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Topics for the Exam: Resources: 
 
Unit 1:  INTRODUCTION TO BUSINESS MANAGEMENT 
Lesson 1.2:  Types of Business Entities 
Difference between the private and the public sector Textbook pages 14 to 32 
Soletraders  Notes 
Partnerships 
Companies:  Private Limited and Public Limited 
Cooperatives:  financial, housing, workers, producer 
Characteristics of each one, advantages and  
disadvantages of each one 
 
Suggested activities for review: 
Practice Question page 33 
Footie Ltd stay private after ruling out float (attached below) 
 
Lesson 1.3:  Business Objectives 
Vision Statements   Textbook pages 34 to 36 
Mission Statements   Notes 
 
Suggested Activities for review: 
Student workpoint 1.6 page 35 
Student workpoint 1.7 page 36 
 
Lesson 1.5:  Growth and Evolution 
Economies of scale   Textbook pages 59 to 74 
Diseconomies of scale   Notes 
Internal growth 
External growth:  mergers, acquisitions or takeovers, 
 joint ventures, strategic alliances, franchises  
decision trees 
 
Suggested Activities for review: 
Practice Question page 75 
Case Study Jaguar Land Rover (attached below) 
Case Study Camberwell Traders (attached below) 
Case Study:  Espirit Camping (attached below) 
 
UNIT 3:  FINANCE AND ACCOUNTS 
Lesson 3.1:  Sources of Finance 
Internal sources of finance:   Textbook pages 152-164 
Personal funds 
Retained profit 
Sale of assets 
External sources of finance: 
Share capital 
Loan capital 



 
 
Overdrafts 
Trade credit 
Crowdfunding 
Leasing 
Microfinance 
 
Suggested activities for review: 
Practice question page 165 
Activity (attached below) 
EIB loans 30 million euros for research and development in aeronautics (attached below) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Lesson 1.2:  Types of Business Entities 
 
Case Study:  Footie Ltd to stay private after ruling out float.- 
Footie Ltd, the shoemaker and retailer, is to remain a private limited 
company.  The directors received overwhelming advice against converting it 
to a plc.  The company has no need of further capital to fund further 
expansion, and is now one of the world’s largest private limited companies.  
In 2004, after a decade of declining fortunes, it came within five votes of 
opting for a takeover by Shoeworks plc.  But in April this year, it announced 
annual profits up from $42.7 million to $50.8 million on sales of $825 million.  
That was its third year of record profits, reflecting its strategy of reducing its 
reliance on own manufacture and investing in its brands and shops. 
Footie Ltd is now more of a retailer and wholesaler than manufacturer, 
owning or franchising 650 shops and importing shoes from abroad.  Five 
years ago, 75% of its shoes were manufactured in Footie’s European 
factories.  Now it is just 25%, with 40% of the business based in Asia.  Jim 
Parker, chief executive, has claimed that Footie is the largest conventional 
shoe brand in the world, having sold 48 million pairs last year.  He said the 
business was expanding rapidly in nearly all markets and this growth strategy 
requires a lot of capital.  “We can continue to build the business with benefits 
or moving to lower-cost countries and with investment in our brand and 
retailing operations.” 
Despite ruling out a float, for now, the company said it would continue to 
examine “the most appropriate legal structure to meet shareholders’ interests 
on the basis of its strategy for future growth and the conditions in the 
footwear market.” 
Questions: 
1.  Explain two differences between a private limited company and a public 
limited company. 
 
2.  Is Footie Ltd in the private sector o in the public sector.  Explain your 
answer. 
 
3.  Examine possible reasons for the directors deciding to keep Footie ltd a 
private limited company. 
 
4.  Which industrial sector(s) does Footie Ltd operate in?  Explain your 
answer. 
 
5.  Analyze the main benefits to the business and to existing shareholders if 
the company did “go public”. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
Lesson 1.5:  Growth and Evolution.- 
 
Case Study.  Jaguar Land Rover 
Britain`s leading luxury car maker Jaguar Land Rover has a contract with 
Chinese company Chery Automobile to form a joint venture with a 1.1 billion 
pounds of investment in a manufacturing plant in Shanghai.  The investment 
included a research and development center and an engine production 
facility.  Models produced by the plant will be specifically tailored for the 
Chinese market. 
Questions: 
1.  Define the term joint venture 
 
2.  Explain the difference between a joint venture, a merger and a strategic 
alliance. 
 
3.  Analyze two reasons why Jaguar might have chosen a joint venture rather 
than opening its own production facility. 
 
Case Study:  Camberwell Traders Ltd.- 
Camberwell Traders Ltd is considering a move into overseas markets.  They 
are deciding between two locations:  Kazakhstan or South Korea.  Finance is 
limited so only one location can be chosen.  Market research results are 
shown in the table below.  All financial figures are in dollars. 
 
 Probability Costs/Revenues($) 
Kazakhstan   
Cost  250,000 
High Return 60% 400,000 
Low Return 40% 250,000 
South Korea   
Cost  175,000 
High Return 75% 300,000 
Low Return 25% 180,000 
 
Questions: 
a)  Define the following terms:  (6 points) 
(i)  Decision tree 
(ii)  Probability 
(iii)  Chance nodes 
 
b)  Construct a decision tree to show the options.  (6 points) 
 
c)  According to financial grounds, which option should be taken by the firm?  
(6 points) 
 
 
 
 



Case Study:  Espirit Camping.- 
Espirit Camping is a French business that operates five campsites in south-
west France.  It has experienced various changes in the camping market over 
the last few years.  People are looking for a higher-quality experience from 
their sites and want to hire lodges and fixed camping units rather than using 
their own tents and caravans. 
Espirit has the choice between investing in lodges, fixed camping units or 
upgrading and leaving the current space on their campsites for customers to 
use their own canvas and tents.  The costs revenues and probabilities of 
different outcomes are set out in the table below. 
Option Initial cost 

($000 000s) 
Net Income 
with favorable 
economy 
($000 000) 
(0.3) 

Net Income 
without 
favorable 
economy 
($000 000) 
Probability 0.7 

Invest in new 
lodges 

1.9 5.1 2.2 

Invest in fixed 
camping unit 

1.1 1.8 1.6 

Leave current 
space for 
campers 

0.2 0.6 0.5 

Questions: 
1.  Construct a fully labelled decision tree to show the different options open 
to Espirit including the costs, revenues and probabilities of each option. 
 
2.  For each option, calculate the expected value less the initial cost and state 
which option should be chosen on a financial basis. 
 
3.  Evaluate the usefulness of the decision tree approach to Espirit in making 
its decision. 
 
 
Lesson 3.1:  Sources of Finance.- 
Activity 
In each of the following cases, explain briefly why internal sources of finance 
might be unavailable or inadequate: 
a) Business A needs to pay creditors after a period of making losses and the 
value of its assets has fallen 
 
b)  Business B has expanded rapidly, which requires expenditure several 
times greater than current profits 
 
c)  A retailing business purchases additional inventories (stocks) just before a 
major national festival 
 
 
EIB loans 30 million euros for research and development in 
aeronautics.- 
A French company specializing in high precision screws and other fasteners 
for the aeronautical industry has applied for and been granted – a massive 30 



million euros loan by the European Investment Bank.  The capital will be used 
to finance a long-term, research and development project at the group’s 
headquarters near Paris to design new fasteners using lighter and stronger 
materials.  It was thought that, with interest rates falling due to the global 
downturn and share prices also very volatile and uncertain, this form of 
finance was the best one to use at this time.  Investors in shares are 
understandable nervous at the present time with uncertain share prices but 
also with research and development projects in particular, which can take 
years before they see any profit returned to the business. 
Questions: 
1. Outline the difference between internal and external sources of finance 
 
2.  Explain one source of internal finance that could be available to the 
company in the case study trying to raise finance. 
 
3.  Evaluate whether loan capital was the best source of finance for this 
company for this project. 
 
 
 
 
 
 


