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Example Candidate Responses — Paper 1

Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge IGCSE / IGCSE (9-1) / O Level
Business Studies, and to show how different levels of candidates’ performance (high, middle and low) relate to the
syllabus requirements. This document helps teachers to assess the standards required to achieve marks beyond the
guidance of the mark scheme.

In this booklet candidate responses have been chosen from the June 2023 exam series to exemplify a range of
answers.

For each question, the response is annotated with examiner comments about where and why marks were awarded or
omitted. This is followed by comments on how the answer could be improved. There is also a list of common mistakes
and guidance for candidates.

Please refer to the June 2023 Examiner Report for further details and guidance.

The questions and mark schemes are available on the School Support Hub

0450/ 0986 / 7115 June 2023 Question Paper 12
0450 / 0986 / 7115 June 2023 Mark Scheme 12

0450 / 0986 / 7115 June 2023 Insert 12

Past exam resources and other teaching and learning resources are available on the School Support Hub
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How to use this booklet

This booklet goes through the paper one question at a time, showing you the high-, middle- or low level response for
each question. In the left-hand column are the candidate responses, and in the right-hand column are the examiner
comments.

Example Candidate Response — high Examiner comments

2 Gloriais a sole trader. Her business provides house-cleaning services. Gloria uses telephone calls
to communicate with her 4 employees. She wants to expand the business by offering a repair
service. Gloria plans to carry out some market research. She has been told producing a business
plan can help to reduce risk. Gloria would also like to reduce her workload and is considering taking
on a business partner.

0 This response identifies one
way.

e Examples of decisions are
not relevant. If this is all they
had written, this would have
gained no credit. Fortunately,
the point is clearly linked

(a) Identify two ways a business plan can help a business to reduce risk.

Way 1: heleing kg ...... bowads 30.Q<(<§...°

Way 2 ... dinonial, accousb..... fo... ke tedonditg...... to obtaining finance, so the
ﬂ&mfmawuwnl@m% o ocide N@WJ’WM 2 comment is not classed as a
(% bank  will  fequeed  ble business  plonin eeder  to ferd loon different answer.

{b) Identify two possible reasons why a business might want to expand.

Reason 1: Wides:

4 4 4 L

o Understanding the bank
might want to see it, to ‘rent the

SO hase. to....howe,

Examiner comments are
alongside the answers. These
explain where and why marks
were awarded. This helps you

to interpret the standard of
Cambridge exams so you can

help your learners to refine their
exam technique.

Answers are by real candidates in exam
conditions. These show you the types of answers for
each level. Discuss and analyse the answers with
learners in the classroom to improve their skills.

How the candidate could improve their answer

* (a) Two valid ways are identified. The second way could have been written more succinctly. For example, it could
help secure finance. Listing examples of decisions is not relevant and on their own are therefore not awardable.

* (b) Two reasons are identified. However, a shorter answer (stopping after ‘wider customer base’) would still have
earned the mark for reason one. The second part includ
not mark the third reason so including it only wastes the

This section explains how the candidate could
have improved each answer. This helps you to
interpret the standards of Cambridge exams and
helps your learners to refine their exam technique.

Common mistakes and guidance
(a)

« Vague statements about help, decision-making, avoiding problems or being more organised.
« ltis important to read the question carefully to ensure answers have the correct focus.

(b)

+ Some candidates were not precise enough when identifying points, or they identified two similar points. Always
attempt to select points which are clearly different.

* Only include two points, as additional answers will not b

+ There is no need to explain points — the question only r

This section lists common mistakes as well
as helpful guidance from the examiner. This will
help your learners to avoid these mistakes. You

can use this alongside the relevant Examiner
Report to guide your learners.
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Question 1

Example Candidate Response — high Examiner comments

1

FBW manufactures watches using job production. It employs 5 full-time production employees.
Each worker is offered regular training. Last year FBW sold 600 watches. The Managing Director
plans to use break-even analysis to help decide whether to increase the price of its products. FBW's
current break-gven chart is shown in Fig. 1.1. . .

Break-even chart for FBW’s watches

120000
100000 total revenue
total costs
80000 :
costs and o~
revenue.$ 60000 . 7
40000
20000 - fixed costs

0 100 200 300 400 500 600 700 800
number of watches
Fig. 1.1

(a) Identify two reasons why a business might offer training to its employees.
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(b). Calculate the foliowing values using bl A

Break-even output: 500

boooo$ (4] el

(c) Outline two possible effects on. FBW:s breakseven chart if the prices of its products are

increased
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Break n

Correct reason. The second
part of the sentence is unnecessary
as this is classed as an alternative
to good service.

e Another correct answer. Both
marks are awarded at this point.

@ The candidate identifies
another reason, but this is
unnecessary as only the first two
responses will be marked.

Mark for (a) = 2 out of 2

o Two correct answers are
calculated from the break-even
chart.

Mark for (b) = 2 out of 2

6 This statement is vague. It does
not identify why/how it is easier.

0 Using relevant information from
the break-even chart shows good
application.

0 Understanding that break-even
is quicker to achieve gains the first
knowledge mark.

o A second effect is outlined.

o There must be two different
pieces of application used — one
for each knowledge point. Here,
the candidate repeats the earlier
reference to 500 units so this
answer will not be awarded twice.
Mark for (c) = 3 out of 4




Example Candidate Response — high, continued Examiner comments

(d) Explain two benefits to FBW of having full-timé employees.
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@ A relevant benefit is identified.
The comment about employees
feeling more loyal is repetition as
this is simply an alternative to more
committed.

m Mentioning watches clearly
links the point to the scenario so
one application mark is gained.

@ The candidate offers a relevant
explanation about how employee
commitment can benefit the
business, namely less absenteeism.
Analysis must flow on from the
knowledge point being made, which
it does in this response.

@ A second benefit is identified.

@ While the reference to watches
could be application, it has already
been awarded in benefit one. Each
point needs a different piece of
application.

@ The analysis needs more
development as ‘without worrying
they may miss the meeting’ does
not show a clear impact on the
business. For example, missing the
meeting could lead to mistakes or
the wrong actions taken.

Mark for (d) = 4 out of 6
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Example Candidate Response — high, continued Examiner comments

(e) Do you think job production is the best methad of production for a small business to use?
Justify your answer.

A,.,.JQb.mMmfﬁ.mh@o.mb/.\siness.?@\mg.Qada.%.%..wdms
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@ The knowledge marks are
quickly achieved in the opening
sentence for identifying the products
are based on specific customer
requirements and are unique. Other
examples of knowledge are evident
throughout the answer but to gain
further credit, the candidate needs
to show analysis and evaluation.

@ A decision is made, but listing
disadvantages does not show
reasoned judgement.

@ Explaining how unique products
can help build customer loyalty
gains the first analysis mark. The
second knowledge mark is awarded
for identifying an alternative method
of production, batch production.

@ Another decision is made, but
this statement is not evaluative.
Instead of building on points
discussed to support the decision,
the candidate identifies additional
knowledge and analysis.

@ The candidate explains how
batch production (an alternative
method of production) could allow
for economies of scale. This gains
the second analysis mark.

Mark for (e) = 4 out of 6

Total mark awarded =
15 out of 20
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How the candidate could improve their answer
) ) ) , . o . Example Candidate Response — middle Examiner comments
* (a) For this question, a simple statement for each point was sufficient. Taking improve efficiency as an example:

efficiency is the HOW and mentioning ‘increase’ shows the direction of change. Candidates should be encouraged
to write clearly and succinctly. The question only asked for two reasons, so including additional details or points
was unnecessary. Examiners only mark the first two points in a list-style question. This means that whatever

is written in the third answer cannot be credited, even if one of the earlier points was incorrect, as a scattergun
approach does not show good understanding of the topic.

« (b) Acorrect answer is all that is needed for this type of calculation question. Including the correct mathematical
symbol, such as $, is always recommended, but on this question, it was not essential to access the marks.

¢ (c) The candidate correctly outlined two effects, one of which was in context. Appropriate reference to 500, the
number of units sold, clearly links the point to the scenario. Using appropriate data from the chart or any table is a
good way to access application as it is specific to the business in question.

¢ (d) The candidate identified two relevant benefits. However, only the first point was developed to show application
and analysis. Candidates cannot use the same application for both points. Application does not have to be complex
to be awarded. It simply needs to link the point to the chosen scenario. The question asked for the benefit to the
business so it was important that candidates showed how the business may be affected. Here, the example given
was vague as it did not clearly show how it helped the business.

* (e) Good knowledge and analysis were evident in this answer. However, a decision alone is not sufficient to
access evaluation. Candidates need to support the decision made with reasoned arguments and these should
build on points discussed. Here, mentioning an alternative method of production was a good strategy as the
contrast between the two methods can form the basis for a balanced decision. For example, recognising that
economies of scale could lead to lower prices may not be important when selling unique products which can be
sold at higher prices to offset the higher cost. Therefore, job production could still be a better option for a small
business, especially as it may not have the capacity to order large amounts of inventory to benefit from purchasing
economies anyway. To gain the second evaluation mark, the answer would need to be in the context of a small
business.

0 Two correct answers from the
mark scheme gains both marks.
(1) Mark for (a) = 2 out of 2

e Although it is good practice

to include the units (watches) for
a numerical questions, it was not

e essential to do so in this case.

o Incorrect answer. The
candidate identifies a random value
from the chart.

Mark for (b) = 1 out of 2




Example Candidate Response — middle, continued Examiner comments
Outline two possible effects on FBW’s break-even chart if the price: its products are
increased. 6%

—_—
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o One effect is identified. There is
no need to repeat the question, as
this simply takes up time which can
be used more effectively to answer
later questions.

e The reference to watches is
application.

e Outlining the effect on costs
does not answer the question so
this answer gains no marks.
Mark for (c) = 2 out of 4

@ A benefitis identified. This is
accepted as an alternative to ‘fewer
workers needed’.

e No analysis as the comment
provided simply repeats the
knowledge point. This is a common
mistake. They need to show how
this would help the business — for
example, lower costs as fewer
workers needed for training.

The reference to training would
also have gained application as
the scenario clearly states all
employees are offered regular
training. Alternatively, they could
have mentioned the fact that FBW
only needs five employees.

0 The focus on training is
incorrect as this is a different
concept. Without knowledge of a
benefit of full-time employees, there
is no opportunity to gain application
or analysis.

@ Here, the candidate attempts
to explain the difference between
part-time and full-time employees
which is unnecessary and does not
answer the question.

Mark for (d) = 1 out of 6

1
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Example Candidate Response — middle, continued Examiner comments

(e) Do you think job production is the best method of production tor a smail business 10 use ¢
Justify your answer.
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0 One knowledge mark for
advantage of job production.

@ No analysis as there is no
clear connection here between
productivity and job production.
The analysis needs to be clear
and follow on from the point being
made.

@ Second advantage is identified.
There are other examples such as
batch production, but these will gain
no further credit as all knowledge
marks have been awarded at this
point.

@ The reference to flow
production is incorrect as this is not
an appropriate method for a small
business.

@ Analysis for explaining batch
production can produce many
products. This is true when
compared to job production.

@ There is no decision about
whether job production is the best
method. The final sentence simply
repeats a point already made.
Without a decision, there is no basis
for evaluation to be considered.
Mark for (e) = 3 out of 6

Total mark awarded =
9 out of 20
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How the candidate could improve their answer

* (a) This was a clear and concise answer. The references to production and products are unnecessary as they do
not add any clarity to the answer. This question only required short statements identifying two reasons.

« (b) Itis good practice to attempt every question. If a question is left blank, there is no opportunity to gain marks.
So, while one of the answers is wrong, a guess is always better than writing nothing, especially on a calculation
question.

¢ (c) The candidate correctly identified one effect which was then applied. However, the second response had the
wrong focus, as changes in price are unlikely to affect costs, so no marks could be awarded. It is also important to
note, the candidate did not try to link their answer to the watch-making business. Therefore, even if there had been
valid knowledge, there would have been no opportunity to gain application marks.

* (d) Benefit one showed some knowledge. However, instead of analysis, the candidate repeated the knowledge
point. This was a common mistake. The candidate needed to show how having fewer employees would benefit
the business. Neither answer included any reference to FBW, so the candidate missed the opportunity for any
application marks. It is important to use the information provided in the scenario to support each point made.

¢ (e) The candidate identified two issues, but only one was developed. The analysis should follow on from a relevant
point of knowledge. Here, for example, they could have explained why job production was likely to motivate
employees. The candidate made no decision about whether job production was the best method for a small
business to use. Therefore, there was no opportunity to access evaluation marks.

Example Candidate Responses — Paper 1

Example Candidate Response — low

1 FBW manufactures watches using job production. It employs 5 full-time production employees.
Each worker is offered regular training. Last year FBW sold 600 watches. The Managing Director
plans to use break-even analysis to help decide whether to increase the price of its products. FBW's
current break-even chart is shown in Fig. 1.1.

Break-even chart for FBW’s watches

120000
100000 i total revenue
total costs
80000
costs and /
revenue $ 50040
40000 /
20000 fixed costs

0

0 100 200 300 400 500 60C 700 800
number of watches

Fig. 1.1

(a) Identify two reasons why a business might offer training to its employees.
Reason 1: .. 1)2.c.aMiSR.. 0. mek . he MPIQ\/L%M}MUW
yhod 1. prochie. @)
Reason 2:...L% Cﬂus&f@maﬂ&uﬂwrﬁmwﬂffrodumoh
nDi“vath&HA,ajTe 2]

{b) Calculate the following values using Fig. 1.1:

Break-gven output: \560 F)(ﬁ)@ o
Break-even revenue: i; ({ 0000

4] 2

Examiner comments

0 ‘Make the employee know what
to produce’ is not specific enough

— as this could be a communication
issue. Had they said HOW to
produce, this could have gained
credit under bullet point four — ‘so
workers know what to do’.

e This answer shows no
understanding of training. It needs
to show how or why training would
help avoid disruptions.

Mark for (a) = 0 out of 2

e Break-even output is not a
financial value, so this response
automatically gains zero marks for
including the dollar ($) sign.

o This answer is incorrect as
the answer given is an incorrect
calculation of break-even revenue.
Mark for (b) = 0 out of 2




Example Candidate Response — low, continued

{c) Outline two possible effects on FBW's break-even chart if the prices of its products are
increased.

i I
Explain two benefits to FBW of having full-time employees,
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Examiner comments

6 Understanding that total
revenue will increase gains 1 mark
for knowledge.

e Instead of application, the
candidate repeats the question.
Using the value of break-even
revenue which can be found on the
break-even chart could have been
one way to link this point to the
scenario.

o The second answer is not
relevant as an increase in price will
not have a direct impact on costs.
Mark for (c) = 1 out of 4

The comment about ‘save
the cost’ is a development point
only. The candidate needs to
identify what or how having full-
time employees would allow the
business to achieve this.

e The response does not show
how the flow of production not being
disrupted relates to having full-time
employees.

@ Simply stating ‘employees are
available’ is vague as this could

be true for part-time workers.

The difference is that full-time
employees are always available
throughout the working day.

The word ‘always’ was therefore
important and is necessary to award
this point.

Mark for (d) = 0 out of 6

Example Candidate Responses — Paper 1

Example Candidate Response — low, continued

(e) Do you think job production is the best method of production for a small business to use?
Justify your answer.
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Examiner comments

0 Cost can only be awarded as
analysis on this question because
the candidate needs to specify the
reason why costs might change.

@ Understanding that job
production is slow is awarded
knowledge. The candidate does
mention flow of production, but as
written it was clear that this was not
intended as an alternative method.

@ A decision is made but what
follows is simply a statement rather
than a judgement.

@ The rest of the answer is
vague. Comments such as ‘easier’
need clarification to show what is
easier and therefore why it is an
advantage.

Mark for (e) = 1 out of 6

Total mark awarded =
2 out of 20
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How the candidate could improve their answer

¢ (a) Points made must be clear to gain any credit.
¢ (b) The candidate did not demonstrate an understanding of a break-even chart in the calculations provided.

¢ (c) The candidate outlined one effect but did not link their answer to the scenario. Any appropriate reference to the
business such as commenting on the number of products sold could have gained application. The second answer
was incorrect and therefore there was no opportunity for further credit.

¢ (d) The candidate must have explained the benefits of full-time employees. There was no awardable knowledge in
this response. Without knowledge, it is not possible to access marks for analysis or application. Had the candidate
mentioned that full-time employees are more loyal to the business, then the point about saving the cost of hiring
new employees would have been simple analysis. Application could have been awarded for an appropriate
reference to the number of employees or what the employees were manufacturing.

¢ (e) One relevant issue was identified: job production is slow, but this point was not explained. The comments about
‘easier’ and ‘lower costs’ were not detailed enough to be awarded marks. The response did include a decision, but
to access evaluation marks, the candidate needed to provide a justified reason to support their decision.

Common mistakes and guidance
(a)

« There is no need for candidates to write in sentences for this question as they are only required to identify reasons.
A couple of words identifying the change and the reason is sufficient.
* Including more than two answers is unnecessary and examiners will only mark the first two responses written.

(b)
» Using the wrong mathematical symbol such $ when referring to output shows incorrect understanding and cannot
be credited.

« ltis good practice to include any relevant symbols or units in answers, as often these may be required to indicate
the candidate fully understands the concept.

« A common mistake was to forget that a break-even chart assumes all goods are sold. Therefore, answers about
falling sales were not awarded.

« Some candidates discussed the effect on costs which did not answer the question.
+ Some candidates used the same references from the scenario as their application to support both points made.
« Using data from the break-even chart is a good way to access application.

+ Many candidates made incorrect assumptions about full-time employees. For example, they are more skilled or
motivated which is not necessarily true as this depends on the person or job.

« This question was about employees, so mentioning the business had five employees is an easy way to access
application.

* Analysis does not need to be complex — it simply needs to make sense and follow on from the knowledge point
being made.

(e)

« Advantages of one method can be presented as disadvantages of another method, but the same point will only be
awarded once. For example, credit can be given for recognising economies of scale can be achieved using batch
production, but the same answer will not be awarded knowledge for stating there are no economies of scale using
job production as this would be repetition.

« Some candidates ignored the fact the question was about a small business so discussed methods which were not
appropriate, such as flow production. Candidates must read the question carefully.

« Most candidates struggled to develop points. Instead of analysis, many simply identify new points of knowledge.

« Some candidates tried to link points to the scenario, but this is a general question so there are no marks for
application.

« Some responses offered no decision, and where attempted, candidates tended to repeat earlier statements in the
evaluation.

Example Candidate Responses — Paper 1

Question 2

Example Candidate Response — high Examiner comments

2

Gloria is a sole trader. Her business provides house-cleaning services. Gloria uses telephone calls
to communicate with her 4 employees. She wants to expand the business by offering a repair
service. Gloria plans to carry out some market research. She has been told producing a business
plan can help to reduce risk. Gloria would also like to reduce her workioad and is considering taking
on a business partner.

(a) Identify two ways a business plan can help a business to reduce risk.
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{b) Identify two possible reasons why a business might want to expand.
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0 This response identifies one
way.

e Examples of decisions are

not relevant. If this is all they had
written, this would have gained

no credit. Fortunately, the point is
clearly linked to obtaining finance,
so the comment is not classed as a
different answer.

e Understanding the bank might
want to see it, to ‘rent the loan’ is
just enough to gain the second
mark.

Mark for (a) = 2 out of 2

° One mark for identifying a
possible reason.

e The rest of the answer can be
omitted as the question only asks
for knowledge.

Second reason identified. Both
marks awarded at this point.

o The candidate identifies a third
reason. This was unnecessary as
only the first two answers will be
marked.

Mark for (b) = 2 out of 2




Example Candidate Response — high, continued Examiner comments

(¢) Outline one advantage and one disadvantage to Gloria of using telephone calls as a method
of communication with her employees.
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Recognising that Gloria
has four employees could be
application. However, without
knowledge being awarded, this
contextual reference cannot be
credited.

o This point gains no credit
because ‘checking whether...
received’ is vague and the comment
about no mistakes is incorrect.

@ The candidate clearly outlines a
disadvantage, recognising it may be
harder to call all the employees at
the same time.

m One application mark is
awarded for a relevant reference

to this business. There are two
possible examples here — either can
be accepted.

Mark for (c) = 2 out of 4

Example Candidate Responses — Paper 1

Example Candidate Response — high, continued Examiner comments

(d) Explain two factors Gloria should consider when deciding whether to take on a business
partner.

Factor 1: '\‘7‘(5\:"'-" @
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@ The word profit on its own is
vague.

@ Understanding that she would
have to share her profits gains one
knowledge mark.

m Mentioning it is a house-
cleaning business clearly links the
answer to the context.

@ There is no awardable analysis.
The comment about ‘worse her
financial situation’ is based on an
unsupported assumption about the
level of profit.

@ This is an example of where
the analysis is written before the
knowledge. ‘Disagreements’ is
analysis only because the candidate
needs to explain the potential cause
of the disagreement or conflict.

m The reference to house-
cleaning is repetition as this has
already been credited in factor
one. They could have added that it
was her brother who had offered to
become her business partner.

@ Knowledge is seen in the
explanation section so the earlier
analysis can be credited.

@ This scenario is about a service
business so any reference to
production is incorrect.

Mark for (d) = 4 out of 6
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Example Candidate Response — high, continued

(e) Explain two methods of primary market research a business could use fo find out the demand
for a new product or service. Which would be the best method to use" Justlfy your answer.
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Examiner comments

@ The candidate correctly
identifies two methods of primary
market research.

@ Definitions or descriptions of
the methods are not necessary. For
analysis, the examiner is expecting
the candidate to explain advantages
or disadvantages of the methods
identified.

@ Analysis is awarded for the idea
that interviews can gather more in-
depth (deep) information. Points do
not have to match the mark scheme
word for word to be credited as long
as the answer is clear.

A decision is made. However,
it is not until the last line that
evaluation is awarded for a
supported reason. Here, the
candidate builds on the point that
questionnaires allow many people
to be asked, which is in direct
contrast to interviews. Hence, if they
used interviews they would miss
out on the views of ‘the majority
of potential customers’. Had they
connected the judgment to a new
product, this answer might have
gained the second evaluation mark.

@ Explaining that a questionnaire
allows a large amount of people to
be asked gains the second analysis
mark.

@ This is another example of
analysis, but all marks have already
been awarded so this explanation
receives no further credit.

Mark for (e) = 5 out of 6

Total mark awarded =
15 out of 20
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How the candidate could improve their answer

¢ (a) Two valid ways were identified. The second way could have been written more succinctly. For example, it could
help secure finance. Listing examples of decisions was not relevant and on their own could not be awarded marks.

* (b) Two reasons were identified. However, a shorter answer (stopping after ‘wider customer base’) would still have
earned the mark for reason one. The second part included two reasons, which was unnecessary. Examiners will
not mark the third reason so including it only wastes the time that could be used to answer other questions.

* (c) The candidate correctly identified a disadvantage of using telephone calls as a method of communication.
Mentioning the number of employees was a good way to access application — as this clearly linked the point to this
business. However, the advantage was vague. Precision in answers is important.

¢ (d) The candidate demonstrated good knowledge of factors. Mentioning house-cleaning was a good application.
However, there were no marks awarded for the attempted development of the first factor because it was based on
an unknown assumption about the level of profit. The second factor was developed, but the application could not
be credited as it is repetition of the one used in factor one.

* (e) Knowledge was quickly gained in the first sentence for identifying methods. Both analysis marks were awarded
for explaining an advantage of each method. There were other examples of analysis, but to gain more than four
marks, the candidate must show evaluation. Here, a clear decision was made (questionnaire) which was then
supported in the final line. For the second evaluation mark, the answer needed to be linked to new products or
services, to fully answer the question set.
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Example Candidate Response — middle Examiner comments

2 Gloria is a sole trader. Her business provides house-cleaning services. Gloria uses telephone calls
to communicate with her 4 employees. She wants to expand the business by offering a repair
service. Gloria plans to carry out some market research. She has been told producing a business
plan can help to reduce risk. Gloria would.also like to reduce her workload and is considering taking
on a business partner.

(a) Identify two ways a business plaﬁ ¢an help a business to reduce risk.
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{b) Identify two possible reasons why a busmess might want to expand.
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0 One reason is identified.

e The candidate identifies an
example of an objective which does
not answer the question.

Mark for (a) = 1 out of 2

e The candidate may be
attempting to identify market share,
but the answer is not specific
enough to gain any marks.

o One reason is identified.

e ‘Well known’ is a relevant
reason, however as this is the third
answer, it cannot be awarded.
Mark for (b) = 1 out of 2

e This answer has the wrong
focus as ‘easy to delegate and
understand’ are reasons why
communication is important, which
is a different question.

o The reference to ‘faster’ does
not make sense here.

e The first mark is gained for
identifying a disadvantage, namely
increased costs.

e Application is awarded for an
appropriate reference to sole trader.
Other relevant examples are shown,
but only one is needed for each
point.

Mark for (c) = 2 out of 4
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Example Candidate Response — middle, continued

(d) Explain-two factors Gloria should consider when deciding whether to take on a business
partner.
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(e) Explain two methods of Erl ary market research a busmess could use to find out the demand
for a new product or service. Which woUld be the best method to use? Justify your answer.
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Examiner comments

@ This is a relevant factor to
consider when deciding whether to
take on a business partner.

0 Application is awarded for
mentioning house cleaning service.

Explaining how knowledge can
help with new ideas on decisions to
increase sales is good analysis.

@ The comments about ‘what

the partner earns’ and ‘money’ are
vague. While money could be a
factor, either the finance they can
contribute or having to share profit,
this answer does not clearly identify
either of these points.

Mark for (d) = 3 out of 6

@ The first method is identified.

@ This line can be omitted as the
question does not ask for reasons.

@ A second method is identified.
All knowledge marks have been
awarded.

0 A relevant disadvantage of
interviews gains the first analysis
mark.

@ Recognising surveys could
allow for a wide range of population
is also analysis.

A decision is made (I think the
best method is...), but the comment
about accuracy is not sufficient to
support the point. They needed to
develop this to show why having the
opportunity to ask more people in
a survey would be more important
than using interviews.

Mark for (e) = 4 out of 6

Total mark awarded =
11 out of 20
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How the candidate could improve their answer

(a) One way was identified but the second response did not answer the question set. It is important to read the
question carefully.

(b) The candidate was awarded 1 mark for a relevant reason. Use of the words ‘size of business’ was vague, and
the examiner did not know whether the answer referred to growth or market share. Points need to be clear to gain
credit.

(c) The candidate was awarded 2 marks for outlining a disadvantage of using telephone calls as a method of
communication. The advantage was incorrect and therefore gained no additional marks. Had the candidate
outlined how telephone calls could help the communication process, such as allowing for faster feedback, then this
would have been awarded knowledge mark. The reference to four employees could then have gained a second
mark for application.

(d) The candidate was awarded 3 marks for explaining one factor in context. The comment ‘earn more money’
needed to be clearer. Candidates should always try to refer to the scenario in part (d) questions to allow the
opportunity for application to accompany any knowledge mark gained.

(e) Good knowledge was evident in this answer, and both points were developed. However, there was no
evaluation. The candidate could have used the discussion of the advantages and disadvantages of each method
as the basis for a balanced decision.

25

Example Candidate Responses — Paper 1

Example Candidate Response — low

Gloria is a sole trader. Her business provides house-cleaning services. Gloria uses telephone calls
to communicate with her 4 employees. She wants to expand the business by offering a repair
service. Gloria plans to carry out some market research. She has been told producing a business
plan can help to reduce risk. Gloria would also like to reduce her workload and is considering taking
on a business partner.

{(a) Identify two ways a business plan can help a business to reduce risk.
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(b)

Identify two possible reasons why a business might want to expand.
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(c) Outline one advantage and one disadvantage to Gloria of using telephone calls as a method
of communication with her employees.
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Examiner comments

0 One mark is awarded for the
idea that a business plan can help
identify demand.

e This answer is too vague to
be credited. Had the candidate
mentioned that identifying costs
could help with budgeting or
knowing when extra finance is
needed, it could have gained the
second mark.

Mark for (a) = 1 out of 2

e One reason is identified.

0 The candidate tries to identify
return to shareholders, but this is
unclear.

Mark for (b) = 1 out of 2

There is no attempt to link the
point to the scenario.

e Understanding a telephone call
allows communication to take place
anywhere is relevant knowledge.

0 The candidate needs to focus
on specific features of using
telephone calls such as poor
connection which might explain why
employees did not understand.
Mark for (c) = 1 out of 4

26




Example Candidate Response — low, continued

(d) Explain two factors Gloria should consider when deciding whether to take on a business
partner.
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Examiner comments

e The statement about ‘listening
to opinions’ is vague because it

is does not indicate why is this a
factor.

e ‘Cannot make decisions alone’
is relevant knowledge. However,
there is no use of the information
from the stem to link this answer to
Gloria’s business so no application.
The candidate could have
mentioned who the potential partner
was, namely her brother.

@ A second factor is identified.

m Instead of analysis, the
candidate identifies another factor.
This is a common mistake. For
analysis, they need to show why
sharing profit might be an issue,
such as it may lead to disputes
about how any profit is shared or
what it is used for. Again, there is no
attempt at application.

Mark for (d) = 2 out of 6
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Example Candidate Response — low, continued

(e) Explain two methods of primary market research a business could use to find out the demand
for a new product or service. Which would be the best method to use? Justify your answer.
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Examiner comments

@ One method is identified.
Candidates are not penalised for
the spelling if the meaning is clear,
which it is here.

@ Simple analysis gains a second
mark. It is possible for one method
to gain both analysis marks. For
example, they could have discussed
another advantage or disadvantage
of surveys.

@ Looking at similar products

or businesses does not identify a
method which the question requires
to access knowledge marks. The
candidate also seems to have
forgotten that the question is about
new products, so it is unlikely for a
business to find out this information
anyway.

@ The candidate offers no
decision. It is good practice

to include one on all part (e)
questions, as without one, it is
not possible for evaluation to be
considered.

Mark for (e) = 2 out of 6

Total mark awarded =
7 out of 20

28




Example Candidate Responses — Paper 1

How the candidate could improve their answer

¢ (a) The candidate showed understanding of one way. The answer given for way two lacked clarity. They needed to
show how identifying cost data would help reduce risk.

¢ (b) One reason is identified, however, the second reason is vague. The candidate needed to show greater
precision when identifying points.

* (c) An advantage is outlined. However, there is no use of material from the case study, such as mentioning four
employees or house cleaning, which is necessary to access application. Candidates should be encouraged to
focus on specific features of named methods.

¢ (d) The candidate identified two issues, but there was no attempt at analysis or application, which limited this
answer to 1 mark. Application could be as simple as mentioning not having to take all the decisions could reduce
her workload or that the profits would be shared with her brother.

* (e) Only one method was explained. The candidate did not identify a second method which was necessary to
access the second knowledge mark. The rest of the answer was vague and did not answer the question. It is good
practice to include a decision in all part (e) questions.

Common mistakes and guidance
(a)

« Vague statements about help, decision-making, avoiding problems or being more organised.
< Itis important to read the question carefully to ensure answers have the correct focus.

(b)

« Some candidates were not precise enough when identifying points, or they identified two similar points. Candidates
should always attempt to select points which are clearly different.

« Only include two points, as additional answers will not be credited even if correct.

« There is no need to explain points — the question only requires candidates to identify reasons.

« Vague references to phones being ‘easy’ or ‘clear’ without indicating why this might be the case.

« Lack of application which meant candidates missed out on two potential marks. Candidates should use information
from the stem to help link points to the scenario.

» Repeating the same application which can only be credited once within the same question.

« Having the wrong focus, so discussing who should be the partner not whether to have one.

* Some candidates missed out on application marks as they did not link points to the scenario or offer relevant
development.

« Analysis should not repeat the knowledge already credited or identify new knowledge.

+ Some candidates did not identify two methods of primary market research.
« Some identified methods of secondary market research and others confused test marketing with sampling.
« A common mistake was to forget to include a decision, or to just repeat the earlier points from their answer.

» ltis good practice to include a decision on all part (e) questions, as without one, it is not possible for evaluation to
be considered.
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Question 3

Example Candidate Response — high Examiner comments

3 VVAis abusiness based in country X. It manufactures schoo! backpacks (bags). VVA uses retailers
as its channel of distribution. The Managing Director knows there are many factors that can affect
demand including the stage of the business cycle and how competitive the market is. VVA imports
45% of its raw materials. The Managing Director is worried that the introduction of import tariffs
and import quotas, as wel! as an appreciation in country X's exchange rate, will affect VVA.

(a) Define ‘import tariff’.
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(c) State the four stages of the bus'ihess cycle.
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0 Understanding that a tariff is a
type of tax gains 1 mark.

e The second mark is achieved
for recognising imports are brought
‘to a country from another country.’
Mark for (a) = 2 out of 2

o Having more start-up
businesses is a relevant point.

0 This answer gains no credit
because the candidate has
identified a reason why demand
changes, which is a different
question.

Mark for (b) = 1 out of 2

e Four correct single word
answers are all that is needed for
this question. The first three words
gain 3 marks.

e ‘Fail’ is incorrect as it is not a
stage in the business cycle.
Mark for (c) = 3 out of 4
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Example Candidate Response — high, continued Examiner comments

(d)

(e)

o
®

Explain one possible effect of the following changes on VVA when importing raw materials:
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Do you think retailers are the best channel of distribution for a manufacturing business to use?
Justify your answer.
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Example Candidate Responses — Paper 1

o One effect is identified.

e Recognising the business
imports 45% of its materials is an
appropriate contextual reference.

0 Relevant explanation showing
the effect of the quota on the
business, so the candidate gains all
3 marks for this part of the answer.

@ The candidate confuses
importing with exporting as shown
by the references to sell and
‘expensive for other country to
buy’. Without relevant knowledge,
analysis cannot be considered.
Mark for (d) = 3 out of 6

0 The first mark is awarded for
identifying that retailers may buy in
large quantities.

@ Explaining that this can lead
to increased revenue is simple
analysis.

@ Second knowledge mark is
awarded for identifying another
channel of distribution.

@ The comment about increased
customer loyalty is too vague
because this is not a direct
consequence of the channel
identified. Had they explained

that direct selling allows for more
customer feedback, then this along
with the comment about loyalty
could have been credited.

@ A decision is made but this is
not supported.

@ The rest of the answer drifts
away from the question and
contains no awardable points. It
is important to keep the question
in mind throughout an answer to
ensure points made are relevant.
Mark for (e) = 3 out of 6

Total mark awarded =
12 out of 20
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How the candidate could improve their answer

* (a) The candidate gave a full definition which was awarded full marks. The same mark could be achieved in slightly
fewer words, but the extra words used did not detract from this answer.

« (b) The second response was wrong. Candidates should be encouraged to identify key words in the question to
ensure responses answer the question correctly.

¢ (c) Single word answers are all that is required to gain full marks on this question. 3 marks were awarded for
identifying three stages. While the final answer was wrong, this remained a good response overall.

e (d) The candidate demonstrated good contextual understanding of the effect of a quota which gained 3 marks.
However, the answer about exchange rate appreciation was incorrect because it considered the effect on exports
and not imports.

* (e) One advantage of using retailers was explained. The second knowledge mark was awarded for identifying
an alternative channel of distribution, but this point was not developed. Identifying alternative methods is a good
approach because comparing two methods can provide a good basis for any evaluation. The candidate made a
judgement, but it was not clear why selling direct would be a better channel of distribution than using retailers.
The final few sentences were not relevant to the question and could have been omitted without affecting the mark
gained.
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Example Candidate Response — middle Examiner comments

3 VVAisabusiness based in country X. It manufactures school backpacks (bags). VVA uses retailers
as its channel of distribution. The Managing Director knows there are many factors that can affect
demand including the stage of the business cycle and how competitive the market is. VVA imports
45% of its raw materials. The Managing Director is worried that the introduction of import tariffs
and import quotas, as well as an appreciation in country X’s exchange rate, will affect VVA.

{a) Define ‘import tariff’. ) )
[moors  Aanflh s He day on  an  mprred  Joods impusedd
by e ‘govemment .

{b) lIdentify two reasons why some markets can become more competitive.
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(c) State the four stages of the business cycle.
o Ihecupvn

Example Candidate Responses — Paper 1

o One mark is awarded for
understanding that a tariff is a type
of tax.

e Using the word ‘import’ is
repetition of the question and shows
no further understanding. This is a
common mistake.

Mark for (a) = 1 out of 2

0 ‘More competitors in the

market identifies one reason. The
rest of the answer can be omitted
as it adds no rewardable content.

e This answer is incorrect
because it identifies a factor
affecting demand which is a
different question.

e Another incorrect answer,
which even if correct, would not
gain credit as it is the third answer.
Mark for (b) = 1 out of 2

e The candidate confuses the
business cycle with the product
life cycle. However, under positive
marking, the candidate can gain

1 mark for mentioning growth, as
this is also a stage in the business
cycle.

Mark for (c) = 1 out of 4

Example Candidate Responses — Paper 1

Example Candidate Response — middle, continued Examiner comments

(d) Explain one possible effect of the following-changes on VWA when importing raw materials:

Introcuction. of import quotas in country X: Nuwpaber G'F Yol Mo‘j’e"“’k
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o Recognising that the number of
imports will decrease gains 1 mark.

0 This sentence repeats the
knowledge mark so can be omitted.

o Clear explanation of the effect of
being able to import fewer materials
on production. However, there is no
use of material from the stem, such
as mentioning they import 45% of

its materials, which is necessary to
access application.

@ This answer is incorrect as the
candidate has confused appreciation
with exchange rate depreciation.

0 Mentioning backpacks does link
the answer to the scenario, however
as there is no relevant knowledge,
the application cannot be awarded.
Mark for (d) = 2 out of 6
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Example Candidate Response — middle, continued Examiner comments

(e) Do you think retailers are the best channet of distribution for a manufacturing business to use?
Justify your answer.
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Example Candidate Responses — Paper 1

@ Knowledge is awarded for the
idea of wide distribution.

@ The comment about ‘easier’ to
sell is vague, the candidate needed
to explain why or how this might be
the case.

m The statement about no
investment on promotion or market
research was too vague to be
credited. Had they added that the
retailers will carry out or pay for
promotion, the second knowledge
mark could have been awarded.

@ Understanding that more
retailers could increase sales shows
simple analysis. Note, the analysis
can appear before the knowledge
where the points are clearly
connected.

@ The statement about no
investment on promotion or market
research was too vague to be
credited. Had they added that the
retailers will carry out or pay for
promotion, the second knowledge
mark could have been awarded.

Q The candidate recognises there
are other channels of distribution
but does not identify any. Had they
done so, this could have gained a
knowledge mark.

@ Comments about brand image
can only be analysis because on
its own, it does not answer the
question. As there is no relevant
knowledge, this point cannot be
credited.

Mark for (e) = 2 out of 6

Total mark awarded =
7 out of 20
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How the candidate could improve their answer

¢ (a) One mark was awarded for a partial definition. However, the answer lacked the necessary precision to gain the
second mark. The candidate simply reused words from the question which did not define the term.

¢ (b) One mark was awarded for the first reason, although the answer could have stopped after ‘competitors’.
The question only required candidates to identify points, and answers did not need to be written as part of a full
sentence.

* (c) This candidate confused the product life cycle and the business cycle. This is a common mistake. However, the
reference to growth could be awarded as this is a stage of the business cycle.

¢ (d) The candidate was awarded 2 marks for explaining that the number of imports may decrease which could lead
to ‘lower output’ being produced. However, the answer was generic which means it could apply to any business.
Had they mentioned what was being produced, namely school backpacks, this would have clearly linked the point
to the scenario and gained application marks. The statement about ‘cost higher’ was wrong as this did not identify
any effect of exchange rate appreciation on imports.

¢ (e) The candidate hinted at three different points but only one was identified and explained. Comments such as
‘easier’ need further clarification to be credited to show how or why this may be the case.
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Example Candidate Response — low

3

It

VVAis abusiness based in country X. It mar school (bags). VVA uses retailers
as its channel of distribution. The Managing Director knows there are many factors that can affect
demand including the stage of the business cycle and how competitive the market is. VVA imports
45% of its raw materials. The Managing Director is worried that the introduction of import tariffs
and import quotas, as well as an appreciation in country X's exchange rate, will affect VVA.

(a) Define ‘import tariff'. 0
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(b) Identify two reasons why some markets can become more competitive.
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{c) State the four stages of the business cycle.
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Explain one possible effect of the following changes on VVA when importing raw materials:

Introduction of import quotas in country X: \/\/APYOd\MI\\OY\W‘//L@daU?/
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Example Candidate Responses — Paper 1

Examiner comments

0 This answer shows no
understanding of a tariff. The use
of the word ‘limitation’ confuses the
term with a quota.

Mark for (a) = 0 out of 2

e One mark is awarded for a
relevant reason.

0 This answer shows no
understanding as demand is not a
reason why some markets become
more competitive.

0 This word is vague. Candidates
should always include reference

to why or how it is different, and

not simply state that something is
different.

Mark for (b) = 1 out of 2

e No awardable content. The
candidate identifies economic
sectors instead of stages of the
business cycle.

Mark for (c) = 0 out of 4

G One relevant effect is identified.

o There is no attempt to link

this point to the context. Had the
candidate mentioned what was
being produced, namely backpacks,
it could have gained 1 mark for
application.

e This part of the answer is
confused. The question is about
quotas, so candidates should avoid
any reference to tariff, as this is a
different type of trade barrier.

e This statement is incorrect as
the question is about importing
materials and not selling.

Mark for (d) = 1 out of 6

Example Candidate Responses — Paper 1

Example Candidate Response — low, continued

(e} Do you think retailers are the best channel of distribution for-a manufacturing business to use?

Justify your answer.
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Examiner comments

@ The answer starts with a
decision but at this stage there is no
knowledge or analysis to support it.

0 Knowledge mark is awarded for
identifying retailers will buy in higher
amounts.

@ Instead of analysis, the
candidate repeats the knowledge
point.

@ The comment about ‘well-
known’ is too vague to credit. This
question is about the advantages
or disadvantages to manufacturers.
Even if the candidate was
attempting to explain that the
retailer is well-known, it could not
gain credit until they showed how
would this help the manufacturer.

m This statement adds nothing

to the answer because it is unclear
what the candidate means by ‘make
prices cheaper than usual’.

Mark for (e) = 1 out of 6

Total mark awarded =
3 out of 20
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Example Candidate Responses — Paper 1

How the candidate could improve their answer

(a) The candidate showed no understanding of a tariff. It is important to learn key terms and definitions.

(b) The candidate identified one relevant reason. The second answer lacked clarity. The reference to demand
showed no understanding of the topic being assessed in the question. Care is also needed when using words such
as ‘different’ — on its own, it is vague. Candidates should include the reason why or how something is different.

(c) This answer demonstrated no understanding of the business cycle.

(d) The candidate correctly explained one effect of quotas being introduced — namely lower production. The
answer could be improved if application was included as part of the answer, e.g. fewer backpacks being produced.
The reference to tariffs was misleading as the understanding referred to quotas. It might be that the candidate
mentioned tariffs to access application, but this was not clear. It is safer to avoid using these two concepts in the
same answer unless the question specifically asks to do so. The second part of the answer was incorrect as it
discussed the effect of selling products, but the focus of the question was on importing raw materials. It is important
to answer the question set.

(e) The candidate started their answer with a decision. However, because they had not offered any justification for
this decision, it cannot be awarded any marks. The candidate was awarded 1 mark for identifying an advantage of
using retailers as a channel of distribution. However, the development was not awarded because it simply repeated
the knowledge. Candidates should be encouraged to clarify points to ensure the meaning is clear.

Common mistakes and guidance

(C)

(c)

(d)

A common mistake was to confuse the term with a quota.
Some identified reasons why tariffs are introduced, which is a different question.

Some responses lacked precision referring to costs or prices instead of tax. Using the appropriate technical terms
should be encouraged.

Many identified factors affecting demand instead of reasons why some markets are more competitive.
Some repeated similar points for both reasons which will only be awarded once.

Candidates should be encouraged to identify key words in the question to ensure responses answer the correct
question.

A common mistake was to confuse the business cycle with the product life cycle.

Some candidates described each stage, which was unnecessary. A single word answer is all that is needed for
each response to access the mark.

Many candidates confused the effects of appreciation with depreciation in the exchange rate.

Some candidates did not link their answers to the context, so could not access the application marks. Simple ways
to do this include appropriate references to the product being made or using relevant numbers to support points.

Some candidates did not develop the points they made to show how this might affect the business.

Instead of development, some candidates identified new points, or repeated the original knowledge already
credited.

Some identified advantages or disadvantages to retailers, wholesalers or customers instead of manufacturers. It is
important to read the question carefully to ensure the answer has the correct focus.

Some made vague statements about speed, cost and prices which needed further clarification to award.
Part (e) questions are general questions, so linking points to the context is unnecessary.

Most candidates struggled to develop points. Candidates should be encouraged to use connectives such as ‘this
means’ or ‘therefore’ to help encourage analysis.

Many candidates did not offer a decision. Without a decision, the candidate cannot access the evaluation marks.
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Question 4

Example Candidate Response — high Examiner comments

4 CPF is a clothing retailer. It is a private limited company. It has 4 shops and 30 employees. The
Finance Director is concerned about the amount of current assets because working capital is
important. The amount of retained profit is also low. CPF's directors are planning to expand the
business by opening a new shop. A suitable source of long-term finance will need to be identified.
The plan to expand will affect many of CPF’s stakeholder groups.

{a) Define ‘retained profit’.

of  prefit
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[2]
{b) Define ‘current assets’.
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{c) Outline two possible reasons why working capital is important for CPF.
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0 Recognising that retained profit
is what is left after shareholders
take their dividend shows some
understanding. Had the candidate
added that this profit would then be
reinvested back into the business it
would have gained full marks.

Mark for (a) = 1 out of 2

e One mark is awarded for
understanding an asset is owned by
the business.

o Mentioning the correct time
element gains the second mark.
Mark for (b) = 2 out of 2

° The candidate identifies a
relevant reason.

e Understanding that this
business is selling clothing is
sufficient to gain application mark.

e A second reason is identified.

0 Recognising the business has
four shops clearly links this point to
the context.

e These extra words can be
omitted as they add nothing to the
answer.

Mark for (c) = 4 out of 4
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Example Candidate Response — high, continued Examiner comments

(d): Explain oné way each of the following stakeholder groups might be affected.by CPF’s plans
to-expand its business.

Employees: PY’OMOTTO“VDSQQJ]Y@Q
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Example Candidate Responses — Paper 1

e One effect on employees is
identified.

@ The reference to 30 is good
application. For questions about
employees, using numbers is a

good way to link answers to the
context.

0 The comment about new
managers is unnecessary as the
question does not ask candidates to
explain why promotions arise.

@ Explaining a promotion could
result in an increase in income for
employees is good analysis.

@ The candidate shows
knowledge of an effect on suppliers.

@ Linking the point to what is
being sold is relevant application.

@ This sentence repeats the
knowledge point but from the
viewpoint of the retailer, which is
unnecessary.

@ There is an attempt at analysis,
but this is not awarded. The
comment is vague as higher sales
do not necessarily result in higher
profit because this is dependent

on what happens to the associated
costs.

Mark for (d) = 5 out of 6

41

Example Candidate Responses — Paper 1

Example Candidate Response — high, continued Examiner comments

(e) Do you thinkitis better for a private limited-company to use debt (e.g. aloan) or equity (issuing
more shares) as a source of long-term finance? Justify your answer.

Loans
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0 Understanding debt can be
obtained quickly gains 1 mark.

@ It is unclear what the candidate
means by this statement. They
needed to explain what or how
being able to use funds quicker
would help the business. For
example, having access to funds
more quickly could allow them to
expand more quickly.

@ A disadvantage of debt is
identified. Both knowledge marks
have been awarded at this point.

@ Analysis mark is awarded for
the idea that interest could lead
to higher costs. It is important
that candidates are clear in their
explanations.

@ Stating shares as a permanent
source of finance is knowledge but
will gain no credit as two knowledge
marks have already been awarded.
However, any relevant development
can be credited. In this instance, the
comment ‘faster’ does not follow on
from the point made so it cannot be
awarded analysis.

@ A disadvantage of equity is
explained so the second analysis
mark is awarded.

@ The candidate makes an
unsupported decision, as the
reason given does not explain
why equity is better than debt.

For evaluation, they needed to
compare the relative merits of debt
and equity as the basis for their
decision.

@ The reference to shareholders
is misleading, because one
disadvantage of a private limited
company is limited shareholders,
which could potentially restrict the
amount of finance that could be
raised.

Mark for (e) = 4 out of 6

Total mark awarded =
16 out of 20
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Example Candidate Response — middle Examiner comments

4  CPF is a clothing retailer. It is avaaj&_limjigd_mn_l@rm It has 4 shops and 30 employees. The
Finance Director is concerned about the amount of cllirent assefs hecause working Capital is

How the candidate could improve their answer

¢ (a) The candidate could have improved their answer by adding that the profit is reinvested back into the business.

¢ (c) This answer showed that two well-written sentences are sufficient to access all 4 marks. The candidate did not

need to add the extra words about keeping the business running. 0 This comment is too vague and

(d) The candidate clearly understood how each of the named stakeholders might be affected by the planned
expansion and made effective use of the source material to show good application. The comment about why
managers are needed was unnecessary and gained the candidate no additional marks. The candidate was
not able to explain the effect on suppliers of receiving more sales. To improve, they needed to explain the

consequence of this for the business, for example, more revenue.

(e) The candidate effectively explained two points. They then decided equity was better than debt but there was
no supporting reason to back up this statement. Any evaluation must follow on logically from the points discussed,
and not hint at new points of knowledge. For example, they could have explained that the likely disadvantage of
having to pay interest is greater than the risk of less retained profit from paying dividends, as debts must be repaid

whereas dividends are optional.
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important. The amount of retained-prefit.is.also_low. CPF’s directors are planning o expand the
business by opening a new shop. A suitable source of long-term finance will need to be identified.

The plan to expand will affect many of CPF’s older groups.

@) Deﬁné ‘retained profit’.
a Diofit. leftover. by, fhe. business: after. taxes. and. dividends have..
~..bfkan...poidue

[2]

{b) Define cu;rent\assets’. e
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{c) Outline two possible reasons why working capital is important for CPF.
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does not identify what this left over
profit represents or what happens
to it.

e The candidate gains 1 mark for
understanding it is profit left over
after dividends have been paid. For
the second mark, they needed to
provide a precise definition of the
term.

Mark for (a) = 1 out of 2

0 The candidate provides a
partial definition and is awarded
1 mark for understanding that

a current asset is owned by the
business.

0 The reference to short term is
not specific enough as it does not
indicate the timespan. They needed
to add that short term was less than
one year.

Mark for (b) = 1 out of 2

e One reason is identified.

© Linking the knowledge to the
business having four shops is
relevant application.

0 The rest of this answer can be
omitted as the question does not
require detailed explanations.

e This answer is incorrect and
shows no understanding of working
capital. While working capital

could be used to pay wages, it
does not directly influence whether
employees receive higher wages.
Mark for (c) = 2 out of 4
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Example Candidate Response — middle, continued Examiner comments

(d) Explain 6né way each of the fullowmg §1_lﬁh9.ld.er_gmups might be affected by CPF’s plans
to_expand-its-business -
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Example Candidate Responses — Paper 1

e This statement is confused.
Does the candidate mean more
jobs are available or it would create
opportunities for employees to be
promoted? The first interpretation
does not answer the question, and
while the second part would be
correct, the examiner should not
be expected to guess the intended
meaning.

@ Mentioning that CPF plans to
expand is true, but this cannot be
awarded application mark, as the
candidate simply repeats words
from the question. To access the
mark, the candidate needs to use
a different reference to link the
point to the scenario. For example,
mention the number of employees,
namely 30.

0 Understanding that some
employees might have to relocate
gains one knowledge mark.

@ The candidate returns to the
idea of more jobs and attempts to
develop this to show the impact

on the local economy and not

the employees. So even if the
knowledge had been credited, this
explanation would not gain analysis.

@ A relevant effect on suppliers is
identified.

@ Recognising the business
would be supplying four shops is
relevant application.

@ Instead of analysis, the
candidate repeats the knowledge
point using different words. They
need to explain a benefit to the
business of having more sales,
such as increased market share or
higher revenue.

Mark for (d) = 3 out of 6

Example Candidate Responses — Paper 1

Example Candidate Response — middle, continued Examiner comments

(e) Dd youthinkitis better for a private limited company to use debt (e.g. a loan) or equity (issuing
more shares) as a source of long-term finance? Justify your answer.
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@ The comment about the
amount of money is vague as it is
not possible to know which source
would raise the larger amount.

0 Understanding debt requires
repayment and involves interest
gains the candidate both knowledge
marks in the same sentence.

@ The next few lines include
further examples of knowledge

but, as both marks have already
been gained, these statements
about security and small number
of shareholders will gain no further
credit. To access additional marks,
the candidate must develop one or
two points identified in their answer.

@ Candidates cannot gain two
knowledge marks for stating an
advantage of equity is no need to
repay, and then a disadvantage of
debt is it must be repaid as this is
repetition. Candidates must identify
two distinct points to access the
marks.

@ A decision is made but this
cannot be credited unless the
answer is supported with relevant
knowledge and analysis. While
this answer includes plenty of
knowledge, none of it has been
developed so there is nothing to
support the statement made.

@ This is repetition of an earlier
point.
Mark for (e) = 2 out of 6

Total mark awarded =
9 out of 20
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Example Candidate Responses — Paper 1

How the candidate could improve their answer

(a) The candidate provided a partial definition. They could have developed this by stating that the leftover profit
would be reinvested back into the business.

(b) This answer showed some understanding of the term ‘current assets’. The candidate could have improved their
answer by adding that the items are held for less than 12 months.

(c) The command word only asks candidates to outline points, so they do not need to include detailed
explanations. The second answer did not outline why working capital is important. While it can be used to pay
wages, this would be an example of reason one, so would be classed as repetition. To access the second mark,
the candidate needed to outline one of the other reasons listed in the mark scheme.

(d) The candidate correctly identified two effects, but only one was in context. Neither point was successfully
developed. To improve their answer, the candidate needed to explain the effect on employees and suppliers of
relocation and high demand respectively. For example, relocation could demotivate employees as they must spend
more time travelling to the new location. Had they also included the number of employees, then the answer could
have gained all 3 marks for the first part of the question.

(e) The candidate provided two relevant disadvantages of using debt in the first sentence. However, neither point
was developed to explain the possible consequence of the need to repay or interest for a business. For example,
paying interest would increase cash outflows. The candidate stated their decision, but there was no analysis or
justification offered to support their point of view.
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Example Candidate Response —

low

4 CPF is a clothing retailer. It is a private limited company. It has 4 shops and 30 employees. The

(c

Finance Director is concerned about the amount of current assets because working capital is
important. The amount of retained profit is also low. CPF’s directors are planning to expand the
business by opening a new shop. A suitable source of long-term finance will need to be identified.
The plan to expand will affect many of CPF’s stakeholder groups.

(a) Dsfine ‘retained profit’.
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(b) Define ‘current assets’,
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Examiner comments

0 The candidate tries to define
profit, not retained profit.
Mark for (a) = 0 out of 2

e This answer shows no
understanding of current assets.

o Mentioning property is
inaccurate as this is a non-current
asset.

Mark for (b) = 0 out of 2

° The first reason is outlined

but there is no application. Had

the candidate then mentioned the
expenses might involve paying rent
for the four shops or paying the 30
employees, this could have gained
an additional mark.

6 The second reason is incorrect
as working capital is necessary for
short-term purposes and not to fund
expansion.

Mark for (c) = 1 out of 4
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Example Candidate Response — low, continued

(d) Explaigro_&e’wgyjach of the following stakgholder groups might be affected by CPF’s plans

to expdnd its business.
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(e) Do you think it is better for a private limited company to use debt (e.g. a loan) or equity (issuing
more shares) as a source of long-term finance? Justify your answer.
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Example Candidate Responses — Paper 1

Examiner comments

e One effect is identified.

0 The reference to the expansion is
not application because this is simply
repeating content from the question.

0 Had the candidate mentioned
the number of existing employees,
this could have counted as relevant
application.

e Instead of analysis, the candidate
repeats the knowledge point. To gain
analysis, the candidate needs to
explain how its existing employees
might benefit from the promotion.

@ Although the comment ‘increases
the quantity being supplied’ could
have gained some credit, the
reference to raw materials means this
answer is incorrect. This is because
the candidate assumes CPF is a
manufacturer instead of a retailer.
Mark for (d) = 1 out of 6

0 The comment about ‘close
people’ is too vague to credit.
However, mentioning who these
people were, namely friends and
family does gain the first knowledge
mark.

@ A second mark for understanding
that a bank loan must be repaid is
awarded.

@ Another disadvantage is identified
but as all knowledge marks have been
awarded, this will not be credited.

To access additional marks, the
candidate must develop at least one
of the points made.

0 This question is about private
limited companies so comparisons to
other forms of business organisation
can be ignored.

@ Repetition of an earlier knowledge
point.
Mark for (e) = 2 out of 6

Total mark awarded =
4 out of 20
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How the candidate could improve their answer

¢ (a) The candidate did not demonstrate an understanding of retained profit. The comment about ‘minus the cost of
production’ may suggest a partial understanding of profit, but this is a different concept.

* (b) The question asks for a definition, so candidates should focus on providing an exact meaning of current assets.
There is no need to include examples as these do not define the term.

* (c) One reason was outlined, but there was no application. Using relevant examples from the scenario, for example,
mentioning the expenses might be connected to the four shops would allow the opportunity for a further mark.

¢ (d) The candidate showed good knowledge of the effect on employees but there was no awardable analysis or
application. Application should not be difficult to access, a simple reference to the number of existing employees
would be sufficient to link the point to the scenario. Analysis should develop a consequence of the knowledge point
made.

¢ (e) The candidate correctly identified two relevant points, however there was no analysis and therefore no
opportunity to access evaluation. To improve their answer, the candidate needed to develop an explanation of one
of the points they included. For example, they could have added that paying interest would increase expenses.

Common mistakes and guidance
(a)

« A common mistake was to define profit or identify uses of profit, rather than providing a full definition of retained
profit.
« Some reordered the words of the question which showed no understanding of the term.

« A common mistake was to refer to ‘short period of time’ without specifying what this meant.
« Some repeated the word ‘asset’ or gave examples which do not define the term.

« Some confused assets with liabilities by saying the assets were owed. Candidates should be encouraged to learn
key terms.

« Most candidates found it difficult to outline two different reasons.
« Some confused working capital with profit.

« Many candidates did not attempt to link their answer to the scenario so missed out on the opportunity to gain
application. Any appropriate reference can be used if it makes sense in relation to the point being made.

* Many candidates ignored the fact that CPF was a retailer so incorrectly assumed suppliers would provide raw
materials to CPF. Candidates should take the context into account when identifying points.

« Some candidates struggled to explain the effect on suppliers. They must develop the knowledge point made to
show a consequence for the stakeholder.

« Explaining the effect on the business, rather than the stakeholder.

« Some candidates expressed the advantage of one source of finance as the disadvantage of the other. Whilst both
are technically correct, it is the same point and therefore will only be awarded once.

« Some candidates offered comparisons between a private limited company and a public limited company.
« Analysis must follow on from the knowledge point made.

« Instead of analysis, candidates tended to identify additional points of knowledge.

« Some decisions were unsupported, or simply repeated earlier points made in their answer.
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