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Answer all questions.

1 The building firm Taylor Wimpey tried to improve its cash-flow by trimming costs and cutting the 
price of its new homes.

 (a) State two different examples of fixed and variable costs which a business could reduce in 
order to improve its cash-flow.

Example 1 Example 2

Fixed costs

Variable costs

 [4]

 (b) What is the difference between fixed and variable costs?

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [2]

 (c) Explain how a building firm such as Taylor Wimpey could improve its cash-flow by cutting the 
prices of its new homes.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [3]

 (d) Why it is vital for any businesses to maintain a healthy cash-flow?

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [2]

 [Total: 11]
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2 (a) (i) Using the information in the table below, construct and label a break-even chart for 
Becky’s proposed property letting and management business if she were to ‘go it alone’.
 [8]  

Average rent per property £650 per month
Commission charge 12% per property per month
Fixed costs £150 per month
Variable costs £28 per property per month

Break-even chart for Becky’s proposed property letting 
and management business if she were to ‘go it alone’
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  (ii) State the break-even quantity per month.

Number of properties which need to be managed  ....................................................... [1]

 (b) Becky thinks that she would be able to manage 10 properties in a month if she were to ‘go it 
alone’. Calculate her commission per month if she manages 10 properties. 

Show your workings:

Commission £ ………...………… per month

 [2]
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 (c) Calculate the monthly profit or loss if Becky is only able to manage six properties on a ‘go it 
alone’ basis.

Show your workings:

Monthly profit/loss £ …………………

 [4]

 [Total: 15]
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3 Becky has estimated her capital budget at £2 500.

 (a) She would like to spend as close to her capital budget as possible. She feels, however, that 
she could tolerate a variance of + or – 5%.

  Calculate the maximum and minimum figures she would be prepared to spend on capital 
equipment.

Show your workings:

Maximum figure £ …………………..........

Minimum figure £ …………………..........

 [3]

 (b) Explain why businesses have to set budgets for their expenditure.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [2]

 (c) What is meant by the term ‘franchise’?

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [2]

 (d) Explain two advantages of being a franchisee.

Advantage 1:  .............................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Advantage 2:  .............................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [4] 
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 (e) Becky is considering purchasing a franchise with a start-up cost of £12 000. Other than a 
bank loan, identify two possible sources of finance to fund this start-up cost.

Possible source of finance 1:  ....................................................................................................

Possible source of finance 2:  ............................................................................................... [2]

 (f) Becky can obtain a bank loan for £12 000 at a cost of 6% per annum which has to be repaid 
over four years.

  Calculate her monthly repayments.

Show your workings:

Monthly repayment £ ………………...…

 [3]

 (g)* Discuss whether Becky should set up her proposed property letting and management 
business as a franchise or ‘go it alone’.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................
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 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ............................................................................................................................................ [12]

 [Total: 28]
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4 (a) Identify three external stakeholder groups which would have an interest in Becky’s proposed  
property letting and management business and state the interest which each group would 
have in her proposed business. 

Group 1:  ....................................................................................................................................

Interest:  .....................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Group 2:  ....................................................................................................................................

Interest:  .....................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Group 3:  ....................................................................................................................................

Interest:  .....................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [6]
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 (b) Analyse the possible consequences to a business such as Becky’s proposed property letting 
and management business if it does not take into account the interests of stakeholder 
groups.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [9]

 [Total: 15]
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5 (a) Explain three advantages of online advertising rather than local newspaper advertising to a 
business such as Becky’s proposed property letting and management business.

Advantage 1:  .............................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Advantage 2:  .............................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Advantage 3:  .............................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [6]

 (b) Other than a SWOT analysis, suggest one other marketing tool which Becky could use to 
analyse her proposed property letting and management business and the environment in 
which it would operate.

 ...................................................................................................................................................

 .............................................................................................................................................  [1]
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 (c) Discuss the extent to which it is beneficial that Becky carries out a SWOT analysis before 
launching her proposed property letting and management business.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................



12

© OCR 2010

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ............................................................................................................................................ [12]

 [Total: 19]
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6 Evaluate the likely impact of changes in economic variables on the success of Becky’s proposed 
property letting and management business. 

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................
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 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ................................................................................................................................................... [12]
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