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Answer all questions 

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

1. The main aim of any private business is to 
a) increase the market share 
b) survive 
c) make a profit 

2. Diseconomies of scale arise when 
a) the benefits of large-scale production lead to a lower average cost 
b) there are internal economies of scale 
c) an increase in the size of the firm leads to less efficient production 

3. The location of a business requiring the importation of heavy raw material is best: 
a) near the market or "market pull" 
b) in the vicinity of a port 
c) where there is plenty of water 

4. 	Small firms survive because: 
a) their markets are small and their product range is very wide. 
b) They offer a personal service and serve niche markets. 
c) They can compete with large firms through bulk-buying and discounts. 

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. 
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6. Which of the following form part of the primary stage of production 
a) Farming, fishing, woodcutting 
b) Mining, oil drilling, oil refining 
c) Wood processing, carpentry, cement production 

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. 	 Capital goods include 
a) A dishwasher used at home. 
b) A personal computer. 
c) A fridge in a restaurant. 

9. 4. A Marsalforn fishmonger decides to amalgamate his business with that of 
a Victoria fishmonger. This is a form of: 
a) vertical integration. 
b) horizontal integration. 
c) lateral integration 

10. The following form part of the private sector of the economy 
a) A sole trader, a private limited company, a public limited company 
b) A partnership, a producer co-operative, a public corporation 
c) A consumer co-operative, a sole trader, a government department 

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

1. 	 Nationalisotion and Privatisation 
2. 	 Choice .and Opportunity cost 
3. 	 Memorandum of Association and Deed of Partnership 
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Section C: Read the following extracts and answer the questions (60 marks) 

1. 12 years ago, Judge Thomas Jackson of the U.S. District Court of 
Washington, D.C., officially declared Microsoft a monopoly. Microsoft is still a 
monopoly, using its Windows operating system to affect what PC vendors include 
on their machines to squash the new competition from Google and Apple. 
(http://www.pcworld.com) 

a) What is a monopoly? How can a monopoly abuse its powers? 

b) Microsoft, Google and Apple are multinationals. What are multinationals? 

c) Name 3 main parts of a PC (personal computer)? 

d) An operating system is necessary to operate business software. Name three 
uses of computers in business. 

e) Microsoft is trying' to squash new competitiorf. How can a monopoly do this? 
Name at least 3 barriers to entry in the market? 
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2. In 1998, American Automaker, Chrysler Corp. merged with German 

®
Automaker, Daimler Benz to form DaimlerChrysler. This had all the 
makings of a merger of equals as the chairmen in both 
organizations became joint-leaders in the new business. The 
merger was thought to be quite beneficial to both companies as it 
gave Chrysler an opportunity to reach more European markets and 

* 
Daimler Benz would gain a greater presence in North America. It 
would also result in economies of scale as regards advertising. 
(http://www.investopedia.com ) 

a) In which stage of production would Daimler Chrysler be situated? 

b) What is the difference between a merger and a takeover? 

c) What type of merger is this? Explain. 

d) Name 3 other types of mergers (or takeovers) 

e) What are economies of scale? Give an example. 
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3. _ w_r:!5}l,- <he E'_n.D 
"Cafe2U launched in 2005 and was the first mobile cafe franchise to take 

quality espresso coffee and hot drinks direct to its customers. Cafe2U has over 
180 franchises worldwide. Our tried and tested methods, together with your 
own dedicated franchise launch coach, ensure that your business gets off to 
the best possible start. (Startup Costs: $30,000 - $112,100) This guarantees 
that our franchisees are much more prepared for running their own business 
than an independent business owner. (http://www.entrepreneur.comlbusiness-opportunities) 

a) cafe2u is a franchise. Explain what do you understand by franchising . 

b) Explain the terms franchisor and franchisee. 

c) Name 3 advantages of being a franchisee. 

d) Name 3 disadvantages of being a franchisee. 

e) What are royalty payments? 
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4. Mario works on his own as a plumber. He has many clients and does a lot of 
plumbing work in new houses and repairs and renovations in older houses. 
Joseph is an electrician. Like Mario he does a lot of installations in new houses 
and repairs and renovations in inhabited houses and other uSed premises. Mario 
and Joseph are thinking of joining forces and form Q partnership. 

a) What type of business I,mit does Mario have? Name two c;ldvantages of this 
type of business. 

b) Name three disadvantages of the type of business which Mario has at 
present. 

c) Name three advantages of setting up a partnership? 

d) If they set up a partnership they would still suffer from unlimited liability. 
What is limited liability? 

e) Let us assume that Mario and Joseph agree to set up a partnership. What 

effect would the death of one of them have on the partnership? 
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Section [): 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) Describe the two main disadvantages of barter. (4) 
b) Name three examples of substitute money. (2) 
c) Name the four qualities of money. (4) 
d) Explain two main functions (uses) of money. (4) 

3. a) What is direct production? (2) 
b) Explain the difference between specialisation by product and 

specialisation by process. (4) 
c) Describe two advantages of specialisation. (4) 
d) Describe two disadvantages of specialisation. (4) 
e) Name one limit to specialisation. (1) 

4. a) What are the 3 basic economic questions that each country faces? (3) 
b) Explain two features of a free economy. (4) 
c) Explain two features of a planned economy (4) 
d) What is a mixed economy? Name two countries that have a mixed 

economy (4) 

REVISE YOUR WORK 
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