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Introduction
Overall this paper proved to be more challenging compared to last year. This was primarily due to a

significant number of candidates revealing limited understanding of certain business concepts.

Specifically these were: Economic influences (particularly exchange rates), employee legislation,

Corporate timescales: short-termism verses long-termism and productivity. Consequently the mean

mark and grade boundaries were lower this year. It is important that candidates are aware that

questions can be set that cover any topic in the specification and need to ensure that they have

complete understanding of them.

On a positive note, it is pleasing to report a general improvement in exam technique by candidates.

Centres are to be congratulated for ensuring that their candidates now have a better

understanding of how to structure their answers to ensure that they meet the demands of the

question. Timing did not appear to be an issue, however this may be due to the fact that some

candidates were unable to answer each question, freeing up time for the questions they could.

As always, stronger candidates revealed excellent knowledge of the specification, wrote well

structured answers that were consistently focused on the question and revealed good insight into

the actual business featured in the stimulus material.
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Question 1 (a) 

This proved to be an accessible question. Candidates revealed good understanding of internal

finance and could explain a reason why it was used. Most candidates were also awarded

application marks by providing examples from the stimulus material to support their reason,

however a significant number wrote generic responses.

This response was awarded 4 marks. It reveals a

correct definition, 2 valid examples: 'organic

growth' and 'family business', which are used to

support the reason.
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This response was awarded 2 marks. It reveals

understanding of internal reason and a reason for

its use, but fails to score any marks for application.
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This response was awarded 3 marks. It revealed

understanding of internal finance and a reason

explained using the example of 'halal baby food',

to illustrate application to Mumtaz.
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Question 1 (b) 

The majority of candidates were able to perform this calculation successfully. However many

candidates revealed incorrect understanding of margin of safety. There were also many responses

which revealed partial understanding, for example candidates who could calculate contribution per

unit and/or break even, but were unable to calculate the margin of safety.

This response gained full marks. It reveals good

exam technique by stating the formula for margin

of safety and then each stage of the calculation.
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This response gained 2 marks. 1 mark for the

calculation of contribution per unit and 1 mark for

the correct calculation of break even output.
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This response was awarded 3 marks for stating the

formula for margin of safety, correct calculation of

contribution and break even output.
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Question 1 (c) 

Generally candidates revealed a good understanding of organic growth and were able to explain

the benefits and limitations compared to inorganic growth. Stronger answers developed a line of

analysis using the context of Mumtaz foods and the market it operated in. Stronger conclusions

reflected this as candidates were able to identify a key reason whether or not organic growth was

the right decision. Weaker responses commonly were based on the misunderstanding that organic

growth is based on internal finance, whilst inorganic growth is based on external finance.
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This response was awarded Level 3, 5 marks. It

revealed knowledge of both organic and inorganic

growth and there is development with some use of

context. However, overall this response lacks

structure and the development of arguments plus

overall judgement lacked depth.
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This was considered to be a weak response. Level

2, 3 marks. The first paragraph attempts to explain

a disadvantage related to organic growth with

some use of context. However the rest of the

answer is linked to sources of finance and is not

related to the question.
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This response was awarded Level 3, 9 marks. It

provides good understanding of the benefits and

limitations of organic growth, with well developed

lines of argument consistently in context. The

conclusion is well supported by the prior analysis

and identifies a key reason to justify why organic

growth was the correct decision.
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Question 1 (d) 

This question proved to be an effective discriminator between candidates . Stronger responses

made selective use of the data, revealed good understanding of the economic factors and

specifically how they would affect Mumtaz. There was effective use of both price and income

elasticity to develop lines of argument. Many candidates wrote lengthy responses which considered

all of the economic factors, rather than focusing on a few. Another common mistake was to write

generic responses with no application to Mumtaz. A common weakness was misunderstanding of

exchange rates. Candidates generally recognised that the £ had depreciated, but incorrectly

interpreted the consequent effects of this on Mumtaz.
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This response was awarded Level 3, 8 marks. It

reveals good technique by selecting 2 economic

influences, each of which is developed using the

context of Mumtaz. The conclusion is supported by

previous arguments, but lacks additional insight.
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This was considered to be a weak response. It was

awarded Level 1, 2 marks. There is recognition of

the changes in GDP and unemployment, but the

development is either incorrect or based upon

assertion. There is no evidence of judgement.
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This response was awarded Level 4, 11 marks. It

reveals good exam technique by selective analysis

of 3 economic factors. Each of these are well

understood and their effects on Mumtaz well

developed. For each factor, there is evidence of

both positive and negative effects, leading to a

supported judgement.
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Question 1 (e) 

This proved to be an accessible question. Candidates were generally able to provide arguments for

both options, supported by evidence from the extracts. The discriminator between students was

exam technique. Better responses focused on fewer arguments, but these were well developed

with consistent use of context. Each argument was consistently focused upon the objective of

becoming market leader. Overall judgement was based upon prior arguments but identified a key

reason for recommending an option linked to Mumtaz's situation. It is pleasing to note that more

candidates are using the MOPS technique rather than simply repeating previous arguments. MOPS

considers the Market that the business operates in, its Objectives, type of Product sold and current

Situation.

Weaker responses tended to identify several arguments, but these were poorly developed with

descriptive use of context. Judgement tended to be based upon assertion.
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This response was awarded Level 3, 11 marks. It

provides developed arguments for both options

with consistent use of context, leading to a

supported judgement. Some of the arguments

were not fully developed and the overall

judgement could have provided more insight

through use of the MOPS technique.
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This response was awarded Level 2, 7 marks. It

contains a range of arguments for both options,

but development of these are usually incomplete.

There is some use of context, but it is used in a

mainly descriptive way. Judgement is only partially

supported.
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This response was awarded Level 4, 17 marks. It

provides well developed arguments for both

options, with consistent use of context. There is

judgement throughout, evidenced by the

explanation of a counter argument for each

option. The overall judgement is supported and

provides insight through the use of MOPS, in this

instance by reference to Mumtaz's product and the

market that it operates in.
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Question 2 (a) 

This proved to be an accessible question. Candidates showed good understanding of internal

causes of business failure and applied it to MG Rover. However the majority of candidates only

scored 1 of the 2 application marks available.

This response gained 3 marks. The candidate

correctly explains a reason for business failure and

gains an application mark for the consequence of

losing sales to foreign competition.
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This response was awarded 2 marks. 1 mark for

the reason of intense rivalry between competing

brands and the second mark for the explanation.
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This response gained 4 marks. The reason for high

production costs was explained with 2 examples

from the extract to support the explanation.
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Question 2 (b) 

The majority of candidates performed this calculation correctly. 2 different approaches were

commonly used, both resulted in the same correct answer. Generally candidates wisely showed the

steps in their calculations.

4 marks awarded. Each stage of the calculation

correct.
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2 marks awarded for correct calculation of labour

productivity.
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0 marks awarded. Calculation error for monthly

labour costs which is carried through. The OFR

'own figure rule' is not used for calculation

questions.
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Question 2 (c) 

This surprisingly proved to be a challenging question for many candidates. In fact a significant

number did not even attempt it. Weaker responses typically did not focus on employee legislation

and talked about the general effects of legislation instead. Better responses were able to identify

and develop both positive and negative effects of employee legislation with specific reference to

VW.

This response was awarded Level 2, 5 marks. It

correctly identifies health and safety legislation,

which is developed with some use of context. The

counter balance is identified but not developed

and there is no overall judgement.
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This response was considered to be Level 2, 3

marks. It identifies the effect of higher labour costs

with some use of context, but the development is

limited.
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This response was awarded Level 3, 10 marks. It

reveals good understanding of employee

legislation. Both negative and positive effects are

well developed with consistent use of context,

leading to a supported judgement.
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Question 2 (d) 

This proved to be the most challenging question on the paper. Despite the reference to corporate

timescales at the start of the question, most candidates gnored this and instead discussed the

merits of the AA shares as a vehicle for raising finance. Although these responses were credited,

they lacked the understanding that the question was about short verses long-termism. This is

obviously a topic that many candidates have limited understanding of.
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This response was awarded Level 2, 4 marks. It

reveals some understanding of long-termism and

attempts to develop this in context. There is a

reference to short-termism but limited

understanding.
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This response was awarded Level 3, 5 marks. It

identifies and develops arguments both for and

against the AA shares with some use of context.

There is some confusion regarding the notion of

short-termism.
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This response was awarded Level 4, 11 marks. It

reveals good understanding of corporate

timescales as well as developing arguments for

and against the use of AA shares with consistent

use of context. The overall judgement is well

supported by the previous analysis.
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Question 2 (e) 

This question proved an effective discriminator. Most candidates were able to provide valid

arguments for the 'self-driving cars' option. However many candidates revealed incomplete

understanding of productivity. A common misconception was that increased productivity meant

increased production. Other weaknesses included a discussion of the causes of VW's poor

productivity and/or methods how to improve productivity rather than the benefits VW may enjoy

from improved productivity.

Stronger candidates revealed good understanding of both options, wrote selective well developed

arguments with consistent use of context and provided a supported recommendation. There was

consistent focus on the objective of increasing profitability and use of 'MOPS' in providing a

justification for the recommended option.
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This response was considered to be Level 2, 8

marks. The arguments for 'self driving cars', were

developed in context, but arguments for

productivity revealed confused understanding.

Consequently this undermined the support for the

overall recommendation.
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This was considered to be a strong response and

was awarded Level 5, 18 marks. It reveals good

understanding of both options. Arguments and

counter-arguments for both options are well

developed with consistent use of context. The

recommendation is well supported and reveals use

of 'MOPS' by recognising VW's current situation is

that it needs to immediately address the issue of

improving productivity, before moving onto the

long term decision of developing self-driving cars.

58     GCE Business 9BS0 02



GCE Business 9BS0 02     59



60     GCE Business 9BS0 02



This response was awarded Level 3, 13 marks. The

'self-driving cars' option was well developed with

good use of context, with arguments both for and

against. However the 'productivity' option revealed

confused understanding. Consequently the answer

lacked balance, which affected the overall

recommendation.
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Paper Summary
Based on their performance in this paper, candidates are offered the following advice:

ensure that all topics in the specification are covered and understood

revise business formulae thoroughly and practice calculations regularly

remember that there are 2 application marks available for the 4 mark 'Explain' questions

focus on making fewer points for the 10,12 and 20 mark questions, but make sure that each one

is well developed and supported by the business context

remember that the 10,12 and 20 mark questions need to be balanced, with both arguments for

and against

use the 'MOPS' technique when making judgements and recommendations, rather than simply

repeating previous arguments
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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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