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Section A: Content guide

Course planner
This course planner forms an outline scheme of work covering the whole specification. It
allows plenty of time to teach the content and to prepare for examinations and resits.
The planner is based on delivery of the Double Award over two years. If two teachers are
sharing delivery, the scheme would need to be amended appropriately.
Year 1

Content

Notes

Single Award: Unit 1
Unit 1.1 What is a business and what do
businesses do?

With three
topic areas,
the content
neatly fits a
three-term
year

••

Enterprise, business skills – starting
up, success (and failure!)

••

Look at successful and unsuccessful
enterprises both locally and nationally.

••

The range of business activities and
competition faced

••

Provision of goods and services and
the impact of e-business.

••

Business aims and objectives and the
links between these

••

Setting targets, short term and long
term. Possible links with Unit 2.3
and 2.4.

••

Measuring achievement

••

Different legal forms and their
implications.

••

Ownership and liability

••

Insolvency and liquidation.

••

Risks and rewards

••

Examine profit and other possible
motives.

••

Introduction to ‘ethical’ business

••

(Students should also be encouraged
to research businesses that interest
them and to review how to obtain
information on these businesses,
under teacher guidance.)

Term 2

Term 3

2

All content is compulsory

Term 1

Unit 1.2 How are businesses organised?
••

Communication

••

Forms of these and the importance
of communication.

••

Organisation structures

••

Main aspects investigated,
interrelationships stressed and
communication methods used
explored.

••

Functional areas

••

(All now related to initial choice of
businesses to investigate.)

Unit 1.3 Why are stakeholders so
important?
••

Stakeholders

••

Identification of key stakeholders
– their power, influence and
importance.

••

Customers: importance, power and
needs

••

Possible tensions or conflicts
between stakeholders and how
businesses might respond. Role
of the customer and importance
of customer service and meeting
customer needs.

••

Employees

••

Rights and responsibilities; legal
issues and their resolution.
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Unit 2 (studied simultaneously with Unit 1 if completed in one year as a one-year Single
Award, or as the first half of a Double Award)
Term 1

Unit 2.1 (Documents)

All content is compulsory
All topics relate to ICT, use past
questions for practice.

Term 2

Term 3

Edexcel GCSE in Applied Business

••

Types/layout/purpose/order

••

Emphasise buyer-seller relationship.

••

Complete examples

••

••

ICT and documents

Practical work, for example form
completion, and link to businesses
studied in Unit 1.

Unit 2.2 (Payment methods)
••

Range, how each method works,
costs

••

Emphasise buyer-seller relationship.

••

Start-up and running costs

••

••

How ICT can reduce costs

Practical work, for example form
completion, and link to businesses
studied in Unit 1.

••

Practise constructing and completing
templates and relate to businesses
studied in Unit 1.

Unit 2.3 and 2.4 (Financial
statements)
••

Role and purpose of profit and
loss and balance sheet

••

Profit and loss and balance sheet
content and terms

••

Formats and calculations

••

Profit/cash, profitability/liquidity

••

Ratios: purpose, how to calculate

••

Interpretation and stakeholders

Teacher’s Guide

© Pearson Education Limited 2012

3

Section A: Content guide
Year 2

Content

Notes

Double Award: Unit 3
Term 1

Term 2

Term 3

4

Unit 3.1 Why are people so
important?

All content is compulsory
This content follows on from 1.3 and
continues the topic of customer service.

••

Customer needs, expectations
and satisfaction

••

Investigate methods of doing this
related to businesses.

••

Measuring and monitoring
customer satisfaction

••

Investigate role and importance of
market research.

••

Research

••

The focus is now on the employee,
their skills and aptitudes, and how
businesses recruit, train and treat their
employees. (Students will also learn
the importance of effective preparation
for employment including CV, letters
of application and interview.)

••

Employees – recruitment,
training, applying for a job, roles
and working arrangements

••

(As with Unit 1, students will apply
their learning to the practices of their
chosen businesses throughout.)

Unit 3.2 How do businesses
develop?
••

Protecting the consumer and the
business

••

Legal issues in relation to both; dealing
with customer complaints.

••

Market trends

••

Before 3.3 students need to learn
about the market position of their
chosen businesses.

••

Location

••

Reasons and factors influencing it.

Unit 3.3 What are external factors?
••

Business competitors

••

A return to 1.1 investigating
how businesses can maintain
competitiveness through the products
and services offered, the use of
technology, responding to customer
needs and so on.

••

Economic conditions

••

The economic climate within which
businesses operate; the role of
government and how businesses are
affected.

••

Environmental constraints

••

Continuing the ‘ethical and green’
theme from 1.3 and looking at how
businesses can cause damage and what
may be done to prevent damage.
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Unit 4 (studied in parallel with Unit 3)
Term 1

Unit 4.1 (Cash flow forecasts)
••

Revisit Unit 2 (Liquidity)

••

CFF purpose, layout,
construction

••

Interpreting the results

Unit 4.2 (Budgets)
••

Purpose of budgeting/control

••

Types, construction, variances

Unit 4.3 (Break even (B/E))

Term 2

Edexcel GCSE in Applied Business

••

Nature of B/E, charts, calculating

••

Limitations of B/E

Unit 4.4 (Sources of finance)

All content is compulsory
All topics relate to ICT, use past
questions for practice.

Unit 4.2
••

Practical work, for example completing
CFF, budgets, B/E charts.

Unit 4.3
••

Link topics to businesses studied in
Units 1 and 3.

Opportunity to revisit 4.1, 4.2 and 4.3

••

Types of business and sources
used

••

Explore sources used, for example
businesses studied in Units 1 and 3.

••

Why sources are selected

••

••

Financial planning – revise CFF,
budgets and break even

Decision-making approach: which
source?

••

How businesses use financial
plans
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Teaching ideas
Below are some ideas on the sort of approaches you can use to introduce some of the topics.
Try them as ‘tasters’ with your students. Some are outline ideas, others give more details.

Unit 1: Investigating How Businesses Work
1.1 What is a business and what do businesses do?
Objective
To investigate the meaning of ‘enterprise’ and the skills needed to be successful in business.
Students need to consider business activity, aims and objectives, ownership and the ethical
issues given in the specification.
Initial activity
Discuss the concept of enterprise. Then identify a range of different businesses, both locally
and nationally, their activities and the range and scope of products and services they offer.
Activities
A brainstorming session followed by an investigation into the nearest high street will
produce a list of retail and service businesses. This could then be extended to include any
nearby business parks, enterprise areas and small- or large-scale developments. From this,
businesses could be categorised by sector, size, activity and ownership. Once students have
made their choices, business aims and objectives can be investigated. (At this stage, you
will need to guide students towards a suitable choice of businesses to investigate and some
choices may have to be discarded at an early stage.)
Students will be able to find some information, such as organisational structure, size,
location, aims and objectives (or mission), from larger firms’ websites. However, students
need to be aware that for large businesses, it is likely that the actual investigation and
research will be into one branch or location.
Approach to teaching
Student research will be needed in order to complete the Edexcel-set task, so it needs
to focus on the specification content. Centres delivering this qualification successfully
use a mixture of classroom-based teaching, visits to businesses, seminars, exhibitions and
conferences, visiting speakers and enterprise activities to enhance the vocational relevance
and flavour of the course.
Sample tasks
Students will carry out an Edexcel-set task designed to allow them to use business-related
skills to meet the Assessment Objectives. The tasks will consist of activities that encourage
students to develop knowledge and understanding through their research and allow
analysis and evaluation of information gathered in their investigations.
At a basic level activities might include:
‘Explain your choice of businesses.’
or
‘Explain the form of ownership of your two chosen businesses.’
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These will then be developed into activities such as:
‘Identify the aims, objectives, purpose, activities and main competitors of both your
businesses.’
and further developed into:
‘Discuss whether the aims and objectives are being met, providing appropriate supporting
evidence.’
This allows more-able students to develop their responses whilst also allowing others
to use information gathered to demonstrate their knowledge and understanding with less
development.

Unit 2: Financial Records
2.3 The nature of financial statements in business
Objective
To introduce how to calculate profit/loss using a simple format.
Initial activity
Trading activity involving previously completed business documents to calculate gross (ie
invoice-based) profit; introduce likely expenses; calculate net profit.
Activities
Identify typical costs/revenues for businesses studied in Unit 1.
Students could then complete the exercise below.
You have put on a centre production of … and you have received the following email.

Hi –
Here are the figures for the performances of...as promised.
We sold 3800 tickets at full price (£10) and 1200 at reduced
price (£6).
Sales of programmes were 450 at £2 each, and these cost £250
to print.
We sold products...and...for £160. These cost us £45 to buy.
Refreshment sales were £680, which cost us £105.
Other items were: travel and other production costs £545;
insurance £40; advertising leaflets £175; power, phone, other
overheads £55.
Hope this is all the info you need to work out whether we
made a profit or not.
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Enter this information in the table and calculate the profit or loss on the show.
Expenses (costs)

£

Revenues (income)

£

(etc)

Total expenses

Total revenue

Follow up
Examine formal profit and loss layout; transfer above information into this layout; introduce
stock adjustments.

Unit 3: Investigating People, Business and Change
3.1 Why are people so important?
Objective
To investigate the people working in a business, their roles and how these are affected by
change as businesses develop.
Initial activity
Continue with the stakeholders theme from 1.3 and introduce more detail on customer
service, employee recruitment, training, job roles and working arrangements.
Activities
Students will need to learn what constitutes ‘good’ customer service – a speaker who
deals with this or a visit to a business where this is a feature would be a good starting point.
Equally, role play or scenarios where customer service is not ‘good’ could be developed
into an examination of how businesses measure, monitor and research this important area.
Students can then investigate practices within their chosen businesses.
In practical terms, recruitment can be tackled by reviewing job vacancies through
advertisements in local newspapers and via the internet. This could lead to completing
application forms, preparing a CV and even mock interviews where time permits.
Job roles and working arrangements are best understood through using examples from
the businesses students are investigating. Students will need to understand the different
management structures used in business.
Approach to teaching
As with Unit 1, the research carried out will be needed to complete the Edexcel-set task so
it will need to focus on the specification content. A practical approach is recommended.
Within this unit, there is scope to carry out customer surveys that can be analysed. Students
can complete application forms and CVs, as well as investigate jobs, wages and terms of
employment, including flexible working, and how changes to these terms affect the people
involved.
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Sample tasks
Students will again carry out an Edexcel-set task designed to allow them to use businessrelated skills to meet the Assessment Objectives. The tasks will consist of activities that
encourage students to develop knowledge and understanding through their research and
allow analysis and evaluation of the information gathered in their investigations.
At a basic level activities might include:
‘Describe and explain how your larger chosen business maintains, monitors and improves its
customer service to meet the expectations of both internal and external customers.’
and this will be further developed into a task such as:
‘Evaluate this from the point of view of the business.’
A basic task would ask students to:
‘Complete a letter of application and a CV for an appropriate, advertised role in one of your
businesses.’, and the development would be:
‘Address all the points in the job description and person specification.’
These will allow more-able students to develop their responses whilst also allowing others
to use information gathered to demonstrate their knowledge and understanding with less
development.

Unit 4: Financial Planning and Forecasting
4.1 Investigating business cash flow forecasts
Objectives
To construct part of a summary cash flow forecast.
To introduce interpretation of cash flow forecast balances.
Initial activity
Class discussion: what cash planning do people carry out?
Activities
Discuss likely elements of a cash flow forecast for a recent or forthcoming centre event.
Constructing cash flow summary (receipts side).
Follow up
Use a spreadsheet to calculate the above cash flow; extend to include payments; develop
the concept of liquidity.
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Student guide
Is this the right subject for me?
If you are interested in the world of business then the GCSE in Applied Business would
be a good option to choose. The course is based on investigating actual businesses plus
an introduction to business finance. It is ‘applied’ because you use what you learn to
understand the businesses you investigate. If you want to:
•• learn about and understand the world of business
•• develop skills in the financial aspects of business
•• carry out research away from, as well as within, the classroom
•• learn how to work in a team with other members of the class
•• learn through investigation, rather than through listening and reading
then this may be right for you and different from other subjects that you have studied
previously.

What will I learn?
The business world is constantly changing. The new specification has been updated to give
you the chance to learn about these changes as well as covering conventional material.
There are four units.
Unit 1
This unit is an investigation into what business enterprise is all about, including how
businesses are organised and how people are involved. It also looks at new issues such as
‘ethical’ and ‘green’ business. You will focus on one local and one national or international
business.
Unit 2
This unit focuses on how businesses record financial transactions, make payments and keep
records of how well they are doing. You will learn about balance sheets and profit and loss
accounts and how to use these to understand business performance in a practical context.
(Units 1 and 2 make up the GCSE Single Award.)
Unit 3
This unit builds on the ‘people’ aspect of Unit 1 and looks at customer service, recruitment
(including CVs and applying for jobs) as well as legal aspects affecting businesses, for
example consumer protection. It also examines how businesses are affected by factors
outside their control, such as economic trends. Again, you will choose two businesses to
investigate.
Unit 4
This builds on Unit 2 and examines how businesses plan their finances, looking at topics
such as cash flow and break-even forecasts together with how businesses budget and
finance themselves. These aspects are looked at in relation to particular examples.
(Units 1-4 make up the GCSE Double Award.)
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How will I be assessed?
The course is modular and flexible so you can complete either a Single or Double Award
(worth one or two GCSE passes). Most students take two years to complete either award
but you can take units in both years.
Units 1 and 3 are based on coursework. You will investigate your two chosen businesses
and use the information you gather to respond to tasks set by Edexcel under supervised
conditions. These tasks will be published in advance so that you will know what to expect!
The completed tasks will be submitted to Edexcel once they have been marked by your
teachers.
For both Unit 2 and Unit 4 there is a 60-minute written examination based on a business
scenario. You will use what you have learned to answer the questions.

What do I need to know, or be able to do, before taking this course?
There are no formal requirements. An interest in ‘business’ and what businesses do,
together with a reasonable standard of English and maths, would be helpful but the course
is open to everyone.

What can I do after I’ve completed the course?
The Edexcel GCSE in Applied Business is a useful qualification in its own right. The flexible
nature of the course gives you the opportunity to gain either one or two GCSE passes.
Business studies has strong links with lots of other subjects and develops skills such as
IT, as well as enhancing your communication and mathematical skills. The GCSE Applied
Business leads naturally to the GCE Applied Business, BTEC Nationals in Business, and to
courses in information and communication technology.
Job opportunities include traineeships or apprenticeships in finance, administration and
clerical occupations.

Next steps!
If you are interested in studying the GCSE in Applied Business you should start to find out
more about the subject. Here are some things to do:
•• talk to your business or general studies teacher, or to anyone in the business
department, to find out what they are planning for you
•• ask Year 10 and 11 students how they’ve got on with the subject!
•• look on the Edexcel website and follow the links to the new GCSE starting in 2012.
There is a lot of useful information there about what you will be studying and how you
will be assessed
•• go on the internet and type in ‘GCSE Applied Business’ to give you an idea of what there
is to help you.

Edexcel GCSE in Applied Business

Teacher’s Guide

© Pearson Education Limited 2012

11

Section B: Assessment guide

Assessment overview
The grid gives you an overview of the assessment requirements for this GCSE.
We recommend that you make this information available to students to help ensure they
are fully prepared and know exactly what to expect in each assessment.
Unit 1: Investigating How Businesses Work
Weighting

Assessment and marks

Availability

60% (Single Award)
30% (Double Award)

Internally assessed
100 marks

Every June

Overview
Students select two businesses – one local and one national/international – to research. Students complete
a task based on the unit content, in relation to their chosen businesses. The task will be set by Edexcel and
completed under controlled conditions. The task will be reviewed every two years. The research/investigation
will take approximately eight curriculum weeks (a maximum of 24 hours).
The final write up will take approximately four curriculum weeks (a maximum of 12 hours).
The work will be internally marked by teachers and moderated by Edexcel.
Unit 2: Financial Records
Weighting

Assessment and marks

Availability

40% (Single Award)
20% (Double Award)

Externally assessed exam
60 marks

Every June

Overview
Students sit a one-hour examination, suitable for students of all levels.
The exam will have an opening scenario/context and contain structured questions. The question types will be
a mixture of multiple choice, short answer and extended answer.
Unit 3: Investigating People, Business and Change
Weighting

Assessment and marks

Availability

30% of the total
Double Award marks

Internally assessed
100 marks

Every June

Overview
Students select two businesses – one local and one national/international – to research. Students complete
a task based on the unit content, in relation to their chosen businesses. The task will be set by Edexcel and
completed under controlled conditions. The task will be reviewed every two years. The research/investigation
will take approximately eight curriculum weeks (a maximum of 24 hours).
The final write up will take approximately four curriculum weeks (a maximum of 12 hours).
The work will be internally marked by teachers and moderated by Edexcel.
Unit 4: Financial Planning and Forecasting
Weighting

Assessment and marks

Availability

20% of the total Double Award
marks

Externally assessed exam
60 marks

Every June

Overview
Students sit a one-hour examination, suitable for students of all levels.
The exam will have an opening scenario/context and contain structured questions. The question types will be
a mixture of multiple choice, short answer and extended answer.
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Assessment of Units 1 and 3 (internally assessed)
Each unit is assessed through an Edexcel-set, controlled assessment task (internal
assessment). To meet Ofqual requirements Edexcel will review each task every two years
to ensure that they are still fit for purpose.
For each unit, students need to select two businesses to research (one must be a local
business and the other either national or international). You can guide students to find
appropriate businesses on which to base their research/investigation. This allows students
to contextualise the task.
Students will compile a portfolio of the findings from their research and use this as a basis
for the activities carried out within the controlled assessment task. Research and preparation
can be completed outside of the centre and students can work in groups and use the
internet if they wish.
Results can be recorded in writing or electronically, and can be taken in and out of the
centre and referred to during controlled writing time. However, you must inspect them and
be satisfied that they are students’ own work.
All portfolios should be handed in before students start writing up the task.
When marking students’ work, you must use the assessment criteria in the specification.
You should check carefully that students’ work is their own and has not been copied from
research material without any attempt to put it into their own words.
The task for each unit should be awarded marks as follows.
Part A: Non-moderated internal assessment of personal and interpersonal skills
•• Total = 10 marks
•• Not moderated
Part B: Edexcel-set controlled assessment task
•• Activity 1 = 30 marks
•• Activity 2 = 30 marks
•• Activity 3 = 30 marks
•• Total for task = 90 marks
•• Moderated by Edexcel
Total for Part A and Part B = 100 marks.
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Assessment of Units 2 and 4 (externally assessed)
•• Each unit will be assessed by an Edexcel-set, external examination paper.
•• A single (non-tiered) examination paper for each unit, suitable for all students, will be
set every June for Unit 2 and Unit 4.
•• Each examination paper will last for one hour and will be marked out of 60.
•• The paper will contain a scenario of a business situation or context previously unseen by
students.
•• Questions will be a combination of multiple choice, short and extended answers. Most
questions will be based on the scenario/context and/or additional information given at
the start of the relevant question.
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Examination
questions
This guide provides examples of the main question types used in Applied Business, with
student answers and examiner comments. You can use them with your students to show
them what they need to do in their exams.
Each paper starts with a scenario or context. Students do not need to memorise it. Its
purpose is to present a storyline, with additional information being given later.

Example scenario
Clara Gish and Lillian Bowe own and run Clarian Farm. Clara and Lillian do not
grow and sell crops, or raise animals for meat. Clarian Farm is for people who
want a day out. It is very popular with families with young children, who like the
tame animals at the farm.
The information below is from the Clarian Farm website.

Clarian Farm - a great day out in the country!
You will receive a warm welcome to Clarian Farm. There‛s a lot happening each
and every day for all ages.
Visit us, meet our animals and join in the fun and games. We have some things
that you would expect to find on a farm, and plenty of other things that you
wouldn‛t!!
Clarian Farm
•

has an ‘Animal Hotel‛ where people going on holiday can leave small pets,
such as rabbits and gerbils, to be cared for by farm staff

•

has stables for horses and donkeys

•

allows visits by school trips, where pupils learn about caring for animals

•

arranges children‛s birthday parties, where the children can meet and feed
the animals

•

has a café and shop, where visitors can buy snacks and gifts.

There are a number of short-answer questions, which typically ask the student to select
from a given list, or to categorise items such as costs. Answers are straightforward: oneword, a phrase, a tick or a cross.
The following questions reflect the different types that are asked and highlight some
common misconceptions that appear in student answers.
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Examples of short-answer questions (AO1 and AO2) with student answers and examiner
comment
1. Clarian Farm uses these methods to pay for goods and services.
Cheque

Credit card

Cash

Direct debit

Select from above the most appropriate payment method for:
a) paying for the repairs to the stables. The builders will accept payment by post,
a month after the work is completed.
b) paying Louise, a part-time cleaner who works for four hours each weekend
cleaning the shop. Louise does not have a bank account.
Student answer
1 a Cheque
b Cash

2. Clara and Lillian had to pay different costs when they began Clarian Farm as a
business.
(a) Using the information below, list the costs for Clarian Farm as either start-up
or running costs .
Start-up
Costs

Running
Costs

Start-up
Costs

Running
Costs

Building Clarian Farm’s café
Leaflets that advertise Clarian Farm

Student answer

Building Clarian Farm’s café

X

Leaflets that advertise Clarian Farm

X

Examiner comment
Each correct answer gets 1 mark. These questions feature in both units. Most students
like them and do well, particularly if they have studied financial information from actual
businesses. Typically, the more often that real business examples are used in the classroom,
the better the performance on these questions.
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Document completion and interpretation questions (AO1 and AO2)
Document completion and interpretation features in the new Unit 2.

A credit note received by Newport Viola from a supplier, Hulbert Ltd, is shown
below.
Credit Note

Hulbert Ltd
Bentley Road
To:
Stores Manager
Newport Viola Hotel
Corporation Street
Newport NP1 7GH

Quantity

Number

12775

Date

29.12.2006

Your Reference

PO 9087

Our Invoice

SI 06-7781

Unit
Price (£)

Description

Total
Price (£)

2

Crockery sets

11.20

22.40

1

Crockery stand

5.60

5.60

Reason for credit:

GOODS TOTAL

28.00

Damaged in transit

VAT at 17.5%

0.49

TOTAL

28.49

a) What is the purpose of this credit note?
(1 mark)
b) (i) What calculation error has been made?
(1 mark)
(ii) What should the correct total be for the credit note?
(1 mark)
(iii)	If staff at Newport Viola do not spot this error, what will be the effect on
Newport Viola?
(1 mark)
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Student answer
a) To refund and reduce the amount owed by Newport Viola to Hulbert Ltd.
b) (i) VAT is wrongly calculated. It is £4.41 too little.
(ii) £32.90
(iii) Newport Viola will receive too little credit.

Examiner comment
a) Well answered because the student has used the information given.
b) (i)	Wrong calculation identified. Although the incorrect amount is not asked for, the
student can use this calculation in the next part.
(ii) Correct figure so the student receives the mark.
(iii) A clear statement of the position has been made to gain the mark.
This student is probably working towards a grade A.

Student answer
a) A credit note reduces the amount owing to someone.
b) (i) VAT is wrong.
(ii) £4.90
(iii) Too little will be paid.

Examiner comment
a)	The student has ignored ‘this’ in the question. In this case, generic definitions do not gain
a mark. A feature of the exam is that students must use the information given, unless a
general definition or description is asked for.
b) (i) The mark is awarded because the student has identified the error.
(ii) The correct amount of VAT has been given, so the question as set has not been
answered.
(iii)	This is too vague a comment to receive a mark. A weakness displayed by some
students in relation to finance is the inability to clarify exactly who is who (in this case
who originates the credit note, and who receives the credit).
This student is probably working towards a grade D.

Alternative questions on business documents (AO2)
A popular alternative used in the exam, which will feature in the new Unit 2, is to give
students a blank form – typically an invoice, credit note or purchase order – and ask them
to complete it using information contained in the question.
Both descriptive (AO1) and calculation (AO2) question types are found in Units 2 and 4.
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Descriptive

Describe one way that using a bar code reader to scan items sold will help
Clarian Farm reduce its costs.
(2 marks)
Student answer
It gives Clarian Farm information on stock levels and items sold. This means it can avoid keeping
unwanted stock, and lower stock levels save storage costs.

Examiner comment
A detailed answer: the effect on stock levels is described in relation to cost savings gaining
both marks.
This student is probably working towards a grade A.

Student answer
Automatic ordering and lower stock.

Examiner comment
A common error is to ignore the request for (in this case) ‘one’ way, and list more than
one. The two marks are for a basic description or statement, and then for developing this
description. Here the student has made two simple statements that are not connected or
described, and so only receives one mark.
This student is probably working towards a grade D.
Calculation

At Clarian Farm, Clara produces a profit and loss account after every month of
trading. Clara now has the figures she needs for May 2007.
●● Ticket sales income from:
– the public who visited Clarian Farm

£12550

– school groups that visited Clarian Farm

£600

– birthday parties held at Clarian Farm

£575

●● The cost of all these sales came to
£4860
●● Clarian Farm staff received salaries and wages of
£3445
●● Power and telephone bills totalled
£800
●● Food and other expenses came to
£2060
a) Using this information, complete the profit and loss account for Clarian Farm
on the next page. Some information has already been entered to help you.
(8 marks)

Edexcel GCSE in Applied Business

Teacher’s Guide

© Pearson Education Limited 2012

19

Section B: Assessment guide

Clarian Farm: Profit & Loss Account
for period:
£

£

Sales

Gross Profit
Expenses:
Staff salaries and wages

3 445

Total expenses

Student answer
The student enters:
the date as May 2007 (1 mark); sales amount (1); cost of sales description and amount (1);
calculates gross profit (1); enters the two expense descriptions and amounts and total expense
amount (3); and the net profit description and amount (1). Full marks are awarded.

Examiner comment
The papers normally use set templates such as the one illustrated above. Students can
therefore gain confidence in handling new numerical information in a known structure
or format.
This student is probably working towards a grade A.

Student answer
The student enters:
sales (1) not cost of sales and cannot calculate gross profit; the two expenses are entered (2) but
there is no total or net profit.

Examiner comment
Accurate calculations and correct statements (such as using ‘net profit’ rather than ‘profit’)
are needed, though weaker students still gain marks – 3 in this case – for demonstrating
some ability to enter information correctly.
This student is probably working towards a grade D.
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Extended-answer questions (AO3)
These feature in both Unit 2 and Unit 4, and are targeted at the A* grade.

Clara and Lillian plan to create a play area for children who visit Clarian Farm.
They need £15,000 but disagree on how to finance the play area.
●● Clara has about £12,000 saved, and wants to invest her savings in the play
area. Lillian has no savings and cannot offer to invest any money.
●● Lillian wants to use profits from future sales. At the moment, Clara and
Lillian do not have enough spare cash from profits.
Choose one of these sources of finance for the new play area. Consider the
advantages and disadvantages, and explain why you have chosen it and not
the other.
(8 marks)
Student answer (extracts: Clara’s savings chosen)
There is no cost of borrowing (1). Clara’s savings are probably available now, so they can start
work immediately (1), whereas they would have to wait until they made profits from future sales
(1), and they may not make profits in the future (1). Clara and Lillian know the exact amount but
if they use future profits they do not know how much or when (1). £1200 is not enough and they
would still need to borrow an extra £3000 (1), which will cost them interest if they borrow from a
bank (1). Clara might want a bigger say in running Clarian Farm, which could upset their working
relationship (1), which could also be upset because Clara would lose all her savings if the play area
was unpopular (1).

Examiner comment
We look for answers that are analytical and evaluative in nature. Here, the student is making
relevant points that explain – rather then describe – the chosen source, and which also
contrast it with the other source.
This student is probably working towards a grade A.

Student answer (extracts: Future profits chosen)
This is what profits are used (1) for so it is a good option. Clara and Lillian share profits and losses
so it will be fair (1). Clara can keep her savings, there aren’t enough savings anyway (1) and they
will make lots of profit.

Examiner comment
The points are quite basic and descriptive in nature although they are relevant, based on
the information given. Had the student simply defined or described savings and profits in
general, no marks would be awarded. This student is probably working towards a grade D.
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Controlled assessment
About the controlled assessment
Controlled assessment involves students researching and then carrying out a task and
is similar to coursework except that controls have been added to ensure the work is the
student’s own.
There are three activities: task setting, task taking and task marking.
The level of control for each activity in each subject is specified by Ofqual.
For GCSE Applied Business – Units 1 and 3
Activity

Level of control

Explanation

Task setting

High

Tasks set by Edexcel and
subject to review by Ofqual.

Task taking

Limited for research

Students carry out own
investigation (may be limited
guidance).
Students respond to set tasks
under ‘controlled conditions’.

Medium for written analysis
and evaluation
Task marking

Medium – marked by teacher
and subject to moderation

Units 1 and 3 subject to
moderation in same way as at
present.

The following section explains the level required for each activity and what it means for you
and your students, and the frequency of change.

Task setting
This is very similar to the current arrangements, so will be familiar.
How often will the task change?
Ofqual require Edexcel to review the task every two years. It is possible that
the task could change completely.
We will look at the task in the light of student performance and make any
amendments necessary to make the task clearer.
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Task taking
The controls for taking the task have been designed to ensure that the task is
carried out by the student and is all their own work.
The task is split into two parts:
•• research
•• write up.
The levels of control and the effect are different for each part.
(a) Research – limited level of control
You can guide students in finding appropriate businesses (one local and
one national or international business) on which to base their research/
investigation.This will allow students to contextualise the set controlled
assessment task. Research may be completed without direct supervision and
will not contribute directly to assessable outcomes. Students are permitted to
work in a group for the research stage of the task. Research can be completed
outside of the centre and students can use the internet.
(b) Analysis and evaluation – medium level of control
The student answers the set task in the classroom using their research
but cannot take any information away from the classroom to complete.
Research folders and written work must be handed to you at the end of every
writing-up session. It is your responsibility to keep student work/research
folders securely between sessions. You will need to monitor students in
the classroom to ensure completion of the task is the student’s own work.
You can answer questions but cannot guide students along a particular path
or advise on how to approach the task. This is not an exam and requires
supervision rather than invigilation. There is no need to set up the room like
an exam or for the room to be silent. The key requirements are that plagiarism
does not take place and that students complete tasks individually.

Task marking
This is similar to the current arrangements, so will be familiar.
You mark the tasks then fill in a form to show all the marks achieved. Edexcel
will ask for a sample of the work to moderate, including student work with
high and low scores.
Edexcel will moderate the work and you will receive a detailed report on the
findings on results day.
INSET courses on assessment will be available from September to help you
mark the work effectively. Our specification experts can also provide support:
just contact www.edexcel.com and follow the links to ‘Ask the Expert’.
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Controlled assessment
exemplars
In the examples below each student is responding to the same task from Unit 1: ‘What is a
business and what do businesses do?’, with the sub-task part of 1(a), bullet points 3 and 4.

Explain the form of ownership of your two chosen businesses.
Identify the type of legal liability chosen by both of them and explain the
implication these will have on the businesses in the event of liquidation or
insolvency.
Only one business is addressed in each excerpt. The first example is a student probably
working around the A-B boundary whilst the second student is probably working around
the C-D boundary. Moderator comments give an evaluation of the relative merits of the
two approaches and are indicative only.

1. Type of Ownership and Liability: PWM
Ownership
Premier Waste Management is a Private Limited Company, it is owned by shareholders. Premier
Waste Management has Limited Liability, this means that when they go into debt they do not
lose their personal possessions, they only lose the value of their shares. Premier Waste Management
is a Private Limited Company, which means shares are not floated on Stock Market for people
to buy. Premier Waste Management is owned by individual shareholders, but they did not buy
the shares on the stock market they bought them from the company. Premier Waste Management
have to have their company name registered with the Registrar of Companies, because their
name has to be unique. The few shareholders of Premier Waste Management can decide what they
want to do with the company. They maintain control, so if they wanted to expand the business they
can do this.

Benefits of being a Private Limited Company for PWM
Premier Waste Management are able to stay relatively small, they only operate in the North East,
whereas their 3 competitors; Biffa, Cleanaway and SITA are National Companies. Premier Waste
Management is relatively easy to set up because they do not need to apply to as many rules as
public limited companies.

Shares can only be transferred with agreement of all shareholders within Premier Waste
Management because they are a Private Limited Company, which means that they can be bought
and sold freely on the stock market.
Banks are more willing to give loans to limited companies because they feel it is safer. They
know they can get their money back. Premier Waste Management have limited liability which means
that shareholders within the company will not lose personal possessions, just the value of their
shares.
Accounts still remain private, they’re only accessible to the owners and the Inland Revenue.
This is an advantage as the competitors do not get to see the accounts.

24

Edexcel GCSE in Applied Business

Teacher’s Guide

© Pearson Education Limited 2012

Section B: Assessment guide
Drawbacks of being a Private limited Company for PWM
More regulations to comply with than a sole trader in setting up. The company must fill
in two documents before they can be registered as a limited company. The two documents are Articles
of association and Memorandum of association. Premier Waste Management must register
with the registrar of companies before they become a Private Limited Company. These are some of
the rules that Premier Waste, Management as a Private Limited Company have to follow. Shares in
Premier Waste Management can only be sold if all of the other shareholders agree.
The shares are not traded on the stock market because not everyone is allowed to buy them.
Companies must be officially wound up with the registrar of companies. They cannot just
stop, it must be an official registration saying that they have decided not to trade as a company.
All companies must register with the registrar of companies. This stops people from trading
under the same name as another company.

All companies must register with the Registrar of Companies if they want to become
a public company, also this stops other companies from using their name or using a name similar
to it.
Accounts must be audited, this means they must be checked and confirmed that they are
all correct.

Moderator comment
The ownership of PWM is fully explained and the relevance of this form of ownership clearly
understood, explained and analysed in terms of process and control. The student highlights
key points before going on to explain the benefits and drawbacks of the form of ownership.
The explanation is not one-sided and not only describes but comments on the points made
using appropriate language. Within this there is effective comparison with another legal form
of ownership (sole trader). The nature of ‘liability’ is addressed in terms of its implications
in the event of business failure. The work approaches a high-level response although the
issue of liquidation is not yet explicitly covered – the student would need to add something
where reference to ‘winding up’ occurs. (The same approach would need to be taken with the
second business investigated and the form of ownership fully justified; liability and the two
businesses compared.)

2. Type of Ownership and Liability: Marks & Spencer
Ownership
Marks & Spencer began with a man called Michael Marks, He was Russian born polish refugee. He
opened a small stall at Leeds Kirkgate Market in 1884. His success of the stall encouraged him to
move to Manchester where he opened a shop in the lower part of the identical building.
1894 Michael formed a partnership with Tom Spencer, He was a former cashier for a company
Dewhurst’s. In the recent years the business was continued to do well, however by the 1920’ s the
business started to buy from directly from the supplier.
1926 the company was known to be MARKS & SPENCER the company became a public limited
company. By 1928 Marks & Spencer was fully registered and exists to the presents.
Before Marks & Spencer could become a public limited company they needed two shareholders
and £50 000 share capital. This was needed so they could have (plc) in their name so they would
be shown as a limited liability also that public could by shares from the stock exchange. The share
holders would have a vote at the AGM.
As a public limited company Marks & Spencer have limited liability. However this would mean that
the shareholders of Marks & Spencer are still accountable for all debts but only to the value of their
original asset. Limited Liability also means that the assets of Marks & Spencer are at risk however
shareholders personal possessions are safe.
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For Marks & Spencer to be a Public Limited Company they need to follow 5 steps to be limited,
they are as follows:
1. M&S need to register the company with Companies House.
2. All director need to draw a memorandum of association in order for them to start trading. They
need basic information about the business such as:
•• Business name MARKS & SPENCER
•• To state the company is public limited company
•• Registered address of the company
•• The capital Marks & Spencer intended to raise
•• Name of one director and address
•• Marks & Spencer Company secretary
•• Company purpose
3. Company directors need to complete the articles of association in order to start trading this
includes information about the business background such as:
•• Internal rules and policies related to Marks & Spencer
•• All directors names
•• Shareholder rights
•• Voting rights
•• How marks & Spencer would share profits
•• Share holders meeting's at Marks & Spencer
4. The directors of Marks & Spencer need a Certificate of incorporation which would include the
companies details from the,Companies registrar at Companies House.
5. Finally Marks & Spencer can trade as a PUBLIC LIMITED company after they have received the
Certificate of Incorporation.
Controlling Interest in Marks & Spencer’s
Shareholders are the people who control Marks & Spencer, Such as each share in Marks & Spencer
have the same amount of control, however one share is one vote.
If the shareholder has more shares in the company in controlled by the most share, this does still
does not effect if all the shareholders outvote who has the most controlling interest. This only when
the shareholder owns more than 50% of Marks & Spencer.
Advantages and disadvantages for M & S being a public limited company.

Advantages
•• All shareholders at Marks & Spencer have limited liability
•• Marks & Spencer has their own legal identity which shareholders do not have to pay for
compensation claims.
•• Limited liability protects shareholder this means they would not be in debt or if Marks &
Spencer go bankrupt they would lose all there money that they have invested.
•• Marks & Spencer can raise large amounts of capital selling shares. Share transfer does not need
all members of Marks & Spencer to agree.
•• Marks & Spencer encourages shareholders to have
•• Financial organisations are more willing to lend money to limited companies such as Marks. No
limits to the number of shareholders.
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Moderator comment
The work is more factual than the earlier example and the student starts by providing
information on the history of the business (whilst interesting, this is not strictly relevant)
before going on to describe the process of forming a plc. Whilst most of the remainder
is accurate and demonstrates knowledge and understanding, it lacks the clear application
to the particular business of the higher-level example above. (For example, the student
provides little information or explanation on the process or nature of becoming a director
or shareholder.)
Although the student has chosen a well-known company, the name of almost any other
plc could be inserted and the information would remain true. The approach is not incorrect
but tends to result in a series of facts, without explicit reference to a particular branch of the
business that would give it more relevance. Equally, there is less definition or explanation of
‘liability’ and the student considers only the advantages of the form of ownership, leaving
the assessor to infer what the disadvantages might be. Quality of Written Communication is
less developed here as well.
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