FAL warehouse by their team of drivers.
Communication and selling skills: Each shop has approximately five part
time employees and one full time manager. Part timers have been trained in
customer service and money handling. Managers have received financing,
operations and marketing training. They study ongoing management
PEOPLE qualifications at TAFE
Manufacturing capabilities: Two staff members are employed in the
manufacturing centre and they are fully qualified bakers. One part time driver
has the correct class licence to operate the truck.
Procedure manuals have been developed for:
e occupational safety
PROCESS e customer service
 food handling
e customer quotes
PHYSICAL The website, staff uniforms, shop signage, napkins, catering pack boxes all to

have the logo and toll free phone number

PUBLIC RELATION
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ACTIVITIES

Content review

o &= 0 D

Complete the following sentence, using these terms: planning, market, goals,
goods.

Marketing assist the business in how the business can achieve
their aims in relation fo the (or services) and the overall

How can a business define its potential market?
Define the concepts of ‘market’ and ‘marketing’, using examples.
Outline how a market can be segmented.

Describe potential target markets for the following products and services.

Cricket equipment

Car parts

Luxury hotels
Physiotherapy services
Beauty products

moow>»

Distinguish between the following terms:

Mass market
Market segment
Niche market
Market size
Market share

moowpy»

Why would a business segment the market?

Identify the three main characteristics of market segmentation and give examples
for each one.

Summarise three questions that can be used when constructing marketing goals.

. List the objectives of market research.

Explain the difference between primary data collection and secondary data
collection, using examples.

. Recommend how a small catering business could complete market research for

expansion into a new market segment.

. Demonstrate how marketing data can be analysed, using examples to illustrate

your answer.
How can a business position its product to negate a crowded market?
Summarise the main sections of a Marketing Plan in a table.

What external environmental factors will affect the market of a business?
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18.

19.

20.
21.
22.

Explain the purpose of a market competitor analysis, and the main elements that
might be found in one.

What is a SWOT analysis?

Complete a competitor analysis for your choice from each of the following
categories of businesses, showing each response in a summary table.

A. A local café or bakery in your area
B. A national franchise chain
C. A manufacturing company that distributes goods Australia wide

What are five questions that could be addressed by a business’ marketing goals?
Outline the relevance of a marketing strategy.

Why is it important to create a timeline when doing costing for a marketing plan?

Group research

Research a specific industry sector allocated to you by your teacher.
Summarise the impact of external factors on marketing in this sector, including:

A. Physical
B. Economic
C. Cultural

D. Technological

Write a two-minute summary and present this fo the class.

Complete one of the following interactive quizzes on marketing from the Tutor
Marketing website at www.tutor2u.net/quiz/marketing/.

A. Marketing mix
Market segmentation
Promotion

Pricing
Place/Distribution
Products and brands

TMOOW®

Summarise how the marketing of a product fits in with other business activities,
using the marketing information on the Small Business Notes website at
www.smallbusinessnotes.com/. Go to the ‘Marketing Your Business’ tab.




‘The aim of marketing is to know and understand the customer

so well the product or service fits ... and sells itself.’
— Peter Drucker —

MARKETING MIX

marketing strategy can be developed PROCESSES PEOPLE

around the elements of the marketing
mix. The strategy details how the parts of
the marketing mix can work together in order
to achieve the marketing objectives that the
business has set. The mix is called the Four
Ps: Product, Price, Promotion and Place. For
each element of the mix, the business’ product Promotion
or service is matched with the target market with
the aim of ensuring a competitive advantage.
For the purposes of this Course, the expanded PHYSICAL
marketing mix has been defined to also PRESENCE
include People, Process and Physical Presence.

Product

The business will decide on the product Fealu_res: att_ributes, Packagin_g and
(goods and/or services) it wishes to market. A quality, design and labelling
‘product’ is an item that is designed to meet benefits

particular needs for the customer. PRODUCT

MARKETING

A consumer will purchase a product that
meets their wants and their needs, and
different consumers will be attracted to
different product aspects. Less tangible
aspects such as the name, packaging and
branding will appeal to particular customers.
The type of service and warranties provided Figure 6.1: The ‘product’ element of marketing
will be important to other types of customer.

Customer
Sservice: after sales,
warranty Branding

4
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Product strategy will change depending on the stage of the product life cycle. Packaging,
labelling and branding can be used at each stage of the product lifecycle to distinguish
the product from competitors in the market place. These are discussed in a later chapter.

Market growth

In order to gain an advantage over competitors, the
business might seek growth in product markets. Product
growth strategies include increasing sales of the

existing product through improved market penetration;
developing new product for the currently existing market;
increasing sales of the existing product by developing
new markets; and diversification.

Positioning

Product positioning encompasses all the methods that are

used to create a unique impression of the product in the minds of potential customers.
In a crowded market, it is challenging to stand out to consumers, so consistent simple
messages about the product are needed. Customers perceive products to have particular
attributes, and they compare these attributes to competing products.

Positioning strategies are broadly attempting to differentiate the product. They might
claim the product is different to a competitor, highlights benefits or attributes, focus on
the characteristics of users, or emphasise price or quality. Positioning strategies can be
related to any of the elements of product marketing: features, branding and packaging.

PROCESS OF PRODUCT POSITIONING

Decide on the target market for the product

Identify the current features of the product

Research customer perceptions about the product’s features

Distinguish where the product is presently located in the market

Decide on the ideal combination of product features in the ideal target market
Examine the gap between the current product and the ideal )

SHUCHE e pta i to S e

Repositioning a product involves changing the position

of the product in the market. This can be needed if BUSINESS CONCEPTS

attitudes toward the product have changed, if a new A new brand of margarine has
market segment is identified for the product, or if the positioned itself as being healthier
product life cycle has altered. Alternatively, the business than the alternative product, butter.
might try to reposition a competitor by encouraging It has positioned itself as being

different to competing margarines
through claims that it has unique

benefits for consumer health with
added vitamins included.

consumers to view the competitors product differently.
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Price

The pricing process involves setting the
price of the product. A good pricing strategy
will ensure sales income and meet profit
objectives.

The business will need to perform breakeven
analysis and other financial calculations to
determine the price required to cover costs
and meet profit objectives. Additionally

the business needs to determine the price
the customer is willing to pay and remain
competitive in the marketplace. There can be
several negative effects of the incorrect price.

Psychological

Penetration

PRICE

MARKETING

Premium or prestige

Figure 6.2: The ‘price’ element of marketing

If the price is too high, the consumer may decide the product is not of high enough
quality, or offers enough customer service, to justify the higher price. If the price is
too low, the consumer may believe the product is too cheap and of poor quality. The

reputation of the business might be adversely affected.

PRICING METHODS

S48 43

profit margin

Market price: respond to customer demand and increase price if demand is up
Discount price: lower price to stimulate demand if demand is low

Target return pricing: set price based on budget forecasts and required returns
Competitor’s price: meet the price being charged by main competitor

Profit margin or Cost plus: set price based on cost of producing it plus required

J

Pricing strategies appropriate to a range of markets

1. Skim pricing

A high price is set because customers are happy to pay more.
Generally this can occur when a new product is launched,
because consumers who are early adopters of new products
or new technology are unconcerned about paying a premium
price in order to get hold of the product first. This is a strategy
for a niche market. The business can build a particular
image for the product if it is able to demand a relatively higher
price, and this may flow on to being able to afford particular
promotional methods. The business can segment itself into

a particular section of the market. It is likely that as other
competitors enter the market, prices will fall, and the business
might move on to other products, or to further distinguishing the
product through changes and upgrades.

INNOVATION AND OPERATIONS

A business selling a high quality
graphics projector with high
performance features can use
skim pricing until competitors
commence moving into the
market. The business will then
need to continue to develop the
projector with new features and
performance abilities in order to
keep its niche market and skim
pricing strategy.
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2. Penetration pricing

A low price is set, because customers will then respond
by purchasing more and new customers will start to
purchase the product or service. The product needs to
be relatively popular; alternatively this pricing strategy
may be used because of competitors moving into the
same market segment. This is a strategy for a volume
or mass market. A business might be able to afford low
pricing when the accessories that come with the main
item are sold for a higher mark-up. Caution is required,
because competitors might attempt the same pricing
strategy, and because the image of the product could
suffer at a relatively lower price.

3. Psychological pricing

The price is set based on customer perceptions of quality,
convenience, security or satisfaction. For example, ‘odd-
even’ pricing occurs when a price slightly below a whole
number value is given. Customers perceive the price o
be significantly lower and therefore more attractive.

4. Premium or prestige pricing

A price higher than competing product prices is set. This
gives the business a niche market for exclusive and
high-end items.

Other common pricing strategies

¢ Price leadership: this is a general strategy which

BUSINESS CONCEPTS

A business entering the mobile
phone market will set a low price
in order to gain market share and
penetrate a large volume of the
mass market. Over time, as market
share is gained, the business can
add extra features to the mobile
phone and gradually increase the
price.

BUSINESS CONCEPTS

A business prices real estate at
amounts in uneven dollars. When
a property is priced at $369 000
instead of $370 000, consumers
will perceive the $369 000 price
was being a much better deal even
though it is only $1000 less.

BUSINESS CONCEPTS

A business selling designer
handbags will keep prices high in
order to attract customers who
want the image associated with
costly designer goods.

may be chosen by the business as part of its overall strategic plan. The business
wants to be seen as the first fo infroduce any price changes and to set the precedent

in pricing for other businesses to follow.
Usually only a large business which

is the market leader with the greatest
market segment can set prices for the
rest of industry to follow. The business
that has such huge market share has the
power to set prices.

¢ Loss leader pricing: this strategy
requires the business to sell a product
or service for below its cost price. A loss
in made on that product; however, by
drawing customers into the shop they
will spend money on other items with a
profit margin fo be made.
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Promotion

The organisation needs to set up a strategy
for promoting the product or service to

the consumer. ‘Promotion’ involves the
communication of information about the
product to the target market, while also
attempting to influence the behaviour

and attitudes of the consumer. Promotion
methods can fall info a variety of different
categories.

PROMOTIONAL METHODS

< Personal selling: direct selling through viral marketing, door-to-door or
telemarketing, Sales staff such as real estate, shoe store or car sales.

= Publicity: setting up positive news stories, creating media releases, product

launches

< Sales promotion: special deals such as frequent flyer, customer loyalty,

coupons, samples

< Advertising: media advertising, including the internet, print and mass media.

‘Personal selling:
viral marketing and
telemarketing

PROMOTION
MARKETING

Advertising

Sales promotion

Figure 6.3: The ‘promotion’ element of marketing

Push and pull promotion

S

A ‘push’ promotional strategy
attempts fo create demand from
customers for the product. Information
about the product is disseminated
through the distribution chain of
wholesalers and retailers. Retailers
are encouraged to know as much as

possible about the product and to advocate its benefits.
When a ‘push’ strategy is used, the customer is directly
advertised to, and the distribution chain is flooded with

the product.

A ‘pull’ promotional strategy involves
a lot of spending on advertising before
the release of a product or service, to
create demand from customers for the
product or service. When it is released,
consumers will request it from retailers
and wholesalers.

BUSINESS IN SOCIETY

Mobile phones can be sold through PUSH
strategies such as small retail outlets
where the retailer is encouraged to sell
high volumes of the product, and given
incentives to personally promote the
benefits. The retailer can be approached
personally or through trade shows.

BUSINESS IN SOCIETY

New children’s toys are often heavily
promoted through advertising and
television shows before their actual
release for sale as a type of PULL strategy.
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Promotional technologies

The internet and digital technologies are a part of our lifestyles and provide us with
information, commerce and entertainment. Businesses have seen our use of technologies
and have developed promotional strategies to exploit technological capability. An example
of this is society’s increased use of the internet for news and entertainment. Spending
on advertising online is growing and may soon be greater than spending on advertising
in magazines and on the radio. In this section, how businesses use technologies to
promote their business is explored.

Print, television and radio

These media are funded through selling advertising. Advertising is a promotional tool
used by businesses to educate people about their goods, services and brands. If a
business is promoting itself by using a sale or special offers, advertising in print media,
on television and radio is used to raise awareness. Different magazines, television and
radio shows are aimed at different target markets. Businesses buy advertising space on
media that are aimed at the same target market. Music players and youth fashion are
advertised in music and surfing magazines and websites, for example.

The internet and gaming

An internet Web presence provides

a low cost 24-hour 365-days-a-year
vehicle for presenting clear and precise
brand identity. New product launches

are supported by websites, blogs and
competitions based online and with SMS.
These try to generate demand, interest
and novelty about a new product or brand.
Australian spending on online advertising
is growing faster than the traditional media
of newspapers, radio and television.

An area of advertising that is growing

rapidly is aimed at the 18 to 34 age group. This group is difficult o reach with print
and television advertising because they spend more time using the internet and playing
games than watching television and reading print media. With Internet-enabled PC
and console gaming, advertising is being designed as part of the game. It can take the
following forms:

* Advergaming: a game that is designed around a particular product or brand, games
based on movies or television shows.

* Dynamic ads: served to games live during game play, the connection to the internet
enables new in-game advertising fo be automatically downloaded into the game.

* Product placement: involving a product within a game, a drink vending machine, a
vehicle, a pizza box.

* Static ads: permanently integrated into the game during game development, could be
part of a loading screen, logo on a characters T-shirt or on a billboard in a landscape.
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Digital point of purchase technology and hypertags

Digital point of purchase technology is an emerging promotional tool. Used widely
in the UK and US its use is growing in Australia. It is networked video advertising
throughout a store linked to a database. Shops and banks often have a television playing
advertisements in the corner but Digital POP takes it to the next level. It has also become
another revenue stream for variety stores. Different brands and products can buy time
to show their advertisements in the same way as they do on television. Telstra is the
biggest user of Digital POP, Nike is using it in their Melbourne store and Woolworths is
testing it in Sydney. Uses include plasma screens with advertising content that is updated
regularly to support current promotional campaigns and small LCD screens showing
Flash animations as part of a larger instore or window display. Users believe these digital
tools increase customer traffic, improves brand communication and increases sales.

Hypertags are small electronic tags embedded in an advertisement
such as a poster on a bus shelter. When a person sits at that bus
stop video, audio, images, animations or calendar reminders are
downloaded to their phone using a Bluetooth or infrared connection.
Hypertags may be included in a digital point of purchase display. A
radio station used hypertags on bus stops in Melbourne to promote

their breakfast radio show.

BUSINESS IN SOCIETY

As part of the New Zealand promotional campaign for the movie, Mission
Impossible 3, players of a game had to register on a website then search the city

to download hidden answers to clues. Clues were delivered via SMS and hypertags
were installed in 40 bus shelters and street signs. The hypertags also allowed
people to download movie-related ringtones and wallpapers for their phones.

Viral marketing

Technologies such as broadband, video-
capable phones, the internet and email
have enabled the emergence of viral
marketing. Viral marketing depends
upon a multimedia message being
passed along from person to person

to create awareness and interest for a
brand or product. Someone forwards
something to their friends, then those
friends forward it on to other people and
so on. The message can quickly reach
more people than an advertisement on
television or in a magazine ever could at
a much lower cost. Consumers distribute
the advertisement instead of a business
having to pay for advertising space
around the world. The advertisement has
more credibility because it has come from
a friend with an implied recommendation.

BUSINESS IN SOCIETY

Hotmail used viral marketing successfully to become the
world’s largest free email service. Every email message that
was sent using Hotmail had an advertisement and a link to
join the Hotmail service. Every Hotmail customer became an
involuntary salesperson simply by using the product.

Another successful example is the internet campaign for

the fictional movie The Blair Witch Project. In the months
leading up to the release of the movie fake blogs and
websites were set up to get people talking about this ‘true’
story. The movie’s success was based on the awareness and
interest generated by word of mouth and the spooky stories
emailed around.

Another example is a short video showing a bear fighting

a fisherman for a tuna, which was emailed everywhere
because it was very entertaining. Once people around the
world were aware of the video John West revealed that they
produced and released it.
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M-commerce

M-commerce means mobile
commerce. It is the use of mobile
devices such as phones and
personal digital assistants (PDA)

to buy products and services. A
webpage designed for mobile
devices is opened on the phone.
Through this webpage goods and
services can be purchased and
paid for through a linked payment
service. It is still in its early stages
in Australia. The mobile phone acts
like a credit card. Payments can be
processed through the billing system of the mobile
phone service provider or a linked payment service.

One use of m-commerce involves ordering movie
tickets on the mobile phone. When payment is made
the customer receives a customer number which is
shown at the cinema to get the ticket. Other uses
include bus and train tickets, parking tickets and
vending machines. A vending machine will have

a wireless connection to the phone, payment is
made via phone and a message sent to the vending
machine which releases the product. SMS voting for
reality shows on television and entering competitions
via SMS are common examples of m-commerce.

Marketing through social media

m-commerce

]
fej

BUSINESS CONCEPTS

The growth of business use of
m-commerce has been slow in
Australia. But with the developments
in smartphone technology and most
phones being internet ready, the use of
m-commerce is expected to increase.
M-commerce is more likely to be
successful if it has easy navigation and
search and product pages with images
and product reviews.

By responding to comments and feedback the business can build relationships with
customers, and new products and services can be discussed. Social media is multimedia
and a business is able to use video, audio and images to build interest and demand for
their products and services. Business websites incorporate social media with the use
of blogs, forums, competitions and links to social media pages. The more content a
business has online the more likely they will be found by internet searches.

A business that has a Facebook page for a product
will use Twitter to talk about new content on the
Facebook profile and have links to their Facebook
and Twitter pages on their business website. Friends
and followers of a business could get advance
notice of special offers, events and new products.
Businesses are including social media in the job
descriptions of marketing staff, and hiring people

tfo participate in social media, devise social media
strategies and even fo pretend to be consumers and
contribute positive messages to blogs and forums.

BUSINESS IN SOCIETY

In 2009 the organisers of the Annual
Singapore Tattoo Show created a
Facebook Tattoo Artistry group leading
up to the event. Over 3000 people
joined the group. The organisers
believe that the word of mouth
generated by the group resulted in over
15,000 people attending the event.
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SOCIAL MEDIA STRATEGIES

= (reate social media profile pages for the business or brand
= Include links to social media pages on the business homepage

= Provide compelling reasons for people to keep returning to the
businesses page, eg. competitions, entertaining animations
and videos, news and special offers

= Be actively involved — frequently update pages, add status
updates daily and respond to posts and comments quickly to

maintain interest and encourage participation. ‘

Place

‘Place’ refers to the method of distributing the
product or service to consumers. Distribution
channels need to provide security for the
transport of the product, incentives for
wholesalers or retailers to improve sales,

the least number of distribution steps or
transfers and, most importantly, must ensure Distribution stages
that consumers receive the product in a \
timely manner.

PLACE
MARKETING

Figure 6.4: The ‘place’ element of marketin
A small business might be able to distribute g P g

directly to retailers themselves, simply by

approaching each individual business. A large

manufacturer would probably distribute product indirectly. They would arrange to have
a distributor who organises transport of the product to wholesalers who then channel
the product to the retailer. Retailers would then be used to sell the product directly to
consumers. The management of inventory at all stages of the distribution chain may
also be required.

The use of the internet has changed distribution networks significantly for small
businesses, and manufacturers can often access consumers directly. This is lessening
the role of some wholesalers and retailers, and replacing some distributors with
distribution organisation such as Australia Post.
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A variety of distribution methods are possible, as shown below.

Table 6.1: Identification of suitable distribution channels

DISTRIBUTION METHOD REASONS FOR USE

The most common model, used when there is wide variety of
Manufacturer or wholesaler to choices for the product, and a large customer base. The retailer
distributor to retailer is not able to stock all the varieties available and must frequently

restock. For example: sunglasses, home furniture, clothing, shoes

Payment of a commission to an agent would be used if the product
being sold is quite specialised or new to the market. For example:
text books, specialised tools

Manufacturer or retailer
directly to an agent

Wholesalers or distributor Where there is a small customer base for smaller items. For
directly to consumers example: projectors, computers

Manufacturer directly to small Large items that are difficult to transport and have a dedicated
retailer function. For example: Long haul trucks, harvesters

EXTENDED MARKETING MIX

here are three additional elements to the marketing mix, which can be used in
conjunction with the ‘Four Ps’ outlined previously. This expanded model allows for the
fact that the traditional 4-Ps model applied more directly to businesses that sold goods.
The expanded marketing mix accounts for elements of marketing that are important fo
service businesses.

People
Relationship Training
. marketing
The ‘people’ element of the marketing
mix is most important for a service PEOPLE
business, and canhave an impact on ‘ MARKETING

a business selling a good. People
includes the individual staff members
and the employees working in the
business who provide a service to the
consumer. This requires consideration
of the elements of staffing that relate
to the market, such as conditions, Figure 6.5: The ‘people’ element of marketing
relevant training and qualifications,

and development of communication

skills, as well as having the needed manufacturing and selling skills. The business can
define its competitive advantage by focusing on its customers, through ensuring that
employees are well tfrained and competent.

Marketing to suppliers
and employees Quality service
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The business should focus on training the people who work in the business so the best
customer experience occurs.

Employees of a business might be involved in direct selling, as an agent working on
commission, or they could be providing customer service such as in a retail store or
technical support. These employees might require training for telephone sales, face to
face interaction with customers, or for selling via email over the internet.

Relationship marketing

A business with a clear customer focus is often using the concept of relationship
marketing, where customers are treated as individuals, and staff in the business build
up a connection with customers. By having rapport with customers, the employees of the
business can often feel more positive and motivated in their workplace. The customer
will benefit because they will receive personalised service, a greater understanding of the
benefits and features of the product or service being purchased, and they will then often
become a repeat customer. Repeat customers might purchase more features or upgrade
a product more regularly because they have a personal connection with the business.
They are also more likely to just drop in to the physical shop or to surf to the business
infernet site, in order to see the latest news, special deals or products. The relationship
builds strong customer loyalty.

Customer relationship management (CRM) is discussed in depth in a later chapter.

Process

The marketing mix for a service business
can involve a lengthy ‘process’ of providing

customer experience. Consideration of what Customer queries and Following up orders
the consumer is going fo be experiencing at quotes

every stage of their visit, and how they might

choose to interact with the business, is an ‘ PROCESS

important part of process. MARKETING

Processes involve ensuring the business

has procedures for correct customer service, Complaints and after- Delivering orders and
provides a great customer experience, sales service billing customers

always follows up inquiries, and provides
customer quotes. The business can

differentiate itself from the competition Figure 6.6: The ‘process’ element of marketing

by identifying important points where the
customer will interact with the business in
some way, and by working hard to improve
the customer’s experience.

An effective service process encourages the customer to return to the business. They
will start to form a relationship with the business and its product, which in turn should
increase their customer loyalty to the business.
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BUSINESS CONCEPTS

A consumer attending a wildlife park might enter the park
through a gift shop which has to be staffed and presented
in a particular way. They might then move through the park
and interact with some of the animals as well as attend a
show or a display involving people or animals displaying
particular skills. This person could then also attend a

short wildlife film or use a coffee shop on the premises.
Every element of their day-long visit involves a complex
marketing process, where the consumer can make different
decisions — including the decision to eventually leave the
wildlife park for some reason.

Physical

The ‘physical presence’ of the business
encompasses all the elements of the
business identity that the customer can

. ‘Shop front’
see. These are aspects of the business (physical or virtual)
such as the design of the shop front,
signs, the website and staff uniforms. PHYSICAL

MARKETING

Physical appearance is enhanced by
the provision of good service, and this
will affect the customer experience.

It can be augmented with quality Branding Uniforms
service delivery, therefore appearance
is relevant. The business defines its
competitive advantage through the use Figure 6.8: The ‘physical’ element of marketing
of a unique visual business identity in

the marketplace.

Performance

BUSINESS CONCEPTS

The performance of the business can be A business selling umbrellas has set the
monitored through the evaluation of business marketing objective to increase customer
marketing objectives. When marketing numbers over the three _months of winter. The
objectives are set, they should include a business owner has demdgd that success will be
statement about h’ow they will be measured. measured using the fol[owmg K.PIS’ related to
Then, when the marketing campaign is sales and cugtomgr satlsfa§t|on.

over, "rhese measurement objectives can be ’ ;rﬂﬁﬂgiglroanglo';f?saese 1 sales numbers:
used as a method of reviewing the success « A decrease in sales returns: for this to

of the marketing goals. By creating clear decrease from 3% to 1% '

Key Performance Indicators (KPIs) for each

kefi biecti bl tof * Decreased time taken to respond to customer
marketing o Jec_ Ve, a measurable sef o queries: from half a day to one hour
data can be reviewed.
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Evaluating sales revenue and sales returns

The business owner can set sales targets with employees and encourage them to achieve
the goals. Decreased sales returns can be achieved through a focus on the quality of
manufacturing of the product and on ensuring that customers are always selecting the
correct product for their needs.

KPIS TO MEASURE SALES

Number of sales and sales returns

Number of customer queries in a month or year

Sales by customer segment, demographic, geographic area
Proportional increase in sales revenue or decrease in sales returns

Proportional increase in sales after a marketing campaign or new
product/service launch

How long it takes to process a return
Percentage take up of discounts or other special sales offers :

48 88

8

8

Evaluating customer satisfaction

The business can develop goals for good customer service and provide encouragement
and incentives to employees to provide this. By creating clear KPIs for customer service
the business will be able to measure customer satisfaction, as shown below.

KPIS TO MEASURE CUSTOMER EXPERIENCES

Number of complaints and/or questions
Number of repeat customers in a month or year
Number of calls made to customers each week or month

Proportional increase in sales after a marketing campaign or new
product/service launch

How long it takes to process an order, respond to an email query or
answer a phone call

Warranties claimed

4448

3

3

J/

Customer responses can be collected in a number of ways such as through short surveys
at the point of sale, written survey included with a product, informal conversations with
customers, listening to employee feedback, paying for formal market research, keeping
good sales records and the use of online feedback or discussion groups.
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ACTIVITIES

Content review

© N o o

Identify the elements of the marketing mix
Discuss the main elements of a product-focused marketing strategy.

Apply a relevant product growth strategy to each of the following scenarios:
A. An orchardist who wishes to increase sales of bananas at local markets
B. A baker who is developing a wider selection of cakes to sell in her bakery

C. A home stay business run from a farm that wants to also sell native flowers
grown on the property.

Outline a process that could be used to reposition a motor vehicle (of your choice)
in the marketplace.

Contrast the effects of prices that are too low or too high on customer behaviour.
Define five pricing methods

Apply four pricing strategies to market examples.

Compare two pricing methods from the list below, explaining which would be best
used for a rock climbing business:

Market price

Discount price

Target return pricing
Competitor’s price

Profit margin or Cost plus
Psychological pricing

TMoOOw»

Summarise four promotional methods.

. Compare and contrast the effects of push and pull promotional strategies.

Define viral marketing, using examples.

. Outline how the following technologies can be used to facilitate promotional

activities:
A. Infernet
B. Mobile devices

. Outline the main differences between direct distribution and indirect distribution.

How can the expanded marketing mix be applied to service businesses?
Explain the importance of good processes to the marketing of a product.

What is relationship marketing?
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Describe how the following elements of the business are relevant to physical
presence:

A. Signage
B. Webpage
C. Staff uniform

. Define a KPI.

Create a summary of key KPIs to measure marketing objectives.

Group research

Open the marketing plan template found on the Business Victoria website at
www.business.vic.gov.au/marketing-sales-and-online/increasing-sales-
through-marketing/marketing-plan-template, and adapt the template fo fit a
sample business in your local area

Summarise the following, less popular, approaches to pricing strategies from the
Marketing Teacher website www.marketingteacher.com/pricing-strategies and
complete the lesson on pricin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>