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Managing the Business — January 2010
Section A

| felt that all bar one of the questions discriminated well and it was significant that candidates
were able to do well using a number of different approaches. The better candidates explained
their answers very well although some wrote a little too much (this may have had a knock on
effect later). Some candidates appeared unwilling or unable to support their answers, either
by explaining the reason for their choice or by the reason(s) for discounting other choices.
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Question 1

Most candidates were familiar with the Boston Matrix and were able to relate the ‘cash cow’
to the Boston Matrix. Better candidates were able to position the cash cow as product with

a high market share and low market growth, used the information to explain that the revenue
can be used to support other products and often related the answer to the product life cycle.
Less convincing answers, whilst mentioning the Boston Matrix, did not attempt to explain its
purpose, or indeed suggested the cash cow to have high market growth as well as high market
share. A number of candidates scored 3 marks on this question and a fourth could have been
obtained by a succinct explanation of why one of the distracters was incorrect.

SECTION A
Answer ALL the questions in this section.

Write the letter of your chosen answer in the box and then explain your choice in the space
provided.

You should spend 30 minutes on this section.

1 (a) At the Atrium Café in Beverley, in Yorkshire, the bacon, lettuce and tomato
baguette is a popular item. The owner described it as a‘cash cow’ A cash cow is

A aproduct which generates all the profit for a firm

B aproduct with a high market share and a high rate of growth

C aproduct with a low market share and a high rate of growth

D aproduct which generates a significant amount of revenue for a firm
Answer D

(b) Explain why this answer is correct.

A Cosh.... Cow... A5 w({m\mu\\% .......... O
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Plus

Examiner Comments

The candidates selects the correct option and gains one further mark for explaining that a cash cow has a
high market share but has no room for growth. The last part of the answer is a repeat of the chosen option.
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SECTION A
Answer ALL the questions in this section,

Write the letter of your chosen answer in the box and then explain your choice in the space
provided.

You should spend 30 minutes on this section.

1 (a) At the Atrium Café in Beverley, in Yorkshire, the bacon, lettuce and tomato
baguette is a popular item. The owner described it as a ‘cash cow' A cash cow is

A aproduct which generates all the profit for a firm

B aproduct with a high market share and a high rate of growth

€ aproduct with a low market share and a high rate of growth

D aproduct which generates a significant amount of revenue for a firm
Answer &0

(b) Explain why this answer is correct.
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Plus

Examiner Comments

This candidate scores full marks by identifying that a cash cow has ‘a high market share but has reached
the top and doesn’t grow much more’. (S)he then goes on to explain, correctly, why 2 of the other options
are not the right answers, identifying two of the other segments of the Boston Matrix and fitting them to
distracters within the question.
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SECTION A
Answer ALL the questions in this section.

Write the letter of your chosen answer in the box and then explain your choice in the space
provided.

You should spend 30 minutes on this section.

1 (a) At the Atrium Café in Beverley, in Yorkshire, the bacon, lettuce and tomato
baguette is a popular item. The owner described it as a‘cash cow' A cash cow is

A aproduct which generates all the profit for a firm

B aproduct with a high market share and a high rate of growth

C aproduct with a low market share and a high rate of growth

D aproduct which generates a significant amount of revenue for a firm
Answer C

(b) Explain why this answer is correct.
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Examiner Comments

The candidate chooses the wrong option (C) but is able to secure one mark for correctly identifying that
B is an incorrect answer as a product with a high market share and a high rate of growth is a ‘Rising Star’,
and although the Boston Matrix is not specifically referred to, the knowledge can be implied.
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SECTION A
Answer ALL the questions in this section.

Write the letter of your chosen answer in the box and then explain your choice in the space
provided.

You should spend 30 minutes on this section.

1 (a) At the Atrium Café in Beverley, in Yorkshire, the bacon, lettuce and tomato
baguette is a popular item. The owner described it as a ‘cash cow' A cash cow is

A aproduct which generates all the profit for a firm

B a product with a high market share and a high rate of growth
€ a product with a low market share and a high rate of growth
D

a product which generates a significant amount of revenue for a firm

Answer D

(b) Explain why this answer is correct.

I

e
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a

Examiner Comments

The candidate chooses the correct option and explains that a cash cow has a high market share but does
not have much market growth — a further mark is gained here. (S)he then draws the outline of the Boston
Matrix but does not label it as such, nor is there any explanation of its meaning/significance or any
attempt to put a context to the answer. No further marks are gained.

General. The best answers explain that a cash cow has a high market share and low market
growth and that the revenue gained is often used to support other, less successful, products

such as ‘problem children’ as identified within the Boston Matrix. Answers explaining the purpose
of the matrix and perhaps linking the answer, in context, to the product life cycle can provide
another route to full marks.
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Question 2

The very best answers here clearly showed that some candidates (and by association, some
centres) had a very clear understanding of Herzberg’s work. It was pleasing to see that in the
throes of the exam hall candidates could explain that maintenance/hygiene factors, whilst not
themselves demotivating, need to be in place before workers could be motivated. Unfortunately
these candidates were few and far between and many candidates chose ‘pay’ as their answer.
Sometimes their justification was to bring in another theory, e.g. Taylor, to explain their answer
but this is not only disappointing but inappropriate as well. This question was the least well
answered of the six multiple choice questions. It was noticeable that whilst some candidates
knew what hygiene factors were they still chose the wrong option.

2 (a) Convention dictates that a company looks after its shareholders first, their
customers next and their employees last of all. At Virgin we do the opposite
because our employees matter most.

Richard Branson

Which of the following would not be considered a maintenance or hygiene factor
according to Herzberg's theory of motivation?

A Working conditions
B Recognition

C Pay

D Administration
Answer D

(b) Explain why this answer is correct.

______ DEMWRVE | wWerRatg condiieus  \peda. beang.goeah
................ weee  morwaredh oy this hyaeenr ek,
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Examiner Comments

Here the candidate plumps for D which is the wrong answer and then omits to mention the chosen option
(administration) at all. (S)he was able to pick up one mark for correctly identifying and explaining that
‘recognition’ was the biggest motivating factor — debateable, but in the right area.
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2 (a) Convention dictates that a company looks after its shareholders first, their
customers next and their employees last of all, At Virgin we do the opposite

because our employees matter most.
Richard Branson

Which of the following would not be considered a maintenance or hygiene factor
according to Herzberg's theory of motivation?

A  Working conditions
B Recognition

C Pay

D Administration
Answer D

(b) Explain why this answer is correct.

Wﬂf /nm:- B PT IO .

Examiner Comments

The candidate doesn’t score any marks but this answer is chosen to illustrate how difficult it is to gain
marks when the candidate dismisses 3 of the options (2 correctly and one incorrectly) in one fell swoop;
far better to try to explain individually why 2 of the options are incorrect. In this way a reasonable
explanation will guarantee at least one mark.
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2 (a) Convention dictates that a company looks after its shareholders first, their
customers next and their employees last of all. At Virgin we do the opposite
because our employees matter most.

Richard Branson

Which of the following would not be considered a maintenance or hygiene factor
according to Herzberg's theory of motivation?

A Working conditions

B Recognition

C Pay

D Administration

Answer B

(b) Explain why this answer is correct.

believed h
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Examiner Comments

This is an example of a very good answer scoring full marks. The candidate recognises that hygiene
factors have the ability to demotivate if not in place but are not motivators themselves. The quality
of the response is strong.
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2 (a) Convention dictates that a company looks after its shareholders first, their
customers next and their employees last of all. At Virgin we do the opposite

because our employees matter most.
Richard Branson

Which of the following would not be considered a maintenance or hygiene factor
according to Herzberg's theory of motivation?

A Working conditions
B Recognition

C Pay

D Administration
Answer D

(b) Explain why this answer is correct.
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Examiner Comments

Although the candidate chose the incorrect option, a degree of understanding was shown when (s)he
explained how Herzberg saw and separated hygiene factors and motivation factors. (S)he was then able
to identify 2 hygiene factors, enabling 2 marks to be gained.
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Question 3

This question had the second most correct responses of the six items but the reasoning behind
the answer was often unpredictable. Of all the questions this was the most straightforward one
to achieve the marks for explanation. Candidates who suggested that ‘advertising legislation’
was outside of a firm’s control; was government based; and then mentioned the health debate
surrounding firms such as McDonald’s, had their three marks fairly quickly. An explanation that
the other three were internal constraints would have garnered another mark but how much
better to say (particularly if the candidate hadn’t written a great deal) that generating funds
(option A) was an internal constraint because it was often dependent on a firm’s performance,
and/or that the decision to reduce prices (option B) was an internal constraint because pricing
strategy is decided by individual firms in the light of market conditions. It was disappointing to
see that a number of candidates thought ‘channels of distribution’ was an external constraint.

3 (a) McDonald’s, a chain of fast food restaurants, has set itself the marketing objective
of sales growth. Which of the following constraints to sales growth is an external
constraint?

A The business is unable to generate new funds
B Management are reluctant to reduce prices
C Advertising legislation

D The firm uses a limited number of channels of distribution

Answer C,

(b) Explain why this answer is correct.

controlHhemselves Zas ik is the Jws padle by ...
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Plus

Examiner Comments

Here the candidate scores 3 marks as, along with the correct response, there is an identification that an
external factor is outside a firm’s control and this is because, in this case, it is a law made by government.
A third mark in part (b) could have been earned if the answer had been in context linking advertising of
‘fast foods’ with McDonald’s and analysing its effect on sales growth.
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3 (a) McDonald’s, a chain of fast food restaurants, has set itself the marketing objective
of sales growth. Which of the following constraints to sales growth is an external
constraint?

A The business is unable to generate new funds

B Management are reluctant to reduce prices

C Advertising legislation

D The firm uses a limited number of channels of distribution
Answer A

(b) Explain why this answer is correct,

Examiner Comments

The only thing to recommend about this answer is that it is short.
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3 (a) McDonald’s, a chain of fast food restaurants, has set itself the marketing objective
of sales growth. Which of the following constraints to sales growth is an external
constraint?’

X A The business is unable to generate new funds
B Management are reluctant to reduce prices
Ve Advertising legislation

/D The firm uses a limited number of channels of distribution
Answer (\

(b) Explain why this answer is correct.
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Plus

Examiner Comments

This is an example of a good answer, scoring full marks. The candidate not only quickly explains what
an external constraint is but then puts the answer into context linking the legislation to healthy eating.
(S)he then goes on to explain why 2 of the other responses are incorrect.
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1
'3 (a) McDonald’s, a chain of fast food restaurants, has set itself the marketing objective
of sales growth, Which of the following constraints to sales growth is an external

constraint?

A The business is unable to generate new funds

B Management are reluctant to reduce prices

C Advertising legislation

D The firm uses a limited number of channels of distribution

Answer C

(b) Explain why this answer is correct.

Examiner Comments

Another answer gaining full marks, but this time doing so without recourse to explaining any of the
incorrect responses. McDonald’s is quickly brought ‘into play’ linking a ban on claims about healthy
eating to legislation and then providing an explanation of its effect on consumers.
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3 (a) McDonald's, a chain of fast food restaurants, has set itself the marketing objective
of sales growth. Which of the following constraints to sales growth is an external
constraint?

A The business is unable to generate new funds

B Management are reluctant to reduce prices

C Advertising legislation

D The firm uses a limited number of channels of distribution
Answer C

(b) Explain why this answer is correct.

Uu*?f{mnlejsm\?w“d ______ Somethsao. tat MeOoalels. ...
. neb. .. confal,. thetedsce ot 3. an...exreml cantraakt.
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Examiner Comments

The candidate falls short of all 3 marks for explanation as, although McDonald’s is mentioned, there is
little reasoning provided. A mark is gained for explaining that legislation is something that McDonald’s
can't control and a second mark for stating that the other three options are internal factors. The third mark
could have been awarded for, either explaining separately how McDonald'’s could control one or more of
the other factors (A, B, or D), or by examining the effect that advertising legislation could have on

sales growth.
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Question 4

Questions with the request ‘which of the following is least likely’ often cause consternation
amongst candidates and this question was no exception. Candidates who chose option A
(increased motivation) often went on to give plausible (but in the context of the question,
incorrect) answers as to why motivation would increase from the introduction of a decentralised
system of management. Questions are always set in context and centres would do well to remind
their students of this. Too often the context in this question was ignored making the answer more
difficult to justify. Significant numbers of candidates correctly explained what a decentralised
system was, yet still got the answer incorrect with the most incorrectly chosen option as

‘D’ - increased speed. Many candidates wrote fluent correct explanations citing departments/
faculties viewing structures differently and hence making less consistent decisions and these
responses were rewarded appropriately.

4 (a) Schools and colleges in the UK are changing the way they operate their
administration systems,

~Which of the following is least likely to result from the introduction of a more
decentralised system of management? OE}
+ % A Increased motivation amongst those empowered to make decisions
X B Greater consistency in the decisions made

X . € The development of skills among the junior members of the management
team

X D Anincrease in the speed at which essential decisions are made

Answer f\

(b) Explain why this answer is correct.

kg o nonuate... .6, MAKIG.. oM. {eof dAlaed
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Plus

Examiner Comments

No marks scored here as the candidate fails to appreciate that the question asks for the option that is
least likely to result. The answer states that there will be increased motivation as a result of making staff
part of the chain of command. This is entirely possible but it doesn’t meet the criteria of ‘least likely’.
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4 (a) Schools and colleges in the UK are changing the way they operate their
administration systems.

Which of the following is least likely to result from the introduction of a more
decentralised system of management?

|
| A Increased motivation amongst those empowered to make decisions
‘ B Greater consistency in the decisions made

C The development of skills among the junior members of the management
team

D Anincrease in the speed at which essential decisions are made

Answer g

(b) Explain why this answer is correct.
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Examiner Comments

A well crafted answer, scoring full marks, which initially establishes that decentralisation leads to power
passing down a level and that this would adversely affect the consistency of any decisions. The candidate
then goes on to explain why those decisions would be made more quickly (ruling out option D), and is
rewarded for this.
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4 (a) Schools and colleges in the UK are changing the way they operate their
administration systems.

Which of the following is least likely to result from the introduction of a more
decentralised system of management?

A Increased motivation amongst those empowered to make decisions
B Greater consistency in the decisions made

C The development of skills among the junior members of the management
team

i D Anincrease in the speed at which essential decisions are made

; Answer B
(b) Explain why this answer is correct,
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Examiner Comments

Three marks are awarded here. The candidate understands the main thrust of a more decentralised system
and explains why decisions are less likely to be consistent but is less sure in disregarding the incorrect
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4 (a) Schools and colleges in the UK are changing the way they operate their
administration systems.,

Which of the following is least likely to result from the introduction of a more
decentralised system of management?

A Increased motivation amongst those empowered to make decisions
B Greater consistency in the decisions made

C The development of skills among the junior members of the management
team

D Anincrease in the speed at which essential decisions are made

Answer %

(b) Explain why this answer is correct.
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This is an excellent response, identifying, in context, the crux of why decentralisation leads to inconsistency
in decision making and skilfully dismissing the incorrect responses. If there is any criticism to be made it
is that the answer is a little too long. Time pressures later in the examination may become an issue if all
responses were of this length.
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Question 5

This question had the largest number of correct responses yet the justification of those responses
left a lot to be desired. Candidates who got full marks more often than not did so by correctly
explaining what JIT was and then by explaining why two of the incorrect responses were essential
to JIT. This approach is perfectly feasible and, in the context of this question, just as well, as few
gave a correct response as to why ‘lower wages’ was the correct answer. The reason for this is
that candidates either misread or misinterpreted the stem of the question which clearly stated
‘this requires each of the following from its suppliers, except’, - the key word being suppliers.
Many candidates stated that wages for warehouse staff were a matter for Nissan to deal with
whilst others justified this (correct) response as being ‘nothing to do with Nissan’. What was
hoped for was better reasoning along the lines of whatever the administration costs and wage
costs of the supplier, this was not a concern of Nissan but a matter for the suppliers to decide.
Once again some candidates dismissed the three incorrect responses by stating they were all
required for JIT. Two marks could have been gained here by stating, for example, that Nissan
would require components with zero defects, because using a JIT approach gave them no spare
stock to use if there were a faulty batch. Similarly another mark could be had if the candidate
explained why total reliability was important, rather than just stating it was so.

5 (a) The Nissan car plant in Sunderland operates a just-in-time method of stock
control. This requires each of the following from its suppliers, except:

A lower wages for its warehouse staff, and low administration costs

(B) total reliability in delivering products as and when needed

[C) adaptability and a quick response to changing stock needs

—

D components which have zero defects

Answer ﬂ

(b) Explain why this answer is correct.

A.. j.t.#-.-fb}' ca-tme  method  woua\d | reguve Yolst T“E\!l.ﬁ!-bk\'\l'&w.
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Examiner Comments

This answer is typical of responses to this question. The candidate chooses the right option but doesn’t
explain correctly why that answer is correct. Marks are gained when the candidate moves to explain why 2
of the other responses are incorrect, the key point being that the candidate doesn’t just dismiss an option
but states why it is not applicable, thus demonstrating an understanding of the problem.
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5 (a) The Nissan car plant in Sunderland operates a just-in-time method of stock
control. This requires each of the following from its suppliers, except:

A lower wages for its warehouse staff, and low administration costs
B total reliability in delivering products as and when needed

C adaptability and a quick response to changing stock needs

D components which have zero defects

Answer A

(b) Explain why this answer is correct,

Examiner Comments

The candidate answers correctly but gets rather bogged down as to why ‘lower wages for warehouse staff
and low administration costs are not the concern of Nissan'. If Nissan is happy with a price quoted by its
suppliers it isn’t concerned with what the supplier pays its staff or the cost of its administration.
The candidate states that the other 3 options are crucial to JIT and just about gets away with this by
succinctly explaining the basics of this concept. (S)he is awarded 2 marks for the explanation. A better
way of assuring full marks would have been to explain why one or two of the distractors were not
relevant to the answer.
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4 (a) Schools and colleges in the UK are changing the way they operate their
administration systems,

Which of the following is least likely to result from the introduction of a more
decentralised system of management?

A Increased motivation amongst those empowered to make decisions
B Greater consistency in the decisions made

C The development of skills among the junior members of the management
team

D Anincrease in the speed at which essential decisions are made

Answer %

(b) Explain why this answer is correct.

Mohvohng dcondung to Vezdry |, and
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Examiner Comments

Full marks are awarded to this response because the candidate shows clear understanding of the issue,
choosing to explain the JIT process and the needs of such a process. In doing so (s)he dismisses two of
the incorrect responses with great clarity.
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5 (a) The Nissan car plant in Sunderland operates a just-in-time method of stock
control. This requires each of the following from its suppliers, except:

A lower wages for its warehouse staff, and low administration costs
B total reliability in delivering products as and when needed
C adaptability and a quick response to changing stock needs

D components which have zero defects

Answer 0\—

(b) Explain why this answer is correct.
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Plus

Examiner Comments

Another sound response to this question, which achieves full marks. A good understanding of JIT is shown
along with an explanation of what is needed for such a system to work. The candidate goes on to offer a
plausible reason why administration costs for the supplier may be high and although it is not necessary
to do so, the explanation further enhances the understanding shown.
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5 (a) The Nissan car plant in Sunderland operates a just-in-time method of stock
control. This requires each of the following from its suppliers, except:

A lower wages for its warehouse staff, and low administration costs
B total reliability in delivering products as and when needed

C adaptability and a quick response to changing stock needs

D components which have zero defects

Answer A

(b) Explain why this answer is correct.
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Plus

Examiner Comments

The candidate answers correctly and manages a reasonable explanation of JIT. A further mark is gained
when the candidate states that options B, C and D are essential for JIT, but the answer would have been
better if there had been an explanation as to why 2 of these responses were essential to the process.
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Question 6

Some candidates were guilty of trying to be a bit too clever when answering this question, stating
(perhaps correctly) that Sony were not the best in the market and that a price rise would lead
to a drop in demand for the MP3 player. The question does not require candidates to have any
particular knowledge of the product, only a working knowledge of how to apply price elasticity.
The key word in the question as regards elasticity is ‘if’. Those candidates who recognised this
and were well schooled in the concept gained the three explanation marks effortlessly. Common
(good) answers defined price elasticity, linked low price elasticity to a USP (unique feature in
this case) and showed the effect of a price rise on demand. There was little need for these
candidates to explain why any of the distracters was wrong, although this is not to say that marks
were not gained this way. Some candidates, whilst getting confused as to the meaning of low
price elasticity still managed to pick up marks, primarily for an explanation of the principal term,
i.e. price elasticity. Others floundered a little with this question and scored poorly.

6 (a) The price elasticity of demand for a Sony MP3 player is likely to be low if

A itis very similar to competitors’ products

B the company has a very low advertising budget for this product
C the brand has low consumer loyalty

D it has an attractive unique feature and design

Answer D

(b) Explain why this answer is correct.
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Plus

Examiner Comments

A correct answer with an unexpected way of achieving 3 marks for explanation. Although the question
asks about low price elasticity the candidate initially chooses to show understanding by explaining how
high price elasticity would affect demand, before contrasting this with a reference to the unique feature
mentioned which determines the low price elasticity in this case.
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Answer D

(b) Explain why this answer Is correct.
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Plus

Examiner Comments

Although this answer is not perfect, the candidate does enough to achieve full marks. A good definition
of price elasticity underpins the answer and this is then related to the unique feature that the question
suggests Sony possesses. The candidate explains that the consumer will buy the product whatever the

price and although this may not strictly be the case there is enough understanding of the concept shown
to warrant full marks.
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Examiner Comments

Given that the candidate displays a good understanding of what makes a product price
inelastic it is perhaps surprising that the wrong option is chosen. Although this is
compounded by an incorrect formula the candidate makes two valid points in the
explanation to justify the awarding of 2 marks.
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Examiner Comments

The candidate scores 3 marks here with the correct option chosen and a sound explanation of how a USP
results in low price elasticity. There is no attempt to define the concept of price elasticity and the context
is tenuous (Sony MP3 player is not mentioned) and therefore the extra mark is not awarded.
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6 (a) The price elasticity of demand for a Sony MP3 player is likely to be low if

it is very similar to competitors’ products

the company has a very low advertising budget for this product

A
B
C the brand has low consumer loyalty
D

it has an attractive unique feature and design

Answer A

(b) Explain why this answer is correct.
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Examiner Comments

The candidate shows an understanding of the problem and offers a good explanation why a product
with a unique design will be bought even when price rises. Options A, B, and C are dismissed in one
sentence and although there is merit in the explanation it is only enough to secure one further mark.

It is recognised that time is a constraint but it is always better to give two separate explanations as to
why options are incorrect.
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Section B

My overall feeling about this section was that candidates were comfortable with the evidence
presented to them with little confusion about the information given. It was perhaps a little
disappointing to see, for example, reference in answers to question 8 on financial incentives

to pay workers, suggestions to pay workers irrespective of the number of systems fitted, when
it was clearly mentioned (twice) that this was the current procedure. Questions 11 and 12
offered candidate the opportunity to display their evaluative skills - the difference in response
was mainly related to context. On q11 many candidates offered little or no context, preferring
instead to just compare loans and overdrafts, alarmingly inaccurately in some cases, whilst in
q12 it was difficult to avoid context and marks appeared easier to obtain. The skill of evaluation
was again tested in q13 but those candidates who answered this question, and there were many
who did not, didn’t exercise this skill well as often they never came up with two techniques

or if they did, did so incorrectly.

Question7

A good number of candidates scored reasonably well on this question, especially when they
identified external factors such as recession and then went on to explain the effect that this
might have on the firm - good or bad. Similarly with competition, where the chance to bring
in sound business concepts such as brand loyalty or elasticity would have greatly enhanced
responses and led to higher marks. Too many candidates dealt, very carelessly, with costs,
displaying either a lack of knowledge about the concept turnover or not linking an increase
in costs to a perceived need to increase prices and then perhaps to establishing this link to
a possible fall in sales. If the cost element is not linked to turnover there are no marks to be
gained from such an answer. Candidates who used the evidence to suggest that the figures
may have been unrealistically high were rewarded accordingly.

General

For four mark questions in the second section of the paper it is always likely that marks will be
awarded for knowledge, application and analysis. It is important to remember that in order to
achieve this the answer should be in context and that points should be explained rather than
just stated. Applying the theory to a particular situation requires a thoughtful approach and
some analysis.
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Cash-flow Forecast
2009 Jan Feb Mar April May June
Income £ £ £ £ £ £
Sales*® 20,500 26,000 42,000 42,000 53,000 | 53,000
Expenditure
Labour 6,000 6,000 6,000 6,000 6,000 6,000
Premises 4,000 4,000 4,000 4,000 4,000 4,000
Advertising 2,000 2,000 2,000 2,000 2,000 2,000
Motoring 1,900 1,900 1,900 1,900 1,900 1,900 |3% %00
Admin 1,400 1,400 1,400 1,400 |& 1,400 1,400 |3 2,400
Finance 500 500 500 500 |00 500
Sundries 1,000 1,000 1,000 1,000 1,000 1,000
Materials 11,000 14,000 22,000 22,000 28,000 | 28,000
Drawings 2,000 2,000 2,000 2,000 2,000 2,000
Total Exp 29,800 32,800 40,800 40,800 A 46,800
Net Cash-flow (9,300) | (6,800) 1,200 1,200 B 6,200
Cumulative Balance (9,300) | (16,100) | (14,900) | (13,700) C (1,300)

*The estimates for future sales indicated a similar level to those budgeted for In May and June, except for December
when sales were expected to fall.

Figure 3

7 Give two reasons to explain why the budgeted sales for 2009 (Figure 1) may not be
achieved.

Examiner Comments

The question refers to budgeted sales but this candidate concentrates solely on costs and does not secure
any marks. The candidate could have gained marks by linking the information provided to its effect on
turnover but does not do so.
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Cash-flow Forecast

2009 Jan Feb Mar April May June

Income £ £ £ £ £ £

Sales* 20,500 | 26,000 | 42,000 | 42,000 | 53,000 | 53,000
Expenditure

Labour 6000 | 6000 | 6000 | 6000 6,000 | 6,000 \o
Premises 4,000 4,000 4,000 4,000 4,000 4,000 1z
Advertising 2,000 2,000 2,000 2,000 2,000 | 2,000 vE
Motoring 1,900 1,900 1,900 1,900 1,900 | 1,900 "
Admin 1400 | 1400 | 1400 | 1,400 1,400 | 1,400 =
Finance 500 500 500 500 500 500 (;é
Sundries 1,000 1,000 1,000 1,000 1,000 1,000 L6 For
Materials 11,000 | 14,000 | 22,000 | 22,000 | 28000 | 28000

Drawings 2,000 2,000 2,000 2,000 2,000 2,000

Total Exp 29,800 | 32,800 | 40800 | 40,800 76| 46,800

Net Cash-flow (9,300) | (6800) [ 1200 | 1200 {PP®7/ /| 6200
Cumulative Balance | (9,300) | (16,100) | (14,900) | (13,700) [#/ZETH) | (1,300)

*The estimates for future sales indicated a similar level to those budgeted for in May and June, except for December
when sales were expected to fall.

Figure 3

7 Give two reasons to explain why the budgeted sales for 2009 (Figure 1) may not be
achieved,
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Examiner Comments

This candidate really grasps the essence of the question and the answer makes reference to internal and
external factors. The external factor identified is competition and the candidate looks at the effect that
lower prices from new firms may have on the demand for TSS’s product. The internal factor is well thought
out and explained. Using the evidence provided, the candidate argues that engineers being paid regardless
of the number of systems fitted have little motivation to be productive. This may reduce the efficiency of
the firm and perhaps lose customers. Two marks are awarded for each point.
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THIS REFERENCE IS A REPEAT OF THE PREVIOUS PAGE

Plus

Examiner Comments

It is galling to see at this level of examination candidates using the word ‘of’ instead of ‘have’, but despite
this the candidate offers two relevant points, explains them both well and scores full marks.
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Cash-flow Forecast

2009 Jan Feb Mar April May June
Income £ £ £ £ £ £
Sales* 20,500 26,000 42,000 42,000 53,000 53,000
Expenditure

Labour 6,000 6,000 6,000 6,000 6,000 6,000
Premises 4,000 4,000 4,000 4,000 4,000 4,000
Advertising 2,000 2,000 2,000 2,000 2,000 2,000
Motoring 1,900 1,900 1,900 1,900 1,900 1,900
Admin 1,400 1,400 1,400 1,400 1,400 1,400
Finance 500 500 500 500 500 500
Sundries 1,000 1,000 1,000 1,000 1,000 1,000
Materials 11,000 14,000 22,000 22,000 28,000 | 28,000
Drawings 2,000 2,000 2,000 2,000 2,000 2,000
Total Exp 29,800 32,800 40,800 40,800 A 46,800
Net Cash-flow (9,300) (6,800) 1,200 1,200 B 6,200
Cumulative Balance (9,300) | (16,100) | (14,900) | (13,700) C (1,300)

*The estimates for future sales indicated a similar level to those budgeted for in May and June, except for December
when sales were expected to fall.

Figure 3

7 Give two reasons to explain why the budgeted sales for 2009 (Figure 1) may not be
achieved.

Examiner Comments

The first point made in this answer is irrelevant with its focus on profits and costs. There is no clear link to
why sales levels may not be achieved. The second point is symptomatic of weak candidates. Marks cannot
be awarded for blandly stating that the firm may not make the forecasted level of sales — such a statement
must be justified; ie explanation must be present. No marks awarded.




GCE Business studies 6BS02/01

)

Cash-flow Forecast

2009 Jan Feb Mar April May June
Income £ £ £ £ £ £
Sales* 20,500 26,000 42,000 42,000 53,000 53,000
Expenditure

Labour 6,000 6,000 6,000 6,000 6,000 6,000
Premises 4,000 4,000 4,000 4,000 4,000 4,000
Advertising 2,000 2,000 2,000 2,000 2,000 2,000
Motoring 1,900 1,900 1,900 1,900 1,900 1,900
Admin 1,400 1,400 1,400 1,400 1,400 1,400
Finance 500 500 500 500 500 500
Sundries 1,000 1,000 1,000 1,000 1,000 1,000
Materials 11,000 14,000 22,000 22,000 28,000 28,000
Drawings 2,000 2,000 2,000 2,000 2,000 2,000
Total Exp 29,800 32,800 40,800 40,800 A 46,800
Net Cash-flow (9,300) (6,800) 1,200 1,200 B 6,200
Cumulative Balance (9,300) | (16,100) | (14,900) | (13,700) C (1,300)

*The estimates for future sales indicated a similar level to those budgeted for in May and June, except for December
when sales were expected to fall.

Figure 3

7 Give two reasons to explain why the budgeted sales for 2009 (Figure 1) may not be
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Examiner Comments

The candidate makes 2 good points here. In particular, ‘window dressing’ the figures to please the bank
manager is a justifiable answer. The mention of external factors such as laws and technology and an
attempt to link this to sales of security systems is also welcome. The answer scored 3 out of 4. The fourth
mark could have been gained if either one of the explanations had a little more to them. For example, if
the candidate had added ‘in order to attract funds’ to the first point an analysis mark could have been
awarded. Similarly if the candidate had sought to illustrate the effect of a new law on sales levels, perhaps
by relating curbs on intrusive CCTV to a fall in sales, then the fourth mark would be awarded.
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Question 8

It was not difficult for candidates to identify two types of financial incentives; piece rates,
bonuses and commission in that order being the preferred choices. What was more challenging
was to put them in context and to refer to fitting systems - far to many candidates referred to
producing/making the systems, a careless error. Those candidates who chose, for example, piece
work, and related this to fitting the systems, could pick up marks straight away. A third mark
could have been available if a rider had been attached mentioning that a quality check should
also be part of a fair system. Very few candidates identified any problems with a piecework
system, such as the availability of work and what would happen if no work was available.
The best responses here combined a flat rate system with piecework or bonus. There was no
evidence to suggest that the engineers sold systems yet a number of candidates suggested
commission for sales made. Some candidate suggested letting the engineers take the vans home,
while others suggested increasing their basic pay despite evidence stating that they already had
use of the vehicles and that they were already well paid. A little more care and attention could
have produced better marks for a substantial minority.

General

The stem of the question reminds candidates that the engineers are paid regardless of the
number of systems fitted or the time taken to fit them. When asked to explain 2 financial
incentives that would fairly reward the engineers it is disappointing to see some answers
suggesting that engineers should be rewarded regardless of the number of systems fitted!
Similarly candidates who suggest that engineers should be allowed to take vehicles home
with them, when evidence is provided that they already do so, are unlikely to gain favour
with examiners.
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8 Engineers at Tyler Security Systems are paid regardless of the number of systems
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.

Ahars l)"“d h M W M mlforQuestlonB 4marks].

9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management
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Examiner Comments

The candidate is perhaps fortunate to gain 2 marks here as (s)he writes about ‘making more products’,
when the evidence suggests nothing more than the engineers fit the systems. Bonuses and piecework
systems are valid incentives but they should be linked to the context of the question. As a point of general
interest it was disappointing to see so few answers that suggested piecework systems should be linked to
the quality of the finished product.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management.
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Plus

Examiner Comments

This is a strong answer as not only does it contain two acceptable incentives (bonuses and profit sharing),
it does so in context and it realises the possible pitfall of reduced quality of work. The second answer, profit
sharing, is justified as well and this is the type of response centres should be seeking from their candidates.
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8 Engineers at Tyler Security Systems are paid regardless of the number of systems
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management.

Plus

Examiner Comments

This candidate scores 3 marks for 2 acceptable responses, one of which is well explained. ‘Piece rates’ is a sound
idea and the candidate links the explanation to installing the systems, but whilst ‘performance related pay’ is
acceptable, the explanation is rather weak.
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8 Engineers at Tyler Security Systems are paid regardless of the number of systems 4 Q08
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

3 Qo9

Explain how such a system may help TSS improve its financial management.
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Plus

Examiner Comments

This is another good answer; two correct responses, both in context, and although one of the ideas is a
little complex there is evidence that the candidate has thought through the response with care.




GCE Business studies 6BS02/01

- —
8 Engineers at Tyler Security Systems are paid regardless of the number of systems
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management.
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Examiner Comments

On this occasion although the candidate understands what financial incentives are (s)he does not provide
a correct context, writing about ‘output’ and ‘manufacturing’. A mark is awarded for understanding the
concept of piecework.
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Question 9

On a positive note many candidates were able to determine that cash flow forecasting enabled
TSS to plan more accurately and to be able to see where potential ‘hot spots’ may occur. In
addition, if the candidate was able to explain what a cash flow forecast was then 3 marks could
be earned fairly quickly. Those candidates able to recognise that forecasts were often used to
support applications for finance, sometimes at the lender’s request, usually gained full marks. On
the negative side too many candidates confused cash with profit, an error which showed a lack of
understanding, and not enough suggested that it could be used as part of a series of budgets to
support bids for finance.
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8 Engineers at Tyler Security Systems are paid regardless of the number of systems
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management.
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Plus

Examiner Comments

This is a good example of what students should be striving to achieve. The candidate suggests that cash-
flow forecasts can be used to help identify when demand and therefore costs are likely to rise and fall.
As a consequence of this, it is suggested that firms can react better and plan a potential need for an
overdraft. Practical implications and potential outcomes are considered. A thoughtful answer, well

argued, and deserving of full marks.
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Examiner Comments

A weak response to the question, the first sentence of which is of no value. One mark is awarded for the
suggestion that cash flow forecasting can help the firm to see where they are spending too much. There is
no attempt to build on this by suggesting how this information could be used.
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8 Engineers at Tyler Security Systems are paid regardless of the number of systems
installed or the time taken to fit them (Figure 2).

Explain two financial incentives that would fairly reward the engineers at TSS.
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9 Tyler Security Systems has decided to implement a system of cash-flow forecasting.

Explain how such a system may help TSS improve its financial management.
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Examiner Comments

This candidate makes a veiled reference to variance analysis by stating that the forecast figures can be
compared to the actual ones. A second point indicating the use of forecasting as an aid to planning and
the chance of using the information to get a loan sees the marks rise to 3 out of 4, one mark for the first
point and 2 for the second point, with a clear indication of how the information could be used.
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Question 10a

Although well answered by the vast majority of candidates it was surprising to see have many
students spent a long time (many workings shown) on getting at least part of the answer wrong.
The most common error was missing the brackets or minus sign to denote a negative figure on ‘C’.

10 (a) Calculate the missing figures at points A, B, and C in the cash-flow forecast (Figure 3).

Y6500 ’

(b) Explain twe limitations of cash-flow forecasting for TSS.
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Plus

Examiner Comments

Candidates take a risk when they write their answers to numerical questions without showing their
workings. In this case the answers are correct so both marks are awarded. Marks were allocated for
either answer A or B (1 mark) and answer C. this candidate got all three answers correct.
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10 (a) Calculate the missing figures at points A, B, and C in the cash-flow forecast (Figure 3).
(2)

Examiner Comments

Although many candidates scored both marks for this question the most common error made was the
failure to record the answer for C in brackets (or even a minus sign). This candidate got the first 2 answers
correct and was awarded 1 mark, but when taking the £6200 away from (£13700), failed to realise that
the correct answer should be (£7500) not £7500.
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Question 10b

Candidates who realised that cash flow forecasts were only estimates got off to a good start.
Most candidates were aware of some limitations but relatively few scored full marks. The main
reason for this was a failure to build on an initial response, most noticeably after having said that
forecasts may have been built on an initial incorrect premise or assumption, no example being
given in support. A few responses were quite sophisticated - candidates suggesting that

the forecasts may have been deliberately misleading in order to gain finance.

(b) Explain two limitations of cash-flow forecasting for TSS. |
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An excellent answer where the candidate not only realises that external factors can play a part (exchange
rates and the state of the economy mentioned), but also that internal factors come into play (product
development mentioned). Realising that cash- flow forecasts are estimates is a good starting point but
this answer goes well beyond this and is awarded full marks.
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10 (a) Calculate the missing figures at points A, B, and C in the cash-flow forecast (Figure 3).
(2) )
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Plus

Examiner Comments

This answer is relatively brief and focuses on the accuracy of forecasted figures. It is really just one point
but recognition that the forecasts may not be particularly accurate as it is the first time they have been
drawn up, secures 2 marks.
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10 (a) Calculate the missing figures at points A, B, and C in the cash-flow forecast (Figure 3).
(2)

(b) Explain twe limitations of cash-flow forecasting for TSS.
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Examiner Comments

A number of valid points are made here and if just 2 of them had been put into context then 4 marks
could have been awarded. As it is the candidate scores 3 marks as there is a clear understanding of the
limitations of cash-flow forecasting and it could be argued that the points made are relevant to TSS.
The benefit of doubt is given.
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10 (a) Calculate the missing figures at points A, B, and C in the cash-flow forecast (Figure 3).
(2)

Examiner Comments

The candidate suggests that you can’t predict the future but that is what cash forecasting tries to do!
A recovery is made with reference to ‘unforeseen circumstances’ such as ‘unexpected costs’ and ‘a drop
in the market’ and a mark of 2 is awarded.
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Question 11

In the specification, managing working capital has a sub section of its own and contingency
finance planning options including loans and overdrafts are listed clearly. It is a little alarming,
therefore, that many candidates think that overdrafts are costless, i.e. that interest is not
charged on them. Centres should make candidates aware that interest is charged on a daily
basis every time that the overdraft facility is used, except where lenders are trying to initially
entice businesses to them, knowing that once hooked customers often are reluctant to change.
Furthermore, if clients exceed their agreed limit then the interest rate becomes even higher.
Candidates should realise that banks, like any other public limited companies, exist to please
their shareholders. That said then it must be said that some candidates had been well taught

in this area with students recognising that overdrafts were well suited to short term cash flow
problems. Where the candidates related this to evidence presented to them then marks became
easier to achieve. Surprisingly, perhaps, a number of candidates opted for loans as the answer
(candidates seemed more certain as to the specifics of loans) and if this line was argued well
marks could still be gained. When candidates are faced with a question that asks ‘to what extent’
it would be nice to see a weighing up of the evidence, and not just a repeat of the points already
made. Perhaps candidates can be encouraged to hang more weight to some particular aspect in
their summations. In this case it could be along the lines of ‘although loans may bring certainty
to a borrower, knowing the exact repayments each month, then in the case of TSS, where
projections suggest that the length of time the overdraft will be needed for is relatively short,
then overdrafts best fit the bill as interest payments will cease when the overdraft is paid off’.
Finally students need reminding that questions are built around real businesses for a purpose.
An answer that compares loans and overdrafts without a context will be poorly rewarded in

the mark scheme.
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11 Banks offer businesses various forms of finance.

To what extent might an overdraft be considered better than a loan to address TSS's
cash-flow problems?
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Examiner Comments

This candidate writes a great deal but says very little of any value. Reference to ‘negative cumulative
balance’ and ‘profit’ indicate a lack of understanding of what a cash-flow forecast shows. Worthy of a mark

is the comment that the bank may be unwilling to allow a loan as the financial position is not strong, but
there is very little else of merit.
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11 Banks offer businesses various forms of finance,

To what extent might an overdraft be considered better than a loan to address TS5’
cash-flow problems?
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Examiner Comments

This candidate displays a reasonable working knowledge of the difference between loans and overdrafts
and with clear reference to TSS’s circumstances there is no problem with context. Furthermore the
candidate attempts to analyse the situation by making suggestions as to why one type of borrowing may

be preferable to another. A valid conclusion is offered without truly justifying the stance taken and a mark
of 5 is awarded.
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11 Banks offer businesses various forms of finance.

To what extent might an overdraft be considered better than a loan to address TSS's
cash-flow problems?
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Examiner Comments

This answer is typical of many — confident in the differences between a loan and an overdraft, in context,
but with only a smidgeon of analysis. If the candidate had used the information presented to form a
conclusion or recommendation the mark would have been much higher than the 4 awarded.
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Question 12

This question, above all others, gave students license to bring in a range of business concepts
and many students did so successfully. The way the question was set up allowed students to work
in context and the majority of them did so identifying problems as well as benefits of such an
opportunity. Where candidates went beyond the simplistic. e.g. not just repeating information
given to them in the question, then marks were readily acquired. A majority of candidates
accepted the difficulty involved in taking on such a large contract at short notice and the
possible need to acquire and train, at least, some new temporary new staff. Those who examined
ideas such as brand loyalty, quality control aspects, building up a new customer base and the
ability to pay off short term debts, whilst looking to invest for the future, were amply rewarded.
Those who continued to confuse producing and fitting; who presented a one-side answer, or who
summarily dismissed the notion of acceptance out of hand, tended to do poorly.

12 TSS has been offered a contract to supply CCTV cameras on two cruise ships. The
contract is valued at £150,000 and has a higher profit margin than is usual but the
work must be carried out within a month.

Assess whether the contract should be accepted by TSS.

Examiner Comments

The candidate provides an accomplished answer, stronger on the drawbacks of accepting the contract,
particularly so with reference to reputation and brand loyalty. A mark of six was awarded and this could
have been higher with a recommendation to accept the contract using the clinching point of resolving
cash flow problems.
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12 TSS has been offered a contract to supply CCTV cameras on two cruise ships. The ]
contract is valued at £150,000 and has a higher profit margin than is usual but the
work must be carried out within a month.

Assess whether the contract should be accepted by TSS.
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Examiner Comments

This is another good answer with the emphasis on accepting the contract. The points made are in context
and the only criticism would be the balance of the answer with only one negative mentioned. A strong

assessment is only possible when a number of points are weighed up and a fully justified recommendation
is given. Six marks were awarded.
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12 TSS has been offered a contract to supply CCTV cameras on two cruise ships. The
contract is valued at £150,000 and has a higher profit margin than is usual but the
work must be carried out within a month.,

Assess whether the contract should be accepted by TSS.
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It is difficult not to put the answer to this question in context so invariably any candidate with a modicum
of intelligence should get into level 2. This candidate does so despite being sidetracked into cell production
(there are only 3 engineers) but at least there is consideration of how the task should be completed. There
is an awareness of how difficult it might be to complete this task in a month but the candidate does not
attempt to make a recommendation. A mark of four was awarded.
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Question 13

Centres may be best advised to suggest to candidates that they attempt the second section of
questions first if they feel that time is an issue. Clearly for a number of candidates this appeared
to be the case with the question not being attempted at all. It is also possible that candidates
did not know the answer to this question as, even for those who attempted to answer, there
was much confusion. Whether through lack of time or lack of knowledge many candidates
wrote about the concept of management rather than lean management. Management styles
and organisational structures were common incorrect answers. Where candidates started their
answers with an explanation of cost cutting by reducing waste, then better marks were acquired.
Some candidates, cleverly used information from section A of the paper to gain marks via Just-
In-Time, whilst others added Kaizen. It was common for one idea to be explained well but rarely
for two to be well explained. Again, context was a problem and very few candidates were able to
look at the advantages and disadvantages of two correct techniques, let alone relate one or the
other to TSS. Candidates who had performed well on the rest of the paper were brought down

to earth with this question. It is difficult if not impossible to carry out meaningful analysis if the
information presented is not related specifically to the evidence presented.
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®*13TSS has increased its turnover by 50 per cent between 2007 and 2008 (Figure 1), but is
faced with a number of problems.

Evaluate two lean management techniques that TSS might adopt to increase the
chances of making a profit in 2009,
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If candidates were able to state at the beginning of their answer what they thought lean management
referred to it would be easier to garner marks. This answer was a little like using a scatter gun. There were
references to Kaizen, piecework and JIT and there is a link to reducing wastage but no effective strategy
is offered, rather a list of points, barely justified. Furthermore the context is tenuous — a time scale is
mentioned — but this is not really related to the product in question. A mark of 6 was recorded.
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*137SS has increased its turnover by 50 per cent between 2007 and 2008 (Figure 1), but is
faced with a number of problems.

Evalua

lean management techniques that TSS might adopt to increase the
chances of making a profit in 2009.
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Whether due to lack of time or inability to read properly, a number of candidates didn’t address lean
management techniques when answering this question. Instead they chose to address the management
of people and looked at management styles such as autocratic and democratic leadership. Subsequently

this made it very difficult to pick up any marks. Unfortunately in this answer there was no reference to
controlling costs or waste reduction and a mark of zero was awarded
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#13T5S has increased its turnover by 50 per cent between 2007 and 2008 (Figure 1), but is

faced with-a-umbér of probléms.

Evaluate two lean management techniques that TSS might adopt to increase the
chances of making a profit in 2009.
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Plus

Examiner Comments

Lean management techniques should focus on minimising the quantity of resources used in production.
This can include labour as well as materials. Just in time production clearly plays a role and this candidate
relates this strategy to the company in question. Paying engineers by piecework fits less comfortably into
the process as it is not primarily about cutting costs, and sub-contracting the workers stretches the idea too
far.To get into the higher mark levels for this question, candidates must be able to recognise the merits and
demerits of two valid chosen techniques, and despite a valiant attempt, this candidate fails to do this

and is awarded a mark of six.
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Statistics

6BS02/01
Grade A B C D E
Grade boundaries 42 37 32 27 23
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