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Introduction

Overall performance was better than the four previous examination papers with majority of 
candidates showing a sound grasp of business and economic concepts. Answers suggested 
that candidates on the whole had been better prepared for this paper than in previous 
years. There appeared to be use of precise Economic and Business terminology throughout 
rather than generalised comments. Again, the best students demonstrated excellent 
application of their knowledge to the precise question set, while the weakest students 
attempted questions from a ‘common sense’ approach rather than demonstrating any 
economic and business concepts. The examination paper required candidates to apply their 
understanding; good students did this well with clear development of points. Examination 
timing skills appeared to be very good as a whole with the majority of candidates 
completing all questions fully. 

Section A: Supported Multiple Choice Questions

There are a variety of ways to gain marks for part (b) Supported Multiple Choice questions:

1. If responses in part (a) are wrong then the maximum mark available for part (b) is 2 
marks.

2. If a candidate does no more than explain distracters in part (b) then a maximum of 2 is 
awarded. 

3. Expect to see at least a definition or explanation for selecting the correct response. 

4. Some candidates may only explain why their chosen answer is correct and depending 
upon the quality/development of this answer, can score 3 marks for part (b). 

5. Some candidates briefly explain the correct answer followed by explanations as to why 
the other options are correct. This method can gain the candidate 3 marks.

Again, it is essential that candidates are taught how to tackle these questions and it is 
quite evident that some centres do spend time preparing and practicing these types of 
questions and this will only pay dividends in the examination. It is not sufficient enough to 
simply state that the other options are incorrect you should explain why the distracters are 
incorrect.
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  Question 1 

 

    On the whole, this question has been answered correctly for part a (oligopoly) and many 
candidates managed to gain at least 2 marks for their explanation as to why the Home DIY 
market is an oligopoly and the features which this type of market structure might have. 
In order to gain an additional mark, many candidates then explained why the answer 
monopoly was the incorrect answer either by stating it is one supplier or a legal monopoly 
(25% market share). It would have been pleasing to see more features of an oligopoly 
explained – such as high barriers to entry and branding. Very few candidates could give 
reasons why the answer was not perfectly competitive or monopolistically competitive. 

 

 

 

 

 

  

 

  

 

  
 

Try and use the context given in the question to help contextualise your 
response. Always explain the correct answer fi rst before explaining the 
distracters.

Examiner Tip

 This response gained 3 marks for part b. We awarded 1 mark for the 
defi nition of an oligopoly and additional mark for the reference to 'high 
barriers to entry'. Another mark was awarded for the description of a 
monopoly. This candidate does also explain 'perfectly competitive market' as 
well. 

Examiner CommentsExaminer Comments
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    Question 2 

 

    This has been answered well with most candidates selecting the correct answer for part a. 
Most candidates have managed to gain up to 2 marks by explaining why the distracters are 
incorrect. There have been some candidates who have thoroughly understood the nature of 
JIT and TQM and it was pleasing to see use of the context (Nissan) in the part b response. 

 

 

 

 

 

  

 

This scored 1 mark for part a and 3 marks for part b. This response 
gained 1 mark for the explanation of JIT and then did go onto explain 
why there would be a reduction in capital tied up in stock. There is clear 
understanding of JIT and why the other options are incorrect.

Examiner CommentsExaminer Comments
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Question 3

This question has also been fairly well tackled. Some candidates have defined Aggregate 
Demand and then have gone onto explain how an increase in interest rates will encourage 
saving and therefore lead to a reduction in AD within the economy. There were some 
very good explanations of why the distracters were incorrect and an awareness of how 
these would lead to an increase in AD rather than a decrease. There was excellent use of 
economic and business terminology for this question.
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 Make sure you have read the question correctly -whether the question is asking 
for most likely or least likely. It is very easy to select the incorrect answer if time 
is not taken at this stage. 

Examiner Tip

 This was an excellent response which gained 1 mark for the defi nition of AD. The 
candidate clearly understands and explains why an increase in interest rates would 
least likely increase AD. They fully explain the distracters rather than just stating 
that they would lead to an increase in AD. 

Examiner CommentsExaminer Comments
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 Question 4 

 

    This question was generally well tackled by most with many candidates able to defi ne what 
is meant by an exchange rate and/or what is meant by depreciation in the exchange rate 
gaining 2 marks.    Many were able to explain the impact of fl uctuations in exchange rates 
and many candidates gained all 3 marks for explaining the correct answer. Better candidates 
were able to fully explain exchange rates and why the distracters were incorrect. Lots of 
SPICED and WPIDEC used to help tackle this question! 

 

 

 

 

 

If exchange rates give you a headache then use SPICED (strong pound 
imports cheap exports dear) and WPIDEC (weak pound imports dear exports 
cheap) to help you remember the impact upon importers and exporters.

Examiner Tip

This gained 1 mark for the defi nition of exchange rate and 1 mark for the 
understanding that depreciation means that the currency has become weaker. 
There is clear understanding of how this impacts upon imports and exports.

Examiner CommentsExaminer Comments
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    Question 5 

 

    Many candidates were able to explain what was meant by a centralised structure and the 
features of this type of organisational structure. Unfortunately there were many candidates 
who misread the question  for most likely  rather than  least likely . Again, many candidates 
used a combination of explaining the correct answer as well as the distracters to gain 3 
marks for part b. 

 

 

 

 

 

Always explain at least 1 of the distracters in order to gain vital marks for part b. 
If you are short of time, then just explain 1 rather than 2.

Examiner Tip

This response scored 2 marks for part b and was typical of many responses we saw. There was 
not enough to award 3 marks. We awarded 1 mark for the understanding of what was meant by 
a centralised structure and 1 mark for the explanation of why there would be less empowerment. 
There wasn't enough for an additional mark which could have been gained by explaining one of 
the distracters.

Examiner CommentsExaminer Comments
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      Question 6 

 

    A nice question which many candidates were able to contextualise with either the context 
provided (shirts) or their own examples. Many candidates defi ned what was meant by a 
niche market and then went onto explain why there is less competition with at least one of 
the distracters. Lots of candidates gained full marks for this question. 

 

 

 

 

 

  

 

Use the context provided to give examples to show your understanding. 
Good use of economic and business terminology will always be welcomed!

Examiner Tip

This response scored 3 marks for part b. There was good use of the context 
provided and this candidate clearly understands and explains why there 
would be less competition. Good use of economic and business terminology 
throughout the response.

Examiner CommentsExaminer Comments
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     Question 7 

 

    This question is has been fairly well done by candidates have read the question correctly 
as R&D rather than Market Research. Unfortunately, many candidates gave excellent 
answers as to why    market research    is important rather than  R&D . These are two separate 
business concepts. We were looking for candidates who could explain what was meant by 
R&D and were also able to link this concept to mobile phones in terms of the market being 
very dynamic and technology constantly changing. Better candidates were able to develop 
their answer in order to gain the Analysis mark and were able to bring in the concepts of 
competitive advantage, innovation and reducing uncertainty to so show why R&D is so 
important. Unfortunately, this question was answered by many candidates from a ‘common 
sense’ approach rather than from an economics and business perspective. 

 

 

This response did not confuse R&D with market research and was written in context. 
The response clearly explains why R&D is vital in a dynamic market such as mobile 
phones. This gained full marks (4 marks).

Examiner CommentsExaminer Comments
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     Question 8 

 

    This question has also been fairly well done. Many candidates were able to state the formula 
for PED (2 marks), calculate the correct answer (1 mark) and then state that the PED 
was inelastic (1 mark). Very few have just defi ned PED and we did allow 1 mark for the 
defi nition of PED. Candidates who have done this have tended to be the ones who do not 
know the formula and/or have calculated it incorrectly. 

 

 

 

 

 

  

 

This gained 4 marks. We awarded 2 marks for the correct PED formula, 
1 mark for the calulation and 1 mark for the stating that the PED was 
inelastic.

Examiner CommentsExaminer Comments

Many candidates understood the concept of PED but could not calculate 
it. Candidates must be able to not only understand the concept but be 
able to calculate it as well.

Examiner Tip
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     Question 9 

 

   This was quite an open ended question and we did see a wide range of answers for non-
price factors affecting demand. The main ones were advertising, competitors’ actions, 
tastes/fashions and innovative features of a phone. There were 3 marks available per 
factor and the assessment objectives were 1 Knowledge, 1 Application and 1 Analysis so 
we marked each factor individually and then added the marks together to get an overall 
mark out of 6. Many candidates were able to state a factor in context in order to gain the 
Knowledge and Application marks and then we looked for development of these factors in 
order to gain the Analysis mark. Many candidates scored at least 4 marks for this question. 

 

   

 

 

 

The command words 'Briefl y explain' will have Knowledge, Application and 
Analysis marks so ensure that answers are written in context and fully 
developed in order to gain the Analysis mark.

Examiner Tip

This response scored 4 marks -  broken down into 2 marks per factor. 
There was not enough development to gain the analysis mark for the fi rst 
factor and no real context for the second factor.

Examiner CommentsExaminer Comments
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Question 10

This required a supply and demand diagram showing an outward (right) shift of the 
Supply curve. There were 5 marks for the diagram which are listed in the mark scheme 
with the correct diagram. The written explanation was worth 3 marks - split 1 mark for 
Application and 2 marks for Analysis. Many candidates have misread the question and have 
unfortunately shifted the demand curve inwards (left) which is incorrect. Candidates could 
still gain up to 3 marks if the axis were correctly labelled, if the supply and demand curves 
are drawn correctly and if an initial equilibrium was shown.  This area of the specification is 
extremely important and will be one of the ‘regular’ topics examined either in Section A or 
Section B.
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 Supply and demand diagrams are essential to the course and time spent 
drawing these will pay dividends. Correct labelling of axes and curves will 
gain a candidate marks even if the incorrect curve is shifted. 

Examiner Tip

 We awarded full marks (8 marks) for this response. The candidate had drawn 
the correct diagram (with correct labelling) and their explanation, although 
brief, was in context and did explain what would happen to the price of 
contracts. 

Examiner CommentsExaminer Comments
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Question 11

The assessment objectives per strategy were Knowledge 1, Application 1, Analysis 1 and 
Evaluation 2. Most candidates were able to give 2 marketing strategies which a mobile 
phone business could adopt to try and break into the market. Most used the 4P’s - product 
innovation, pricing strategies, and promotion/advertising as their chosen responses. Many 
did use two different pricing strategies as their two chosen methods which meant there 
was a great deal of repetition between the two methods and therefore restricted marks. In 
addition, many candidates used Destroyer/Predatory pricing which I am not too keen on 
as this is illegal in the UK.  There were other more suitable pricing strategies which could 
have been used such as skimming and penetration pricing which would have allowed better 
evaluation rather than simply stating that Predatory pricing is illegal. There were many 
candidates who ignored the ‘Assess’ command word and simply described 2 marketing 
strategies without any real development therefore scoring a maximum of 4 out of 10 
marks. In order to get full marks on each strategy, candidates had to really contextualise 
their responses to the mobile phone market as well as evaluating their chosen strategies. 
If candidates did not evaluate their marketing strategies then the maximum they could 
achieve was Level 3 (3 marks per strategy). For ANY evaluation marks, candidate’s answers 
MUST BE IN CONTEXT i.e. if they evaluate but not in context they are restricted to top 
Level 3 which in this question was 3 marks per strategy. 
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 Context is not just about briefl y mentioning the name of the business or a 
brief reference to the product. Context is more than that. Use the Cadbury 
Test -  if you can substitute the name of the business for Cadbury's and 
it still makes sense, then this means that your answer is NOT in context 
(unless the market is for chocolate bars!). 

Examiner Tip

 This response scored 7 marks with Strategy 1 gaining 3 marks and Strategy 
2 gaining 4 marks. Strategy 1 is a classic example of a candidate who does 
evaluate but there is little or no real context so cannot get into Level 4. 
If the candidate had given an example of how a phone could have been 
differentiated then this would have shown real context. Strategy 2 was 
better and had more development and context so did get into Level 4. 

Examiner CommentsExaminer Comments
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Question 12

The assessment objectives were split: Knowledge 1, Application 2, Analysis 1, and 
Evaluation 3 per stakeholder.  Candidates could select any 2 stakeholders and the most 
popular were Shareholders, Employees and Customers. Many candidates were able to write 
in context/use the evidence and could explain how each stakeholder would be affected by 
the merger.

Still, too many candidates are not writing in context and instead offered generic responses 
which could be applied to any merger. 

In order to get into Level 4 there must be an attempt at evaluation – at least an advantage 
and a disadvantage of how the merger will affect the stakeholder in question. Again, for 
ANY evaluation marks, candidates answers MUST BE IN CONTEXT i.e. if they evaluate but 
the response is not in context then they are restricted to top Level 3 - in this case this will 
be 4 marks per stakeholder. 

It was very pleasing to see that more candidates are now starting to use the Evidence 
provided which meant that many candidates did enter Level 4 for their evaluations 
rather than providing a generic evaluation of the impact of a merger. Limited context and 
development will achieve only 5 marks per stakeholder.

Candidates who do write in context/use the Evidence and provide a balanced evaluation will 
always score highly on the last question.
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 The command word 'Evaluate' will require the candidate to give at least 1 advantage 
and 1 disavantage (in context) to enter Level 4. If there is no context then the mark 
will be restricted to the top of Level 3. 

Examiner Tip

 Both Stakeholders scored 4 marks (total 8 out of 14). This was a typical response seen 
and was good in explaining the impact upon 2 different stakeholder groups. There was 
limited context  for stakeholder 1 and no evaluation for either stakeholder. 

Examiner CommentsExaminer Comments
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Summary

There has been a huge improvement in the overall standard of the responses seen this 
summer and examiners are seeing much better responses for both Section A and Section B. 
In order to continue to improve performance candidates should:

1. Read the SMC carefully in terms of most likely, least likely and except. Many did not 
spend enough time doing this and consequently misread ‘least likely’ for ‘most likely’.

2. Contextualise responses both in Section A and Section B. This is particularly important for 
Section B where Level 4 can only be accessed if the response is in context. 

3. Pay attention to the command words - Assess and Evaluate are largely ignored and this 
will restrict marks to Level 3.

4. Use economic and business concepts rather than generic ‘common sense’ answers. 

5. Be able to accurately draw and label a supply and demand diagram. It is still very 
worrying that many candidates do not know how to correctly label axes and curves.

6. Read and use the Evidence provided - it is there for a reason!

7. Be able to calculate PED and YED. 
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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



Further copies of this publication are available from
Edexcel Publications, Adamsway, Mansfield, Notts, NG18 4FN

Telephone 01623 467467
Fax 01623 450481
Email publication.orders@edexcel.com
Order Code US027744 June 2011

For more information on Edexcel qualifications, please visit 
www.edexcel.com/quals

Pearson Education Limited. Registered company number 872828  
with its registered office at Edinburgh Gate, Harlow, Essex CM20 2JE




