Key Terms:

  * Analyse: identify components and the relationship between them; draw out and relate implications.
  * Appreciate: make a judgement about the value of. 
  * Assess: make a judgement of value, quality, outcomes, results or size.
  * Define: state meaning and indentify essential qualities.
  * Describe: provide characteristics and features.
  * Determine: make a decision or work out an answer after appropriate thought and investigation. 
  * Discuss: identify issues and provide points for and/or against
  * Distinguish: recognise or note/indicate as being distinct or different from; to note differences between.
  * Evaluate: make a judgement based on criteria; determine the value of.
  * Examine: inquire into.
  * Explain: relate cause and effect, make the relationships between things evident; provide why and/or how.
  * Extrapolate: infer from what is known. 
  * Identify: recognise and name.
  * Outline: sketch in general terms; indicate the main features of.
  * Predict: suggest what may happen based on available information.
  * Synthesise:   put together various elements to make a whole.

NATURE OF BUSINESS:

A business is an organised effort of individuals to provide and sell, for a profit, products that satisfy individual’s needs and wants.

A product is a good or service that can be bought or sold.

Services are intangible and are done for you by others.

Business Size:

Business size can be measured using number of employees, number of owners, market share. The number of employees is the easiest quantitative measure. Small businesses have less than 20 employees, medium businesses have between 20 and 199 employees and large business’ have in excess of 200 employees.

  * Micro businesses: 

-employ fewer than 5 people
-employ 3% of all people in the private sector
-54% have no employees

  * Geographical spread: 

-local: tend to be small/medium in size, service a surrounding area
-national: operate within one country, examples include: Coles, Rivers, Telstra, Harvey Norman. 
-global/transnational corporations: large businesses that have a home base on one country and operate partially owned or wholly owned businesses in other countries, national borders do not represent barriers to trade, examples include: McDonalds, Starbucks and Woolworths.

Businesses may to choose to expand to increase sales, increase profits, increase market share.

Classification by industry sector:

An industry consists of businesses involved in similar types of production.

Primary Industry: those businesses in which production is directly associated with natural resources.
Secondary Industry: industry involved in taking a raw material and making it into a finished or semi-finished product.
Tertiary Industry: industry involved in a service for other people.
Quaternary Industry: industry involved in services that involve the transfer and processing of information and knowledge.
Quinary Industry: industry involved in al services that have traditionally been performed in the home.

Legal Structure:

  * Unincorporated: unlimited liability. Owners are responsible for all debts of the business.

Sole Trader: a business that is owned and operated by only one person.

Partnership: a legal business structure that is owned and operated by between 2 and 20 people with the aim of making a profit.

  * Incorporated: limited liability. Business operates independently of it’s owners.

Private 

Company: a business with usually between 2 and 50 private shareholders.

Public Company: a business in which the general public may buy and sell shares in.

Business Environment:

External Environment: factors over which the business has little control.
Internal Environment: factors over which the business has some degree of control.

External: 
  * Competitive: competing for market share. Can provide consumers with choice, range in quality and a variety of prices.
  * Economic: boom and bust periods.
  * Financial: funds the business uses to meet its obligations to various creditors.
  * Geographic: opportunities for business expansion, sales and profit.
  * Institutional: government, regulatory bodies and others such as trade unions and employer associations.
  * Legal: can be time consuming and costly, confusing and contradictory. Many laws apply to businesses.
  * Markets: the number of competitors in a particular market.
  * Political: derive from both state and federal government policies including taxation and the implementation of paid parental leave.
  * Social: changes in tastes, fashion and culture. Failure to respond to change can threaten stability and viability 
  * Technological: can increase business productivity and communication.

Internal:
  * Business culture: values, ideas, expectations and beliefs shared by the staff and managers of the business.
  * Location: prime locations = customer convenience + visibility
  * Management: ability to adapt to changing consumer needs and market conditions.
  * Product: types of goods and services produced, how created and monitored.
  * Resource management: employees, knowledge and data requirements, equipment and funds.

Stakeholder:

any individual or group who has an interest in or is affected by the activities of a business.

  * Shareholder
  * Consumer/customer
  * Manager
  * Employee
  * Other businesses
  * Society
  * Government
  * Innovation
  * Environment
  * Economy

Business Lifecycle:

  * Establishment: high production costs, lack of product awareness, low sales, low profits (often negative), often reliant on borrowing to deal with minimal cash flow.
  * Growth: established in the market   greater product awareness, increasing sales, increasing profit levels, increasing market share, development of new products, business structure may change as the business expands to meet customer demand, if growth is too rapid there might be problems with management, supply of product and financial management.
  * Maturity: sales experience plateau effect, greater competition, management may lack enthusiasm or be reluctant to take risk, slower reaction to change in market, decreased sales and profit levels may require businesses to adapt new technology or change management structure, take advantage of market opportunities, build customer loyalty, manage finances more effectively.
  * Post Maturity: influenced by decisions made during the maturity phase, for paths available – decline, cessation and renewal – businesses who do not respond to lower sales/market share may continue to exist without improving market position (steady state), failure to address sales/market share may result in declining profits and loss of competitive edge, falling profits may convince owners to close the business (cessation), if management take more risks/innovate/release new products they may increase sales and market share (renewal).

Voluntary 

cessation: where a business chooses to cease production.
Involuntary cessation: when a business is forced to cease production.
Bankruptcy: declaration that a business or person is unable to pay his or her debts.
Voluntary Administration: occurs when an independent administrator is appointed to operate the business in the hope of trading out of the present financial problems.
Liquidation: when an independent and suitably qualified person is appointed to take control of the business with the intention of selling all the company’s assets in an orderly and fair way in order to pay the creditors.

BUSINESS PLANNING:

SME’s:

Failure:
  * Poorly planned
  * Wrong reasons for doing it
  * Insufficient funding, poor advertising
  * Lack of experience and knowledge
  * Level of debt
  * Budgeting
  * Location
  * Competition

Success:
  * Flexibility
  * Reputation
  * Focus on market niche
  * Entrepreneurial abilities
  * Access to information

Business opportunities:

Business opportunity: something an entrepreneur can see as an avenue to success. It is often indentified when a person believes they can provide a good or service in a better or different way from those already on the market.

Business opportunities can be identified by analysing and reviewing particular parts of the market, to find an opening for particular goods or services or by indentifying whether many other people share a particular interest or hobby.

Debt Finance: money obtained through loans.
Equity Finance: the funds contributed by the business’ owner(s) to start and then expand the business.

BUSINESS MANAGEMENT:

Skills of Management:
  * Working with and through others
  * Getting the most from limited resources

(efficiency)
  * Coping with a rapidly changing environment
  * Balancing efficiency and effectiveness
  * Achieving the goals of the business (effectiveness)
  * Outstanding interpersonal and communication skills
  * The ability to effectively convey technical information
  * Experience in leading high-performance teams
  * Superior problem solving and decision making abilities
  * Initiative and the ability to work to deadlines
  * Successful management of stakeholder relations
  * The professional ethics needed to meet the high standards of confidentiality and discretion required

Features of Management:
  * Management is a fundamental activity that makes the business function.
  * Management is the process of coordinating a business’ resources to achieve its goals and working with and through other people to achieve business goals in a changing environment.
  * Whether the goals of the business are achieved largely depends on the skills and expertise of the management team in coordinating the business’ resources.
  * Every business needs effective management to succeed.
  * The role of effective management is to make sure the joint efforts of employees are directed towards achieving the business’ goals.
  * Effective management is usually the major factor influencing the success or failure of a business.

Specific
Measurable
Achievable
Realistic
Time Bound

Goal: a desired outcome or target that an individual or business intends to achieve within a certain time frame.
Benchmarking: setting a standard by which something can be measure or judged.

Reasons for goal setting: evaluation/measuring, incentives, motivation, direction.

Business Goals: maximise profits, increase market

share, maximise growth, improve share price.

Profit maximisation: when there is a maximum difference between the total revenue (number of sales made x the price) coming into the business and total costs being paid out.

Can be done by lowering prices or through the use of a well-targeted marketing campaign.

Market share: business’ share of the total industry sales for a particular product.

Can be achieved through promotion by informing, persuading and reminding a market about products.

Internal growth can be achieved by employing more people, increasing sales,, introducing innovative products, purchasing new equipment or establishing more outlets.

External growth can be achieved by merging or acquiring other businesses, merging two businesses to create one.

Share prices can be improved by keeping the share price rising and paying back healthy dividends.

Staff involvement: involving employees in the decision making process and giving them the necessary skills and rewards.
Innovation: an improvement on something already established.
Motivation: someone who helps develop a less experienced employee.
Mentoring: the process of measuring the actual performance against planned performance.
Training: the process of teaching staff how to perform their job more efficiently and effectively by boosting their knowledge and skills.

Management Approaches:

  * Classical
-management as planning, organizing and controlling
-hierarchical organizational structure
-autocratic leadership style (one way, manager controlled, no employee input)

  * Behavioural
-management as leading, motivating, communicating
-teams within the business/company
-participative/democratic leadership style (employee input encouraged)

  * Contingency
-combination of the two above styles, has the ability to adapt to changing circumstances

Management Process:

  * Operations
-goods and/or services
-the production process
-quality management
-ordering
-stock
-stock take

  * Employment relations
-wages
-recruitment
-training
-employment contracts
-ethical business behaviour
-how many staff members & what they do

  * Marketing
-identification of the target market
-product: features, branding, packaging
-price: cost plus, competitor’s price, market price, discount price
-promotion: amount spent on advertising, reliance on word of mouth
-place: proximity to customers, proximity to suppliers

  * Accounting and finance
-how financial records are used for monitoring and controlling purposes
-importance of financial records to the business
-how financial records are recorded
-influence of accounting and financing on: costs, suppliers, quality control, profits, reasoning, effectiveness

FINANCE:

COGS: Cost of Goods Sold = opening stock + purchases – closing stock
Gross Profit = sales revenue – COGS
Net Profit = gross profit – expenses 

Revenue Statement:   for a period of time, COGS, Net Profit, Gross Profit.

Balance Sheet: for a specific point in time, assets/liabilities, accounting equation (A=L+OE), current/non-current.

Current assets: cash at bank, accounts receivable, stock, inventor, pre-paid expenses.
Non-current assets: buildings, vehicles, land, plant and equipment, fixtures and fittings.
Current liabilities: accounts payable, overdraft, trade creditors (customers/suppliers to whom cash is owed).
Non-current liabilities: bank loan (mortgage).
Owner’s equity: capital, retained profits, net profit.
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