The Nature of Business — Preliminary Exam-Style Short Response Questions

Question 1

a) Define business and outline its central role in society. (2)

b) Describe 3 other roles that businesses play in society. Use examples. (6)
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Question 2

John and Derrick own and operate an unincorporated partnership that employs 20 staff and
has an annual turnover of 1.5 million. Machinery needs replacing and they are considering
expanding their operations to meet surging global demand.

a) Describe TWO factors that influence the legal structure of a firm. (4)

b) Explain the benefits of incorporation for this business. (6)
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Question 3

Far Out PTY LTD runs tours of famous surfing breaks in Indonesia. The business operates 4
boats in 4 different locations across Indonesia, offering premium service experiences
including food and accommodation on-board. The business has 35 staff with a head office in
Sydney. Most sales and contact occurs through online enquiries.

a) Classify the business using the four criteria of the course. (2)

b) Explain how TWO external influences could impact the success of the business. (4)
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c) Assess the importance of location for this business. (4)

d) Explain TWO likely reasons why this business opted to become incorporated. (4)
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Question 4

a) Outline the difference between external and internal influences on business.  (4)

b) With reference to technological and economic influences, explain why it is better for
a business to be proactive in response to external change. (6)
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Question 5

Coco Bananas is a childcare centre owned and operated by Sharon and Betty. They employ
15 staff and educate 50 children. A recent economic downturn has impacted the local

community.
a) Describe the characteristics of a small business. (4)
b) Explain the challenges of operating as a partnership. (5)
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c) Assess the impact that an economic downturn may have on this business. (6)
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Question 6

Robbie is a sole trader who recently commenced operating a mobile mechanic van. He took
out a large loan to pay for the van and the tools. Interest rates have been rising.

a) Define unlimited liability and outline its possible impact on Robbie. (4)

b) Explain how financial influences can impact an SME. (4)
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c) Explain the challenges facing businesses in the establishment stage. (6)
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Question 7

Jenny runs a women'’s fashion store in the mall. She is facing increasing pressure from
competitors and sales have been declining over the past 3 years. She has decided to make 1
of her 3 staff members redundant.

a) Describe how social influences may impact this business. (4)
b) Identify TWO stakeholders in this business and outline their interests. (4)
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c) Explain the challenges of turning a declining business around. (4)
d) Propose TWO ideas that could renew the business. (4)
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Question 8

Harry and Jim are keen chefs who are looking to open a fast-food restaurant.

a) ldentify the industry sector this proposed business would be in. (1)

b) Explain how internal influences of Location and Product might impact this business.

(5)
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c) Discuss the option of entering into a franchise agreement for this business.

(6)
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