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Introduction
This report should be used by centres in order to provide teachers and candidates with 
further guidance as to how to approach questions. It could be used as one of the tools, 
together with the mark scheme, to support teachers and help candidates maximise their 
ability to score marks in future exam series.

This report is focused on the synoptic paper 9BS0-03 'Investigating business in a competitive 
environment' which accounts for a 30% subject weighting for A Level Business. It therefore 
tested candidates' knowledge and understanding across themes 1 to 4 as well as their 
application, analytical and evaluative abilities. The context for the paper was the health and 
fitness industry and the private businesses operating in this market, both in the UK and 
internationally. This was shared with centres in November 2016 to enable candidates to 
undertake research in the following areas:

• trends in the number and size of health and fitness clubs in the UK over the last 10 
years, including organic business growth and takeovers. 

• influences on the market for health and fitness clubs and gyms, such as social trends.

• changing costs and membership prices.

• the facilities and services provided by private health clubs, such as swimming pools, 
aerobic classes, racquet courts, saunas and therapy.

• the range of private health and fitness clubs that operate in the market, in the UK and 
internationally.

• Human Resource Management in the UK health and fitness industry.

Section A examined the business aspects of the industry as a whole, whilst Section B 
focussed on the business of Pure Gym.

This was the first year of the new exam format and despite being made up of eight levels 
of response questions, which required structured answers for candidates to demonstrate 
the high order skills of analysis and evaluation, it was generally well tackled.  Stronger 
candidates were able to draw upon the range of evidence provided across the paper or, 
their own research to provide conclusions and often perceptive recommendations. 

However, some candidates appeared to be challenged by the demands of the paper, 
sometimes struggling to distinguish, for example, between entrepreneurial roles and 
characteristics or opportunity cost and trade-offs.

Generally, candidates performed better in answering questions in Section A than in Section 
B. Often this was down to a lack of knowledge and understanding of corporate culture (2(c)) 
and/or accounting ratios (2(d)).

There was little evidence that candidates ran out of time as most were able to answer all 
eight questions; with almost half the entry continuing their responses on additional answer 
sheets.
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Question 1 (a)
Candidates were expected to assess two possible examples of trade-offs, present them 
with chains of reasoning and then balance their answers by explaining why they might not 
be trade-offs. Some candidates confused opportunity cost with trade-off, but nonetheless 
managed to present appropriate examples. Less able candidates simply paraphrased or 
copied what was in Extract A, but then did not provide assessments. Stronger candidates 
considered the short and long run, often explaining that whilst, for example, the sale of 
protein bars or tied in memberships might boost revenue and profits in the short term, this 
might not be the case in the longer term once clients chose not to buy or indeed cancel their 
memberships in favour of a competitor.

Less able candidates simply described an example of being ethical and an example of how 
a club like Virgin Active might achieve more profit. The stimulus material gave candidates 
several examples to use, however, some candidates used their own examples – such as 
paying lower wages may be unethical, yet help boost profits. Several candidates made 
assertions that being ethical always reduced profit. Being the first question on the paper, 
some candidates appeared to spend a lot more time on this question than was advisable.

Despite opening with a definition of opportunity cost, rather than trade-off, this candidate 
went on to provide a concise and coherent assessment of both examples.
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The first trade-off is explained as the personal trainer wishing to earn 
commission against the ethics of a fitness goal which is unrealistic. The 
candidate acknowledges that it could also lead to lower profits if there is a 
breach of trust between trainer and client.
The second trade-off is explained as long term contracts to maximise profits 
against member's flexibility which may cause them to eventually leave and 
so ultimately 'negatively impact profits'.
A balanced response across two examples of trade-offs, written in context.

Examiner Comments

Use of paragraphs by the candidate 
made the presentation of the two 
trade-offs stand out.

Examiner Tip
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Candidate presents two trade-offs: minimum wage to support profit maximisation versus an 
ethical 'fair days' wage; likewise cheaper supplies for the cafe or ethical Fair Trade supplies.
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Each trade-off is described but not 
assessed.

Examiner Comments

To assess, the candidate needed to 
provide balance for both options.

Examiner Tip
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Question 1 (b)
Sales forecasting is essentially about predicting income, which is based on sales volume 
and prices. Most candidates were able to express the idea that sales forecasting helped 
to identify future income which then allowed the business to plan expenditure. Many 
candidates explained the benefit of sales forecasting by referring to the data from across 
the Extracts provided, e.g. Virgin Active's 96 Clubs or the 13.7% membership growth 
rate, or by referring to the need to equip clubs with sufficient staff and equipment such 
as treadmills or free weights. Stronger candidates recognised that being able to predict 
revenues might help Virgin Active to manage its cash flow accordingly. Less able candidates 
confused sales forecasts with cash flow forecasts and included comments regarding the 
prediction of costs. Those who did explain the benefits of sales forecasting to a club like 
Virgin Active were not always able to offer any balance in context, such as the detrimental 
effects of new competitors like Pure Gym on predicted revenues.

Very descriptive response which shows some knowledge and understanding but fails to 
answer the question. Level 2 – 3 marks.
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Refers to predictions and avoiding 
business failure. Appears in paragraph 
three to confuse sales forecasting with 
cash-flow forecasting

Examiner Comments

Candidates should take time to read 
the question carefully and use the 
data provided in the Extracts to show 
effective use of context.

Examiner Tip
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Effective opening with clear definition, well applied and provides balance. However, no 
conclusion. Level 3 – 8 marks.
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'How much equipment or machines 
they need to purchase for future years' 
otherwise 'overcrowding... could lead 
to customers leaving' was balanced 
with 'trends may die down due to 
home gyms, videos etc.'

Examiner Comments

Overall judgement is required to access 
Level 4, 9-10 marks.

Examiner Tip
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Question 1 (c)
A mixed bag of responses were seen by examiners for this question. A number of 
candidates mistakenly identified that the price elasticity of demand (PED) value of -2 given 
meant that clubs in the health and fitness industry faced inelastic demand or were inferior 
goods. Other candidates were clearly unsure and therefore avoided committing to the 
impact of PED. They recognised that media campaigns would increase demand to a greater 
or lesser extent but failed to then link to the question about a change in PED. However, 
many candidates did recognise that the market was elastic given that it is not a necessity 
and that there are a number of competing businesses. A few candidates offered perceptive 
answers in depth recognising that PED may be affected differently depending on the type 
of health campaign run. Strong answers provided balance by giving good examples of 
substitutes from fitness DVDs to wearable technology such as Fitbits and demonstrated how 
that impacted on the elasticity within the market.

In paragraph one, the candidate incorrectly states that a PED of -2 is 'very price inelastic'.
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There are elements of knowledge and 
appropriate application in paragraphs 
two and three, in particular 'too much 
of an increase in price may steer 
members away...making it more price 
elastic'.
Health campaigns recognised as a 
means to increase awareness of the 
need to keep fit and healthy; more of 
an effect on demand rather than PED.

Examiner Comments

Candidates are encouraged to read the 
stems of questions carefully, where 
appropriate, before answering the 
question.

Examiner Tip
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Much better response to illustrate effective grasp of PED concept and its significance in the 
context of the health and fitness market.
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Opening paragraph demonstrates clear 
knowledge and understanding of a PED of -2.
Second paragraph explains why health 
campaigns might reduce the value of PED in the 
market generally and then why this may not 
apply to budget gyms.
Third paragraph explains why media health 
campaigns might have no effect on PED.
Candidate provides a judgement, related to 
competitive advantage.

Examiner Comments

Candidate uses evidence across the 
paper to respond effectively to the 
question showing effective synthesis.

Examiner Tip
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Question 1 (d)
Overall an accessible question which was well answered. The majority of candidates 
displayed a good knowledge of non-financial methods and financial rewards but a 
significant proportion of these neither related this to labour turnover nor effectively 
applied this knowledge to the health and fitness clubs in the extracts. Application was often 
superficial but the strongest candidates were able to identify that there were a variety of 
employees in the clubs in terms of occupations, skills and age. As a result, these employees 
may be less likely to leave that employment if differing non-financial methods and financial 
rewards were offered. These candidates also clearly understood the need to consider all 
three aspects of the question and gained access to the higher marks. Less able candidates 
produced answers that lacked application, for example, a description of job rotation or 
earning commission but not illustrating this in the context of the health and fitness club 
industry. Use of Extract D to support answers may have helped here. Some candidates were 
able to support their answer with the names of theorists such as Taylor and Maslow.

A limited assessment of financial rewards and non-financial techniques, which is not fully 
developed to provide an effective recommendation. Links to labour turnover are weak, with 
no developed chains of reasoning.
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Opening definition of labour turnover is quite vague and 
inaccurate.
Candidate attempts to assess paying the living wage but does not 
explain why this would help reduce labour turnover until later 
(sustain a reasonable income), but merely implied initially by 
'compete with other companies'
Counterargument is more a disadvantage to the businesses 
finances.
Candidate fails to explain why job enlargement or job rotation 
would make staff feel more motivated.
Acknowledges that Fitness First is a 'mid market/luxury brand' 
which may affect customer experience, but fails to complete 
argument in relation to how it may affect labour turnover. 

Examiner Comments

Use of paragraphs may have helped 
with a clearer presentation of 
arguments.

Examiner Tip
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Fair introduction followed by an assessment of both options but again lacking effective links 
to labour turnover rates.
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Identifies two financial methods – paying a 
pension and living wage. Explains the significance 
of the latter to a university candidate. Evaluates 
effects on business costs. Attempts to assess 
the value of job rotation to Fitness First as a 
motivator to prevent boredom, using the context 
(people working on the desk and pool lifeguard); 
does not explain why some people would 'only 
stay if they were offered more pay'. Identifies 
why Virgin Active can afford all of its staff benefits 
but the candidate fails to do anything with the 
observation. Level 3 – 14 marks.

Examiner Comments

Candidates are encouraged to develop 
chains of reasoning before starting a 
new point.

Examiner Tip
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Question 2 (a)
A number of candidates simply lacked the knowledge of entrepreneurial roles to effectively 
answer this question and the majority of those who did, failed to offer any assessment. 
Some candidates focused on entrepreneurial traits and characteristics. Sadly, some 
candidates offered spotting a gap in the market as a role in itself rather than explaining the 
setting up or development of a business. A good proportion of candidates offered the two 
roles but some of these were no more than incomplete chains of reasoning and offered 
little assessment. A small proportion answered fully and with balance – explaining why 
these roles might not be important. Less able candidates produced descriptive answers of 
the Peter Roberts story rather than being analytical and addressing the question.

Although the candidate offered innovative and risk taker as characteristics, there is a distinct 
relationship here with the roles identified in the specification 1.5.1 (c) innovation and 1.5.1 
(e) anticipating risk and uncertainty.
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Candidate's knowledge and 
understanding of innovation was 
demonstrated through recognising 
trends of low cost gyms in America and 
Germany to help adapt and develop 
Pure Gym. However, this role was 
not assessed but rather explained. 
Likewise, the risk taking role was 
presented but not assessed. Therefore 
awarded top of Level 2 – 5 marks.

Examiner Comments

Try not to repeat points in 'assess two' 
eight mark questions.

Examiner Tip
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The candidate opens with definition of entrepreneur which is not required. No 
entrepreneurial roles are identified by the candidate.

Two roles need to be assessed, not 
described.

Examiner Tip

Candidate simply describes what Peter 
Roberts did, with no specific analysis 
or assessment of a role other than 
asserting 'take a risk by investing in 
Pure Gym'.

Examiner Comments
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Question 2 (b)
There were a range of responses to this question. Some were superficial and not particular 
to emerging economies – so failed to gain a good level three mark or above. Sometimes the 
factors offered applied to any expansion rather than to emerging economies so achieved 
limited marks. However, many candidates were able to offer good analytical perspectives of 
relevant factors such as infrastructure, cultural differences and limited disposable income. 
However, many of these did not offer any assessment. Less able candidates considered any 
overseas market to be an emerging one.  Some candidates also wrote about the benefits of 
selling overseas rather than the factors that might limit the success of this strategy. 

There was a poor attempt to answer this question, which focuses on 'experience and 
knowledge of the market' and mentions 'initial costs'. Initial costs would be a limiting factor 
in any expansion, not just overseas.

Candidates are encouraged to use the 
relevant evidence from the Extracts to 
score beyond Level 2.

Examiner Tip

Emerging markets definition is 
vague. Only two limiting factors 
presented but not in context and 
only one is analysed. No balance.

Examiner Comments
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Candidate essentially evaluates one limiting factor – culture/tastes and preferences.
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Appreciates the significance of 
ethnocentricity, in explaining why the 
human approach might be preferred 
by customers in Africa over the 
technological approach.
Provides balance for this in recognising 
that this would mean lower 
competition compared to the saturated 
market of the UK.

Examiner Comments

The stem and question stated 
factors, therefore candidates should 
have presented at least two factors, 
argued with balance, and provided a 
judgement in relation to Pure Gym.

Examiner Tip
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Question 2 (c)
Clearly the most challenging question on the paper for some candidates, who struggled to 
analyse and evaluate the cultural issues affecting the takeover. Often candidate responses 
tended to be about takeover issues in general, such as the rebranding of LA Fitness, so 
scored few marks. There were some perceptive answers highlighting the tensions between 
gym staff in an upmarket gym having to cope with a more mass market approach. Some 
candidates were able to use business appropriate terminology e.g. Charles Handy – types 
of culture, or showed how Pure Gym might go about changing the culture, either through 
effective leadership, mentors, shared training or other integration methods.

The candidate identifies staff resistance to change and the nature of LA Fitness 'mid tier 
service' as possible difficulties.
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The candidate explains how staff 
resistance may be tackled, but accepts 
that a loss of customers may be necessary 
given a 'minimalistic style of gym'.
Chains of argument are not really 
developed and only one difficulty is 
explained. Level 2 – 4 marks.

Examiner Comments

The candidate's response may have 
benefited with a definition of what is 
meant by corporate culture rather than 
a definition of takeover.

Examiner Tip
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The candidate identifies the demotivation difficulty caused by job losses at LA Fitness and 
communication problems.
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Candidates are advised to start their 
responses to assessment questions 
by identifying the issues/factors first, 
then assessing each one in turn before 
providing a judgement.

Examiner Tip

Solutions are presented, such as 
reallocating staff to new roles or 
adding a few chains of command and 
team working/team exercises but 
closes with an assertion 'can be fixed 
quite easily...'. Therefore Level 3 – 5 
marks.

Examiner Comments
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Question 2 (d)
Some candidates clearly found this question very challenging. Responding to structured 
evaluate and recommend questions is about candidates presenting developed chains of 
reasoning and balance. The strongest candidates were able to use the relevant ratios and 
data provided to offer a concise and insightful chain of reasoning addressing all three 
factors. This was however, once again a problem for some candidates in that the responses 
were not always linked back to growth and so were limited in the marks achieved, usually 
to L2, as the question was not answered with development and assessment. As only one 
set of accounts appeared the ratio analysis focus was all about the Gym Group and not 
LA Fitness. However, there was enough information in the stimulus material to present a 
balanced argument and draw a conclusion. More able candidates were able to gain credit 
for identifying why the financial data for LA Fitness may have provided a more rigorous 
assessment. Some candidates were able to calculate financial information to support their 
argument, however, some responses featured the wrong units e.g. liquidity ratios as a 
percentage, failed to notice a loss had been made or created their own ratios. Stronger 
answers tried to say how the financial position might help Pure Gym assess if there were 
problems with the Gym Group, rather than simply saying it is better / worse than the 
previous period. The majority of candidates found a middle ground using some data and 
offering some basic chains of reasoning applied to the businesses with some assessment of 
all three factors and therefore usually achieving the L3 marks.

Candidates were expected to use the financial and non-financial information provided 
across this section of the paper in order to provide an effective assessment and 
recommendation. Accounting data was provided for The Gym Group but not LA Fitness, 
which was recognised by stronger candidates who argued that, in order to make a more 
robust assessment and recommendation, such data would be necessary.

Stronger candidates also pointed out that the CMA ruled against a merger of The Gym 
Group with Pure Gym rather than a takeover.
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Recommendations should be based 
on the market, objectives, economic 
situation or nature of the service 
provided. For example, the poor ratios 
of Pure Gym suggest that cash flow 
and profitability may not be sufficient 
to support such a merger or takeover 
in a highly competitive market.

Examiner Tip

Candidate presents accurate current ratios and ROCE for 2014 and 
2015 and correctly calculates the change as 6% in the current ratio.
Provides an assessment of The Gym Group based on ratios and other 
information, offers a recommendation but arguments could have 
been better developed for and against LA Fitness. Level 3 – 14 marks.
Acknowledges that profitability for The Gym Group has fallen given 
ROCE as -2.3% in 2015 compared to 2.25% in 2014. Does not explain 
why shareholders funds expanding by over £75m might suggest why 
people believe the business is more profitable or why this would 
make the merger more attractive.
The Gym Group option is supported by the acquisition of 60 
more clubs than LA Fitness, without the need to pay for £20m 
refurbishment costs enabling cheaper growth, whilst steady profits 
for LA Fitness are identified.
Recommendation suggests expansion to Asia or South America but 
candidate does not explain why.
Overall the candidate developed chains of reasoning, but lacks 
balance and therefore only an attempt at a recommendation which is 
not well supported: Level 3 – 14 marks. 

Examiner Comments
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:

Successful candidates in this paper

• stuck closely to the requirements of the question posed and were able to apply these 
effectively to the relevant business in the evidence.

• made sure they had a sound understanding across the specification content in Themes 
1 to Theme 4 so they could apply this with more confidence to the questions – this 
is particularly the case with the quantitative skills questions 1(c) (price elasticity of 
demand) and 2(d) (ratio analysis and business growth).

• appeared to pay attention to the command words and the respective mark allocations 
to be able to write appropriate and succinct responses.

Less successful candidates in this paper

• did not apply answers to the relevant business in the evidence, leading to generic 
answers lacking context.

• may not have managed their time effectively, leading to overly long answers to 8 mark 
questions, possibly at the expense of 12 and 20 mark questions.

• did not show enough understanding of specification content and terminology. 
Specifically: trade-offs, entrepreneurial roles, corporate culture, and emerging markets. 
Glossaries of key terminology are a good way of securing this knowledge at all stages of 
preparation for the examination.
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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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