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.In the SO-Ti'le mO-TJ'l'1e. eX-fCl-'Y)~l'r)'n of!- Q'Y) r'ndu>Jtre; rnO-<J­

e- re.suH:::S in dt':;e.c.D"l'10rnt'cf; fVhl'c-h mac;- be CCL{U~_d 

e-;Jc...te,nal economics. 

~ EY"Y1pLoT/'YYJent- o~ o-ddt'ttona.L .pctnrs o~ pnJdudt'o--n 

hecoYneg tess ~f!-~tC1'e.rrt- ~nd -tnett (Lye obwJned CAr 
h ['f/he., cost;;. 

I--~ /he -rn0lor dr'S'e=Y2Drrll'CS DE'- CO-~ gcaJ_e p'YOducttcr-n. 

* ;"nOYlct'o..l eftS eCO"YlOrnl'u'

"* rv1 Q ncuq-e-Yl'o...t dt'S e.c.oYl0 mIles

*	 MO-"l-Ke...u'n? d(~ economicS

'* Tec.hn/'Cd..l dl'Seu:r>')(!Jrn{CS'

* Dt'S @c.onomt'CS or:- riSfC,-be.a.·Y/'~' 
--------k 



COSTANAL'£!§ 

Ylt'rodu-c-ttOYl ;- ' 
j;s

---?'- cos-t repe.ys d'J.-.<>t' _,LO '" ::C_f'e-n tf-u.e incuYre..-d-to 
I pa rtre-u LO- or ifoDds anci S e.-YVt'ces is Co. tl e d pYVdt.LCf!­. as C-cSt 

--? Cost- o~ fyoduc:t:fo-n /til; refers tv 'Ar0oun"t'- OF­
e.::>cpe--odt'T:u:re. fnc-u-Yrp_cL bLj pYDcLLLCJ2.Y (0 maJ,ct' Of 

and SeW"CES r< =lted CO<t-O!"-- pyod<=U'il codQ 

_ ;r'" Cost- oF' produc.:tft:nJ 'T10Tma-lU; c'ncLu..des the 

COoT or YCLC.u rnD...-t:e~rioIS/ Ca.bou"r D..T)d other e:X:fen8es. 

_-->.> ThtS c-Ost:- is also [<no(;{)Y) as -tota.L c-ost:·(TC) 

> £hiS I'S c..o'l"YlF'Te_d VOI'-th -f.+,e. -tot::elL 'YevehtLe.. erR) 
Ye-O-L I -soe ~ 0 y) Wi?_ S Q$.Le. (') t=:- t:he. pYO due t;<; lY)a n rt (0. c:nCTt'?!: 

_~::>~ !he.. d,'p:p:ere.nce. be_t:We£.l? the. --tD-t:DJ ,eve.nU£g 

o.nd -to to..t c..ost:- is' term eel o.s flUp:-.tt:· 

[n< -TC = P'°F'tt-J 

C~ C~~S;-
c~cd.. c.ost- O-n9- DPP,Oy-t::mt'ty [pJS't- ; ­

\lActu- . ~o(;'t-~ 'YY)e..o-n S' The.. Qc:t:u.oJ!._ eyrel?dl'Wye 
o L 

incc.u:re. t:- o.ceruJr/ 17fj or p-roductnv- CL flood. OT Se..rvL'CI?.· 
d 0r
 

ihe.<;e.. cos~ o..ye. the. cos-t-s rha...-b aYe.. Ve.he-ra.tt't
 

ye.co"ded in hool<,'s of- o...c.cou.l"') t·
 

ActL- . f;\)Cl-<fJe~ po-cd.) Lost- o~ Y'nCLt::en'o.l pu:rcha£ed,
 
LOJ 

irlre-resr- po-I'd} - - - ­
_"""7 rhes e.. co>:' b;' 0- r-e.. ot.eo kn 0 (N Y) G-S' QPI h:;olu:te CDS' ~ If
 

(OY) ·'Oo.Ho..V C..DSts", 

> oppoywrdut cot;t:3 (.£t.n he. dt'SVnvuJShed /--YIJYYJ 
f)U-t:L~ c.o~t:S baSed o-n t:he.. rJo..w,c?"" or- So.cn.f1C.e..· 

;> 0Fpo.tu.nl'~ cos;t:S' Ye-f-er to rle_n.:r'tiln~~/PYlJf1t£' 

tho.,te- o..ye.. f-cyresovne- -f?-rorrJ o..lt:e.·,-rnoUV'e. Vent;u-r-es h~ 
US-rna C(jlv-e.n Umlt:-e_el +O-Ct'utres -.Fen, \j)drticuta..r :peDpLe.. 



'--meL{ re.pyec~/)r onL~ if-Je Sacn'~(e-d o.lt:erna:tfves. 

go I th etta'-ye neve., ye-coyd e.c1 ,'Y) "th e book:S Df- O-cc.J~)Unt­

Hovve-vey there- cos-ts mUSb he.- considered -for decr'f;t'r:rn 

7Ylal"'l t'ne; . 

>OppOY-CCLnr'tq Costs ,epY to the "eosf:g of- ffie ?/exf: 

Ioe~-t- eut!£YrJa±tve fCYr@~fj('JTJe~. 

_--'>"'- VJe.- have. ~CCl-'YL.E- y-eSoU-.7C.e.E CU1d aU ~e..se- ho.-ve 
Cl-tre-yno.-Uve uges vuher-e- -the.re_ /s Ct.)") O-t~e:rna.JTve_l ehe.TC"_t"s 

o.tt. cppcrr-tuY1t'f:r.J to 'OeinVe9 b -the. yesouxCJ:.s. 

---:>~:r() oTher KJo,ds t t'~-the.:re a.Ye- hI:' o-t-te-rno..ft'veSJ" the..:re.. 

aye. Yl 0 orpD.-tr.J.YJt'q ~t:s· 

-~;>7 Xl} ot-her ~OId S t the be.he.ft'e .r-yom the r-re.se.nt­

optttm ~hou..td he mcr-re.. tno..7) -the. be.n4""tS 0t=- the... ne:::c..e 

bes t;- a..t-t:-e.YTlCltive. 
__)--;> Oppo.-tUYJt'ey c.ogt- t's gaM. to e-X1'f;t: V0heh.-the­

,..D S CO-Yc. e.. an c/.. -tf,e.re- 0. ~ O.J t"e.yno.±fVe.. u.~ e.E ~,., 
'Ye~ 0 II yce5] a n:­

-th e~ E'_ -ye~ 0 tLYC.e£· 

/,_' ''-' ,'nveS'te.d. r'n ~Lo.tJt- and macht:nClY'-J.:It:­
__»-7> LLL(7lw-l to:> J 

t"~ Invested en ,<;ho.,.,-e. (or) debenw'r€· The.. lDsS' at: 
Co.n'not- be 710 vv . - d' 'ded -t:hat:- i00utd be. ri!.-Q."YY)e..d. t'~ the...
 

iD-tere~b o...nd {V t
 

opparW-nt't:e; c..oSC:·
 

E-:x:.'f>ucl'b cost- and 7YYlfUdr CDs+- : ­

the.. CDst o~ <..JSc'ng 'YF'.S'OU'YCCc'.$ c'n r-.odUc.-u-a-n rnvolveS 

b 0 eh __ t::_x..rp LCCl'c- c...ot;"tS DCLCO F!-- ?oc..k.et-~I::S 

<XIYJT (Jet' t- Cos f:;'5 C6'Jcrn ccU h cd'ts' Cd) :rmpu..tect· 
cost- Co'lJ B-oot;:::. U)ctj 

"* Ex:_pUCt't- wst:- ~v-olves rpCLvrne.n"t- at- ca~h· the -re.nb 

~y -the- Lo.nc:LlCYId.) vuo.cq efi 0' -th e. to.boc...l'Ye'r ( In+e.'rei'-e­

1>o.-t cL 0)') -tshe. .p::u-nd'J bon""M-0e-eL, ta.xe~ e. du..tfes fO-t'd 

co -the qOVt"Yilme.nb- Gild Soon o..re. !:::he e::c.p {feLt COSt-50 

---r:f-, ~e. 0- -re.. -th e. cu.hLo..L c.es ts I::h Q t- a.ppea r- i. Y) 



the- book~ ~t- D-CC-DUn!:S. 

2=rnpLc\Cc't-C.j:JSE.$ ore_ o...fI;o cI,-·nt::_d i'mfCL-e:ed UJstS· ' , < 

TmpUcti;:- Coso-- dD nor (n\lo lve_ PCL~ merJt- of'- ca~h 0./1 me 
Q.Yl!'_ noe:- Cl-D-tU-O-LtU {neu-rre.n U-e;n c.e d ~ (f -' r;J / oe.s not:- G.fpe-a..~ 

in. the_ bOo& o~Q.c.wu-n1i . 

E;x:ampLes or: trY1rU'Q'C'LoSti: CLYe- in-eeY73'-S't- Or) aNY) Capim 
SCLta'1t or:--t:he- YY10 n~e.TI re 71c- o~ c:J ru7) ;pre_r:.:rses' e.~. 

> vvCt~ec and Salo:n<:'.S pO-fd -to The. empLocl ees 

oye- "ou-t::- 0 t:- j)(9cKE- c- CD£; I::::S " f,0 ht'le Sed.nnq- of-- -the- OtVT>e~ 

it'- no c- pCLI'd r',s; 0- to hooK C-Ogt·. 

3. Out- o~ pocket- co~~ o-nd BooK Cost : ­

Out- of- pocket coS't.- if: od~o Known ct-s: Cmplt'o't cort: 

mo.-t: inVolves cu-Ylent ca~h pCLCU<mex:rb V0~es I yt'hCJ 

in t-e:re-ct- e tL arL"_ ex.cv-nfLes.· 
(3,00[<;: CDS t- o.JSio CCLLLE'-ci fmp ttclt Costs donot ?("~ 

CU'rYent- C-Osh rpa-71YYJe:n~ gl.Lch a~ LLYlpoJd fOe-tare; of­

-the- ovone.r (O¥J 'mO-W')~e-'l de_prt'-Cl'O-l:iOl>t u.npoid (hte-ye~~ 

-etc· 
4-. /-ttstoYicaL cost- a.ncL Re.plo.-cerne-nt- c.o$t-; ­

/-tf.S'Wrfco.-l c-o>;;t r'S tne. CJl1'C01'naL cost oF- an (J2f;ec' 

H f£,:c&cco.-t CDSC: Yatua:tton s:ho/X)s ihe- c..ost- or- O-Y) CtS~e-t. 
poJd ()YZ'fJfDo.-Ll.-LJ vohe_rJ -tht?- os~e-t NQ~ QC-Py-U-t:re-d 

in the- paSco
 
1<e-placerneJJt- C'-Ost::- is me PI1'ce -tho- t:- vosuLd
 

hClVP- -to be- pO-J'd C'JJ.yy-erY'f:1~ tv -replCLce t:he- SC-1xne..
 

{lS.fe-/::: . 

Th e- PYl'Cf:'- or- 0- rna.c_hrne. at- f:hat::--ftme_ of'-
PUyc.-hO-se Na~ ~'2£?,0oo CLnd the. ?.-eset7r yn'Ce. o~ 
the- YYJQcht'ne- ie; ~. 25)00D • The. cJn'f/l.ncU ~. ~2D{COD 

[3 -the.. h,.~-tlYn'Co.1- coSt- ~ 2.5'{OOO t's the_ 'Ye.pCattYn e:0' 

Cosf:-. 



I 

5:	 Ft'x-ed afJd Va-rto..bte Costs ~_ 

Fi-:ced CoSt ~- Fixed CDS"tb D..ye T:Aose Co[;'!::-S thO-b-ce,e fixed 

en	 -the- shoYc-.uY). I0he-rhey pYOCiucH"On If; ml<::en up d'L 

'-'LJ hCLve tv inCLl'T Cer/:::o.fn ex-penS'es- .Such as~'>1 0 t:-j Y LJ <.­

~ ,e_'Y) f:;- f-oY .f-o.ct:o'rCf and off-tce- buiLdl'n'fJ~.
 

-+ -.:en 5uTanCf'.... 

~ TeLe-phone
 

--7 e.lec.-tYl.'dbt o.-nd J'o m;.
 

fiv€'_n II--- Me. 'fn--odud1'rm is' St-of'ped +eYDfcroon'[tt .{-or- Q 

~hDYb rpe:n'Od ) we L.1:JnfrhlJ-t".- -co ~/,ex)d en ffie£'t'_ .fi'xed.. LDSes 

Tn o they NordS/ wtft-t -?t':red ceSti' CL<a-e. .ffXecL(!:m Ci5YJSfu: 

Up r-o Some e:c:f£nb o~ OLltpCl-t:-· -Ft:::ced.. c(')~t- per unCe 

Cho.nfJes vut'th VolU"rY1.e at=- pl'OducJron. the- mote. cqIYU­
pYOduce) -the. less l>: the +fxe.-d Cos-r per Ufl(e- and V(ce Ve~( 

Vo.'riablE- Co>:t:-: ­

Vcrn'ahU'- coS;:/:::S are thOO'e. Cos-ts mO-t Y'crrCj P0['"f:A 

the- Volt.tYYIe.. or- produ~H-an. A-IJ increo.s'e_ t'Y) tof::::al output:-. 
YeStdb- I'D 0. Y) eDC-yeaSe to t.:Dca...L Van'o..hf..e.. C~C: aile!. 

decre=~e in t:ot-.o.L outpu-t- -r-e.s'ult:s: I'YJ Cl... dec-rease tr; -tvtOJ! 

Vo..YluJoLe COSe' Xb r'nctude$ cost- oF- -r-o..w mo.1:fn'oLg,l 

NOfJe>.: po-tcL t:.-o the la-hou:. and.f~ 07). 

ihe.se_ cos-ts' 0-'Y7:'O l'nC1L'rC"Ji. /Nhe..rJ --there.. (~ p-,odudr'0-0 . 

.f)?- -the_ produ..C.ti'Dh ts t::emp0lO...yrc.l..J ,r;wpe..nde.d ) t:nere (;\Jill 
not:-- be antt V-o.:n'o..hLe_ CBS/::.;S'. 

6· /.-0-rxa 'T(.Lt"J Vs S'hort ~u..1") c.ost:s : ­

Lcmca- run (S; de;Jne.d Ct.S Q peYJ'ocl o~ a..d.ecyu..at:e 

[e.n~-th dun'nco tvht'c..h a.. ~m/X'--I?!..J- trno.<t Qlt-e.'r aLL 

-?actors or:- pYOdUc UDI) kWf:n hr'flh d{)..-raree o~ .j:-cex!'bclt' 

The. s;hoo-t:"" run /,S dep-t'ned as CL peYJ'od "Ye.(atfvec.y 

(;!Jorte.y Y0he.n a:t-teart::- .rome. or:- -the.. -fet-ct-or~ oF=­
pyoc!uc.lt'Dr) Oen'_ .f=-f::ced. Wne.l) O--__f:-£f'.a~t- gome_ 0t=--- -the. 



foc-t:or£ Of=- plOdue-ttcm a,e p:x:.ed'
 
.,

I -7 I:-on,,? run cc>st- Cover the CoSe or- cnax)71e..r tl) -the­
r;:c:t-e_ a.nd l<r)r)cL ct- pLani::­

-;>....,. &,ho,t:-.ulJ cc>.c;b- Cove, -/::he c.osts Q.Ssoclo.-te.d fAjitfJ we. 
VO-Yl'O:vo-n (Y) -the. Uti{[Sa:tt't;Y) 0('- .frXe.d plant:-- ar other 

f'-ac1 (Jiles . 

> :C0 -the. Lon(j 'rUn mere c'S pe'lfE-ec.:t- ..pexl6ilt'teo in WI 

g(=t:e- 0(= pLant- J Lahour -f-oreeJ e.:cecu:tt've -talent- and 
go un· 

-->.." :?'u.ch CL deco,e-e- at=- .fC<=-X-l'biLt' ~ is LO-cKl'nr in 
S'hoyt-- yu.r). 

-:;f. Ave,o..t:ge. CoS !:=oj totaL c..os~ and MaY'q-t'noL COSt- ~_ 

tota.L c-cst: ~- lot::aL CoSt (so -cne... weal c.a..s;h rpay-rneJ;t­
'made. ~y lnput- n~ded .f=or prndudt"{Jr). Tt'mOL,! be.. 
e.x.pLt'ct'!= or l'mpLc'cU- ~o {b ts -t:he. SU>"Yl Of. -tob::J..[ o~ 

+t"oe-e.d- and Vo."rlo.hLe.. cosh· 

AveYOf)e CoSt :-Ave...ra.fte... CDSc t's ~e.. mf:D.L ~ pe..... Unit-o 

output:- t'r:. obt:o.llle..d. bc.q dtvidr'rJq t:he.. i:vf=aLc.oSb C::rq b 

-th e.. 1:::0 t:o-[OvU-o.:I)i:t~ prodItce d... L~J 

Ac.. = 'Tc 
G2. 

• 
MaY~{rul Cost~-MOT'V~no..l cosf= is' i:fJe. o..ddttxuna...L COSt::­

(ncurre.d -l::o pYOd u..c..e.. O-T) o...ddc'tfona..L untc- opo:... DUeput. 

'In Dthe.r ~o/ds 1'1:::- t's c..ost- 'l'YJo:YfJ [r:a.L uhi-e- p-ro d lJ red 

~Tc..) D.[c..no.ncqe.. 'lY) TL) 



B0EAK.- EVEN : ­

rnbo cU./.c.:!:iOYJ :_
 

pYD rp,'t::- "r'nQ"X-lrrdSo.J:fon is O'Tle"­(t.'l1Ll b _ Or:- Tue- ?Y1O-t'n hU-,POSi2-- OF> 
q USt neSS Th p . 1- r­3 . e... "r0f-tr of'-- Q...Y)?! -(=-irm dependS 0'>") 

Q..L e:rt) e- Y) ts "11 a'YYJ e. L1/­
0... Cost:- o~ p-r-odw::tton. 

b. f]e{!I''1! pyice
 

C· Votume oF--- So-te~·
 
n

lhet;e 3 fae--t:o¥s o..Y€.- tnf;:e.rdepe..YJdeYJ-c· CoSc- deter>TIr 

the Se.LUncq pn'ce.· (he ~e./{(n'U p'H'c@.. O--.f-f-eccs che. \{o{u.'me.. Of-­
SaLes. "The VoLu.me or- Sa.-les t'nr=--[u.enc..e +:he. VoLuY'rJ-e or­

pyvduciton !hI'S VoLuYYle... of,'---- p'l-DdQc..tion ,'ntLLYYJ o.~fect:S
 

the... cost' thus an arza.-lttsrS or- Y!?.ta-tirm£hr'p heMe.E...rJ
 

Cnst".J VoltLm€... (JJ)d proF-Ci:S he!p.'? t-he rtJ'Vc- ~oY p-r-of'!-if:­

pLonrH'7' . .~ q 

"'The f;tudy ot=- cost::-_volu..me-pYO(=-1'ranal.Lli"S is pop)ulQ.'l 

L<YlO/IVYJ O-S ... Brea...K -EveI') OJ)a.t.ttS:iS I, :Ltc (S' o..n e.x...-f::.e-YJsr'CJYJ 

Of-. the. rn(J..r~c·no.L C-d3b'''"'1 prtnciptes. 
'Brea.J"'C eve-/) o.rJC'l..Lr/[)tJ: is uEe.d- ('n DoO !;e.nsoes r)(J..me..C~ 

YlO--'YY and broo.de--r J'e..rJse..ow 
JIn Cl- natlow[ens-e::I:i:;- rne..o-ng +tndr'rJ'O" b'rea-t"C. even po{nc (.e.' 

no ro ~-t:- (Q'I) 'YLO UJ~ point· Prt::- b,ea[,\, e..ve...o poznr tot::a.L 

ga~s o..re.. €.cyu-aL t:D en-t:o-l c.Dg-t$. !ht...t.£' -there.. ts ne.ither 

pyop:t:- '(lOy to~S.· e
Tn 0-- byoo..de.y [;e.f)f;e ;_ Brea.K ~ven o..:nCLLVS/'S l'6 ?e,s fu-the 

eIE-Lo..-ti-o'f)~hCp be..-tr.0ee-'I') COst::5' / votum and pmpc- 0-1:::­

dt~f?--eft.() ~ Le..-ye!S' 0 f!- ga..te..s·
 
Accord-t'nt:q- W Mat:-~{ Cc..Lrr~ and Fyo'T)"t'.}
 

A f)"(€.CtK even fJ na..t?/Sc·s indN'p.:f:f.£ -t.:he. teV'eL cd::
 

euhr'c.h Cost- e:trd ~venu..e- O-ye.... in eq.-uiUhn'Cl.'m.
 



Yeo.f::;.-EveTJ point:_ 

A break eve!') poine ~.~ the pOl'nt:-(]:YY) f:E..veL oF!- ClCtiVc'b.; 

Nhe"re... Co txll c..os-t- hJil! be.- e-~cfdCU &yC1.D-l to me... w-caL 

{;aCes, PrnCff o...cJ::ivl'-bi be~ond mt's leve...L (,{)W be.- Q.. 

P"(f~Ico.bLe· ~n~ ahd below -chI'$" will b~ Losses­

.BYea K-Evex) cha. 'Ie- : ­
f+- B~K-EveY) cha.:re- pO'rtrCt-71S' 0... pc'c..:tnria.L Vl'ew 

OF=- the -reLa.-tfons:hr:? be.tween cos-tS/ voLumes OTld p-ro~[t--. 

LhtS c.ha.rt:- S;hac..os -/:::he... b,eal'\"-eve-n ferne- and- aWo me.. 
I estimated PYDt=-tb Cly loss o...l=- \Lan'ou..s> leveCs o~ OCLt:rpuc.

IThe.. BYeCl& &veY) pDCnt- as' r'ndEC-a...'Ced.· t'n the e-hart:- ['I:;' 

I the pC/'nt- ar- /Vht'c.n -the totaL CDst=- Une. and row d 

I fo..l~ Une. /'nterest-
I 
j_ ~~ ~ ~e-~~-~n (J~:-
I '·Le.t::- the... x..--o..Xl'S represent- t::he VOLume. C'Lnd- m~
 

II :J-a.'::Cl~ yepYeSent:S the- Cogf:S a"d 're.venues en ru.peeb"
 
1&2' pYLU.0 the --ftx~_e.d CJ:)t;;f:- (F<c) Ltne pa'ra.CteL -tv ::::C--axig
 

i -f-ycrn -t:he. torne- in Y_axiS Nht'ch. rep-rese.nt-s the
 

I CoS G5' and "-even u.es in "rUf' e...es ' .
 
I ?;.To/:£t.t C-or;t:- t~ the t:oto..t t)r:-·fI:JC_~d Cos!:::: o..ndVa'n'able 
II CO<:;i:, t:-ot:o...t C,D5't lr'ne. 3taY'ts -t=-YDTYJ --t:he.There.p~Yrel 

I 
, 

I 

-t=-e'zce.d CoS:~ 

-to 0 u:-t::p u-e . 
It'ne Ghd 'moves upwarcLs p-ropo,i::iorxl 

I 



- --
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, CF
 
CT
 

OS 

AA 1 

\ t3 

\ 
\ If.Th e 

s 

-------------- F 

o	 U­ II ------------_.->- X 
("'u. n" tS V.o{ume Of=- vo.les 

Fi'Jced CDst (Fe) 

LOt:a.l cos I::- eTC) 

To h1-t f,QLe..~ (TS)
 

Ach.J...al SaLes (!:In 
n.	 l, .,,"'.. 

Breed<\: even point:­

Me.: MCtY'ffln ~r:-So..fe8j­

B;i'~ Bye.af-c even LLntts 

Bye-ak" e ve.n V"aLt.ueBV 

!SBT AngLe. of- {heiden 

, . ---­

to wt SO-les It'ne. h9Nf ~I::ayt::- .('-YoYn The. CJY7'fj{YJ.,.a.nd 

moves upwardS. At:-- CL f>O-rtreu-tQ.r 'PCJtnt-) hto..l CDSr (lne 

in f::eTSec-t:S the -t::ot::cLL Sales Une/ that::- t's /:::he BTe.a..l"'l EV€7, 

pom t-. A b -thfS reveL or:- (2c:/:TVN::~ t-o /::::O-L Cost- ecyua.l.s' 

tocaL :;CLl-e~ -
Ancg aC-ttvlT::r.j becqr5rld -tf,(S leVel Nfl[ be. pl[')~it:o-ble 

et.nd beLolA) WI'S t't- /'Viti be..o.-loSS , 

b.	 AnT/Le Dr=- J'nc.t'de:nce t's the.. onfjLC.- bet:uJeelJ -toeaL. 

co~t:- [f'rle- and. weal 5J1iQS Line- a.c- the.. breaK eve.r) 'P0in~ 
/\ • _ _, _ •. ~ Cl. N- fA1t'li oi 'v€ -l:f>e O'YOec'fn bt'Uru PoS'ttiC)(l oj!.. 



S{(:,NIFlCANCE OF B~	 EA :-

BreaK e-vel) aFlO-L7IsiS' t'S CL Y'a..1uo.}:;le wol. 

-';(E TO as-cerwJn me PTOf2f~ em 0- PCLr-U'CO-{O-Y level of'­

£a[e.s VattLme. 
'*- To eo-LCLLCo+e Safes recy_u'r-ed tv en.m 0-partrccdar 

desir-ed te-veL o~ pyor=J~' 

'* iD COmpaYe- pwdCLcrllnes ,Sales a'reO-L 'YYl~thods: or=­

~ale. ~y r'ndt'vt'c1c.LCLl CompO-"'71' 
*- TD compare the. ef-.f-r'C1'enCt( of- ~he dr;.r=ereT)~~i"rm5'.

* TO de.C1'de. vvhe:they t-o 0J1d O-pm--ttC-CLLa.rr pwc1uc t--m 
e.:xJsn-ncq	 p-rodtLct:- It'ne,
 

~ TO dec/de w (l'no..K"e OY btL~' CL ~ive.n c_mnplYflent;:­

0' ~ pare.- part:"·
 

e ild
*' ~o dec/de fUha-t {Iyyvmotz'r:rn 'YYJ1~ wI'lL V.
 

(3p-trmum Sates·

* To D..-S'S'e..ss the_ t'rnfO-ct:- 0 ~ e.-hangeS'ln .f-l;:ced co;c.I 

Va'Y1'able cost- o. be..W'0'fj T'h'c.e em I3Ep Q.nd P"YO~I't5; 

du.Y/'nca-- a f! ive() pe:n'Od. 



Co.-Le..ut..a:t:ion 6~ .cedes fu e.a:rn CL 'fjlven pr0t=-ib(Jn Unt't)= Fe ~ 
---...3:~_. 

Cct...Le.u.l..o..trCSY"J o~ Sales to ea.») Q	 gCver; pYO~(b-tL C per tlnLC 
(J \...'T) R~ _ F+p 

pV ra.f:z'o 

® Sedes a.t-- IVh,.c6 2. co· S eo. rn	 f:i-J e gelm e.. 
C'LmDUfJ tee- 6f?­

PYO~t'b = dt~F-' tn Fe 0YJ r'0 Unt'C5; 
~ dlr--~. ,'Y) Fe 

di{2-f . tn pv rr-a.trn 
C per- UJ'l tf:: 

i © Mas = A-c..h..R..O.I ~a.te.s - BE/?	 Sate~ (9D 
I 

I MoS {. = f7d::uo.l Sate.S - E,Ep (( (DO COY)
 
Ac b...ta.L £a.tes (f\'S)
 

- Mas X (aD 
Tota..J. AS 

Mag ~ pYOf'-l' t:- ~ 
pV'YO-Ho

! rYD~'t = ('{)os X pv ~tz'o C1':J"D AS X (V)oS Ya.:tro X fV -ra.tio. 

i@ BE.. ~a.tes Ii') rerce.r:>wee. = BEp y:. tao C&..J tao -,..('naSi' lY) 1,
I TotaL ~a.tes 
I® pYo~it = Sa.les - Total c..os t:- (c§.) 

~_._I z Sates -v, c.- Fe COl.) 
ti = c.. -F. c. C&) 

I ~ Mas; In ~ f. pv n:x:tio 
I 

183 F· c = S'aLe.S' - \('o..'n'o..bte. cost - rr-oF~£t- ~wJ 
--,' I - c.. - p-ro~t-- (9Y) 

I = TotaL eost--vc.... (J3.)
1 

I	 ~Sa.le.s oJ::- BE P (h R~ )( pv.extro. 

r)t-(l~	 <r rt ct ctg
~ OVe..YQU BEp ~r--a.A.D.. P"YOdtLQ..~ =-l,9tal Fe o~ 0. pm U , 

ove..raLL pv R..a..i:fc:> 



,'ro, 
~--t----------------------------_. 

CD Con rrt'bution = Sa.les - Varfable.- c..ost:­

C = F c- + prof-it:::- (~)YJ Fe - lo[;S 

thus s-v = F+p CO'Y) S-v =- F-L 

C01ltn'bLLtfo-r'J = [;a.les [n «S x ?Y 'rQ.-ti6 (err) 

CSales O-t BEP in Rs X pv latfo) + p-ropb 
C "" (f,ales a.t- f3 Ep r'n (LYJ(t'S X CDYJtn'buu'cJjt Pm~it 

pey unt't- . 

C. -;;z- eM oS in Rs >c p(v ra.tto) T Fe.. 

C- ~ CIVIOS fn untH; >< c..Dn-tn'~uti'('Y») +- Fe. 
pey unit-

c = p'YDf'-i t 
"'loS tn 1­

@. pJv Ratio (o'Y) c/~ Ro..tto {c;>YJ Mo..'7!e"no.l tncome dLLtr-o :­

I P~ 'Ratio = ~_ '/. (00 =- ~~v X (00 

p'v RD.tio cn 1. = c.. X'toO 
S 

= Cho.·r><q:e. in proF'-Ct- COY) chOoY>cae r'n CDntxib~ 

c..ho..n,?e in SaleS c.hancae (n ~ales. 

= Fe.. )C too (bY) pYOr-tl::- X loo 
BEp I'n R'S Mos en Rs 

,/ 

e· BEp :­
=- Total Fe.lol::-o-t Fe-BEp f. Y) l..ln ," t:-S 

BEp in Rs - Fe.. = Fe..
 
Pv yo..flo
 

BEp A-c.t-u..al SO-Les - MoS
 


