Exercise walk-through

Introduction to Business: What
Do Businesses Do?

GAC Business



Business |I: Explain Decisions with Evidence and Accounts

Know which financial document answers the question

Document

Time basis

Question it answers

Income statement

Balance sheet

Cash forecast

A period

A particular
date
Future timing

What revenue and expenses
produced profit?

What resources, obligations and
owner interest exist?

Will receipts cover payments
when due?




Business |I: Explain Decisions with Evidence and Accounts

Define and review a measurable service objective

Turn “improve service” into an objective

Reduce median lunch wait from eight minutes to five within six weeks.
Use a consistent observation method and name who collects and reviews the results.

Also check complaints, orders served and staff workload. Faster service alone does not
establish a better business.



Business |I: Explain Decisions with Evidence and Accounts

Law, contracts and employee relations have distinct roles

Source or process What it establishes

Applicable law Requirements in the actual jurisdiction; check
current official sources for a real case.

Contract Agreed terms, not a replacement for law.

Employee relations Hear both sides, check records and use the agreed

dispute process.

Use the evidence

A written policy alone proves neither fair treatment nor legal compliance.
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Exercises 2.1:2.2

2.1 A company mines copper. State its business sector. [1]

2.2 A company turns copper into electrical wire. State its sector. [1]



GAC Business 6/10

Exercises 2.1:2.2

2.1 A company mines copper. State its business sector. [1]

2.1

o Copper mining obtains a raw material.
« Primary sector

2.2 A company turns copper into electrical wire. State its sector. [1]

2.2

e Wire production changes a raw material into a product.
e Secondary sector
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Exercises 2.3-3.1

2.3 Explain one difference between a sole trader and a limited company. 2]

3.1 A bakery plans to raise the price of a popular cake. Explain one likely effect on
customers and one likely effect on the owner. 4]
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Exercises 2.3-3.1

8/10

2.3 Explain one difference between a sole trader and a limited company. 2]
2.3
o A sole trader normally has unlimited liability : business debts can reach

personal assets.

o A limited company separates the owner’s and business’s finances, so the owner usually
loses only the investment.

3.1 A bakery plans to raise the price of a popular cake. Explain one likely effect on
customers and one likely effect on the owner. 4]

3.1

o Customers may buy fewer cakes because the price is higher.
o The owner may receive more revenue per cake, but could lose sales if customers switch.
o A clear stakeholder effect for each group earns the remaining marks.
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Exercise 3.2

3.2 The owner of a new repair shop must choose between operating as a sole trader or a
limited company. Recommend one form and justify your recommendation. [5]
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Exercise 3.2

3.2 The owner of a new repair shop must choose between operating as a sole trader or a
limited company. Recommend one form and justify your recommendation. [5]

3.2

o A limited company can protect the owner’s personal assets if the repair shop fails.
o This matters because a new shop has uncertain sales and costs.
o It can also make raising investment easier through shares.

e Recommendation: choose a limited company if limiting personal financial risk mat-
ters more than the extra administration. (E1)



