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BUSINESS STUDIES 1.1 Externally assessed 
4 credits

Demonstrate an understanding of internal features of a small business

Chapter 1 – 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 significance.

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

Types of business
Entrepreneurship
Business aims and objectives
Market research
Types of production
Employers and employees
Communication
Sources of funding 
Financial records and reports
Business success

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 influences jobs, incomes and opportunities for personal enterprise. Business has a significant 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 specific 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; sufficient clothing to remain comfortable and appropriately 
dressed. Everything else is a want. Life would be very dull if we only satisfied our needs and many businesses 
would not exist if this were the case.

Activity 1A – Needs and wants satisfied 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 five 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 satisfied

iTunes™ Media player and library application Entertainment – a want

Businesses serve the following purposes. 

Create
jobs

Help redistribute
wealth

Facilitate innovation and
new products and services

Provide opportunities
for investment

Link between suppliers of
goods/services and their users

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 significant income to the government by way of taxes that are then used to 
provide essential services.

Ans. p. 209
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Unit 3 – Business aims and objectives

Common reasons for
business start-ups

Turn hobbies into
money-making opportunities

Make use
of training

As a side-line to
existing work

Make use of
existing resources

To create employment for
self or family members.

An aim is a long-term goal; it describes what the business wants to be or do. Aims provide direction for a 
business, can motivate the business owner and staff members and can be a way of measuring business success. 
A business’s aim is often communicated in its mission statement. Here are the mission statements of three 
New Zealand entities:

‘To be a world-class mover of freight and people by rail and sea and to be 
the first choice of our customers in the markets in which we operate.’

‘To be the centre of knowledge and excellence for the preservation, presentation, 
education and growth of traditional expressions of Maori arts, crafts and culture.’

‘Make Good Food. Then Make A Difference.’

Activity 1J – Mission statement
What is the mission statement of your school? If it is not on your school website, you might find it in the prospectus, 
or ask your principal.
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Aims are not always made known to customers. For example, an aim might be ‘to expand the business into the 
Australian market’. Customers and others outside the business may be unaware of this goal.

Do you make New Year Resolutions? Do you start January, or maybe the school year, with all sorts of plans: to 
spend less time on the internet and more time outside, to stop wasting money, to spend more time on your 
hobbies, to complete homework and assessments well ahead of deadlines? And do you always achieve your goals?

To ensure aims are actually achieved, they need to be broken down into objectives. These are the stated, 
measurable targets of how to achieve the aims.

Aim/Goal Objectives

‘To expand the business into the Australian market’
Open two stores in Melbourne and three in Sydney, 
within one year.

‘To maximise profits’

To increase last year’s sales by 20%.

To move to cheaper premises to reduce rental costs.

To spend $10 000 on a marketing campaign with the 
purpose of increasing sales.

Most businesses in the private sector are driven by financial objectives. While a mission statement is unlikely to refer 
to these objectives, they are very important as many businesses are judged on the basis of their financial performance.

The four main financial goals of businesses

Profit

Businesses need to make a profit so that there is sufficient money 
available to keep the business going, and for expansion. It is also 
important to ensure that owners can be rewarded for the risks they take. 
Profit goals may be for:

maximisation – to make as much profit as possible, or
satisficing – making enough profit to keep the business owner(s) 
comfortable without, say, their having to work longer hours.

Increase 
market 
share

Most businesses have to compete in the business marketplace. The 
more customers a business has for its product, the higher the volume of 
sales it will achieve. Higher sales mean more income and therefore more 
profit. The market share that a business has is the value of its sales as a 
proportion of the total sales by all businesses operating in that market. 

Growth
It is common for business owners to want to develop and grow 
their businesses. This can happen internally by increasing sales and 
production, or externally by merging with or taking over other businesses.

Survival
This is a common objective for new businesses as a high percentage fail 
within five years of their launch. For some enterprises, survival may mean 
‘breaking even’; that is, not losing money but not making a profit either.

Maintaining momentum after the initial excitement of setting up a new enterprise can be a major challenge. 
About one in ten small businesses fail in their first year, and 70% close within the first five years.

Not all businesses aim for long-term survival. For example, a firm may have been set up specifically for the period 
of the 2011 Rugby World Cup. Pop-up shops often appear in empty or under-used spaces in suburban streets or 
shopping malls. These stores do not aim for permanence. Instead, the owners behind them are happy to take on 
short-term rental leases to clear excess stock, to test new products on the market or simply to cash in on selling 
seasons such as Christmas.
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Unit 9 – Financial records and reports
You have learned that an important objective of businesses is profitability. To measure success 
in meeting this objective, it is necessary for the business to have a good accounting system. 
This will enable the business owner(s) to:

prepare budgets
keep records of all income and spending
meet their responsibility to the Inland Revenue Department to pay the correct amount of tax
prepare financial statements
analyse the financial statements to be able to make decisions about the business.

Day to day, the business will receive and issue – in hard copy or digitally – a range of business documents/records. 
Some examples are: cash register tapes, EFTPOS and credit card documents, invoices for stock bought on credit, and 
bank statements. These documents record transactions (or events) between the business and an outside party. They 
provide proof that the transactions happened, and provide information to measure sales, purchases and so on.

A business owner or manager who has accounting skills might use these documents to input data into a software 
program such as Xero or Mind Your Own Business (MYOB). However, many choose to pay an accountant to 
process their accounting data.

Every so often – at the end of a year, or more frequently – owner(s), in consultation with their accountants, 
should prepare financial statements/reports.

Note: This achievement standard does not require you to prepare statements or calculate ratios. You simply need to 
be able to describe their purpose and usefulness.

Those of you who study Accounting may notice that the statements shown are simpler than the formats you use in 
Accounting. What is shown here is sufficient for your understanding of this Business Studies standard.

Income Statement
This measures the performance of the business over a certain time period by listing income, expenses and 
calculating profit (or loss).

What is profit?     

Profit is the difference between 
the income of the business and 
its expenses. For example, if 
income is $1m and expenses 
are $600 000, profit is $400 000.
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Example: Income Statement               Phone City Ltd
Income Statement

for the year ended 31 March 2014

$NZ $NZ
REVENUE
Sales 416 000
Less Cost of sales 129 000
Gross profit 287 000
Plus OTHER INCOME
Interest received 3 000
Total income $290 000
Less EXPENSES
Rent 52 000
Wages 79 400
Sales commission 14 000
Insurance 4 000
Marketing 21 350
Vehicle expenses 7 400
Communication expenses 6 000
Electricity 12 000
Interest 13 850
Accounting fees 4 000
Office expenses 6 000
Total expenses 220 000
NET PROFIT $70 000

Let’s work through this.

Selling
price

Units
sold

Sales
revenue

This equation shows us how much 
revenue the business has made from 
selling the products.

Cost
per unit

Units
sold

Cost
of sales

This equation shows us how much it 
cost to buy (or produce) the goods that 
were sold.

Sales
revenue

Cost
of sales

Gross
profit

This equation shows us the profit the 
business makes on selling the goods but 
does not take into account other costs.

Other
income Expenses

Net
profit

Gross
profit

This equation gives us our final profit 
figure after all expenses (costs) have 
been deducted.

This report spans the year 
from 1.4.13 to 31.3.14      

Tell me the story

Over the year Phone City Ltd sold stock for $416 000 which was $287 000 more than the stock 
cost to buy. This $287 000 is the company’s gross, or first, profit. A further $3 000 was earned 
from a non-selling activity, in this case from interest on an investment. The total income of 
$290 000 was reduced by $220 000 of expenses, leaving a net, or final, profit of $70 000. Some 
of the net profit is likely to be paid to shareholder(s) while some will be kept in the business.
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Activity 3C – Cash flow
1. Define the term ‘cash flow’.

2. Explain the difference between a cash-flow forecast and a cash-flow statement.

3. Place a tick in the correct column to indicate whether each item would be placed in the Receipts or Payments 
section of a cash-flow document.

Transaction Receipts Payments

Interest paid on loan

Owner’s capital

Advertising

Sales revenue

Share capital

Interest received on savings

Rent

Telephone line rental

Loan repayment

Rental income on property

Insurance

Raw materials

Bank loan

4. What does the net cash flow show?

5. How is the opening balance calculated?

6. How is the closing balance calculated?

7. Explain what the closing balance shows.

8. Discuss whether having a minus figure as the closing balance is a problem for a business.

Ans. p. 217
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9. Recommend a solution to a business that has a negative closing balance for one or more months of a year. 
Justify your decision.

10. ‘Having a large closing balance is a very good outcome for a small business.’ Discuss the extent to which you 
agree or disagree with this statement, justifying your views.

11. Fully explain why you should never use the term ‘profit’ when analysing a cash-flow document.
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BUSINESS STUDIES 1.5 Internally assessed 
3 credits

Investigate aspects of human resource processes in a business

Chapter 5 – Human resources in a business
The internally assessed Achievement Standard 90841 (Business Studies 1.5) requires you to identify and discuss 
the processes a suitable small business uses to recruit employees. Recruitment is an important aspect of a firm’s 
management of its human resources, meaning its employees. HR is the abbreviation used for human resources.

The standard requires an investigation. This means you will need to interview an owner/manager involved in the 
recruitment process, and to explain how and why the business uses each of the following recruitment processes.

Job analysis
Job descriptions
Person specifications
Different methods of advertising positions
Screening and short-listing of job applicants
Interviewing and testing of applicants
The offer and acceptance process
Induction of new employees

Introduction
You have learned about the four factors of production: land, labour, capital and enterprise. A firm’s labour 
force – its employees or human resources – are critical to the success of the business.

Activity 5A – Make or break?
Briefly write about an example of a ‘make-or-break’ situation in which one or more of a firm’s workers strongly 
influenced your perception of the business and influenced your decision to continue to support (or not support) 
the firm. You do not need to name the business but must give an indication of its nature.

Type of business: 

My experience was a ‘make’  or ‘break’  situation.

Description of what happened in the situation:
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The workforce
The quality and effectiveness of a business are 
determined by the quality of the people who are 
employed. Business success largely depends on 
finding staff members with the skills to effectively 
perform the work needed to achieve the firm’s 
goals. The group of staff members is known as the 
workforce. The questions that business owners 
need to ask are shown in the diagram alongside.

Human Resource (HR) functions
Some businesses have a human 
resources department with 
specialist staff who cover the 
many aspects of HR. In smaller 
firms these functions have to be 
performed by the owner or manager, 
or by paying agencies outside the 
business to recruit staff and manage 
employment issues.

The focus of this internally assessed achievement standard, AS 90841 (Business Studies 1.5), is recruitment.

In Chapter 3 you learned that recruitment is the 
process of analysing the need for an additional 
employee, attracting potential applicants, 
selecting the most appropriate candidate, and 
getting the person settled into the job. The steps 
in the recruitment processes are summarised in 
the diagram alongside.

Businesses employ workers for a number of 
reasons, for example:

to increase the workforce because of 
expansion, new products or new markets
to replace employees who leave for a range 
of reasons – to take up other employment, 
to retire, to take maternity leave, because 
they have been promoted or have been 
dismissed
to be able to get staff members with 
particular skills; for example, experience 
with new technology.

The movement of staff into and out of a business is known as staff turnover.

How will we achieve these objectives?

What are our business objectives?

What does our workforce need to be
like in order to achieve these objectives?

Human resource
functions

Payroll

Recruitment

Staff development

Health and safety

Industrial relations

Offer and acceptance

Interview and testing

Induction

Screening and shortlisting

Advertise

Write job description and person specification

Job analysis
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ANSWERS  

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

Achievement Standard 90837 
(Business Studies 1.1)
Activity 1A –  Needs and wants satisfied 

by businesses (page 2)

Business 
name Business activity The need or want the 

business has satisfied

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 fizzy 
drink at interval Luxury food – a want

Activity 1B –  Business activity (page 3)

1. Examples: cellphones, internet access, holidays, food.

Activity 1C – Types of entity (page 4)

Example Private 
sector

Public sector
Not-for-profitLocal 

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

Activity 1D – 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.
 

buy are all made in China and cost less than New Zealand-
made shoes used to cost.

 
online.

 b.
and activities so we now employ a cleaner.

 
 

started using Green Acres to mow the lawn once a fortnight.
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Activity 1F –  Advantages and disadvantages of business 
partnerships (page 11)

1. Benji is probably working longer hours than Lapi. He is doing physical 
labour, sometimes in extreme weather conditions. The partners could 
keep a record of the hours they work and pay themselves an agreed 
wage per hour. Their wage payments may differ but they would be 
direct rewards for the partners’ individual efforts. They could still share 
the end-of-year profits equally.

2. Risks
 a.  If Lapi is the only one of the two partners who knows about 

invoicing clients, making payments etc., Benji could be unaware 
of the cashflow situation or the partnership’s financial position. 

 b.  Benji is the person who has direct contact with clients. The 
business could suffer if the quality of his work is poor or if he 
does not have a good relationship with customers.

 c.  If one of the partners became ill and was unable to work for a 
period, or was away on holiday, their side of the business would 
suffer.

 Advice
  I would recommend that each partner spends time learning the other 

partner’s work. They could still take responsibility for their areas of 
strength but each would gain an understanding of what the other 
does. If necessary, Benji would be able to cover for Lapi and vice versa.

3. a.  Impact on Benji: Benji’s poor decision or carelessness has 
cost the business several hundred dollars. If the business has 
insufficient money to pay this, he and Lapi will need to use their 
personal money to share the cost. This is likely to cause friction 
between the two friends.

 b.  Impact on Lapi: Although he was not part of the decision to 
use weedkiller, Lapi has to share responsibility for the cost of 
fixing the problem. He is not likely to be happy about this.

 c.  Financial impact on Garden Marvels: The business loses 
income.

 d.  Non-financial impact on Garden Marvels: The reputation 
and therefore sustainability of the business may be affected.

Activity 1G – Being enterprising (page 15)

Resilience [ 4 ]Self-belief [10]

Resourcefulness [ 6 ]Being a risk-taker [ 8 ]

Initiative [ 9 ]Motivation [ 7 ]

Vision [ 1 ]Passion [ 3 ]

Determination [ 2 ]

Openness to advice [ 5 ]

Characteristics of
an entrepreneur

Activity 1H – Innovation (page 16)

Answers could include:
3D printer
Computer tablets
‘My Food Bag’ (ingredients and recipes delivered to homes)
MOOCs (massive open online courses)
Daily deal websites

Activity 1I –  Research, enterprise and 
entrepreneurship (page 17)

2. Kaytlyn: No, Kaytlyn is not an entrepreneur. Kaytlyn has not risked capital 
and does not have to buy stock or pay ongoing expenses. Many people 
do what Kaytlyn is doing. She has not come up with any original idea.

 Josh: Yes, Josh is an entrepreneur. He is doing something innovative 
by recycling old jeans. He has to spend money on denims, wages and 
rent so is taking a risk.

Activity 1K – Setting goals (page 22)

1. Specific

States what needs to 
be achieved: open 

accounts

Measurable

Target is a number 
value: 48 business 

accounts to be opened

Achievable

Opening 8 accounts 
a month is an 

achievable target
Between 1 March and 30 August, open accounts with a 

further 48 business clients for the supply of roasted coffee.
Relevant

Target is in keeping 
with firm’s goal of 

increasing distribution 
in the local area

Timed
Target is to be met 
by a specific date, 

30 August

2. a.  Wiremu is setting goals, but is taking one step at a time, 
expanding the coffee supply of his business before expanding 
the café brand.

 b. He has employed someone with the skills that he lacks.

 c. He is using and taking advice from a business mentor.

3. The target of 48 clients over six months represents eight new clients 
a month, or two a week, which is a measurable sales target for Jed.

4. a.  Advantage: It is good that Jed knows the minimum expectation 
he is to achieve so that both he and Wiremu can assess his 
performance.

 b.  Disadvantage: If Jed does not find it difficult to sell, he may stop 
making an effort once he has signed on 48 new clients. However, 
being paid commission might motivate him to exceed the target.

Activity 1M – Market research methods (page 26)

Primary or Secondary? Appropriate 
research example

A Young Enterprise 
group based at a 
Christchurch high 
school wants to 
design a phone app 
to inform the school’s 
teens of when and 
where live music 
bands are playing.

Primary

Survey Year 13 
students, as they 
might be the only 
ones old enough 
to go to the music 
venues.

Reason

Secondary research may 
not exist for such an app 
for use in Christchurch.

As there is a small market 
it is best to tailor the app 
to students’ specific needs.

A chocolate maker 
wishes to introduce 
a nut-free, dairy-free, 
gluten-free chocolate 
bar to its range.

Secondary

Look at competitors’ 
product ranges and 
at health/allergy 
data within the 
market.

Reason

Should be figures 
available on any similar 
existing products and how 
many people have nut and 
other allergies.

Activity 1N – Production process types (page 28)

Job Batch Flow
ESA, publisher of 
Learning Workbooks 
such as this one

Cadbury chocolate

A television 
manufacturer
Designing and making 
a wedding dress
Manufacture of school 
uniforms
A vehicle inspection for 
a Warrant of Fitness
Manufacture of sports 
shoes
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