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Lesson Element
Unit R064: Enterprise and marketing concepts
Break-even
Instructions and answers for teachers
These instructions cover the learner activity section which can be found on page 4. This Lesson Element supports Cambridge Nationals Level 1/2 in Enterprise and Marketing.

When distributing the activity section to the learners either as a printed copy or as a Word file you will need to remove the teacher instructions section.
The activity

In this lesson element, the starter activity revises the concept of fixed and variable costs. It is presumed that learners will already have covered types of costs and how revenue is calculated.

Learners will then be provided with financial information from a business that produces beef burgers.  Financial data for the fixed and variable costs are provided and learners must use this data to complete a table that shows the fixed, variable and total costs of production at different levels of output.  In addition, a price is provided so that learners can also calculate the sales revenue at each level of sales.

Having completed the table, learners will then construct a break-even graph using the figures calculated.  A PowerPoint resource is provided which shows the stages involved in creating a break-even graph and provides a plenary activity which revises costs and revenue.

The lesson elements are in four parts:
· Starter activity – identifying fixed and variable costs

· Production of the table of financial information at various levels of output/sales

· Production of the break-even graph

· Plenary – True or False activity
Suggested timings

	· Activity 1: 5 minutes

	· Activity 2: 40 minutes

	· Activity 3: 30 minutes
· Activity 4: 5 minutes
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Activity 1

Starter Activity: Types of costs
Learners should be given a copy of the cards (on page 5) and asked to work in pairs/small groups and to separate the cards into a list of fixed costs and a list of variable costs.

The teacher could then ask one learner to explain what a fixed/variable cost is to check the understanding of the terms.  The teacher could then give one minute for learners to check they have the costs in the correct column.

The teacher could then ask learners to justify why they have categorised each cost as fixed or variable.

To conclude, teachers could ask how total costs are calculated, and what other information a business would need in order to work out their profit (ie sales revenue = price x number of products sold).
Activity 2

Brian’s Burgers

Use the following resource: Brian’s Burgers – Financial Data.
This resource provides the financial data about Brian’s Burgers, and a proforma for learners to use to calculate the costs and revenue at various levels of output/sales.

Teachers may wish to explain how the figures are calculated and show, for example, two levels of output/sales as a whole group activity to ensure that learners are calculating the figures correctly.
Using the data, learners must then complete the table provided in the resource and if they finish early, answer the questions at the end of the resource.

The answers are as follows:

1. If Brian produces and sells 60 boxes of burgers, he will make a loss of £2,000

2. If Brian produces and sells 160 boxes of burgers, he will make a profit of £3,000

3. The point at which Brian will not make a profit or a loss is 100 boxes.
Teachers could then use the table and ask learners to identify whether the business will make a profit or loss at each level of output/sales, and where the break-even point is.  The concept of break-even can then be explained and discussed.

Completed table:

	Number of Boxes produced/sold
	40
	60
	80
	100
	120
	140
	160

	Fixed Costs
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000
	5,000

	Variable Costs
	6,000
	9,000
	12,000
	15,000
	18,000
	21,000
	24,000

	Total Costs
	11,000
	14,000
	17,000
	20,000
	23,000
	26,000
	29,000

	Sales Revenue
	8,000
	12,000
	16,000
	20,000
	24,000
	28,000
	32,000


Activity 3

Constructing a break-even graph

Having completed the table of financial information, the learners are then able to use the figures to create a break-even graph.

Use the related PowerPoint resource (Constructing a break-even graph: Brian’s Burgers) to show learners how to construct the graph.
The first slides shows the theoretical construction of a break-even graph and the subsequent slides show the figures for Brian’s Burgers and the break-even graph for this business based on the case study figures (please note the PowerPoint slide is not drawn exactly to scale).

The activity could conclude with a discussion about how this graph might be used as an aid to decision making, and a discussion on how the graph would change if certain variables changed (eg an increase in fixed costs, an increase in price).

Activity 4
Plenary: Break-even

A final activity for the lesson is for learners to revise key terms.  There are six “True or False” slides on the related PowerPoint resource (Constructing a break-even graph resource).
This could be undertaken as a class activity and learners put their thumbs up if they think the answer is true, and thumbs down if they think it is false.  The teacher can then select a learner to explain why they think the answer is true or false. 
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Lesson Element

Unit R064: Enterprise and marketing concepts
Break-even
Learner Activity
In this activity you will identify fixed and variable costs.
Activity 1
Starter Activity: Types of costs

Using the cards below, work in pairs/small groups and separate the cards into a list of fixed costs and a list of variable costs.

Check with your partner/group members that you all can provide a definition of a fixed cost and a variable cost.

When finished, discuss with your group what other information a business would need if they wanted to work out the profit they have made.









Activity 2
Using the information below your task is to use this data to calculate the costs and revenue at various levels of output/sales.

Having completed the table, look at the figures and answer the questions underneath the table.

Brian’s Burgers – Financial Data
Brian is considering starting a small business making beef burgers which he could sell to local farm shops.  He wants to know how many burgers he will need to sell every month in order to make his business profitable.  He has calculated the following figures:

Brian’s fixed costs (which includes rent premises, advertising, wages, insurance and utilities) are £5,000 a month.

Brian will sell his burgers in boxes of 50 and each box will cost him £150 to produce.  He plans to sell each box at £200 per box.

Using the figures above, complete the table below to show Brian’s income and expenditure at each level of output/sales:
	Number of boxes produced/sold
	40
	60
	80
	100
	120
	140
	160

	Fixed Costs
	
	
	
	
	
	
	

	Variable Costs
	
	
	
	
	
	
	

	Total Costs
	
	
	
	
	
	
	

	Sales Revenue
	
	
	
	
	
	
	


1. If Brian produces and sells 60 boxes of burgers, will he make a profit or a loss?

Calculate the profit or loss he will make.

…………………………………………………………………………………………….

2. If Brian produces and sells 160 boxes of burgers, will he make a profit or a loss? 


Calculate the profit or loss he will make.


…………………………………………………………………………………………….

3. At what point of sales will Brian not make a profit or a loss?

…………………………………………………………………………………………….
Activity 3
Constructing a break-even graph

Having completed the table of financial information, your next task is to use the figures to create a break-even graph.

This is a graphical representation of the costs and revenue for Brian at various levels of output/sales.  Having constructed the graph, consider how Brian might use this information to aid his decision making.

Your teacher will show you the PowerPoint presentation (Constructing a break-even graph: Brian’s Burgers) which shows you how to construct the graph.
Activity 4
Plenary: Break-even

The final task is a “True or False?” activity.

Your teacher will show you a statement and you must put your thumbs up if you think the answer is true, and your thumbs down if you think the answer is false.  Be ready to explain your decision to your teacher as they may ask you to justify your judgement.
123 – This activity offers an opportunity for maths skills development.
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