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AQA AS Business Studies

4 Financial planning

a Cash flow is the amount of money moving into and out of a business (1 mark) over a period of time (1 mark).

b Breakeven output = fixed costs ÷ contribution per unit. (2 marks)

Annual fixed costs = £30,000 x 12 (1 mark) = £360,000 (1 mark)

Contribution per unit = £2.00 – £1.20 (1 mark) = £0.80 (1 mark)

Break-even output = £360,000 ÷ £0.80 = 450,000 (1 mark) ice creams (1 mark)

(NB: Only award marks for the formula if no calculation is attempted.)

c Answers may include the following:

· No, Pip had to negotiate a bank loan and other aspects such as cash-flow forecasts would be a vital part of this.

· Cash flow could be vital element of financial planning as this is likely to be a strongly seasonal business.

· The bank manager will have been interested in the budgets as profits will be an indication 
of the likely future success of the business and its ability to repay the large loan.

· Breakeven along with market research will indicate whether the business will generate profits.

	Level 5
	Good analysis and good application
	7 marks

	Level 4
	Good analysis or good application and reasonable application or reasonable analysis
	6 marks

	Level 3
	Good analysis or application or reasonable application and reasonable analysis
	5 marks

	Level 2
	Good knowledge plus reasonable application or reasonable analysis
	3-4 marks

	Level 1
	Answer contains relevant knowledge – basic points and/or evidence of understanding of relevant term(s)
	1–2 marks


Evaluation: a key line of evaluation is that all aspects of financial planning are important and that they should be considered together as a means of assessing the future success of a business.

	E3
	Judgement with well supported justification. Answer has a logical structure throughout, with effective use of technical terms.
	4–5 marks

	E2
	Judgement with limited attempt at justification. Evidence of a logical structure and some use of technical terms. 
	2–3 marks

	E1
	Assertion or judgement which is unsupported. Reasonable evidence of a logical structure and little use of technical terms. 
	1 mark
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