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Introduction

Our examiners’ reports are produced to offer constructive feedback on candidates’ performance in the
examinations. They provide useful guidance for future candidates.

The reports will include a general commentary on candidates’ performance, identify technical aspects
examined in the questions and highlight good performance and where performance could be improved.
The reports will also explain aspects which caused difficulty and why the difficulties arose, whether
through a lack of knowledge, poor examination technique, or any other identifiable and explainable
reason.

Where overall performance on a question/question part was considered good, with no particular areas to
highlight, these questions have not been included in the report.

A full copy of the question paper and the mark scheme can be downloaded from Teach Cambridge.

Would you prefer a Word version?
Did you know that you can save this PDF as a Word file using Acrobat Professional?
Simply click on File > Export to and select Microsoft Word

(If you have opened this PDF in your browser you will need to save it first. Simply right click anywhere on
the page and select Save as . . . to save the PDF. Then open the PDF in Acrobat Professional.)

If you do not have access to Acrobat Professional there are a number of free applications available that
will also convert PDF to Word (search for PDF to Word converter).
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Unit 3 series overview

This is unit is a mandatory paper for the Foundation Diploma, Diploma and Extended Diploma. It may
also be taken by students entered for the Certificate and Extended Certificate.

Two questions on this paper are high-tariff extended-response questions worth 12 and 16 marks,
respectively. Candidates need to demonstrate the skills of analysis (Level 3) and evaluation (Level 4) to
gain the highest marks. An analytical response must contain implications for the business, for example
for Question 7 the impact on business performance, reflecting the nature of the organisation and its main
objectives. For Question 5, responses should consider the impact on the decision-making process itself.
In addition to analysis an evaluative response must contain a reasoned judgement. Candidates should
be encouraged to reach decisions and give detailed justification to support their argument using
contextual information. While an accurate judgement that applies to most businesses would achieve a
low Level 4 mark, an answer which argues using the particular circumstances of the business in the pre-
release scenario will be rewarded more highly.

The number of candidates sitting the exam was similar to those in some recent sessions. The following
comments reflect the responses given by the candidates who sat the exam.

Candidates who did well on this paper Candidates who did less well on this paper

generally:

generally:

¢ demonstrated good understanding of e demonstrated a lack of understanding of

investment appraisal techniques used in the
Case Study (e.g. Payback, Average Rate of
Return)

e used contextualised, developed responses to
questions requiring an explanation of the
impact on CTC of the specific issues in the
question (e.g. Questions 3 (c), 4 (b) (i)

e demonstrated a good understanding of the
business impact of business decisions and
internal/external influences. For example, the
impact of changes in the data in Appendix 2
on Option 2

e in answering Question 5, focused on the
impact of CTC’s decision-making process of
conducting stakeholder analysis

e in answering Question 7, considered the
significance for each option, and the relative
merits of each option, of the information
contained in the case study.

concepts used in the Case Study, e.g. by
confusing revenue expenditure with revenue,
confusing payback period with investment rate
of return

used vague and ambiguous language in
responses and so did not demonstrate clear
understanding of concepts and the linkage
between them. For example ‘if fewer weddings
are booked than forecasted then CTC will lose
money’

in comparing the respective merits of the two
options, discussed impacts that were common
to both. For example: ‘if Option 1 is chosen
CTC will still be able to hire out the hall to
other community groups’. Because this is also
true for Option 2, it is not a reason why Option
1 is better than Option 2.
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Question 1 (a)

1
(a) State one way an organisation’s objectives could influence its decision-making.

Most responses correctly linked how objectives help to drive business decisions, often by stating an
objective and a business decision that could help to achieve it.

Question 1 (b)

(b) Other than organisational objectives, state one internal criterion that could influence an
organisation’s decision-making.

Most responses identified a relevant criterion, such as internal stakeholders’ attitudes to risk, or the
availability of finance.

Question 2 (a)
2

(a) Explain how the relevance of the information in Appendix 1 affects its validity for decision-
making when considering Option 1: Community cinema.

Only a few responses explained that, because the article was relevant to Option 1, it had a high degree
of validity. Weaker responses instead explained how the information in Appendix 1 might, or might not,
support the case for Option 1.
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Question 2 (b)

(b) Explain how the degree of detail of the information in Appendix 1 affects its validity for
decision-making when considering Option 1: Community cinema.

Only a few responses explained that, because the article was based on opinion, with limited information
(e.g. no quantitative data), it had a low degree of validity for Option 1. Weaker responses instead
explained how the information in Appendix 1 might, or might not, support the case for Option 1.

Question 2 (c)

(c) If Option 1: Community cinema were chosen, CTC would need to purchase new audio-visual
equipment.

Describe how CTC should decide which audio-visual equipment to purchase.

Most responses identified at least one relevant criterion that could be used to choose suitable
equipment. Few responses described how the equipment might be chosen. Many responses instead
explained why suitable equipment should be chosen, and so did not answer the question set.
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Assessment for learning

importance of answering the question set, and the consequences of failing to do so. This
could include developing an understanding of command words. Candidates could be invited
to first answer the question, before studying the mark scheme or model answer, then
reflecting on how they could improve their ability to answer the question set.

@ Question 2 (c) would be a good guestion to use with candidates, to help them understand the

Question 3 (a) (i)

3 Amir has estimated the following information for Option 1: Community cinema.
*  Fixed costs of cinema (per event): £100
»  Variable costs of cinema (per person per event): £4

+  Ticket price (per person per event): £6

(a)

(i) Calculate the break-even level of output.

Break-BVEIN ...

This was a straightforward question for candidates who had learnt and understood how to use the
formula for calculating break-even. Of these candidates, some incorrectly gave the final answer as £50
and so only gained 2 marks. There were many responses that showed an inability either to correctly
recall or use the formula.
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Question 3 (a) (ii)

(ii) Calculate the margin of safety if 80 people purchase a ticket for an event.

Margin of safety ...

Few correct responses were seen. Had an incorrect answer to Question 3 (a) (i) been given it was still
possible to gain the mark if this incorrect answer had been inserted into the margin of safety calculation
and used correctly.

Question 3 (b)
(b) Explain why it is important for CTC to have a large margin of safety.

Most responses recognised that a large margin of safety reduced the risk of the organisation making
losses but few were able to give a valid reason. A small number knew how to calculate margin of safety
but were unable to explain how being large could be of benefit.
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Question 3 (¢)

(c) Explain one reason why £6 might be too high a price to charge for CTC’s cinema tickets.

This question was answered well. There were many responses gaining full marks: usually by discussing
the high cost-of-living referred to in the pre-release and explaining how this could make £6 unaffordable.
Other responses gained 3 marks by comparing the £6 per person price to the monthly prices and
services offered by the some of the competitors mentioned in Appendix 1.

Exemplar 1

The example response discussed how the community cinema compares to a ‘state of the art’ cinema
and the quality of the experience that the customer receives. There is contextual development with the
reference to the cinema being in the Town Hall and the point is developed by suggesting that target
customers would therefore require a lower price.
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Question 4 (a) (i)

4

(a) If Option 2: Wedding reception venue is chosen the hall will need to hire catering staff to
prepare and serve food and drink to guests.

(i) Explain why it is important for CTC to hire catering staff with appropriate skills.

This question was well-answered, with most responses gaining 1 or 2 marks depending on the extent to
which a point about poor customer service was developed (for example by considering the impact on
business reputation and/or future demand). Few responses developed this in context, for example by
considering the impact of poor food handling on incidents of spillage or food poisoning.

Exemplar 2
s Poltant L FoC L T b i L cabeind L ShEE L b
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The example response gives a detailed explanation of how good customer service can result in an
improved reputation leading to more customers and revenue. However, there is no contextual

development, as the reference to preparing and serving food and drink is just a repeat of the words used
in the question and adds nothing to them.
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Question 4 (a) (i)
(i) Explain why it is important that CTC monitor food and drink wastage at its events.

Most responses gained 1 or 2 marks. Usually by identifying the financial implications of wasted food and
the need to reduce future expenses or the impact of this on profitability. Such responses were often not
in context, usually because the ‘food and drink’ mentioned in the question were repeated in the response
rather than being developed through examples. Other responses discussed how wastage could be a
proxy indicator of customer opinions about the food and how the menu could be adapted for future
events. These responses tended to offer contextualised development and so gained all three marks.

Question 4 (b) (i)

(b) Following market research, Amir has updated Appendix 2 with his own forecasted data for
weddings over the next 30 years.

(i) Explain one reason for CTC to use forecasted data rather than historic data.

This was a challenging question with few good responses. Most credited responses discussed how past
data is unreliable as it is based on conditions which have changed and have different implications for
future trends, for example social and cultural attitudes towards marriage.
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Question 4 (b) (ii)

(ii) Explain one possible impact on CTC if the actual number of future weddings is lower than the
amount forecasted.

Most responses gained one or two marks, for identifying how this would result in lower revenue, then
explaining the implications of this for CTC as a whole or for Option 2. To achieve full marks for a
contextually developed response this needed to be applied to the specific impact on Option 2; for
example, by extending the payback period beyond the existing 31 months.

Question 5
5 Amir wants to include the use of stakeholder analysis in CTC’s decision-making process.

Evaluate the advantages and disadvantages for CTC’s decision-making process of using
stakeholder analysis. [12]

Most responses were able to identify at least one benefit or drawback of conducting stakeholder analysis
and so achieved a mark in Band 1 (1-3 marks). For example, by saying how the analysis would help
identify which option would be likely to have the greater impact on external stakeholders. Responses that
were able to explain the identified benefit/drawback were able to achieve Band 2 (4-6 marks), for
example by explaining how this knowledge might improve decision-making. Few candidates developed
their answer by analysing the implications of this for the decision-making process. For example, by
explaining how different aspects of the analysis might give conflicting information and how this might
make the decision-making process harder and more time-consuming.

Weaker responses demonstrated a lack of understanding of stakeholder analysis. For example, by
discussing the implications of having external stakeholders make the decision, or by conflating
stakeholders with shareholders (who are not relevant stakeholders for a town council).
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Question 6

6 Explain how critical path analysis (CPA) could help CTC manage the implementation of its
chosen option.

Most responses recognised that critical path analysis could help with time-management. Few then
developed this by, for example, explaining how the critical path identifies the sequence of activities
which, if delayed, lengthen the implementation.

13 © OCR 2025
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Question 7

7 Recommend which option CTC should choose. Justify your recommendation. [16]

This high-tariff question is based heavily on the information contained in the case study about the two
options together with the information in Appendix 1 and 2.

Candidates who achieved a mark in Band 1 (1-4 marks) did so because they used the information in the
case study to draw valid conclusions that would be helpful when making the business decision. For
example: that Option 1 had the shortest payback period or that Option 2 could be significantly affected
by changes to the national trend in weddings. Candidates who merely repeated information from the
case study gained no marks.

Candidates who achieved a mark in Band 2 (5-8 marks) did so because they explained the significance
or usefulness of the information identified previously. For example, locating a community cinema in the
town could reduce the travel costs of residents because they no longer need to pay for fuel to drive to
the cinema in the nearest town. However, responses demonstrating no understanding were not credited.
For example, the fact that Option 1 has the highest average rate of return does not mean that it will pay
back the original investment the quickest — while Option 1 does have the shortest pay-back period this is
coincidental. Equally, responses stayed in Level 1 if the attempted development was incorrect, for
example confusing revenue expenditure with revenue or confusing ARR and Payback.

Candidates who achieved a mark in Band 3 (9-12 marks) did so because they linked the impact of the
option under discussion to CTC’s objectives or performance (thereby recognising the strategic impact of
choosing the option). For example, if Option 1 is chosen, the reduced fuel usage by residents caused by
not driving to the nearest town would help CTC achieve its objective of supporting developments in
sustainable living.

Candidates who achieved a mark in Band 4 (13-16 marks) did so because, having achieved Band 3
(analysis) they could offer a reasoned conclusion (i.e. they gave valid reasons for their choice of which
option the business should choose). The reasons, to be valid, would need to be based on the information
in the case study. To achieve a mark above 13 the justification would need to be in context and to
achieve a mark above 14 the justifications would need to have greater detail.
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Exemplar 3
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The example shown achieves Level 3 by linking the rise of streaming competitors (Level 1) to their
impact on the number of potential cinema users (Level 2) and then the impact of this on Option 1’s
performance and the potential response of CTC (Level 3).
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