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Introduction

This is the second full series of this unit. The questions and format follow a similar style to the
successful and popular preceeding series, based on Brompton Bicycles.

Unlike the Brompton Bicycles pre-release, this series featured a large national PLC, Morrisons. The
intention was that the business provided an accessible context for students who will be familiar
with the supermarket sectors. Throughout the period of pre-release there have been numerous
media features on supermarkets in general and Morrisons in particular; this undoubtedly enhanced
preparation for students.

The paper followed the previous format of smaller knowledge and application based questions,
progressing to an Evaluation question at the end of section A. A case study example such as Morrisons
with its interesting recent history provided a wide scope for examining topics not tested to date.
Section B, as will always be the case, asked ‘open-ended’ questions intended to prompt students to
explore broad issues of Corporate Strategy.
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Question 1

This is a straightforward question requiring students to show knowledge of labour productivity. This
answer saw many students achieving one mark out of two. Candidates could achieve full marks by
either verbalising a response, or writing the response as a calculation. Few candidates quantified
their response in terms of a time-frame, for example ‘Labour Productivity measures the output per
worker, per time period.

Section A
Evidence A to G was pre-issued before the date of the examination,
Using the evidence and your own knowledge, answer all six questions (total 30 marks).

Time allowed (35 minutes).
Additional Evidence H
Labour Productivity and Employee Turnover at Morrisons
Labour Productivity

After the cost of products, our two biggest costs are store wage costs and distribution
costs. In both areas, we continued to improve our efficiency.

Store labour productivity increased by 6% year on year, following a 14% improvement in
the previous year. -

{Source: Morrisons Annual Review and Summary Financial Statement 2008)
Employee Turnover

Emlﬂoum stability* Between 2008 and 2009 our employee (labour) turnover rate has
_fallen and our mn&y&mbﬁlity has risen 2% to 78%. Moreover,

76 78 some 33% of our employees have been wit ith us for at least five years,

with 164 celebrating 25 years' service in 2009.
*Employee Stability is the percentage of workers who have been with 5
the business for over a year.

{Source: from Morrisons Annual Report and Financial Statements 2009)

1 What is meant by the term ‘Labour Productivity’ (see Additional Evidence H)?

w ShOWS  bhL Cffu’cfe’i 0,@ stupy Compered




GCE Business Studies 6BS04 01

Examiner Comments

This response gives a clear definition of how labour productivity is calculated and also refers to ‘efficiency’
which is also worthy of credit. The answer would have been even better had it referred to a time period e.g.
output per worker, per hour.

Examiner Tip

This question simply asks for Knowledge of the labour productivity term. Application is not required to
achieve the two marks.

1 What is meant by the term ‘Labour Productivity’ (see Additional Evidence H)?
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Examiner Comments

This response can clearly be contrasted with the previous example. Some candidates are still confusing the
terms ‘labour productivity’ with ‘labour turnover’ (as this response does). Both are a measure of Human
Resource Competitiveness, but should not be confused.
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Question 2

This question was answered well. Many students explained that Operating Profit can also be known
as Net Profit and went on to correctly state that it is most commonly calculated as Gross Profit -
Expenses. Some candidates achieved two marks by explaining the term in terms of profit once fixed
and variable costs have been removed, but before tax.

2 What is meant by the term ‘Operating Profit’ (see Evidence B, line 6)?

Leeeraonng. . erehhy =
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Examiner Comments

The candidate clearly shows the calculation for Operating Profit and goes on to explain the term in more
depth. Two marks.

r

Examiner Tip

Again only knowledge required. This could be achieved with straight reference to the calculation.
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Question 3

There was evidence of some confusion in candidates' responses. 'Organic growth' is where a business
expands without the involvement of another business. An example of this would be Morrisons

plans to expand ‘External growth' does involve another business and comes in the form of a merger
or acquisition. In Morrisons' case External growth is exemplified by their acquisition of Safeway.
External growth does not have to be financed externally. A large number of candidates used the
method of finance (Internal or External) to explain the answer, when this is not the means of
separation in this case.

3 Explain the difference between 'Organic growth'and ‘External growth’' with reference
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Plus

Examiner Comments

This response clearly explains the difference using relevant examples from Morrisons example. Four marks.

Examiner Tip

The question is requiring a clear distinction to be made between ‘Organic’ (Internal) growth and external
growth, with clear examples of each. The key difference is whether another business is involved, or not. The
way in which the takeover is financed does not necessarily make any difference.
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to Morrisons.
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{Total for Ouestion 3 = 4 marks)

Examiner Comments

This candidate also gains four marks by referring to the relevant area of the pre-release by line humber. This
is perfectly acceptable (if accurate!)
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Question 4 (a)

This question was either answered well, with candidates achieving four marks, or answered poorly

or not at all. Candiates who gained the correct answer achieved full marks, irrespective of whether
they showed the Gross Profit Margin formula - the Knowledge here was seen to be implied. However,
candidates and centres are reminded that it is good practice to outline the calculation method,

so that if errors are made and the incorrect figures are inserted, candidates can still gain reward.
Candidates were awarded four marks for answers to one or two decimal places. For those achieving
three marks, the most common reason was mixing the years i.e. explaining that 2008's GPM was 6.28%
and in 2009 it was 6.31%.

4 (a) Using Evidence B, calculate the Gross Profit Margins for 2008 and 2009.

Gress by oo = GPM
Pabind b AAE
Revenve

2oz W2 _si00 = (528
T R /s

Examiner Comments

This response provides an excellent example of calculating Gross Profit Margin, along with accurate working
shown. Section a: four marks. In section b the candidate identifies a slight drop and then goes on to analyse
why this may have occurred: three marks.

Examiner Tip

Candidates are required to make accurate calculations and then analyse what the results mean for Morrisons.
Note that ‘comment on’ is a higher order command term, requiring analysis. In section a candidates achieve
the full four marks for two correct answers.
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Question 4 (b)

Some candidates struggled with this question. The Application element was that students would see
that the figure had either stayed the same (if calculating to 1 d.p.) or fell slightly (if calculating to 2
d.p.) The analysis marks were available for some comment about that this means i.e. that cost of sales
has increased at the same rate as Turnover. Good answers showed a good understanding of what the
GPM measures and what this means for a business such as Morrisons.

(b} Comment on the results of these calculations.
(4)

the. resulls. FaRd ok Bec amss gmRk reccyn had
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Plus
Examiner Comments

This response provides an excellent example of calculating Gross Profit Margin, along with accurate working
shown. Section a: four marks. In section b the candidate identifies a slight drop and then goes on to analyse
why this may have occurred: three marks.

Examiner Tip

Candidates are required to make accurate calculations and then analyse what the results mean for Morrisons.
Note that ‘comment on’ is a higher order command term, requiring analysis. In section a candidates achieve
the full four marks for two correct answers.
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Question 5

This question was answered well by many candidates. The Application and Analysis marks were
accessible for a whole range of responses. Some candidates picked up on the policies used by Morrisons
in Evidence C and how these could offer reasons for workers to stay, therefore reducing labour turnover.
The best responses tended to look at one internal reason i.e. the incentives previously mentioned,
along with an external factor, such as the recent economic downturn reducing the alternatives for
employment and thus people’s willingness to leave. Few candidates achieved full knowledge marks for
adequately showing knowledge of labour turnover; six mark responses were therefore uncommon.

5 Analyse two possible reasons for recent improvements in Morrisons’ Employee
Labour Turnover figures (see Additional Evidence H).

.cmgmcwkwrcfmmsm _________ UCLS best T
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Plus

Examiner Comments Examiner Tip
In this response the candidate clearly does all three of these This question has three clear parts: one
things, taking the popular approach of looking at an inter- - to accurately define and explain labour
nal reason: the package offered to staff as outlined in the turnover, two - explain in theory two
pre-release, and the external reason: the current economic reasons a fall might occur, three - apply
climate and alternative employment being less available. ) the answer to the Morrisons example.
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Question 6

Many candidates found this question difficult. Some candidates did not understand the concept of
corporate culture and therefore discussed how Sir Ken's departure might affect Morrisons marketing
strategy. There was more than one way to approach this question and all had merit. The most
common approach worthy of reward was to evaluate the positive and negative impacts of Sir Ken's
retirement. Examples might include an opportunity to shake-off its ‘out-dated’ Power culture, based
on the founding family and replace it with one that is more Role or Task-based as the company
expands nationwide. Possible negatives could include a loss of links to the original values of Morrisons
which might make long-serving employees feel uncomfortable. The 'Evaluation’ command word
invites candidates to make a judgement. The expectation was that this judgement would assess the
importance of Sir Ken to culture, or the impact of him stepping down. Good use of Morrisons current
situation and plans would help candidates to achieve eight marks.

6 Assess the possible impacts on Morrisons’ Corporate Culture of Sir Ken Morrison's
decision to step down as Chairman.
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Examiner Comments
This response has a good grasp of what Corporate Culture is and goes on to discuss the Morrisons situation

confidently. It was awarded seven marks. To achieve eight the candidate would need to make a stronger
contextual conclusion that addresses the question directly.

Examiner Tip

The question is about Corporate Culture. A large number of candidates seemed not to understand what this
concept is about, preferring to discuss marketing strategies or similar. The question is asking candidates to
think about what affects culture and whether in this case the retirement of one person is likely to affect it.
As it is an ‘Evaluate’ question the expectation was that candidates tried to make a judgement about whether
Sir Ken’s retirement would have an effect.
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Question 7 (a)

The question very specifically asked candidates to reference potential conflicts between socially
responsible behaviour and profit-based objectives. Many did not do so, choosing to answer a general
question about whether the Handsworth store should be opened. The phrasing of the question is
directly lifted from the unit specifications and as such should be an area that candidates are prepared
for. Good responses analysed the conflicts e.g. store expansion for profit and its conflict with the
wishes of the local community and went on to discuss the impact that this conflict had on Morrisons'
decision. Perceptive students identified that there need not be a conflict, with the plans creating
employment in Handsworth. It should be noted that the 'conflict’ (or lack of) had to be acknowledged
in the response for it to be worthy of merit.

Level 4 Evaluation marks were gained by those candidates who made a judgement about the
Handsworth store opening in light of the conflicts analysed previously. Some of the best answers
argued that profit-based objectives addressed national shareholder wishes, whereas objections were
more local and perhaps less significant as a result. The judgement had to acknowledge the conflicts
between profit-based objectives and CSR, as clearly expressed in the question.

Section B
Decision-making report
Read the following evidence carefully.

Using ALL the evidence and your own knowledge, answer both parts of the question
(total 50 marks).

Time allowed (55 minutes).

7 In March 2009, Morrisons unveiled plans to open a new store in the Handsworth area

of Birmingham. This was met by opposition from several stakeholder groups including

‘Tsmamindependent retallelg concerned that they would be unable to compete with
the new store, and focal Tesidents worried about increMr@)n in the

area surrounding the proposed store.

*(a) With reference to potential conflicts between socially responsible behaviour and

profit-based objectives, gvaluate whether Morrisons should go ahead the with

_plans to open the Handsworth store,

(20)
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Plus

Examiner Comments

This candidate has clearly answered the question in such a way it achieved 18 marks out of 20. The candidate
systematically explains Morrisons profit-based objectives such as market penetration, whilst also analysing in
depth the CSR/stakeholder issues, for example the impact of the new store on small traders in Handsworth.
A particular area of strength is the clarity of the conclusion and the way the candidate links the overall
judgement to Morrisons wider corporate objectives, whilst acknowledging the important of Corporate Social
KResponsi bility.

Examiner Tip

The question has two clear parts, explicitly outlined in the question. Firstly, the candidate needed to refer
to and analyse the potential conflicts between socially responsible behaviour and profit-based objectives.
Secondly, they needed to then decide, considering these conflicts, whether Morrisons should open the new
store. Better answers identified that there may not be a conflict and that profit-based objectives like opening
new stores could lead to socially responsible results such as job creation. Far too many candidates thought
the question was simply asking them to evaluate whether the store should be opened or not, using arguments
that did not relate to Corporate Social Responsibility to justify the decision. This is not what the question
requires.

The use of emboldened script in questions is intended to communicate important information about what is
being examined. Candidates are urged to take note of this and tailor their responses accordingly. Failure to
\do this will place a severe limit on the marks achieved.
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Question 7 (b)

This question was intended to follow the trend started in the last series and to an extent in the sample
assessment material, where a deliberately open-ended question aims to elicit a range of responses
from candidates.

Once more candidates found the question accessible, with most being able to analyse at lease one of
the motives for expanding as Morrisons had announced in the pre-release material.

Good responses looked at a range of financial, non-financial, internal, and external factors
affecting the decision, both negatives and positives. Financial could include Morrisons recent profit
performance, while non-financial might include a new culture emanating from a more ambitious Chief

Executive and Chairman.

Strong responses drew conclusions in the 'MOPS' framework, with reference to Morrisons Market,
Objectives, Product/Service, Situation. For example, ‘Morrisons operate in a fiercely competitive
marker and cannot afford to fall behind the other three major national supermarkets: Tesco,
Sainsbury, Asda. Morrisons objectives of store growth reflect this and there is a sense that this
expansion needs to be quick to be successful. Morrisons growth is helped by the acquisition of 38 Co-
op stores which would only need conversion, as opposed to building from nothing...’

As even Ansoff and Porter are relevant tools to be used here, but centres are reminded that there will
not be questions of this nature (30 marks) exclusively on these theorists. Some candidates made the
error of exploring all four of Ansoff's generic strategies in the context of Morrisons - this was not what
the question required.

There was also the feeling that many students felt that this was a question uniquely about Critical
Path Analysis. There were numerous examples of intricate Network diagrams and full evaluations of
what this showed. Although the findings of a CPA are relevant, they are only so in a wider context of
other factors.

*(b) Evaluate Morrisons’ decision to open 48 new stores in one financial year.
(30)
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(Total for Question 7 = 50 marks)

Plus

Examiner Comments

This response has been included as a cautionary one to candidates and centres. In previous reports it has
been emphasised that Ansoff and Porter can be utilised in order to provide a framework for responses. Better
candidates did this confidently. What the question does not require is that candidates assess all of Ansoff’s
generic strategies e.g. Product development and Diversification. This is what this candidate does and as a
result they do not achieve the higher marks. The question explicitly asks candidates to evaluate the strategy
\of expansion only.

Examiner Tip

This question is deliberately open-ended, providing candidates with the opportunity to Analyse and Evaluate
by using a wide range of the 6BS04 unit specification. It is incumbent upon candidates to use their own
judgement in applying a wide range of arguments in order to achieve the highest grades (itself part of the
skill of Evaluation). This question was typically open-ended, with the intention being to give candidates to
bring in a range of arguments for and against Morrisons plans. These would include Financial reasons, such
as their recent profit performance, Market reasons such as the need to compete with the other three large
national supermarkets, or other reasons such as a wish to become more geographically spread. The best
answers drew a conclusion based on the ‘MOPS’ framework - Morrisons had to expand due to the competitive
nature of the Market in which they operate. Their Objectives have been to expand since the company’s
decision to become a national player. The Product/Service they operate in (retailing) is fiercely competitive
and demands them to be aggressive in order to prosper and their Situation, with a new Chairman and recent
success despite the recession. These all point towards a need to expand. However, candidates who argued
\against, especially on the grounds of the speed of the expansion, also gained credit if they answered well.
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There is some concern that some candidates are not fully comfortable with basic knowledge such as
the calculation of Gross Profit Margins. The intention of this paper will be to give candidates accessible
questions based on knowledge of specification content.

However, it was clear that many centres and candidates had undertaken a wide range of additional
research into the case study business. This was evident from the quality of application in students
answers. Candidates clearly understood the business, its context, and its recent history, and this
enhanced their answers.
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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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