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SECTION A                                                                                                                         [5 marks] 

 

1 mark for each correct term. 

1. That type of business in which all owners have limited risk is a limited liability company.  

The legal owners of such a business are shareholders.  In the case of a public limited 

company, the organisation can sell shares on the stock exchange.  On the other hand, a 

private limited company cannot sell shares publicly. 

 

SECTION B                                                                                                                       [10 marks] 

 

1 mark for each correct answer. 

2. (a) 3. (c) 4. (d) 5. (b) 6. (c) 

7. (a) 8. (b) 9. (a) 10. (d) 11. (b) 

 

SECTION C  [20 marks] 

 

2 marks for each correct term 

12. Specialisation or specialisation by product 13. Registrar of Companies 

14. Certificate of Incorporation 15. Economies of Scale 

16. Globalisation 17. Balance of Payments 

18. Capital expenditure 19. Nationalisation 

20. Oligopoly 21. Quota 

 

SECTION D [30 marks] 

 

22. (a) Any four of the following or any other answer deemed suitable: 

Availability of land, access to raw materials; access to power; access to water; location 

of the main markets; supply of skilled labour; transport; regional specialisation; 

government intervention.                                                                          (4 × 1 mark) 

 

 (b) Any two of the following or any other answer deemed suitable: 

 Availability of land: There must be land which is suitable for the type of 

business/industry in question.  The availability refers to both physical and legal 

availability. 

 Access to raw materials: Firms which require raw materials must find it easy to get 

the materials they require. 

 Access to power: The firms must have easy access to power.  If the energy-

generation firm cannot give supply of energy in a particular location, then the firm 

would not locate in that location. 

 Access to water: Certain firms require a considerable amount of water.  If this is not 

available in a location, then the location would not be chosen. 

 Location of the main markets: Many firms prefer to locate among their other 

competitors so that they would have the same exposure among customers.  This 

applies mostly to retail shops. 
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 Supply of skilled labour: Firms, especially manufacturing firms, need skilled labour.  

If this is not available the firm would have to incur training costs to the workers that 

would be employed and production may be retarded until workers are trained to 

become skilled. 

 Transport: Transport is important for all types of firms.  Manufacturing firms need 

good transport to deliver their materials and their goods.  They may also need good 

transport to make the transport of workers easy.  Retailers need good transport 

facilities to attract clients to visit their shops. 

 Regional specialisation: Certain areas have established themselves in certain 

industries.  Examples are Ta’ Qali which have established itself as a location for 

craft industries and areas like Marsaxlokk which has established itself as an area for 

the fishing industry and Sliema which has established itself as a centre for the tourist 

industry. 

 Government intervention: The government can intervene and give special treatment 

to firms which locate themselves in particular areas, like the agreement between the 

Maltese government and Vitalis in establishing itself in the medical sector in Gozo. 

                                                                                                           (2 × 2 marks) 

  

 (c) Any two of the following or any other answer deemed suitable: 

Central position; close to the main harbour; close to the airport; well served by transport 

facilities; there was a lot of area available.                                                  (2 × 1 mark) 

 

 (d) Any five of the following or any other answer deemed suitable: 

Geographical position (close to two continents); the size of the country reduces the need 

of long transportation; well served by a good harbour; easy access to air travel; busy and 

hard-working workers; low labour cost; availability of factories to work from; the use of 

the English language; the knowledge and skill of local workers; special conditions given 

by the local government.                                                                          (5 × 1 mark) 

                                                                            Total for Question 22: 15 marks 

 

23. (a) A franchise is an agreement where a business is licensed to use the name, logo and 

expertise of an existing, well-known and successful business.                          (2 marks) 

 

 (b) A multinational company is a company which has its head office in one country but has 

branches or factories in several other countries.                                           (2 marks) 

 

 (c) In a franchise agreement a local firm operates in the country by a license from a well-

known company [1] while a multinational company is a company which has full control 

on all its branches in all countries where it operates [1].  In a franchise agreement the 

franchisee pays the original company (the franchiser) for the license [1] while in the 

case of a multinational company, the company make an investment in the countries in 

which it operates [1].                                                                                           (4 marks) 

 

 (d) Franchiser or franchisor.                                                                                 (1 mark) 

     

 (e) Franchisee.                                                                                                         (1 mark) 

 

 (f) Any two of the following or any other answer deemed suitable: 

Well-known brand name; support from the franchiser; a franchise allows people to start 

and ruin run their own business with less risk than normal; sole rights for the franchise 

within an area.                                                                                                  (2 × 1 mark) 
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 (g) Any two of the following or any other answer deemed suitable: 

A lump sum has to be paid to the franchiser; strict rules about the way the premises are 

designed; strict rules about how the name and logo will be used; all supplies must be 

bought from the franchiser; control over the introduction of new products or change in 

existing products; the franchisee has to pay a share of the profits to the franchiser.  

                                                                                                                         (2 × 1 mark) 

 

 (h) Any one of the following or any other answer deemed suitable: 

A lump sum is received on signing the agreement; receives part of the profits of the 

franchisee; has full control on the operations of the business; can spread the name of the 

business in other countries where it is difficult for the franchiser to operate directly; a 

franchise is a way of overcoming difficulties to enter a foreign market; the franchiser 

will use the knowledge of the franchisee of the local market; the business will expand 

without having to take on many of the costs of expansion; franchisers gain economies of 

scale from bulk buying; franchisees are likely to work hard to make the franchise 

succeed since they have a financial stake in the success of the business.       (2 marks) 

Total for Question 23: 15 marks 

  

SECTION E                                                                                                                       [20 marks] 

 

24. (a) (i) Understocking is when the stock levels of the firm are not sufficient for its 

operations.                                                                                                   (2 marks) 

  (ii) Overstocking is when the stock levels of the firm are in excess of its requirements 

for its operations.                                                                                 (2 marks) 

  (iii) The maximum stock level is the greatest amount of stock that a firm should have 

in its stores at any time.                                                                     (2 marks) 

  (iv) The minimum stock level is the least amount of stock that a firm should ever have 

in its stores.                                                                                             (2 marks) 

  (v) The re-order level is that stock level at which a new order is made with the firm’s 

supplier.                                                                                             (2 marks) 

 

 (b) Materials form an important part of the cost of production of a firm [1].  Thus, strict 

stock control is important to control the production cost [1] of the firm.  This way the 

firm could be more competitive [1] without the need to raise the selling price of its 

products.  A firm should control the use and consumption [1] as well as the orders [1] of 

its materials.  If the firm understocks its materials, it could end up without the required 

materials [1] to carry on its production.  Otherwise, it will have to order in emergency 

[1] which would result in higher ordering costs [1] which will raise the cost of 

production.  In the case of overstocking, the firm could experience additional storage 

cost [1] and the materials may become damaged or outdated [1].                     (10 marks) 

                                                                            Total for Question 24: 20 marks 

 

25. (a) The government can control business organisations either by means of legislation [1] or 

by the creation of authorities [1] responsible to oversee the operations of business 

organisations.  By means of legislation, the government would lay down what is 

expected of the firms to do [1] and what would be considered as illegal to do [1].  An 

example of legislation one can mention consumer law (or competition law, employment 

law or any other law which is deemed suitable) [1].  The government can create 

authorities, giving them the power to control firms [1] and to create their own rules and 

make decisions [1].  An example of this is the Malta Financial Services Authority 

(MFSA) [1] (or any other authority deemed suitable). 

                                                                                                                   (8 marks) 
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 (b) Business organisations may also be controlled by pressure groups [1] (or other NGOs).  

Such groups could influence the people’s/market’s opinion or mentality [1] and/or they 

can also influence the government to pass certain legislation [1].  Such groups could 

include trade unions that were influential for certain labour legislation to be passed [1].

                                                                                                                   (4 marks) 

 

 (c) Business organisations are organisations formed with the prime intention to make profit 

[1].  In their attempt to earn profit and to increase their profit to maximum level, they 

may overlook certain ethical [1] and legal [1] aspects.  Some firms may not realise that 

some of their actions, although they increase their profits, are not ethically acceptable 

[1].  It may require the government or authorities [1] to make regulations and legislation 

[1] or it may require the general public to show its disagreement [1] on certain 

commercial aspects led by pressure groups.  For example, it had to be legislation to 

impose on firms that large firms much have a percentage of their work force to be from 

among disabled persons [1].                                                                               (8 marks) 

                                                                            Total for Question 25: 20 marks 

 

 

26. (a) A trade bloc is a type of intergovernmental agreement, often part of a regional 

intergovernmental organisation, where regional barriers to trade, (tariffs and non-tariff 

barriers) are reduced or eliminated among the participating states.                   (2 marks) 

 

 (b) A customs union operates free trade among member states [1] but there is one common 

external policy [1] which has to be followed by all member states.  In the case of a free 

trade association, there are no barriers to trade among member states [1] but each 

member state is free to apply its own external policy with non-member states [1] 

irrespective of the policies of other member states.                                           (4 marks) 

 

 (c) The European Union (or EU).                                                                     (1 mark) 

 

 (d) The European Free Trade Association (EFTA).                                             (1 mark) 

 

 (e) Any three of the following or any other answer deemed suitable: 

 Access to more markets – With its membership in the EU Maltese products have free 

access to the markets of other EU member states. 

 More job opportunities – With its membership in the EU, local workers have the 

right to seek work in other EU member states which may help them to further widen 

their career opportunities. 

 EU certification – Maltese products now have the certification of EU standards not 

just Maltese standards. 

 Maltese citizens have access to the European Court of Justice – If local citizens feel 

that their rights are ignored by local authorities, including the Maltese  

Courts of Justice, have the right to refer their case to the European Court of Justice, 

after having exhausted local remedies. 

 Adopting the euro – Through its membership in the EU Malta could adopt the euro 

as its currency, thus making travelling in the EU and trading (buying and selling) 

within the EU easier. 

 Support – As a member state, Malta can get support and help from other member 

states in the case of an emergency. 

 Financing of projects – Malta has obtained a lot of funds from the EU to finance 

many projects, such as road construction but not only. 

             0020 (3 × 2 marks: 1 mark for a correct advantage and 1 mark for correct 
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explanation)  

 (f) Any three of the following or any other answer deemed suitable: 

 Less control on imported goods – Malta has no power to adopt its foreign trade 

policy as it has to follow the EU policy. 

 European workers in Malta – Malta is not able to stop European workers from 

seeking work in Malta and local firms cannot be stopped from employing workers 

from other EU member states. 

 Certain Maltese laws have to be in line with EU legislation – Malta may be obliged 

to formulate its laws according to EU policy. 

 Control on the budget of Malta – Each year the budget proposed by the local 

government has to be approved by the EU. 

 Financing the EU – Malta has to give its share in financing EU initiatives and Malta 

may become a net contributor, which means that Malta would be paying to the EU 

more than it receives. 

 Common monetary policy – Through its decision to adopt the EU Malta has to 

follow the monetary policy of the ECB which may not be the best policy for the 

country. 

 Assisting other member states – Malta may be obliged to assist other member states, 

not only in case of a tragic event, such as was the case with the financial aid to 

Greece. 

(3 × 2 marks: 1 mark for a correct disadvantage and 1 mark for correct explanation) 

Total for Question 26: 20 marks 

 

 

END OF PAPER 


