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Grade Boundaries 
 
 
What is a grade boundary?  
A grade boundary is where we set the level of achievement required to obtain a certain 
grade for the externally assessed unit. We set grade boundaries for each grade, at 
Distinction, Merit and Pass.  
 
Setting grade boundaries  
When we set grade boundaries, we look at the performance of every learner who took 
the external assessment. When we can see the full picture of performance, our experts 
are then able to decide where best to place the grade boundaries – this means that they 
decide what the lowest possible mark is for a particular grade.  
 
When our experts set the grade boundaries, they make sure that candidates receive 
grades which reflect their ability. Awarding grade boundaries is conducted to ensure 
candidates achieve the grade they deserve to achieve, irrespective of variation in the 
external assessment.  
 
Variations in external assessments  
Each external assessment we set asks different questions and may assess different parts 
of the unit content outlined in the specification. It would be unfair to candidates if we set 
the same grade boundaries for each assessment, because then it would not take 
accessibility into account. 
 
Grade boundaries for this, and all other papers, are on the website via this link: 
http://qualifications.pearson.com/en/support/support-topics/results-
certification/grade-boundaries.html 
 

 
 
Unit name of number of unit. 
 

Grade Unclassified 
Level 3 

P M D 
 

Boundary Mark 
 

0 28 44 60 
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Introduction  
 
Centre’s had previously had access to sample assessment material, sample marked 
learner work, and the 1801 paper, mark scheme and lead examiner’s report. This 
was the second live assessment opportunity for this unit so candidates would be a 
little more familiar with the format of the exam than in January 2018. The 
assessment consists of an unseen case study with two activities. Activity one 
requires candidates to study the data provided and then justify the selection of one 
of the two business opportunities identified. There is no requirement for 
candidates to think up their own alternative options. For activity two, candidates 
have to provide a summary of their choice of business and provide a rationale for 
the choice made. It is important that the choice made in activity 1, the report, is 
carried forward into the presentation summary, activity 2. 
 
The sample marked learner work and previous paper for this unit should have prepared 
candidates for this assessment.  
 
In this series, candidates were given data on a business opportunity which involved 
buying an existing coffee shop or starting a business afresh. Candidates had to decide, 
using the data provided, whether to buy an existing business which was more expensive 
and with lower profitability, or to set up a totally new business. Market trends, together 
with competitor and financial data was provided. Candidates could decide on either 
option but needed to justify the decision reached. When making decisions such as 
these, it is expected that candidates will use some of the business decision making tools 
contained in the unit specification. These include PESTLE analysis, SWOT analysis, 
Porter’s five forces model or the 5C model. Other decision-making tools/models could 
also be used. 
 

 
Introduction to the Overall Performance of the 
Unit 
 
 
The case study gave data on a business start-up for a coffee shop, a context most 
candidates should have found familiar. This was a little easier than 1801 series 
where the context was a male hair dressing business, but with the unfamiliar 
context of renting a chair in another salon as the alternative approach.  Given this 
was only the second live test, and with the case study unseen prior to the exam, 
candidates performed well on the first activity – the report on which business to 
choose. Each assessment focus has four-mark bands, and work was seen that 
spanned all four bands. Candidates were able to identify key data and almost all 
carried out some form of financial analysis to justify the choice made. Assessment 
focus 2 linked to the identification of resources was, as in January 2018, one of the 
weakest areas seen in the candidate work.  
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The second activity, the summary presentation, was answered better in this series. 
Some candidates, as seen in January 2018 clearly ran out of time. Candidates have 
three hours to read the case study data, carry out some analysis, write up their 
report and then produce a summary pitch in the form of a presentation. In future 
series, it is anticipated that candidates will be more familiar with the demands of 
the test and will manage their time more effectively. Some candidates again 
provided one or two basic slides for this activity confirming the decision without 
providing any justification, whilst others simply copied the work from their report 
into the speakers notes for the presentation. These candidates did not therefore 
demonstrate selection of appropriate evidence.  
 

Activity 1: The report 
 
For this first activity, candidates are required to use the information provided, and 
prepare a report to entrepreneur about the two options they are considering. 
The report must address both options and includes: 

• Rationale supported by data 
• Consideration of risks 
• Key factors and risks 
• Recommendations on the option candidates feel to be most appropriate. 

The report should be presented in a way that is appropriate for use by and entrepreneur 
or a potential investor. 
 
Assessment focus 1: Information/data selection and interpretation.  
 
Most candidates were able to take some of the information from the case study and 
apply it in some form to gain at least band 1 marks. Some candidates retyped the 
information from the case study but did not use it to justify their choice of business and 
therefore failed to get out of band 1.  
 
An example of this type of use of data is provided below. 
 

 
 
To achieve higher marks, candidates needed to interpret the data and link this to the 
business decision. An example of a better response is shown below. 
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Information provided in the case study included the trend data on the rise in the 
number of coffee shops and the revenues generated. This could have been used to 
justify the opening of either of the two options. However, the data on the move towards 
specialist and environmentally friendly coffee beans could have been used to justify the 
setting up of a new business targeting this niche client. 
 
The data on location, nearer to other shops and a university, competitors etc. could 
have been used to justify opening either of the two options. Footfall would be higher in 
the city centre location of the existing business, but there are many more competitors 
offering similar products and services that make this option less attractive. That said, 
the business has an existing and loyal customer base which would not exist for the new 
business venture.  Data on the number of competitors was used well by candidates to 
make a successful case for either option. With respect to the existing business, the fact 
the business was already successful with a loyal clientele was a plus point. For the 
option of the new business, the opportunity to make a new brand targeting 
environmentally aware clients was seen as a selling point and an opportunity to provide 
a USP over same competitors.  
 
Some more able candidates proposed that even though the existing business had loyal 
customers at this time, a change in ownership could lead to a change in culture which 
both staff and customers may not like and which could lead to a loss of motivation in 
staff and a loss of customers to a competitor. 
 
All candidates were able to use the costs and revenue data to provide some financial 
analysis, either a cash flow forecast or an income statement, but less able candidates 
included the start-up costs in their income statement and therefore calculated the 
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incorrect profit and profitability of both options.  
 
Finally, few candidates considered the difference in time line to set up each business 
option. 
 
Assessment focus 2: Implications for resources based on decisions made.  

This assessment focus again did not perform as well as expected. Most candidates were 
able to use the case study and discuss the cost of the lease for each location. Others 
saw the purchase of the existing business as a key advantage as that option came 
complete with both equipment and staff.  Once again too many candidates simply 
retyped the information from the case study but did not go on to say how this may 
impact on the business or owner. These candidates were therefore limited to band 1/2 
marks.  
 
Fewer candidates in this series failed to consider the implications for human resources. 
The option to set up a new business required the owner not only to recruit staff but also 
to train them and this implies both a cost and time constraint.  
 
The financial data provided for start-up costs and owners own capital meant that 
whichever option candidates chose, the entrepreneur would require a loan or further 
investment. Some candidates suggested the owner taker on a partner. Others 
suggested further funding from family and friends. 
  
Some candidates misunderstood the case study where the owner of the existing 
business had agreed to provide financial data to support a loan application by the new 
owner. These candidates assumed the existing owner would provide half the start-up 
cost, in effect becoming a joint owner/partner. 
 
Finally, a significant number of candidates failed to comment on the timings provided. 
Time is a resource. In setting up the existing business, the coffee shop could be running 
within 1 month of the purchase. With the new business, the earliest the entrepreneur 
could start trading was five months from making the decision.  
 
An example of a response in band 2 of the assessment focus for resources and their 
implications is shown below. To achieve a higher grade, the response needed to be 
detailed and consider human resources including recruitment and training, equipment 
requirements and show the extent of the loan required for both options.  
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Assessment focus 3: Financial Forecasts. 
 
Most candidates were able to use the financial data to calculate the total start-up costs 
and revenues for both options. They were then able to use these calculations to make a 
decision about which option would give the best returns. Many candidates calculated 
net profits, although a number made the mistake of including start-up costs together 
with running costs to calculate the net profit. Therefore, the use of terminology was not 
always accurate. Some candidates also calculated the gross profit and net profit margins 
and compared their calculated figures to the figures given in the case study. 
 
A number of candidates produced a cash flow forecast either monthly or for the year, 
but a few interpreted the annual costs and revenues as monthly, therefore achieving 
unrealistic profit forecasts. 
 
A few candidates did no financial calculations or comparisons and simply used the other 
data from the case study to try to justify the final choice of business option.   
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From the data provided in the case study, candidates could also have calculated the 
return on capital employed and the break-even number of customers for each option, 
yet few attempted to do so. 
 
Below is an example of a cash flow forecast produced by candidates. They have spread 
payments throughout the year, shown the owners capital as an inflow but no other 
loans or funding streams. The start-up costs have correctly been shown as an outflow. 
The closing balance of -£20,420 should be -£20,440. This minor error could be the result 
of rounding in the spreadsheet. 
 

 
 
 
 
The most common approach to the financial forecasting was to produce an income 
statement. The example below shows a correctly formatted income statement for both 
options. 
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It should be noted that to achieve higher marks on this assessment focus, candidates 
need to demonstrate understanding of a range of financial concepts. Therefore, an 
income statement and two different ratios would be the minimum requirement for 
mark band 3. This is shown in the example below where the candidate has produced a 
correct income statement for both options, and also correctly calculated the net profit 
margin and return on capital employed for both options, thus scoring maximum marks 
on this assessment focus. 
 

 
 
 
Assessment focus 4: Key factors, risk and alternative options. 
 
This strand often had strong, well thought through key points.  Candidates rationalised 
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the key factors and risks.  The majority completed a SWOT analysis although some 
simply used the case study data to insert as bullet points into a SWOT table. This 
method of displaying data demonstrates selection of data but does not show the 
detailed level of analysis that is required to achieve the higher mark bands and this 
form of presentation should be discouraged.  
 
PESTLE analysis was the next most common decision-making tool used by candidates 
with a few using either Porters 5 Forces or the 5 C analysis models. As seen with the 
SWOT analysis, many of these decision-making tools were completed in table format 
which prevented candidates from providing a full explanation of the key issues in 
context.  
 
Most candidates discussed key factors such as degree of competition at the two 
different locations and the potential problem of seasonal demand at the out of town 
location being considered for the new start-up business. Other risks identified by some 
candidates was the issue that if the entrepreneur purchased an existing business, the 
staff and customers may not continue to be loyal to the business if the new owner 
started to change things.  Some candidates linked this risk to management principles 
such as culture and motivational theory, and they received credit for these linkages to 
business theory. In other examples, candidate work contained limited justification for 
the choice of business to be started, and in a small number of cases the justification 
was based purely on the amount of profit each option would achieve after one year, 
rather than being based on a range of factors and risks provided in the case study. 
 
Some candidates identified that the scenario did not tell us whether the entrepreneur 
had the necessary skills to run a business and queried whether they should take on a 
partner or business advisor to help them make the business a success.  
 
A few candidates compared option 1 and 2 and came to the conclusion that perhaps 
the entrepreneur should buy an existing successful business and then change it to allow 
for the trend in specialist coffee and sustainability. This form of alternative suggestion 
demonstrated naivety on the part of candidates, especially when they went on to 
suggest that if this did not work, the business could revert to its original offering.  
 
Centres are reminded that there is no requirement in the activity for candidates to 
come up with their own alternative approach, but if they do so they can achieve credit 
for their ideas.  
 
Some candidates considered a number of sources of finance such as loans, overdrafts, 
using trade credit, borrowing money from family and friends, setting up as a 
partnership, and even selling shares as a Ltd company. Better responses linked these 
sources to reducing the risks associated of stating your own business. 
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Common discussion threads included competition, costs, gaps in the market and 
market trends, demand, footfall and passing trade, staff training and welfare, 
legislation, pricing strategies, disposable income, establishing customer loyalty, 
reputation, branding and USPs, and the need to effectively promote the new business. 
 
The following example shows a SWOT analysis in table form that lacks any detail and 
therefore achieves mark band 1. 
 

 
 
 
 
An alternative approach was to do a SWOT analysis in paragraph format. Two 
example of a mid-level responses for option 1 are shown below. It should be noted 
that the ability of option 1 to break even sooner than option 2 in the first of these 
two examples is incorrect. 
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Example 1 
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Example 2 
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Assessment focus 5: Supported decision making. 
 
This strand was quite diverse. Most of the candidates came to a decision but some 
failed to do so, or only stated the choice made in the activity 2 presentation.  
 
Some decisions made were very simplistic such as ‘Option 2 is better because the start-
up costs are lower and the gross and net profits are higher’. This approach did not allow 
candidates to go past Band 1. Other candidates were able to present a convincing 
decision with evidence of justification which allowed them to reach Band 3.  
 
The example that follows shows a very limited decision based on some simple points 
taken from the case study. There is no use of finance to justify the decision other than 
the difference in costs. 
 

 
 

 

Better candidates weighed up the options throughout the report before coming to a 
final conclusion. An example of a good final conclusion to the report is shown below.  
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AF6: Presentation and structure 
 
Generally, the reports were well presented, logical and easy to follow. Most of the work 
contained headings, subheadings and clear paragraphs.  Some used formal report 
structure with paragraphs numbering and an index sheet. Some reports contained 
errors in the body of the report, but few were obtrusive.  Some candidates lost marks in 
this assessment focus for the lack of use of relevant business principles and business 
management terminology.   
 
 

Activity 2: The presentation 
 
For this second activity, candidates have to use appropriate software, to prepare a 
presentation to the entrepreneur. 
The presentation should: 

• summarise the recommendations made in the report 
• give a rationale for the recommendations made 

The report must be accompanied by speaker’s notes or a script 
 
AF7: Business proposal overview 
 
Most candidates were able to refer to the data used in their report and the conclusion 
and make some key points that outlined the business idea.  
 
Some candidates failed to select the appropriate information from their report and gave 
a very brief outline. It is possible that these errors were due to the candidates running 
short of time having spent too long producing the report in activity 1. Candidates that 
copy and pasted large sections of the report into the presentation speakers notes also 
failed to score highly as they did not demonstrate ability to select appropriate data. 
When selecting data to use for this overview it is essential to use some financial date if 
the response is to achieve mark band 3 or higher. 
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AF8: Reference to costs/finance, key factors/risks 
 

 
 
 
AF9: Presentation design and structure 
 

 
 

Summary 
• Candidates should read the case study to ensure they fully understand the 

data being provided. 
• The set task will identify how marks are awarded for activity 1 and 

candidates should ensure they cover all of these points if they are to avoid 
losing marks. Some may wish to use this information as sub headings for 
the report. 

• AF1 marks are awarded for selecting appropriate data from the case study. 
To achieve higher band marks, candidates need to select a range of 
evidence from the case study and then use this when providing a reasoning 
for the option chosen. 

Many candidates attempted to justify their business proposal, but many of the 
presentations were not in the form of a business pitch but rather recommendations 
and a list of ‘thinking points’ and ideas for development going forward. This was also 
seen in the January 2018 series exam. Candidates are reminded this activity is a 
summary of what has been produced before. There is no requirement to provide 
additional recommendations such as spend more on promoting the business, lower 
prices, or do more market research. The assessment focus marks are split between 
discussing key factors and risk, and discussing financial data/statements. To achieve 
higher bands the candidate must consider all four elements 

Most of the candidates created slides with a coherent structure and some appropriate 
speaker notes. Many used bullet points and kept slides clear and easy to read, leading 
to a professional appearance. 
 
A few presentations failed to provide speaker notes, whilst others as stated earlier, 
simply copied large sections of the report and pasted these into the speaker notes 
section of the presentation. 
 
Not all candidates added clear headings to slides. 
 
To achieve high marks in this assessment focus, the presentation should be 
professional, free from errors, and be likely to engage the audience/investors. This is 
not likely to be the case if financial data has not been provided in the presentation. 
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• AF 2: Key resources required for the business option chosen should be 
identified and discussed.  

• AF 3: Financial forecasts will need to be completed, and these will vary 
depending on the activity and the data provided. These forecasts should 
form part of the decision-making process but remember there are other key 
factors to consider. 

• AF 4: Key factors, risks and options is the strand with the most marks 
available. Candidates should ensure they cover all parts of the assessment 
focus in the report, not just key factors or risks.  

• AF4 and AF5 is the part of the report where marks are awarded for the use 
of decisions making tools such as SWOT and PESTLE. There must be a final 
decision made and this should be justified throughout the report and also in 
a concluding section of the report. 

• Activity 2 will require candidates to provide a summary of the decision made 
in the report and a rationale outlining the decision making. There is no 
requirement for candidates to provide alternative choices. 

• Remember there is the lead examiners report from January 2018, and 
sample marked learner work from the additional sample assessment task 
available for use in teaching and assessment. These can be found on the 
BTEC Nationals qualification webpage located here.  
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