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Introduction
Overall, this was an accessible paper and there were some excellent answers to the
questions. The overall mean score on this paper had dropped since the last series and this
was mainly due to candidates struggling to apply their knowledge of business and economic
concepts on some of the shorter 2 and 3 mark questions and applying their answers
to a specific context. Many candidates showed a real insight into understanding how
governments and businesses have an impact on the world we live in. It was evident that
many centres had accessed the numerous channels of information available via the Edexcel
website, and from the feedback and training sessions provided, to prepare the candidates
for this examination.
The multiple choice questions were answered successfully and most candidates
demonstrated a good understanding of business and economic terms. However, a
significant proportion of candidates struggled to identify the relevant definition of 'market
power'. Similarly, both ‘identify’ questions were answered well. The vast majority of
candidates had a clear understanding of ‘factors that can improve competitiveness' and the
concept of 'the marketing mix'. Outline questions were answered similarly well although
many candidates failed to clearly apply their responses to the context of the case study.
The ‘define’ and ‘what is meant by’ questions were answered variably well. Most candidates
were able to pick up both marks by giving two relevant points within their answers, although
some candidates did not understand the term. It was also pleasing to see candidates
supporting their definitions with examples, and where imperfect definitions were given, this
often escalated the response to 2/2.
The 3 mark ‘explain’ questions needed to have a valid point/effect/impact, and then two
relevant linked strands of explanation which may come in the form of a reason, cause or
consequence. These strands might be developed through connective words such as ‘this
leads to...’, ‘because...’, and ‘as a result...’. Where there is a stem, i.e. background information
on a business or country, the candidate’s response must be contextualised. Far too often
this was not the case, and despite candidates providing good answers with at least two
linked strands of explanation, answers were pinned at 2/3 marks because candidates did
not apply their answer to the specific context of, for example, Five Guys, China, Evolve
Health Clubs or Lego. On questions 3(c) and 3(d) a significant proportion of candidates were
not able to demonstrate a sound understanding of economies of scale or price sensitivity.
Questions 4(d) and 6(d) are ‘choice’ questions with marks awarded in levels. Candidates
are required to make a decision based on two options with relevant supporting analysis.
Good answers were present where candidates were able to provide a balanced argument,
perhaps by discussing the relative advantages and disadvantages of one option. This
balance often came through identifying a contrasting argument with connective words
such as ‘however’ or ‘on the other hand’. Responses awarded at Level 3 also required
contextualisation and the best responses offered a reasoned conclusion, perhaps making
use of the ‘it depends’ rule. For example, in question 4(d) some candidates were able to
analyse the benefits of training gym staff and how this would improve customer service
and customer satisfaction, but that this might not actually increase the number of new gym
memberships in comparison to opening a new out of town health club.
The ‘assess’ questions of 6(d) followed similar patterns, although most candidates found it
much easier to give a balanced response on 6(d) as most were able to identify at least one
benefit and one drawback (or an alternative approach) of giving environmentally conscious
businesses subsidies.
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Comparatively, candidates also found it easier on question 10 to apply their answers to the
context of Lego and how growth of the company could benefit consumers. Furthermore,
many candidates found this final question accessible and were also able to discuss the
drawbacks for consumers of the growth of the world's largest toy manufacturer. Candidates
also found it easier to apply the context on these longer answer questions than they have in
previous series.
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Question 1 (b)
This question was answered correctly by most candidates who were able to identify one of
the 4 P's. 14% of candidates were unable to do this.

Question 1 (c)
Most candidates were able to identify a relevant negative externality. The majority of
responses focused on pollution in its various forms.

Examiner Comments

The candidate has identified a
relevant negative externality. They
have then gone on to develop their
answer by giving two linked strands of
development in the form of cause and
consequence.
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Examiner Comments

This is a very similar response to the
first. However, the candidate has not
developed their answer sufficiently
to secure the third mark. There is no
context required on this answer since
the question is not linked to a specific
business or economic context.
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Question 1 (d)
Overall half of all candidates scored all 3 marks on this question. The benefits of improving
literacy rates were linked to employment, wealth and the standard of living.

Examiner Comments

This answer achieved all 3 marks. The
answer follows a logical order and the
candidate has explained the benefits of
improving literacy rates for people and
the economy as a whole. The candidate
gives a logical chain of consequences
based on improving literacy rates.
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Examiner Comments

This is a reasonably good answer. The
candidate understands the benefits of
improving literacy rates and the link between
employment and GDP. However, the last
sentence is confused and the third mark has
not been awarded.
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Question 2 (b)
39% of candidates did not achieve any marks on this question. This is the first time this
concept has been directly assessed on this paper. Although many candidates understood
the basic principles of trade between EU countries, many were unable to secure a second
mark for explaining the characteristics of free trade.

Examiner Comments

The candidate has identified the two key
characteristics of the Single European Market.
Trade between EU countries and the absence
of trade barriers. 2 marks.

Examiner Comments

This second response lacks
understanding of the key
purpose of the trade agreement
so only 1 mark is awarded.
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Question 2 (c)
Most candidates were able to make the link between falling oil prices and business costs.
Many also gave specific examples to support their answer, such as businesses in the
transportation/freight or manufacturing industries.

Examiner Comments

The candidate has used a real example of a business that
would be influenced by a change in oil prices. However, this
was not necessary to score all 3 marks. The candidate has
made the link between falling business costs and the potential
knock-on effect of increased profits. The answer uses
appropriate connectives to link cause and consequence.

10
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Examiner Comments

This answer presents one benefit
– 'buy it cheaper'. There is no further
development of this point so 1 mark is
awarded.
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Question 2 (d)
As is always the case when a question on exchange rates appears, a significant proportion of
candidates got mixed-up and explained the reverse benefits/drawbacks of a weaker Euro on
UK businesses. Candidates who scored all four marks were able to distinguish between the
impact the exchange rate would have on importers and exporters. The most accomplished
answers made it clear how a weaker Euro may reduce demand for exporters and did not
simply state that 'exports would be more expensive'.

Examiner Comments

This candidate has shown a clear
understanding of how an exchange rate
(a weaker Euro) will impact various types
of business in the UK. The candidate has
explained the impact on both importers and
exporters. Context has been awarded for an
appreciation of how UK businesses would
be affected by the change in the value of the
Euro. This response scored 4 marks.
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Examiner Comments

The candidate appreciates that a
change in the value of a currency
may have an impact on imports and
exports, but has failed to demonstrate
an understanding of the exchange rate
mechanism in this context. 0 marks.
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Question 3 (b)
This question was answered well. Most candidates were able to identify three separate
ways that Five Guys could increase its competitiveness. Where candidates dropped marks
it was often due to them misinterpreting the question or repetition of factors linked to the
marketing mix.

Examiner Comments

The candidate has identified three
relevant ways that Five Guys could
improve its competitiveness. This was a
typical response for this question.

Examiner Comments

Responses 1 and 3 were accepted. However, 'increase
marketing' could refer to a number of strategies
including lowering price and increasing opening hours.
The three responses need to be specific strategies
without any overlap. 2 marks were awarded.

14
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Question 3 (c)
37% of candidates showed no/limited understanding of economies of scale. The best
answers showed real insight and did not simply state that costs would fall if Five Guys
bought in bulk (they would not) but instead made the distinction between overall costs and
cost per unit. It was clear that some candidates had been taught this concept well and were
able to discuss other routes to economies of scale beyond purchasing economies and bulk
buying.

Examiner Comments

The candidate has understood the concept of economies of scale
and how it can be achieved. The answer has several linked strands
of development and is in context by referring to 'ingredients'.
Although the response was not exact as the candidate failed to
assert that average or unit costs would decrease, the response was
judged to have done enough to achieve all 3 marks.

Examiner Comments

This candidate has not demonstrated that they understand the
concept of economies of scale and how it can be achieved. 0 marks.
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Question 3 (d)
The concept of price sensitivity (elasticity) remains a challenge for many candidates. Many
stated that a change in price would lead to an impact on sensitivity. Correct answers often
took the route of explaining substitutes, alternatives and quality as relevant factors.

Examiner Comments

The candidate has discussed how the level of substitutes, or alternative
options, is a factor that could increase price sensitivity. The answer is
well-developed and is in context by referring to 'McDonalds'; a relevant
competitor of Five Guys.

Examiner Comments

A significant proportion of incorrect answers referred
to lower price as a factor leading to price sensitivity.
This is a common misconception that candidates
develop when studying this topic. 0 marks.
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Question 4 (b)
Most candidates were able to identify socially responsible business practices and some
made an excellent job of relating this to Evolve Health Clubs. Weaker answers simply
identified business practices that were not necessarily more ethical and simply linked to
promoting the Evolve Health Clubs or bringing in more trade.

Examiner Comments

A suitable option has been identified
– ‘renewable energy'. The answer is
developed and in the context of Evolve
Health Clubs. 2 marks.

Examiner Comments

Increasing advertising would
potentially benefit Evolve Health Clubs,
but this is not a socially responsible
business practice. 0 marks.
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Question 4 (c)
A significant proportion of candidates struggled with this question. The best route to the
marks was to discuss issues related to diseconomies of scale such as flexibility, integration,
decision-making and communication. Weaker responses suggested that Evolve may have to
share its profits with Real Gyms.

Examiner Comments

The candidate has shown an understanding that a merger can be
costly and this has been credited. The candidate goes on to explain
how the additional costs may not justify the merger if Real Gyms is too
small to generate sufficient additional revenue. The candidate has used
the context well to answer the question. 3 marks.

Examiner Comments

A monopoly may be a drawback for customers or other
health clubs/gyms, but the question directly asks for
candidates to respond from the perspective of Evolve
Health Clubs. This is a common mistake made by
candidates where they fail to answer the question from
the perspective of the relevant stakeholder.
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Question 4 (d)
Most candidates were successfully able to discuss the benefits and drawbacks of both
options. Some candidates incorrectly suggested that an out of town gym may be further
for customers to travel, but failed to realise that this would be opened to target a different
geographical area. The best answers used the context well to discuss how either option may
help them compete with other health clubs, such as Virgin Active.

Examiner Comments

This candidate has been able to analyse the benefits of both Option 1 and Option 2. However,
there is no balance so the response cannot achieve level 3. In order to demonstrate balance
on a levelled question (4(d), 6(d), 9 and 10) the candidate must discuss both the benefits and
limitations of at least one option. The answer achieved the top of level 2 – 4 marks.
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Examiner Comments

In comparison, this candidate has been
able to provide a balanced answer and
discussed the limitations of at least one
option. The candidate has also used
the context by referring to Evolve's
strategy of mainly opening facilities in
city/town centres. The answer has a
simple conclusion which places it at the
top of level 3 – 6 marks.
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Question 5 (a)
Many candidates were able to link their answer to this question to either an increase in sales
or spending in a country, an increase in demand or a rise in GDP. Fewer candidates were
able to give a precise definition or mention a time period of a year. However, this was an
accessible question for most candidates.

Examiner Comments

This candidate has written a precise
definition – 2 marks.
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Examiner Comments

Some candidates simply repeated
the question and failed to use precise
economic terminology. Profits may
indeed rise, but this is not a measure
of economic growth, but rather,
business performance. 0 marks.
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Question 5 (b)
56% of candidates scored 1 mark on this question, demonstrating an understanding of the
factors that could result in falling demand for a product. However, a significant proportion
were unable to link their answer to the Chinese context or the housing market.

Examiner Comments

This candidate has given an example of an economic
variable that could lead to a fall in demand for
housing in China. As they have also developed
their answer and made reference to 'mortgage' the
answer is in context and scored 2 marks.

Examiner Comments

This is a simple answer. An increase in
price is correct, but there is no further
accurate development of this point such
as a cause or consequence. 1 mark.
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Question 5 (c)
Most candidates scored 2 marks on this question and were able to explain an appropriate
strategy that Chinese businesses could use to attract domestic customers. However, few
were able to achieve all three marks and many failed to apply the context. As with some of
the other questions on this paper, some candidates answered the question from the wrong
perspective and explained policies that the Chinese government could use.

Examiner Comments

This answer scored all 3 marks. There is sufficient
development of the way and the answer is in context
by referring to 'quality' – the case study explains how
Chinese products are often considered lower quality
than imports from parts of Europe.

Examiner Comments

This response has sufficient
information to justify 1 mark; 'cheap' or
'higher quality' being recognised.
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Question 5 (d)
This question is scored using a 2 x 4 mark split. Some candidates found the first part of
this question (advantages) more challenging than identifying the second (disadvantages).
Candidates were better equipped to explain the limitations of a government reducing trade
barriers than they were at explaining the benefits of removing them. Some candidates
showed secure understanding and appreciated how removing trade barriers may lead to
better trade relations with other countries.

Examiner Comments

The first part of this response is inaccurate as removing trade barriers
would not 'increase the amount government get in money'. However, the
second part is correct and the explanation is rewarded. 3 marks.
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Examiner Comments

The candidate has demonstrated good understanding of both the benefits and
limitations of trade barriers and applied this to the Chinese context. The second part
of the answer is in context by referring to Chinese consumers 'continuing' to import, so
the full 4 marks are awarded for the disadvantages. 7 marks are awarded in total.
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Question 6 (a)
In order to achieve both marks candidates had to define investment in terms of investing
for business growth/expansion as this is the context presented. The mean score on this
question was 0.63 suggesting that a significant proportion of candidates struggled to
provide a clear definition.

Examiner Comments

A precise definition of investment. 2 marks.

Question 6 (b)
For the second mark, candidates were required to provide an answer in context. Most
candidates were sufficiently able to outline the benefits in terms of business growth,
prosperity and profitability.

Examiner Comments

A basic response with no development
in context – 1 mark.

28
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Examiner Comments

'More tourists' accepted as context.
A point has been given with simple
development. 2 marks.
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Question 6 (c)
Those candidates that were able to access this question generally responded by either
explaining the role of self-regulation or the introduction of new legislation. Some candidates
misinterpreted the question to mean the regulation of tourists/immigration.

Examiner Comments

An example of a response where the
candidate has misinterpreted the question.

Examiner Comments

A relevant policy has been identified (self-regulation). The candidate
has then explained how this could work and the impact on the
public/tourists. As with Q6(b) 'tourists' is accepted as context, as the
candidate is referring to visitors to the UK and not the name of the
industry (mentioned in the stem). The answer was awarded 3 marks.

30
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Question 6 (d)
Many candidates stated that subsidies would reduce pollution but did not clearly state why.
The best answers made it clear that businesses would be presented with an incentive but
also that the success of the scheme would very much depend on the size of the subsidy
or the trade-off with the profitability associated with unenvironmental practices. Strong
answers were also able to offer an alternative approach that China could take to reduce
greenhouse gases.

Examiner Comments

A number of points have been made,
but the candidate has not really
explained how or why. The candidate
mentions alternative options but has
not really answered the question. 1
mark has been awarded.
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Examiner Comments

This is an accomplished answer. The candidate has understood the benefits
of offering businesses a subsidy, but has also clearly explained the limitations
and how introducing new legislation might be more effective. The conclusion
offers a decision and a justification based on the analysis. Level 3 – 7 marks.
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Question 7
Many candidates were unable to make the distinction between production and productivity.
Those that did mentioned output relative to some form of input per worker, machine, hours
etc.

Examiner Comments

An accurate definition with two parts.
'Output per worker' – 'over time period'.
2 marks.

The candidate has used business terminology, but has not defined productivity. 0 marks.

Examiner Comments

The candidate has used business
terminology, but has not defined
productivity. 0 marks.
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Question 8
Most candidates were able to interpret this question and give at least one alternative
decision, strategy or approach that Lego would have had to sacrifice when producing the
Lego Movie. Context was often awarded for words such as 'toys' or 'R&D' both taken from
the context.

Examiner Comments

This candidate has not demonstrated
an understanding of a trade-off. In their
answer they are referring to the risk of
creating the Lego Movie. 0 marks.

Examiner Comments

A relevant trade-off has been identified.
In this example, the candidate has then
gone on to outline the benefit that may
have been lost. 2 marks.
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Question 9
This questions requires candidates to discuss the reasons why profit is important to a
business such as Lego. To achieve the top marks there should be more than one reason and
some development of balance. For example, other measures or factors that are as/more
important than profit. The answer also requires a simple conclusion at the top of level 3.

Examiner Comments

This candidate offers two reasons why
profit is important for a business such
as Lego. The reasons are rooted in the
context. There is also balance. There is no
clear conclusion with a judgement. The
answer is scored at level 3 – 5 marks.
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Examiner Comments

This candidate offers one developed
reason in context. Top of level 1 – 2
marks.
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Question 10
Many candidates found this final question accessible and were able to explain how the
growth of Lego could lead to benefits for consumers. The mode for this question was 7
with an average of 4.94. The benefits were often explained in terms of increasing access
to Lego products, innovation leading to better products or the reduction of prices through
economies of scale. Limitations were often linked to the negative associations of monopoly
power. The best answers were able to apply the context of Lego to provide a balanced and
justified conclusion.
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Examiner Comments

This is a good answer. The candidate has clearly explained the benefits and potential
drawbacks of the growth of Lego from the perspective of consumers and there is logical
chains of development. They have also used the context throughout and the conclusion
is well-supported. The answer is level 3 – 9 marks. The candidate could have used the 'it
depends' rule or similar development such as a recommendation to achieve full marks.
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Examiner Comments

The candidate has explained two
benefits of the growth of Lego for
its consumers. There is sufficient
development to access Level 2, but not
sufficient detail of balancing points to
achieve the top of the level. 6 marks.
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:
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•

Shorter 'outline' questions require context. Although these questions require a shorter
response always attempt to give a response that is pertinent to the business, country or
context.

•

On 'explain' questions, provide at least two linked strands of development, such as
cause or consequences, and relate your answer to the context in questions 2-10.

•

Read the questions carefully, so that you produce an answer for what is being asked.
In particular, ensure the question is answered from the perspective of the relevant
stakeholder.

•

On the levelled response questions (discuss, analyse and evaluate), ensure your answers
are balanced. This means identifying the drawbacks or limitations of the issues being
discussed. Balance can also involve bringing in your own ideas e.g. an alternative
approach.

•

Try to be specific within your answers and try to avoid vague or generic statements such
as 'improve the business,' 'benefit the economy' or 'be more successful'.

•

Learn the definitions of business and economic terms from the specification.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this
link:
http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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