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Introduction

Overall, this was an accessible paper and there were some excellent answers to the
questions. It was pleasing that many candidates were able to apply their knowledge of
business and economic issues to a range of contexts. Many candidates showed a real insight
into understanding how governments and businesses have an impact on the world we live
in.

It was evident that many centres had accessed the numerous channels of information
available via the Edexcel website, and from the feedback and training sessions provided, to
prepare the candidates for this examination.

The multiple choice questions were answered successfully and most candidates
demonstrated a good understanding of business and economic terms. Similarly, both
‘identify’ questions were answered well. The vast majority of candidates had a clear
understanding of ‘social problems' and a majority were able to outline relevant examples of
‘cash inflows' for a business.

On the ‘define’ and ‘what is meant by’ questions most candidates were able to pick up both
marks by giving two relevant points within their answers, although some candidates did not
understand the term. It was also pleasing to see candidates supporting their definitions with
examples, and where imperfect definitions were given, this often escalated the response to
2/2.

The 3 mark ‘explain’ questions needed to have a valid point/effect/impact etc. and then

two relevant linked strands of explanation which may come in the form of a reason, cause
or consequence. These strands might be developed through connective words such as,

‘this leads to.../, ‘because..., ‘as a result...” etc. Where there is a stem, i.e. background
information on a business or country, the candidate’s response must be contextualised. Far
too often this was not the case, and despite candidates providing good answers with at least
two linked strands of explanation, answers were pinned at 2/3 because a candidate did not
apply their answer to the specific context of, for example, Toyota, Poundland or Egypt.

Questions 4(d) and 6(b) are ‘choice’ questions with marks awarded in levels. Candidates are
required to make a decision based on two options with relevant supporting analysis. Good
answers were present where candidates were able to provide a balanced argument, perhaps
by discussing the relative advantages and disadvantages of one option. This balance often
came through identifying a contrasting argument with connective words such as ‘*however’
or ‘on the other hand’. Responses awarded at Level 3 also required contextualisation and the
best responses offered a reasoned conclusion, perhaps making use of the ‘it depends’ rule.
For example, in question 4(d) some candidates were able to analyse how entering the large
Chinese market with a growth rate of 10% would create a large target market for Aurora,
but then went on to explain that entering a foreign market where they have little experience
may be a high risk strategy. Answers like this demonstrate balance in the analysis.

The ‘assess’ questions of 7(b) followed similar patterns, although most candidates found it
much easier to give a balanced response on 7(b) as most candidates were able to identify
at least one benefit and one drawback of a spending on infrastructure as a policy to reduce
absolute poverty. Comparatively, candidates also found it easier on question 10 to apply
their answers to the context of Sytner as an importer and relate this to the strengthening of
the pound.
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Question 1 (b)

Many candidates achieved full marks on this question and understood the factors that could
lead to a product being price sensitive. However, a number of students simply explained a
factor that might determine how demand might change with a fall or rise in the price. A few
candidates misinterpreted the question and explained price insensitivity.

(b) Outline one reason why the demand for a product might be price sensitive.
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ResultsPlus

Examiner Comments

The candidate scores both marks since they have identified a factor - 'not a
necessity' - and have developed this point - 'gives customers a choice'.

(b) Outline one reason why the demand for a product might be price sensitive.

(2)

Examiner Comments

This candidate shows an understanding of price sensitivity, but
has not given a reason/factor. 0 marks.
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Question 1 (c)

This was a relatively straightforward question for most candidates. However, some
candidates showed a lack of understanding between revenue/sales/turnover and profit.

(c) Give two examples of cash inflow for a business.‘} (oMo
(2)
1 SRAILONIG ettt e
) B Hﬂneﬁ ........ Srom_d granc . Som. the. 80ue Mnment.
ResultsPlus
Examiner Comments
Two relevant cash inflows identified.
(c) Give two examples of cash inflow for a business.
(2)

Examiner Comments

One mark awarded for either 'Revenue' or 'Sales'
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Question 1 (d)

The majority of candidates understood what poor/negative cash flow was, but struggled to
clearly explain why this might lead to business failure. A significant number of candidates
explained that this would reduce profits without clearly demonstrating an understanding of
the difference between cash flow and profitability. Nevertheless, candidates were credited if
they were able to explain how poor cash flow could lead to falling profits through insolvency.
Most candidates who scored all three marks on the question did so by explaining how poor
cash flow might result in the business being unable to pay certain debts/costs.

(d) Explain one reason why poor cash flow could lead to business failure,
(3)

par_Cosh flon, they i Need 0 veches e cost-

lus

Examiner Comments

The candidate has given a valid reason 'may use
cheaper raw materials'. They have then gone on to give
two linked strands of development. The answer does
not need to have any context to achieve full marks.

(d) Explain one reason why poor cash flow could lead to business failure.

ﬁ ResultsPlus

Examiner Comments

The candidate has given a simple reason why a
business might experience poor cash flow, but this
does not answer the question.
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Question 2 (b)

This was a very open question. It was accepted that there are a wide variety of responses
that could be considered a social problem. 'Anything at least some people in a community
view as being undesirable'. Consequently the majority of candidates scored 3 marks on this
question.

(b) State three current social problems other than binge drinking.

Examiner Comments

Two marks. Selling of drugs and drug use are too similar to
be awarded as two separate points. They are both related
to the same social problem - the use of drugs.

(b) State three current social problems other than binge drinking.

lus

Examiner Comments

Three relevant social problems identified.
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Question 2 (c)

This question was answered well with many candidates achieving all three marks.

The majority of candidates accessed the marks by explaining that the government could
reduce binge drinking by increasing taxation (duty) on alcohol. Candidates who did this then
went on to develop their explanation successfully.

(c) Explain one method the government could use to reduce binge drinking.
(3)
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ResultsPlus

Examiner Comments

3 marks - this is an example of a typical response
that many candidates gave for this question.

(c) Explain one method the government could use to reduce binge drinking.

V1
Examiner Comments
The government cannot increase the price of alcohol. They can increase
the duty/tax. Relevant method not awarded. However, one mark has been
given for recognition that people would not be able to afford it. The last
point is simply repetition of the question. Total - 1 mark.
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Question 2 (d)

Candidates who picked up marks on this question approached it from one of two ways. The
first was to recognise the cost to society and the government of binge drinking. Candidates
who approached the question this way typically went on to explain that less would be spent
on areas, such as the NHS. This gave the answer context because the answer was specific to
the UK context and the issue of binge drinking. Other candidates approached the answer by
developing an explanation linked to lower tax receipts for the government from the duty on
alcohol.

Recent research shows that the annual quantity of alcohol consumed by those aged
18 and over has fallen by more than 12% since 2004,

(d) Explain one effect on the government of the fall in alcohol consumption.

Plus

Examiner Comments

The effect in this response is - 'decrease in spending' - there are then two
linked strands of development in the form of a cause - '"decrease in alcohol
related problems' - and a consequence - 'more money to spend on other
things'. The answer gains three marks because it is in context (NHS).
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Recent research shows that the annual quantity of alcohol consumed by those aged
18 and over has fallen by more than 12% since 2004.

(d) Explain one effect on the government of the fall in alcohol consumption.
{3)
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Examiner Comments

This is a good answer and in context. However, the
final point made is too vague to achieve the third mark
- 'will benefit the government and others'. 2 marks.
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Question 3 (b)

The majority of candidates scored one mark on this question. The question required
candidates to show an understanding of the reasons for protectionism. Those candidates
that achieved both marks generally explained how restricting free trade would protect/help
develop domestic industries in Egypt.

(b) Outline one reason why Egypt might want to restrict free trade.
(2)

Roasiny X% P00 SN BN nRONE O AR i

Examiner Comments

A relevant reason for restricting free trade has been
given. The candidate then goes on to give simple
development - 'this will help small businesses grow'.

(b) Outline one reason why Egypt might want to restrict free trade.

Examiner Comments

1 relevant point made - 'more tax revenue'. The
candidate has not had to explain that this would come
from an import tariff.
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Question 3 (c)

Most candidates were able to explain how trade barriers would impact Toyota. However,
some candidates explained the impact of tariffs but did not understand how a tariff works.
For example, some candidates suggested that Toyota would have to pay the tax. This same
topic confused a number of candidates on the previous series and is an area of focus for
centres.

The Toyota Group is one of the world’s largest multi-national corporations with
its headquarters in Japan, It produces cars and electronics with factories in many
different countries.

Companies such as Toyota might be affected by Egypt's barriers to trade.

(c) Explain one possible disadvantage to Toyota of Egypt's barriers to trade.

“lus
Examiner Comments

A reason has been given - 'demand will fall due to price

increase' - the candidate then goes on to give two linked
strands of development. The answer is in context as the
answer refers to 'cars'. 3 marks.
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The Toyota Group is one of the world'’s largest multi-national corporations with
its headquarters in Japan. It produces cars and electronics with factories in many
different countries.

Companies such as Toyota might be affected by Egypt's barriers to trade.

(c) Explain one possible disadvantage to Toyota of Egypt’s barriers to trade.

ﬁ ResultsPlus

Examiner Comments

1 mark has been awarded for recognising that a trade
barrier might involve a tax on imports. However, the
candidate does not understand how this works.
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Question 3 (d)

With a 'describe' question candidates can access the marks using a number of techniques.
The points of explanation do not have to be linked, as is the case in a three mark 'explain’
guestion. Candidates may also achieve one mark through a relevant definition. However, the
question does not provide a key concept to define.

Candidates mainly picked up marks for explaining how the factory would create job
opportunities for Egyptians and create a source of tax revenue for the Egyptian government.

(d) Describe the benefit to Egypt of Toyota locating a factory in their country.

Examiner Comments

Several reasons are mentioned and there are a humber
of linked strands of development explaining how a new
Toyota factory would improve the lives of Egyptians and
the Egyptian economy. The answer is also in context of
Toyota/Egypt by referencing Egypt as an LEDC.
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(d) Describe the benefit to Egypt of Toyota locating a factory in their country.

Examiner Comments

A simple benefit has been given - 1 mark.
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Question 4 (b)

A number of candidates scored 0 marks on this question showing a gap in their knowledge
of what constitutes an external shock. The most common answer was the change in a
commodity price (oil) or conflict (such as war) in a foreign country.

(b} Outline one example of an external shock to the UK economy.

ResultsPlus

Examiner Comments

External shock given - 'oil found in America'. The candidate then goes
on to give a consequence - 'petrol prices in UK fall'. 2 marks.

(b) Outline one example of an external shock to the UK economy.
(2)

ResultsPlus

Examiner Comments

A number of candidates referred to factors that could
be considered an internal shock.
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Question 4 (c)

This was an accessible question for most candidates. The key with this question was to make
the link between success and the increase in market share. Few candidates simply explained
how success could lead to improved profitability, but instead related their response to

how Aurora might have performed better than their competitors. Context was awarded for
reference to the nature of the product - rare stamps and autographs - or drawing from the
stem the fact that there has been poor economic growth since 2008.

GCSE Business Studies 5BS05 01
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Question 4 (d)

The first 'choice' question on this paper required candidates to provide a balanced analysis
of the two choices and make a simple conclusion. However, candidates do not have to
discuss both options to achieve full marks. Nevertheless, the majority of candidates
approached the question by discussing each option in turn. Many candidates showed a
good understanding of the issues concerned with internal and external growth. Candidates
demonstrated context by linking their answers to the nature of the product or the nature of
the Chinese market.

Balance was demonstrated where candidates were able to explain the benefits and
drawbacks of one option.

Brazil, Russia, India and China have all experienced average annual growth rates of
over 4%, with China growing the fastest at 10%.

Aurora wants to continue its growth. It has identified two options:

- SLou
+ internal growth - developing a website to sell its products - \:;;:n‘.rl moreet
. . — ; i P - hanrise
external growth — merging with a similar business based in China _.“;‘ ies op scls
L ~ different ideas
(d) Which of these methods do you think will be more effective in allowing Aurora to
grow? Justify your answer.

(6)
................ Qtotum&fnte.r i;o..aood. e for Awyoro,
Checause o website | WL eheen
has o wider markek 1o seM. to dwrefore  will have
_____ O SO S o e
LQeawing | Ehrough o merger s als0 . good beCons®
______ b Wl mean  Auwrora  w(l grow  faster ancd
..... be abWw o . qehiewe... ecanomieS  of scale . Chind is
aw_o';-w.?m&tebtemmmgmunmeawwhmmum
coke gf A0 o = Yhis MeANS . consumes  spending witl

I conbrol. Thi's. means there
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ﬁ ResultsPlus

Examiner Comments

The candidate has discussed both options, albeit with little
explanation of how a website could benefit Aurora. The
candidate has explained the benefits and drawbacks of
external growth in the form of a merger with a Chinese
business. The answer is also in context by referring to the
growth rate of the Chinese market. The answer finishes
with a simple conclusion and shows balance. Therefore,
the answer achieves the top of level 3. 6 marks.
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Brazil, Russia, India and China have all experienced average annual growth rates of
over 4%, with China growing the fastest at 10%.

Aurora wants to continue its growth. It has identified two options:
internal growth - developing a website to sell its products
external growth - merging with a similar business based in China

(d) Which of these methods do you think will be more effective in allowing Aurora to
grow? Justify your answer.

(6)

B vooud Lo B ¢ am T \‘O‘muU
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% ResultsPlus

This is a good answer and the candidate has shown an understanding of the issues
related to internal and external growth. However, the candidate has looked at the benefits
of both options. Without considering the drawbacks of at least one option the answer
does not demonstrate balance. Therefore, is limited to the top of level 2. 4 marks.
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Question 5

Candidates performed well on this question with most able to identify two elements of the

marketing mix and explain each in the context of Poundland. Context was typically achieved

by referring to the £1 price tag or the wide variety of brands on sale.

Answer ALL questions. You should spend 30 minutes on this section.

Read the following passage carefully and then answer questions 5 and 6.

4 \

Poundland is a retail chain which sells every item in its stores for £1. It sells products
such as home and kitchenware, gifts and healthcare goods, many of which are well
known brands. Despite poor economic growth in the UK, Poundland has enjoyed
increased sales and profits. It employs more than 7,000 staff and plans to open
another 50 stores in the UK.

{Source: http://www.poundland.co.uk/images/1638/original/img_2839---version-2,jpg)

5 Identify two elements of the marketing mix. For each element explain how it might
have contributed to the success of Poundland.

Element 1
(1)

Explanation
(3)

..... iﬁg{//ﬁﬁﬁﬁﬁi/f&?fﬁmﬁf:afm@ﬂ
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Explanation
(3)
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ﬁ ! ResultsPlus

Examiner Comments

The candidate has identified two elements of the marketing mix. For each they
have clearly explained how factor leads to the success of Poundland. Each

explanation has at least three linked strands of development explaining how
Poundland use the marketing mix successfully. 8 marks.
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Answer ALL questions. You should spend 30 minutes on this section.
Read the following passage carefully and then answer questions 5 and 6.

- ™

Poundland is a retail ¢ ich sells every item in its stores for £1. It sells products
such am an nd &ﬂ@ many of which are well
known s. Despite economic growth in the UK, Poundland has enjoyed

increased sales and profits. It employs more than 7,000 staff and plans to open

another 50 stores in the UK,
\ J
(Source: http://www.poundland.co.uk/images/1638/original/img_2839-—-version-2.jpg)
5 Identify two elements of the marketing mix. For each element explain how it might

have contributed to the success of Poundiand.

Element 1
{(n

Teovding weorns Qoo SO

Explanation

{3)
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Element 2

Explanation

LSOC. o %

ﬁ ResultsPlus

Examiner Comments

In the first part of the question the candidates'
response has not been credited for 'Providing items
for £1' as this is not an element of the marketing
mix. The second element has been awarded because
the candidate mentions 'product'. Although the
element has not been credited, there is sufficient
understanding to award the explanation. This
response achieved 5 marks.
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Question 6 (a) (i)

The first part of question 6a was very straightforward with very few candidates failing
to identify a benefit to Joan Driscoll of the newly opened Poundland. The most common
response being the opportunity for employment with the company.

Joan Driscoll is an unemployed single parent living in a town where Poundland plans
to open a new store.

6 (a) (i) Identify one possible benefit to Joan Driscoll of the opening of this new store.
(1)

whw‘osﬂ—\fm\wol.atmmj

ResultsPlus

Examiner Comments

A typical response with the benefit identified.
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Question 6 (a) (ii)

For the second part of question 6a students were required to build on the benefit given in
6a(i) in context of Joan Driscoll. Candidates were able to apply the context by referring

to her employment status or family situation. Where candidates failed to achieve all three
marks, it was often due to restating the benefit given in the first part of their answer instead
of developing the consequence of this.

(ii) Explain this benefit for Joan Driscoll.

............ Yo . Hfjl,-,rrahfv[ﬁ%khlﬂlﬂm Mooy K
Ske il be.. able. Fo.. Sepgedy... Wy Oaddnan and eaopt-

ﬁ ResultsPlus

Examiner Comments

Here the candidate has given three linked strands
of explanation in context of Joan Driscoll. 'higher
disposable income' - 'support her child' - 'higher
quality of life'. 3 marks
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(ii) Explain this benefit for Joan Driscoll.

(3)
Can OO

e beae‘g\* wxaald be aak \}Joun 'Dnsc.m\. pewexy
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Examiner Comments

% ResultsPlus

The question requires candidates to explain the benefit given in
the first part of the question. The points made must be linked. In
this response the candidate has explained two separate reasons.
Only one of these can be awarded. The second benefit is not
related to Joan and is not linked to the response given in 6a(i).

Hence, one mark is awarded for '...support his children without
the help of benefits'.

GCSE Business Studies 5BS05 01
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Question 6 (b)

This question requires the same skills as 4d. However, marks at the top of Level 3 (7-8)
are awarded for the quality of evaluation. The mode score on this question was 4 marks,
demonstrating that many students did not show balance when discussing either option.
Many candidates used the context well and were able to explain how the economic climate

in either country might suit Poundland and their products.

Poundiand is looking at opening stores in Spain. Spain has a population of over
46 million. The standard of living has been falling since the end of 2008. Over 20% of
the population are living below the poverty line. One in four workers is unemployed,

In the 15-24 age group the unemployment rate is 40%.

*(b) Two methods that Poundland might use to inc’@\age profit are to:
8BNS MW—@:&\: , , oA
« = open more stores in the UK - ard, U Jer ot '
open more stores in Spain = YW@ - aer
p P W \Bﬁ%@i’ M Lo

Loxporgrt - B\ €17
In your opinion, which of these methods is more likely to increase profit for

Poundland? Justify your answer.
(8)

u\\w&\\m&ug\u .....
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Examiner Comments

This is an excellent answer.The candidate has
discussed both options giving reasons and limitations
for both. These reasons are logically developed

with cause/consequences. The answer is balanced -
considers the limitations of opening a store in the UK
and in Spain - and is clearly in context. Level 3.The
candidate has written a justified conclusion that
makes good use of the 'it depends' rule in the form of
a condition "if..." and given a recommendation. The
quality of the evaluation takes this answer to the top
of Level 3 - 8 marks.
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Poundland is looking at opening stores in Spain. Spain has a population of over

46 million. The standard of living has been falling since the end of 2008. Over 20% of
the population are living below the poverty line. One in four workers is unemployed.
In the 15-24 age group the unemployment rate is 40%.

*(b) Two methods that Poundland might use to increase profit are to:
« open more stores in the UK
« open more stores in Spain

In your opinion, which of these methods is more likely to increase profit for
Poundland? Justify your answer,

(8)
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ﬁ ResultsPlus

Examiner Comments

The candidate has discussed both options and given simple statements
explaining the benefits and limitations of at least one of the options.

The candidate has answered in context by referring to the low price of
poundland and the high unemployment rate in Spain. The answer achieves
Level 3, but stays at the bottom of the level because the evaluation is not
sufficiently developed to achieve 7 or 8 marks.
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Question 7 (a)

This was the first definition question on the paper. In order to achieve both marks

candidates were required to show an understanding of the concept. Many candidates did
well on this question and were able to demonstrate that the standard of living is linked

to what individuals can buy with their income in a year. Many candidates also included at
least one way in which the standard of living can be measured. This was only awarded as a

second mark where an imperfect definition was given.

-
In July 2012, most of Northern India lost all electrical power. Many towns and cities
had no electrical power for several days. The Indian electrical infrastructure has
been unreliable for a long time, with frequent power cuts. Other parts of India’s
infrastructure, such as the road, telephone and internet networks are also in need of
improvement. -

70% of people in India live in the countryside. Many cannot read or write. The
majority work in agriculture where farming methods have changed ittle over time.
Many live in absolute poverty earning 42p a day or less.

L.

7 (a) What is meant by the term standard of living?

Examiner Comments

The candidate gives an accurate definition for standard of living.
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In July 2012, most of Northern India lost all electrical power. Many towns and cities
had no electrical power for several days. The Indian electrical infrastructure has
been unreliable for a long time, with frequent power cuts, Other parts of India’s
infrastructure, such as the road, telephone and internet networks are also in need of
improvement.

70% of people in India live in the countryside. Many cannot read or write, The
majority work in agriculture where farming methods have changed little over time.
Many live in absolute poverty earning 42p a day or less.

W

7

(a) What is meant by the term standard of living?

ﬁ ResultsPlus

Examiner Comments

"the aspects of a persons life" is too vague for the
imperfect definition. The example given must build
on some relevant definition to be credited. Most
candidates gave examples of how will the standard
of living can be measured. 0 marks.
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Question 7 (b)

For this 8 mark 'assess' question candidates were asked to discuss the extent to which
improving infrastructure would help India reduce absolute poverty. Many candidates showed
good understanding of infrastructure and the benefits it could provide to an economic
system. Furthermore, most candidates were able to apply this to the context of India.
Those candidates who achieved level 3 were able to do so by discussing other factors that
may also be as/more relevant than spending on infrastructure, or indeed, the limitations of
investment in infrastructure. For example, many candidates suggested that direct spending
on education or training may be more beneficial at directly solving the problem of absolute
poverty.

*(b) Assess the extent to which improving infrastructure is the best way to reduce

absolute poverty in India.
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mqmu% (DU, Lon £.fe oot

RoaX. Qo doeleiT . Wony. cuiéedc mngfp.wpl@% .................
16 biouse 707 Of peopo AN e NG, 00 U8R OOURAK.
....... fou sy Rrniguas ond trus ey, s @domly us hudoss,
 o0aonlnG YOX edesdiidy wonk kel These pecple o (AU
osice Boch, O, ool A\ oFhes ondShedRs, ond twis, deD
,,,,,,,,, MMMWMWW&WW \-LJ{.u{
o X puresnenas o Ave. ahsoMR. 0001w . Moy
e, e et (K. tnating S, ok fod i
. Cheoy \b\ou,\,{ ond Mt dthes, g readily. Guaiae - —Ng, ..
O3 {prure RS by bldung mote Nomes. A
Lo side oS 1o ok, hD“‘QhS..SMQ
g guccMach ?mmmf elmruwhd mcug 0%

e g (g Mtqwsmmﬁﬂﬂdu& v

O owdpules mesaa@_pweky Prisdogands apoes

009 exgueing, equpmenk Wil he_, ond »f Ng @ AfFollh ¥ -

- \nquting, NEGITUOWA. Sulin s mode W) vaon, MMM&;
Moy able mmu\ém aenglayinors, fqple o
otk (eolle 0 olsue posslhy- widk howe. m,\mg"*a.s U\[gp!@ .

o nonowsien, olXnoagha frere & achane Mok (npUSA
...... w\:;;.)&l, Fudonkd e o effack: ot Yo golanienr I ) g

‘W\Q ‘{,'\.Or\ O(rlibod S ,u{\L‘) (Total rQucstlon|'7 10 marks)
GCSE Business Studies 5BS05 01




ﬁ ResultsPlus

Examiner Comments

This candidate clearly explains some of the benefits of
infrastructure in resolving absolute poverty and clearly relates
their answer to the context by discussing electricity and
farming. The candidate has also shown a balanced answer

by explaining that building more homes in the countryside

or reducing the price of food may be a more effective
alternative. The candidate has also provided a conclusion

based on their analysis and made good use of the 'it depends'
rule. level 3 - 8 marks
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*(b) Assess the extent to which improving infrastructure is the best way to reduce
absolute poverty in India.
(8)
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Examiner Comments

A good answer showing an understanding of infrastructure and how it could
improve India's economy. However, the answer is not balanced. Level 2 - 4 marks.
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Question 8

In order to achieve both marks candidates were required to understand that an interest rate
is both the cost/charge for borrowing and the reward/return for saving. Many candidates
scored full marks on this question.

Answer ALL questions. You should spend 20 minutes on this section.

Read the following passage carefully and then answer questions 8 to 10.

7 ™
The global recession of 2009 was a key factor in the Bank of England reducing the
interest rate to 0.5%. It remained at this level for a number of years. The low rate was
set so that economic activity would increase.

Sytner has 16 BMW dealerships across England. It sells new BMW cars, such as the Z4,
which it imports from Germany. The price of a new Z4 in the UK is £44 000. It also sells
used cars it has bought in the UK. Some of its customers take out loans to purchase
new and used cars.

Arthur Lee has just retired from Sytner. His only income now is from his state pension

plus the interest he receives from his bank savings.
A v

8 What is meant by the term interest rate.

\

00

Examiner Comments

The candidate gives an accurate definition of interest rates.
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Answer ALL questions. You should spend 20 minutes on this section.
Read the following passage carefully and then answer questions 8 to 10.

4 A
The global recession of 2009 was a key factor in the Bank of England reducing the
interest rate to 0.5%. It remained at this level for a number of years, The low rate was
set so that economic activity would increase.

Sytner has 16 BMW dealerships across England. It sells new BMW cars, such as the Z4,
which it imports from Germany. The price of a new Z4 in the UK is £44 000. It also sells
used cars it has bought in the UK. Some of its customers take out loans to purchase
new and used cars.

Arthur Lee has just retired from Sytner. His only income now is from his state pension

plus the interest he receives from his bank savings.
\ J

8 What is meant by the term interest rate.

\'\ae, Pa,\d» M \-\eus
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Examiner Comments

The candidate shows partial understanding of the concept. The second sentence
is repetition of the first and does not add anything to the answer. 1 mark.
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Question 9 (a)

Questions 9a and 9b requires candidates to apply the concept of an interest rate to two
scenarios. The first in terms of the impact on Sytner (9a) and the second an individual,
Arthur Lee. The mode on both questions was 3 marks, showing that candidates had a good

understanding of how a changing interest rate might affect different agents.

9 (a) ldentify and explain one effect on Sytner of low UK interest rates.

Effect

(1)

Explanation
(3)

»peOfe Sl Mo,
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Examiner Comments
This candidate identifies the benefit to Sytner - 'higher sales revenue'.

The explanation then develops the answer and shows an understanding of how the
public may respond to a lower rate of interest. The answer is clearly applied to the
context purchasing new cars. 4 marks
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Question 9 (b)

Many candidates failed to achieve full marks on question 9b because they failed to
sufficiently develop their answer with linked strands of explanation or apply their answer to
the context.

(b) Identify and explain one effect on Arthur Lee of low UK interest rates.

Effect

...................... o T [

+IuS

Examiner Comments

The effect is correct (1 mark). However, the candidate
gives limited explanation and has not explained the cause
of consequence for Arthur Lee and his family. 2 marks
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Question 10

Most candidates were able to explain how a strengthening pound would benefit Sytner

as an importer of its new BMW cars from Germany. Those candidates that were able to
achieve the top of Level 2 did so by explaining how Sytner could use the exchange rate

to their advantage to increase their stock of cars, lower costs or offer a more competitive
price to customers. The best answers came from candidates who were able to explain

how the exchange rate may have a limited or short-term impact on Sytner or the fact that
new cars only make up a percentage of their trade and that the exchange rate is unlikely
to have an impact on used car sales in the UK. Some of the candidates scores 0 on this
question because they misunderstood how the exchange rate mechanism works or failed to
attempt the question. In some cases this was a result of poor time management during the
examination.

Between 2009 and 2013 the pound (£) strengthened against the euro (€). Sytner imports
all of its new BMWs from Germany and pays for them in euros,

*10 Using your knowledge of economics and business, assess the extent to which a
strengthening of the pound could affect businesses such as Sytner.

{10)
17U

%)
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Examiner Comments

The candidate shows an understanding of how a strong pound could
benefit Sytner and develops at least two relevant points of explanation.
The candidate has not considered other factors or the limitations of the
exchange rate. The answer is therefore Level 2 - 5 marks.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Always try to support definitions with valid examples.

Use relevant connectives such as, ‘therefore..., ‘this leads to...,, ‘as a result...’, as this
will help build explanation and analysis to show a clear understanding of issues, causes
and consequences.

Avoid lengthy and unnecessary explanations when answering ‘identify’ questions.

When answering choice and ‘assess’ questions, always consider what the ‘but” might
be. Issues are seldom one-sided or automatic and a well-balanced answer will always
present the benefits and limitations.

Where a stem and evidence is provided candidates must always attempt to answer the
question in the context of the business or economy mentioned.
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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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