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Cost-Volume-Profit Analysis
Question 3-10
	It is important to note that variable cost increase with an increase in volume. Therefore, a change in salary payment schedules to a fixed compensation of workers rather than pay based on sale units decreases variable cost while increasing fixed cost. Additionally, seeking contractual services paid based on annually rather than the number of visits rather increases fixed cost while decreases variable cost.
Question 3-11
	Contrary, increasing variable cost would require an increase in volume purchased as a substitute for fixed services rendered as a measure of increasing total expense. The payment made to contractors for services provided per visit would increase variable cost while decreasing fixed cost. Moreover, the avoidance of fixed depreciation cost through the purchase of components accounted for based on per unit terms increased the variable cost while reduces the fixed cost.
Question 3-12
	Operating leverage evaluates the changes that occur in operating income and the contribution margin in response to fixed cost changes and units sold. Operating leverage can either be high or low, depending on the effect of fixed cost on earnings before interest and taxes (Tulsian & Tulsian, 2017). Managers use the degree of operating leverage to arrive at capital budgeting decisions.
Question 3-16
Selling price per box = $ 20
Income tax rate = 25%
Contribution Margin = 60%
Fixed cost = $25,000
Net income = 15,000
Income before tax = 100% -25% = 75%.  15,000 /75%
Income before tax = 20,000
Sales  = 20,000+25000 = 45,000
Contribution margin = 60% of 20 = $12
Number of boxes = 45,000/12 = 3750
3,750 boxes required
Question 3-17
	XYZ’s operating income will be the same under both the financial accounting income statement and contribution income statement.
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