
AQA A Level Business (Year 1)

Name

Centre Name 

60 minute mocK

SA
M

PL
E



ANSWER ALL QUESTIONS IN THIS SECTION

Page 2  AQA A Level Business (Year 1) 60 Minute Mock

©

Section A 

1  An extract from a firm’s cash flow forecast for April is shown in the table below

  Based on this information, its closing balance for April is

 A  (£10,215) 
 B  (£14,986)  
 C  (£19,757) 
 D  (£39,535)      (1 mark)                                                                                                                 

AQA A Level Business (Year 1) 60 minute mocK

 April (£)

Cash 73,234 

Credit sales  29,320 

Total inflow 

Raw materials 60,251 

Wages  57,289 

Total outflow 

Net cash flow 

Opening balance 4,771 

Closing balance 

2  According to Frederick Herzberg’s two-factor theory, which of the following is classified as 
 a hygiene factor?

 A  Responsibility  
 B  Achievement 
 C  Pay 
 D  Recognition      (1 mark)                                                                                                                 

3  According to the Blake Mouton grid, a team leadership style is one where a leader has a

 A  A high concern for people and a low concern for production 
 B  A low concern for people and a low concern for production 
 C  A high concern for people and a high concern for production 
 D  A low concern for people and a high concern for production      (1 mark)                                                                                                                 
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8  Analyse one possible benefit of adopting lean production to a British based food manufacturer 
(6 marks)

Extra Space
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Section C 

Greengrass Farm produce quality, organic ice cream using milk from its herd of prize cows. It prides itself 
on only using natural, fair trade ingredients and produces a range of traditional flavours such as vanilla and 
chocolate. It has been producing ice cream at its farm since the year 2000 and experienced considerable 
success for the first 10 years, winning many awards which led to high local demand. However, competition 
has increased to such an extent over the last few years, that the family is now considering whether it is 
worth producing ice cream at all. 

The super-premium ice cream market is very competitive and with a nearby farm now producing ice cream 
and national supermarkets chains selling super-premium ranges, sales have declined considerably. Aware 
that its image and flavours are old fashioned and that substitutes are available, owners Paul and Pat are 
considering a 10% price reduction in a last attempt to increase demand.

The owners do not believe it will be easy to reverse its fortunes given the external environment within which 
they operate. Pat is convinced that the most important external factor which will determine whether or not 
demand for its ice cream can be increased are changes in market conditions. Rising prices of vanilla, cocoa 
and sugar - key ice cream ingredients – has led to a significant increase in raw material costs. Vanilla prices 
alone have increased 250% in the last year and world sugar prices have hit their highest level in the last four 
years. Demand for cocoa is predicted to rise by 30% in the next four years as it outstrips supply, due in part 
to poor weather and plant disease in the countries in which it is grown. Subsequently, the price of cocoa is 
likely to continue to rise adding further pressure to already high prices as shown in figure 1.

In addition, external factors, such as changes in milking machine technology, has left the farm with outdated 
equipment which needs to be replaced if it is to keep up with competitors and increase efficiency. The latter 
would require a large amount of capital for which a bank loan would be required. Also, UK consumers are 
becoming increasingly health-conscious and the owners are aware of the fat and sugar content of its ice 
cream. To top it all, Paul has recently read that British people don’t eat ice cream when the temperature is 
below 14 degrees, confirming that sales of ice cream are weather and temperature dependent.
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Figure 1: Price of Cocoa this year & 5 years ago
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11  Do you agree with Pat that the most important external factor which will determine whether 
 or not demand for its ice cream can be increased, are changes in market conditions?   

(16 marks)
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8 Analyse one benefit of adopting lean production to a British based food manufacturer 
(6 marks)

Marks for this question: AO1=2, AO2=2, AO3=2

Level  The candidate will typically:  Marks

3 Provide a response that is well analysed using knowledge and understanding 
 and is applied to the context 5-6 marks

2 Provide a reasonable analysis using knowledge and understanding with some 
 application to the context 3-4 marks

1 Demonstrate some knowledge and understanding but the analysis is limited and
 lacking application to the context 1-2 marks

Examples of how the assessment objectives might be met in this question include: 

h demonstrate knowledge and understanding of business terminology such as lean production (A01)

h be applied to the context of a British based food manufacturer (AO2)

h analyse the benefit of adopting lean production to a British based food manufacturer (A03)

Possible responses:
Lean production occurs when waste is reduced whilst retaining quality and therefore operations become 
more efficient

h Lean production aims to reduce waste by improving quality therefore reducing the number of items that need 
to be thrown away. For example, faulty or contaminated food batches are eliminated/reduced which reduces 
waste and costs and therefore increases profit. Consumers want safety and consistency in food products so 
lean production can help improve quality so sales are more likely to increase

h Lean production aims to reduce waste by reducing inventory/ stock held which reduces costs e.g. storage.  
  Raw materials used in food manufacturing are bulky, requiring storage space; by limiting inventory held, more  
  efficient use of space is possible that could be used to generate more output. Raw materials and finished  
  goods are often perishable; reducing inventory levels could result in less waste, reducing costs and increasing  
  profits

h Lean production includes ‘Just in time’ operations, which results in zero or close to zero inventory being held;  
  this will benefit a food manufacturer due to the perishable nature of food; JIT also reduces working capital  
  tied up in inventory, allowing it to be used more efficiently elsewhere  

h A right first time culture is encouraged, so waste is reduced, lowering costs and potentially increasing profits;  
  there is limited scope for reworking in food manufacturing

h Lean production aims to reduce time between goods being made and sold which is important for food 
products especially if it is fresh/has a sell by date

h It reduces moving time in the manufacturing area, increasing labour productivity and efficiency
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Possible responses:

The external environment is made up of external factors that can influence the activities of a business

Changes in market conditions is the most important external factor which will determine whether or not demand 
for its ice cream can be increased because:

h Market conditions such as: -

 h price of cocoa rising - using figure 1 there has been a 25% increase in the price of cocoa 

 h price of vanilla up 250% last year

  h world sugar prices have hit their highest level in the last four years

h Higher raw material prices will mean costs increase which will limit its ability to use price as a way of 
increasing demand so in that sense market conditions are a significant factor in terms of demand

h Prices of these raw materials will have an impact on unit costs and therefore price which can be charged in 
order to create demand so again, market conditions are a significant factor

h Price charged will also determine profit levels which will ultimately determine the viability of ice cream 
production at the farm, so again market conditions are a very important factor

h If price is reduced by 10% it estimates demand will increase by 18% and therefore sales revenue increases 
by £186 per month (or 6.2%) so rising costs could jeopardise its ability to pursue this option

h If it believes it can compete on price, then the price of these raw materials is a significant factor as it 
determines whether or not it can do this

h Market conditions such as:-

 h the UK’s ice cream, sorbet and frozen yoghurt market has grown by 19% in the past five years

 h the premium end of the market remains the fastest growing area for ice cream in the UK    

 h the luxury ice cream sector grew 7%

 h 500ml premium ice cream sales have strong growth 

h All of these changes in market conditions are likely to have a significant impact on demand for the farm’s ice 
cream so in this sense market conditions are very important and key to its success especially given Colin’s 
new product development. 

h Colin is aware of the importance of the product element of the marketing mix in order to increase demand - 
flavours, pack size – and the impact branding can have on increasing demand.  Luxury ice cream tub sales 
had growth of 18.1% last year, 500ml premium ice cream sales have strong growth which suggests it can 
increase demand if it produces ice cream in the format(tubs) and (sizes) the market is demanding

h Product development is important in determining demand, for example, frozen yoghurt sales are up 500%  
 this year as it is seen as a healthier product, so it has an opportunity to develop a product to satisfy this  
 demand in the market and increase demand

h There is an opportunity to respond to health concerns regarding the fat and sugar content of ice cream by  
 developing reduced fat/ fat free/ low calorie/ light/ sugar free versions of its ice cream products which may  
 allow the business to increase demand and keep up with competitors 

Changes in market conditions is not the most important external factor which will determine whether or not 
demand for its ice cream can be increased because:

h Competition – entry of a rival(s) such as the local competitor which has started producing ice cream 
 and supermarkets stocking a range of super-premium ice cream and own brand products can have  
 consequences in terms of demand for Greegrass Farm. This is especially true of large powerful competitors 
 such as national supermarket chains.  If it cannot compete effectively then demand is unlikely to be increased  
 so this external factor is very important
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h Interest rates – it is considering investing in new product development and milking machine technology 
which would require a loan so interest rates are an important external factor as to whether it can afford to 
invest. Interest rates also determine how much it will have to pay back on the loans. Interest rates have been 
maintained at historically low levels which encourages borrowing and therefore investment. New machinery 
will increase efficiency and reduce unit costs and therefore increase its ability 
to compete on price should it decide to pursue this strategy

h Growth of over 55 year olds, who are core ice cream eaters, should boost volume sales and increase  
 demand so again, this external factor is important in terms of increasing demand

h Environmental issues and fair trade – it uses fair trade ingredients and consumers are increasingly aware 
of the movement. Selling fair trade ice cream has the potential to allow it to increase demand and charge 
a higher price without significant loss of sales. This could be a very important external factor in terms of 
increasing demand

Evaluation: 

h If Colin’s new product development strategy is successful and it can charge a premium price, it may 
 be able to absorb these prices, so market conditions in terms of raw material prices becomes a less  
 significant factor. However, market conditions in terms of what the consumer is demanding becomes  
 extremely important so it could be said that market conditions is the most important external factor. Market  
 conditions are likely to have a significant effect on sales and therefore profit levels 

h Ability to compete in super premium market is likely to result with producing an exclusive product which 
consumers are prepared to pay premium prices for, in which case new product development becomes 
important

h In reality, it is likely that all external factors are important as to whether demand can be increased for the firm’s 
ice cream. It needs to respond/work with/reduce impact of all external factors in order to increase demand. 
For example, it could substitute expensive raw materials or develop a diet range

h On balance, it is likely that market conditions are important given the nature of the product and the market but 
are not the only external factor which will determine whether demand is increased
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