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Activity 2: Sole trader case study answers
[bookmark: _heading=h.bzbwgg54rgjf]Taz runs their own gardening business as a sole trader. They advertise their services via a website and social media and travel to clients’ homes to carry out garden maintenance, lawn care, pruning and general landscaping work. 
Taz charges £40 per garden visit.
Taz’s typical (variable) weekly costs are:
· Garden materials (fertiliser, weed killer, pesticides etc.): £25
· Fuel: £45
· Equipment maintenance (blades, oil, small repairs): £10
· Public liability insurance: £20
· Mobile phone bill: £15
Fixed costs:
· Van loan repayment: £60 per week
Taz carries out an average of 15 gardening visits per week.
1. Calculate Taz’s weekly income: 
Income = Number of visits × Price per visit
15 visits × £40 = £600 income per week
2. Calculate Taz’s total weekly variable costs:
Garden materials (£25) + Fuel (£45) + Equipment maintenance (£10) + Insurance (£20) + Phone (£15) = £115
3. Calculate Taz’s total weekly costs: 
Total weekly costs = Variable weekly costs + Fixed weekly costs
£115 + £60 = £175
4. Calculate Taz’s weekly gross profit: 
Weekly Gross Profit = Total Weekly Income – Total Weekly Costs
£600 income – £175 costs = £425
5. Reflection
Based on your calculations, explain whether Taz appears financially sustainable as a sole trader. Discuss Taz’s income, costs, risks and the impact of being solely responsible.
Taz appears financially sustainable as they are generating a gross profit of £425 per week. However, this does not account for any personal drawings (e.g., a salary) Taz wants to pay themselves, or other costs such as tax. Also, Taz faces risks typical of sole traders, such as reliance on personal labour, exposure to unlimited liability and vulnerability to fluctuating fuel or material costs. Income may vary seasonally as gardening is weather-dependent and illness or injury could reduce income.
Unexpected costs (equipment breakdown, vehicle repairs) could reduce profit.
To strengthen long‑term sustainability, Taz should consider increasing gross profit to build a financial buffer, diversify services and regularly review pricing and cost structure.
6. Cashflow
Explain why late customer payments might cause Taz cashflow problems.
If customers pay late, Taz has less money coming in when they need it. Taz might struggle to pay for fuel, materials or their van loan on time, or incur overdraft charges with the bank or not be able to invest in the business (e.g., replace broken equipment), despite appearing profitable overall.
7. Cash risks
Describe how Taz could reduce the risk of having cashflow problems.
· Asking customers to pay immediately after each visit (or in advance)
· Sending reminders or using simple invoicing/payment apps to reduce late payments
· Offering small discounts for early payment or deposits when booking
· Building up a cash reserve (savings) to cover unexpected costs like van repairs
· Spreading larger costs (such as materials orders) over the month instead of paying all at once
· Reducing unnecessary spending during quieter periods
8. Additional costs
In addition to regular weekly expenses, Taz may face extra costs throughout the year. These could affect total profit and overall financial sustainability. Identify additional costs Taz may need to plan for.
· Income tax on profits
· National Insurance contributions
· Accountancy or bookkeeping support
· Marketing and website costs
· Replacement of lawnmowers or power tools
· Van repairs or MOT
· New gardening equipment
· Protective clothing
· Professional memberships or certifications
· Insurance increases
· Training courses
9. Business resilience 
Taz would like to save money to replace some gardening equipment. Describe possible strategies Taz could use to increase gross profit without affecting the quality of the services offered.
Taz could increase gross profit by optimising cost efficiency, introducing revenue‑enhancing services, and potentially adjusting pricing strategies while maintaining market competitiveness
· Increase price slightly (if demand allows)
· Offer premium services (hedge shaping, landscaping)
· Upsell additional services (weed treatment, seasonal planting)
· Improve efficiency to complete more jobs per week
· Buy materials in bulk to reduce unit cost
· Negotiate supplier rates
· Offer maintenance contracts for regular guaranteed income
· Focus on higher-value clients
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