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Activity 3: Extension answers
Mike and Susie run a horticultural machinery dealership as a partnership. Susie wants to expand the business into bigger premises, but Mike doesn’t.
Choose one AO1, one AO2 and one AO3 question to discuss in your groups.
	AO1
Knowledge and understanding
	AO2
Applying knowledge to the case study
	AO3
Analysis and evaluation

	State one reason why partners may disagree about expanding into larger premises.
One partner may be concerned about the financial risk involved.
	Describe the effect of this disagreement on the day-to-day running of the business if it is not resolved.
It could delay decisions, reduce efficiency and create tension that affects staff morale and productivity.
	Discuss how this issue might be resolved.
Through compromise, such as trialling expansion on a smaller scale or by using financial data and external advice to reach a joint decision.

	List two factors a partner should consider before agreeing to business expansion.
Costs of the new premises; expected increase in sales or customers.
	Explain the consequences of one partner making decisions without agreement.
It could damage trust, cause conflict and potentially breach the partnership agreement.
	Analyse the potential risks and benefits of expanding the business in this scenario.
Benefits include increased capacity and potential profits, while risks include higher fixed costs and possible financial strain if demand does not increase.

	Explain why disagreements can occur when all partners have an equal say in decision-making.
because decisions require agreement and different priorities or risk tolerance may lead to conflict.
	Describe the process for resolving a disagreement between partners in this scenario.
Partners could review financial evidence, refer to their partnership agreement and, if necessary, seek advice from a third party.
	Give a rationale for involving a third party (e.g. accountant or legal adviser) in the decision.
A third party can provide impartial advice and expert financial or legal guidance, reducing bias and supporting fair decision-making.

	Compare expanding into larger premises with remaining in the current premises, in terms of risk.
Expanding involves higher financial risk due to increased costs, while remaining reduces financial pressure but may limit growth opportunities.
	Explain how financial information could help partners reach an agreement.
Financial forecasts and cost analysis provide objective evidence about affordability and potential returns, supporting informed decision-making.
	Evaluate what should be written into a partnership agreement to prevent similar challenges in the future.
The agreement should clearly state how major decisions are made, how disputes are resolved and what voting procedures apply, improving clarity and reducing future conflict.
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