Legislation, Coffee and the Economy
The Village Café has operated in Wimbledon for more than 20 years. Yet its owner, former teacher Rees Fearnley, has been grumbling to customers about closing down. He’s upset about falling sales and about legislation in the 2017 Finance Act that will increase the ‘National Living Wage’ from £7.50 to £7.83 from April 1st 2018. This 4.4% pay rise comes at a time when inflation is running at a relatively high 2.6% a year. Worse, he says, is that ‘most of my staff are 18-20-years-old and their rate jumps from £5.60 to £5.90 an hour, an even bigger percentage!
Of course, there are more costs in running a café than just wages. He complains that ‘ingredients keep on rising because of the fall in the £ and rent and business rates keep lurching upwards.’ But he does have one thing to smile about. The Costa Coffee that was right next to him has closed – it’s moving to a bigger site at the other end of the High Street. Rees believes this will make it easier to attract customers – and perhaps even to push his prices up a little.       Source: discussions with owner, Dec. 2017


Questions: 20 marks; 20 minutes
1a) Use the graph to identify the price of a café latte at the Village Café in 2014. (1)
1b) State one variable cost the Village Café must pay. (1)
1c) Calculate the % pay rise that minimum wage 18-20-year-olds will get from April 1st 2018. (1) 
1d) Outline one effect of relatively high inflation on a business like the Village Café. (2)
1e) Analyse why the Village Café may have struggled with falling sales recently. (6)
1f) Looking ahead, Rees Fearnley sees two options: to close the café down and go back to teaching, or to invest £30,000 to update the café’s Wifi, decoration and equipment.
Justify which of these two options Rees should choose.  (9)   

Price of a medium café latte in Wimbledon 2012-2017
Costa Coffee	2012	2013	2014	2015	2016	2017	2.1	2.1	2.15	2.25	2.35	2.4	Village Café	2012	2013	2014	2015	2016	2017	1.85	1.9	2	2.1	2.2000000000000002	2.2999999999999998	AMT	2012	2013	2014	2015	2016	2017	1.9	1.9	1.95	2	2	2.0499999999999998	Caffe Nero	2012	2013	2014	2015	2016	2017	2.1	2.15	2.2000000000000002	2.25	2.2999999999999998	2.35	Starbucks	2012	2013	2014	2015	2016	2017	2.25	2.2999999999999998	2.4	2.4500000000000002	2.5499999999999998	2.65	
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