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A) Fill in the blanks 

In a (1) ___________________ economy, all the (2) _____________________ are owned by the 

State. In these economies, decisions on what to produce, how much to produce and for whom to 

produce is taken by the (3) ___________________________. 

These economies are also called (4) _________________ economies. Only one sector exists and that 

is the (5) _________________ sector. The main advantages of this economic system are that the 

resources are used to produce only those goods and services which are needed by the (6) 

________________________ and thus eliminate wasteful (7) __________________________. 

Equal (8) ____________________________ of income and wealth is possible. On the other hand, 

due to the lack of competition, firms may lose their (9) _________________________ and there 

may not be optimum utilization of resources. There is less freedom of choice for the consumers, as 

most of the (10) ________________________ decisions are taken by the government. 

command – community – competition – distribution – efficiency 
government – planned – production – public – resources 

 

B) Does limited liability make it easier or more difficult for companies to attract new shareholders? 

Why? 

C) Mark Smith is a sole trader making handcraft products. Suggest three reasons why he might want 

to become a limited company. Explain your answer. 

D) What are the benefits of a partnership?  

1. There are two or more businesses agreeing to work together to achieve a single task 

2. Costs are divided and risks are more spread out 

3. Capital can be obtained from all partners. Shared responsibilities and partners can specialize in a 

certain task 

4. Legal matters to attend. Accounts must be shown to the general public. There is a split between 

ownership and control 

 

E) What are the advantages of joint ventures?  

1. Profits must be shared. Disagreements on decisions may occur. The two parties may have 

different ways of running a business 

2. Shares cannot be sold to the general public. Legal matters to attend to. The accounts of the 

company have to be shown to the public 

3. Poor management may lead to a bad reputation for the whole business 

4. Costs are divided and risks are more spread out 

 

F) What is a franchise?  



1. Sole trader, partnership, private limited companies, public limited companies, and cooperatives 

2. A business that is based upon an existing successful business using its brand names, trading 

methods, logos, etc 

3. Two or more businesses agreeing to work together to achieve a single task 

4. A business that is owned and operated by a single person 

 

G) What are the disadvantages of a public limited company?  

1. Profits must be shared, disagreements on decisions may occur, the two parties may have different 

ways of running a business 

2. No limited liability, no continuity, no separate legal identity 

3. Legal matters to attend to, accounts must be shown to the general public, and there is a split 

between ownership and control 

4. Costs are divided and risks are more spread out 

  

H) What are the disadvantages of a sole trader?  

1. No limited liability, no continuity, owner has to manage all risks 

2. Profit must be shared, disagreements on decisions may occur, the two parties may have different 

ways of running a business 

3. A business that is owned and operated by a single person 

4. Much faster expansion 

 

I) What is the advantage of a franchise to the franchisor?  

1 Profit must be shared, disagreements on decisions may occur, the two parties may have different 

ways of running a business  

2. Owner in complete control, keeps all profits, incentive to work hard, easy set up 

3. Low chance of business failure, advertising is paid, important business decisions do not have to 

be made, staff training is provided, and easier to loan from the banks 

4. Much faster expansion, the franchisor does not have to manage all the outlets, all products must 

be obtained from the franchisor  
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Answer the following questions 

 

1. Explain the drawbacks of using a wholesaler. 

2. Choose three methods of transportation and explain when you would use them. 

3.  Explain two stages from the product life cycle. 

4. Using an example, explain the role of packaging. 

5. Explain, with the aid of an example, two aims of promotion. 

6. Choose two methods of primary research; explain them and say when you could use each. 



7. Using an example, explain price skimming. 

8. When would you use secondary research? What is the difference between secondary and 

primary? 

9. Compare distribution channels 1 and 2. 

10. Explain how the market price is determined and briefly explain the pricing strategies. 

 


