	IGCSE BUSINESS STUDIES



TEST ON BUSINESS OWNERSHIP

Section 1 – glossary terms

Identify the term from the definition given

	
	The statutory meeting of directors and shareholders held once a year.  The shareholders are asked to vote on various proposals that the board of directors is making about the company, but can also ask the directors questions about the business.  Shareholders may also elect members of the board of directors.



	
	A share of the profits that a company pays to its shareholders.  It is a reward for investing their money in the business.



	
	A general term for any claims on a business by people who have contributed funds to that business to allow it to acquire assets.  A share in the ownership of the business or an asset.



	
	The human factor of production.  The payment made for the use of this factor of production is wages.



	
	A type of business organisation that is owned by shareholders.  The shareholders have limited liability.   Can be private or public.



	
	A company that does not issue share on the stock market and where only certain individuals can purchase the shares.



	
	Intangible, non-physical products produced for households.  They are usually consumed at the time of purchase, for example, a haircut, although for some i.e. holidays, consumers may be asked to pay in advance.



	
	Someone who has a part-ownership of a company by holding a number of shares in return for providing some capital for the company.



	
	The provision of services, which helps to support the other two sectors of the economy.  This sector includes professional services, administration, transport and distribution.



	
	A form of liability in which the owners of a business are personally responsible for all the losses of the business irrespective of the amount of capital they have invested in it.  This is true of sole traders and partnerships.
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Section 2 – Fill in the blanks

Complete the sentences, which are well known facts about types of business ownership.

a)
An Annual Report is issued by a ________________  company, which contains written and financial statements about the progress of the company in the previous financial year.  This is to ensure that the ____________________  receive some information on an annual basis.

b)
Division of labour is a system of ________________________ in tasks.  In an economy, resources are employed to do different tasks in order to increase the productivity of the economy.  

c)
_____________________ is a method of selling that has become popular in the retail sector.  A large company gives permission to a person to market their product in a certain area in return for that person paying a sum of money to use the product name.  Examples are McDonalds and Benetton.

d)
The Managing Director is the person appointed by the ____________ of __________________ to be responsible for the management team that runs a business on a day-to-day basis.  

e)
The private sector is that part of a _____________  economy in which private individuals make decisions about what to produce, how to produce and where to produce based on free market information.

f)
All business decisions involve an element of risk, because there are a number of possible outcomes from a decision.  An _______________________  is a risk taker.

g)
Rent is the reward paid to the owners of  _______________ as a factor of production used in economic activity.  

h)
A sole trader is type of business organisation where one person is the owner and where that person is responsible for the decisions of the business.  They have _____________________  liability.

	DIRECTORS
	LAND
	SHAREHOLDERS

	SPECIALISATION
	UNLIMITED
	MIXED

	ENTREPRENEUR
	LIMITED
	FRANCHISING

	BOARD
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Section 3 – Multiple choice

Place a tick in the box you believe contains the correct answer

1)
The person who buys the right to use the name of another business is a:

	
	Tick if correct



	Franchisor


	

	
	

	Shareholder


	

	
	

	Managing Director


	

	
	

	Franchisee


	


2)
An economy of scale occurs when:

	
	Tick if correct



	The government makes all the decisions about what to produce


	

	
	

	A firm produces a large amount of output at a smaller average cost


	

	
	

	A firm moves from the primary to the secondary sector


	

	
	

	Where employees are made redundant and output decreases


	


3)
Which of the following is NOT a factor of production?

	
	Tick if correct



	Land


	

	
	

	Labour


	

	
	

	Opportunity Cost


	

	
	

	Enterprise


	


4)
Which of the following is NOT true about partnerships?

	
	Tick if correct



	They are comprised of 2 – 20 people


	

	
	

	At least one partner must have unlimited liability


	

	
	

	Another name for a sleeping partner is a silent partner


	

	
	

	A partnership agreement MUST be drawn up


	


5)
Which sector of the economy is run by the government?

	
	Tick if correct



	The private sector


	

	
	

	The public sector


	

	
	

	Public Limited Companies


	

	
	

	The voluntary sector


	


6)
Which of the following is NOT a feature of a Public Limited Company?

	
	Tick if correct



	All of the shares can be held by one individual


	

	
	

	Anyone can buy shares – not just invited investors


	

	
	

	They tend to be large companies


	

	
	

	Shares can be bought on the Stock Exchange


	


7)
Which TWO of the following is NOT in the primary sector?

	
	Tick if correct



	KOC (Oil extraction)


	

	
	

	Nokia (Mobile telephones)


	

	
	

	KDD (Dairy)


	

	
	

	NBK (Banking)


	


8)
Which of the following is in the secondary sector?

	
	Tick if correct



	Gold mining 


	

	
	

	Manufacturing gold jewellery 


	

	
	

	A jewellery shop


	

	
	

	Insurance


	


9)
Which of the following is an advantage of franchises to the franchisor?

	
	Tick if correct



	They get to use the name and logo of a famous company 


	

	
	

	They must pay a percentage of the businesses sales  to the franchisee


	

	
	

	They get to expand quickly with little or no capital outlay themselves


	

	
	

	The franchisee cannot change the products they sell or their prices 
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