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Sticky Note
Usually the question number

Sticky Note
The number of candidates attempting that question

Sticky Note
The mean score is calculated by adding up the individual candidate scores and dividing by the total number of candidates. If all candidates perform well on a particular item, the mean score will be close to the maximum mark. Conversely, if candidates as a whole perform poorly on the item there will be a large difference between the mean score and the maximum mark. A simple comparison of the mean marks will identify those items that contribute significantly to the overall performance of the candidates.However, because the maximum mark may not be the same for each item, a comparison of the means provides only a partial indication of candidate performance. Equal means does not necessarily imply equal performance. For questions with different maximum marks, the facility factor should be used to compare performance.

Sticky Note
The standard deviation measures the spread of the data about the mean score. The larger the standard deviation is, the more dispersed (or less consistent) the candidate performances are for that item. An increase in the standard deviation points to increased diversity amongst candidates, or to a more discriminating paper, as the marks are more dispersed about the centre. By contrast a decrease in the standard deviation would suggest more homogeneity amongst the candidates, or a less discriminating paper, as candidate marks are more clustered about the centre.

Sticky Note
This is the maximum mark for a particular question

Sticky Note
The facility factor for an item expresses the mean mark as a percentage of the maximum mark (Max. Mark) and is a measure of the accessibility of the item. If the mean mark obtained by candidates is close to the maximum mark, the facility factor will be close to 100 per cent and the item would be considered to be very accessible. If on the other hand the mean mark is low when compared with the maximum score, the facility factor will be small and the item considered less accessible to candidates.

Sticky Note
For each item the table shows the number (N) and percentage of candidates who attempted the question. When comparing items on this measure it is important to consider the order in which the items appear on the paper. If the total time available for a paper is limited, there is the possibility of some candidates running out of time. This may result in those items towards the end of the paper having a deflated figure on this measure. If the time allocated to the paper is not considered to be a significant factor, a low percentage may indicate issues of accessibility. Where candidates have a choice of question the statistics evidence candidate preferences, but will also be influenced by the teaching policy within centres.
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Q2a: 4 marks.



Sticky Note

Good understanding of the ratios.  this would be stronger if benchmarks were discussed.



Sticky Note

Here the answer is weaker than the opening paragraph and makes no use of the context for AO2 marks.



Sticky Note

AO1: 3 marks.AO2: 1 mark.







Sticky Note

A suitable point although the subsequent argument is somewhat disjointed.



Sticky Note

Quality isn't a non-financial indicator.  However, reduced quality may be reflected in reduced market share.  Therefore, this response is off topic.







Q2b: 4 marks.
Q2 total: 8 marks.



Sticky Note

A slow start to the paragraph although the later part shows some development scoring low level AO3.



Sticky Note

Some cause and effect is demonstrated in this paragraph again creating suitable AO1 and AO3.



Sticky Note

A suitable conclusion drawn.  One of the major issues with this response is that ratios are not discussed and some qualitative points are incorrect.  Therefore, the student has found it difficult to score effectively.



Sticky Note

AO1:1 mark.AO3: 1 mark.AO4: 2 marks.












4 marks.



Sticky Note

Some identification of risk and attempt to develop the point although this is fairly thin in terms of analysis.



Sticky Note

A risk is identified and an appropriate solution discussed.  This would be better if the student had explained about penetration pricing and the relative benefit to a consumable product such as those offered by Innocent Drinks.



Sticky Note

AO1: 2 marks.AO2: 1 mark.AO3: 1 mark.
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1 (d) Evaluate the arguments for and against Innocent Drinks outsourcing 
production.   [10] 


Band AO1 AO2 AO3 AO4 


 2 marks 2 marks 2 marks 4 marks 


3 


   3-4 marks 


An excellent well-
balanced evaluation of 
the arguments for and 
against Innocent Drinks 
outsourcing production. 
 
Clear reference to the 
case study and context 
to support the 
judgement. 


2 


2 marks 


Good and clear 
understanding 
of outsourcing 
production. 


2 marks 


Good application 
of factors for and 
against Innocent 
Drinks 
outsourcing 
production. 
 
The candidate 
makes effective 
use of the data in 
the case study. 


2 marks 


Good analysis of 
factors for and 
against Innocent 
Drinks 
outsourcing 
production. 
 
Arguments are 
developed in 
context. 
 


2 marks 


Good evaluation of the 
arguments for and 
against Innocent Drinks 
outsourcing production. 
 
Candidate makes partial 
judgement, with some 
attempt to support their 
evaluation. 


1 


1 mark 
Limited 
understanding 
of outsourcing 
production. 


1 mark 
Limited 
application of 
factors for and/or 
against Innocent 
Drinks 
outsourcing 
production. 
 
The candidate 
response is 
mainly theoretical 
with the limited 
use of examples 
from the case 
study. 


1 mark 
Limited analysis  
of factors for 
and/or against 
Innocent Drinks 
outsourcing 
production. 


 
A limited number 
of factors are 
analysed. 
 
Use of data is 
descriptive with 
little 
development.  
 


1 mark 
Limited evaluation of the 
arguments for and/or 
against Innocent Drinks 
outsourcing production. 
 
Arguments may be one 
sided. 
 
Unsupported judgements 
are made. 
 


0 


0 marks 
No 
understanding 
of outsourcing 
production. 


0 marks 
No application to 
Innocent Drinks. 


0 marks 
No analysis of 
the impact of 
factors relating 
to the decision to 
outsource. 


0 marks 
No evaluation of the 
arguments for and 
against Innocent Drinks 
outsourcing production. 


 
  







 


© WJEC CBAC Ltd. 8 


 
Indicative content:   
 


 The fresh nature of the product and limited shelf life, as well as the slightly niche market 
means that production quantities would have to be relatively precise to avoid excess 
costs from waste.  If Innocent Drinks are only paying for the stock they receive 
outsourcing will put the cost of wastage on the supplier rather than on Innocent Drinks 
themselves.  This may be essential in reducing business costs. 


 As the business is producing food and drink, there are likely to be significant regulations 
and laws surrounding the production of such items.  In order to limit the likelihood of 
breaches in regulations Innocent Drinks will be better off using a producer of food and 
drink products rather than try and carry out production themselves. 


 This business prides itself on the freshness of its produce.  Therefore, if the outsourced 
factories are a considerable distance from retailers this could increase the lead time of 
deliveries.  Therefore, Innocent Drinks will have to be careful when choosing outsourced 
suppliers in order that orders reach the retailers' shelves in time. 


 New products such as 'veg pots' for adults and 'noodle pots' for children may need 
machinery which is different to that needed for smoothies.  As a result, Innocent Drinks 
may be better off to trial the products through outsourcing their production rather than 
buying capital equipment.  In doing so, if the products are not successful Innocent Drinks 
do not have factories and equipment they cannot use for their other products.  This will 
therefore lead to a cost saving for the business. 


 Monitoring of outsourcing will become more of an issue as the business does not wish its 
premium product status to be compromised by companies carrying out outsourced tasks 
being less stringent in the pursuit of quality.  Therefore outsourcing may be a risk to the 
company’s image. 


 If overseas workers are used then the fair treatment of staff in those manufacturing 
outlets needs to be taken into consideration by Innocent Drinks.  The company does not 
wish to be viewed as using cheap foreign labour in order to increase their profit margins.  
Such an allegation may damage sales of their premium priced product. 


 
Credit any other valid point. 
  












Sticky Note

Although there is no strict ideal for GPM or NPM the student has a good grasp of the concepts for AO1 marks.



Sticky Note

Here the student has begun to access AO2 marks by considering the implications for a rapidly expanding business.



Sticky Note

A good understanding of liquidity ratios is present.  This is aided by the effective use of benchmarks.  The student is again able to consider the implications for a rapidly expanding business.







Q2a: 7 marks.



Sticky Note

Here the student shows an understanding of the likely-hood of high gearing in a rapidly expanding business therefore accessing AO2 marks.



Sticky Note

AO1: 4 marks.AO2: 3 marks.



Sticky Note

Some formative judgment here but of limited value.



Sticky Note

More detail added in this section for AO3 marks.  A good counterpoint is also raised to help lead in to judgment. 







Sticky Note

Ideas are raised here to judge the point that one measure on its own is not a useful tool in judging overall performance.



Sticky Note

Good use of quantitative and qualitative measures used in combination in order to assess a situation.  



Sticky Note

Again, the use of more than one measure has been used to create a counterpoint and make an effective judgment.



Sticky Note

The student has accuracy identified consumer taste but has become slightly confused in their use of the Delphi technique.







Q2b: 14 marks.
Q2 total: 21 marks.



Sticky Note

A suitable judgment has been made in order to consider the relevance of both sides of this argument.  Pleasingly, evaluation has taken place throughout the piece rather than just in the final paragraph.



Sticky Note

AO1: 4AO3: 5AO4: 5












5 marks.



Sticky Note

A good explanation of outsourcing for AO1 marks.



Sticky Note

A suitable effect in context (AO2)



Sticky Note

A suitable development for AO3



Sticky Note

A suitable point with an effect.  The student seems to be confusing income with revenue.



Sticky Note

Evaluation is essentially a reiteration of earlier points.  The student would do well to discuss the relative benefits of outsourcing given the situation of Innocent Drinks.



Sticky Note

AO1: 2 marks.AO2: 1 mark.AO3: 1 mark.AO4: 1 mark.

































7 marks.



Sticky Note

This paragraph makes good use of the case study to identify risks (AO1, AO2). Appropriate solutions are then developed for AO3.



Sticky Note

Another good use of the case study and progression into a relevant response.  This shows a good logical structure.



Sticky Note

This paragraph also covers AO1, AO2 and AO3.  This student has a clear idea of paragraph structure.



Sticky Note

AO1: 2AO2: 2AO3: 3
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GCE BUSINESS - UNIT 4 (NEW) 
 


SUMMER 2017 MARK SCHEME 


1 (a) Explain the possible responses of Innocent Drinks to the potential risks 
outlined in lines 11-15. [8] 


Band AO1 AO2 AO3 
 2 marks 2 marks 4 marks 


3 


  3-4 marks 


An excellent analysis of the 
potential risks and how 
Innocent Drinks can respond to 
these. 


 
The argument is developed 
with supporting analysis from 
the data. 
 


2 


2 marks 


Good and clear 
understanding of the 
potential risks and 
their management. 


2 marks 


Good application to 
Innocent Drinks of the 
potential risks. 
 
The candidate makes 
effective use of the 
data in the case study. 


2 marks 


A good analysis of the potential 
risks. 


 
The argument is developed in 
context. 
 
 


1 


1 mark 


Limited understanding 
of the potential risks 
and/or their 
management. 
 
Points are brief and 
may be listed. 
 
 


1 mark 


Limited application to 
Innocent Drinks of the 
potential risks. 
 
The candidate 
response is mainly 
theoretical with limited 
use of examples from 
the case study. 


1 mark 


A limited number of factors are 
analysed. 
 
Use of text is descriptive with 
little development.  
 
Superficial understanding of 
the impact on Innocent Drinks. 


0 
0 marks 


No understanding of 
potential risks. 


0 marks 


No application to 
Innocent Drinks. 


0 marks 


No analysis of the of potential 
risks. 
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Indicative content:   
 


As this is a new concept to the market, it is likely to be considered high risk.  In order to 
minimise the risk of developing and launching a product which does not sell Innocent Drinks 
may engage in market research in order to establish the most popular fruit drink flavours.  
This would maximise Innocent Drinks chance of a successful product launch. 
 
As Innocent Drinks is unknown in the marketplace it may be difficult to convince retailers to 
stock their product.  In order to convince retailers of the products potential for high level 
sales Innocent Drinks may use agents and samples in order to visit potential retailers and let 
them try the drinks.  By doing so, it is more likely that Innocent Drinks will gain space in 
retailers fridges. 
 
In terms of marketing, the business will need to establish itself as a unique brand.  As the 
marketplace is 'crowded' it may be difficult to convince customers to buy their product rather 
than their regular drink.  Promotional advertising in the form of leaflets and money off 
coupons are a cheap way for a small business such as Innocent Drinks (when beginning 
their venture) to target local customers.    
 
As Rich, Adam and Jon are new to the drinks market they are unlikely to be familiar with 
food standards and food safety laws.  One solution may be to outsource production.  
Although this will have additional costs, it will assist in both meeting food standards and 
reduce the need to spend large amounts of capital on machinery and premises in the early 
stages of the business.  
 
The high price of the drink may be considered off-putting to many potential customers.  
However, as this is a consumable product repeat purchases are the key to continued 
success.  Therefore, the use of penetration pricing may be used in order to convince 
customers to make their first purchase. 
  
Credit any other valid point. 
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SECTION A


Answer all the questions in this section.


1. Read the case study below and answer the questions that follow.
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Innocent Drinks


Small beginnings
Rich, Adam and Jon, friends from university, went on a snowboarding holiday during which they 
decided to go into business together selling smoothies. In 1998 they sold their first fruit smoothies 
from a stall at a music festival in London. A sign above the stall read “Should we give up our jobs 
to make these smoothies?” and people were asked to throw their empty bottles into bins marked 
‘Yes’ or ‘No’. The ‘Yes’ bin contained the most bottles and the idea for Innocent Drinks was born.


After writing a business plan no investors came forward. The friends re-wrote their plan another 
eleven times, being turned down by every bank, venture capitalist and business angel that they 
approached. At the time, smoothies were a new concept in the UK drinks market which resulted 
in no one wanting to invest. It would be quite a risk to launch a new product in an already crowded 
drinks market. The team would have to convince other businesses to put the smoothies in their 
fridges, develop a brand name and image, negotiate production facilities as well as concern 
themselves with food safety laws. To top it all, the smoothies would be twice as expensive as 
the carbonated soft drinks currently on offer. Despite all these obstacles, eventually, an investor, 
Mr Pinto, provided the group with enough capital to get started. At that stage, it must have been 
difficult to believe that Coca-Cola would purchase a significant quantity of shares in Innocent 
Drinks just ten years later.


The products
Innocent Drinks launched with three smoothies. Funky labels were put on 250 ml bottles in order 
to attract trendy, health conscious twenty-somethings to the brand. The products were more 
expensive than popular fizzy drinks such as Coca-Cola or bottled water but it was hoped that 
the health and nutritional benefits would outweigh the cost in consumers’ minds. Early bottles 
often contained jokes on the labels in order to encourage repeat purchases and secure brand 
loyalty.  Innocent Drinks quickly extended its portfolio to develop a wide range of smoothies. 
‘Super smoothies’, containing additional vitamins, were developed next. They introduced a 100 % 
British sourced smoothie made from traditional British fruit including damsons, blackcurrants 
and elderflower. Products such as ‘veg pots’ for adults and ‘noodle pots’ for children allowed the 
business to move into the food market. 


Innocent Drinks are keen to make the most of what they have by offering a range of bottle sizes 
to target different users of the product be it families or individuals. Smoothies in a carton with 
a straw have also been introduced in order to appeal to children as a lunch box treat. Another 
packaging tactic has been to repackage drinks in to ‘fruit tubes’ containing only 40 g, as a 
snack time treat for children. The simple pack size changes have been a great success with 
Innocent Drinks stating on its website that the introduction of different size cartons alongside the 
introduction of ‘Super smoothies’ led to an increase in sales.


As well as successful products, Innocent Drinks have also trialled items such as Thickies (a 
yogurt based drink) and Juicy Water (later renamed This Water), which struggled to sell when 
launched. Other products such as Innocent Ice Cream never got to the product launch stage as 
its development was more complicated than first thought. 


In addition to food and drink items, Innocent Drinks have produced a range of books on healthy 
eating. In 2011, the family recipe book, “Hungry”, was published. The company toured a grass 
covered van around the country to serve food made from recipes contained within the book. 
Those purchasing a book from the van received a 50 % discount off the usual retail price of £20.
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Spreading the word
The quirky marketing of Innocent Drinks has become something of a trademark. From small 
beginnings, internet marketing was attempted by sending weekly webnews to just eleven people.  
The team visited trade shows in order to attract business from retail stores and eventually 
managed to get a deal to put smoothies in ten Waitrose stores. The trial was a success and 
they began to distribute their product in more stores. The company got their first big break in the 
press with an article in a London newspaper.


Sponsorship has also been important to Innocent Drinks’ marketing campaign. During the 
London 2012 Olympic and Paralympic Games, Innocent Drinks were the official smoothie and 
juice product. The company also launched a special Olympic smoothie. Their grass covered 
bikes and bars served drinks to visitors and athletes across the Olympic Park.


Doing good
Innocent Drinks have always traded on their green credentials. From their annual Nature 
Weekends, giving staff a chance to explore the great outdoors, to the development of honey 
smoothies in their ‘Buy One Get One Bee’ event in 2010 which focused attention on the declining 
bee population.


A significant development in Innocent Drinks’ charity work came in 2003 when 46 % of all profits 
were given to charity, a move which nearly bankrupted the business. As a result, Innocent 
Drinks became more organised in 2004 and the Innocent Foundation began, using 10 % of 
annual profits to support ethical activities. To date, the company has committed over £2.4 m and 
directly helped over 530 000 people.


The company has gone on to link their charitable activities with other groups. In 2013 Former 
US President Bill Clinton visited the company to help launch the new look Innocent Foundation, 
with its mission to help the world’s hungry, and also to talk about the joint project with the Clinton 
Foundation in Malawi.


One of Innocent Drinks’ highest profile campaigns in recent years has been ‘The Innocent Big 
Knit’. Participants knit small woollen hats which are big enough to fit on the top of 250 ml Innocent 
smoothie bottle caps. These are sent to Innocent by the public and offered as an optional extra 
for those purchasing Innocent products. For each knitted hat sold, 25p goes to Age UK. 


The production of many Innocent Drinks’ products is outsourced to third parties. From the 
production plants sending zero waste to landfill to the production of smoothies in 100 % recycled 
plastic bottles, Innocent Drinks has always pushed its suppliers to behave in an energy efficient 
and environmentally friendly manner in order to ‘do good’ for the planet.


Onwards and upwards
Innocent Drinks is now a multinational organisation. Since the setting up of their first overseas 
production hub in Dublin during 2002, facilities have opened in Paris and Amsterdam a year later. 
In 2006 Innocent Drinks opened for business in Scandinavia and in 2007 European expansion 
occurred in Germany and Austria becoming Europe’s best selling smoothie.


As the company produces goods with a limited shelf life, arranging suppliers, contracts with 
retailers and distribution is a challenge. However, Innocent Drinks’ connection with Coca-Cola 
became useful when breaking into new markets abroad.


Recently, Coca-Cola purchased further shares in Innocent Drinks to increase their level of 
ownership. Shortly after, Rich, Adam and Jon handed over the running of Innocent Drinks to a 
new management team which had worked for Innocent Drinks over a number of years and were 
familiar with the company’s quirky approach and reputation.
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 (d)  Evaluate the arguments for and against Innocent Drinks outsourcing production.  [10]












Sticky Note

The student needs to clearly convey the idea of externally sourcing some of the business functions: in this case, production.



Sticky Note

The implication for staff and potentially the impact on customers attitude is outlined here.



Sticky Note

Some confusion between using foreign suppliers and 'outsourcing' as a concept still persists here.



Sticky Note

This may well be the case for businesses using outsourcing as the reduction in capital costs can be of benefit.







8 marks.



Sticky Note

In this section the candidate makes good use of the case study (AO2) to discuss the level of effect on employees.  The student identifies they would be protected by EU employment regulations.



Sticky Note

Clear judgment has been made here and earlier although it falls short of a well developed piece of evaluation.



Sticky Note

AO1: 2AO2: 2AO3: 2AO4: 2











































5 marks.



Sticky Note

Although the first point is well developed it is somewhat unrealistic for a business yet to make a sale to begin a TV advertising campaign.  The fact that the business is struggling for investors makes the point similarly unrealistic.



Sticky Note

The idea of taste tests is much more realistic and in line with the type of product being offered to the market.  This point is well developed and makes good use of the context.



Sticky Note

AO1: 2 marks. AO2: 1 mark.AO3: 2 marks.












Sticky Note

This is a fair assessment of the ratio although the student has not attempted to apply.



Sticky Note

Again, good theory for AO1 but the context is not utilised for AO2.







Q2a: 7 marks.



taspinall

Typewritten Text



Sticky Note

Once again, AO1 is strong but no AO2 is present.



Sticky Note

Another strong use of AO1 and this time some use of the context for AO2.



Sticky Note

AO1: 6 marks.AO2: 1 mark.







Sticky Note

A good follow on point here to progress the discussion into AO3 marks.



Sticky Note

Here a useful counterpoint is used in order to highlight the fact that financial measures by themselves do not show the whole picture.



Sticky Note

A point for the practical use of financial measures is clearly outlined in order to develop AO1 and AO3 marks.







Sticky Note

An interesting point.  Financial measures in themselves look at the internal scenario for the business, therefore, it is a point well made that a failure to meet objectives may be better analysed through non-financial measures.



Sticky Note

A valid discussion of the relative benefits of non-financial measures such as customer satisfaction.  Some judgment is also created here for AO4.







Q2b: 12 marks.
Q2 total: 19 marks.



taspinall

Typewritten Text



Sticky Note

Some conditional judgment is demonstrated here in order to weigh up issues.



Sticky Note

AO1: 3 marks.AO3: 5 marks.AO4: 4 marks.
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2. Financial analysis


 (a) Describe how financial ratios may be used to assess the performance of rapidly expanding 
businesses.   [10]


 (b) Discuss the view that financial performance is more important than non-financial 
performance as a measure of business success.  [20]
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2 (a) Describe how financial ratios may be used to assess the performance of rapidly 
expanding businesses.   [10] 


Band AO1 AO2 


6 marks 4 marks 


3 


5-6 marks 


Excellent understanding of financial 
ratios and their importance to 
assessing financial performance. 


 


2 


3-4 marks 


Good understanding of financial 
ratios and their importance to 
assessing financial performance. 


3-4 marks 


Good application of the key financial ratios to an 
expanding business. 
 
The candidate uses relevant content and data to 
develop and support their argument. 


1 


1-2 marks 


Limited understanding of financial 
ratios and their importance to 
assessing financial performance. 


1-2 marks 


Limited application of the key financial ratios to 
an expanding business. 
 
The candidate response is mainly theoretical 
with the inclusion of some reference to the data. 


0 


0 marks 
No understanding of financial ratios 
and their importance to assessing 
financial performance. 


0 marks 
No application to an expanding business. 


 
Indicative content: 
 


Gross profit margin (GPM) demonstrates the profit from the raw trade: Revenue minus cost 
of sales.  A growing company would be able to exert more power over suppliers in achieving 
purchasing economies of scale.  Therefore, a growing business should see GPM increase 
as growth occurs. 
 


Net profit margin (NPM) differs from GPM as it takes into account the operating costs of the 
business.  As other economies of scale such as technical and managerial will occur during 
growth NPM may increase during growth. 
 


Return on capital employed (ROCE) will inform the company as to their effective use of 
capital in the business.  An improvement in ROCE will note that the business is improving in 
its efficiency, in effect returning more profit per pound of capital employed.  This may attract 
investors if needed for further growth. 
 


The current ratio relates to the ratio of current assets to current liabilities. As the business 
has recently expanded it is likely that cash has been used to fund part of the expansion.  
This will be reflected in the accounts by a reduction in the current ratio. 
 


The acid test also considers current assets in relation to current liabilities but excludes stock.  
This will be useful to a growing business as they will be able to see whether it is safe to 
expand the business using internal sources of finance, or whether it would be better to use 
external sources due to a low acid test ratio (less than 1:1). 
 


Gearing informs the business of the extent to which it is operating on borrowed capital.  As 
the business has recently expanded, it is likely that gearing has increased.  If gearing is high 
(over 50%) then this would indicate to the business that it is unwise to further increase their 
external borrowing. 
 
Credit any other valid point. 
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2 (b) Discuss the view that financial performance is more important than non-financial 
performance as a measure of business success.  [20] 


Band AO1 AO3 AO4 
 4 marks 8 marks 8 marks 


3 


 6-8 marks 
An excellent analysis of 
the importance of 
financial and non-
financial factors in 
measuring a business's 
success. 
 


Key issues for both 
sides of the debate are 
discussed in detail. 
 


The analysis will be 
well balanced, well-
developed and with a 
clear line of argument. 


6-8 marks 
An excellent level of evaluation 
outlining the significance of a range 
of financial and non-financial issues. 
 


The evaluation is balanced and 
detailed and will focus on the key 
issues. 
 


The evaluation provides a broad 
range of arguments on both sides of 
the debate. 
 


Clear judgements are made with 
supporting statements to build an 
argument. 
 


A holistic evaluation will be offered 
with an overall conclusion. 


2 


3-4 marks 
Good understanding of 
financial and non-financial 
measures. 
 


A clear understanding of 
the impact to business of 
financial and non-financial 
measures. 


3-5 marks 
A good level of analysis 
of the importance of 
financial and/or non-
financial factors in 
measuring a business's 
success. 
 


A number of key issues 
are discussed. 
 


The analysis may be 
uneven, with some 
well-developed ideas 
and others where the 
development is more 
limited. 


3-5 marks 
A good level of evaluation outlining 
the significance of financial and/or 
non-financial issues. 
 


The evaluation will include most of 
the key issues. 
 


Judgements are made with some 
attempt to support statements and 
build arguments. 
 


A brief conclusion will be offered. 


1 


1-2 marks 
Limited understanding of 
financial and/or non-
financial measures. 


 


A limited number of 
financial and/or non-
financial factors are 
identified. 


1-2 marks 
Limited analysis of the 
importance of financial 
and/or non-financial 
factors in measuring a 
business's success. 
 


A limited number of 
issues are analysed. 
 


The analysis may focus 
on one side of the 
argument. 


1-2 marks 
Limited evaluation outlining the 
significance of financial and/or non-
financial issues. 
 


The evaluation will include some of 
the key issues but with limited 
development. 
 


Judgements are superficial and 
unsupported. 
 


Evaluation will be uneven or focus on 
one side of the argument. 


0 


0 marks 


No understanding of 
financial or non-financial 
measures. 


0 marks 


No analysis of financial 
or non-financial issues. 


0 marks 


No evaluation of financial or non-
financial issues. 
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Indicative content: 
 


Financial performance: 


 Gross profit margin gives a clear idea of increases or decreases in percentage profits on 
a trade.  This can be used as a benchmark both internally and against other firms. 


 Net profit margin measures the efficiency of the operation.  This is particularly important 
in assessing the cost base of the business as it grows. 


 Return on capital employed informs the business about their ability to generate profit 
from capital employed in a business.  This is vital in attracting investors to the business 
as it grows. 


 Current ratio is important in assessing the short-term liquidity situation.  If this is not 
monitored, it is likely that the business may not be aware of short term spending and 
could run out of cash during the year.  This would lead to an inability to pay employees 
or suppliers which could lead to business failure. 


 Acid test is similar to the current ratio but discounts stock.  This is important as stock 
may be held by manufacturers because it cannot be sold.  Therefore, the acid test can 
be very helpful in assessing the short term liquidity position of the business. 


 Gearing is important in assessing the long-term position of the business.  As gearing 
focuses on long-term loans high gearing will be problematic as interests rise in an 
economic recovery.   


 
Non-financial performance: 


 Customer attitude surveys may give an idea of repeat custom or future trade.  Poor 
customer attitude surveys, if acted upon, could significantly improve the revenue of a 
company in the future 


 Employee attitude surveys are a good indicator of employee motivation.  If a company 
performs well in these surveys it is likely that labour turnover and absenteeism will be 
low.  This is likely to lead to good productivity levels.  


 Productivity indicates the level of efficiency of a company.  An increasing productivity 
rate may lead to a lower cost per unit.  This in turn leads to the ability to reduce prices 
without losing profit per item.  This may dramatically increase sales and market share for 
price elastic products. 


 Market share is an important measure of success as this is often a measurable target for 
marketing departments.  An increase in market share will indicate the level of interest in 
the company from those in the market.  Increased market share may generally indicate 
an increase in market dominance. 


 A business's environmental record could act as a unique selling point attracting custom 
and increasing market share.  Therefore, although its importance is difficult to measure, 
it may make the difference in a customer's purchasing decision. 


Credit any other valid argument. 
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SECTION A


Answer all the questions in this section.


1.  Read the case study below and answer the questions that follow.


© WJEC CBAC Ltd.


Innocent Drinks


Small beginnings
Rich, Adam and Jon, friends from university, went on a snowboarding holiday during which they 
decided to go into business together selling smoothies. In 1998 they sold their first fruit smoothies 
from a stall at a music festival in London. A sign above the stall read “Should we give up our jobs 
to make these smoothies?” and people were asked to throw their empty bottles into bins marked 
‘Yes’ or ‘No’. The ‘Yes’ bin contained the most bottles and the idea for Innocent Drinks was born.


After writing a business plan no investors came forward. The friends re-wrote their plan another 
eleven times, being turned down by every bank, venture capitalist and business angel that they 
approached. At the time, smoothies were a new concept in the UK drinks market which resulted 
in no one wanting to invest. It would be quite a risk to launch a new product in an already crowded 
drinks market. The team would have to convince other businesses to put the smoothies in their 
fridges, develop a brand name and image, negotiate production facilities as well as concern 
themselves with food safety laws. To top it all, the smoothies would be twice as expensive as 
the carbonated soft drinks currently on offer. Despite all these obstacles, eventually, an investor, 
Mr Pinto, provided the group with enough capital to get started. At that stage, it must have been 
difficult to believe that Coca-Cola would purchase a significant quantity of shares in Innocent 
Drinks just ten years later.


The products
Innocent Drinks launched with three smoothies. Funky labels were put on 250 ml bottles in order 
to attract trendy, health conscious twenty-somethings to the brand. The products were more 
expensive than popular fizzy drinks such as Coca-Cola or bottled water but it was hoped that 
the health and nutritional benefits would outweigh the cost in consumers’ minds. Early bottles 
often contained jokes on the labels in order to encourage repeat purchases and secure brand 
loyalty.  Innocent Drinks quickly extended its portfolio to develop a wide range of smoothies. 
‘Super smoothies’, containing additional vitamins, were developed next. They introduced a 100 % 
British sourced smoothie made from traditional British fruit including damsons, blackcurrants 
and elderflower. Products such as ‘veg pots’ for adults and ‘noodle pots’ for children allowed the 
business to move into the food market. 


Innocent Drinks are keen to make the most of what they have by offering a range of bottle sizes 
to target different users of the product be it families or individuals. Smoothies in a carton with 
a straw have also been introduced in order to appeal to children as a lunch box treat. Another 
packaging tactic has been to repackage drinks in to ‘fruit tubes’ containing only 40 g, as a 
snack time treat for children. The simple pack size changes have been a great success with 
Innocent Drinks stating on its website that the introduction of different size cartons alongside the 
introduction of ‘Super smoothies’ led to an increase in sales.


As well as successful products, Innocent Drinks have also trialled items such as Thickies (a 
yogurt based drink) and Juicy Water (later renamed This Water), which struggled to sell when 
launched. Other products such as Innocent Ice Cream never got to the product launch stage as 
its development was more complicated than first thought. 


In addition to food and drink items, Innocent Drinks have produced a range of books on healthy 
eating. In 2011, the family recipe book, “Hungry”, was published. The company toured a grass 
covered van around the country to serve food made from recipes contained within the book. 
Those purchasing a book from the van received a 50 % discount off the usual retail price of £20.
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Spreading the word
The quirky marketing of Innocent Drinks has become something of a trademark. From small 
beginnings, internet marketing was attempted by sending weekly webnews to just eleven people.  
The team visited trade shows in order to attract business from retail stores and eventually 
managed to get a deal to put smoothies in ten Waitrose stores. The trial was a success and 
they began to distribute their product in more stores. The company got their first big break in the 
press with an article in a London newspaper.


Sponsorship has also been important to Innocent Drinks’ marketing campaign. During the 
London 2012 Olympic and Paralympic Games, Innocent Drinks were the official smoothie and 
juice product. The company also launched a special Olympic smoothie. Their grass covered 
bikes and bars served drinks to visitors and athletes across the Olympic Park.


Doing good
Innocent Drinks have always traded on their green credentials. From their annual Nature 
Weekends, giving staff a chance to explore the great outdoors, to the development of honey 
smoothies in their ‘Buy One Get One Bee’ event in 2010 which focused attention on the declining 
bee population.


A significant development in Innocent Drinks’ charity work came in 2003 when 46 % of all profits 
were given to charity, a move which nearly bankrupted the business. As a result, Innocent 
Drinks became more organised in 2004 and the Innocent Foundation began, using 10 % of 
annual profits to support ethical activities. To date, the company has committed over £2.4 m and 
directly helped over 530 000 people.


The company has gone on to link their charitable activities with other groups. In 2013 Former 
US President Bill Clinton visited the company to help launch the new look Innocent Foundation, 
with its mission to help the world’s hungry, and also to talk about the joint project with the Clinton 
Foundation in Malawi.


One of Innocent Drinks’ highest profile campaigns in recent years has been ‘The Innocent Big 
Knit’. Participants knit small woollen hats which are big enough to fit on the top of 250 ml Innocent 
smoothie bottle caps. These are sent to Innocent by the public and offered as an optional extra 
for those purchasing Innocent products. For each knitted hat sold, 25p goes to Age UK. 


The production of many Innocent Drinks’ products is outsourced to third parties. From the 
production plants sending zero waste to landfill to the production of smoothies in 100 % recycled 
plastic bottles, Innocent Drinks has always pushed its suppliers to behave in an energy efficient 
and environmentally friendly manner in order to ‘do good’ for the planet.


Onwards and upwards
Innocent Drinks is now a multinational organisation. Since the setting up of their first overseas 
production hub in Dublin during 2002, facilities have opened in Paris and Amsterdam a year later. 
In 2006 Innocent Drinks opened for business in Scandinavia and in 2007 European expansion 
occurred in Germany and Austria becoming Europe’s best selling smoothie.


As the company produces goods with a limited shelf life, arranging suppliers, contracts with 
retailers and distribution is a challenge. However, Innocent Drinks’ connection with Coca-Cola 
became useful when breaking into new markets abroad.


Recently, Coca-Cola purchased further shares in Innocent Drinks to increase their level of 
ownership. Shortly after, Rich, Adam and Jon handed over the running of Innocent Drinks to a 
new management team which had worked for Innocent Drinks over a number of years and were 
familiar with the company’s quirky approach and reputation.
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 (a)  Explain the possible responses of Innocent Drinks to the potential risks outlined in lines  
11–15.  [8] 












Sticky Note

Some overlap with the ideas of outsourcing the business function and producing in a different country.



Sticky Note

The candidate has attempted to develop a benefit of outsourcing.  A problem has also been raised but there is little use of the case.  It may be better to fully argue one point and then move on to the next in a seperate paragraph.



Sticky Note

A formative judgment has been attempted.



Sticky Note

This is a valid point but the candidate is no longer making solid reference to the case study scenario.



Sticky Note

Again, some formative judgment has been created but not in depth.







4 marks.



Sticky Note

This is reputation of earlier points.  The student would benefit by discussing the relative benefit to Innocent Drinks situation.
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Sticky Note

AO1: 1 mark.AO2: 1 mark.AO3: 1 mark.AO4: 1 mark.











