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Introduction  

The main aim of this booklet is to exemplify standards for those teaching Cambridge Pre-U, and to show 
how different levels of candidates’ performance relate to the subject’s curriculum and assessment 
objectives.  

Cambridge Pre-U is reported in three bands (Distinction, Merit and Pass) each divided into three grades (D1, 
D2, D3; M1, M2, M3; P1, P2, P3).

In this booklet a selection of candidate responses has been chosen, to illustrate the middle of each 
band (Distinction, Merit and Pass), as well as a few examples of the highest grade D1. Each response is 
accompanied by a brief commentary explaining the strengths and weaknesses of the answers. 

For ease of reference the following format for each paper of the subject has been adopted:

Question

Mark Scheme

Example Candidate 

Response

Examiner Comment

Each question is followed by an extract of the mark scheme used by Examiners.  This, in turn, is followed by 
examples of marked candidate responses, each with an examiner comment on performance. Comments are 
given to indicate where marks were awarded, why marks were lost, and how additional marks could have 
been obtained. In this way, it is possible to understand what candidates have done to gain their marks and 
what they still have to do to improve their grades.

Teachers are reminded that a full syllabus and other teacher support materials are available on www.cie.org.
uk.  For past papers and Examiner Reports please contact CIE on international@cie.org.uk.
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Components at a Glance  

Component Component Title Duration
Weighting

(%)
Type of Assessment

Paper 1 Business Concepts 2½ hours 35
Written paper, 

externally set and marked

Paper 2 Strategic Decisions 3 hours 40
Written paper, 

externally set and marked

Paper 3 Personal Investigation – 25
3000–3500 word report, 

internally set and externally marked
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Paper 1 
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Reduced profit margins
The 2009 downturn in the UK economy was one of the causes of the declining profitability of 
the company. Sales fell but so too did the net profit margin as the company had not made cuts 
in overheads to reflect reduced demand. The Chief Executive, Asif Noon, was being pushed by 
major shareholders to take quick action to reverse these trends. Asif delegated the HR Director 
with the task of devising a new structure for the organisation that would cut overheads – mainly 
management costs – by up to 25%. Last month, at a Board of Directors meeting, the HR Director 
proposed the following changes:
 •  Delayer the organisation by removing or re-employing in less significant roles 15 middle 

managers – 50% of the total.
 •  Break up the hierarchical structure to increase delegation at lower levels in each division 

of the business – home heating systems, commercial boilers and system installation 
department.

 •  Pass down, to each of these three divisions, authority for their own cost and revenue 
budgets. This would help the company identify the major cost and profit centres of the 
business so management decision making would be better informed.

Increasing competition
The technology behind gas boilers and radiators has not changed radically for years but market 
trends, driven by the price of gas, are changing. This is most noticeable in other EU countries like 
Germany where renewable energy has a high market share. Some EU based firms are entering 
the UK market with the latest solar energy and heat pump systems. This poses a long term 
threat to WarmIT’s position. At the recent Board meeting the Operations Director proposed a big 
increase in the company’s Research and Development budget. ‘This’, he said, ‘should be used 
to try to adapt solar power panels to operate with traditional radiators. These panels would not 
replace but supplement existing heating systems, possibly cutting fuel bills by 50%. Innovative 
products will be the only way to survive in a market shocked by oil and gas prices and squeezed 
by foreign competitors. Look at the figures I researched from our three potential German rivals. 
You can see that, compared to us, R & D seems to be effective.’

2009 R & D budget (Euro 
values converted into £ at 
31/09/09 exchange rate)

Number of patented 
innovations 2009

WarmIT £  2m   1

EuroHeat £23m 15

EuroSolar £34m 20

Enviroheat £26m   6

Table B: Research and development spending and numbers of innovations patented.

Managing changes
Asif wanted to prepare the company for rapid and significant changes in the next few years. 
He concluded the Board meeting by saying: ‘We have good staff-manager relationships and 
low labour turnover for a manufacturing business. However, we need people with vision and 
leadership qualities, prepared to accept challenges and come up with new ideas. Yet many of our 
staff, although loyal, still see a ‘them and us’ divide and their first allegiance is to the Trade Union 
not to the company. Leading and managing change will be my main priority – and that should 
satisfy our short-sighted investors!’
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Question 21

Mark Scheme

21 (a) 

W 87.5 = (88.75+86.25)/2
X 85 = (86.25 + 83.75 )/2
Y – 17.5 (70-87.5) OFR
Z – 5 (80-85) OFR

 (Results must have correct sign.)

 (b)  £81.7m (£84m–£2.3m)

 (c) 1 application mark
  1 analysis mark
  3 evaluation marks

   Uses: Helps with forward planning of promotion strategy, workforce planning, resource ordering etc. 
One application to this business e.g. boiler sales are seasonal.

   BUT: Only based on past results, downturn is occurring – how relevant are these past results?  
Changes in gas prices and consumer trends in heating market may render extrapolation from past 
results rather pointless.

General Comment

This question tests the candidate’s knowledge of the moving average sales forecasting method. Part (c) gave 
the candidates an opportunity to demonstrate an awareness of the limitations of this technique within the 
context of the business in the case study.
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Example Candidate Response – Distinction (D1)
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Examiner Comment

(a) Full marks awarded for correct results.
(b) One mark awarded for correct result.
(c) Full marks (5). This answer contains certain significant features that make it worthy of Distinction level (D1).
   The candidate starts by explaining the moving average method of sales forecasting.
  The answer quickly refers to the context of the case study by referring to WarmIt’s seasonal sales pattern 

and there are further references when considering both the rate of change of the company’s sales and 
the apparent cyclical effect in 2008/2009. 

  The candidate’s analysis of the difference between seasonal factors and cyclical factors is of a high 
standard.

  There is very good evaluation of the technique – especially the impact on sales forecasting using this 
method of unforeseen external events and the need to consider qualitative factors too.
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Example Candidate Response – Distinction
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Examiner Comment

(a) Full marks for correct results.
(b) No marks for incorrect result.
(c)  This answer was brief but contained some relevant points even though there was no definition or 

explanation of the moving average method. 
  There was no direct application to the case although the reference to “oil price spike” could have been 

developed, in the context of the business in the case, to gain an application mark. The answer did explain 
one use of sales forecasts and was awarded a mark for analysis.

  There was an attempt at evaluation and this gained 2 out of 3 marks for this skill. Further marks would 
have been gained by clearer application and evaluation of the technique by referring to the results gained 
and their potential usefulness in more detail. 3/5 marks

Example Candidate Response – Merit
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Examiner Comment

(a) Full marks for correct results.
(b) Not attempted.
(c)   This very brief answer contained very little understanding. Marks were awarded for some recognition 

that it is only effective when markets are stable – and the reference to 2009 downturn which was 
mentioned in the case study. To gain further marks this answer needed: Clearer understanding of the 
technique; more detailed explanation of how sales forecasts can be used and a more detailed discussion 
of the limitations of a technique that is based on past time series data. 2/5 marks
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Example Candidate Response – Pass

Examiner Comment

(a) Two correct results and two incorrect results.
(b) One mark for correct result.
(c)  This is a weak answer as there is no evaluation of the technique. The candidate does not define or 

explain the moving average technique. There are two references to the potential uses of sales forecasts 
and these were awarded the 1 mark available for analysis. The reference to higher sales in the 3rd 
quarter is worthy of an application mark. There is no attempt to judge the limitations of this technique. 
2/5 marks
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Question 22

Mark Scheme

Knowledge 1 mark Application 3 marks Analysis 3 marks Evaluation 3 marks
Level 2 3 marks

More than one 
point applied to 
case

3 marks
Relevant reasoning
or theory used to 
explain answer

3 marks
Good judgement 
shown of the 
impact of R and 
D spending on 
competitiveness 
and/or other factors 
being important too

Level 1 1 mark
Some knowledge of 
R and D shown

2–1 marks
Application of one 
point to case e.g. 
use of Table B

2–1 marks
Limited reasoning 
shown

2–1 marks
Limited evaluation 
of usefulness

• R and D is the scientifi c research and technical development of new products and processes.
• Can lead to USP, patents, ability to raise prices, lower production costs (process innovations) and entry 

to new market segments – these should be applied to heating/renewable energies and this business.
• Table B shows some link between R and D spending and patents BUT not for Enviroheat.
• Evaluation could include that R and D does not always lead to inventions, that these may not result 

in successful innovative products anyway and that the number of patents is less important than their 
signifi cance.

• Other factors affecting competitiveness include exchange rates, labour productivity, material costs.

General Comment

This question tests the candidate’s knowledge of what research and development is and how it can create 
opportunities for businesses to achieve product differentiation. In addition, the Table B data shows some 
correlation between R and D spending and the number of patented innovations – but this was not perfect, 
and candidates were expected to use this as a starting point to evaluate whether R and D spending is 
always effective or well spent.
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Example Candidate Response – Distinction (D1)
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Examiner Comment

The first paragraph defines and explains R and D very effectively. There is recognition of a possible 
correlation between R and D spending and innovations patented – but the apparent breakdown of this 
relationship with one of the businesses is also identified.
The answer analyses, from the data given, that R and D spending involves risk – and suggests, evaluatively, 
that increasing spending on R and D will not necessarily ensure success. There is a clear reference to the 
potential link between R and D and product differentiation and this is good analysis.
There is frequent evaluation throughout the answer but the conclusion is particularly noteworthy as the 
candidate makes a judgement that an alternative strategy to product differentiation could be adopted – that 
of cost leadership. 10/10

Example Candidate Response – Distinction
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Examiner Comment

This answer has many of the features expected of a response at Distinction level. Understanding is clearly shown by 
the initial definition. Application marks are gained by relevant use of case study information.
The data in Table B is accurately referred to and there is recognition that WarmIt will not be able to match these levels 
of R and D spending immediately – this is good evaluation. The funding issue is also discussed in context.
The answer could have been further improved to D2 level by a more detailed analysis of the potential 
benefits of differentiated products and the judgement that R and D spending is risky and may prove to be 
ineffective – as shown by some data in Table B.  8/10
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Example Candidate Response – Merit

Examiner Comment

This answer is quite brief but it does contain key assessment skills. It would have benefited from a clear 
definition and explanation of the R and D process in the first paragraph. Table B is used quite effectively but 
the exception of Enviroheat is not discussed. 
The potential impact of successful R and D spending is analysed briefly in terms of “new ways” being more 
profitable – although the explanation of this is rather confused. Evaluation is confined to “they may not find 
new ways” but, as the previous answers have indicated, there is scope for considerably more judgement 
than this.  6/10
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Example Candidate Response – Pass

Examiner Comment

This answer contains some points worthy of credit but it is not well focused on the business in the case 
study. For example, no use was made of the important data contained in Table B. The candidate starts with a 
definition – albeit of the R and D department rather than the process, but this is acceptable.
There is very limited application and if Table B had been analysed in detail it would have given the candidate 
a good route for evaluative comment too. The case study questions are expected to lead to answers that are 
applied to the case study business – not businesses in non-related industries. Candidates are expected to 
bring in their own examples when writing the essay answer in Section C of the paper.
Evaluation in this answer is very limited with just some recognition that the cost of R and D spending should 
be controlled. 5/10
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Question 23

Mark Scheme

K 1 mark AO1 App 3 marks AO2 An 3 marks AO3 E 3 marks AO4
Level 2 3 marks

Points made are 
well applied to case

3 marks
Relevant reasoning
or theory used to 
explain answer

3 marks
Good judgement 
shown of the 
importance and/or 
potential limitations 
of this budgetary 
system

Level 1 1 mark
Some knowledge 
of budgeting or 
benefi t of

2–1 marks
Some application 
of points to case 
e.g. the creation of 
separate divisional 
profi t centres

2–1 marks
Limited reasoning 
shown

2–1 marks
Limited evaluation 
of usefulness

• Budgetary system allocates fi nancial targets and plans – allows the use of variance analysis.
• Separate divisions will become profi t/contribution centres – allows analysis of best performing divisions.
• Budgets will set targets and this should be motivating and lead to appropriate allocation of resources.
• Variance analysis will allow recognition of main reasons why actual performance varies from budget and 

could inform management decisions.

BUT
• How are budgets to be set – with involvement of staff who have to carry them out or by a centralised 

system with no involvement?
• They might be set too ambitiously in which case they may demotivate.
• How will overhead costs be allocated to the 3 divisions?  Will only direct costs be included in budgets?
• Will staff be adequately trained in the setting and operation of the budgetary system?

General Comment

This question examines the candidate’s knowledge of budgetary systems, especially those adopting 
delegated budgeting. It was expected that answers would be applied to the problems faced by this business 
and the analysis of delegated budgeting was expected to be focused on how it might help to address these 
problems. Evaluation was likely to be in the form of the limitations of delegated budgeting, applied to this 
business.
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Example Candidate Response – Distinction (D1)
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Examiner Comment

This answer starts with an explanation of budgetary systems. There is application to the three departments 
referred to in the case study business. The recognition that WarmIt’s profits are falling and the usefulness of 
being able to identify which departments were contributing most to this is well explained.
The candidate is clearly aware of the motivational benefits and greater budgeting accuracy that could both 
result from the budgetary system proposed by the HR Director.
The answer contains effective evaluation too – giving opposing arguments to those that have already been 
put forward in favour of the budgetary system. The candidate makes good use of Business and Management 
theory regarding motivation, cost and profit centres and there is an effective final conclusion. 10/10

Example Candidate Response – Distinction
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Examiner Comment

This answer demonstrates that the candidate had a good grasp of the principles of budgeting and budgetary 
systems. There is less strong application and evaluation compared to answers that reached Distinction D1 level.
The answer starts with a strong definition and the second paragraph is a well explained analaysis of the 
potential benefits of budgets and budgetary systems. The third paragraph shows insight but is not applied in 
any way.
The final two paragraphs show a mature attempt to link the setting of budgets with the proposal to reduce 
management numbers. There was scope for more detailed application of the benefits and limitations of 
budgetary systems to WarmIT and for more balance in the answer. 8/10
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Example Candidate Response – Merit
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Examiner Comment

The candidate demonstrates a good understanding of budgeting – although the answer does not start with a 
clear definition, which is always the recommended way to commence a response at this level. The potential 
benefits and limitations of delegating the budgetary process are well explained – but in isolation to the 
business in the case study.
There is weak application only – and this limits the impact that the candidate’s attempt at evaluation has. It 
is always more effective to show judgement about a business technique or decision when discussed in the 
context of the case study business. 6/10
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Example Candidate Response – Pass
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Examiner Comment

This answer demonstrates a clear understanding of methods of budgeting – zero based and historical based 
budgeting, for example. The response is not so well directed towards the issue of a budgetary system for 
each of the three divisions and the potential for some delegation in the budgetary system – which was the 
focus of the question set.
There is a brief explanation of the problem of allocating costs to individual divisions but this is more of a 
cost allocation rather than a budgetary issue. The candidate does recognize the relevance of a divisional 
budgetary system in a business that is attempting to cut costs.
The answer could have been improved by further application to the problems faced by this business, a 
more detailed explanation of how a divided and delegated budgetary system might offer benefits and the 
limitations of this approach. 5/10

Question 24

Mark Scheme

Knowledge 1 mark 
AO1

Application 3 marks 
AO2

Analysis 3 marks 
AO3

Evaluation 3 marks 
AO4

Level 2 3 marks
Points made are well 
applied to case

3 marks
Relevant reasoning
or theory used to 
explain answer

3 marks
Good judgement 
shown of the different 
approaches to change 
management

Level 1 1 mark
Some knowledge of 
change management 
shown

2–1 marks
Some application of 
points to case e.g. the 
need to prepare long 
established staff for 
change

2–1 marks
Limited reasoning 
shown

2–1 marks
Limited evaluation of 
change management 
methods

• Distinction could be made between managing and leading change – latter much more signifi cant in this 
case.

• Need to explain causes of and reasons for change.
• Explain how people will be affected and what the business intends to do to reduce impact.
• Need to go through Trade Union? Is it a single union business? Can the Trade Union be brought in to 

assist in the change process if the long term benefi ts and consequences of it are explained?
• Need to communicate to all staff that change offers opportunities as well as shorter term threats – and 

that failure to change has more defi nite long term threats.
• Could just introduce changes and do not worry about staff reaction – time to replace some long serving 

staff? Chances of industrial action could be remote.
• Is this management team able to lead change? They seemed to be very slow to respond to the economic 

downturn.
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General Comment

This question examines the candidate’s understanding of how substantial change within an organization 
can lead to resistance, reducing the chances of it being introduced effectively. The different approaches to 
introducing, leading and managing change could then be discussed and evaluated.

Example Candidate Response – Distinction (D1)
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Examiner Comment

This answer has an excellent introduction that indicates that the candidate has really understood the 
“management of change” topic in the syllabus. The response is fully rooted in the context of the case study 
business.
There is effective use of Business and Management theory and concepts to support the analysis made. The 
final two paragraphs demonstrate mature evaluation and a better answer could not be expected of an 18 
year old student in the time allocation of around 15 minutes. 10/10

Example Candidate Response – Distinction 
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Examiner Comment

This answer begins with an appropriate example of change drawn from the case. The section that explains 
the use of Kaizen groups to improve communication to facilitate change is analytical.
There is effective use of the Trade Union references in the case study and some understanding of how 
the Trade Union might be involved in the change process. There is some attempt to make a judgement. 
However, this answer could have been further improved by a clearer focus on the changes likely to occur 
within this business and a discussion of the other ways to introduce and manage change with a judgement 
made regarding the “best” approach in this case. 8/10
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Example Candidate Response – Merit
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Examiner Comment

This answer is not very well focused on change management and the ways to overcome resistance to 
change. The candidate suggests that motivational techniques should be used and while these may have a 
role to play during periods of significant change they are not the “answer” to all HR related problems.
There is some content worthy of credit – for example, the discussion of consultative management style is 
both accurate and appropriate.
The answer could have been improved by a clearer focus on the case and the problems of change that the 
business is facing. In addition there is scope for much clearer evaluation of the techniques and approaches 
that could be adopted to achieve effective change and reduce staff resistance to it. 6/10
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Example Candidate Response – Pass

Examiner Comment

This very brief answer is poorly applied to the case – the only reference to it being the suggestion that one 
division of WarmIt could be used to test the proposed changes.
There is little attempt to discuss the issues involved in the management of change.
The content that is worthy of credit outlined the role of quality circles and “informing them at every stage”. 
These points could have been further developed and there is considerable scope for further analysis of these 
and other points using the theories and concepts of the subject.
There is a brief evaluation that related to the “one division first” suggestion which is appropriate and logically 
follows from this suggestion. 5/10
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Mark Scheme

Knowledge 6 marks 
AO1

Application 10 marks 
AO2

Analysis 12 marks 
AO3

Evaluation 12 marks 
AO4

Level 3 10–7 marks
Excellent application 
of most points to 
selected businesses

12–8 marks
Extensive reasoning 
and use of theory to 
explain arguments

12–8 marks
Extensive judgement 
in answer and 
conclusion

Level 2 6–4 marks
Good knowledge 
shown

6–4 marks
Points well applied to 
selected businesses

7–4 marks
Good reasoning/use 
of theory to explain 
answer

7–4 marks
Good judgement 
shown in answer 
and conclusion or 
excellent judgement in 
answer or conclusion

Level 1 3–1 marks
Some knowledge 
shown

3–1 marks
Some application of 
points

3–1 marks
Some reasoning/use 
of theory to explain 
answer

3–1 marks
Some judgement 
shown in answer or 
conclusion
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Question 26

Mark Scheme

• Outline of what is meant by emerging economies and some sense of scale provided.
• Opportunities:

• Inward investment
• Outward investment
• Outsourcing
• Cheap supplies of imports – helps keep CPI low
• Rapidly growing markets
• Joint ventures

• Threats:
• Cheap labour products make UK goods/services uncompetitive
• Huge demand for commodities drives up prices
• Sovereign funds take over UK companies
• B of P defi cit

Judgement: 
• Depends on type of industry/product – examples needed
• Ability to respond to change and opportunities

General Comment

Examiners expected candidates to be able to recognize that one feature of globalization has been the growth 
of the newly developing or emerging economies such as China and India. The impact of these economies on 
UK business takes several forms including: opportunities for outsourcing; opportunities for expansion into 
these markets; threats to existing markets from cheaper imports from these countries; increasing levels of 
integration with businesses from emerging economies.
The impact on any one business would depend on, for example,: its level of competitiveness; the type of 
product it deals in and type of market it operates in.
Some weighing up of the potential threats against potential opportunities would be a good example of 
evaluation.
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Example Candidate Response – Distinction (D1)
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Examiner Comment

This is a very comprehensive answer to a very important Business and Management question. The response 
contains key features that allow it to gain a Distinction D1 mark.
The candidate starts with a correct explanation of globalization. There are many relevant and appropriate 
examples of businesses used to support the answer.
A wide range of factors – both opportunities and threats – is identified and explained. These include the 
more obvious, such as Dyson moving production to gain from lower production costs to the less obvious, 
the use of sovereign funds from China to invest in or take over UK businesses.
There are examples of evaluation throughout the answer. For example, the likelihood of success for businesses 
such as Tesco and Vodafone is discussed in terms of how effective they are at achieving differentiation and the 
importance of investing at the right time - “while the economies of China and India are still rapidly growing”.
The final conclusion and evaluation is also of a high standard as the candidate attempts to balance and 
compare opportunities and threats and makes a judgement that the immediate opportunities outweigh the 
potential threats. This is a wide ranging and well balanced answer. 33/40
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Example Candidate Response – Distinction
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Examiner Comment

This has similar strengths as the previous answer but it is less wide ranging in its scope. There was no 
discussion of the threats posed by lower import prices from emerging market economies nor was there any 
recognition of the rising risk of UK business takeovers by investment funds from these nations.
Examples used are relevant and well explained. It is recommended that candidates always attempt to make 
clear references to at least two businesses in their essay answers.
There is good balance in the arguments used – both positive and negative issues are explained. Evaluation is 
frequent and of a high standard, especially the references to the different impact on profits between the short 
and long run and the attempt to judge between the relative importance of the threats and the opportunities. 30/40
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Example Candidate Response – Merit
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Examiner Comment

This candidate makes a good attempt to apply the points made to actual business examples. The answer is 
quite narrowly focused, concentrating mainly on UK businesses operating in emerging market economies. 
There is scope to consider the impact of cheap competing products from these nations and the potential for 
takeovers from the investment funds controlled by businesses in these economies.
There is an attempt to show judgement when suggesting that the opportunities were long term and 
the threats – or, rather, the limitations of operating abroad – were essentially short-term problems. A 
consideration of a wider range of issues would have allowed this answer to gain substantially higher marks.
23/40
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Example Candidate Response – Pass
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Examiner Comment

This answer contains some relevant points but it is rather one-sided in its approach, the potential threats 
are hardly touched on and there are rather weak references to actual businesses. There is sufficient 
understanding of some of the issues to gain marks at Pass standard, however. For example, the references 
to lower labour costs, large potential working populations and low barriers to entry.
Examiners expected a wider range of business examples with more detail about the reasons for operating 
abroad. The threats of foreign takeovers or increased competition from businesses based in these countries 
are not considered so the answer is incomplete and narrowly focused. 19/40
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Question 27

Mark Scheme

• Location issues are strategic decisions that must be taken at a senior level and are diffi cult to reverse.
Case FOR:
• Lower labour costs
• Less restrictive legislation
• Faster expanding overseas markets – better to locate closer to these?
• Cheaper land costs
• Lower corporation tax rates than e.g. Poland and Eire.
Case AGAINST:
• Cost of relocation and upheaval
• Redundancy costs
• Failure of social responsibility – pressure group and consumer reaction to this?
• Charges of potential exploitation of labour or of natural resources of countries with weaker controls
• Balanced judgement required based on recent examples e.g. Dyson, Burberry’s.

Judgement: Balance of advantages against disadvantages; may depend on type of business and importance 
of cost savings against quality or customer service.

General Comment

This question aims to encourage discussion about the impact on a UK business – and its stakeholders – of 
a decision to moves some of its operations abroad. There is much scope for using recent relevant industrial 
examples. A well developed answer would be likely to consider more than just profits but also assess the 
impact on customers (quality of product/service); existing employees (redundancy or relocation); suppliers 
(potential loss of contracts) and other stakeholder groups. 
The overall case for relocation would depend on the weighing up of a number of factors but good evaluation 
would consider that such relocation is a more effective strategy for some businesses than others.
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Example Candidate Response – Distinction
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Examiner Comment

This is a detailed answer displaying the skills expected by examiners from a candidate awarded a Distinction 
mark. The main issue that, if it had been addressed, would have brought the answer to D1 level, is the 
candidate’s assumption right from the outset that the question was only concerned with outsourcing.
This limits the range of business examples and business decisions that are discussed and evaluated. 
Operations abroad could have included taking over an existing foreign company, setting up a factory 
overseas (and possibly closing a UK based one) or setting up retailing operations in other countries. 29/40
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Example Candidate Response – Merit
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Examiner Comment

This answer has several features of a response above Merit standard but it was let down by the weak 
application to actual business examples. As referred to above, the relevant use of actual business case 
studies drawn from the candidate’s own experience should be a key feature of all essay answers on Paper 1.
This answer displays sound knowledge of a range of issues that UK based firms should consider before 
relocating abroad. Some of these are analysed in depth – such as the issues of quality and staff training costs.
Evaluation is relevant and quite effective. It is appropriate that the final paragraph started with the view that 
the final decision on whether to relocate depends on many factors, including the firm’s products and size. 
The suggestion that the business should undertake research before making the decision is an obvious – but 
often overlooked – consideration. 25/40
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Example Candidate Response – Pass
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Examiner Comment

This answer gained just above the mid-level Pass mark. There is recognition of some important issues – such 
as labour costs and problems and costs of relocating existing staff (if this were to be attempted).
Application is rather thin – although the Wal-Mart example is not manufacturing (this was allowed by 
examiners) the fact is that this is an example of a US based company integrating with a UK based one. The 
assertion that labour costs are low in Japan is also questionable.
The analytical reference to Ansoff is relevant but could have been further developed in terms of the degree 
of risk involved in this strategy.
Evaluation is limited to the final paragraph. The potential for conflicting interests between customers and 
workers is interesting but the overall impact on business success and profitably might also have been 
assessed. 20/40
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Question 28

Mark Scheme

• Explain management and leadership and distinction between them.

• Explain styles of leadership – give business examples of them in operation.

• Discuss how different leadership styles can have a negative/positive impact on business development 
and success – examples needed to support assertions made.

• Other factors that can affect success apart from or despite leadership style must also be discussed 
e.g. product innovation, customer service, economic environment, legal environment etc.

• BUT the response of the business to these other factors could also depend on the leadership style 
used e.g. a democratic style will encourage new product ideas and reduce resistance to change, both 
of which are crucial to success. So perhaps leadership style IS a very important factor in success? 
Other interpretations are, of course, possible.

General Comment

The main purpose of this question is to examine the candidate’s ability to discuss the role of leadership 
in achieving business success. There is not expected to be a “right” answer to this question. Different 
approaches could be taken to consider this issue and the arguments used would depend heavily on the 
business examples used. Is leadership style the most important factor determining business success or are 
other factors – such as external forces – likely to be more significant? This question gives scope for a wide 
ranging discussion but it proves to be much less popular than Q26 and Q27.

Example Candidate Response – Distinction
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Examiner Comment

This candidate adopts a wide ranging approach to answering the question as is demonstrated by the final 
sentence in which it is claimed that leadership styles can influence so many aspects of business strategy 
and policy. The candidate tends to assume that the reader knows what is meant by “leadership style” and 
there is no discussion of different theoretical leadership styles. If this were effectively incorporated into the 
answer then higher marks for analysis would be likely.
Good application using three business examples help to support the arguments used by the candidate.
Judgement is evident in several sections of the answer but this could be demonstrated even more 
effectively by returning to the original question and assessing clearly what factors determine those situations 
in which leadership styles have more (or less) impact on success than is “generally thought” to be the case.
29/40

Example Candidate Response – Pass
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Examiner Comment

This brief answer does contain some relevant points which, if developed further, could have taken the 
answer into a higher grade band. There are references to different leadership styles and McGregor’s theory 
is applied.
Arguments are used to support or deny the central suggestion that leadership styles are less important than 
is thought to be the case. But these arguments are rather confused.
The final evaluation, in the final paragraph, is interesting and it would appear from much of what is written 
here that Branson’s leadership style has been very influential in success – yet this seems to be denied in the 
final sentence.
Further examples together with deeper analysis of how leadership can influence motivation levels, 
communication methods, decision making methods and strategic direction would have added considerably 
to the quality of this answer. 19/40
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Paper 2  Case Study 

BT Group (BT)

Introduction

BT Group is a British telecommunications company that was privatised in 1984. It serves 
customers in 170 countries around the world. The company has a market capitalisation of £5747m 
and is a member of the FT 100 index (largest 100 companies in the UK by market capitalisation). 
BT provides many products and services including local, national and international telecoms 
services and infrastructure such as Internet access, fixed line telephone services and information 
technology products and consultancy.

It is February 2009. BT currently commands approximately three-quarters of the UK fixed line 
residential telephone market and is also the UK’s most popular broadband Internet provider. To 
give some indication of the market penetration of BT, consider that approximately one million 
businesses rely on the company worldwide and this includes 65% of all FT 100 companies.

BT has 4 key areas of business. These are:

BT Retail (BTR) – this is a major force in the UK communications market. It employs 
over 18 000 people and has 18.3 million customers. It predominantly serves the UK 
household market and offers products such as BT Talk Together and BT Broadband.

BT Wholesale (BTW) – this gives businesses access to BT’s telecoms infrastructure. 
It brings economies of scale to over 700 communication companies. This division runs 
BT’s networks and provides network services and solutions to other communications 
companies. This area of business handles more than 300 million calls every day and 
350 million Internet connections every month for more than 600 customers. 

BT Openreach (BTO) – this area of the company is responsible for keeping customers 
connected to their local telephone exchange. Openreach is not a communications 
retailer. It does not deal with residential and business customers. It only deals with 
communication providers.

BT Global Services (BTGS) – this division serves companies and government 
organisations in the UK and around the world, providing high-performance managed 
networked information technology services. It employs around 30 000 people in 50 
countries and delivers services in nearly 200 countries.

In 2008, Ian Livingston the Chief Executive of BT identified three key priorities for the company:

 1 Accelerate the focus on customer service.
 2 Expand BT’s operations in international markets.
 3 Increase the speed at which BT reacts to and anticipates market changes.

Challenges facing BT

BT has already announced that it is to reduce its total global workforce from 160 000 at the end of 
2008 to approximately 150 000 or less by mid 2009. The company stated that the job losses were 
not a ‘direct result’ of the economic downturn. Ian Livingston said that the job cuts were ‘a reflection 
of the fact we have to become leaner’. In the UK the unemployment rate has soared to over 
2 million (6.5%) for the first time since 1997 and some analysts feel it could peak at approximately 
3 million people unemployed.

5

10

15

20



Cambridge Pre-U Example Candidate Responses

www.cie.org.uk/cambridgepreu 85

Cambridge Pre-U Example Candidate Responses

The reduced labour costs could be seen as part of a broader cost reduction strategy. BT aims 
to reduce its costs by approximately 7% by the end of 2009. It plans to do this through labour 
force reductions and reduced overtime, improved network reliability, increased automation in fault 
handling and general overhead savings.

Another area of concern for BT is its pension fund deficit. This currently stands at £2.4bn. The 
company is paying in an extra £280m a year to pay off the deficit. In April 2010 the company hopes 
to save £100m in pension contributions per year when it adopts radical changes to its final salary 
pension scheme. This change will reduce the pension entitlements of 65 000 employees. The final 
salary scheme was closed to new joiners after 2001. In addition to this policy, some employees 
will need to make larger pension contributions, and the standard retirement age will rise from 60 
to 65 years old. The policy to amend or stop the final salary scheme is not unusual for large UK 
companies as these schemes are very expensive. Additionally, the deficit on the pension fund has 
been increased by record low interest rates and falling global stock markets. 

The telecoms market is very competitive and BT faces competition from fast growing rivals such 
as BSkyB and the Carphone Warehouse TalkTalk package. It is becoming increasingly popular for 
customers to purchase a bundle of products from one provider. This usually includes phone line 
rental, broadband, satellite television access and various other products. BT has found it difficult 
to penetrate the digital media market with its product called BT Vision. The company is hoping to 
partially insulate itself from price competition by concentrating on customer service and increased 
marketing efforts but the present climate of economic recession is making some customers far 
more price sensitive and BT is already engaging in some price discounting. The level of competition 
has increased with the proliferation of comparison websites that allow consumers to compare the 
price and features of rival providers.

In the broadband market BT offers 3 options, ranging from the entry level Option 1 to the premium 
Option 3. The different packages represent different download allowances, connection speeds 
and additional features such as anti-virus software. This segmentation is also used in the landline 
telephone market where 3 differentiated products are also offered.

The worldwide nature of the current economic crisis has particularly hurt BT’s Global Services 
Division (BTGS). The recent financial results of this division were described as ‘particularly 
disappointing’ by the Chief Executive and the head of the BTGS division resigned as a result. 
This division has been hindered by the sustained and widespread nature of the current economic 
slowdown and a failure to fully implement cost saving measures. Global Services has 17 major 
contracts and 2 have performed very badly with major cost overruns. One of the very poor results 
came from BT’s contract with the National Health Service (NHS) in the UK.

Two profits warnings have been issued by BT in response to the poor performance of BTGS and 
this has had a major impact on the share price. Additionally, stock markets in general have been 
in decline since the beginning of the sub-prime induced credit crunch. In line with this, a number 
of share analysts have re-rated BT shares. Cazenove reported that ‘given current stock market 
conditions, sentiment towards BT is likely to remain depressed for some time’. Other analysts 
have suggested that the BT dividend yield is also under threat. (Dividend per share: 2008: 15.8p, 
2007: 15.1p, 2006: 11.9p.)
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Opportunities for BT

The outlook for BT is not all doom and gloom. The performance of the divisions (excluding BTGS) 
has been ahead of expectations. Indeed the other three divisions delivered the best year-on-year 
profit growth for five years.

Additionally, the BT brand was recently awarded a ‘Trusted Brand’ accolade by Reader’s Digest 
magazine. BT has the largest market share in the UK fixed line telephone and broadband Internet 
markets (broadband market share 35%). The company is winning back customers who had 
transferred to other companies because BT has become far more price competitive and is seen to 
offer a more reliable service with better customer support.

50

75

100

125

150

175

200

225

250

275

300

325

15
Ju

l0
4

5O
ct

04

23
D

ec
04

17
M

ar
05

10
Ju

n0
5

31
A

ug
05

18
N

ov
05

10
F

eb
06

5M
ay

06

26
Ju

l0
6

16
O

ct
06

8J
an

07

28
M

ar
07

21
Ju

n0
7

11
S

ep
07

29
N

ov
07

21
F

eb
08

15
M

ay
08

5A
ug

08

24
O

ct
08

16
Ja

n0
9

Figure 1: BT share price in pence (5 years).

BT has also managed to secure a minimum 10% return on its network that is used by competing 
telecoms firms. This ruling by Ofcom (the national telecoms regulator) is certainly welcome news 
for BT.

The company is also committed to implementing its superfast fibre optic broadband in many areas 
of the UK. Ofcom considers this a potentially risky strategy requiring large set-up costs and will 
allow BT to set its own reasonable rate of return on this product.

The future of this former state owned monopoly seems uncertain. If the company can survive 
this major economic downturn it will emerge leaner and more customer focused than at any time 
in its history. Many challenges still remain and it will be a stern test of the leadership skills of Ian 
Livingston and his Board of Directors.
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Year Advertising spend £m Sales change
(on previous year)

2006 £56m +8%

2007 £64m +12%

2008 £71m +8%

2009 – –

Table 1: Advertising spend on BT Broadband Option 1

Product Average income 
2008

Average income 
2009 (forecast)

Estimated change in 
quantity demanded

BT Broadband 
Option 1

£31 000 £30 320 +3%

Table 2: Average gross income of BT Broadband Option 1 customers
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 2008 2007
 £m £m

Fixed assets
Investments in subsidiary undertakings 10 182 10 064

Total fixed assets 10 182 10 064

Current assets
Debtors    996    137
Cash at bank and in hand     16     17

Total current assets  1 012    154

Creditors: amounts falling due within one year    184     40

Net current assets    828    114

Total assets less current liabilities 11 010 10 178

Capital and reserves
Called up share capital    420    432
Share premium account     62     31
Capital redemption reserve     15      2
Treasury shares reserve  (1 843)   (884)
Profit and loss account 12 356 10 597

Total equity shareholders’ funds 11 010 10 178

Table 3: Extract from BT Group plc Balance Sheet as at end of financial year 2008

 2008 2007
 £m £m

Revenue 21 011.8 20 396.6
Cost of Goods Sold  4 633.7 10 631.5
Gross Profit 16 378.1  9 765.1
Overheads 11 133.4  4 336.7
Depreciation  2 888.8  2 911.1
Operating Income  2 355.9  2 517.3

Table 4: Extract from BT Group plc Income Statement as at end of financial year 2008
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Section 1
Question 1

Mark Scheme

Table 1: Advertising spend on BT Broadband Option 1

Year Advertising spend £m Sales change (on previous year)
2006 £56 m +8 %
2007 £64 m +12 %
2008 £71 m +8 %
2009 – –

Sales change +8 %
Change in advertising spend 7/64 × 100 = 10.94 %  (1)
Formula: % change in demand (sales)/ % change in advertising  (1)
= 8/10.94  (2)
= 0.73  (3 marks for correct answer)

Example Candidate Response – Distinction

Examiner Comment

This question requires the calculation of the advertising elasticity of demand. The candidate has clearly set 
out the answer and shown the formula and working. This is best practice and should be encouraged. The 
candidate achieved the correct response and accordingly all 3 marks are awarded. Candidates can achieve 
part marks for showing the correct steps followed to achieve their answer and they should do this. Answers 
that are written to two decimal places (rounded) are to be encouraged.
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Example Candidate Response – Pass

Examiner Comment

This answer correctly identifies the formula. This is awarded one mark. No other credit can be given. The 
candidate should show all working as part marks are available. 

Mark Scheme

Table 2: Average gross income of BT Broadband Option 1 customers

Product Average income 
2008

Average income 
2009 (forecast)

Estimated change in 
quantity demanded

BT Broadband 
Options 1

£31,000 £30,320 +3 %

Estimated change in quantity demanded = +3 %
Percentage change in income = -680 / 31,000 x 100 = -2.19 %  (1)
Formula: % change demand/ % change in income  (1)
= 3 / -2.19  (2)
= -1.37  (3 marks for correct answer*)
* If the minus sign is not present in the answer the maximum mark should be 2 marks.

Example Candidate Response – Merit



Cambridge Pre-U Example Candidate Responses

www.cie.org.uk/cambridgepreu 91

Cambridge Pre-U Example Candidate Responses

Examiner Comment

This question requires the calculation of the income elasticity of demand. As in Q1 (a) candidates should 
show the formula and all working. This candidate achieved this but failed to include the (-) sign before the 
answer. This is crucial for income elasticity of demand as it shows the product is inferior. Accordingly the 
candidate was awarded 2 of the 3 marks available. 

Mark Scheme

Knowledge AO1
2 marks

Application AO2
4 marks

Level 2 2 marks
Candidate shows clear knowledge of 
the elasticity concepts and values.

4–3 marks
Candidate clearly applies both elasticity 
values using clear case context.

Level 1 1 mark
Candidate shows some knowledge of 
the advertising and income elasticity 
concepts.

2–1 marks
Candidate includes some application of 
elasticity to the case context.

Advertising elasticity (AED)
• Defi nition of AED. 
• Formula for AED.
• AED is inelastic.
• Numerical interpretation: 10 % increase in advertising spend leads to a 7.3 % increase in quantity 

demanded.
• AED diagram may be used.
• Advertising expenditure by BT may need to be reviewed or BT may need to change its advertising 

strategy.
• ARA
Income elasticity of demand (YED)
• Defi nition of YED.
• Formula for YED.
• Elasticity values suggest BT Broadband Option 1 is an inferior good (-1.37).
• If income falls 1 % then quantity demanded rises by 1.37 % (elastic).
• YED diagram may be used
• BT Broadband Option 1 is the basic package and is an inferior good so in an economic slowdown 

customers may choose this option.
• BT should plan for continued demand during the economic downturn and ensure suffi cient supplies of 

components and support for Option 1.
• The case data for income and change in demand are estimates/forecasts.
• ARA
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Example Candidate Response – Distinction
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Examiner Comment

The key to a successful answer for this question is to show excellent knowledge and interpretation of the 
elasticity values and then suggest how the data could inform BT’s strategic direction. In the first paragraph 
the candidate shows relatively clear awareness of the meaning of the values. The candidate does not show 
the income elasticity value as negative but the interpretation is correct. The answer could have been further 
improved by a concise definition of the elasticity concepts. In the second paragraph the candidate attempts 
to comment on the significance of the elasticity values with regard to the strategic direction of the company. 
The use of relevant case data to support a point is to be commended. The candidate does make an error with 
the advertising elasticity and refers to it as elastic when in fact it is inelastic but the explanation shows that 
the candidate is aware of the meaning of the coefficient. The candidate correctly suggests that the advertising 
budget could be vulnerable to cuts given the objectives of the company. The answer also reviews income 
elasticity and suggests that a prolonged recession could be good for this particular product. The answer could 
have been further improved by suggesting how the business direction could be influenced by this knowledge.

Example Candidate Response – Pass
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Examiner Comment

The candidate has clearly struggled with this question. The ideas are very confused and the candidate shows 
a lack of basic knowledge of the concepts. The candidate does manage to get knowledge marks due to the 
application of OFR. The candidate has attempted the answer and this is to be encouraged because they have 
managed to accumulate some of the marks on offer. Section 1 of paper 2 is likely to feature quantitative 
analysis and candidates should devote a suitable amount of revision to this area. 

Mark Scheme

Knowledge AO1
2 marks

Application AO2
5 marks

Analysis AO3
6 marks

Level 3
5 marks
Candidate fully engages with 
the case context.

6–5 marks
Candidate fully develops 
analytical points.

Level 2

2 marks
Candidate shows clear and 
precise knowledge of pricing 
strategies.

4–3 marks
Candidate links case material 
to his answer.

4–3 marks
Developed analysis of 
arguments.

Level 1

1 mark
Candidate offers a suffi cient 
defi nition/understanding of 
pricing strategies.

2–1 marks
Candidate makes a limited 
attempt to apply knowledge of 
pricing to the case study.

2–1 marks
Weak analysis of ideas; 
failure to develop points.

• Different categories of pricing strategy: Cost, Market-Customer, Competition.
• Potential pricing strategies could include mark-up, penetration or going rate. 
• Recognition that consumers are usually more price sensitive in an economic slowdown
• Very competitive market. 
• How does BT Broadband Option 1 fi t into the full Broadband offering (Options 1–3).
• Is the Broadband package a stand alone product or bundled?
• What is the objective of BT for this particular package?
• What role does Ofcom play in determining pricing strategies?
• BT has excellent market share in the Broadband market (35 %).
• The pricing strategy could be determined by the ability to cut costs and therefore keep margins.
• Could the price sensitivity of consumers be lessened by excellent customer service?
• Strategies should be realistic given the circumstances of BT and the external environment.
• The price elasticity for the product is unknown.
•  Perhaps a market or consumer based approach is best given that price comparison is popular (Internet 

comparison sites).
• ARA.
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Example Candidate Response – Distinction
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Examiner Comment

This answer is well structured and shows clear knowledge, application and analysis. The candidate 
immediately tackles the question but it could have benefited from a brief definition of pricing strategies with 
some examples. This process allows a candidate direct access to most of the knowledge marks available. 
The candidate identifies penetration pricing as a potential pricing strategy. This is then analysed and the 
candidate uses case context to support the reasoning. The candidate then reviews a second potential 
pricing strategy (price skimming). The candidate again uses case data to review this suggestion and clearly 
illustrates potential pros/cons. Finally the candidate offers a judgement. This is not necessary for this 
question as the top assessment objective is analysis. This answer shows best practice by only considering 
two potential pricing strategies. It could be suggested that price skimming is unrealistic in the economic 
circumstances mentioned in the case but the candidate shows a logical approach to the construction of the 
argument.
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Example Candidate Response – Pass
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Examiner Comment

This candidate makes an encouraging start and clearly shows some knowledge of pricing strategies. 
This could be improved by a more concise definition, examples of pricing strategies and perhaps some 
contextual detail. This response is very typical in its style. It does not fully develop the clear knowledge 
that the candidate shows. The analysis and context is relatively superficial and the candidate would have 
benefited from the statement ‘less is more’. This means the best responses fully develop points using all 
the assessment objectives before moving on to another section of the answer. The use of line references 
is a useful example of best practice but it must be relevant and explained. This answer finishes with a 
discussion of the best strategy. Evaluation marks are not on offer but the answer does include analysis and it 
is rewarded for this. 
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Section 2

Mark Scheme

Knowledge AO1
3 marks

Application AO2
6 marks

Analysis AO3
8 marks

Level 3

6–5 marks
Arguments are consistently 
based upon specifi c case 
context.

8–6 marks
Candidate fully develops 
analytical points.

Level 2

3–2 marks
Candidate shows detailed 
knowledge.

4–3 marks
Candidate makes a good 
attempt to apply knowledge 
to the specifi c case context.

5–3 marks
Developed analysis of 
arguments.

Level 1

1 mark
Candidate shows some 
knowledge.

2–1 marks
Candidate makes very limited 
attempt to apply knowledge 
to the specifi c case context.

2–1 marks
Weak analysis of the ideas; 
failure to develop points.

Evaluation Descriptor AO4 Marks

High Extensive reasoned judgement in answer and conclusion 8–6

Mid Good reasoned judgement shown in the answer and conclusion, or extensive 
reasoned judgement in answer or conclusion 5–3

Low Weak judgement shown in answer or conclusion. 2–1

Question 2

Mark Scheme

• Current situation of BT.
• What are the parameters by which success is measured: profi ts, market share, share price?
• Different stakeholders may view success differently.
• The compliance with objectives (stated or implied) can be a measure of success.
• Relative success of BT compared to new rivals.
• Success can be judged relative to the prevailing economic conditions.
• Ratios/numerical formulae and manipulation may be used to support ideas.
• BT has experienced differing levels of success depending on the division and market.
• The success of BT is partially in the hands of the regulators.
• ARA
• Evaluation could include: A reasoned view with supporting evidence; what is success and from which 

perspective; discussion about the extent of any success; reaching a decision highlighting that success 
is relative, possibly transient and to some degree determined by external factors; recognition that 
regulatory bodies have a remit to review companies such as BT; how is success defi ned? BT has many 
potential success criteria such as environmental and shareholder value.
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Example Candidate Response – Distinction
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Examiner Comment

It is considered best practice to start the section 2 answers with a plan. The candidates have sufficient 
time to do this and it helps to give the answer a coherent structure. This candidate discusses the concept 
of ‘success’ (the key parameter) and this is typical of a good answer. The candidate then explains that in 
this particular answer that success will be measured in terms of 3 key stakeholders. This gives the answer 
structure. This framework is not the only framework that could be used by good candidates. 
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This candidate has a clear structure to the answer and explains points using specific case context, theory 
and analysis. Reasoned judgements are made in the answer but these could have benefited from further 
elaboration or specific case evidence to support the views presented. Candidates should be encouraged 
to evaluate throughout the answer and not just at the end. Candidates should also try to support their 
answers using data from the case. Very few candidates engaged with the data given and it was rare to see 
candidates manipulate case data effectively and accurately.

Example Candidate Response – Merit
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Examiner Comment

This answer does not have a plan but the structure is satisfactory. The answer does identify that the 
definition of success is important but does not elaborate this sufficiently. This answer reviews success by 
looking at typical KPI (Key Performance Indicators). The answer initially looks at market share and uses case 
data to support this argument. The candidate also uses best practice by using analysis ‘trigger words’ such 
as ‘however’ and ‘on the other hand’. The analysis is relatively superficial and would benefit from greater 
depth and perhaps the use of supporting theory/concepts. The candidate shows glimpses of evaluation in 
the answer and more consistently at the end. The candidate could benefit from making judgements and then 
giving supported discussion using a mix of case context and business theory/concepts.

Example Candidate Response – Pass
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Examiner Comment

This candidate gives a list of criteria to judge success but some of them are very vague and difficult to 
quantify such as ‘honest’ and ‘efficiently lean’. The candidate then uses a ratio and this is good practice. 
Unfortunately the calculation alone is not the key source of credit. Candidates need to fully explain the 
relevance of calculations used and how they help analyse the question at hand. This candidate is vague 
in the main paragraphs and any context is superficial. The answer shows glimpses of all the assessment 
objectives but fully develops few. 
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Question 3

Mark Scheme

• Question mentions a prolonged economic slowdown, so the strategy needs to mid to long term.
• The slowdown will be more severe in some markets and BT may concentrate on the more robust 

markets.
• The slowdown in growth may be accompanied by falling interest rates (infl ation depending). This may 

make borrowing for potential capital investment cheaper.
• BT may need to be very price competitive as this is important in a downturn.
• The services that BT provides could be viewed as relatively robust, even in a slowdown.
• It may see a large fall in demand for its premium products.
• BT will need to closely monitor the actions of its competitors or try to lead the market.
• BT could consider cost cutting to preserve profi tability.
• BT could increase diversifi cation or concentrate on its most profi table areas.
• BT may cut its dividend to enable further investment.
• BT may try to grow revenues in new areas of telecommunications or other aspects of new/low exposure 

markets.
• BT may try to reduce the impact of the slowdown by keeping/improving its excellent customer service 

record.
• BT may seek regulatory approval to increase the costs of using its infrastructure.
• ARA
• Evaluation could include: A strategic response is essential: how deep is the economic downturn; are 

BT’s core products highly sensitive to falling incomes; what are the core priorities and which elements 
of a strategy are required in the short term-long term? Potential benefi ts of a slowdown could be 
incorporated, such as the potential demise of competitors; focus on cost savings giving rise to long term 
effi ciencies.
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Example Candidate Response – Distinction
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Examiner Comment

Questions that require a ‘strategy’ are likely to be a common feature on this paper. Accordingly candidates 
need to be aware of the specific demands of this type of question. Answers must be a coherent, step by 
step response to the particular parameter of the question. A series of unconnected ideas is clearly not a 
strategy. 

This response concentrates on the possible strategy of cost minimisation and continued emphasis on 
customer service. The potential of these strategies is scrutinised in great detail with a blend of relevant 
case material, theory and analysis. The candidate also clearly evaluates at the end of the answer and makes 
judgements in the main body of the answer. The candidate does use the example of ‘John Lewis’ to support 
the answer. These 3rd party examples can sometimes be useful but the core example must always be the 
case study business. This is clearly a very strong answer.

Example Candidate Response – Merit
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Examiner Comment

Candidates should be encouraged to include plans for questions in this section of the examination. This 
answer makes a good start by defining the term ‘recession’. The candidate also identifies that potential 
strategies can be financial and non-financial. The answer starts its strategic emphasis with a discussion of 
cost minimisation. This is reviewed with limited context and analysis. Pricing strategies are then reviewed 
followed by non-pricing strategies. The elements seen in the answer could potentially form a strategy but the 
candidate must link the ideas in a logical order with an explanation of the order and priority. The answer is 
not very evaluative in nature and this is a key skill if candidates want to access the very top marks available.
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Example Candidate Response – Pass
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Examiner Comment

This response starts with a good definition and this is to be commended. The answer is relatively strong in 
terms of knowledge and context but quite weak in terms of analysis and evaluation. The answer offers some 
strategic content about pricing and cost reduction but these are presented without a coherent and logical 
explanation as to why they are the best strategies or in what order they should be implemented. Candidates 
should be reminded that strategy questions have specific requirements in terms of content and structure.
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Question 4 

Mark Scheme

• What are the types and levels of customer service that customers want (market research)?
• Review customer service measures of competitors.
• Reputation for good customer service could be promoted by highlighting awards such as the Reader’s 

Digest award.
• Make sure customer service is used as a Key Performance Indicator (KPI).
• In house training-costs?
• Monitoring of customer service via feedback or taped customer service conversations.
• Good customer service can reduce costs by getting issues resolved ‘fi rst time’.
• Poor customer service would have its own costs, such as customers leaving BT.
• Costs could be reduced in other areas apart from customer service.
• Is there any scope for cost reductions in customer service when customers could view this as a USP for 

BT?
• ARA
• Evaluation could include: Is cutting costs necessarily going to impact on customer service; does 

customer service or cost reduction have the greater strategic importance; cost reductions can be made 
to other areas such as Global Services; to what extent is customer service a distinguishing feature for 
BT; what is the extent of any cost cuts?
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Example Candidate Response – Distinction
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Examiner Comment

This is a very well structured long answer. It uses relevant case context to support the analysis and 
combines this with excellent basic business knowledge and grasp of core theories. The answer is also very 
balanced and weighs up the competing arguments in a thorough manner. The answer is clearly evaluative 
and reasoned judgements are discussed in detail. This was a potentially difficult question because the ideas 
of cost reduction and improvement of quality are difficult to conceptualise and requires the linking of diverse 
aspects of the specification. 
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Example Candidate Response – Merit
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Examiner Comment

This answer has strengths and weaknesses. It would benefit from using more case specific context to 
support the views shown and by including a broader use of core theories/concepts. The use of TQM 
was useful in this particular response. The main weakness of this answer is the lack of evaluation. This 
assessment objective attracts 8 of the 25 marks on offer and is a key determinant of a candidate’s success.
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Example Candidate Response – Pass
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Examiner Comment

This candidate has attempted to answer this question but the assessment objectives are only superficially 
covered and the answer fails to develop any of its points in detail. The answer has started by trying to define 
the key words in the question and this is to be encouraged. Candidates should try and avoid words such as 
‘impossible’ in the answer. The candidate fails to grasp how the simultaneous achievement of cost reduction 
and improved quality of service are possible, if somewhat difficult to achieve.
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Paper 3  Personal Investigation 

Mark Scheme

Assessment 
Criteria

Description Level Descriptors

Knowledge 
(4 marks)

The Problem in 
Context

Band 3: 4 marks.  Includes a full and detailed description of the nature of 
the business problem, why a solution is required, who it affects and future 
implications of failure to solve the problem.
Band 2: 3–2 marks.  Includes a full description of the nature of the 
business problem and who it affects, demonstrating some understanding 
of implications of failure to solve the problem.
Band 1: 1 mark.  Includes a description of the business problem which is 
lacking in detail and depth.
Band 0: 0 marks.  No relevant material.

Application 
(4 marks)

Methodology 
– Quality and 

Relevance of the 
Research

Band 3: 4 marks.  Clear evidence of relevant primary and secondary 
research, including the ability to comment critically on methods used.
Band 2: 3–2 marks.  Clear evidence of relevant primary and secondary 
research, including the selection of appropriate research methods.
Band 1: 1 mark.  Some evidence of primary or secondary research.
Band 0: 0 marks.  No evidence of research.

Analysis 
(24 marks)

Analysis of 
Research Findings 

and Use of 
Business Theory

Band 5: 24–21 marks.  Substantial analysis of the data, selective use of 
various written and numerate techniques to identify causes and/or possible 
solutions and showing judgement in techniques used.  Comprehensive 
and accurate use of relevant business theory throughout.
Band 4: 20–16 marks.  Substantial analysis of the data using various 
written and numerate techniques to demonstrate insight and depth.  
Accurate use of relevant business theory throughout.
Band 3: 15–11 marks.  Some analysis of the data using written and 
numerate techniques, showing understanding but lacking insight and 
depth.  Accurate use of relevant business theory throughout.
Band 2: 10–6 marks.  Some analysis of the data using written or numerate 
techniques, showing understanding but lacking insight and depth.  
Accurate but limited use of business theory.
Band 1: 5–1 mark.  Limited analysis of the data using written or numerate 
techniques, showing understanding but lacking insight and depth.  Limited 
use of business theory.
Band 0: 0 marks.  No relevant analysis or theory.

Evaluation 
(28 marks)

Conclusions, 
Recommendations 

and Evaluation

Band 5: 28–25 marks.  Appropriate conclusions and recommendations 
fully justified by the evidence, showing awareness of wider issues and 
their implications for the business concerned.  Detailed evaluation of the 
strengths and limitations of the investigation and suggested solution(s).
Band 4: 24–19 marks.  Appropriate conclusions and recommendations 
fully justified by the evidence.  Detailed evaluation of the strengths and 
limitations of the investigation and suggested solution.
Band 3: 18–13 marks.  Appropriate conclusions and/or recommendations 
partially justified by the evidence.  Some evaluation of the strengths and 
limitations of the investigation.
Band 2: 12–7 marks.  Some conclusions and/or recommendations 
partially justified by the evidence.  Limited evaluation of the strengths and 
limitations of the investigation.  
Band 1: 6–1 mark.  Limited conclusions and/or recommendations.
Band 0: 0 marks.  No conclusions drawn.
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Communication 
(40 marks)

Presentation of 
Report 

First refer to Descriptor Table for Communication Assessment Criteria.
Band 8: 40–36 marks.  Reports in this band must also clearly communicate 
(valid) limitations of the investigation.  There will be little (or no) information 
that is not directly relevant to the candidate’s subject of investigation.  To 
reach the top of the band the report will communicate the candidate’s 
substantial depth of understanding of the relevant business theory, the 
problem investigated and its solution (or potential solution), and the report 
as a whole will be convincing and comprehensive (allowing for the upper 
limit of 3500 words).
Band 7: 35–31 marks.  To reach the top of the band the report will contain 
little (or no) information that is not directly relevant to the candidate’s 
subject of investigation.
Band 6: 30–26 marks.  To reach the top of the band the recommendations 
must be convincing by being based on sound reasoning from the theory, 
data and/or results.
Band 5: 25–21 marks.  To reach the top of the band the reasons for 
choice of research methodology must be communicated clearly and the 
recommendations must be realistic.
Band 4: 20–16 marks.  To reach the top of the band the bibliography must 
be logically organised and include details of most or all the references 
cited in the main body of the report. 
Band 3: 15–11 marks.  To reach the top of the band there must be relevant 
use of tables, diagrams and/or other illustrations.
Band 2: 10–6 marks.  To reach the top of the band the report must 
communicate the candidate’s understanding of research methodology 
and list some references.
Band 1: 5–1 marks.  To reach the top of the band there must be 
recognisable objective(s), data and conclusions.
Band 0: 0 marks.  Poorly expressed ideas.  Many errors in grammar, 
punctuation and spelling.

Note: the following Investigations have been anonomised and the company names have been changed.
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Example Candidate Response – Distinction (D1)

Company X
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Examiner Comment

The context of this Investigation was to consider methods by which a ‘fair trade’ textiles manufacturing 
company may expand its product portfolio in order to appeal to the teenage market.  The report was very 
well structured and focused on answering the questions posed by the Investigation.  

Section 1 – Knowledge.  The Problem in Context
Band 3 - 4/4 
This report included a detailed account of the business problem, who is affected and implications if it is 
not solved.  Especially relevant to this specific problem was the observation that if sales do not increase, 
redundancies may occur, which will mean the women who make the products will probably return to 
prostitution, which works directly against the company’s mission statement.

Section 2 – Application.  Methodology – Quality and Relevance of the Research
Band 3 - 4/4
This report contained clear relevant primary and secondary research, which had been carefully selected 
and commented on critically.  Especially detailed and relevant to this specific research was the account and 
critique of the survey which outlined the way in which the writer tried to avoid bias – by random questioning, 
but still observing the possibility of unrepresentative information due to ‘optimistic’ responses.  As to 
secondary research, the ‘business library research’ in Appendix 2 was very well chosen and directly relevant 
to the problem as the Keynote extracts related to ethical consumerism and teenage fashion.

Section3 – Analysis.  Analysis of Research Findings and Use of Business Theory
Band 5 – 22/24
The analysis in this report was detailed, focused and very selective in terms of techniques.  Especially 
insightful was the method used and commented on to predict potential sales using data from primary 
research customer survey and secondary population data.  Business theories were accurately and 
relevantly used throughout.  It was particularly interesting to see relevant use of Porter’s Five Forces in the 
consideration of the company’s aim to maximise sales.  

To reach the top of Band 5 and achieve full marks in this section, more detailed analysis of the causes of the 
problem could be included, such as changing corporate demand for ‘giveaways’.

Section 4 – Evaluation.  Conclusions, Recommendations and Evaluation
Band 5 – 25/28
The evaluation section in this report was very comprehensive, including conclusions, recommendations 
and limitations.  Conclusions were very realistic and entirely based on evidence collected in the research.  
Especially creditable was the evaluation of two possible strategies, both of which would increase sales.  It 
was useful to relate solutions back to the aim to provide more employment for women in India.  Also, the 
recognition of the limitations of an investigation which is largely theoretical in nature, despite being based 
on a real business problem was insightful, as was the observation that a projection based on the whole UK 
population was unrealistic, given capacity.  The wider issues relating to the business’ fair trade philosophy 
were also included in detail, for instance the fact that wages  to producers cannot be reduced as a cost-
cutting measure.  

To reach the top of Band 5 and achieve full marks, further sources of research could have been 
recommended, also some appreciation of present and potential competition within this sector, for instance 
from similar products made in other developing countries such as Africa.
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Section 5 – Communication.  Presentation of Report
Band 8 – 36/40
This report was excellently structured and fully ICT based, including clear objectives, integrated tables and 
diagrams, page numbering, logical index and bibliography.  Appendices were also indexed so it was very 
easy for the reader to follow.  The language used was concise and the business terminology accurate and all 
research, results and conclusions were clearly explained.  Especially creditable was the concise nature of the 
report, with excellent use of appendices, all of which were clearly explained.

To reach the top of Band 8 and gain full marks, the recommendations section could have been more closely 
linked with the research and analysis.  The strategy of using famous designers without incurring major costs, 
added a hint of un-realism to this section and this could have been explored in terms of how such individuals 
may be induced to be involved.  Referencing throughout the report and in the bibliography could also have 
conformed fully with the Harvard referencing system. The use of first person (‘I’ or ‘we’) should be avoided 
in these reports.

Total mark = 91/100
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Fig. 1 

Ref. 

Cattery 1 Cat 2 Cats 3 Cats 

B Willows £6.00 £11.00 n/a 

E Comp 1  £5.50 £8.75 £10.50 

C Comp 2 £6.25 £11.00 £16.00 

D Comp 3 £6.50 £12.00 n/a 

J Comp 4 £6.50 £9.25 £12.00 
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� �7�

���������

������
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Balance Sheet   2009 

31st October 2009   £ £ 

FIXED ASSETS    272,446 

      

CURRENT ASSETS    

Stocks    2,500  

Sundry debtors and prepayments 5,335  

Cash at bank-deposit account  33,253  

Cash at bank-current account  2,907  

Cash in hand   4,095  

       

    48,090  

       

CURRENT LIABILITIES    

Sundry creditors and accrued charges 16,328  

Capital Outstanding under HP obligation 3,667  

      

    19,995  

      

NET CURRENT ASSESTS   28,095 

NET ASSETS    300,541 

      

FINANCED BY:     

Capital Accounts     

Mrs J Smith    94,167 

Mrs M Jones    -5,813 

     88,354 

      

LONG TERM LIABILITY    

Mortgage    212,187 

     300,541 
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Examiner Comment

The context of this Investigation was the problems faced by an animal boarding kennels due to the 
deterioration over time of boarding facilities and falling sales due to the recession.  Added to this is the 
seasonal nature of the business and changing Government regulations relating to pen sizes.

Section 1 – Knowledge.  The Problem in Context
Band 3 – 4/4 
This report included a detailed account of the business problem, who is affected and implications if it is 
not solved.  Especially relevant to this specific problem was the difficulty of no longer being able to board 2 
cats in an existing pen and the over capacity utilisation that this will cause at busy times, not to mention the 
dissatisfied customers who like their cats to share pens.  The obvious potential implications of rising costs, 
prices and falling business is clearly set out.

Section 2 – Application.  Methodology – Quality and Relevance of the Research
Band 3 – 4/4
This report contained clear relevant primary and secondary research, which had been carefully selected and 
commented on critically.  Especially detailed and relevant to this specific research was the account of the 
judgment or purposeful sample of cat owners at local surgeries, although the comment was made that this 
may not avoid bias as vaccination is a condition of boarding so these pet owners may be more likely to use 
kennels.  Secondary research was also specific, such as the use of KCM Magazine, although the comment 
was made that this contains national data.

Section3 – Analysis.  Analysis of Research Findings and Use of Business Theory
Band 4 – 19/24
The analysis in this report was based around income elasticity of demand and alternative solutions to 
re-furbishing the cattery, as well as capacity utilisation and critical path analysis for the project.  A wide 
range of techniques were used accurately and commented on in context.  A good example of this would 
be the use of the critical path analysis to plan the project during a quiet time such as early December, but 
the observation that project delay could cause major problems for customers with Christmas bookings.  
Business theory was used effectively and accurately throughout.

To reach Band 5 ‘depth’ of analysis is the key.  The candidate could use a more selective range of techniques, 
finely focused on one area, for example investment appraisal using ARR, NPV and payback, comparing two 
of the options.  Key to this investigation must be the ability to predict future revenue flows and as such 
the reasons for falling demand could have been analysed in more detail, as well as likely future trends.  A 
prediction of future revenue flows with and without the proposed alterations would also add depth.

Section 4 – Evaluation.  Conclusions, Recommendations and Evaluation
Band 4 – 23/28
The conclusion section in this report is fully based on the evidence from research, but also introduces some 
other options such as renovation or waiting for a year and re-assessing the situation.  Recommendations also 
suggest a range of options, depending on the ability to access a business loan.  

To reach Band 5 and above, full justification of conclusions and evaluation of strengths and limitations of the 
investigation is the key.  The candidate could have focused more finely on one way forward for the business, 
rather than suggesting a range of options without coming down on a final decision.  Also there could have 
been more emphasis on the strengths and limitations of the Investigation. In this case the strengths might 
be access to first hand information from the kennels and customers.  Limitations might be the difficulties in 
isolating a single most important factor causing falling demand and therefore predicting future revenue flows.
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Section 5 – Communication.  Presentation of Report
Band 6 – 30/40

The report has a clear structure which is easy to follow including an index, page numbering and references 
throughout plus a concluding bibliography.  Objectives are also clearly stated at the beginning and 
conclusions are realistic, given the evidence.

To reach Band 7 and above, the evaluation section should include strengths and limitations of the 
investigation.  In this case, conclusions and recommendations could also have been clearer and more closely 
linked with the analysis, for instance the need to carry out refurbishment at a time when fewest customers 
will be negatively affected.  Referencing throughout the report and in the bibliography could also have 
conformed fully with the Harvard referencing system.

Total mark = 80/100
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