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Introduction

This was the sixth paper for IAL Business. The performance since the last series has
improved with the vast majority of candidates able to complete the paper in the time
allocated. There has been an improvement in the levels of evaluation and use of context
which is very pleasing. Application still is an area which candidates can improve upon and
they must ensure that they are not simply using the name of the business as Application.

SECTION A

e Supported Multiple Choice (SMC) questions are designed to assess a candidate’s ability
to demonstrate knowledge and understanding, application, analysis and/or evaluation.

e Candidates can only access 3 marks for part (b) if they have part (a) correct.

e Candidates are able to gain 1 Knowledge mark for a definition as given in the mark
scheme for each question.

e Candidates are able to gain up to 2 marks for a full explanation of the distracters.

e Candidates MUST explain why their answer for part (a) is correct to be able to access all
3 marks for part (b).

¢ Candidates must explain WHY the distracters are incorrect rather than just repeating
them or defining them.

e No marks will be awarded to those answers in part (b) to those candidates who simply
lift or paraphrase any of the statements A-D.
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Question 1

Many candidates did not understand what is meant by a matrix structure and many were
unable to get the correct answer for part (a). Many candidates confused this with the
Boston Matrix. Examiners awarded a mark for an accurate definition of a matrix structure.
Additional marks could be awarded for further development of why this would lead to more
efficiency such as the sharing of skills and using existing resources. Examiners wanted to
know why there would be increased efficiency - such as saving time or using personnel with
the right skills.

1 (a) Starbucks Coffee has over 16,000 stores and operates in more than 54 countries.
Starbucks Coffee is organised using a matrix structure.

Which is an advantage of using a matrix structure for Starbucks Coffee?

m
A Direct chain of command
B Easier to coordinate employees
C Efficient use of resources
D Cost effective to organise
Answer I
(b) Explain why this answer is correct.
(3)
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Examiner Comments Examiner Tip
This scored 3 marks for part (b): Make sure you define the key term
1 mark for the definition of matrix structure. - this can be either from the correct
) o answer or from the stem of the
1 mark for the explanation of why this is the correct answer. question. Only define one key term as
1 mark for the full explanation of a distracter. only 1 mark can be awarded for this.
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Question 2

Many candidates were able to score full marks for part (a) so could access all 3 marks for
part (b). Candidates could be awarded 1 mark for a correct definition or formula PED. The
formula had to be correct to score the mark — must have percentage (%) change not just
change. Candidates who only showed the workings without a definition or formula could
only score a maximum of 2 marks for part (b). For the Application marks, candidates had to
show 50% and -25% and must have the minus (=) sign for -25%. Candidates did not have
to explain the result - just show the calculation and the definition/formula.

2 (a) In May 2014, AirAsia reduced the price of its flights from Bangalore to Goa by 25%.
This led to a 50% increase in sales.

Calculate the price elasticity of demand for AirAsia’s flights.

(1)
A -025p
B -05p
C -1.0
D -20

Answer Z)

(b) Explain why this answer is correct. (Show your working).

Examiner Comments

This scored 3 marks for part (b) - the correct formula and the correct
workings with the percentage (%) signs and plus (+) and minus (-) signs.

A
Q ResultsPlus
Examiner Tip

Always provide a formula and show all your workings.
Include percentage (%) signs and plus (+) and minus
(-) signs where necessary. You do not have to explain
the incorrect answers.
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Question 3

This proved to be a popular question with many candidates getting part (a) correct. Many
candidates were able to correctly define cash flow for 1 mark — examiners were looking

for references to the movement of money in and out of a business or references to inflows
and outflows. Examiners did not accept the definition of liquidity. For additional marks,
candidates had to link decreasing cash flow to the inability to trade or pay for day to day
running expenses, working capital, cash to pay suppliers or short term debts. The distracters
had to be fully explained in order to be rewarded - candidates must say why these are
incorrect and not just repeat them. Examiners wanted to know why an increase in turnover
would help the business - such as it puts more cash into the business.

3 (a) CPW Furniture, a business specialising in the supply of pine furniture, went into
liquidation in May 2014.

Which one of the following is the most likely cause of its decision to stop
trading?
(1)

Increase in turnover
Decrease in cash flow

Increase in supplier credit

o Nn W >

Decrease in labour costs

Answer E)

(b) Explain why this answer is correct.

n .\.'n.%ﬁslaﬁﬁh ....... RS warr Mmay Nk have enovdh cash

"~

Examiner Comments Q Resunsﬁlus

This scored 3 marks for part (b): Examiner Tip
1 mark for the definition of cash flow. You can gain all 3 marks by explaining the
1 mark for linking the correct answer to not being correct answer but this can be very difficult

able to pay short term debts. to do so gain additional marks by explaining

up to 2 of the distracters.
1 mark for fully explaining distracter A. P
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Question 4

Many candidates were able to score full marks for part (a). This proved to be a challenging
question for candidates as they struggled to explain why this was an example of
self-actualisation rather than just repeating the information in the stem of the question.
Examiners accepted references to self-actualisation being the highest level or realisation
of potential for the definition mark. Many candidates tried to explain why piecework was
incorrect and examiners wanted to see why it was incorrect rather than just defining
piecework. Examiners did accept that piecework is financial rather than non-financial
method.

4 (a) Employees at 3M are allowed to spend up to 15% of their time working on
creative ideas they are interested in developing.

According to motivational theorists, this is an example of
(1)

piecework
self-actualisation

hygiene factors

o N =@ >

basic needs

Answer B

(b) Explain why this answer is correct.

(3)

.................... The  onswaee iy 0 mwat-mfp!q%mmym k=
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Examiner Comments

This scored 3 marks for part (b):
1 mark for the definition of self-actualisation.

1 mark for the development of the correct answer.
1 mark for explaining distracter C.

A
Q ResultsPlus
Examiner Tip

Do not just repeat or copy out the information in the
stem of the question - this will not gain you any marks.
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Question 5

Many candidates were able to get part (@) correct but failed to score many marks for the
explanation of the correct answer. Examiners only allowed the definition of sales forecast -
references to prediction of future sales. Candidates were rewarded for making reference to
why expected sales failed to materialise or stating that the original target was unrealistic. An
additional mark was awarded if the candidate said why this may have happened - such as
economic conditions and poor market research. Many candidates just repeated the stem and
did not explain why there has been an overestimation. Good use of the distracters in this
guestion was often seen by the examiners.

5 (a) Suzuki Motor Thailand cut its 2014 sales forecast to 40,000 cars from an earlier
fgiecast of 50,000,

The most likely reason for the reduction in sales forecast is due to
(m

A overestimation of sales

B an effective advertising campaign r
C less competition
D

a strong economic climate «

Answer A

(b) Explain why this answer is correct.

........... LMy A Comrect as %8 an  Owerestimation.  of  Sijes | teold yesolt
................... a.. Company. like  Juzoki Meter  fo . o} & Sales Srast . Over estimebin

................ Cold nve...occored A0 e o Shens  periedof  demand . J0. We...paat.

A
Examiner Cc;ents Q Resuusus

Examiner Tip

This scored 3 marks for part (b):
1 mark for the definition of sales
forecasting.

Always start with a definition and then explain
the correct answer first. Some candidates
start with the incorrect answers and then miss
1 mark for linking to external factors. out the correct answer so can only score a
maximum of 2 marks for part (b) if there is no

1 mark for explaining distracter B. definition or reference to the correct answer.
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Question 6

Ma

either marketing strategy or mass market. Some candidates gave both definitions but only 1
mark can be awarded for this. Examiners were looking for why TV advertising was the most

ny candidates were able to get part (@) correct and examiners allowed definitions of

appropriate - references to it reaching a wide audience, targets thousands of people and

everyone watches TV. An additional mark could be awarded if the candidate took this further

by

must have been related to the fact that specialist magazines are only read by a small part of
the market and do not reach a wide audience or are only suitable for smaller firms aiming at

linking to an increase in demand or sales. Distracter A was the most popular and this

a small target audience.

6

(a) In the UK confectionary market over 90% of sales are dominated by mass market
chocolate producers Cadbury’s, Nestle and Mars.

Which would be the most appropriate marketing strategy to increase sales for
mass market chocolate producers?

(1)
Advertising in specialist magazines x
High prices to skim the market

Selling in luxury retail outlets:

o Nn @ >

National television advertising

Answer 0

(b) Explain why this answer is correct.

(3)

..... cenng... VBV anoceptes Av everyorl, it wedd e best &p

s InCoyrect

............................................

because.  specdid\sh magezings  aren v00e) g everyune, ¥ only coders

.. SgedfiC Yo mey male | s WIS Woud e meve apprpyige widn. ..
AdNCASING Yo o ICNE At . § s INYYet ve(avse Wgh prices
con.only.. e .cnarged... on. vmMgye. pmavets. Se. i wod be m .9.1.& ______________________
QppYopnote \Wnen advensing 1o & nidng. Mowvked, WrKeas Ynass nareds only
prodV @ A SomGby dizepl pruALLA- (Total for Question 6 = 4 marks)
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Examiner Comments

This scored 3 marks for part (b):
1 mark for the definition of mass market
1 mark for explaining the correct answer

1 mark for explaining distracters - does cover 2 distracters but
has more than enough for all 3 marks for part (b).

A

ResultsP

Examiner Tip

You can explain up to 2 incorrect answers in order to
gain additional marks.
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Question 7

This was marked using a points based mark scheme with Knowledge = 2 marks, Application
= 2 marks and Analysis = 2 marks. Examiners awarded 2 Knowledge marks for an accurate
definition of the design mix — aesthetics, function/functional or economic manufacture.
Examiners did not accept a definition of aesthetics. The Knowledge marks could also be
awarded for giving any plausible reason such as making it attractive to customers and to
differentiate it. Application means using the evidence provided in the case study. Many
candidates simply copied out large chunks of the evidence but the evidence must be used
in order to gain the marks. Examiners did not accept ‘the interlocking principal of the
bricks....” as Application unless it was clearly related to aesthetics. Many candidates referred
to ‘Unique’ - again, it had to be related to the appearance - such as colour rather than the
function of the bricks as this is to do with the function part of the design mix rather than the
aesthetics. Application could be references to toys being aimed at children, colour or shape.
For Analysis, examiners were looking for consequences - linking to things such as increased
sales and repeated purchases. Examiners were looking for two separate points for the 2
Analysis marks.

7 Explain why aesthetics may be an important part of the Lego Group’s design mix.
Prestwgrics. )5 ona b tha 2 clomanig  ad fam . aa'y.. = A M naiaw. .
o fadoes  Yhad- inPluosce R oo RIS

M causse. 6 L G AWK o SRR XD s chast . P !.4.30.3. .......... AS....

o Lk, AT sales Wi\ ANGEaSL. Aue. YR Thalr. add @ tHremess. e, SN

M‘%-inmvg ....... sakey.. s, far.. Xaa... Lego... (= U7

Mot b adds. Yo fas lormad ... vanoght. &= LECT0... gravp... This weans. thak ...
..... beconss. . e (&G0 BOUC. U dushinguishad \og 112 slhepe. And . Appcorants., ...

Q ResultsPlus

Examiner Tip
This scored all 6 marks and is a great example

of how all AOs can be achieved. The response Make sure you know all your key definitions as
is fully contextualised and does provides more there are 2 marks available on Q7, 8a and 8b
than enough for all 6 marks. for giving an accurate definition.
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Question 8 (a)

This was marked in the same way at Question 7 with the same Assessment Objectives.
Examiners allowed 2 Knowledge marks for either a definition of branding or for a benefit.
Many candidates gave both a definition and a benefit. For the definition of branding
examiners accepted anything which referred to logos, symbols, differentiation and making
it distinctive. Benefits included things such as loyal customers and higher prices. Application
was done better on this question and could be references to the branding being targeted

at children, references to parents and unique bricks. Analysis could be any reasons why
branding might be beneficial to Lego such as higher profits, repeated purchases and higher
sales. There had to be two separate analysis points in order to get both marks for Analysis.

8 (a) Analyse one benefit of branding for the LEGO Group.

e ooe 20 W ang twae \ogo Ll e Yo mogmsm ...............................
Loty ood s NaUR Yo nawv dubRitnk  ydlACAS. Sueh. O
€GO Gy ond. Lego frends, S0, peopie. i) ¢ e WG
o pay. 0oxt. foc e Sne. i has. 0. G000 SRPUEINEN. o e S

........ being. high qualiky. and. Safe. foc onilarea. s il alond
,,,,,,,, LEGO. Yo n0rease. AN ey Ao & NRNUINC. PED.

________ INUGR.,... SO SRS, TEVEIWE... adA INCRAR. ... WLEGO
________ Gl ok, 0o copb@d. WM un Al
........ UNR SN SO o D nean LEGO facony
o Qeanon e B

pesulstlus, Q ResultsPlus

Examiner Tip

This scored 6 marks - a good response which
starts off with a definition and then applies the
benefits of branding to Lego.

Always use the case study evidence in your
response but avoid just copying it out - you must
use it in your response to show the knowledge
and analysis.
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Question 8 (b)

This question asked for two benefits of increasing production capacity and was marked
Knowledge =1, Application =1 and Analysis =1 per benefit. The 2 Knowledge marks could
also be awarded for either a definition of production capacity or for giving two benefits.
Application could be references such as Lego’s factories in Mexico, €354m investment, the
growing Asian market and China’s expanding market. For Analysis, examiners were looking
for references about Lego being able to cope with sudden increases in demand and not

running out of stock.

(b) Analyse two benefits for the LEGO Group of increasing its production capacity.

us

Examiner Comments

This scored 6 marks - the candidate not only
gives a definition of production capacity but also
gives two benefits. There is excellent use of the
evidence rather than just copying it, and the
consequences follow on from the application.

ResultsP

Examiner Tip

If you are asked for two benefits make sure
that you clearly give two benefits and that the
examiner can see where one benefit ends and
the other one starts. One suggestion is that
you leave a line between each benefit to make
it very clear to the examiner.

14
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Question 9 (a)

This was marked with the following AOs: Knowledge =1 mark, Application = 1 mark and
Analysis = 2 marks. As in previous papers, the 1 Knowledge mark is only awarded for an
advantage and not for a definition of centralised control. Unfortunately lots of candidates did
define centralised control. Examiners accepted a range of benefit such as decisions will be
more efficient, decisions are quicker and there is consistency. Application could be that Lego
has other sites around the world and references to the toys or bricks. The 2 Analysis marks
were awarded for the consequences of having centralised control such as reacting to shocks,
implementing decisions without having to consult, efficient flow of communication to ensure
opportunities are not missed, to ensure customer satisfaction and less time wasted. Many
candidates did give unsupported assertions that the management in Demark were better at
making decisions and this was not rewarded.

9 (a) Explain one advantage to the LEGO Group of having centralised control through

its headquarters in Denmark.
(4)

ﬁ ResultsPlus

Examiner Comments

This scored 3 marks overall and 1 mark was awarded for
having consistency, 1 mark for application - references
to lego bricks and then 1 analysis point - satisfied
customers/repeat purchases. This response needed
further development to score both analysis marks.

A
Q ResultsPlus
Examiner Tip

Do not define the key term in Q9a. The Knowledge
mark will always be for the reason, benefit or factor
asked for in the question.

IAL Business Studies WBS02 01
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Question 9 (b)

For the Levels of Response questions (9b, 10 and 11), there had to be context to access
Level 4 otherwise top Level 3 was awarded. If there was Analysis but no context, then top
Level 2 was awarded. Using the name of the company - Lego or any context from the stem
was not classed as application or context.

For this question, examiners were looking for Analysis in the form of benefits of using a
recruitment agency such as finding skilled employees, saving time for Lego, finding best
possible candidates, having a wider range to choose from and reducing the burden finding
new employees. Level 3 had to be in context and marks were awarded according to the
quality of the response. Analysis with no context was restricted to Level 2 - 4 marks only.
Evaluation had to be in context to enter Level 4 and many candidates referred to the cost
of using a recruitment agency compared with either recruiting internally or Lego doing the
recruitment themselves. Evaluation with context on one side only was awarded 7 marks
and Evaluation with context on both sides was awarded 8 marks. Evaluation with no context
could only achieve Level 3 - 6 marks

g (b) Evaluate the use of #tecruitment agency by LEGO Group to hire its new "“_f_oﬂ‘;':ﬂ"'
employees. (Evidence C)

(8)
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This scored 8 marks - there is evaluation with context
on both sides so it reached the top of Level 4.

Make sure you give context on both sides otherwise
you will restrict your overall mark.

IAL Business Studies WBS02 01

17



Question 10

Many candidates were able to use the evidence to explain why quality was important to Lego
so they could access Level 3. There was lots of Application which the candidate could use
and examiners were looking for references to zero product recalls and the product being
aimed at children so it had to be good. Analysis had to be focused on how this helped Lego
to gain sales and repeat purchases, and maintain its reputation. Many candidates were able
to give some analysis and if this was in context they could access Level 3 for a one-sided
response. As in all levels of response questions, if context was missing, then this restricted
the level the candidate could reach. There had to be context to enter Level 4 and marks
were awarded in this level according to the quality of the evaluation. On the whole this
question was popular with candidates with many getting into Level 3.

10 Assess the importance to the LEGO Group of maintaining high quality in its products.
(12)

.................................. price of Hae Lec
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Examiner Comments

% ResultsPlus

This scored 11 marks and was placed at the top

of Level 4. It is very detailed and has context on
both sides of the response.

us

A
2@ Resuus !"

Examiner Tip

Think about the target audience of the business in the
case study and the type of products or services they
sell. This is a great way to contextualise your response.
Remember that anything in the question cannot be
classed as Application/context.
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Question 11

This was also a Levels of Response question and was the highest mark question on the
paper. Again, there had to be context to enter Level 4. Many candidates were able to provide
analysis in context and gave the importance of the product lifecycle so accessed Level

3. Examiners saw a wide range of benefits such as helping Lego to know when to launch
new toys, advertising, extension strategies and when to divest toys. Disadvantages of the
product lifecycle could include anything from it only being a prediction, it is difficult to apply
and does not take into account external factors. In order to access high Level 4 marks, more
depth and discussion in context is needed by candidates.

11 Evaluate the importance of the product life cycle to the LEGO Group.
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Examiner Comments

This scored 12 marks and was placed at mid Level 4. There was
plenty of evaluation with context on both sides. A contextualised
conclusion would have lifted the mark to either 13 or 14 marks
depending on the quality of the conclusion.

A
2@ ReSUltS@

Examiner Tip

us

Always give a contextualised conclusion for the 14
mark question after you have evaluated.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Read the Supported Multiple Choice carefully in terms of most likely and least likely.
Many did not spend enough time doing this and did not fully develop their reasons as to
why distracters are incorrect.

Contextualise responses both in Section A and Section B. This is particularly important
for Section B where Level 4 can only be accessed if the response is in context.

Pay attention to the command words - Assess and Evaluate are largely ignored and this
will restrict marks to Level 3.

Use business concepts rather than generic ‘common sense’ answers.
Read and use the Evidence provided - it is there for a reason.

Show your working for any calculation questions and include the percentage (%) signs
and plus (+) or minus (=) signs where necessary.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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