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All Candidates' performance across questions

Question Title N Mean S D Max Mark F F Attempt %
1 1965 7.6 2.1 12 63.4 99.5
2 1961 6 1.8 10 59.8 99.3
3 1957 8.9 2.8 14 63.3 99.1
4 1938 5.4 1.9 10 53.5 98.2
5 1953 8.2 2.3 14 58.3 98.9
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GCE BUSINESS STUDIES – BS3 1083-01 

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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Sticky Note

Whilst it is true that a pharmaceutical company such as GSK will not want to upset pressure groups the candidate seems to be arguing that this is the main reason for a business to behave ethically, whilst in reality it is only one reason.



Sticky Note

It would have been better to have considered these two issues separately.  On the one hand there is the expense involved in paying the "right" wage and, on the other, there is the issue of animal testing.



Sticky Note

There is a correct point here that some consumers will be attracted to a company that acts ethically.  Or perhaps it would be more accurate to say that they are put off by a company that does not behave ethically.  One could give the example of the partial boycott of Starbucks over the low level of taxes that it is reported to have been paying in Britain.  But not all consumers will react in this way, especially if it comes to taking a drug for which there is no substitute.







Sticky Note

It is certainly true that some shareholders are more interested in morals than profit, and, for example, will think twice before investing in a tobacco firm, however, that is probably not true of the majority of investors whose main interest is to maximise the return on their investment.



Sticky Note

Overall the candidate has produced a more or less balanced argument about the importance to GlaxoSmithKline of being seen as an ethical business.  They might also have referred to some of the information in the case study regarding the company's problems in China and the reasons why the managers of the business were so keen to overcome these difficulties.












Sticky Note

Whilst it is correct to speak of opportunity cost this is not a good example since one aspect of R&D is finding ways of improving methods of production.



Sticky Note

This is a key point.  Without R&D the company would not be producing new medicines and would begin to lose its leading position in the market.







Sticky Note

The candidate presumably means profitability.  The point is correct in that it takes a long time to develop new products but this does not mean a lack of lean production it is just the nature of this type of research.



Sticky Note

This is a valid point.  For a number of reasons much research will not lead to successful products being launched and the activities of competitors may be one of them.



Sticky Note

Perhaps this could have been expressed a little better but the point is worth making.  By having a unique product the company will be able to negotiate a higher price.  It could have been added that this high price will help to offset the enormous costs of R&D.



Sticky Note

This is a good point but would have been better had a few examples been given.







Sticky Note

Overall, a well-balanced answer. 












Question Answer Mark 
allocation 


Assessment 
objective 


3 Analyse and evaluate the financial performance of 
GlaxoSmithKline plc. 
 
Level 1 The candidate attempts some analysis/evaluation of 


the financial performance of GlaxoSmithKline plc. 
 
Level 2 The candidate makes a reasonable attempt to 


analyse/evaluate the financial performance of 
GlaxoSmithKline plc. 


 
Level 3 The candidate makes a detailed and well-balanced 


analysis and evaluation of the financial performance 
of GlaxoSmithKline plc. 


 
 2012 2011 


Gross Profit Margin 
 


 18537/26431x100 
=70.13% 


19739/27387x100 
=72.07% 


Net Profit Margin 
 


7392/26431x100 
=27.97% 


7807/27387x100 
=28.51% 


ROCE 1: fixed + current 
assets (this ratio is 
acceptable but not 
recommended) 


7392/41475x100 
=17.82% 


7807/ 41080x100 
=19% 


ROCE 2: shareholders’ funds 
+ long term liabilities (this is 
the recommended ratio) 


7392/27660x100 
=26.72% 


7807/24913x100 
=31.33% 


RONA (this is acceptable as 
an alternative to ROCE but is 
not recommended) 


7392/6747x100 
=109.56% 


7807/7670x100 
=101.79% 


Current ratio 
 


13692/13815:1 
=0.99:1 


16167/16167:1 
=1:1 


Acid test ratio 
 


13692-3969/13815:1 
=0.7:1  


16167-3873/16167 
=0.76:1 


Gearing 1: long-term 
liabilities/ 
shareholders’ funds + long-
term liabilities (this is the 
recommended ratio – N.B. 
the ideal is 50%) 


20913/27660x100 
=75.61% 


17243/24913x100 
=69.21 % 


Gearing 2: long term 
liabilities/ 
shareholders’ funds (this ratio 
is acceptable but is not 
recommended – N.B. the 
ideal here is 100%) 


20913/6747x100 
=309.96% 


17243/7670x100 
=224.81%  
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Question Answer Mark 
allocation 


Assessment 
objective 


  
The gross profit margin looks exceptionally healthy despite a 
small decline between 2011 and 2012. Sales revenue has fallen 
slightly and cost of sales has increased. 
 
The net profit margin is lower, reflecting the high level of 
overheads which, in the case of GlaxoSmithKline includes a 
substantial investment in R & D.  It is, nevertheless, very healthy 
at nearly 30% although down slightly between 2011 and 2012. 
The fall in NPM is slightly less than the fall in GPM so there has 
been a small improvement in efficiency.  
 
ROCE (by either method) has fallen slightly but is still 
impressive.  This represents a far greater return than could be 
expected from money invested in a bank.  (Some candidates 
may use RONA as a proxy for ROCE, this is not encouraged but 
is not technically incorrect).  The RONA figure is spectacular and 
has risen slightly from 2011 to 2012.  However, this is due 
mostly to the decline in net assets since net profit has actually 
fallen. 
 
The current ratio at around 1:1 is almost identical for both years.  
This is lower than the ideal ratio of between 1.5 and 2.  The Acid 
test ratio has fallen slightly and is also below the ideal of 1:1.  It 
is likely, however, that GlaxoSmithKline is in a strong position 
viz-a-viz its suppliers and may not be unduly worried about this 
situation. 
 
The company is highly geared.  Using the recommended 
method (gearing 1 above) the figure increased from nearly 70%  
in 2011 to over 75% in 2012.  This is a worrying development:  
long-term liabilities have increased whilst shareholders’ funds 
have declined.  Gearing 2 presents an even more extreme 
situation with gearing increasing from 225% to just over 300%.  
Debts of this magnitude (almost treble net profit) will result in 
high interest charges.  If interest rates were to rise the situation 
would become even more serious. 
 
The accounts show that the business is very profitable but there 
are concerns about its short and long-term debts. 
 
In order to shed more light on these results it would be helpful to 
see more than two year’s figures and to compare them with 
other similar companies.  One always needs to be aware of the 
fact that accounts sometimes are not a true reflection of the 
state of the business due to window-dressing etc. 
 
OFR applies. 
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Sticky Note

 A brief but accurate opening paragraph.



Sticky Note

The candidate makes several valid points and clearly shows that being unethical can have an impact on profitability.







Sticky Note

The point is further developed here: a company that strives to behave in an ethical way will benefit from an improved image and hence greater customer loyalty.



Sticky Note

This is also a valid point, employees are likely to feel happier working for a company that is ethical.







Sticky Note

This is a well-balanced answer that stresses the advantages of being ethical and the disadvantages of not acting ethically.












Sticky Note

Whilst this ratio is correct, i.e., net profit divided by total assets, it is not the preferred ratio which is net profit divided by shareholders' funds + long term liabilities



Sticky Note

Once again this ratio is acceptable but not the preferred ratio which includes long term liabilities in the denominator as well as shareholders' funds.  In this case, since shareholders' funds are relatively low and long term liabilities so high the gearing ratio appears to be very high.







Sticky Note

The candidate points out, correctly, that despite a small fall in the profitability ratios, they are still relatively high and need not be a cause for concern in the short run.



Sticky Note

This is not strictly true, the company is able to pay its creditors and would only struggle if they had to pay them all back at once.  There is no reference here to the ideal ratios.  It is also not true that they are a retail business, few, if any of their sales are directly to the public.



Sticky Note

The candidate is correct that the gearing ratio is high but the rest of the analysis is flawed.The answer would have benefited from an overall conclusion.





























Sticky Note

This is a good point that could well have been developed and applied to  GlaxoSmithKline. The company  produces drugs for specific medical conditions for which there may well be few if any substitutes.



Sticky Note

Ignoring the spelling error, the converse argument, that the high gearing is used to pay for R & D, which benefits the company, could also have been made.  Nevertheless, it is a good point.







Sticky Note

More detail could have been added here, e.g., from vaccines to new flavours of Horlicks.



Sticky Note

Surely this is an advantage of R & D in that it keeps bringing out new drugs that have no generic counterparts?



Sticky Note

Overall, despite some confusion about the relationship between R&D and generic drugs and the fact that some points could have been developed further, particularly with more application to GlaxoSmithKline, this answer contains much which is of merit. 












Question Answer Mark 
allocation 


Assessment 
objective 


2 Explain the advantages and disadvantages of research and 
development to GlaxoSmithKline plc. 
 


Level 1 The candidate demonstrates some understanding of 
the advantages /disadvantages of research and 
development to GlaxoSmithKline plc. 


 


Level 2 The candidate demonstrates good understanding of 
the advantages and disadvantages of research and 
development to GlaxoSmithKline plc. 


 


Level 3 The candidate demonstrates excellent understanding 
of the advantages and disadvantages of research 
and development to GlaxoSmithKline plc. 


 


Answers might refer to the following: 
 


Advantages: 
 


R & D involves the creation of new products and the improvement 
of existing products. 
 


GSK will benefit from the creation of new products since, if one is 
successful, it has the potential to give them a guaranteed    
income stream for years to come (cash cow), which can be used 
to develop other new products. 
 


It will give them an advantage over their competitors, especially if 
the new product is protected by a patent. 
 


It has the potential to increase the company’s turnover and 
profits.  Pharmaceutical products tend to be very profitable as the 
demand for them is inelastic.  For some conditions they may 
become necessities. 
 


R & D also can result in extension strategies for existing products, 
hence increasing their life cycle. 
 


R & D can improve production techniques and lower the cost of 
production.  
 


R & D can improve the image of the business. 
 


R & D can lead to increased motivation. 
Good record of R & D could attract new investors. 
 


Disadvantages: 
 


R & D is very expensive, out of the thousands tested very few 
products will come to market. This involves an opportunity cost. 
 


A new product may not be approved by the relevant regulatory 
bodies and so all the money invested in R & D will have been 
wasted. 
 


A competitor may come up with a similar, or perhaps better, 
product before GSK’s product is ready to be marketed 
 


A product may have unforeseen side effects that will mean that 
the company may have to compensate anyone who has been 
adversely affected, e.g., thalidomide. 
 


If animals are tested as part of R & D it may affect the 
image/reputation of GSK. 
 


Any other valid point. 
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(1083-01)


3. Analyse and evaluate the financial performance of GlaxoSmithKline plc. [14]
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martin

Sticky Note

The ratios are all correct and expressed to 2 decimal places. The liquidity ratios are expressed as a ratio to one.  Many students forget to do this and simply write 0.70 rather than 0.70:1.



martin

Sticky Note

This is one possible explanation for the increase in the cost of sales, on the other hand it could have been the result of some other cause, for example currency fluctuations.  The candidate should have noted that, despite the fall in the GPM it is still very high.



martin

Sticky Note

This is an interesting argument but there does not seem to be any evidence to support it, the fall in the NPM is largely due to the fall in the GPM, the expenses actually fell between the two years.  Once again, despite the fall, the NPM is high.



martin

Sticky Note

This is a good piece of analysis by the candidate.







martin

Sticky Note

The candidate has selected the correct ideal ratios.  He/she might have commented that for a company the size of GSK short-term liquidity is unlikely to be a major problem.



martin

Sticky Note

A high gearing ratio is not necessarily a problem for a business that is expanding at a time when interest rates are historically low.



martin

Sticky Note

Overall this is a very good response.  The candidate has made a detailed and balanced analysis of GSK's financial position.























































Sticky Note

This is a valid point which makes good use of relevant terminology: "first market advantage". 



Sticky Note

The candidate makes more than one point here.  R&D allows the company to produce products that consumers and governments want, this improves the company's image, gains trust and enables them to charge higher prices.  All valid points.







Sticky Note

This is not specifically a problem of R&D, it is a more general ethical question: is it right to profit from other people's misfortunes?



Sticky Note

This is an example of hyperbole, i.e., overstating a case.  It is perfectly true that the long time to develop new drugs is an issue, but it is unlikely, given the size of the business, and the fact that they will have many products in the pipeline, that it will cause them to go "bankrupt".







Sticky Note

A sensible and well-balanced answer, despite the hyperbole referred to above.












Sticky Note

The first half of the sentence is true but there are many businesses that would consider themselves to be ethical that would not necessarily conform to the remainder.  Also there are many other aspects to acting ethically, e.g., treating employees well; not polluting the environment, etc.



Sticky Note

This is a good point, that acting ethically helps to improve the image of a business.



Sticky Note

It is not clear which "other businessmen" are being referred to, but the point about improved image leading to greater profitability is valid.







Sticky Note

Whilst it is true that shareholders generally invest in a business in order to gain a return on their investment, there are some investors for whom ethics is important.  For example, many investors steer clear of tobacco firms and arms manufacturers.  Also, it may well be that some of the most ethical businesses are also the most profitable.



Sticky Note

Overall, this is quite a well-balanced answer that attempts to get to grips with some of the main issues regarding ethics and profitability.

























(1083-01)


4. Assess the importance to GlaxoSmithKline plc of being seen as an ethical business. [10]
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Question Answer Mark 
allocation 


Assessment 
objective 


4 Assess the importance to GlaxoSmithKline plc of being 
seen as an ethical business.            
 


Level 1 The candidate makes some attempt to 
analyse/evaluate the importance to GlaxoSmithKline 
plc of being seen as an ethical business. 


 


Level 2 The candidate makes a reasonable attempt to 
analyse/evaluate the importance to GlaxoSmithKline 
plc of being seen as an ethical business. 


 


Level 3 The candidate presents a well-balanced analysis 
and evaluation of the importance to GlaxoSmithKline 
plc of being seen as an ethical business. 


 


Responses might include the following: 
 


Drug companies are not always thought of as being ethical.  
Some people think that there is something unethical about 
making money from other people’s misfortunes. 
 


In the case of bird flu, people feared an epidemic and 
governments were willing to spend a lot of money in order to 
prepare for any potential outbreak.  It was felt that GSK was 
asking too much money for the vaccines.  GSK argued that they 
had taken a risk in developing the product and this warranted a 
return for their shareholders but not everyone would agree. 
 


By having a clear ethical policy, GSK are able to keep 
consumers and governments on their side.  People will be less 
suspicious of their motives.  By selling products in developing 
countries at 25% of their price in developed countries they are 
enhancing the company’s image.  They also give away many 
vaccines to people in developing countries, which once again 
counters any bad publicity that they may face. 
 


Employees may feel motivated by working for an ethical 
company.  They may be happier and more productive in their 
work if they feel that they are doing something that benefits 
people. 
 


Being ethical could be a USP for the business; paying taxes. 
 


Governments are more likely to place orders with companies 
that they consider to be ethical. 
 


Charities may also be more willing to work with ethical 
companies.  If they were to refuse to work with them it would 
result in bad publicity. 
 


Pressure groups are less likely to run campaigns against ethical 
businesses.  A campaign by a pressure group such as 
Greenpeace can be very damaging for a business. 
 


If GSK tests its products on animals it may be considered by 
some to be unethical, such as the Animal Liberation Front. 
 


If a business is found to be doing something unethical it may 
face fines which can prove to be expensive, as well as giving the 
company bad publicity. 
 
Any other valid point. 
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Question Answer Mark 
allocation 


Assessment 
objective 


5 Discuss the difficulties and benefits for a business such as 
GSK plc of operating in a global marketplace. 
 
Level 1 The candidate makes some attempt to 


analyse/evaluate the difficulties/benefits for a 
business such as GSK of operating in a global 
marketplace 


 
Level 2 The candidate makes a reasonable attempt to 


analyse/evaluate the difficulties and benefits for a 
business such as GSK of operating in a global 
marketplace 


 
Level 3 The candidate presents a well-balanced analysis 


and evaluation of  the difficulties and benefits for a 
business such as GSK of operating in a global 
marketplace 


 
Responses might include the following: 
 
Difficulties: 
 
Not all products sell well in all countries.  For example Horlicks is 
very popular in India but may not be as successful in China as 
tastes can vary. 
 
GSK may face competition from local manufacturers. 
 
GSK may face legal difficulties getting their products accepted in 
different countries.  Pharmaceutical products normally have to 
undergo rigorous testing before they are allowed to be sold. 
 
There may be language problems.  Instructions have to be 
translated into different languages.  Mistranslation may result in 
people taking the wrong doses of pills and ending up with 
serious side effects. 
 
Cultural and religious differences may mean that they have to 
offer different products in different markets, such as buffalo milk 
being used in India instead of cow’s milk. 
 
There may be problems with changes in exchange rates. 
 
Not all countries will allow inward investment and partnerships 
with local businesses may have to be set up. 
 
There are potential communication problems dealing with many 
countries all over the world. 
 
There may be diseconomies of scale from operating globally. 
 
Transport costs may be high. 
 
Not all countries are secure and pharmaceutical products are 
often a target for thieves. 
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2. Explain the advantages and disadvantages of research and development to GlaxoSmithKline
plc. [10]
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Sticky Note

The candidate seems to have made a mathematical error, but, since she/he has not shown her/his working it is not possible to see where she/he has gone wrong.



Sticky Note

The candidate makes a sensible judgement about the overall level of profitability.



Sticky Note

The candidate has used the correct ideal ratios to analyse the company's liquidity but has also formed a sensible judgement as to the significance of the results.



Sticky Note

The candidate, once again, uses the correct ideal ratio, 50% and makes a sensible judgement.  They might have added that, should interest rates rise significantly, the company might find themselves in difficulty with such high levels of borrowing.







Sticky Note

Overall this is a good response to the question and the candidate provides a sensible, balanced conclusion.  He/she could possibly have expanded his/her comments on the various ratios, linking them with some more of the information given in the case study.  The one small mathematical error also slightly detracted from the overall response.











