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 BUSINESS STUDIES 1.1 Externally assessed
4 credits

Demonstrate an understanding of internal features of a small business

Internal features of a small business
Externally assessed Achievement Standard 90837 (Business Studies 1.1) helps you to understand the internal 
characteristics of a small business (with up to approximately 20 employees). This business may be local to you 
or one that is of community signifi cance.

Achieving with Excellence requires you to fully explain internal features, integrate relevant business knowledge 
and examples to support your explanations, and integrate a Māori business concept where relevant.

In the examination you will be expected to refer to an actual example of a small business you have studied 
during the year. You will also be required to answer questions that assess your knowledge and understanding 
of the following topics:
• ownership structure
• sources of fi nance
• communication with stakeholders
• employer–employee relationships
• entrepreneurship
• business objectives
• business success
• fi nancial documents.

Introduction: The importance of business
Business activity affects the daily lives of all 
New Zealanders as we work, spend, save, invest, 
travel and play. It infl uences jobs, incomes and 
opportunities for personal enterprise. Business has 
a signifi cant effect on our standard of living and 
quality of life, and on the environment in which 
we live and which future generations will inherit.

Businesses are all around us. They come in all 
shapes and sizes, from Chloe’s Cuts, a hair salon 
that operates from the front room of Chloe’s 
home, to Fonterra, one of New Zealand’s largest 
companies.
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A business is an organisation, or an enterprise, or an entity, established to achieve a specifi c result. Often this 
involves supplying goods or services to consumers, but as you will see through this book, that isn’t always the case.

A good is a tangible item
that becomes yours once it is paid for.

A service is a non-physical product,
an action performed for you.

A person only needs four things to survive: a roof over his or her head (shelter); enough food and water to 
remain healthy; basic health care and hygiene items; suffi cient clothing to remain comfortable and appropriately 
dressed. Everything else is a want. Life would be very dull if we only satisfi ed our needs and many businesses 
would not exist if this were the case.

 Needs and wants satisfi ed by businesses
Since waking this morning you may have listened to music, used your phone, eaten breakfast, showered, 
dressed, walked to school, attended two lessons and bought food at the school canteen. Consider fi ve businesses 
that you have interacted with so far today, or that have enabled you to go about your daily activities.

Complete the chart for a further four businesses.

Business name Business activity The need or want the business has satisfi ed

iTunes™ Media player and library application Entertainment – a want

Businesses serve the following purposes. 

Provide opportunities
for investment

Facilitate innovation and
new products and services

Link between suppliers of
goods/services and their users

Create
jobs

Help redistribute
wealth

The business community adds to the prosperity and economic well-being of New Zealand by providing 
employment, innovation and improvements to the quality of life of consumers. Businesses not only produce 
goods and services, they contribute signifi cant income to the government by way of taxes that are then used to 
provide essential services.
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WorkSafe New Zealand
WorkSafe is a New Zealand government department that is responsible for monitoring and improving health and 
safety in New Zealand workplaces. (See also pages 68–70.)

Its roles and responsibilities include the following:
• conducting random audits of companies to ensure that their workplaces comply with the requirements of the 

Health and Safety at Work Act 2015

• keeping statistics on the number of accidents and deaths that occur in New Zealand’s workplaces each year
• providing training, resources and support to try to improve health and safety at work and reduce work-

related accidents and deaths.

Confl ict
Confl ict in the workplace can result from differences of opinion between colleagues, or between employees and 
customers.

Aggressive behaviour or physical violence pose serious issues to businesses, particularly in the hospitality, 
entertainment and retail sectors. Even if there is not any actual violence, negative feelings between employees, 
arguments or personal grievances can make a workplace an unpleasant place to be and this is likely to be noticed 
by customers. In addition, motivation is likely to be lower in workplaces where confl ict is present, with reduced 
productivity resulting.

Workplace confl ict is also discussed in 1.1 on pages 21–22.

Equipment failure, power interruptions and loss of telephone/internet access
Most businesses rely on equipment, technology and electricity in order to function and therefore any interruption 
to these services can cause signifi cant problems. Typical examples of technology used in small businesses are tills, 
telephones, computers and security cameras.

Any malfunction with a piece of equipment or loss of power is likely to cause problems for businesses that may 
mean they have to temporarily cease operating, or be able to offer only a limited range of their normal products/
services. The effects of this could be a reduction in sales revenue, damage to their relationship with their 
customers, negative publicity and downtime for employees.
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 Workplace incidents
1. Explain what is meant by the term ‘workplace incident’.

2. State the name of the New Zealand law that governs workplace incidents.

3. To whom does the law apply?

Callum’s Cleaning is a small business that offers a range of home cleaning services to clients in the Hawke’s 
Bay area. When starting the business, Callum was determined that he would ensure he fully complied with all 
Worksafe NZ requirements.

4. Fully explain the process that Callum should go through in order to ensure he complies with Worksafe NZ 
requirements.

5. For each of the scenarios below, give an example of a workplace incident that could occur. The fi rst one has 
been done as an example.

Scenario Potential workplace incident

Construction site where employees 
are working high up on scaffolding 

People falling, items being dropped from a height injuring people 
below, scaffolding not assembled properly, etc.

Hairdressing salon

Restaurant kitchen

Primary school classroom

Taxi fi rm

Vineyard

Answers
p.  223
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 BUSINESS STUDIES 1.4 Internally assessed
3 credits

Apply the marketing mix to a new or existing product

The marketing mix
The internally assessed Achievement Standard 90840 (Business Studies 1.4) helps you to understand the 
decision-making process used by businesses when marketing a product.

Achieving with Excellence requires you to fully explain the marketing mix for a product while demonstrating 
appropriate skills, integrating business knowledge in your work and integrating a M ori business concept 
where relevant.

The marketing mix consists of four elements that are often referred to as ‘the four P’s:
• Product
• Promotion
• Place
• Price

Unit 1 – What is marketing?
Many people think that ‘marketing’ means ‘advertising’, but in reality the role of marketing is much wider than 
simply advertising products or services.

Marketing can be defi ned as follows: marketing is the function within a business that is responsible for 
communicating with the customers and persuading them to buy the business’s product or service.

People who work in marketing roles will be involved in conducting market research to obtain useful information 
about what customers’ wants and needs are, or about what their competitors are currently offering. Once this 
research has been done, another task performed by a marketing department would be analysing and interpreting 
these fi ndings so that they (and other parts of the business) can use the information to make decisions that will, it 
is hoped, be of benefi t to the business.

In many organisations, the marketing department is also the one that is responsible for devising and developing 
ideas for new products which will complement the existing range of items the business produces and will help to 
increase revenue and profi ts for the company – so a degree of creativity is needed.

People who work in marketing roles also need to have high standards of literacy and numeracy. The job will often 
require them to write and proofread press releases or other documents that are sent to media sources with the 
aim of having the business’s products featured in suitable publications. For all marketing projects, budgets must 
be produced that show research into how much the different activities are predicted to cost. Therefore, being 
able to work with numbers and make accurate predictions is important.

Often, a large part of marketing activity involves having to organise promotional materials and special events, so 
marketing employees need to be able to co-ordinate activities well, and should be excellent communicators with 
the ability to plan ahead and work to strict time deadlines.
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Market research
Market research, is an important task undertaken by marketers. For the purposes of your internal assignment for 
this standard, you will be required to undertake your own research into the marketing mix of a particular product.

Here are some points to bear in mind when conducting research:
• Use as wide a range of sources as you can.
• Check that the source of the information is reliable.
• Use a mixture of primary and secondary sources.
• Check the age of the secondary information to ensure it is not out of date.
• Use as large a sample size as you can when conducting primary research.
• Include both quantitative- and qualitative-style questions.
• Make it easy and simple for people to complete your primary research questionnaires.
• Draw conclusions from your fi ndings.

The results of market research are 
very important to businesses when 
making decisions for the future – if 
the wrong decisions are made, this 
could have dire consequences for 
production, revenue, profi tability and 
the reputation of the business.

Use as large a sample size as you can when conducting primary research.

The marketing mix
The marketing mix is a model that is used to analyse the decisions that must be made for a product or service. 
The best way to think of the marketing mix is that it is like making a cake – putting the wrong ingredients into 
the mixture will not make the cake taste good, nor will leaving something out, nor will using inappropriate 
quantities of each ingredient!

The components of the marketing mix are:
• Product
• Price
• Place
• Promotion.

Each one will be examined individually and in more detail in the following units. 

Target markets and segmentation
When making decisions about the marketing mix, the most important thing to consider is the people at whom the 
product or service is aimed. This group of people is called the target market. It makes sense for businesses to 
choose to target a product or service at a specifi c type of customer, because the business is then able to offer features 
and benefi ts that best meet the target market’s needs. In doing so, the business is likely to be able to maximise 
revenue and profi tability and reduce the chances of having stock which cannot be sold. When choosing the target 
market for a product or service, a business will often look at what is currently available in the market and at what 
types of customer those products or services are aimed at. This enables the business to identify any potential ‘gaps’.
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The interview gives the employer a chance to meet an applicant face to face, to form an opinion of their 
conversational ability (sometimes known as people skills) and to see how the person copes under pressure. 
It also allows the interviewer to ask questions that have arisen from the CV.

Typical interview questions

 Interviews and testing
The fi rms listed on the chart below have been discussed earlier in this chapter. For each, think of two appropriate 
interview questions that are relevant to the job. Do not repeat any questions already provided in this chapter.

Business Refer back to Interview questions

Fruitbowl Farm Page 166

New Zild Primary School Page 167

Flashions Page 173

What makes a job
enjoyable for you?

What is your greatest weakness?

Tell me what you know about our 
company.

How do you handle stress?

Tell us about your greatest 
achievement at work.

 What are your 
goals for the next

three years?

Do you have any 
questions?

Answers
p.  230
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Candidates for certain jobs are asked behavioural questions. These are more searching than the type of 
questions listed on page 177. They require the applicant to provide specifi c information that will give the 
interviewer(s) an insight into how the applicant might behave in the new position. Here are some examples of 
behavioural questions.

Behavioural questions

Question for 
a teacher

‘Tell us about the last lesson you taught that went really well and the last one that was not 
at all effective.’

Question for 
a nurse

‘How would you handle a patient who constantly complains about everything?’

Question for 
a manager

‘Tell me about a situation in which you had to solve a diffi cult problem. What did you do? 
What was the outcome? What do you wish you had done differently?’

In some fi elds of work, police or credit checks are carried out to fi nd out about new recruits. Read the article from 
the Marlborough Express below.

Employers urged to do careful checks
(abridged)
by Simon Wong

Businesses should be rigorous in doing pre-employment checks on potential employees, especially if they are 
working with money or people, according to the Marlborough Chamber of Commerce.

General manager Brian Dawson said businesses, regardless of size, should have stringent human resources 
processes which included reference, conviction and credit checks on possible employees. ‘Some organisations 
perceive less risk so wouldn’t [do some checks], but for the sake of a small amount of cost and time it should 
be an important part of the recruitment process.’ ...

Mr Dawson said the thoroughness of checks depended on the industry and on who people would be working 
with or for. Small businesses should ideally follow the same processes as large corporations when hiring staff, 
he said. ‘Their [smaller businesses] nature is to be trusting and take people at face value, and while they’re 
good at doing reference checks, the next step is doing police and credit checks.’

Criminal history checks on potential employees are done through police or the ministry. ...

Police vet for organisations such as schools, hospitals and any other groups that deal with vulnerable members 
of the community. The New Zealand Police website says the police database is searched for any information 
about the person and the information issued could include a conviction history and the sentence imposed for 
any crime. ... Police vetting is not a complete background check and should be part of a ‘robust’ recruiting and 
screening process, the website says.

A spokeswoman for the ministry said the potential employee needed to fi ll out a form to give consent if the 
employer wanted to do a [Justice] Ministry check on them. The Criminal Records Unit provides conviction 
information about the person to the employers, taking up to 20 working days.

Source: The Marlborough Express, 20 February 2012. © Fairfax New Zealand Ltd
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6.2 Co-ordination and general running of the business 

In this section of the business plan you need to identify and discuss the processes that you will use to make your 
business ‘work’. Your group should discuss and agree on specifi c processes for the way that you will:
• hold meetings
• collaborate on creating and storing business documents such as your business plan
• order and store your stock or raw materials
• serve customers and handle cash.
6.3 Quality-control processes

In this sub-section, you need to explain how you will ensure that the product/service you are selling is of 
satisfactory quality. There are quite a few different approaches to quality control, including the following.

• Quality control – identifying and setting a standard that you want all products/services to meet, then 
checking one or more sample(s) of the fi nished product/service to ensure that the standard is being met.

• Benchmarking – using models, exemplars or case studies of other businesses as the standard you aim to 
achieve.

• Quality assurance – paying attention to every stage of the production process so that the fi nished product/
service matches the guarantee/promise made to the customer.

• Total Quality Management – giving responsibility for quality to every individual in the organisation 
working at every stage of production, and aiming for zero product defects.

• Kaizen – encouraging all workers in a business to identify ways in which the business could be improved.
6.4 Health and safety issues

You must ensure that you meet basic hygiene and health and safety standards when operating your business 
activity, particularly if you plan to serve food or use potentially dangerous equipment.

Think about your raw materials, production process and your market-day stall and identify any hazards or health 
issues. Things to consider:
• transporting products/equipment/yourselves from one place to another
• food handling
• storage of your products
• cooking times
• handling money
• using sharp/dangerous equipment
• any dangerous activities you may need to carry out
• situations dealing with items that are (or will 

become) extremely hot or cold
• wearing protective clothing or gear (e.g. gloves, 

aprons, reinforced footwear, noise-reduction 
earmuffs, etc.)

• using packaging or serving equipment when selling 
products

• the set-up of your stall to ensure that that there are 
no hazards that people could slip on or trip over

• any other relevant health and safety issues that 
could specifi cally affect your business.
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 Business planning
1. Outline the purpose of a business plan.

2. Describe the components of an effective team.

3. For the duties listed in the table below, choose the director role that is responsible for each.
 Select from:
 Managing Director, Marketing Director, Human Resources Director, Finance Director, Operations Director

Duty Director responsible

Collecting research that can be used to make decisions about the product, 
promotion, place and price of what the business is selling

Researching and reporting on the costs, sales and profi t of the business

Planning and organising the day-to-day running of the business activity

Making decisions about the overall business and delegating tasks appropriately

Recruiting new staff, delivering training and development and dealing with any 
other issues to do with employees

4. Conduct a SWOT analysis for yourself in terms of the strengths and weaknesses that you bring to your group, 
the opportunities available to you in completing the activity and what could threaten your success.

Answers
p.  231
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 ANSWERS

Note:  The answers to some of the questions and activities are specifi c to each individual student, and consequently 
no ‘model answers’ have been included for such questions.

Achievement Standard 90837
(Business Studies 1.1)
  Needs and wants satisfi ed by businesses (page 2)

Business 
name

Business activity
The need or want the 
business has satisfi ed

iTunes™ Media player and library 
application Entertainment – a want

Vodafone™ Internet service provider 
for my prepay phone Communication – a want

Watercare
(or Council)

Provider of water and 
sewage services Hygiene – a need

Sanitarium™
and Anchor™

Suppliers of Weetbix™ 
and milk Food – a need

School 
canteen

Supplier of pie and a fi zzy 
drink at interval Luxury food – a want

 Business activity (page 3)
1. Examples: cellphones, internet access, holidays, food.

 Types of entity (page 4)

Example
Private
sector

Public sector

Not-for-profi tLocal
government

Central
government

Birkenhead 
Library ✓

Asthma NZ ✓

Fisher & 
Paykel Limited ✓

Land 
Transport 
Authority

✓

Cookie Time ✓

New Zealand 
Police ✓

Rent-a-Dent 
Car Rentals ✓

North Beach ✓

Community 
Housing 
Aotearoa

✓

Whangarei 
Senior 
Citizens’ Club

✓

TradeMe ✓

SPCA ✓

Victoria 
Cinemas Ltd ✓

New Zealand 
Chinese 
Association

✓

2 Degrees ✓

Rotorua 
Aquatic 
Centre

✓

Inland 
Revenue 
Department

✓

Public Service 
Association ✓

Westpac NZ 
Ltd ✓

Department 
of Corrections ✓

Mai FM ✓

Marlborough 
District 
Council

✓

Pumpkin 
Patch ✓

Canteen ✓

Bays 
Landscaping 
Ltd

✓

Student’s 
own example ✓

Student’s 
own example ✓

Student’s 
own example ✓

Student’s 
own example ✓

 Sectors of the economy (page 6)
1. a.  One possible reason that there are now fewer jobs in the secondary 

sector is that many New Zealand manufacturers have closed down 
because it is cheaper to have products made in overseas countries 
where labour is cheaper.

 b.  One possible reason that there are now more jobs in the tertiary sector 
is that people now pay for labour that was once performed free of 
charge. For example, in the past older people may have lived with their 
families but now they are more likely to live in retirement villages or 
stay in their own homes with household help.

2. Examples:

 a. •  We buy fewer CDs because we download music instead.

  •  We spend less money on footwear because the shoes we buy 
are all made in China and cost less than New Zealand-made 
shoes used to cost.

  •  Mum no longer buys the newspaper because she reads it online.

 b. •  Everyone in the household is really busy with jobs, school and 
activities so we now employ a cleaner.

  •  My sister goes to a nail place in the mall to have manicures.

  •  Instead of replacing our lawnmower when it broke down, we 
started using Green Acres to mow the lawn once a fortnight.
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192–93
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capital 5, 15, 113
start-up capital 108, 110, 201
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Careers NZ 171
cash fl ow 42, 107–13
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113, 194
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casual workers 163
chain of production 7
channels of distribution 153–54
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collective employment 

agreements 180
colour, in logos, packaging and 

signage 209
communication 18, 19–20, 80, 

101, 194, 200
problems 20–22, 28, 119, 

135

communication channel 20
community 58
Companies Offi ce 13, 14
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competition 42, 58, 92–97, 

122–23, 125, 155
competitor pricing 157
complementary products 209
confi dence 78, 81, 112, 136
confl ict in the workplace 22, 59, 

119, 130
Consumer Guarantees Act 1993 

(CGA) 62–65
consumer price index (CPI) 71
consumers 43, 58, 59, 65–67, 92, 

95, 121, 122–23, 136, 143; 
see also needs; segmentation; 
target market; wants

contract of service 162; see also 
employment agreement

cost-plus pricing 157
credit checks 178
credit tightening (credit 

crunch) 112–13
creditors 49, 58
cultural alignment of new 

employees 101
current assets 49, 50
current liabilities 49, 50
current ratio 50
curriculum vitae (CV) 173
customer review 43
customers see consumers

demographics 121, 155
depression 76
differential pricing 157
director roles 188–90, 193, 211


