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Teacher’s Introduction

This set of practice papers is designed to adhere to the format of the
Edexcel 9BSO/01 A Level Business exam. The papers are carefully designed
using the same command words and types of questions that students will
face in their examination at the end of the course. As a teacher of Business
for a number of years, | found that students engaged much more with
relevant and topical case study material that they could identify with. So,
with that in mind, | made sure that the real-iife business examples | chose
were in markets that students could relate to, and | often used brands that | knew they would aiready be familiar
with. Case study material can easily go out of date, so realising that these respurces have a shelf life | have tried
to use material that is as up-to-date as possible. These papers can be used for mock examinations, or teachers
can pick and choose questions and use them for in-class tasks or for homework.

Always check the exam board
website for new information,
including changes to the
specification and sample
assessment material,

Exam paper structure
Paper 1 examines Business: Marketing, people and global business where guestions are drawn from Theme 1
and Theme 4,

Overview of assessment

Fach paper has two sections, with two different sets of extracts but the same format for questions, i.e. 4-, 4-, 10-,
12- and 20-mark questions. There is no choice for candidates in these papers — they must answer ALL guestions.
Each examination has a duration of two hours and there is a maximum of 100 marks available per paper.

K Evans, January 2023
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Specification Coverage

Subject Content | Paper 1A | Paper

1.1.1 The market
1.1.2 Market research
1.1.3 Market positioning

1.2.1 Demand
1.2.2 Supply

1.2.3 Markets
1.2.4 Price elasticity of demand

1.2.5 Income elasticity of demand

1.4.1 Approaches to staffing
1.4.2 Recruitment, selection and training
1.4.3 Organisational design

1.5.1 Rotle of an entreprensaur ¥

1.5.2 Entreprencurial motives and characteristics

1.5.3 Business objectives

1.5.4 Form of business

1.5.5 Business choices

1.5.6 Moving from entrepreneur 1o leader

4.1.1 Growing economies v
4.1.2 International trade and business growth

4.1.3 Factors coniributing to increased globalisation
4.1.4 Protectionism

4.1.5 Trading blocs

4.2.1 Conditions that prompt trade

4.2.2 Assessment of a country as a market
4.2.3 Assassment of a country as a prod
4.2.4 Reasons for global merge

COPYRIGHT
PROTECTED

4.3.3 Cubtural/social factors

4.4.1 The impact of MNCs
4.4.2 Ethics
4.4.3 Controlling MNCs
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ZigZag Practice Ex

Supporting Pearson Edexcel A Llevelin B

Paper rketing, people and giobal business&%

Practice Paper A: Data Booklet
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Section A

Read extracts A to € before answering Questig%g

Extract A~ Depop

Initially founded “tor fur? in 2011 by Simon Beckerman, who previously p
magazine, Depop is an online apparel marketplace with over 30 million r
realised that there was a whole generation who were used to making onli
phones, and he recognised that there was no app for } g and selling v
Simon has said “I'm a massive technerd. P : ving, adopting
iPhone had just come out... and so saanig: thisneedstobe an a
retail sales through social megd: S such as Instagram, Depop bou
influencer-styls #epy sellers will post high-quality photos ¢
items. Thigtl with an increase in the popularity of vintage ¢l

The company tirst became popular in the UK, mostly spreading through w
USA, Italy and Australia are responsible for the largest number of downloa
Depoyp saw sales skyrocket during the coronavirus pandemic, and is seen a
ethically sustainable business model than the fast-fashion industry which h
industry in the last few decades. Depop has proudly said that roughly 90%:
of 26, with the majority of over-35-year-olds unaware of the brand or unreg.

In 2021, Depop was acquired by Etsy for £1.1bny; there are certainly many
comparties in terms of a clientele base who like vintage, unique and afford,
average age of Etsy users is 39, and while the website does sell second-har
on crafts. Josh Silverman, the managing director of Ub-based Etsy, said t
would continue long after the recovery from the pandemic, and that it wo
“passionate community” of fashion-conscious young people.” Gen Z {ind
1997 and 2022) is ‘an enormous demographic and it’s the trendsetter dem

Extract B

Forecast growth of second-hand ¢l

0 20 40 60 80 100 120 &

B North America Lurope
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Extract C — Second-hand clothes vs fast fashion

Market research firm GlobalData has estimated that the US resale (second:
growing at a rate of 11 times faster than the traditional retail market. If ac
the former will outpace the latter by 2030. Thredup, a US-based online st
second-hand clothing, and which is determined to prolong the life cycle o
can help solve the fashion waste crisis.” Currently, 94% of its users are ba
female, and its biggest demographic base of visitors is 25-34-year-olds, w
this age bracket. It's second biggest demographic is 18-24-year-olds, with
combined age brackets over the age of 35 years ac ;

r 48% of all visi

Used clothing appears to be popular e geﬁérations, who grew ug

made to last, and younge “who are more environmentally co
‘t has also been boosted by the popularity

do, which advocates streamlined living and dec

Practice Papers for A Level Edexcel Business: Paper 1 Page 5 of 109
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Section B

Read extracts D to G before answering Questijq{s

Extract D

Incomes in China and the UK in USD:

GDP per capita (2014) GDP per¢
China 7,636.1 12,556.3
UK 47,787 2 47,3344

Extract £

Unilever i h multinational consumer company; its headquarters a Z
global company with its products available in approximately 190 countrie
three main divisions: Food and refreshments; Home care; and Beauty and
largest brands include Ben & Jerrys, Magrum, Dove, Persil and Hellmann
personal care market is estimated to be worth around £25bn and is expect
In 2022, 1/Oréal, one of Unilever’s major competitors in the beauty and pe
largest market share (%.8%) and experienced very strong sales figures dur

Extract ¥

Unilever brought its deodorant, Rexona, to the Chinese market in 2008 wi
global sales. With China’s vast population, strong economic growth and |
China appeared to be a beacon of growth in comparison to already satura
However, despite a trend among Chinese middle-income earners to desir
figures for Rexona indicated that it had failed to capture the Chinese mar
only 10% of China’s population of 1.4bn people use deodorant and it is ng
of outside of urban areas. Frank Braeken, Unilever’s former Group Vice B
for Unilever, said "We had an extremely ambitious plan at the time, but ¢
biology - scientists have shown that many East Asian people don't have
- scotched those plans.” There are also differing culturg!
embarrassed about in Europe and the US, whey Finaitis seenas a
and not something that should be haltad icates that thorough ma
out before launch and that an ¢ ‘i approach was perhaps not the §

views, with swes
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COPYRIGHT
PROTECTED




Extract G

Starbucks has had extraordinary success expanding its stores into China,
China has the second largest number of stores worldwide. This success
term approach adopted by Starbucks when entering the Chinese market
technology, adapting the product for local tastes, and joint ventures with
positioned itself as a premium coffee brand in China, charging 20% high
tapping into the desire to show upward mobility and status among the C
locations of iis stores are thoughtfully targeted at upmarket shopping m
districts. They are larger than their US equivalents, with the aim of mak
and spend more time there. This was after they notizeii onsumer habits
USA, where consurmers like to grab a coff
for social gatherings and would of
sweet traditional deficacy i
centred arougg tha d

ea C sin China, consumer
with their coffee. Starbug

“to celebrate Mid-Autumn Festival

Practice Papers for A Level Edexcel Business: Paper 1 Page 7 of 109
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ZigZag Practice Exa

Supporting Pearson Edexcel A Llevelin B

rketing, people and giobal business&%

Practice Paper A

Name

Time allowed
2 hours

instructions
Answer all of the guestions and use the space provided.

information ;
The total number of marks available for this paper is 108. The number of marks:
available for each guestion is shown in brackets. f

COPYRIGHT
PROTECTED
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Section A

Read extracts A to € before answering Questig%g

1. a} Using Extract A, explain how Depop has used market segmentation to

by Using the information in Extract €, draw a demand and supply diagramé
effects on sales of changing tastes and preferences in the US market fo

COPYRIGHT
PROTECTED

Question 1 continues overleaf
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¢} Assess the possible benefits to Depop of being market-oriented.

Question 1 continues overleaf

COPYRIGHT
PROTECTED
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d)  Assess the characteristics and skills needed by entreprenesurs such as S
heip run a successful business.

............................................... ' COPYRIGHT
i : PROTECTED

Question 1 continues overleaf
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e} Depop is looking for ways to increase its profitahility. it could target the
most of whom are unaware of the business, or it could try to expand u
16-25-year-olds in the United States.

Evaluate these two options and recommend which may be more pro*ﬁtA
such as Depop. Z

COPYRIGHT
PROTECTED

End of Question 1
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Section B

Read extracts D to G before answering Questijq{g

2. a} Using Extract D, calculate to two decimal places the percentage changs\é
capita from 2014 to 2022, You ars advised to show your working. ‘

b} Unilever attempted 1o extend the product life cycle of Rexona by ente '
market. Explain gne alternative extension strategy that Unilever could
the UK market.

COPYRIGHT
PROTECTED

mues overleaf
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¢} Using the extracts, assess the push factors that may have contributed t§
a business such as Unilever. :

Juestion 2 continues overleaf

COPYRIGHT
PROTECTED
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d}  Assess the factors that a business such as Unilever should consider whe{
Chinese beauty and personal care market. :

............................................... COPYRIGHT
: PROTECTED

(uestion 2 continues overleaf
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g} Multinational corporations can take either an ethnocentric, a polycent
approach to global marketing. On the understanding that an ethnocen
not successtul for Unilever with regard to its deodorant product in Chi
whether to take a more geocentric approach or whether to stick with
approach but choose its products more carefully. :

Evaiuate these two options and recommend which is most suitable for
Unilever when entering a foreign market, such as China.

COPYRIGHT
PROTECTED

End of Question 2
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ZigZag Practice Exa

Supporting Pearson Edexcel A Level in B

rketing, people and global business&éﬁ

Practice Paper A

Time allowed
2 hours

instructions
Answer all of the guestions.

information ;
The total number of marks available for this paper is 108. The number of marks:
available for each guestion is shown in brackets. f

COPYRIGHT
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Section A

Read extracts A to € before answering Qaestig%g

1. a} Using Extract A, explain how Depop has used market segmentation to

by Using the information in Extract €, draw a demand and supply diagramé
effects on sales of changing tastes and preferences in the US market foi.

¢} Assess the possible benefits to Depop of being m -grignted,

d)  Assess the characteristics and skill repreneurs such as S :

help run a successful busi

o increase its profitability. It could target thy
viare unaware of the business, or it could try to expand ug
r-oids in the United States. f

Evaluate these two options and recommend which may be more profit
such as Depop. :

Section B

Read extracts D to G before answering Questig;

2. @} Using Extract D, calculate 1o two decimal places the percentage changeé
capita from 2014 to 2022. You are advised to show your working. Z

b} Unilever attempted to extend the product life cycle of Rexona by ente Z
market. Explain one alternative extension strategy that Unilever could:
the UK market, Z

¢} Using the extracts, assess the push factors that may have contributed t
a business such as Unilever. :

d}  Assess the factors that a business such as Unilever should consider wh '
Chinese beauty and personal care market. :

‘\ COPYRIGHT
Anethnocentric, a polycent PROTECTED

understanding that an ethnoceny;
ith regard to its deodorant product in Chiré
ore geocentric approach or whether to stick with it
choose its products more carefully. E

&) Multinational corporations
approach to global mar

%

Evaiuate these twe options and recommend which is most suitable forz:s}::
Unilever when entering a foreign market, such as China. :
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Preview of Questions Ends Here

This is a limited inspection copy. Sample of questions ends here to avoid students previewing
guestions before they are set. See contents page for details of the rest of the resource.



Mark Scheme: Paper D

Section A

Knowledge/understanding: 1 mark for understanding what is meant by recruitment anc

s Torecruit new workers, the company needs to make information about the job va
individuals who are seeking employment. The company could put out an advertis
do this, both of which cost money and would be classed as recruitment costs.

e  Therais also the opportunity cost of using existing stafft
time spent doing this could be better spent elsewh
® There are also costs involved with trainin :
external courses they may be s :

rough CVs to shor

of using up other memb

Sxtuatised example, e.g.:

reduce the number of staff leaving the partnership, reducing the labour turnover.

Analysis: 1 mark for developing a benefit of having a low labour turnover on costs

¢ Good working conditions mean that staff will be more satisfied in their roles and |
elsewhere. This will mean that the John Lewis Partnership will be spending less on

costs, which will overall improve profitability for the firm.

¥nowledge: 1 mark for:
® income elasticity of demand = %Change in quantity demanded / %Change in incor

Application: up to 3 marks for:
3 %Change in guantity demanded = {4,826 ~ 4,722 =204}/ 4,722 x 100 = 4.32% {2 d
® %Change in income = (£465,209.11 — £43,166.16 = £3042.95) / £43,166.16 x 100 =
s YED=4.32/7.05=0.61 (income inelastic)

NB Answer should be the same when rounding to two decimal,
below:

e  YED=4.3202033/7.04938776 = 0.612842

e YED=4.3/7.1=0.6056338023

regardiess of whi

Award 4 marks > correct answer without working shown.

Practice Papers for A Level Edexcel Business: Paper 1 Page 99 of 109
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Level Mark Dascriptor

0 ® An answer worthy of no marks.
L] isolated elements of knowiedge and understanding — r
Levei 1 1-2 @ Weak or no relevant application to business examples.

% Generic assertions may be presented.

® Elemants of knowledge and understanding, which are &
Level 2 3-4 ® Chains of reasoning are presented but may be assertion
® A generic or superficial assessment is presented.

e Accurate and thorough knowledggepd understanding, 5

and effective use of businesssds
® Analytical perspe ented, with developed ch;
and/or ef

Level 3 56

assessment is presented, using guanti
tion, though is unlikely to show the significance

ccurate and thorough knowledge and understanding,

and effective use of the business behaviour/context.

A coherent and logical chain of reasoning, showing caus

& Assessment is balanced, wide-ranging and well context
qualitative information, and shows an awarenass of comy
to a supported judgement.

Level 4

indicative content

@

®

&

Benefits of an employess-owned partnership

L3

A partnership is where there are two or more owners of a business organisation.
The joint owners {partners) will share responsibility for running the business and
in a partnarship, the partners between them own all the business assats and owe
partnerships are unincorporated.

The partners in a partnership are involved in the decision-making process of the co

the workforce in key decision-making and realising the potential and commitmen
that a partnership leads to a more satisfied workforce as amployees feel their opi
fikely to get the most out of their employees in terms of 3 high productivity rate.

As workers fee that their input into the decision-making process is valued, they a
satisfaction. Extract A states that the structure leads to a ‘happier workforce” (ca
This in turn is likely to lead to a lower labour turnover rate which will reduce recru
for John Lewis.
Extract A states that the partnership structure leads 1o a ‘more accountable mana
managers have mora direct responsibility for the consequences of the decisions -
and reward’ {Extract A}.
Partnerships tend to be easier to set up as a form of business as opposed to a privat
paperwork. However, partnerships tend to be much smaller, with between two an
professional industries such as accountants and doctors, Ss Lewis, with over
of a partnership due to ifs scale. As it has been tr; : oy 100 years, set-ug
redevant hera. 5
The John Lewis Partnership ben:
reflected in Extract C, whi
recruit n

HiE a good reputation as an employe
JLP is “one of the best payers on the high sty
Partners) as it is deemed a desirable place to work w

reward — may not be as relevant for the John Lewis Partnership as they are associ
partnership structures, Typical partnerships, which are much smaller, tend to hay
thay have a clear voice in the decision-making process. JLP has over 80,000 partn
shop floor may not feel like they have a direct say in key decisions as there will be
tayers of management between them and key decision-makers at the top.
JLP has traditionally paid & more competitive rate for its workers than other major r
many other companies are now paying higher rates and it appears that gap is closin
partnerships, so it could be argued that the benefits of an employee-owned partne

Practice Papers for A Level Edexcel Business: Paper 1 Page 100 of 109
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Potential judgement

e JLPis an unusual form of partnership due to its scale and size, so it is difficult to a
operating as a partnership to it. One of those benefits is that the more owners in
can be raised, which clearly does not apply to JLP.

® Ever though it is unusual to have such a large partrership, JLP has shown everyon
successful on this scale, as opposed to its competitors who are public or private li

¢  The traditional benefits of operating as a partnership are often in relation to sase
to other forms of business. As ILP is so well established, that doesn’t really apply

&«  The good reputation that ILP has as an employer is largely down to the partnershi
ruthless, profit-driven ple. it is difficult to quantify the value of their strong reput
market share,

rtnership, e.g. no
can be awarded
chn Lewis Partnership.

NB Candidates might go into the traditional benefits of setting ;
information, more owners can raise capital, efc. Som ;
but do not give application marks as thisisn

Dascriptor

0 ® An answer worthy of no marks.

L] Limited understanding and knowledge of business theory is

® A basic attempt to apply business theory/knowledge/inform:
guestion, but very limited in scope.

® Only a very superficial/basic assessment is presented.

@ Some understanding/knowledge/information of business the

® Business theory/knowledga/information is applied to the cor

Level 2 3-4 limited in scope.

¢+ Some chains of reasoning are presented but may be incompl

s Only very generic or surface-level assassments are prasented

® Comprehensive/accurate understanding and knowledge of b
whole answer,

% Business theory/knowledge/information is, in the most part, a
autlined in the guestion.

® Some cohaerent and logical chains of reasoning are applied.

® An attempt at judgemeant is made using quantitative and quali
may not be sufficiently balanced or does not show adequate u
differing lines of argument.

® Comprehensive/accurate understanding and knowledge of bu,;%;;
whole answer.

® Business theory/knowledge/information is applied accurately §

level4 | 9-12 the guestion.

Coherent and logical chains of reasoning are applied throughot

Valid judgements are made where th didate provides a ba

gquantitative and qualitative dat

Level 1 1-2

Llevel 3 5-8

COPYRIGHT
PROTECTED

indicative content

Distribution refers to how a bug
purchase items on the :
or collected

. ct/service to the customer; online dis %
he company’s website, for example, and then

Consequencs nline distribution '

e Anumber of factors have contributed to the growing trend of customers ordering got
2021 for ILP}; mase and convenience of internet shopping, and the coronavirus pand
The increased demand for goods bought online has led large retailers such as JLP ha
keep pace with demand. Extract B states that John Lewis has just leased an additio
million square feet. This is required to store John Lewis products; they worn't make
but will instead be processed here and then sent out directly to the customer or to

e  John Lewis now has 10 large distribution centres to deal with the increased dema
could draw a demand and supply diagram to llustrate a rightward shift of the de
move of the supply curve creating a new equilibrium.

Practice Papers for A Level Edexcel Business: Paper 1 Page 101 of 109



Potential counterbalance

L3

Potential judgement

L3

There will be efficiency and cost savings with the new distribution centre being in
second-largest distribution centre in Milton Keynes. This means that customer or
packaging will be reduced, and transport costs will fall. These efficiency and cost s
the company’s overall profits.
Renting large and often out-of-town distribution centres is often considerably che
store or a store in a shopping centre. So, ILP will be reducing its overall costs if it
shorter by selling directly to customers online.

There has been a clear change in social trends, with JLP seeing an increase in 20% p
important for John Lewis to remain competitive by responding and adapting to th
much the trend is likely to continue. John Lewis could lose business to competitor
capacity to meet the additional demand, and this could impact the long-term profi

Although cost savings will be made ramping up
associated with these large distribution gat
insurance bill to cover as well as
P is right to respond o

it is unlikely that online sales will fall relative to in-store sales as the ease and conv
our doors seems set to stay. So, it is sensible and practical for ILP to increase #ts s
Overall, increasing online distribution is much cheaper than opening new stores a
store. So, this change in social trends is advantageous to many businesses, includin
make the most of to boost revenus and profits.

Practice Papers for A Level Edexcel Business: Paper 1 Page 102 of 109
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Level Rark Descriptor

An answer worthy of no marks.

isolated elements of knowledge and undarstanding.

Weak or no relevant application of business examples.

An argument may be attempted but will be generic and fail
consequence{s}/effect(s).

Elements of knowledge and understanding, which are appli
Arguments and chains of reasoning are presented, but conn
consequence(s}/effect{s) are incomplete
Attempts to address the quastion. g
A comparison or judgeme

Level 1 1-4

s & @ i@

@

Level 2 5-8

tempted but will not

Y cigveloped chains of reasoning, so that cause(s) and/or
mplete, showing an understanding of the guestion, Z
Arguments are well developed. A
Cuantitative and gualitative information is introduced in an
partial awareness of the validity and/or significance of com
may lead to a conclusion, :
*  Accurate and thorough knowledge and understanding, suppé
effective use of the business behaviour/context,
® Uses well-developed, logical and coherent chains of reason
and/or effect{s).
Level4 | 15-20 | &  Arguments are fully developed.
CGuantitative and/or qualitative information is used well to
awarenass of the validity and significance of competing arg
comparisons, judgements and an effective conclusion that
and/or recommendations.

Level 3

Indicative content
e Customer satisfaction is when customer needs are met. Most businesses will have
satisfaction as the benefits are clear. If customers are happy with the level of serv
fikely to raturn. A loval customer base and positive experiences of the business sp
future sales of the business. A
® if employess feel that their needs are met and are sufficiently motivated then this i
performance, which will feed through to higher customer satisfaction through hig
services provided.
@ Financial incentives include wages/salaries but also bonuses and any other beneﬁts;
private health insurance. 5
@ Nonr-financial incentives are ways of encouraging workers o increase performanc
could be done through several ways, e.g. consultation, flexible working practices,

Cption 1
o  ILP has a flexible working policy and suppo
stumbling block for part-time workeg;
emplaovee performance
balance their timea wi

COPYRIGHT
PROTECTED

orkers with progressi
e e¥amples of non-financial incen
i waorking practices means that empl
: ts outside of work, such as childcare. If emplo
&0f working and is understanding of external commitme

s Aflexible workforce can have several benefits to a company, such as being able to
example, if more workers are needed quicldy, say for the busy Christmas period, a
make use of temporary workers. Extract © states that there are an additional 10,0
Customers will be more satisfied if there are more members of staff in storesto ¢
busy Black Friday weekend and in the run-up to Christmas.

® Mon-financial methods could include consultation with staff, ensuring that they fe
have some influence over the decision-making process. We can see in Extract C th
company’s policies as a direct result of consultation and feedback given by worker
feel more valued, and will potentially lead to enhanced performance and betier o
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Option 2

@

Potential judgement

®

Financial incentives, such as the £500 cost-of-living bonus given to every employee
support workers through a difficult economic period. This is guite unusual and cert;
simitar retailers in the UK. This shows how much the partnership valuss its partner
feeling of goodwill from the workers to the company. This can translate into improy
tasks, and perhaps even mean that workers talk of the company in a more positive §
JLP has a reputation for paying above average wages with a rate of £11.05 per hou
4% for entry-level pay. These are financial incentives to try to attract — and retain «
staff. If the labour retention is high, then loyal customers may get used to seeing thi
visits and get a more personalised custorer service experience.
JLP has introduced a generous parenthood paid leave package, which is an exampieé
genercus package, combined with the fact that therae is equai paid leave for men ar
much more valued and appreciated. In the past, workers ot have felt much
return after a period of parental leave if it was deqggs s than generous.
thoughtful package {two weeks’ paid leave ss}, workers will return
: inn the future are likely to stay on
{eads to a higher retention rate which mea
sperienced and knowledgeable about procedures ang

it could be argued that both financial and non-financial incentives are required to in
customer satisfaction. It certainly looks as if John Lewis (as of 2022) is committed t
perhaps more emphasis on financial incentives, which is likely to b in response to §
incomes due to energy and food price increases. Parhaps in 'normal times’ JLP wil
incentives. :
Temporary and younger workers tend to be more motivated by financial Encentive5§
workers ovar the Christmas period, it would make sense to offer financial incentiv
demographic/cohort. This is important as it should lead to higher employes perfo
customer service, they are unlikely to return). 5
Managers may feel more empowerad by non-financial incentives, such as responsit§
team working, etc., so for these workers these types of incentive may have more i
financial incentives.

Possible recommendations depend on the personal circumstances of individual e
differing issuas.
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Section B

Knowledge/understanding: 1 mark for understanding the benefits of operating in a glok
¢ Operating in a global niche market, rather than a mass market, allows firms to sign
economies of scale. :
¢ Targeting a global niche market provides a clearer forus on potential customers; it §
®  There is often less competition in a global niche market compared to a global mass

Application: up to 2 marks for contextualised example, e.g.:

oducts; therefore, §
ecilic group to be targ
wet, especially as it is a rapi
it as the price of the Kitkat V bar is
snsaid they would be willing to move to a mo
global niche market, so if Nestlé has successfully ta

® Nestlé has identified that there is growing demand for

orn its marketing and promotional campalgns as t
® Mestlé can charge a higher price in this
competitors yet in the industry. T
original, and 40% of peg

Analysis: 1 matk for developing an advantage of this strategy:

® if Nestlé is able to successfully charge a premium price for KitKat V {and keep costs
profit margins.
® Hf Nestlé is successful in gatting repeat customers, it will see an increase in its mark

growing industry.

Knowledge: 1 mark for:
@ Price elasticity of demand = %change in quantity demanded / %change in price

Application: up to 3 marks for using appropriate data:
e  -1.5%/B.3%=-0.18

Award fuil marks even if the candidate misses off the negative sign {-} but gets the answ@é"i

Practice Papers for A Level Edexcel Business: Paper 1 Page 105 of 109

COPYRIGHT
PROTECTED




Level Rark Descriptor

0 & Ap answer worthy of no marks.

® Limitad understanding and knowledge of business theor‘;én

L] A basic attempt to apply business theory/knowledge/infg

Level 1 -2 . ST :
the question, but very limited in scope. :

® Only a very superficial/basic assessment presented. :

® Some understanding/knowledge/information of business§

® Business theory/knowledge/information is applied to the§

Level 2 34 but is limited in scope. :

Some chains of reasoning
Only very generic oy

Level 3

Compreh nderstanding and knowledg

ory/knowledge/information is, in the most pi

fitext outlinad in the guestion.

Some coherent and logical chains of reasoning are applie;

® An attempt at judgement is made using quantitative an
answer may not be sufficiently balanced or doas not sh
significance of differing lines of argument.

Level 4 7-10 the guestion.

¢ Comprehensive/accurate understanding and knowledg
whole answer.
® Business theory/knowledge/information is applied accu

® Coherent and logical chains of reasoning are applied th
® Valid judgements are made where the candidate provid
quantitative and qualifative data.

indicative content

@

Potential counterbalance

@

Potential judgement

®

Promaotior is an important element of the marketing mix which is aimed at obtain
Stratagies to promote products to global niches are often based around the brand
of tha brand. Nestlé is a very well-known brand in global markets; as it's attempt
promotion needs to be more targeted than in a mass market.

Promotion means communicating to customers about the produci/service and pers
will need to make potential global customers aware of the health and sustainability
As there are many different languages spoken in the EU, Nestlé will have to be very ¢
of the KifKat V bar as it will not want to make any unnecessary mistakes or cause off
Nestlé could opt for above-tha-line promotion which involves advertising using m
Nestlé could try below-the-line promotion which involves any type of promotion t
could be introductory sales promotions when launching the new Kitkat V, or coup
Nestlé may decide to use its significant resources by improving public relations for t
could be through press releases or perhaps sponsorship deals with major sporting e
Mestlé could use a similar strategy to Cadbury by havigga store in a bustli
potential custorners’ awarenass of the prod

Advertising carmpaigns ¢
Markat

sive, s Nestlé will have to pick carefully w
we carried out to understand which media cutlats (s
custon s markat will be most receptive to. Itis unlikely that TV and
Nestlé audience, which is of a younger demographic and likely to be maore
The news of the launch of KitKat V is likely to be spread by word of mouth. KitKat
brand, so many people are likely to pass on this information to friends/family who
plant-based diet. This indicates that there may not be such a strong needfor ala

MNestlé doesn’t have to choose between above-tha-line promotion and below-the-lig
a combination of both to try to increase awareness and sales of its new product.
Prass releasas are often used for the launch of new producis so it would make se
of Kitkat v, espacially in the 15 European countries it is about to enter. As the prod
other promotional methods such as below-the-line salas promotions,
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Level | Mark Descriptor

0 # An answer worthy of no marks.
Limited understanding and knowledge of business theory is pres
Level 13 # A hasic attempt to apply business theory/knowledge/informatio
1 guestion, but very limited in scope.

e Only a very superficial/basic assessment is presented.
Some understanding/knowledge/information of business theory

Lovel ® E'Bugines? theory/knowledga/information is applied to the contex
5 3-4 limited in scope.
& Some chains of reasoning are presented but waay be incomplets
e Only very generic or surface-level a : are presented
e Comprehensive/accurate unds nowledge of business §
s Business theory/k tion is, in the most part, appl
outlined | :
Level - : ; . .
3 5--8 i gical chains of reasoning are applied.
at judgement is made using quantitative and qualitatis
e sufficiently balanced or does not show adegquate understar%
ines of argument. :
Comprehensive/accurate understanding and knowledge of busines
Level Business theory/knowledge/information is applied accurately to t‘:
4 9-12 Coherent and logical chains of reasoning are applied throughout.
Valid judgements are made where the candidate provides a balang
and qualitative data. \\
indicative content 5
e Cost-plus pricing is 3 pricing strategy that ensures it covers all costs of producing a g

onto the unit costs.
e This markup is usually a percentage of the unit cost that is added on to ensure tha
enough to generate a profit,
e  Global niche markets exist when the local market for a product is too small to be
market is much more viable. A major benefit of operating in a global niche marke
As we can see from Extract E, costs are more expensive than the standard KitKat, s¢
mmean the final price of the vegan bar is significantly more than the original. :

Advantages of using cost-plus pricing :
® This is a common pricing strategy for businesses to use because it is relatively straig
® For Nestlé, the production costs of the KitKat V are high, s0 it is important for them
custs into consideration and add a markup; otherwise, Nestlé could be faced with a
product at the same price point as its regular KitKat.
® Price incraases can then be justified on the grounds of cost. if, for example, the pris
overail price of the KitKat V will increase but profit margins will be retained. This isg
such as Hersheay's, will also be experiencing similar increases in costs.

“

Disadvantages of using cost-plus pricing

@ Using cost-plus pricing ignores price elasticity of demand,
price. If the product is very elastic and the price of thngg
could mean that sales drop by a greater pe
revenue and profit generated.

e  This method ignores market
change market deman i

@ Cost-plus ngist

shows how sensi
- rease i price. This COPYRIGHT
E PROTECTED

v

Kample, there may be recession, or a
customers more price sensitive {elastic).

el of competition in the particular market. Witht
e compared to rival, similar products from competitors,
0 use this strategy, it would have less incentive to control costs as
markup. nsive research and development for the KitKat V bar, and more inte
casts of this new product higher than for the original KitKat. Nestlé is actively trying
KitKat ¥ so that it is more in line with the original, suggesting that Nastlé does not &

Potential judgement

s The confectionery industry is exiremely competitive, so it would be wise for Nastl
strategies that consider the price of rival products,

e  The PED for the US chocolate marker is very inelastic {(at ~0.18), suggesting that co
cost-plus pricing strategy and still get away with strong sales if they did have to ra

® As Nestlé is faunching into 15 new European markets, cost-plus pricing might be t
calculate pricing to ensure that profit margins are retained.
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Level Mark Descriptor

0 s Ananswer worthy of no marks.,

Level 1 1-4

Limited understanding and knowledge of business theory is
A basic atternpt to apply business theory/knowledge/infory
guestion, but very limited in scope.

Only a very superficial/basic assessment is presented.

Level 2 5-8 ® Chains of reasoning are presentad |

Some understanding/knowledge/information of business t
Business theory/knowledge/information is applied to the ¢
is imited in scope.

y not be fully dev
s analysed.

18 made but it is not su

and develop cause{s)
s  Anassessment/aj
fimited in s

and effe

Level 3

® Com wrate understanding and knowledge of

SLEHN
iainess theory/knowledge/information is, in the most par
outlinad in the guastion.
Some coherent and logical chains of reasoning are presente
in the guestion. Candidate accurately identifies and develop
issues analysed.
& A judgement is made, using guantitative and qualitative da
halanced or may show only a partial understanding of the s
argument. Thers may be a conclusion, but this might not b

Level 4 1520

® Comprehensive/accurate understanding and knowledge of
whole answer.

® Business theory/knowledge/information is applied accurat
the guestion.

& Coherent and logical chains of reasoning are applied throus
complete and relevant to the context outlined in the guest
cause(s) and effect{s) of issues analysed, which is well deve

s Valid judgements are made where the candidate provides
guantitative and quatitative data. Effective judgements are
competing arguments that lead to a supported conclusion.

indicative content

@

Option 1 — Competition

L3

Market shara is the proportion of the total market that a particular firm, brand or
share that KitKat V has in the plant-based confectionery markets in European cou
Most firms wish to increase their market share, and it is a common business objec
means that sales revenues increase, and if a firm has a bigger market share over i
terms of pricing.

As the firm with the larger market share has a higher level of output, this means t
economies of scale and might be able to lower costs and thus increase profit marg

Competition is the number of other firms operat r market; in this C(
cormnpetitors would be Cadbury and Hi Z

The level of competition in a

¥ many influences; for example, when 5
pean markets. Nestlé wil nead to be awar
s that are in development and about to be launched &
bench . {f the KitKat V has a much higher, premium price than its cog
POOT § nue and low market shara.
if Nestié priced the KitKat V low compared to its competitors, it could gain market
development costs and making losses rather than profits. :
MNestlé is a large multinational corporation so already benefits from significant ec0n§
experience in the supply chain and has the marketing and promotional resources a
effectivaly. So, Nestlé is perhaps much better placed than smaller firms as it is morg
markets with a new product.
it could be argued that it is also less risky as Nestlé already has a plethora of succesﬁse
For a smaller firm, or a new entrant, there would be huge costs involved and the seg
experience/knowledge for launching new products in new markets. 5
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Cption 2 — External influences

[

‘External influences’ is a broad topic so give credit for any relevant influences raised, e\\
specifically mentioned on this mark scheme. :

Potential judgement

@

Cadbury is similar to Nestlé in so far that it is a well-loved household name in the
that sells across many markets and is, therefore, a strong competitor. tslaunch o
showing that there is sufficient demand for dairy-free chocolate products. Cadbu
market share in the plant-based confectionery market, so Nestlé may have some w
marketing to increase its market share.
Hershey's is an American-based confectionery company which doesn’t appear to ha
Furopean markets. So, although Hershey’s has added some vegan alternatives io
fargely targeted at the US market so should not have too much of an impact on Ne
European market.

Exchange rate fluctuations are an external influence on Ne>tie as they will impact
the relative final price of KitKat V. The nature of multinat orporations is tha
manufacturad materials will be sourced from all beiin the currency of
different as it is likely to source its cocon £ countries with more t
meaning that the company Is su e Input costs with exchange rate fl
The cost of living crisi i Extract F, is impacting consumers in the U
external influenes stt demand for KitKat V when Nestié launches into t
; struggle to pay for basics such as heating and fuel, they
kh isn’t viewed as a necessity.

The data 1ot the USA shows that there is inslastic demand for confectionery produ
simitar, that means that the price can continue to rise to reflect increasing costs, b
lesser percentage.

The war between Ukraine and Russia might disrupt supply chains, meaning that tr
countries and sourcing materials may be tricky.

Sociad influences may be relevant here. Extract D states that the cocoa used by Ne
sourced. Increasingly, there is mounting pressure coming from consumers for firm
carbon footprint and take measures to reduce it. These social factors could be qui
for the Kitat V in European couniries, and the global vegan market is set {o doubl
Trade factors also have a role to play in external influences. Many, if not all, of th
launching its product in are within the European Union. This means that there is f
capital and labour betweesn EU mamber countries. This may be a positive influene
production was based in Germany. This would mean that the Kitkat V could trave
need for bureaucratic chacks and import tariffs. This means that the cost of distri
meaning that it can potentially benefit from higher profit margins.

R

The succass of Cadbury’s Plant bar, with its pop-up store, may actually have benaf
opinions and facilitated non-vegan customers to try vegan chocolate when they m
The confectionery industry is a saturated market where there is a significant amou
consumers are considering 8 move to a more plant-based diet Jt is likely they wou
favourite existing chocolate bar. This suggesis that co plays a significant
market share.

Hershey's is a US firm with a US foc
needs to be conscious of ©
Timing is amportaa

drove to be fierce competition
ch as Lindt and Galaxy.

3 new product into new markets. Cadbury ha
erseas. So, Nestlé is right to move forwards into new
irst-mover advantage. The rice-based bar was twg years in de
this niche market, it may have lost of future sales to competitors i
There will always be the threat of external influences on the success of a new venture
targeting of 15 European markets which have similaritias in culture but also in curre
this limits the volatility of currency fluctuations when producing, distributing and sel
The confectionery market is very competitive and dynamic. There is also a certain
Nestlé can successfully produce a dairy-free alternative that is not too high in price
growth in the plant-based sactor.
As the market is dynamie, and tastes and social influences change rapidly, it could
is & ‘fad’ and tastes may change again soon. Despite this, ‘four in 10 persons que
plant-based alternatives, so this opportunity to gain market share in a new and gr
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Preview of Answers Ends Here

This is a imited inspection copy. Sample of answers ends here to stop students looking up answers to
their assessments. See contents page for details of the rest of the resource.



