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Answer all questions 

Section A: Underline the correct answer. 	 (20 Marks) 

1. How would you explain the direction of growth when a quarry owner joins his 
business with that of a building-contractor? 
a) vertical integration 
b) horizontal integration 
c) conglomerate integration 

2. A firm allocates a sum of about 60,000 Euros to spend either on the expansion of 
its premises or on the introduction of more sophisticated machinery. The choice 
falls on the expansion of its premises. What is the opportunity cost of this 
choice? 
a) The expansion of the existing premises, which could have been foregone. 
b) The 60,000 Euros sum that could have been utilized differently. 
c) The foregoing of the introduction of more sophisticated machinery 

3. Which of the following is the most essential characteristic of money? 
a) durability 
b) portability 
c) acceptability 

4. 	In a free-market economy business activities are 
a) coordinated by the government 
b) run by the private sector 
c) managed by medium sized public companies 



5. Privatization is the transfer of a business from: 

a) the public to the private sector. 

b) the secondary to the tertiary sector. 

c) the private to the public sector. 


6. Which one of the following might influence the location of a bank? 

a) near a centre of government 

b) near a centre of commerce 

c) in a suitable climate 


7. Being a "medium of exchange", money overcame the disadvantage of: 
a) the divisibility problem in bartering. 
b) double coincidence of wants in bartering. 
c) a means of deferred payment in bartering 

8. 	By means of the process of specialization by process, production: 
a) is of a better quality and unique 
b) increases at less costs per unit 
c) USeS less machinery 

9. A multi-national is a company that 
a) is sited in different countries 
b) is the single seller of a product in a market 
c) is a 100'Yo government owned business 

10. Tertiary production is divided into: 
a) trade and services to trade 
b) commerce and direct services 
c) commerce and services to trade 

Section B: Choose one of the following and explain the difference between 
them in about 5 lines (on foolscap) (5 marks) 

1. 	 Private and Public limited companies 
2. 	 Competition and monopoly 
3. 	 Memorandum of Association and Articles of Association 
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Section C: Read the following extracts and answer the questions (60 marks) 

1. IItalian company Palumbo, which runs two shipyards in Naples and Messina, 
was yesterday namedas preferredbidder for the sale of the Cospicua ship 
repair yard The government said it hadaccepted an advice by the Privatisation 
Unit to initiate talks with Palumbo for the purchase of the ship repair facility. 
Palumbo has been involved in ship repair andship conversion since 1967. /I 
Times of Malta (19/9/09) 

a) In which stage of production does Palumbo operate? Why? 

b) What do we call the process when a business is taken over by the 
government? Name two reasons why it may do this? 

c) What do we call the "sale of the Cospicua ship repair yardH by the 
government? Name two reasons why it may do this? 

d) Name 3 other businesses that have been sold off by the government to 
the private sector. 

e) The talks succeeded and Palumbo ended up buying the Cospicua ship repair 
yard. What is this type of integration called? 

3 



.", 

2. "Well then how wi'll our state supply these needs? 

It wI'll need a farmer, a builder, and a weaver, and 

also, I think a shoemaker and one or two others to ~~ 
provide for our bodl'ly needs. So that the minimum 


'IfALTH $HfLTIRstate would consist of four or five men.... " 
(Plato's The Republic) 

a) Name the three basic human needs? tl'l 

b) By referring to the text above explain what specialisation by product is. 

c) Name and explain another type of specialisation. 

d) Name 3 advantages of specialisation. 

e) Name 3 disadvantages of specialisation. 
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- ch iJ d mn's s-hces 

"Fancy working in the school community? Becoming a Twofeet franchisee could 
be just the opportunity you have been waiting for. Twofeet is the UK's only at 
school shoe fitting service, and since its launch has been going from strength to 
strength. It provides a unique business opportunity to individuals who want to 
manage their own business and its team ofprofessional shoe fitting franchisees 
provide competitively priced children's footwear: in the convenience ofa school 
environment': (http://www.franchiseworld. ~o.uk) 

1. Twofeet is a franchise. Explain what do you understand by franchising. 

2. Explain the terms franchisor and franchisee. 

3. Name 3 advantages of being a franchisee. 

4. Name 3 disadvantages of being a franchisee. 

5. What are royalty payments? 
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4. 	 In a small, primitive viI/age, one of the traders has a surplus of hides w,. 
he intends to exchange with another trader for some kilos of vegetables. 

a) 	What would you call this system of exchange? 

b) Mention 2 items that were used as money when notes and coins were not 

yet available. 

c) This system seems easy, but in reality it is associated with a number of 

problems. List 3 disadvantages that this system is likely to have. 

d) For something to be considered as money, it must have certain qualities. 

List 3 of these characteristics. 

e) Describe three (3) functions of money. 
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Section D: Choose one of the following and answer all its questions. 
(15 marks) 

1. a) List 4 things that classify a part of a country as a problem or 
depressed region. (4 ) 

b) Describe 4 main influences on the location of business. (8) 
c) What can the government do to help? (3) 

2. a) Draw a diagram to show a computer's six main parts (9) 
b) Describe 3 uses of computers in business.-· (6) 

3. a) Describe 4 main methods of growth. (4) 
b) Explain, by giving examples, the five main types of integrations. (11) 

4. a) Define the term "economies of scale". (2) 
b) Describe 4 types of economies of scale. (8) 
c) What are diseconomies of scale? Give an example. (2) 
d) Small business cannot enjoy economies of scale. So, why do they 

still exist? (3) 

THE END 
GOOD LUCK 
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