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Introduction

This was the first paper available to UK centres based on the pre-release featuring Greggs,
the UK based bakery and baked goods retailer. This business has received a lot of press
interest due to its rapid growth. It also gained specific interest when the UK government
considered changing the VAT laws governing hot takeaway food. The pre-release material
covered a wide range of specification areas, lending itself to a breadth of discussion areas
for teachers and students to explore in lessons.

The paper followed the established format of shorter knowledge and application based
questions at the start of section A, progressing to an evaluation question at the end of
the first half of the paper. This section contained the main calculation question and as
quantitative decision-making techniques so important in this unit, gave students an
opportunity to demonstrate their numerical understanding early in the paper.

Section B, as ever, asked more open-ended questions intended to prompt students to
explore broad issues of corporate strategy in their answers. The intention in both questions
(7(a) and (b)) was to prompt candidates to make links across the pre-release material and
the specification content, thus allowing a more in-depth evaluation of the business decisions
in question.

Successful candidates in this paper:

e Stuck closely to the requirements of the question posed - there is a danger that with
examinations based on pre-release material that candidates are tempted to answer
questions that they practised before the examination, or had been prepared for by
teachers.

e Answered in the context of Greggs and its markets. They were able to recognise the
unique market in which Greggs operates - that of a national baker, competing largely
with small, local chains or independent bakers.

e Made sure they had a sound understanding of the specification content so they could
apply it confidently to the questions - this is particularly the case with the numerical/
calculation question.

Less successful candidates in this paper:

e Did not show secure enough understanding of specification content and terminology.
Specifically: 'Organic growth’; 'Diseconomies of scale'; 'Corporate Social Responsibility’;
or ‘Return on Capital Employed’. Glossaries of key terminology are a good way of
securing this knowledge at all stages of preparation for the examination.

e Did not read the wording of the question carefully enough, resulting in answers that
related to a very different question. This was particularly the case in Section B, which
although the nature of the questions demand wide-ranging responses, they still need to
relevant to the specific specification areas.
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Question 1

This question returned to the major specification theme of Diseconomies of Scale.
Candidates were simply asked to define the term - knowledge without an example was
sufficient here to gain two marks, however a good example would help to lift the mark to
two if the explanation was not clear enough.

1 What is meant by the term ‘diseconomies of scale’? (See Additional Evidence |, line 9)
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Examiner Comments

The candidate clearly defines Diseconomies of scale in the first
sentence and the second sentence is not needed. The rising
Average Cost linked to the scale of production makes this
answer strong.

A

/ ResultsP

Examiner Tip

us

Define answers positively by describing what a term is.
Many candidates referred to Diseconomies of Scale as the
opposite of economies of scale. This is not sufficient to
gain two marks.
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Question 2

This question was specifically related to the Investment Appraisal technique of Payback. This
should not be confused with terms of payment negotiated with suppliers, or the length of
time needed to repay loans to a bank.

The question requires a clear definition of payback period, preferably in relation to future
cash flows and/or investment appraisal.

2 What is meant by the term 'payback period'? (See Additional Evidence |, line 19)
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Examiner Comments

This response makes it clear that the technique refers to cash
and it also links to the purpose of the investment i.e. capital
goods. The answer is clear and precise and relates to the pre-
release material.

A

2/ ReSU|tS£“

Examiner Tip

us

Although it is not necessary to give an example, or to relate
answers to the pre-release in order to gain full marks,

this can be a good insurance policy. The mark scheme can
move a ‘partial or vague’ answer to 2 marks if the example
used shows sufficient understanding of the concept to gain
additional reward.
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Question 3

This question asked candidates to reflect on the nature of Greggs' growth and how its
strategy had been executed. It was referring to the opening of new stores in high street
locations where vacant premises had become available due to the recession, and also its
expansion into new areas such as motorway service stations and railway stations.

The question is asking for the specific benefits of organic growth, perhaps in comparison to
external or internal growth.

3 Explain one benefit to Greggs of having a strategy of ‘organic growth. (See Additional
Evidence I line 13)
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Examiner Comments

Many candidates wrote that organic growth, otherwise known as internal growth,
must be financed internally through sources such as retained profit. This is not the
defining characteristic of internal growth as it can be financed in a range of ways. The
defining characteristic is that the growth is based on Greggs itself growing without the
involvement of other businesses through mergers and takeovers. In other words it is
opening its own stores at a pace determined by the management of the business. This
candidate focuses on the growth allowing Greggs to maintain its family culture.

A

Examiner Tip

Be careful to define key terms carefully, in this case ‘organic growth’. The benefits of
this approach are related to the degree of control and continuity that the business can
enjoy through making their own decisions.
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Question 4

Corporate culture is a key component of the specification and, in the case of Greggs a key
feature of the business.

During expansion it can be difficult for businesses to maintain current, positive cultures.
This question asked how important culture was as a factor when Greggs was expanding.

4 Explain one reason why Greggs’ corporate culture could be important during its
expansion.
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Examiner Comments

This question can be tackled from a range of angles. The most popular approach was
for candidates to explain Greggs’ ‘family’ culture and how this needed to be maintained
during the expansion if they were to remain successful. This response links motivation
provided by this culture to maintaining productivity as the business expands. An
alternative approach would be to explain how the expansion of Greggs could destroy
the current successful culture and lead to less successful commercial results for the
business.

A
Q ResultsPlus
Examiner Tip

Make sure that answers are applied to the business in question. Greggs’ culture is
largely defined by its history as a family baker, so try to include this as an example,
even in the smaller, 4 mark questions.
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Question 5

Question 5 was the quantitative element of the paper, requiring candidates to calculate a
financial ratio and interpret this accurately. It was split into two sections, but candidates
were expected to answer the question as two linked tasks related to the data provided. This
was clear and candidates attempted this successfully.

Return on Capital Employed is a key ratio for candidates to use in interpreting a business's
performance. It shows how effectively they use the investment into the business to
generate profit. Business's such as Greggs which have shareholders are particularly
interested in achieving a positive and growing figure year on year.

5 (a) Using Evidence B, calculate Greggs' Return on Capital Employed (ROCE) for 2010
and 2011.
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(b) Assuming the typical ROCE of Greggs' competitors is 10%, comment on the
results of your calculations.

ﬁ ResultsPlus

Examiner Comments

This answer accurately completes the calculation and expresses the results with
percentage signs included as is required. Although there is a description of the ratio
and instructions on how it is calculated, this is not required to secure full marks. In the
second section the candidate makes accurate comparative statements such as ‘three
times bigger’ and '0.7%’, which shows a sound interpretation of what has happened to
the ratio and what this means to Greggs as a business.

A
- OO ResultsP!

Examiner Tip

us

When using the results of calculations, such as ratios in this case, use the data that
you have calculated and interpret this as part of your analysis. It will help your

answers to be more precise and inform the analysis to a degree that is expected at this
level.
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Question 6

Human Resource Competiveness is an important area of the specification, encompassing the
two main measures of Labour Turnover and Labour Productivity. It is particularly important
to a business such as Greggs that has actively sought to improve these measures, but has
faced many challenges from businesses in this and similar sectors.

Question 7 (a)

This question was about a very high profile planned change in government taxation

policy. It asked students to suggest how this might impact on Greggs' corporate strategy
overall. Many candidates had clearly spent time researching this thoroughly and as a result
performed well in their responses.

Any change in taxation policy is a good example of an external factor to which a business
can only react. Many candidates used the PEST analysis framework to assess its impact
here. PEST analysis is not specifically in the specification for this unit, but where candidates
used it accurately they gained reward.
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In 2012, the UK Government considered applying VAT to hot takeaway food. This could
be regarded as a political influence.

7 *(a) Assess the likely implications on Greggs' corporate strategy of applying VAT to hot
takeaway food.
(20)
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=
4 ResuitsP

us
/\ Examiner Comments

Again, the command word for this question is ‘assess’ and therefore candidates need
to make a judgement based on a two-sided argument. In this case the two-sided
argument was most likely to be about whether the tax change would or would not
affect Greggs’ corporate strategy of opening more stores and expanding in the UK.
As an indirect tax, VAT could be ‘absorbed’ by Greggs, leaving the prices charged

to customers the same, or passed on in a price increase. Many candidates picked

up on this and evaluated effectively based on this line of approach. Better answers
contextualised the effect by explaining how the proposed change would affect all
businesses selling hot takeaway food and not just Greggs. Effective judgements often
utilised theories such as Ansoff and Porter to suggest that if Greggs were to maintain
a strategy based on cost leadership, the VAT increase could have a large effect, but if
they continued with moving into new markets such as coffee shops, this would have
less effect as VAT is already levied on these products.

It was not essential for candidates to express knowledge of the fact that the
government policy was reversed - the key was that the theoretical implications of such
a tax rise were fully discussed.

N

ResultsP

Examiner Tip

us

Think of the choices that are open to a business in response to an external change. It
is rare that they only have one option and in the case of Greggs, the choice could be
linked to a wider discussion about the future course of their strategy. In questions such
as these explore, all possibilities and where suitable use the tools offered by Ansoff and
Porter to add precision to your answers.
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Question 7 (b)

The potential clash between corporate objectives based on achieving profit for shareholders,
and one of acting in a socially responsible way to benefit stakeholders, is a fundamental
aspect of corporate strategy and a key feature of this unit. In the case of a business such as
Greggs, which has aspects of its operations aimed at both objectives, this is a fertile area
for exploration.

The question requires candidates to make a judgement about Greggs' expansion plans
and how these might be affected by these competing objectives. In other words, are the
concepts at odd with each other, or can they be reconciled successfully.

GCE Business Studies 6BS04 01
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Examiner Comments

This response fully explores the arguments that Greggs’ is expanding for purely profit-
based motives and uses examples to show how this may not be socially responsible.
It goes on to discuss how social responsibility might depend on expansion, or at least
complement it as the business grows. At all points the answer is in context - related
to Greggs, the pre-release material and the nature of the bakery and takeaway food
market. The candidate also makes a distinction between the short-term and the long-
term which is always a powerful method of evaluation.

Q ResultsPlus

Examiner Tip

Try to make a distinction between the short-term and long-term where appropriate to
the question when evaluating. The effect of a particular decision or strategy will rarely
be the same immediately after it has been made compared to a year or two in the
future. However, make sure you fully explain any distinction - this response does not
add explanation as to why the two objectives ‘need each other’ in the long-term. Extra
marks would have been achieved if it did so, particularly if the explanation brought
something in to the argument from the Market, Objectives, Product or Situation
(MOPS) that Greggs operates in.

GCE Business Studies 6BS04 01 19



20

Paper Summary

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

Make sure that they are fully aware of the content of the pre-release material and have
a secure understanding of all the business terminology within it, particularly those that
appear in the specification as well.

Read the additional evidence carefully. By its nature it is intended to give you additional
information and raise additional issues that are likely to be examined. As you will not
have seen this information before the examination, carefully reading it at the start of
the exam is time well spent.

Practise writing in context. This means showing an understanding of the business and
its wider situation: its market, objectives, products or services, and the situation it
currently finds itself in. Simply writing 'Greggs' at this level is not sufficient; candidates
need to show an understanding that it is a rapidly growing, popular business, which is
expanding quickly through internal growth, but may be facing some problems along the
way, particularly objections from stakeholders who question its effects on local bakeries.
This is all evident in the case study, but understanding can be deepened through wider
reading of the financial press and news articles to understand current developments.

Aim to write balanced, evaluative answers to questions: 6, 7(a), 7(b) - this means
writing two-sided answers with a conclusion that answers the question directly and
brings in wider contextual points that supports the overall judgement.

Practise time-management so that the last questions in particular can be given sufficient
time to be answered in depth and detail. Together these questions are worth 62.5%

of the paper's marks, so performance on these will have a big effect on a candidate's
overall mark.

Look for the command words in each question and structure their answers accordingly
- this avoids writing answers that are either too short or too detailed, and should help
with overall time management.

Ensure that you are writing answers to the question posed: it will state clearly the
perspective from which to answer e.g. stakeholders - answers clearly focused in this
way are likely to achieve the higher level marks.

Avoid quoting or referencing television programmes in written responses. Although
these provide useful resources for classroom preparation, they should not be seen
as the primary source of information for students; this will always be the pre-
release material and the small quantity of unseen stimulus material published in the
examination paper.
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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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