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SECTION A                    {10 marks} 

 
Fill in the blanks with the appropriate words or terms from the list below. Each word can 
only be used once. 
 
 
 

 
      shares, shareholder, fixed,  
      dividend, debentures,  
      stockbroker, interest, sum,  
      ordinary, varies 

 
 

 

Jacob wishes to invest a ___________of money and is not certain what exactly to do. He 

visited a _____________ for financial advice. The advice given was to invest in shares 

and become a ____________. He is confused whether to buy ordinary or preference 

shares. The stockbroker explained in detail to Jacob that preference shares have a 

________ rate of dividend while ordinary shares have a dividend which _____________. 

An _____________ shareholder has voting rights during the AGM. Another option for 

Jacob is to invest in debentures. _____________are debts for a company while 

_____________ offer ownership rights. ____________ is given to debenture holders 

while __________________ is given to shareholders. 
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SECTION B Answer all questions in this section. Underline the correct answer. 
     {10 marks} 
 
 

1. A public company forms part of the: 

a. public sector 

b. private sector 

c. public service 

 
2. Stock control is carried out by the:   

a. production department 

b. purchasing department 

c. finance department 

 
3. Memorandum of Association shows 

a. the internal rules of the business 

b. the external rules of the business 

c. both internal and external rules  

 
4. The re-order level helps the business  

a. to avoid understocking 

b. to avoid overstocking 

c. to avoid both 

 
5. The government influences the location of businesses 

a. to satisfy people’s needs 

b. to reduce unemployment  

c. to increase the population 

 
6. The capital of a limited company is provided by the 

a. shareholders 

b. partners 

c. government 
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7. The word ‘limited’ at the end of an organisation’s name means    

a. capital is limited 

b. shareholders can only lose their investment and not personal possessions as 
well 

c. shareholders cannot lose the money they have paid for their shares. 

 
8. Which of the following are NOT owners of a limited liability company? 

a. ordinary shareholders  

b. debenture holders 

c. preference shareholders 

 
9. As a sole trader you need to increase your internal sources of finance , so you 

decide to: 

a. induce more taxes on the community and borrow from banks. 

b. sell more assets, reduce stock and invest surplus cash. 

c. increase capital and revenue expenditure. 

 
10.  The trading certificate is issued to 

a. retailers and wholesalers. 

b. tradesmen and craftsmen. 

c. public companies. 
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SECTION   C                         {20 marks} 
 

 
In the empty column provided, write down an appropriate term related to the statement in 
the column on the left. 
 
 
 

A tax that is paid by the retailer on behalf 

of the consumer. 

 

A business that is owned and run by the 

same people. 

 

Stock that enters the warehouse first is 

the first that is issued 

 

A cheque issued by the bank.  

 

An instuction to the bank to make fixed 

amount of payments. 

 

Plastic money which allows the holder to 

withdraw more money than is available in 

the account. 

 

A tax on spending.  

 

When a product is produced according to 

customer’s likes. 

 

 

A business that controls the market. 

 

 

A business that can be situated 

anywhere. 
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SECTION D                               {40 marks} 
 
ANSWER BOTH QUESTIONS IN THIS SECTION. 
Answer these questions on the foolscaps provided. Each question carries 20 marks. 
 
Question 1 – Read the following passage and the answer the questions that follow. 

 
IKEA is a multinational group of companies that designs and sells ready-to-assemble 

furniture (such as beds, chairs and desks), appliances, small motor vehicles and home 
accessories. As of January 2008, it is the world's largest furniture company. Since Ikea is 
such a giant company, they get their wood from a variety of suppliers. They are not 
responsible for the actual cutting down of trees, but rely on other companies to provide 
the wood for their products. According to Ellen Ruppel Shell, Ikea is the third-largest 
consumer of wood in the world and most of the wood comes from Eastern Europe and 
Russia.        http://globalcitizens.pbworks.com/ 
 

 

1. Ikea is a multinational group. Explain. (2 marks) 

 

 

 

2. Multinationals have led to globalisation. Define globalisation. (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

3. “Ikea get their wood from a variety of suppliers.” Mention two advantages of 

buying wood from a variety of suppliers.  (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

4. Mention two disadvantages for Ikea if it has overstocking of wood. (2 marks)  

_________________________________________________________________

_________________________________________________________________ 

 

5. What can Ikea do to avoid overstocking and understocking? (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

6. The cutting down of trees is a (secondary, primary, tertiary) activity. (1 mark) 

7. Ikea forms part of (primary, secondary, tertiary) production. (1 mark) 

https://en.wikipedia.org/wiki/Multinational_corporation
https://en.wikipedia.org/wiki/Ready-to-assemble_furniture
https://en.wikipedia.org/wiki/Ready-to-assemble_furniture
https://en.wikipedia.org/wiki/Bed
https://en.wikipedia.org/wiki/Desks
http://globalcitizens.pbworks.com/
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8. Is Ikea a monopoly or oligopoly? Explain. (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

9. Which method of production does Ikea use? Explain. (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

10. Mention and explain another method of production. (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

11.  Ikea should not forget about quality. Explain why this is an important factor. (2 

marks) 

_________________________________________________________________

_________________________________________________________________ 
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Question 2 – Read the following passage and then answer the questions that 
follow.                                                            {20 marks} 
 
                                

In 1965, 17-year-old Fred DeLuca and family friend Peter Buck 
opened Pete's Super Submarines in Bridgeport, Connecticut. 
With a loan from Buck for only $1,000, DeLuca hoped the tiny 

sandwich shop would earn enough to put him through college. After struggling 
through the first few years, the founders changed the company's name to Subway 
and began franchising in 1974. Subway has franchises throughout the United States 
and in 98 countries. www.entrepreneur.com 

 
 

1. Mention a business term used for the $1000. Explain. (2 marks) 

_________________________________________________________________ 
 

2. Besides taking out a loan mention two other sources of finance that Fred and 

Peter could have used. (2 marks) 

_________________________________________________________________ 
 

3. What type of business ownership did Fred and Peter set-up in 1965? (2 marks) 

_________________________________________________________________ 
 

4. Subway is a franchiser. Explain. (2marks) 

_________________________________________________________________

_________________________________________________________________ 

5. How does Subway earn money from these franchise agreements? (2 marks) 

_________________________________________________________________

_________________________________________________________________ 

6. The franchisee is the business that has set up the franchise.  TRUE or FALSE                
                              (2 marks) 

7. List two difficulties encountered when doing a franchise agreement. (4 marks) 

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 

8. List two advantages of a franchise agreement. (4 marks)    

_________________________________________________________________

_________________________________________________________________

_________________________________________________________________ 

 

http://www.entrepreneur.com/
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SECTION E                                  {20 marks} 
 
 
Choose ONE of the following topics and answer the questions about it. 
 
 
Question 1 
 
 

a. Mention and explain two sources of finance available for the private sector. (4 

marks) 

b. Mention and explain two sources of finance available for the public sector. (4 

marks) 

c. Mention two differences that exist between a commercial bank and a central bank. 

(4 marks) 

d. The expansion of a building is an example of (capital or revenue) expenditure. (2 

marks) 

e. Mention a source of finance that is used for capital expenditure and another 

source used for revenue expenditure. (2 marks) 

f. Differentiate between capital and revenue expenditure. (4 marks) 

 
 

OR 
 
 
Question 2 
 
 

a. Who can issue shares? (2 marks) 

b. Why are shares issued? (2 marks) 

c. Why do shareholders prefer to buy preference shares rather than ordinary shares? 

(3 markers) 

d. What is a prospectus? Why is a prospectus used? (3 marks) 

e. Besides a prospectus, mention another method that a company can use to issue 

shares. Explain (3 marks)  

f. Explain two functions of the stock exchange. (4 marks) 

g. Define stock exchange. Why is it important to have a stock exchange in a country?  

(3 marks)  

 


