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	INSTRUCTIONS:
· This paper consists of THREE sections:

–   SECTION A:
Question 1 is COMPULSORY.

–   SECTION B:
Answer any TWO questions in this section.

–   SECTION C:
Answer any THREE questions in this section.

· Do not answer more than SIX questions.

· Read the questions carefully.  Ensure that your answers are neatly and systematically arranged.  Plan the length of your answers according to the marks allocated.

· Number each question in accordance with the numbering system used in this question paper.


	


	SECTION A
	


	QUESTION 1

COMPULSORY
	


	Select the correct answer and write down only the appropriate letter next to the corresponding question number.
	


	1.1
The concept unlimited liability means that
	


	A. the law distinguishes between the owners and the enterprise.

B. in the case of liquidation the personal belongings of the owners will also be sold in order to settle the debts.

C. the assets of the enterprise belong to the business.

D. in the case of liquidation only the assets of the business will be sold to pay the creditors.
	


	1.2
The following are advantages of general partnerships:
	


	(i) The combination of capital strengthens the financial position.
(ii) Partnerships work with their own money and are free of legal restrictions.
(iii) To increase or decrease capital is an expensive process.
(iv) Partnerships do not need to dissolve when a partner dies.
(v) Procedures involved in commencing are simple and inexpensive.
	


	
Choose the correct combination:
	


	A. (i), (ii) and (iii)

B. (i), (iii) and (iv)

C. (i), (ii) and (v)

D. (i), (iv) and (v)
	


	1.3
The following are reasons for the merging of companies and the advantages 
thereof.  Which one does not fit?
	


	A. Merging brings growth, more capital is needed, and expansion follows.

B. Losses may cause a company to amalgamate to get help.

C. Amalgamation increases risks – the risks of two companies that amalgamate are combined, and so increase the problems.

D. Two companies amalgamate to absorb the assets of the weaker company.
	


	1.4
When a bank guarantees the minimum subscription of a company, it is called
	


	A. buying of shares.

B. selling of shares.

C. underwriting of shares.

D. own capital.
	


	1.5
Which ONE of the following is the last link in the distribution channel?
	


	A. Manufacturers

B. Buying agents

C. Retailers

D. Consumers
	


	1.6 Which TWO of the following are reasons why the manufacturer strives to 

by-pass the wholesaler?
	


	(i) The need to demonstrate the goods
(ii) Bulk-breaking of big orders
(iii) Unduly high profit margins sometimes claimed by wholesalers
(iv) Wholesalers sometimes market goods under their own trademark
	


	
Choose the correct combination:
	


	A. (i) and (iii)

B. (i) and (ii)

C. (ii) and (iv)

D. (iii) and (iv)
	


	1.7
When choosing advertising media the advertiser must take the following 
points into consideration.  Which one is unnecessary?
	


	A. The advertising rates charged for every medium
B. The size of the circulation of the medium
C. The inflation rate
D. Which newspaper is read the most by consumers who buy the product
	


	1.8
Selling agent
	


	(i) sells the goods within a specific territory.

(ii) sells products of different manufacturers.

(iii) has limited authority to determine prices and terms of sale.

(iv) acquires ownership of goods he wants to sell.
	


	
Select the correct combination from the following:
	


	A. (i), (ii) and (iii)

B. (i), (iii) and (iv)

C. (ii) and (iv)

D. (ii) and (iii)
	


	1.9
Which is the most important form of short-term loans in South Africa?
	


	A. Mortgages

B. Overdrafts
C. Long-term loans

D. The selling of shares
	


	1.10
Which one of the following influences the liquidity and gearing of a business?
	


	A. The kind of capital and amounts needed
B. The size of the business
C. The profits of the business
D. The growth rate that is planned
	


	1.11
Which one of the following is an advantage of the decentralisation of 
administrative activities?
	


	A. Specialisation is possible.
B. Standardised work procedures may be followed.
C. Sound human relations are promoted.
D. Qualified workers are always available.
	


	1.12 Which one of the following working capital ratios is the best for good current asset management?

Working capital = Current assets : Current liabilities
	


	
A.
4 : 1


B.
3 : 1


C.
1 : 1


D.
1 : 3
	


	1.13
Which one of the following is incorrect for fidelity insurance?
	


	A. Employees pay the premium.

B. Theft and embezzlement by employees.

C. The employer applies for this insurance.

D. Covers losses that are the result of dishonesty by employees.
	


	1.14
Which one of the following product specifications is done first?
	


	A. Detailed description of what must be manufactured
B. Description of the production process
C. Complete sketches
D. Directions
	


	1.15
The manager of the financial function will strive to do the following:  Which one 
influences gearing?
	


	A. More profit

B. More own capital

C. Less borrowed capital

D. Better cash flow
	


	1.16
Which one of the following critical questions asked during planning, determines 
mission?
	


	A. Why must the plan be executed?

B. What is the core activity of the enterprise?

C. How is the plan going to be executed?

D. Who will participate in these activities?
	


	1.17
The following calculation must be made to determine the primary production 
cost of a product:
	


	A. Opening stock = purchases – closing stock

B. Variable labour costs + general overheads

C. Direct raw material cost + direct labour cost

D. General overheads + fixed cost
	


	1.18
Which step does not form part of the processing of information?
	


	A. Processing of text in readable format

B. Filing of information

C. Retrieval of information

D. Identifying the target market
	


	1.19
Which one of the following is not a function of the Stock Exchange?
	


	A. The Stock Exchange invites the public by means of a prospectus to buy shares.
B. Is a link between the entrepreneur and the investor.
C. Reflects the economic conditions in the country.
D. Share prices are published daily.
	


	1.20
Which one of the following is not mass-produced?
	


	A. Soap

B. Cars

C. Pencils

D. Wedding cakes
	20x3=(60)


	TOTAL FOR SECTION A:
	[60]


	SECTION B
	


	Answer any TWO questions in this section.
	


	QUESTION 2
	


	Discuss the different levels of management and the decisions made at each level.  Also indicate how the elements of management, namely motivation, disciplinary action and communication, influence and assist the managers in any business.
	[80]


	QUESTION 3
	


	Lever Brothers gave a brief to their marketing department to produce a laundry soap specifically targeted at a rural market characterised by inhabitants doing washing along river banks.  In answer to the brief the marketing department came up with Sunlight brick soap.
	


	In view of the above statement, discuss the steps (stages) in product design and development, the advertising media with special reference to their strengths and weaknesses and the basic channels of distribution of Sunlight soap.
	[80]


	QUESTION 4
	


	When calculating the cost of manufacturing a 4X4 double cab vehicle, all the cost components must be taken into consideration.  Name and discuss each production cost component.  In conclusion, discuss reasons why the cost of a product is so important to the manufacturer as well as to the consumer.
	[80]


	QUESTION 5
	


	You recently acquired money amounting to R50 000 from your grandmother.  You have decided to open a business with the money, but you do not know whether to open a partnership, a close corporation or a private company.
	


	Discuss the differences and the disadvantages of these three concerns which will guide you in your final choice.
	[80]


	TOTAL FOR SECTION B:
	[160]


	SECTION C
	


	Answer any THREE questions from this section.
	


	QUESTION 6

FORMS OF OWNERSHIP
	


	6.1
Most enterprises use a combination of own and borrowed capital to finance 
their activities.  With this statement in mind, give SIX differences between 
shareholders and debenture holders.
	(12)


	6.2
Give the differences between a sole trader and a public company with regard 
to establishment procedures, onus for liabilities, ownership; management; 
capital procurement, and continuity.
	(18)


	6.3
Compare interim and final dividends.
	(4)


	6.4
Distinguish between a holding company and a controlling company.
	(16)


	6.5
Discuss amalgamation.  Also refer to two current amalgamations.
	(10) 

[60]


	QUESTION 7

FINANCIAL FUNCTION
	


	7.1
The amount of fixed and working capital that a business requires depends on 
certain factors.  Briefly clarify this statement by explaining the factors that 
determine the amount of working capital a business requires.
	(28)


	7.2
“Financial management is an important function in any business enterprise.”  
Supply the following by taking this statement into account:
	


	7.2.1 THREE reasons for keeping cash

7.2.2 FIVE advantages of credit trading

7.2.3 SIX factors which have an influence on the profitability of stock
	(6)

(10)

6x2=(12)


	7.3
List FOUR forms of credit supply.
	(4)

[60]


	QUESTION 8

PRODUCTION FUNCTION / INSURANCE
	


	8.1
The aim of the production plan is to ensure the smooth running of production in 
an orderly, efficient and profitable manner.  State SIX functions to be 
performed in the production process.
	(12)


	8.2
Name FOUR disadvantages of mass production.
	(8)


	8.3
Name FIVE advantages of product specification.
	(10)


	8.4
You are an insurance broker and you have already discussed good faith with a 
prospective client.  Discuss insurable interest under the following headings:
	


	8.4.1 Definition

8.4.2 Requirements
8.4.3 Examples
	(4)

(6)

(10)


	8.5
Name FIVE risks which cannot be insured.
	(10)

[60]


	QUESTION 9

MARKETING FUNCTION / MANAGEMENT FUNCTION
	


	Lever Brothers is a leading manufacturer in the South African economy.  
Answer the following questions.
	


	9.1
When the company was first launched, Lever Brothers’ marketing manager 
decided on the type of products to be 
marketed.  Name, define  and in each 
case give an example of the options 
he/she had in making his/her final 
choice.
	(20)


	9.2
Give FIVE reasons why you think Lever Brothers included the direct selling 
method in its distribution mix.
	(10)


	9.3
One of Lever Brothers’ outlets for the company’s products, Pick ’n Pay, 
decided to review their internal publicity.  State what Pick ’n Pay actually 
reviewed and improved.
	(12)


	9.4
Lever Brothers intends to control a few retailers in their distribution channel.  
Name THREE methods the company can adopt to achieve this objective.
	(6)


	9.5
Mention SIX advantages of line and staff organisational structure.
	(12) 

[60]


	QUESTION 10

ADMINISTRATIVE FUNCTION / ENTERPRISE AND ITS ENVIRONMENT/ MANAGEMENT FUNCTION
	


	10.1
The administrative function deals with the management of information.  The 
choice to centralise or decentralise will to a great extent be determined by the 
nature and circumstances of the particular business.
	


	10.1.1 
Discuss FIVE factors which can play a role in the decision to 
centralise or decentralise.

10.1.2 
Name FOUR advantages of centralisation.
	(20)

(8)


	10.2
In their search for profits, businesses constantly try to improve their ideas, 
methods and products.  How does the South African Bureau of Standards help 
businesses in this regard?
	(12)


	10.3
A stock exchange is an association of persons and businesses which is 
established to trade in shares and stocks, in accordance with fixed rules.  List 
the services (functions) of the Stock Exchange.
	(12)


	10.4
What is the relationship between the mission, objective, policy and strategy of 
a business enterprise?
	(8)

[60]


	TOTAL FOR SECTION C:
	[180]


	TOTAL:
	400
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