IB Business Management - 1.2 Types of business entities

Public and Private Sector Foundations SL

Worksheet

Ownership, merit goods, and changing balances between state and market provision

. Focus
Suggested time Total marks - . : o
2 public sector, private sector, merit goods, privatization,
50 minutes 40 .
stakeholder impact
Assessment flgjrg;m Class: Calculator
Trimester worksheet — ’ Not required

Teacher-created IB-style worksheet. Use relevant business terminology and support longer answers with balanced reasoning. Credit
well-justified alternatives that fit the context.

Section A - Multiple choice (5 marks)

Choose one correct answer for each question.
1. Which organization is most likely to belong to the public sector? [1]

A. A family-owned bakery

B. A state-funded ambulance service
C. A privately owned cinema chain
D. A freelance graphic designer

2. Nationalization occurs when [1]

A. a charity becomes a social enterprise

B. a sole trader forms a partnership

C. the government takes ownership of a previously private business
D. a company sells shares to more investors

3. A merit good is best described as a product or service that [1]

A. creates wider social benefits and may be under-consumed if left to the market
B. is always produced by a private company

C. must be sold at a high price to cover costs

D. can only be consumed by shareholders

4. Which objective is most likely for a public sector transport provider? [1]

A. Maximizing dividends paid to owners

B. Serving only the most profitable routes

C. Guaranteeing access to essential services
D. Avoiding regulation by government

5. Privatization means that [1]

A. private businesses become charities

B. ownership moves from the state to private investors
C. managers become government employees

D. profits are no longer allowed

Section B - Short answer (13 marks)

6. Define a public sector business and give one example not used in the multiple choice section. [2]

7. Explain one reason a government may continue operating an unprofitable rural bus route. [3]
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8. Distinguish between a shareholder and a stakeholder. [4]

9. Explain one advantage and one disadvantage of private sector provision of transport services. [4]

Section C - Data response / case study (12 marks)

North Coast Mobility

North Coast Mobility is a regional transport system. The government-owned operator, CoastLink, runs both rural and urban
bus routes. A private taxi-app business, SwiftCab, mainly serves the busiest parts of the main city. Local officials are
debating whether some urban CoastLink routes should be privatized while school and hospital links remain publicly
controlled.

Supporters of privatization argue that private operators could reduce waiting times and improve convenience. Critics worry
that profit-seeking firms may concentrate on dense urban zones and leave older and lower-income residents with fewer
travel options.

Selected operating data Value
Average daily passengers on CoastLink rural routes 420
Average fare on CoastLink rural routes $1.20
Estimated daily operating cost of rural routes $980
Average daily passengers on CoastLink city routes 3,100
Average fare on CoastLink city routes $2.60
Estimated daily operating cost of city routes $5,300
Average SwiftCab waiting time in the city 6 minutes
Annual government subsidy paid to CoastLink $420,000

10. Using the data, explain why private firms may prefer city routes to rural routes. [4]

11. Explain how CoastLink and SwiftCab may operate with different objectives. [4]

12. Discuss whether the government should privatize the city routes while keeping rural routes public. [4]
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Section D - Extended response (10 marks)

13. Discuss the extent to which essential services should remain under government ownership. [10]

Teacher note: award credit for any well-argued answer that uses accurate business management terminology, relevant evidence, and a justified
final judgement.
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Teacher answer key and marking guidance

Indicative answers are provided below. Equivalent valid points and alternative recommendations should receive credit when they are accurate
and appropriately applied.

Section A answers

1 B A public sector organization is owned or operated by government.

2 C Nationalization transfers ownership from private owners to the state.

3 A Merit goods such as schooling or vaccinations generate wider benefits to society.

4 C Public sector providers often prioritize access and social objectives.

5 B Privatization transfers ownership of a state-owned organization to private investors.

Section B marking guidance

Q6 A public sector business is owned or controlled by government and aims mainly to provide socially necessary goods or services. Award 1
mark for a correct definition and 1 mark for a valid example such as a public university, postal service, or state hospital.

Q7 Possible reason: the route links residents to work, school, and healthcare. Award up to 3 marks for identifying social need and developing
how access, inclusion, or regional equality justifies continued provision despite low profit.

Q8 A shareholder owns part of the business through shares and may receive dividends and voting rights. A stakeholder is any person or group
affected by the business, such as employees, customers, suppliers, or local residents. Award up to 4 marks for a clear distinction including
ownership and wider impact.

Q9 Advantage may include stronger efficiency incentives, innovation, or quicker response to demand. Disadvantage may include neglect of
low-income or remote users if routes are unprofitable. Award up to 4 marks for one developed advantage and one developed disadvantage.

Section C marking guidance

Q10 City routes appear more profitable: 3,100 passengers x $2.60 = about $8,060 daily revenue against $5,300 cost, while rural routes generate
about $504 revenue against $980 cost. Award up to 4 marks for using data and linking higher demand and higher fares to stronger profit
potential.

Q11 CoastLink is likely to prioritize access, inclusion, and continuity of service; SwiftCab is more likely to prioritize profit, busy routes, and faster
returns. Award up to 4 marks for developed explanation using the case.

Q12 Good answers consider efficiency and service quality gains in cities against coordination problems, fare increases, or inequality. Award up
to 4 marks for balanced discussion and a supported judgement.

Section D marking guidance - Q13

Indicative content:

- Government ownership can protect universal access where profit incentives would leave some users underserved.
- Essential services often have strong social externalities or merit-good characteristics.

- Public ownership may allow surpluses to be reinvested rather than distributed to owners.

- Private provision can still improve efficiency, innovation, and customer experience in some contexts.

- A mixed model may work where competition or partnerships are tightly regulated.

- The best answer depends on stakeholder priorities, affordability, reliability, and long-term accountability.

Overall judgement: Strong responses reach a reasoned judgement rather than assuming that either public or private ownership is always
superior.

0 No relevant business knowledge or unsupported assertions only.

1-3 Limited understanding. Few relevant points. Little or no application to the question or context.

4-6 Reasonable understanding with some relevant application. Some balance may be present but analysis is uneven.

7.8 Good understanding and clear use of business terminology. Balanced analysis with relevant support and a justified line of
argument.

9-10 Strong, well-structured evaluation. Accurate and selective use of evidence, clear judgement, and fully justified conclusion.
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