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ANSWER ALL QUESTIONS

PC Specialist are considering purchasing a new waste recycling unit. This enables plastic and cardboard 
from packaging of supplies to be sold on for a profit to a waste company.

Projected cash flows are as follows:

Net cash flow
£000

Initial cost (400)

Year 1 200

Year 2 280

Year 3 370

Costa

Coffee shops such as Starbucks and Costa Coffee have boomed over recent years. They benefited 
particularly from the economic growth in the UK up to 2008, making large profits from a product that has 
income elastic demand. The success in this market sector has led to a huge increase in the use of takeaway 
coffee cups, which are largely discarded by coffee drinkers after one use.

Almost none of the 2.5 billion cups thrown away annually are recycled and are instead sent to landfill, as the 
technology that is currently used in most recycling centres cannot remove the plastic lining which makes 
each cup watertight. Most coffee shop customers are unaware however, of the environmental impact of their 
coffee drinking habits. 

Costa, who are striving to reduce its impact on the environment and be more socially responsible, has 
recently announced that it is removing the recycling logo from all its paper cups as it is causing confusion 
amongst consumers who assume that the logo means that it can be widely recycled. Instead, it is trialling 
in-store recycling in 50 of its UK stores (cups will be sent to specialised recycling centres) as it seeks to lead 
the industry in the fight against coffee cup waste.
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Toxic Business Culture at Barclays Bank

When Antony Jenkins was appointed as CEO of Barclays, he came up with a set of new values for the staff 
to follow such as “banking with integrity” and “respect for others”. The famous bank’s reputation had been 
badly damaged by the rigging of inter-bank lending rates and the mis-selling of financial products such as 
PPI (Payment Protection Insurance).  

The aggressive culture within the business led to focusing on shareholder returns and the pursuit of profit 
at any cost. In the investment banking division of Barclays, under the previous CEO, it was normal for staff 
to take excessive risks in investments which led to the rate rigging scandal.  Barclays was all about high 
returns and a focus on cutting edge trading technology. 

In the high street banking division of Barclays, staff were paid commision relating to the sale of financial 
products. As a result, many staff did not fully explain whether the customer actually needed the financial 
products and just added them onto their monthly bill, often without their consent. The high street division 
also closed several regional branches. 

Jenkins introduced new performance related pay targets linked to customer service and the new values,and 
followed this up with a memo to all 140,000 employees to let them know of the new standards expected.  
He told staff who could not work with the new approach, “Barclays is not the place for you. The rules have 
changed. You won’t feel comfortable at Barclays and, to be frank, we won’t feel comfortable with you as 
colleagues.”

Yet, after just 3 years under Jenkins, Barclays’ profits had fallen by 52% and he was sacked in 2015 after 
pressure from shareholders.

Meanwhile, the banking sector continues to change with huge growth in online banking and customers 
demanding more convenient ways to make payments.

Source: http://uk.businessinsider.com/barclays-ceo-antony-jenkins-left-because-of-his-lack-of-investment-banking-understanding-2015-7 
and http://www.telegraph.co.uk/finance/newsbysector/banksandfinance/9808042/Antony-Jenkins-to-staff-adopt-new-values-or-leave-
Barclays.html
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1  a) Using Extract A, calculate the Average Rate of Return for the new Waste Recycling Unit. You are 
  advised to show your working.

(4 marks)
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  e) A new CEO of Barclays is considering changing the culture to improve future profitability. One option 
  is to implement a role culture with a tall hierarchy and the other is to use a task culture where the staff 
  work in teams to complete tasks.  

  Evaluate these two options and recommend which one would be most suitable to improve the 
  profitability of Barclays.

(20 marks)
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Question
Number

Answer
Mark

Knowledge 1 Application 3
Quantitative skills assessed:

QS3: construct and interpret a range of standard graphical forms

Knowledge: 1 mark for implicit understanding of decision trees

Application: 3 marks for 

Giant Panda’s

(0.6 x 700,000) + (0.4 x 140,000) = £476,000 - £300,000 = £176,000

Reptile House

(0.7 x 600,000) + (0.3 x 40,000) = £432,000 - £170,000 = £262,000

1 (b)

(4)
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Mark scheme
Question
Number

Answer Mark

Knowledge 1 Application 3

Quantitative skills assessed:

QS6: calculate investment appraisal outcomes and interpret results

Knowledge/understanding: 1 mark for implicit understanding of average rate of 
return

Application: 3 marks

Total profit of investment is 850 – 400 = 450

Average Annual Profit = 450/3 = 150

ARR = 150/400 x 100 = 37.5% 

1 (a)

(4)
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Question
Number

Indicative content Mark

Knowledge 2, Application 2, Analysis 3, Evaluation 3

 •	 Costa	operate	in	a	market	which	is	having	a	negative	impact	on	the	environment	with	
	 	 nearly	none	of	the	2.5	billion	takeaway	coffee	cups	thrown	away	being	recycled

	 •	 Costa	are	looking	to	lead	the	industry	against	coffee	cup	waste	and	be	more	socially	
	 	 responsible,	this	could	give	Costa	a	unique	selling	point	and	differentiate	Costa	from	
	 	 businesses	such	as	Starbucks	and	Café	Nero

	 •	 Research	often	shows	that	customers	are	more	likely	to	buy	from	businesses	which	
  are more socially responsible. This could therefore lead to a better reputation for 
	 	 Costa	and	increased	sales	revenue

	 •	 Being	more	socially	responsible	could	make	it	easier	for	Costa	to	attract	employees	
	 	 as	well	as	reducing	labour	turnover	as	quite	often,	employees	want	to	be	associated	
	 	 with	a	business	that	is	seen	to	be	more	socially	responsible.	This	can	reduce	costs

Potential counterbalance

 •	 Being	more	socially	responsible	can	lead	to	an	increase	in	costs.	In	the	case	of	Costa,	
removing	all	the	logo’s	from	the	cups	will	have	incurred	a	significant	cost	in	addition	to	
the cost of implementing in-store recycling

 •	 Socially	responsibility	could	be	seen	simply	as	a	PR	tool	in	order	for	Costa	to	look	
better	in	an	industry	which	is	having	a	huge	environmental	impact

 •	 Competitors	such	as	Starbucks	and	Café	Nero	may	soon	copy	what	Costa	are	doing	
therefore	reducing	any	competitive	advantage	that	Costa	may	have	gained.	This	
could	result	in	an	increase	in	costs	for	Costa	with	no	real	benefit	in	terms	of	extra	
sales revenue 

 •	 Given	the	amount	of	waste	generated	by	the	coffee	shop	industry,	customers	may			
  simply	expect	businesses	such	as	Costa	to	be	more	socially	responsible	which	again		
  may reduce the perceived benefits of being seen to be more socially responsible 

Potential judgement

	 •	 Given	the	amount	of	waste	that	is	generated	by	coffee	shop	business	such	as	Costa,	
being	more	socially	responsible	in	terms	of	reducing	coffee	cup	waste	will	not	only	
benefit	the	environment	but	could	also	have	a	positive	impact	on	Costa’s	reputation	
within	the	industry

1 (c)
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