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INTRODUCTION
This Delivery Guide has been developed to provide practitioners with a variety of 
creative and practical ideas to support the delivery of this qualification. The Guide 
is a collection of lesson ideas with associated activities, which you may find helpful 
as you plan your lessons. 

OCR has collaborated with current practitioners to ensure that the ideas put forward in 
this Delivery Guide are practical, realistic and dynamic. The Guide is structured by learning 
outcome so you can see how each activity helps you cover the requirements of this unit. 

We appreciate that practitioners are knowledgeable in relation to what works for them 
and their learners. Therefore, the resources we have produced should not restrict or 
impact on practitioners’ creativity to deliver excellent learning opportunities. 

Whether you are an experienced practitioner or new to the sector, we hope you find 
something in this guide which will help you to deliver excellent learning opportunities. 

If you have any feedback on this Delivery Guide or suggestions for other resources you 
would like OCR to develop, please email resources.feedback@ocr.org.uk. 

Please note 

The timings for the suggested activities in this Delivery Guide DO NOT relate to 
the Guided Learning Hours (GLHs) for each unit. 

Assessment guidance can be found within the Unit document available from  
www.ocr.org.uk. 

The latest version of this Delivery Guide can be downloaded from the OCR website.

UNIT AIM
All businesses have to spend money before they can make a profit, and when they spend 
money, they incur costs. For you to make a success of a business, finance or accounting 
career, it is vital that you understand the key areas of management accounting.

All businesses require the ability to use management accounting information, for 
the purposes of planning and control of cash and other resources. You will gain an 
understanding of the nature of these costs, and the impact of these costs on expanding 
the organisation, or increasing business activity. This will include developing an 
understanding of the pricing methods used by businesses. Appropriate pricing of an 
organisation’s products or services will play a large part in its future profitability.

This unit will look at costing and budgeting, and how to use current or historical financial 
data, to plan for the effective finances and costs of the business for the future. You will 
develop your ability to critically analyse information, to help with both short-term and 
long-term decision making, and analyse variances between actual and predicted data. As 
part of your study, you will learn to assess and make judgements on a range of business 
projects using capital investment appraisal techniques.

You will gain an understanding of how break-even analysis allows managers to assess 
optimum activity levels, and how historical data can be used to look for trends that can 
forecast more accurately the figures that are used in budgets.

On completion of this unit, you will have a good appreciation of the skills and 
understanding necessary to manage the finances of an organisation, be able to assess 
the problems highlighted by variance analysis, and make realistic decisions on the likely 
courses of action.

You can build on your skills by studying the other Accounting units in this qualification.

OPPORTUNITIES FOR ENGLISH AND 
MATHS SKILLS DEVELOPMENT AND WORK 
EXPERIENCE
We believe that being able to make good progress in English and maths is essential to 
learners in both of these contexts and on a range of learning programmes. To help you 
enable your learners to progress in these subjects, we have signposted opportunities for 
English and maths skills practice within this resource. We have also identified any potential 
work experience opportunities within the activities. These suggestions are for guidance 
only. They are not designed to replace your own subject knowledge and expertise in 
deciding what is most appropriate for your learners.

 English    Maths   Work

mailto:resources.feedback%40ocr.org.uk?subject=
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Unit 13 Management accounting

LO1 Understand business costs and pricing methods used by businesses 

LO2 Be able to use break-even analysis 

LO3 Be able to calculate budgets using budgetary techniques 

LO4 Be able to calculate capital investment appraisals 

LO5 Be able to prepare and use cash flow forecasts 

To find out more about this qualification please go to: http://www.ocr.org.uk/
qualifications/cambridge-technicals-business-level-3-certificate-extended-
certificate-foundation-diploma-diploma-05834-05837-2016-suite

2016 Suite
•	 New suite for first teaching September 2016
•	 Externally assessed content
•	 Eligible for Key Stage 5 performance points from 2018
•	 Designed to meet the DfE technical guidance

http://www.ocr.org.uk/qualifications/cambridge-technicals-business-level-3-certificate-extended-certificate-foundation-diploma-diploma-05834-05837-2016-suite
http://www.ocr.org.uk/qualifications/cambridge-technicals-business-level-3-certificate-extended-certificate-foundation-diploma-diploma-05834-05837-2016-suite
http://www.ocr.org.uk/qualifications/cambridge-technicals-business-level-3-certificate-extended-certificate-foundation-diploma-diploma-05834-05837-2016-suite
http://www.ocr.org.uk/qualifications/by-type/cambridge-technicals/cambridge-technicals-2016/
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This unit (Unit 13) Title of suggested activity Other units/LOs

LO1  Introduction to costs Unit 13 Management accounting LO2 Be able to use break-even analysis
LO3 Be able to calculate budgets using budgetary techniques

Pricing research exercise Unit 7 Marketing campaign LO2 Understand the elements of the marketing mix

Special orders Unit 3 Business decisions LO2 Be able to use financial data to inform business decisions

How do costs influence the price a business charges? Unit 7 Marketing campaign LO2 Understand the elements of the marketing mix

LO2 Introduction to break-even and calculating  
break-even using formulae 

Unit 1 The business environment LO4 Be able to use financial information to check the financial health of the business

Producing break-even charts 1: constructing and 
interpreting a break-even chart

Unit 3 Business decisions LO2 Be able to use financial data to inform business decisions

LO3 Introduction to budgets Unit 13 Management accounting LO1 Understand business costs and pricing methods used by business

Introduction to budgeting calculations Unit 2 Working in business LO3 Be able to use business documents

Unit 11 Accounting concepts LO1 Understand why businesses keep accurate accounting records

LO4 Introduction to capital investment appraisal Unit 3 Business decisions LO2 Be able to use financial data to inform business decisions

Economic factors that affect capital investment – 
research exercise and presentation

Unit 14 Resource management LO2 Understand factors that influence how physical resources are managed by businesses

Legislative factors that affect capital investment Unit 1 The business environment LO6 Understand the external influences and constraints on businesses and how 
businesses could respond

LO5 Introduction to the importance of cash Unit 1 The business environment LO4 Be able to use financial information to check the financial health of the business

Constructing a cash flow forecast 2: from data Unit 3 Business decisions LO2 Be able to use financial data to inform business decisions

Distinction between profit and cash : improving cash 
flow management

Unit 1 The business environment LO4 Be able to use financial information to check the financial health of the business

The Suggested Activities in this Delivery Guide listed below have also been related to other Cambridge Technicals in Business units/Learning Outcomes (LOs).  This could help with delivery 
planning and enable learners to cover multiple parts of units.

RELATED ACTIVITIES
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KEY TERMS
Explanations of the key terms used within this unit, in the context of this unit

Key term Explanation

Accounting rate of return The annual average profit generated by the investment over its lifetime expressed as a percentage of the cost of the investment. For example, it allows a 
pizza restaurant to compare the additional profit earned from investing in a new oven compared to the return on alternative investments such as leaving 
the money in the bank to earn interest. 

Break-even point The level of output where the total revenue equals the total cost. No profit or loss is made at this point.

Budget A financial plan for the future which estimates revenue from sales and expected costs over a particular time period. It is a good way of ensuring that a 
business does not spend more than it should and an important part of business planning.

Cash flow forecast An outline of the predicted inflows and outflows of cash that the managers of a business expect over some future period. It is a useful tool to ensure that 
the business does not run out of cash and can afford to pay its day-to-day expenses, such as paying staff, suppliers and bills. A business can be profitable 
but still run into cash flow difficulties at certain times of the year and therefore a cash flow forecast is a very useful tool of business planning.

Competitive pricing A pricing method whereby a business sets its prices equal to or just below the market price. For example, a cake shop might decide to price its cakes at the 
same price as a local competitor or just below in order to gain some market share at its competitor’s expense.

Cost-plus pricing A method of pricing whereby a business calculates its unit cost of production and adds a percentage on top for profit. For example, if a cupcake costs £1 
to make and the business adds a 50% profit margin, the selling price of the cupcake will be £1.50.

Direct cost The costs associated with producing a particular product. For example, the raw materials needed to make a cupcake such as butter, eggs and the direct 
labour such as the baker’s wages.

Discounting A pricing method whereby a business offers its product at a lower price compared to an earlier price it was charging. For example, cupcakes now selling at 
£1.25 when the original price was £1.50. This is a very common method in retail – just visit a local supermarket to see this. 

Fixed cost A cost that is independent of the level of output. For example, the rent paid by a cake shop remains the same whether it sells one or a thousand cakes.

Indirect cost Costs that cannot be directly associated with producing one product – they are incurred by the whole business and are sometimes called overheads.  
Examples include rent, insurance and salaries of office staff.  

Investment appraisal A tool used to decide whether to proceed with a major piece of investment, such as the buying of new premises, machinery and other major fixed assets. 
For example, should a pizza business invest in a new set of more efficient ovens? Investment appraisal uses many different methods. Three are payback; 
accounting rate of return (ARR); net present value (NPV).

Margin of safety The amount by which a firm’s current level of output exceeds the level of output necessary to break even. Margin of safety is calculated by subtracting 
actual output from the break-even level of output.

Marginal cost The addition to total costs of producing one extra unit of output. It is calculated by dividing the change in total cost by the change in quantity produced. 
This is useful in terms of deciding whether to take on an extra order or not.

Net present value (NPV) A calculation of the lifetime profit generated by an investment, with future earnings discounted (adjusted to show what these earnings would be worth in 
today’s money). This helps the business to compare the returns on different types of investments.  

Opportunity cost The value of the next best alternative forgone when making a decision. For example, if a pizza business owner decides to spend her retained profit 
investing in a new van for the business, the opportunity cost may be a new oven that could have been bought with the money.

Overheads Another term for indirect costs: those costs that cannot be associated with producing one product – they are incurred by the whole business.  Examples 
include rent, insurance and salaries of office staff.  
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Explanations of the key terms used within this unit, in the context of this unit

Key term Explanation

Payback A measure of how long it will take for the net cash flow generated by an investment to repay the initial cost. For example if a new oven costs £4000, how 
long will it take to repay this investment from the money generated by sales? 

Profit The amount by which total revenue exceeds total cost. For example, if a cake shop earned £5000 of total revenue in a week and total costs were £4000, the 
business would have made £1000 profit for the week.

Semi-variable cost A cost which has both fixed and variable elements. For example, a business’s electricity bill might include a standing charge which is a fixed amount and 
does not depend on usage, and charges which are dependent on electricity usage (i.e. variable).

Stepped costs A type of cost that rises in one go at a certain level of output, usually as the business gets bigger and has to invest in order to expand. For example, if a 
cake producing business expanded beyond its current capacity it may need to buy new premises and/or need machinery. Therefore, its fixed costs would 
rise at a certain level of output before becoming constant again.  

Total contribution The amount of money that is available to cover the fixed costs after the variable costs have been covered. Once the fixed costs have been covered, the 
contribution represents the amount of money that will then go towards the profit of the business. The contribution per unit is calculated by subtracting 
variable cost per unit from price per unit. Total contribution is calculated by multiplying contribution per unit by the quantity sold.

Total cost All the costs incurred by a business. It is the sum of direct and indirect costs or the sum of fixed, variable and semi-variable costs. 

Unit cost The cost of producing one unit of output – e.g. one cake in a cake shop. It is calculated by dividing total costs by the quantity produced. Unit costs are 
useful for a firm when setting prices.

Value-based pricing A pricing method that sets the price of a product based on the perceived value of the product rather than the cost of making it. Businesses that have a 
strong USP are more likely to be able to use this pricing method. For example, suppose a cake shop marketed its cupcakes as hand-crafted and wrapped 
them in individual boxes, it would be able to charge a higher price than a mass-produced cupcake sold in a supermarket, due to its perceived higher value.

Variable cost A cost that is dependent on the level of output. For example, the more cakes produced by a cake shop the higher the costs for raw materials such as eggs, 
butter and flour.

Variance analysis This tool considers the difference between the actual figures (e.g. sales revenue, marketing costs) and the budgeted figures (e.g. expected sales revenue, 
expected marketing costs). A favourable variance occurs when the actual figures are better than the budgeted figures. An adverse variance occurs when 
the actual figures are worse than the budgeted figures.
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Some common misconceptions and guidance on how they could be overcome

What is the misconception? How can this be overcome? Resources which could help

The distinction between profit and 
cash

Equating cash with profit is a very common misconception among learners in 
business finance. 

The lesson element on Luke’s finances is a good way to try and overcome this. 
It is worth projecting the scenario onto an interactive whiteboard and asking 
learners to try and solve the problem of whether Luke can get through the first 
term at university financially. Learners could vote on whether he will be able to 
get through the first term.

After some feedback discussion – but no answers – tutors could ask learners to 
complete the exercise to prove that he has a surplus throughout the term (profit) 
but will run into cash flow difficulties if he does not raise extra finance. Tutors can 
then direct learners to apply this knowledge in a business context.

This is likely to be a topic that will need to be recapped throughout the teaching 
of this unit.

Lesson Element: Luke’s finances 
OCR
http://www.ocr.org.uk/Images/289119-unit-13-lesson-
element-luke-s-finances.doc
This resource allows learners to apply their knowledge 
of both profit and cash flow to that of a student going to 
university. By completing the task, learners should be able to 
understand that a business can be profitable over the long 
term but still suffer cash flow difficulties in the short term.

Profit and Cash
tutor2u
http://www.tutor2u.net/business/presentations/finance/
profitandcash/player.html
This presentation outlines the difference between profit and 
cash and includes some good graphical examples.

Favourable and adverse variances 
being the different way round for 
revenue/profit budgets and costs 
budgets

Misconceptions may arise over adverse and favourable variances. Learners 
usually have no problem with identifying adverse and favourable profit/revenue 
variances. However, they can sometimes struggle in the context of costs. Whereas 
a positive profit variance is favourable, a positive costs variance is adverse.

A way to address this is to let the learners try to work this out for themselves. 
For example, learners could be tasked with working out a number of profit and 
costs variances. After the answers have been checked, tutors could introduce 
the definitions of adverse and favourable variance, but without supporting these 
with examples. Learners could then be required to add ‘favourable’ or ‘adverse’ to 
their earlier answers. Learners that understand this quickly could support other 
learners. As with much numerical knowledge, understanding is often better 
achieved through trial and error than tutor explanation.

Variances – Introduction
tutor2u
http://www.tutor2u.net/business/reference/variances-
introduction
This fact sheet includes a concise description of variances 
together with common misunderstandings.

MISCONCEPTIONS

http://www.ocr.org.uk/Images/289119-unit-13-lesson-element-luke-s-finances.doc
http://www.ocr.org.uk/Images/289119-unit-13-lesson-element-luke-s-finances.doc
http://www.tutor2u.net/business/presentations/finance/profitandcash/player.html
http://www.tutor2u.net/business/presentations/finance/profitandcash/player.html
http://www.tutor2u.net/business/reference/variances-introduction
http://www.tutor2u.net/business/reference/variances-introduction
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SUGGESTED ACTIVITIES
LO No: 1

LO Title: Understand business costs and pricing methods used by businesses 

Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to costs For this activity learners could be told they are setting up a relatively simple business – such as a cake 
shop – and asked to brainstorm all the costs associated with doing this. Learners should then feed 
back to general discussion.

Tutors could introduce the different cost categories: fixed, variable, semi-variable, direct and indirect. 
Learners could then be asked to sort the original brainstorm of costs into these categories and feed 
back.

30 minutes Unit 13 LO2, LO3

Pricing research exercise For this activity learners could be directed to research a local competitive market – such as sandwich 
businesses, coffee shops, hairdressers, restaurants, fast food outlets, etc. 

Learners could be asked to:
•	 Research the meaning of competitive, value and discount pricing
•	 Visit different outlets in their chosen market outside of lesson time –  e.g. visit five different coffee 

shops – and make a note of the prices and products/services being offered
•	 Write up their findings in a report 
•	 Feed back their findings to a group discussion on pricing methods.

This could be completed as an individual, paired or group activity.

Marketing Mix: Price (Revision Presentation)
tutor2u
http://www.tutor2u.net/business/reference/marketing-mix-price-revision-presentation
This presentation gives a comprehensive overview of the main pricing strategies employed by 
businesses.

2 hours Unit 7 LO2

http://www.tutor2u.net/business/reference/marketing-mix-price-revision-presentation
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Title of suggested activity Suggested activities Suggested timings Also related to

Special orders These resources can be used for a tutor-led explanation of special order decisions and/or adapted into 
lesson-based activities for learners to complete individually or in pairs.

Special Orders in Cost Accounting
For Dummies 
http://www.dummies.com/how-to/content/special-orders-in-cost-accounting.html
This fact sheet gives a step-by-step guide to special orders including worked examples.

Special Order Decisions
Revision World
http://revisionworld.com/a2-level-level-revision/business-studies/accounting-finance-marketing/
contribution-break-even-analysis/special-order-decisions
This fact sheet gives a step-by-step guide to special orders including worked examples.

Tutors could lead a discussion on circumstances when a business may accept a special order with a 
negative contribution or very low contribution and the possible risks of this (e.g. sets a precedent).

40 minutes Unit 3 LO2

How do costs influence the 
price a business charges?

As in the first activity suggested for this unit, learners could be told they are setting up a relatively 
simple business – e.g. a cake shop or coffee shop – and be asked to brainstorm all the factors that 
they would need to consider when deciding what price to charge. Learners should then feed back to 
generate a general discussion. 

Pricing – factors to consider when setting price
tutor2u
http://www.tutor2u.net/business/reference/pricing-factors-to-consider-when-setting-price

The articles below could be useful in stimulating discussion – especially the one on the New York café.

Starbucks Pricing Strategy Under Attack in China
tutor2u
http://www.tutor2u.net/business/blog/starbucks-pricing-strategy-under-attack-in-china
This article outlines how costs of doing business lead a Starbucks coffee to be generally more 
expensive in China than in London or Mumbai. 

The price of a hot water and lemon?
tutor2u
http://www.tutor2u.net/business/blog/the-price-of-a-hot-water-and-lemon
This article provides a link to a PowerPoint which outlines a complaint made by a customer at a New 
York café who was charged for a hot water and lemon, together with the café’s response.

40 minutes Unit 7 LO2

http://www.dummies.com/how-to/content/special-orders-in-cost-accounting.html
http://revisionworld.com/a2-level-level-revision/business-studies/accounting-finance-marketing/contribution-break-even-analysis/special-order-decisions
http://revisionworld.com/a2-level-level-revision/business-studies/accounting-finance-marketing/contribution-break-even-analysis/special-order-decisions
http://www.tutor2u.net/business/reference/pricing-factors-to-consider-when-setting-price
http://www.tutor2u.net/business/blog/starbucks-pricing-strategy-under-attack-in-china
http://www.tutor2u.net/business/blog/the-price-of-a-hot-water-and-lemon
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Title of suggested activity Suggested activities Suggested timings Also related to

Low price business models Learners could be directed towards the article on Ikea’s low pricing business model, which explains 
how Ikea keeps its prices low and the philosophy behind its low prices.

Learners could be asked to read the article and identify the strategies that Ikea uses to keep prices low.

Learners could be asked to research other businesses with a low cost model, such as Ryanair and 
Primark, and to feed back on their findings.

Quality home furnishing products at affordable prices
Ikea
http://www.ikea.com/ms/en_GB/about_ikea/the_ikea_way/our_business_idea/our_low_prices.html
Web page setting out Ikea’s vision, business ideas and concept.

45 minutes

Costs and pricing case study The activity below could be completed by learners in pairs or individually. The case study looks at the 
impact of pricing policies on production and costs.

Edexcel AS/A Level Business, by Dave Hall and others 
Pearson (2015, 5th edition)
Fictional case study – Razia Malik (page 180) – with questions on costs and pricing.

30 minutes

http://www.ikea.com/ms/en_GB/about_ikea/the_ikea_way/our_business_idea/our_low_prices.html
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SUGGESTED ACTIVITIES
LO No: 2

LO Title: Be able to use break-even analysis

Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to break-even 
and calculating break-even 
using formulae

The dice game activity offers a fun way into the topic of calculating break-even by use of the formula. 
It also provides a good link to previous learning of the distinction between fixed and variable costs. 
The activity should be used after concepts such as contribution have been introduced.

Breakeven - Dice game
TES
https://www.tes.com/teaching-resource/breakeven-dice-game-11114208
A fun resource to introduce learners to calculating break-even, plus recognising which costs are fixed 
and variable.

Contribution and Contribution per Unit
tutor2u
http://www.tutor2u.net/business/reference/contribution-and-contribution-per-unit
This fact sheet explains how to calculate contribution per unit and total contribution with applied 
examples.

40 minutes Unit 1 LO4

Calculating break-even, 
contribution and margin of 
safety using formulae – case 
study

Learners could complete this activity in pairs or individually and it provides a suitable follow up to the 
previous activity.

Breakeven and Profit Calculations – Practice Case Study (SAS)
tutor2u
http://www.tutor2u.net/business/blog/breakeven-and-profit-calculations-practice-case-study-sas
Case study with answers provided once completed. This resource provides a good check on learning 
and/or revision activity.

Calculating Breakeven Output - Changes and Margin of Safety
tutor2u
http://www.tutor2u.net/business/reference/calculating-breakeven-output-changes-margin-of-safety
This fact sheet from tutor2u explains ‘what if ’ scenarios and the impact on the margin of safety and 
break-even output. It includes some good worked examples which could also be adapted into 
questions.

40 minutes

https://www.tes.com/teaching-resource/breakeven-dice-game-11114208
http://www.tutor2u.net/business/reference/contribution-and-contribution-per-unit
http://www.tutor2u.net/business/blog/breakeven-and-profit-calculations-practice-case-study-sas
http://www.tutor2u.net/business/reference/calculating-breakeven-output-changes-margin-of-safety
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Title of suggested activity Suggested activities Suggested timings Also related to

Producing break-even 
charts 1:  constructing and 
interpreting a break-even 
chart

The activities in the first resource below build up and assess a basic understanding of how to 
construct and interpret a break-even chart. 

These activities could be completed individually or in pairs. Given the very practical nature of this 
topic, tutors might want to split learners by ability so that learners who grasp mathematical concepts 
quickly can work with and mentor learners that have weaker maths skills.

Edexcel A Level Business 1, by Ian Marcousé, Andrew Hammond and Nigel Watson
Hodder Education (2015 edition)
Three fictional data responses (pages 226–227) with questions on constructing break-even charts, 
making changes to variables such as price and output, calculating margin of safety and contribution, 
and evaluation of break-even analysis.

Calculating Breakeven Output - Chart Method
tutor2u
http://www.tutor2u.net/business/reference/calculating-breakeven-output-chart-method
This fact sheet gives a step-by-step guide to constructing a break-even chart.

1.75 hours Unit 3 LO2

Producing break-even  
charts 2:  impact of changing 
price and costs 

The activities in the resources below should help learners to develop a deeper understanding of 
break-even charts by considering the impact of changes to price and cost variables.

These activities could be completed individually or in pairs. Given the very practical nature of this 
topic, tutors might want to split learners by ability so that learners who grasp mathematical concepts 
quickly can work with and mentor learners that have weaker maths skills.

OCR Business for A Level, by Andy Mottershead, Alex Grant and Judith Kelt
Hodder Education (2015 edition)
Revision questions and fictional case study (Secret Compass, pages 216–217) on constructing  
break-even charts, making changes to variables such as price and output, calculating margin of safety 
and contribution, and evaluation of increasing price (45 minutes approximately). 

AQA A Level Business 1, by John Wolinski and Gwen Coates
Hodder Education (2015 edition)
Revision questions and fictional case study (Rocking horses,  pages 384–385) on calculating 
contribution, break-even, margin of safety, interpreting break-even charts, making changes to cost 
variables, and implementing strategies in the context of making a loss (60 minutes approximately). 

1.75 hours

http://www.tutor2u.net/business/reference/calculating-breakeven-output-chart-method
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Title of suggested activity Suggested activities Suggested timings Also related to

Using break-even analysis to 
assess business decisions 

This activity considers a real firm – BlackBerry – and the usefulness of break-even analysis to this 
business.

This case study could be used as a classroom discussion exercise. Learners could also be asked to 
research further into BlackBerry (see website link below) and then write up answers to the two 
questions in the case study and/or produce a report on the usefulness of break-even analysis to 
BlackBerry given its current situation.

AQA Business for A Level 1, by Malcolm Surridge and Andrew Gillespie
Hodder Education (2015 edition)
Case study: BlackBerry targets break-even (page 226) based on real source material and includes a 
couple of questions on the usefulness of break-even to BlackBerry.

Blackberry squeezed as sales slump
BBC News
http://www.bbc.co.uk/news/business-35945588
This article supports the case study and gives further information.

1.25 hours

Responding to a low margin 
of safety

Learners could be told that they work as a freelance accountant giving advice to small businesses. 
They have been given the task of advising a small business – e.g. a coffee shop or a bakery – that 
is struggling to break even and thus has a low margin of safety. The business operates in a fairly 
competitive market.

In pairs/threes, learners could be instructed to devise a plan to help the business implement strategies 
to achieve a higher margin of safety.

They could present their ideas to the rest of the class. The presentation should include a break-even 
chart showing how cuts in costs and possible changes in price change the revenue and cost lines and 
thus the margin of safety for the business.

Learners could individually write up the findings in a report.

1.5 hours

http://www.bbc.co.uk/news/business-35945588
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SUGGESTED ACTIVITIES
LO No: 3

LO Title: Be able to calculate budgets using budgetary techniques

Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to budgets Learners could be told that they need to plan an event at their college or school – e.g. an end of year 
party or a college arts/drama production.

Learners could be put into groups of three/four.

•	 Groups would be required to brainstorm everything needed for the event and feed back to full 
group discussion. Full group to agree on what is needed and draw up a definitive list.

•	 The tutor then sets a budget for the event.
•	 Groups need to research how they will meet the needs of the event with their budget – e.g. 

research prices of food, etc.
•	 Each group to present their plan to put on the event with the budget they have.
•	 The task could be taken further if the tutor increases the cost of a necessary part of the event by 

20%. How will the groups respond to this? 
•	 Feedback on the above question. Issues to draw out from the discussion: will they put up price (with 

consequences for demand and revenue) or reduce other costs (with possible impact on quality)?
•	 Conclude: discuss the importance of budgets and the concepts of adverse and favourable 

variances.

The benefits of budgeting: A Zurich case study
tutor2u
http://businesscasestudies.co.uk/zurich/the-benefits-of-budgeting/introduction.
html#axzz3xWOa0v9a
This is a detailed case study on the insurance firm Zurich outlining the benefits of budgeting to this 
business. The resource could be adapted into an in-class case study by adding questions.

1 hour + Unit 13 LO1

Calculating a budget – 
introductory activity

This activity introduces basic budgeting techniques as well as the concept of adverse and favourable 
variances. It uses the real-life scenario of going shopping, which is a good way of introducing this 
topic before going into the more abstract application to business budgeting.

Starter Activity: The Budget Basket
tutor2u
http://www.tutor2u.net/business/blog/the-budget-basket
This is a tried and tested starter activity to use in lesson time to illustrate how to calculate a budget 
and the problems that may arise from poor budgeting. 

40 minutes

http://businesscasestudies.co.uk/zurich/the-benefits-of-budgeting/introduction.html#axzz3xWOa0v9a
http://businesscasestudies.co.uk/zurich/the-benefits-of-budgeting/introduction.html#axzz3xWOa0v9a
http://www.tutor2u.net/business/blog/the-budget-basket
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Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to budgeting 
calculations

These two resources from tutor2u provide a basic introduction to budgets and a supporting class 
exercise (to be completed in pairs or individually).

Using Budgets
tutor2u
http://www.tutor2u.net/business/reference/budgets-revision-presentation
A PowerPoint presentation (18 slides) summarising budgeting and variance analysis.

Profit and Variance Practice Calculations – SAS Case Study
tutor2u
http://www.tutor2u.net/business/blog/profit-and-variance-practice-calculations-sas-case-study
Case study with answers provided once completed. This resource provides a good check on learning.

1 hour Unit 2 LO3
Unit 11 LO1

Calculating budgets and 
variances – various exercises

The activities in the resource below develop a learner’s understanding of budgets and variance 
analysis. These activities could be completed individually or in pairs. Given the very practical nature 
of this topic, tutors might want to split learners by ability so that learners who grasp mathematical 
concepts quickly can work with and mentor learners that have weaker maths skills.

Edexcel A Level Business 1, by Ian Marcousé, Andrew Hammond and Nigel Watson
Hodder Education (2015 edition)
Three exercises including revision questions and fictional data response (pages 232–233) on budgets, 
budgeting systems, calculating budgets and variance, and evaluating budgeting techniques.

1.5 hours

Calculating budgets, 
variances and evaluating 
the use of budgets to inform 
decision making

The activities in the resources below develop a learner’s understanding of budgets and variance 
analysis through questions that assess the usefulness of budgets to businesses making strategic 
decisions. The first exercise listed is a real-life case study based on the Eden Project in Cornwall.

AQA A Level Business 1, by John Wolinski and Gwen Coates
Hodder Education (2015 edition)
Case study: Budgeting the Eden Project (pages 361–362) is based on real source material and includes 
a range of questions such as calculating budgets and variance and evaluating the usefulness of 
budgeting (45 minutes approximately). 

Further information on the Eden Project can be found by visiting its website:
https://www.edenproject.com/eden-story

AQA Business for A Level 1, by Malcolm Surridge and Andrew Gillespie
Hodder Education (2015 edition)
Two fictional case studies (pages 210–211) that include questions on the importance and difficulties 
of setting budgets for new businesses (50 minutes approximately). 

1.5 hours

http://www.tutor2u.net/business/reference/budgets-revision-presentation
http://www.tutor2u.net/business/blog/profit-and-variance-practice-calculations-sas-case-study
https://www.edenproject.com/eden-story
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Title of suggested activity Suggested activities Suggested timings Also related to

Budgets test and revision 
questions

These two resources provide a good way to check learning. The first resource could be adapted into a 
class test while the second test is better for uploading to the school/college VLE.

Lesson Worksheet – Budgeting Basics
tutor2u
http://www.tutor2u.net/business/blog/lesson-worksheet-budgeting-basics
This is a test on budgets without any calculations and includes answers. Most of the questions are 
applicable to the Cambridge Technicals course: any that are not (such as zero budgeting) could be 
dropped/edited out. Learners could peer mark each others’ responses. 

Revision Quiz – Business Planning and Budgeting
tutor2u
http://www.tutor2u.net/business/blog/buss1-revision-quiz-business-planning-budgeting
Ten-question revision quiz that could be used as a quick check on learning or uploaded onto the 
centre’s VLE.

30–50 minutes 
(depending whether 
peer marked or not)

http://www.tutor2u.net/business/blog/lesson-worksheet-budgeting-basics
http://www.tutor2u.net/business/blog/buss1-revision-quiz-business-planning-budgeting
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SUGGESTED ACTIVITIES
LO No: 4

LO Title: Be able to calculate capital investment appraisals 

Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to capital 
investment appraisal

This can be a very tricky topic for many learners and so needs careful explanation. The tutor2u 
resources are very good and it is suggested that links be put on the centre’s VLE. The fact sheets for 
the three investment appraisal techniques are designed to accompany the PowerPoint presentation.

Tutors could adapt the worksheets from tutor2u so that the answers to the examples are taken out. 
Learners could then try and solve each example as it is presented. This should make the exposition of 
this topic more interactive and provide a quick check on learning.

Introduction to Investment Appraisal (Revision Presentation)
tutor2u
http://www.tutor2u.net/business/reference/introduction-to-investment-appraisal-revision-
presentation
A PowerPoint presentation (25 slides) summarising the three methods of investment appraisal with 
advantages and disadvantages of each.

Payback Period
tutor2u
http://www.tutor2u.net/business/reference/payback-period
This short fact sheet introduces payback period with an applied example and outlines the advantages 
and disadvantages of the technique.

Accounting Rate of Return (ARR)
tutor2u
http://www.tutor2u.net/business/reference/accounting-rate-of-return-arr
Introduces ARR with an example and outlines the advantages and disadvantages of the technique.

Net Present Value (NPV)
tutor2u
http://www.tutor2u.net/business/reference/net-present-value-npv
Introduces NPV with an example and outlines the advantages and disadvantages of the technique.

Investment Appraisal (Revision Webinar)
tutor2u
http://www.tutor2u.net/business/reference/investment-appraisal-revision-webinar
A 38-minute webinar that outlines the basics of investment appraisal with applied examples. 

1 hour Unit 3 LO2

http://www.tutor2u.net/business/reference/introduction-to-investment-appraisal-revision-presentation
http://www.tutor2u.net/business/reference/introduction-to-investment-appraisal-revision-presentation
http://www.tutor2u.net/business/reference/payback-period
http://www.tutor2u.net/business/reference/accounting-rate-of-return-arr
http://www.tutor2u.net/business/reference/net-present-value-npv
http://www.tutor2u.net/business/reference/investment-appraisal-revision-webinar
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Title of suggested activity Suggested activities Suggested timings Also related to

Evaluating capital 
investment appraisal 
techniques: case study of 
Tesco

The resources below outline Tesco’s decision to close 43 stores, some of which were still making a 
profit. The case study could be read as a group. Discussion could be based around the information 
that Tesco would have used to make these decisions. Would it all have been based on capital 
investment techniques or would other qualitative data have been needed?

AQA A Level Business 1, by John Wolinski and Gwen Coates
Hodder Education (2015 edition)
This is a short case study (without questions provided) on cost cutting at Tesco (page 189). It would 
make a good introduction to evaluating investment appraisal. The web version is also available from 
City AM through this link:  
http://www.cityam.com/208264/analysis-why-has-tesco-chosen-stores-close-it-has 

Evaluating InvestmentAppraisal
tutor2u
http://www.tutor2u.net/business/reference/evaluating-investment-appraisal
This short fact sheet outlines the limitations of investment appraisal.

30 minutes

Calculating capital 
investment appraisal 1

The activities in the resources below develop a learner’s understanding of how to calculate and 
interpret various investment appraisal techniques.

These activities could be completed individually or in pairs. Given the possible complexity of this 
topic, tutors might want to split learners by ability so that learners who grasp mathematical concepts 
quickly can work with and mentor learners that have weaker maths skills.

Edexcel AS/A Level Business, by Dave Hall and others
Pearson (2015, 5th edition)
Fictional case study on FLORIpori Ltd with questions (page 327) on the three types of investment 
appraisal and evaluation of the techniques (30 minutes approximately).

OCR Business for A Level, by Andy Mottershead, Alex Grant and Judith Kelt
Hodder Education (2015 edition)
Revision questions and fictional case study on PhotoboothPlus (pages 225–226) on calculating the 
three types of investment appraisal, advantages of the methods and the use of quantitative and 
qualitative information (40 minutes approximately).

1.25 hours

http://www.cityam.com/208264/analysis-why-has-tesco-chosen-stores-close-it-has
http://www.tutor2u.net/business/reference/evaluating-investment-appraisal
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Title of suggested activity Suggested activities Suggested timings Also related to

Calculating capital 
investment appraisal 2: real 
case study based on the 
prison estate

This activity could be completed individually or in pairs. Given the possible complexity of this topic, 
tutors might want to split learners by ability so that learners who grasp mathematical concepts 
quickly can work with and mentor learners that have weaker maths skills.

AQA A Level Business 1, by John Wolinski and Gwen Coates
Hodder Education (2015 edition)
Case study: Managing the prison estate (pages 198–199) is based on real source material and includes 
a range of questions, such as calculating the three types of investment appraisal and using investment 
appraisal to evaluate business strategy.

Further information on the prison estate to give context to the above can be found at the link below:

Managing the prison estate
National Audit Office
https://www.nao.org.uk/report/managing-the-prison-estate/
Information on the prison estate.

45 minutes

Economic factors that affect 
capital investment – research 
exercise and presentation

This link to Trading Economics allows tutors to select data for a variety of economic indicators and 
time periods.

United Kingdon: Economic Indicators
Trading Economics
http://www.tradingeconomics.com/united-kingdom/indicators
Tutors can print economic data trends for the UK for the past 10 years for these indicators: GDP; 
employment/unemployment; inflation; interest rates; £/€ and £/$ exchange rate.

•	 Tutors could split the group into smaller groups of three or four: learners could be given the task of 
explaining the trends in one piece of economic data, how these trends impact a given business or 
industry, and how the data might affect capital investment decisions by the business or industry.

•	 Each group could then present the findings from their piece of economic data to the rest of the 
group.

•	 Using the information from all the sources, learners could then write a report assessing the current 
economic climate for capital investment decisions for a chosen business or industry.

2 hours Unit 14 LO2

https://www.nao.org.uk/report/managing-the-prison-estate/
http://www.tradingeconomics.com/united-kingdom/indicators


C
A

M
BRID

G
E TEC

H
N

IC
A

LS IN
 BU

SIN
ESS

LEVEL 3 U
N

IT 13

21

Title of suggested activity Suggested activities Suggested timings Also related to

Legislative factors that affect 
capital investment

Tutors could select a piece of recent or proposed legislation – e.g. the increases in the proposed living 
wage.
•	 In groups of three or four, learners could explain how this legislation will affect a business and 

what it should do in terms of capital investment decisions. For example, in the context of the living 
wage this could include businesses such as cleaning companies, retail and distribution. A cleaning 
company made to pay the living wage may respond by cutting back on staff and making remaining 
workers more productive. A distribution company might choose to invest in labour-saving capital 
equipment, etc.

•	 Different groups could be given different types of businesses or industries to research and/or 
different types of legislation.

•	 Each group could present their recommendations back to the rest of the group.
•	 This task could be followed up by an individual report entitled ‘A report into how the XXX legislation 

will affect XXX’s capital investment decisions’.

New evidence of business case for adopting Living Wage
Living Wage Foundation
http://www.livingwage.org.uk/news/new-evidence-business-case-adopting-living-wage
Article about the living wage.

JD Wetherspoon warns wage costs are likely to hit profits
BBC News
http://www.bbc.co.uk/news/business-35359423
Article about the impact of wage costs on Wetherspoon’s profits. 

National Living Wage to cost businesses ‘more than £1bn’
BBC News
http://www.bbc.co.uk/news/business-35095711
Article on the cost of the living wage to businesses.

2 hours Unit 1 LO6

Investment appraisal revision 
exercises

Santa’s Investment Appraisal
TES
https://www.tes.com/teaching-resource/santa-s-investment-appraisal-6311084
A seasonal exercise,  calculating ARR, payback and NPV, with answers provided: 

Investment Appraisal Overview
tutor2u
http://www.tutor2u.net/business/blog/revision-quiz-investment-appraisal-1
Ten-question revision quiz that can be uploaded onto the school/college VLE. 

40 minutes

http://www.livingwage.org.uk/news/new-evidence-business-case-adopting-living-wage
http://www.bbc.co.uk/news/business-35359423
http://www.bbc.co.uk/news/business-35095711
https://www.tes.com/teaching-resource/santa-s-investment-appraisal-6311084
http://www.tutor2u.net/business/blog/revision-quiz-investment-appraisal-1
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SUGGESTED ACTIVITIES
LO No: 5

LO Title: Be able to prepare and use cash flow forecasts 

Title of suggested activity Suggested activities Suggested timings Also related to

Introduction to the 
importance of cash 

The importance of cash flow can be a difficult concept for learners to understand. The activity below 
provides a fun and interactive exercise to make an abstract concept real for learners. It can be used as 
an individual, paired or group activity.

Lesson Activity – Cashflow Cluedoh
tutor2u
http://www.tutor2u.net/business/blog/cashflow-cluedoh
This is an interactive and fun exercise that can be downloaded for free from the tutor2u website. 
Learners have to find clues in order to solve a puzzle as to why a firm went bust.

Cash Flow Forecasting for a Start-Up
tutor2u
http://www.tutor2u.net/business/reference/cash-flow-forecasting-for-a-startup
Explains cash flow, why it is important to start-up firms and the limitations of forecasting cash flow.

1 hour + Unit 1 LO4

Constructing a cash flow 
forecast 1:  using Excel 
software

The following resource – designed to help learners construct a cash flow forecast using an Excel 
spreadsheet – will require learners to be in an ICT suite or have access to computers or laptops.

Excel AS Teaching Resource: Cash Flow Forecast
tutor2u
http://www.tutor2u.net/business/blog/excellent-free-excel-as-teaching-resources-cash-flow-forecast
An interactive resource to help learners construct a cash flow forecast. It includes an extension task for 
advanced learners. Built-in prompts allow learners to understand where they may be making mistakes.

Teaching of this topic could be supported through the use of these two resources from tutor2u:

Cash Flow Forecasting – Example (Start-up)
tutor2u
http://www.tutor2u.net/business/reference/cash-flow-forecasting-example-startup
Applied case study which fully explains the format of the cash flow forecast.

Cash Flow Forecasting for a Start-up (Revision Presentation)
tutor2u
http://www.tutor2u.net/business/reference/cash-flow-forecasting-for-a-start-up-revision-presentation
A presentation (17 slides) on the importance of cash flow and how to construct a cash flow forecast.

1 hour 

http://www.tutor2u.net/business/blog/cashflow-cluedoh
http://www.tutor2u.net/business/reference/cash-flow-forecasting-for-a-startup
http://www.tutor2u.net/business/blog/excellent-free-excel-as-teaching-resources-cash-flow-forecast
http://www.tutor2u.net/business/reference/cash-flow-forecasting-example-startup
http://www.tutor2u.net/business/reference/cash-flow-forecasting-for-a-start-up-revision-presentation
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Title of suggested activity Suggested activities Suggested timings Also related to

Constructing a cash flow 
forecast 2: from data

This resource is a good introductory activity for learners to complete:

Starter Activity - Cash Flow Forecasting for Celebs
tutor2u
http://www.tutor2u.net/business/blog/starter-activity-cash-flow-forecasting-for-celebs
This is an activity that can be downloaded for free from the tutor2u website. Learners have to 
construct a cash flow forecast from data for a made-up company called Happy Ever After Events plc. 

1 hour Unit 3 LO2

Constructing a cash flow 
forecast 3: extension 
exercises

 

These resources allow learners to further practice constructing cash flow forecasts. They could be used 
as extension work in the lesson or set as homework.

Cash flow forecasting worksheets
TES
https://www.tes.com/teaching-resource/cash-flow-forecasting-worksheets-6265786
This resource includes four worksheets with different data response questions related to cash flow 
problems and cash flow forecasting. 

A Hotspot Quiz on Cash Flow Forecasting
tutor2u
http://www.tutor2u.net/business/blog/a-hotspot-quiz-on-cash-flow-forecasting
Ten-question revision quiz that can be uploaded onto school/college VLE. 

2 hours

Distinction between profit 
and cash: improving cash 
flow management

See Luke’s finances lesson element on the OCR website:  
http://www.ocr.org.uk/Images/289119-unit-13-lesson-element-luke-s-finances.doc
This resource allows learners to apply their knowledge of both profit and cash flow to that of a student 
going to university. By completing the task, learners should be able to understand that a business can 
be profitable over the long term but still suffer cash flow difficulties in the short term.

Q&A – What can a business do to improve cash flow?
tutor2u
http://www.tutor2u.net/business/blog/what-can-a-business-do-to-improve-cash-flow
This short fact sheet explains methods to improve cash flow; a good follow up activity to the Luke’s 
finances lesson element.

Profit and Cash
tutor2u
http://www.tutor2u.net/business/presentations/finance/profitandcash/player.html
This presentation outlines the difference between profit and cash and includes some good graphical 
examples.

45 minutes Unit 1 LO4

http://www.tutor2u.net/business/blog/starter-activity-cash-flow-forecasting-for-celebs
https://www.tes.com/teaching-resource/cash-flow-forecasting-worksheets-6265786
http://www.tutor2u.net/business/blog/a-hotspot-quiz-on-cash-flow-forecasting
http://www.ocr.org.uk/Images/289119-unit-13-lesson-element-luke-s-finances.doc
http://www.tutor2u.net/business/blog/what-can-a-business-do-to-improve-cash-flow
http://www.tutor2u.net/business/presentations/finance/profitandcash/player.html
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Title of suggested activity Suggested activities Suggested timings Also related to

Finance workbook Finance Workbook – Unit 5 BTEC/A Level
TES
https://www.tes.com/teaching-resource/finance-workbook-unit-5-btec-a-level-6370617
This is a fully integrated case study designed for learners following the Level 3 BTEC route and covers 
many of the topics covered in this unit. The resource will need to be adapted/edited slightly for the 
Cambridge specification. This resource could be used across many lessons and/or set for homework/
extension work. 

2 hours

https://www.tes.com/teaching-resource/finance-workbook-unit-5-btec-a-level-6370617


Th
e 

sm
al

l p
ri

nt

We’d like to know your view on the resources we produce. By 
clicking on the ‘Like’ or ‘Dislike’ button you can help us to ensure 
that our resources work for you.  When the email template pops 
up please add additional comments if you wish and then just click 
‘Send’. Thank you.

If you do not currently offer this OCR qualification but would like to 
do so, please complete the Expression of Interest Form which can be 
found here: www.ocr.org.uk/expression-of-interest

OCR Resources: the small print
OCR’s resources are provided to support the teaching of OCR 
specifications, but in no way constitute an endorsed teaching 
method that is required by the Board and the decision to use 
them lies with the individual teacher. Whilst every effort is made 
to ensure the accuracy of the content, OCR cannot be held 
responsible for any errors or omissions within these resources. We 
update our resources on a regular basis, so please check the OCR 
website to ensure you have the most up to date version.

© OCR 2016 – This resource may be freely copied and distributed, 
as long as the OCR logo and this message remain intact and OCR is 
acknowledged as the originator of this work. 

OCR acknowledges the use of the following content:
Cover image: Stasique/Shutterstock.com
Square down and Square up: alexwhite/Shutterstock.com

Please get in touch if you want to discuss the accessibility of 
resources we offer to support delivery of our qualifications: 
resources.feedback@ocr.org.uk

OCR is part of Cambridge Assessment, a department of the University of Cambridge. 
For staff training purposes and as part of our quality assurance programme your call may 
be recorded or monitored. © OCR 2016 Oxford Cambridge and RSA Examinations is a 
Company Limited by Guarantee. Registered in England.  
Registered office 1 Hills Road, Cambridge CB1 2EU. Registered company number 
3484466. OCR is an exempt charity.

Vocational qualifications
Telephone 02476 851509
Facsimile 02476 851633
Email vocational.qualifications@ocr.org.uk

ocr.org.uk/business
OCR customer contact centre

We will inform centres about any changes to the specification. We 
will also publish changes on our website. The latest version of our 
specification will always be the one on our website  
(www.ocr.org.uk) and this may differ from printed versions. 

Copyright © OCR 2016. All rights reserved.

Copyright 
OCR retains the copyright on all its publications, including the 
specifications. However, registered centres for OCR are permitted to 
copy material from this specification booklet for their own internal 
use.

http://www.ocr.org.uk/expression-of-interest
mailto:resources.feedback%40ocr.org.uk?subject=
mailto:resources.feedback%40ocr.org.uk?subject=I%20liked%20the%20Cambridge%20Technicals%20Level%203%20Business%20U13%20Delivery%20Guide
mailto:resources.feedback%40ocr.org.uk?subject=I%20disliked%20the%20Cambridge%20Technicals%20Level%203%20Business%20U13%20Delivery%20Guide
http://www.ocr.org.uk/business
www.ocr.org.uk

	Contents
	Introduction
	Related Activities
	Key Terms
	Misconceptions
	Learning Outcome 1
	Learning Outcome 2
	Learning Outcome 3
	Learning Outcome 4
	Learning Outcome 5

