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 Section A: Choose the correct answer.                                                (20 marks) 
 

a) Tracy decides to buy a new laptop worth 700 euros instead of an ipad. The 

opportunity cost is  

a) The ipad 

b) The new laptop 

c) The 700 euros 

 

2. A free economy is a type of economic system where 

a) There is no private ownership of land and capital. 

b) The government fixes all prices of goods and services. 

c) There is a lot of competition. 

 

3. Which one of the following is an advantage of specialisation? 

a) Repeating a single task may become boring. 

b) Jobs become simpler and easier to learn. 

c) Slow workers may be unable to keep pace with others. 

 

4. When work is divided into several smaller tasks it is an example of:- 

a) Specialisation by process 

b) Specialisation by product 

c) Indirect specialisation 

 

5. Which one of the following is a disadvantage of a private limited company. 

a) They find it easier to borrow money 

b) Annual accounts re open to public inspection. 

c) They have limited liability. 

 

 

 



6. When setting up a limited company, it is necessary to first draw up a:- 

a) The articles of association 

b) The memorandum of association 

c) Prospectus 

 

7. Enemalta Corporation only can sell electricity in Malta. This is an example of :- 

a) Perfect competition 

b) Duopoly 

c) Monopoly 

 

8. Construction of new buildings is an example of a:- 

a) Primary industry 

b) Secondary industry 

c) Tertiary industry 

 

9. Economies of scale, or advantages of size occur when:- 

a) cost of producing each item is falling 

b) cost of producing each item is rising 

c) the business is saving on electricity bills.  

 

10. A company which is owned by its workers is called:- 

a) a public corporation 

b) a co-operative 

c) a partnership 

___________________________________________________________________ 

 

Section B: Draw and explain a chain of production for a particular product.  (5 marks) 

                

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________ 

 



Section B: Read the following extracts and then answer the questions that follow:- 

 

1. Based at Malta International Airport, Lufthansa Technik Malta, as this venture is 

known, is backed by the Lufthansa Technik Group that has global network of 30 

subsidiaries and affiliates and employs over 26,000 employees worldwide, with 

an annual turnover of over 4 billion euros.  It serves of over  2000 contracted 

aircraft and more than  700 customers worldwide.         

Source: http://www.ltm.com.mt 

a) What do we call a company spread in many countries? 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

b) Name one advantage to Malta of such companies setting up here. 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

c) Name one disadvantage to Malta of such companies setting up here. 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

d) Name disadvantage to Lufthansa Technik of being such a large business. 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

e) Name another company which  is spread in many  countries. 

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 



2. For over 40 years Big O Tires has put its mark on the industry, and now is your 

opportunity to do the same. By providing its franchisees with a huge selection of 

major brand and private label tires at great prices, along with some of the best 

warranties in the business, Big O is changing the way people buy tires.                                                                              

Source: http://www.franchise.org 

 

 

 

 

 

a) Big O Tires is a franchising business. What is franchising? 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

b) Explain what a franchisor is and give one advantage of being a franchisor. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

c) Explain what a franchisee is and give one advantage of being a franchisee. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

d) Name one disadvantage of being a franchisee. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

e) Name 3 other famous franchisees that are found in the world. 

________________________________________________________________

________________________________________________________________

_______________________________________________________________ 



3. Microsoft has launched an audacious $44.6bn (£22.4bn) bid for internet rival 

Yahoo in a deal designed to create an online advertising powerhouse to rival 

market leader Google. Microsoft, which came late to the internet advertising 

market, is offering Yahoo shareholders $31 a share.     Source: http://www.guardian.co.uk 

 

 

 

a) Is Microsoft proposing a takeover or a merger? Explain. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

b) What type of integration is this (lateral or horizontal)? Explain. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

c) Explain a good reason why Microsoft may want to take over Yahoo. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

d) Name and explain another type of integration not mentioned in question (b). 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

e) Yahoo can be taken over easily because it is a public limited company. Why is 

this? 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 



4. Following graduation, Bill Hewlett and Dave Packard went on a two-week 

camping trip. Spending two weeks in the woods helped become close friends. 

Shortly after, with the encouragement of Stanford professor Fred Terman, they 

started HP.Their partnership worked as Hewlett and Packard were best friends 

with similar strengths and managements styles; they complimented each other.  

Source: http://www.businessinsider.com 

 

 

a) State 3 reasons why Hewlett and Packard decided to set up a partnership. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

b) Before setting up in partnership they need to write an important document. What 

is it called? 

________________________________________________________________

________________________________________________________________ 

c) Name 2 things found in this important document. 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

d) What disadvantages are there in setting up a partnership? 

________________________________________________________________

________________________________________________________________

________________________________________________________________ 

e) Later on Hewlett and Packard set up a limited liability company.  

________________________________________________________________

________________________________________________________________

________________________________________________________________ 



Section D: Answer one of the following questions and answer all its parts. (15 marks) 

1. a) Explain 5 factors affecting location of industry. (10) 

b) Name 3 incentives the government can offer to firms locating in Malta. (3) 

c) Name a government entity that helps firms to locate in Malta. 

 

2.   a) Draw a labelled diagram of a computer’s main parts (7) 

      b) Name and explain 3 uses of computers in business (6) 

      c) State one disadvantage arising from rapid technological change. (2) 

 

3.   a) What is direct production? (2) 

      b) Explain the major disadvantage of barter. (3) 

      c) Name the 4 qualities of money (4) 

      d) What are the 3 main functions of money? (6) 

 

 

 

 

 

 

 


