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Chapter IV – The activity of business entities thorough circuits  
Chapter V – Legal forms of business entities
Chapter VI – Functions and organizational structure 
Chapter VII – Strategies
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• Objective of this chapter
• What is the economic problem?
• What is the economic activity?
• The Maslow’s hierarchy of needs 
• What are the organizations?
• The stakeholders of the organization
• The Italian doctrine “Economia aziendale” and the “azienda” as a type of organization
• The three attributes of the azienda
• The classification of the aziende: Business and non-business entities

Chapter I – Economic problem, organizations and aziende
Content
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1. Discuss why organizations exist;

2. Describe the importance of the Italian doctrine of “Economia Aziendale” and of the “azienda” 
(the Italian term to indicate business and non-business entities with certain attributes) for 
the studies on organizations;

3. Discuss what are the differences between business entities and non-business entities;

4. Describe who are the stakeholders, what are their interests and why they are important for 
the survival and growth of the organization.

Objectives of this chapter

After reading this chapter, you will be able to: 
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Why do organizations exist? What do they have in common … ? 
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Unlimited needs 
and wants and 

limited resources

Produces goods and 
services in order to 

satisfy the needs 
and wants

Entities that carry 
out the economic 

activity

Economic 
activity

Economic 
problem Organizations Azienda

An organization 
with three 
attributes

Our conceptual framework

Economic 
activity

Economic 
problem Organizations Azienda
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To achieve their goals (es. satisfaction of human needs), 
organizations face an economic problem, a challenge: How to 

allocate the scarce resources?

Therefore, choices should be made:

Between different strategies, actions, alternatives 
available, giving up one for another. 
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“The economic problem, sometimes called the basic, central or fundamental economic 
problem, is one of the fundamental economic theories in the operation of 
any economy. It asserts that there is scarcity, or that the finite resources available are 
insufficient to satisfy all human wants and needs.

The problem then becomes how to determine what is to be produced and how 
the factors of production (such as capital and labor) are to be allocated. 
Economics revolves around methods and possibilities of solving the economic 
problem” (Wikipedia).

What is the economic problem?
Definition of the economic problem
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The economic problem is most simply explained by the question "how do 
we satisfy unlimited wants with limited resources?”

The premise of the economic problem model is that wants are constant 
and infinite due to constantly changing demands (often closely related to 
changing demographics of the population). However, resources in the 
world to satisfy human wants are always limited to the amount of 
natural or human resources available.

What is the economic problem?
The question
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In capitalist countries individuals have the freedom of choice, since they have the 
opportunity to decide “what”, “how”, “where” and “for whom” to produce on the basis 
of market demand. For this important function of meeting the needs the State 
recognizes to the capitalist the possibility (the freedom) of doing business and to obtain 
a profit for themselves. 

What is the economic problem?
Capitalist countries

It is not from the benevolence of the butcher, the brewer, or the baker that we expect 
our dinner, but from their regard to their own interest. Adam Smith (1776)

Strengths and Weaknesses of this model?

Individual interest prevails over collective interest

The freedom of individuals is central
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In planned economies all decisions are formed and implemented by a 
public body such as a government agency. The aim of the planned 
economies is of ensuring greater social equality and to avoid market 
failures. The social equality is considered as the most important factor in 
ensuring people’s well-being. 

What is the economic problem?
Planned economies

Strengths and Weaknesses of this model?

Collective interest prevails over individual interest
Individual practically disappears
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Toward a third model?
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“
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Organizations as community of persons

«Adding ‘‘of persons’’ to the concept of 
‘‘community’’ can

seem superfluous if we are talking of human 
communities;

but it’s not. First of all, it helps us avoid a 
collectivist view

of the firm in which the individual practically 
disappears.

Person entails both an individual and a 
relational meaning» Melé, 2011
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The course of Fundamental of Business Administration is a community (professors and
students) whit its WHY (or Purpose). As a community we all have rights, but also duties

We all have the duties to respect the rules and to produce common goods, i.e. the
conditions to growth in terms of technical competencies and as human e.g. honesty,
respect for others (colleagues and professors), share the knowledge. We should use our
heart not only our mind;

We refuse opportunistic behaviour, we should be honest and respectful towards others (i.e.
Colleagues and professors),

Students have the rights to attend interesting lessons and to find a good classroom
harmony (Be on time! Stay silent during the lesson!);

The professor will learn from students, and he can claim (the right) value form them after
he creates value for them

The course of FoBA is a community
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Needs are material items people need for 
survival, such as food, clothing, housing. Until 
the Industrial Revolution, the vast majority of 
the worlds population struggled for access to 
basic human needs. The same is during a war

What is the economic problem?
Needs
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Wants are effective desires for a particular product, 
or for something which can only be obtained by 
working for it. While the fundamental needs of 
survival are key in the function of the economy, 
wants are the driving force which stimulates 
demand for goods and services. 

Wants are not necessary for survival but that add 
comfort and pleasure to our lives 

What is the economic problem?
Wants
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"Tor Vergata" University of Rome
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What is the economic problem?
Maslow’s hierarchy of needs
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Advantages of Smart working

Advantages for companies:
• the reorganization of spaces has led to a lower need for fewer rooms and therefore to a 

reduction in the costs of renting premises, electricity, air conditioning, heating, cleaning, 
consumables;

• in some areas, increase in employee productivity, partly due to greater responsibility and 
motivation deriving from the moment of crisis in companies, resulting in greater identification 
with the company;

• possibility of involving a greater number of people in online meetings / conferences;
• especially in the public administration, it forces managers to consider work by reasoning about 

results to be achieved and not about physical presence;
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FoBA - Assignment I - Objective of the organizations

FoBA - Ch. I - Assignment II - Maslow’s hierarchy of needs and Covid

FoBA - Ch. I - Assignment III - The tangible and intangible products

FoBA - Ch. I - Assignment IV - Factors of production

FoBA - Ch. I - Assignment V - The needs satisfied and to be satisfied

FoBA - Ch. I - Assignment VI - Increasing the productivity

FoBA - Ch. I - Assignment VII - The attribute of Economicità

FoBA - Ch. II - Assignment I - The useless entities

FoBA - Ch. II - Assignment II - The British Petroleum case

FoBA - Ch. II - Assignment III - The British Petroleum case. What, how and why

FoBA - Ch. II - Assignment IV - The Why, How and What (the golden circle)

FoBA - Ch. II - Assignment V - The objective of your private hospital

FoBA - Ch. II - Assignment VI - The non-business entities

FoBA - Ch. II - Assignment VII - Unsustainable firms

FoBA - Ch. III - Assignment II - Corruption

FoBA - Ch. IV - Assignment I - The phases of production and the outsourcing

FoBA - Ch. IV - Assignment II - Classifying the factors of production

FoBA - Ch. IV - Assignment III - The risk

FoBA - Ch. V - Assignment I - The “Bio fruit experience” failure

FoBA - Ch. V - Assignment II - Primary interest and income statement

FoBA - Ch. VI and VII
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In your personal interest:
DO NOT USE ARTIFICIAL INTELLIGENCE TO ANSWER 

Pressure, temptation and vulnerability of human being

The virtue of self-control
Humans tend to use AI when they have to 
face complex questions, also because of 
their tendency to find faster solutions 
without using too much energy, effort 
and time

To my students: “So why should companies hire you 
if they can find the same answers at any time and 
at zero cost?”
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When Are We Stupid in Using Artificial Intelligence?

Definition:

«We are stupid with AI when our actions harm both 

ourselves and others, wasting potential without 

creating value».

Examples:

1.Cheating with AI – Submitting essays fully generated 

by AI without learning the subject.

1. Harm to self: no real knowledge gained.

2. Harm to others: devalues academic integrity.

2.Blind Trust in AI – Copying AI answers without 

checking accuracy or sources.

1. Harm to self: risk of mistakes and misinformation.

2. Harm to others: spreads unreliable knowledge.
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What is the economic activity?

Produces goods and 
services in order to 
satisfy needs and 

wants

Economic 
activity

Economic 
problem Organizations Azienda

Do  the happiness and well-being of the people 
only depend on goods and services ?
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Economic activity is a dimension of human activity and it is conducted for the satisfaction 
of human needs through the production of economic goods and services. The concept 
of economic activity is born from the mentioned economic problem, i.e. the contrast 
between the limitlessness of the needs and the scarcity of resources used to satisfy 
them.

If the goods to satisfy the needs were unlimited (e.g., such as air, sunlight) there would be 
no economic problem, and consequently no economic activity. 

What is the economic activity?
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Actions that involve the production, distribution and consumption of goods and services at 
all levels within a society

What is the economic activity?
Definition of economic activity
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"Tor Vergata" University of Rome

What is the economic activity?
Goods versus services

Attributes of goods
(Tangible product)

Attributes of services
(Intangible product)

Can be resold Reselling unusual
Can be inventoried Difficult to inventory
Some aspects of quality 
measurable

Quality difficult to measure

Selling is distinct from production Selling is part of service
Product is transportable Provider, not product, is often transportable
Site of facility important for cost Site of facility important for customer 

contact
Often easy to automate Often difficult to automate
Revenue generated primarily from 
tangible product

Revenue generated primarily from 
intangible service
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Prof. Emiliano DI CARLOFundamentals of Business Administration

FoBA - Assignment I - Objective of the organizations

FoBA - Ch. I - Assignment II - Maslow’s hierarchy of needs and Covid

FoBA - Ch. I - Assignment III - The tangible and intangible products

FoBA - Ch. I - Assignment IV - Factors of production

FoBA - Ch. I - Assignment V - The needs satisfied and to be satisfied

FoBA - Ch. I - Assignment VI - Increasing the productivity

FoBA - Ch. I - Assignment VII - The attribute of Economicità

FoBA - Ch. II - Assignment I - The useless entities

FoBA - Ch. II - Assignment II - The British Petroleum case

FoBA - Ch. II - Assignment III - The British Petroleum case. What, how and why

FoBA - Ch. II - Assignment IV - The Why, How and What (the golden circle)

FoBA - Ch. II - Assignment V - The objective of your private hospital

FoBA - Ch. II - Assignment VI - The non-business entities

FoBA - Ch. II - Assignment VII - Unsustainable firms

FoBA - Ch. III - Assignment II - Corruption

FoBA - Ch. IV - Assignment I - The phases of production and the outsourcing

FoBA - Ch. IV - Assignment II - Classifying the factors of production

FoBA - Ch. IV - Assignment III - The risk

FoBA - Ch. V - Assignment I - The “Bio fruit experience” failure

FoBA - Ch. V - Assignment II - Primary interest and income statement

FoBA - Ch. VI and VII
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“Resources are something used (transformed) to produce output 
(products) and are: land, labour, capital, entrepreneur. 
Collectively, resources are called factors of productions, or 
input of production”. 

What is the economic activity?
Resources
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Land is a resource or input that is a “gift of nature”. It exists  independently 
of human activities. Soil, a forest, a deposit of oil,  coal, rain, a river, the 
climate are a few examples of land. In  economics the payment for land is 
often called rent. There are many categories of land. 

Some resources, like solar or wind, are referred to as “flow resources.” If 
the resource is used for one purpose, there is no  significant impact on 
the availability of the resource for other uses. 

What is the economic activity?
Resources: Land
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Other land resources are called “renewable”. A forest, fishery, herd of buffalo, whales, 
water quality and the like are renewable resources. Trees may be harvested from a 
forest at a maximum rate equal to the growth rate of new trees. This is called the 
maximum sustainable yield. Fish, whales and buffalo (and other wildlife) can be 
harvested and if a large enough population is left it  will “renew” or replenish. 

Other resources are called exhaustible resources. There is a finite  amount available and 
once used it is gone, it cannot be replaced. Coal and oil are examples of these 
resources. In practice, society does not know about all deposits of those resources. 
As one deposit of coal is mined out, new deposits may be discovered”. 

What is the economic activity?
Resources: Land
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What is the economic activity?
Resources: Land. Renewable and non-renewable energy
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What is the economic activity?
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https://www.youtube.com/watch?v=N3SQlrmV1cE
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The term capital means investment in goods that are used to produce other goods in 
the future. Capital goods = resources used to produce the final product

Examples include machinery, plant and equipment, new technology, factories and buildings

What is the economic activity?
Resources: Tangible capital
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What is the economic activity?
Resources: Tangible capital
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"Tor Vergata" University of Rome
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What is the economic activity?
Resources: Intangible capital
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Labour is any human effort to produce goods and services. The payment for labour is 
usually called wages (payments might be commissions, salary, bonus or whatever). 
Labour can be physical or mental. A person digging a ditch, managing a firm, or 
performing accounting functions is providing labour. 

What is the economic activity?
Resources: Labour

Human being as an 
instrument or as an 
end?
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The organizations is made up of assets, persons and relationships

Many argue that people are important, but in what sense? Are they tools or ends in 
themselves? Taking care of people is important because it increases productivity or 
because it is ethically right

Individual or persons? Human being is an instrument or and end?

Individual interest prevails over collective interest

The freedom of individuals is central

Collective interest prevails over individual interest

individual practically disappears

Capitalist countries Planned economies

Common good
The human being is a person oriented to the common good. He/she is a person within a community
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– extrinsic goods. They are external to the individual and include both physical (i.e. remuneration) and intangible 
(i.e. being considered by superiors) assets. These goods are motivating and create an expectation of 
improvement on the subject.

– intrinsic goods. They are internal to the individual, despite resulting from its interaction with the outside world, 
and are part of what we commonly consider as personal growth (Consider, for example, the satisfaction deriving from a job 
well done, the acquisition of new knowledge, the development of skills or interaction with other people).

– transcendent goods. They are generated by the individual for the sole purpose of being transmitted to other. A 
person who manages to produce goods for other people, contribute to his own motivation receiving other goods 
in return (Among the transcendent goods we can find the success in meeting customers needs, in contributing to the employees success, 
or in ensuring profit to shareholders).

The interest of the organization as a common interest of the stakeholders and non- 
stakeholders
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Person Instrument
(Copier)

Do I treat people like my copier?

Are my employees' needs similar to 
those of my copier?

Are my employees tools or ends? 

• When I go to the copier room, I don’t need to knock on the door
before entering or say good morning once I’m inside.

• I can ask the copier to work all day, and it won’t complain at the
end of the day because its only function is to copy (it was
created for this purpose) and it has no issues with fatigue.

• If the copier fails, I can easily replace it with another one that
performs the same function.

• I don’t need to thank the copier for doing its job well, as it
remains indifferent to my appreciation.

• Even if the copier does its job well, it won’t feel more
motivated; it will continue to perform the same tasks as before.

• It is indifferent to whether I ask it to perform one job over
another (e.g., photocopy in color rather than black and white).

• If the copier stops working, I don’t need to ask it what the
problem is, as it won’t make me feel any better.

• Just a push of a button, and the copier will always do what I
expect.
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– Jean-Baptist Say, French Economist: “Entrepreneur is someone who takes resources from a 
lower level of productivity and raise them to a higher level.”

– Victor Kiam, Former owner of New England Patriots: “Entrepreneurs are risk takers, willing to 
roll the dice with their money or reputation on the line in support of an idea or enterprise. 
They willingly assume responsibility for the success or failure of a venture and are answerable 
for all its facets.” 

– Joseph Schumeter, Austrian Scientist: “An entrepreneur is the ultimate innovator and earns 
his profits, however temporary, from successful innovations.

None of the above definitions state that the entrepreneur is necessarily the owner of the firm. However, 
one of the most important decisions of the controlling owner who does not want to manage the firm (e.g. because 
he/she does not have expertise to do that) is the selection of the firm’s managers.

What is the economic activity?
Differences between owner and entrepreneur
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Through the production process (or transformation process) inputs are transformed 
into output (goods or services).

The output can be purchased by the final consumers and/or by other organizations (e.g. 
Fiat sells its cars to final consumers and to other companies that use those cars as 
factors of production). In this the latter case the output represents the input of those 
companies. 

What is the economic activity?
Production process (or transformation process)

Resources Products

Input Output

Transformation 
Process
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What is the economic activity?
Representation of the restaurant

What is the most important input of a restaurant? Why?
60
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The transformation process should not be viewed only in the physical-
chemical sense (e.g. the automotive companies that assembly 
components purchased by other companies in order to produce cars, see 
Fiat, Peugeot); it may consist, in fact, also in the value creation through 
the transfer of goods and services in time and space (e.g. commercial 
companies, see, Euronics, Carrefour, Mediaworld, Walmart).

What is the economic activity?
Transformation process
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“An organization’s business model is its system of transforming 
inputs, through its business activities, into outputs and outcomes 
that aims to fulfil the organization’s strategic purposes and 
create value over the short, medium and long term” 

What is the economic activity?
Business model
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Resources Products

Input Output

Transformation 
Process
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Financial capital – The pool of funds that is:

• available to an organization for use in the production of goods or the provision of services;

• obtained through financing, such as debt, equity or grants, or generated through operations or 
investments;

Manufactured capital – Manufactured physical objects (as distinct from natural physical objects) 
that are available to an organization for use in the production of goods or the provision of 
services, including:

• buildings

• equipment

• infrastructure (such as roads, ports, bridges, and waste and water treatment plants) 

The capitals (i.e. the input) are categorized and described as follows: 
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Intellectual capital – Organizational, knowledge-based intangibles, including:

• intellectual property, such as patents, copyrights, software, rights and licenses

• “organizational capital” such as tacit knowledge, systems, procedures and protocols

Human capital – People’s competencies, capabilities and experience, and their motivations to innovate, 
including their:

• alignment with and support for an organization’s governance framework, risk management approach, 
and ethical values;

• ability to understand, develop and implement an organization’s strategy;

• loyalties and motivations for improving processes, goods and services, including their ability to lead, 
manage and collaborate.

The capitals (i.e. the input) are categorized and described as follows: 
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Social and relationship capital – The institutions and the relationships within and between 
communities, groups of stakeholders and other networks, and the ability to share information to 
enhance individual and collective well-being. Social and relationship capital includes:

• shared norms, and common values and behaviours

• key stakeholder relationships, and the trust and willingness to engage that an organization has 
developed and strives to build and protect with external stakeholders

• intangibles associated with the brand and reputation that an organization has developed

• an organization’s social licence to operate

The capitals (i.e. the input) are categorized and described as follows: 

68



Fundamentals of Business Administration
Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLO

Natural capital – All renewable and non-renewable environmental resources and processes that provide 
goods or services that support the past, current or future prosperity of an organization. It includes:

• air, water, land, minerals and forests

• biodiversity and eco-system health.

The capitals (i.e. the input) are categorized and described as follows: 

69



Department of Management and Law"Tor Vergata" University of Rome

70





Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLOFundamentals of Business Administration

FoBA - Assignment I - Objective of the organizations

FoBA - Ch. I - Assignment II - Maslow’s hierarchy of needs and Covid

FoBA - Ch. I - Assignment III - The tangible and intangible products

FoBA - Ch. I - Assignment IV - Factors of production

FoBA - Ch. I - Assignment V - The needs satisfied and to be satisfied

FoBA - Ch. I - Assignment VI - Increasing the productivity

FoBA - Ch. I - Assignment VII - The attribute of Economicità

FoBA - Ch. II - Assignment I - The useless entities

FoBA - Ch. II - Assignment II - The British Petroleum case

FoBA - Ch. II - Assignment III - The British Petroleum case. What, how and why

FoBA - Ch. II - Assignment IV - The Why, How and What (the golden circle)

FoBA - Ch. II - Assignment V - The objective of your private hospital

FoBA - Ch. II - Assignment VI - The non-business entities

FoBA - Ch. II - Assignment VII - Unsustainable firms

FoBA - Ch. III - Assignment II - Corruption

FoBA - Ch. IV - Assignment I - The phases of production and the outsourcing

FoBA - Ch. IV - Assignment II - Classifying the factors of production

FoBA - Ch. IV - Assignment III - The risk

FoBA - Ch. V - Assignment I - The “Bio fruit experience” failure

FoBA - Ch. V - Assignment II - Primary interest and income statement

FoBA - Ch. VI and VII
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Fundamentals of Business Administration
Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLO

"Tor Vergata" University of Rome

What is your business idea?
On Wednesday 30 September, at 10:10 am, you 
will have 10-20 minutes to discuss what your 
business idea could be. Those who want to 
present will have one minute to share their 
idea with the class. The audience should 
identify the strengths and weaknesses of the 
business ideas presented.
This is an extraordinary opportunity before the 
formal presentation that we will have on 29 
September!
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Prof. Emiliano DI CARLO

Productivity

Measures the amount of output produced by a given number of inputs over a period of 
time.

Increased by the efficient use of production

Cost of producing good or service should be as low as possible

Creates a higher standard of living

What is the economic activity?
Productivity

Labor productivity measures the amount of goods and services produced 
by one hour of labor.

Do you remember the economic problem?
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What do you prefer?



Department of Management and Law"Tor Vergata" University of Rome
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FoBA - Assignment I - Objective of the organizations

FoBA - Ch. I - Assignment II - Maslow’s hierarchy of needs and Covid

FoBA - Ch. I - Assignment III - The tangible and intangible products

FoBA - Ch. I - Assignment IV - Factors of production

FoBA - Ch. I - Assignment V - The needs satisfied and to be satisfied

FoBA - Ch. I - Assignment VI - Increasing the productivity

FoBA - Ch. I - Assignment VII - The attribute of Economicità

FoBA - Ch. II - Assignment I - The useless entities

FoBA - Ch. II - Assignment II - The British Petroleum case

FoBA - Ch. II - Assignment III - The British Petroleum case. What, how and why

FoBA - Ch. II - Assignment IV - The Why, How and What (the golden circle)

FoBA - Ch. II - Assignment V - The objective of your private hospital

FoBA - Ch. II - Assignment VI - The non-business entities

FoBA - Ch. II - Assignment VII - Unsustainable firms

FoBA - Ch. III - Assignment II - Corruption

FoBA - Ch. IV - Assignment I - The phases of production and the outsourcing

FoBA - Ch. IV - Assignment II - Classifying the factors of production

FoBA - Ch. IV - Assignment III - The risk

FoBA - Ch. V - Assignment I - The “Bio fruit experience” failure

FoBA - Ch. V - Assignment II - Primary interest and income statement

FoBA - Ch. VI and VII
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What is an organization?

Entities that carry 
out the economic 

activity

Economic 
activity

Economic 
problem Organizations Azienda
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What is an organization?
From the idea to the product and to the needs and wants satisfaction

The 
business 

idea

The 
organization

The product The needs 
and wants 
satisfied

In today’s economic system the economic activity is played by different entities: individuals, 
groups of persons, entities organized differently. These entities are named organizations. 
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Following the definition we use in this course:

Organizations create and satisfy human needs. All organizations (private and 
public) have labour and capital that are used to carry out the economic 
activity. 

What is an organization?
Our definition

The organization is an entity that in carrying out an 
economic activity (i.e. it is an economic entity) produces 

goods and services that users need and want 
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Purpose of the organization (productive purpose), 
reason for its existence, its function in the economy

1) Produce goods and/or services useful to 
satisfy human needs, in an economic way

First element
of good governance
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The stakeholders
Definitions

1. “Any group or individual that can affect, or is affected 
by, the performance of the organisation” (Freeman 
1987). Stakeholder theory (Freeman, 1984) draws attention to 
the need to balance the value creation for shareholder with 
the protection of the interests of the stakeholders 

2. “Individuals or groups who depend on the organisation 
to fulfil their own goals and on whom, in turn, the 
organisation depends” (Johnson & Scholes 1999)

82

All organizations have 
stakeholders!
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The stakeholders
Primary Stakeholders expectations
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“Donaldson and Preston (1995) argued that stakeholder theory explicitly or implicitly contains 
theory of three different types—descriptive/empirical, instrumental, and normative.

Descriptive/empirical formulations of the theory are intended to describe and/or explain how 
firms or their managers actually behave.

Instrumental theory purports to describe what will happen if managers or firms behave in 
certain ways.

Normative theory is concerned with the moral propriety of the behavior of firms and/or their 
managers. Briefly summarized, descriptive/empirical, instrumental, and normative theories 
address the questions: what happens? what happens if? and what should happen?, 
respectively” (Jones, 2005). 

The stakeholders
The stakeholder theory
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The stakeholders
Different types of stakeholder groups

Primary:

a firm cannot exist without 

their continuing participation

Primary stakeholders include: 
shareholders & investors, 
employees, contractors, 
customers & suppliers

Secondary:

those who influence or affect or are 

influenced/affected by, the organization, but 

they are not engaged in transactions with the 

organization or essential for its survival

Secondary stakeholders include: 
media, action groups, government 
agencies, trade unions, regulatory 

authorities
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ORGANIZATION
BOARD OF DIRECTORS
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A code of ethics, also called ethical code, sets out the 
company's values, ethics, objective and 
responsibilities. A well-written code of ethics 
should also give guidance to employees on how to 
deal with certain ethical situations. Every code of 
ethics is different and should reflect the company's 
ethos, values and business style. Some codes are 
short, setting out only general guidelines, and 
others are large manuals (a code of conduct), 
encompassing a huge variety of situations. 

(Source: http://smallbusiness.chron.com/)

Definition of code of ethics
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Describe how you 
intend to manage 

relationships with your 
stakeholders within 

your company's code 
of ethics.

97

What is unethical about this figure?

I asked Copilot to create a figure 
based on this sentence.
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The stakeholders
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Do organizations have their 
own interests, or are interests 

held only by stakeholders?



?

organization 
as a legal 
fiction (an 

instrument 
without 

interests), 
which enters 

into contracts 
with parties 

who exchange 
voluntarily.

Company as a real 
person (or 

stakeholder) with its 
own particular 

interest.

ORGANIZATION

OWNERS

EMPLOYEES

PUBLIC 
ADMINISTRATIONSFINANCIERS

CUSTOMERS
SUPPLYIERS

Residual clamEq
ui

ty

Financial capital

Financial interests

Taxes

Public goods

Price

Factors of 
production

LabourSa
la

ry

Price

Goods 
and 
services

Other 
stakeholders

Survival and 
growth

Compliance 
with legal and 

ethical rules

à The arrows 
pointing 
outward 
represent rights 
(particular 
interests, 
remunerations), 
while those 
pointing inward 
represent duties 
(contributions).
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The organization is not only a sum of individual 
interests of stakeholders, being also a common 
good, or a common interest of all stakeholders and 
society. It happens when the organization satisfy 
human need, creating value for those who 
participate to the value creation process in a 
sustainable way. Thus, the common interest is that 
the organization survives over time. This aspect is 
fundamental since stakeholders should put the 
common interest beside their legitimate, and 
sometime temporary, particular interest. 

The interest of the organization as a common good of its stakeholders and community 

102

Internal 
stakeholders 

particular 
interests

External 
stakeholders 

particular 
interests

Non -
stakeholders 

particular 
interests

Common 
interest

Common interest = 
Survival and growth 
of the organization
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Second element
of good governance

Conditions of economic and financial equilibrium that enable 
the organization to survive and growth over time

2) Survival and growth of the 
organization

(Particular Interest of the Organization)
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3) Compliance with legal
and ethical rules

Compliance with legal and ethical rules must aim not only to 
protect stakeholders (including the company), but also to 

prevent them from pursuing illegitimate interests

To pursue the organization’s purpose aimed at satisfying needs 
and enabling the survival and sustainable development of the 

organization, it is necessary to comply with the rules

Third element
of good governance
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What is an organization?

An organization 
with three 
attributes

Economic 
activity

Economic 
problem Organizations Azienda
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Economia Aziendale (EA) is an Italian 
doctrine founded in 1927 by Gino Zappa. 
The is a unitary science that studies the 
“life condition and the existence 
manifestations of the Azienda”, which is 
investigated as an economic 
coordination of elements implying 
dynamic processes

The “azienda” as a type of organization
The “Maestro” Zappa 
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Zappa (1956) states that the azienda is an ‘economic institution intended to last for an 
indefinite length of time and that, with the aim of meeting human needs, manages 
the production, procurement or consumption of resources in continuous 
coordination’ (p. 37, our translation). 

Onida observes that the company does not follow solely economic purposes, and its life 
has not only economic problems, since ‘as social institution, the company has 
necessary to contribute to the human being, to promote the development of his 
personality and to better achieve the purposes of human life associated to it, which 
they are essentially of ethical nature’ (1971, p. 44, our translation). 

Ferrero points out that the firm is a ‘durable source of common welfare present and 
future’ (1968, p. 63, our translation).

The “azienda” as a type of organization
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«The course provides valuable insights into business administration. 
However, concepts that we studied did not exactly correspond to the 
international scope of the program. Such concept as "Economia 
Aziendale" is not recognised outside of Italy, for instance».

«Too much azienda!!!»

Comments of the students of seven years ago

Now the principles of the  Economia Aziendale are internationally recognized 
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Discovering the good principles of the 
Economia Aziendale after 90 years!

Zappa (1956) states that the azienda is an ‘economic institution intended to last for an indefinite length of time 
and that, with the aim of meeting human needs, manages the production, procurement or consumption of 
resources in continuous coordination’ (p. 37, our translation). 
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The azienda is regarded as an autonomous and holistic (unitaria) system, and EA is claimed 
to possess ‘laws’ of its own, independent of its subdisciplines or even of 
microeconomics. Second, EA is thought to be composed of three organic segments or 
sections. Thus, the azienda can be examined in terms of coordinated ‘‘subsystems’’ with 
such traditional segments as organizzazione (organization), ragioneria  (accounting) and 
gestione  (management and operations)’, Viganò and Mattessich, 2007

The “azienda” as a type of organization
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The “azienda” as a type of organization
According to the Economia Aziendale, the azienda can be examined in terms of 
coordinated ‘‘subsystems’’ with such traditional segments as

Organization

Management 
and Operations

Accounting

Azienda
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According to Cinquini and Marelli ‘the main features can be summarised in 
two general points: (a) it covers all forms of economic organisation at all 
levels – from the household, through business firms, public enterprises 
and town councils, right up to the state; and (b) it aims at developing 
the general principles that govern the equilibrium of the ‘azienda’’ 
(2007, p. 2). 

The “azienda” as a type of organization
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Since the international literature does not use the term “azienda”, we use 
the English term “economic entity” or “organization” as a synonymous 
of azienda, although these terms are not perfectly overlapping, since the 
azienda possesses some specific attributes 

The “azienda” as a type of organization

AZIENDA ECONOMIC ENTITY
ORGANIZATION
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The “azienda” is an organization (for profit and non-for-profit *) that 
possesses three attributes:

1) it is a system;

2) it has decision-making autonomy;

3) it operates with Economicità (effectiveness and efficiency)

The “azienda” as a type of organization
The three attributes of the azienda

* E.g. Business entities, public administration, foundations, associations 
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Thus, all the “aziende” are organizations while there are some organizations that cannot be 
qualified as “aziende”, because they do not possess the three attributes listed above. 

The need to find the boundaries of the azienda stems from the fact that only to the azienda
can be applied the principles, rules and tools developed by the disciplines economico-
aziendali. It should be noted that the Economia Aziendale is fundamental also for those 
organizations that do not possess the attribute listed above but they want to become 
aziende. 

The “azienda” as a type of organization
The three attributes of the azienda

123



Fundamentals of Business Administration
Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLO

The azienda is a system in the sense that its parts (e.g. capital such as machinery, equipment) and 
persons (labour) are not separated; instead they are coordinated and integrated, they are 
bounded together in order to accomplish a specific objective. Thus, the azienda is a system with 
a specific objective, with its own interest.

Moreover, the azienda is not an organization with a short life-time, instead is an organization set to 
continue (‘institution intended to last for an indefinite length of time’). In the azienda the 
“system effect” must be achieved, so that the whole is higher than the sum of the parts. 

The “azienda” as a type of organization
The three attributes of the azienda: “it is a system”

The sistemic coordination in small and big entities
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https://www.youtube.com/watch?v=_SsccRkLLzU&feature=youtu.be 

The systemic vision allows understanding the importance and 
the relativity of each behaviour and operation 
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The importance of the purpose for the system effect

https://www.youtube.com/watch?v=aHSUp7msCIE 
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Sales

Procurement

Marketing
Administration

Finance
Production Legal &

Compliance

Purpose of the system/team: Victory
Victory is a common 
good, is a common 
and shared purpose

Human Resurces

127



Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLOFundamentals of Business Administration 128



Fundamentals of Business Administration
Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLO

The azienda “is not identified with the owners, the capital, the assets, the 
people taking part in it or with the contracts or the relationships among 
its components, but rather it is an autonomous and real entity composed 
of all these elements and the relationships among them. It is very 
important to point out the concept of system which is used by Zappa but 
not fully explored […] In the azienda, the components will change, the 
elements will modify, but the whole will persist” (Zappa, 1950, p. 13). 

The “azienda” as a type of organization
The three attributes of the azienda: “it is a system”
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The system coordination is characterized by some adjectives:

1. dynamic

2. long-lasting

3. complex

4. objective oriented

5. open

6. probabilistic 

The “azienda” as a type of organization

The case of criminal organizations
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As Amaduzzi (1948) and Ferrero (1968) pointed out, an azienda features a permanent 
motion towards a balance which is not the rest or stagnation, but rather the mobility 
of the azienda in managing itself and to operate adjusting to the never ending 
changes in the necessary conditions to attain such balance, while always assuming a 
future-oriented perspective 

The “azienda” as a type of organization
Dynamic
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The azienda is defined also as long-lasting system.

Financial instabilities of big US companies like Worldcom and Enron, caused by short-term 
orientation together with the duty of managers to act towards shareholders 
(shareholder theory) give important indications on the issue. Sometimes, the short-term 
orientation was considered the real cause of the global economic crisis; therefore, the 
theory on the azienda could not forget to specify “in what time” create value, spreading 
a cultural model where the ideal time orientation is based on long-term and where the 
individual opportunism is seen as a threat. 

The “azienda” as a type of organization
Long-lasting 
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The azienda is a complex system because of the high number of elements they feature, the 
factors they involve and the interdependence relations to which they are bound (Masini, 
1986).

As said before, the system complexity increases as the dimension of the business gets 
bigger (Apple is much more complex than a small family business).

The system complexity requires subsystems differentiation 

The “azienda” as a type of organization
Complex 
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The system aims to achieve univocal objective.

Considering that the interest of individuals is not always aligned with the interest of the 
azienda, as emerged from the Anglo-American theories, the concept of primary interest 
of azienda will be proposed as broaden objective.  

The “azienda” as a type of organization
Objective oriented
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The azienda is an open system in the sense that it is inserted in an environment with which 
it interacts constantly.

Task environment and general environment

The “azienda” as a type of organization
Open system
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The azienda operates under uncertainty. The azienda addresses its problems using a 
probabilistic approach (Amaduzzi, 1978), running the particular and general risks
associated, which can be deadly. Among these risks, there is the economic risk (Cavalieri, 
1995), which arises because the possibility to recover the capital invested in production 
factors is based on conjectures, and cannot be avoided (just reduced).  

The “azienda” as a type of organization
Probabilistic
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In economics, the concept of “autonomy” can be referred to various aspects. When it is 
used as one of the three attributes of the azienda it refers to the decision-making 
power.

In particular, the azienda should have a decision-making autonomy in the sense that in 
reaching its objective it is not subjected to the direction of other organizations. In other 
words the azienda must be independent from external pressures.

The “azienda” as a type of organization
The three attributes of the azienda: “it has decision-making autonomy”
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The azienda has the decision-making autonomy in the sense that it is not subjected to the 
control and management of other organizations.

The “azienda” as a type of organization
The three attributes of the azienda: “it has decision-making autonomy”

Entity A

Entity B

Controls and manages

Entity A controls and 
manages entity B, thus 
entity B has not decision-
making autonomy, it is a 
sub-system of entity A

Two entities and a 
single azienda
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Productive entities

Commercial entities (UE)

Commercial entities 
(extra-UE)

Lir Srl
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More precisely the azienda has a decision-making power when it can autonomously 
achieve its objective, i.e. what we will call the “WHY” of the azienda. Thus the WHY can 
be also assigned by other entities (e.g. entity A assign the WHY to Entity B), what is 
relevant is that the azienda is autonomous in achieving that objective and that its 
activity is not related to the activity of other entities.

Legal responsibility

Economic independence

The “azienda” as a type of organization
The three attributes of the azienda: “it has decision-making autonomy”
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The economicità is a method of action, a condition of existence and operation that implies that 
the entire activity of the azienda is permanently inspired by the logic of strategic 
effectiveness and operational efficiency. 

The strategic effectiveness is the ability of the azienda to allocate the available resources to the 
achievement of winning goals, or, rather, to select suitable products to meet and satisfy the 
overall expectations of the customers/users.

Operational efficiency is the azienda’s ability to achieve these productions, due to the levels of 
quality, reducing the use of available resources.

The “azienda” as a type of organization
The three attributes of the azienda: “it operates with Economicità (effectiveness and efficiency)”

142



Fundamentals of Business Administration
Department of Management and Law"Tor Vergata" University of Rome

Prof. Emiliano DI CARLO

"Tor Vergata" University of Rome

The “azienda” as a type of organization
Resources

Resources Products

Input Output

Needs and 
wants 

satisfaction

Transformation 
Process

Efficiency

Effectiveness

Effectiveness without efficiency

Efficiency without effectiveness

The WHY
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«Digital transformation is the integration of digital technology into all areas of a 
business, fundamentally changing how you operate and deliver value to 
customers. It's also a cultural change that requires organizations to continually 
challenge the status quo, experiment, and get comfortable with failure».

Source: https://enterprisersproject.com/what-is-digital-transformation

Increasing the effectiveness and efficiency using the digital transformation
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Economicità as a method of action
Strategic effectiveness and operating efficiency

Value creation for the 
shareholders

in the short 
term

In the long 
term

Value creation for 
the stakeholders 

Value creation 
for the firm

Value creation 
for the firm and 
its stakeholders

The economicità as a method of action is applied to the firm objective

Firm objective

The link between economicità and the objective of the azienda
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FoBA - Assignment I - Objective of the organizations

FoBA - Ch. I - Assignment II - Maslow’s hierarchy of needs and Covid

FoBA - Ch. I - Assignment III - The tangible and intangible products

FoBA - Ch. I - Assignment IV - Factors of production

FoBA - Ch. I - Assignment V - The needs satisfied and to be satisfied

FoBA - Ch. I - Assignment VI - Increasing the productivity

FoBA - Ch. I - Assignment VII - The attribute of Economicità

FoBA - Ch. II - Assignment I - The useless entities

FoBA - Ch. II - Assignment II - The British Petroleum case

FoBA - Ch. II - Assignment III - The British Petroleum case. What, how and why

FoBA - Ch. II - Assignment IV - The Why, How and What (the golden circle)

FoBA - Ch. II - Assignment V - The objective of your private hospital

FoBA - Ch. II - Assignment VI - The non-business entities

FoBA - Ch. II - Assignment VII - Unsustainable firms

FoBA - Ch. III - Assignment II - Corruption

FoBA - Ch. IV - Assignment I - The phases of production and the outsourcing

FoBA - Ch. IV - Assignment II - Classifying the factors of production

FoBA - Ch. IV - Assignment III - The risk

FoBA - Ch. V - Assignment I - The “Bio fruit experience” failure

FoBA - Ch. V - Assignment II - Primary interest and income statement

FoBA - Ch. VI and VII
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Trading in
competitive markets Goods and services provided directly on the 

basis of acquired rights, or trading in markets 
with attenuated or indirect forms of competition

Economic entities that produce for the market Economic entities that do not produce for the market

Business entities (or firms)
(industrial, banks, insurance companies)

Non-business entities
(public entities, cooperatives, Associations, 

Foundations, Local government)

Trading in
non-competitive markets
(e.g. monopoly, oligopoly)

On the basis of the relationship established with the target market, it is possible 
to distinguish

Classification of the aziende
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Summarizing, while all organizations should be economic entities, since they all operate 
in a situation of scarcity of resources and limitlessness of needs, not all economic 
entities can be qualified as aziende, in the absence of the attributes discussed above.

Because of the international literature does not use the term “azienda”, we decided to 
use the English term “economic entity” as a synonymous of azienda, although these 
terms are not perfectly overlapped. Examples of economic entities are hospitals, 
companies, municipalities, foundations, associations and agencies.

Thus, an azienda could contain more economic entities, as well as an economic entity 
could contain more than one azienda. This aspect will be treated more ahead 

The “azienda” as a type of organization
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