
Assessment Task 
 
Start-up and running cost of a small business (Pair activity) (LO4 AS4) 
 
Read the information below. Discuss the questions that follow with your partner and write your 
answers in your workbook.  
 

When you plan a new business, you need to check that it is financially viable. A business is 
financially viable when it can generate enough money to keep the business going and show a 
profit.  
 
You first need to check your start-up costs. Start-up costs are the costs of the minimum items you 
need in order to start up and operate your business. You should only buy the equipment and stock 
that you really need for your business to become operational.  
 
Running costs are the costs of running your business. Running costs include rent, wages, 
electricity, loan repayments and stock. You get two types of running costs, namely fixed costs and 
variable costs. Fixed costs are not affected by the amount of business you do. Fixed costs are 
costs that you will always have, whether you do a lot of business or no business at all for a while. 
Rent is an example of a fixed cost. Variable costs vary in line with the amount of business you do. 
Variable costs include stock. The more stock you sell, the more stock you will need to buy. The 
cost of labour can also be a variable cost. If a plumber works overtime, s/he will have to pay his/her 
workers more.  

 
1. List the items for which you will have to calculate start-up costs when you start the following 
small businesses: 
a) A boerewors stand at the Saturday flea market (the stand has to be rented)          [10 marks] 
b) A minibus taxi service                 [5 marks] 
State which of the items fall under equipment and which fall under stock.  
                    [Total: 15 marks]  
 
2. List the running costs you will have to calculate when you run the following small businesses: 
a) A boerewors stand at the Saturday flea market (the stand has to be rented)           [5 marks] 
b) A minibus taxi service                  [5 marks] 
State which of the running costs are fixed costs and which are variable costs. 
           [Total: 10 marks] 


