2




Cost-Volume-Profit and Break-Even

Name
Affiliation
Date










Cost-Volume-Profit and Break-Even
	Variable costs are expenses that differ in proportion to the level of services or goods a firm produces. The cost varies depending on the volume of production. The cost decreases when the volume of production decreases and increases with the increase in production. The most usual variable costs are direct material, direct labor, and transaction fees.
Total variable cost=total quantity of output ×variable cost per unit of output
Fixed costs are costs that do not change in relation to the production volume. In the case of production increases, the total fixed costs remain the same. In most cases, fixed costs are time-related as they remain constant for some time.
Fixed costs=total production costs- (variable cost per unit ×number of units produced)
	Break-even analysis in cost accounting, business, and economics is where the total revenue and total cost are equal. This analysis is used to determine the number of dollars or units of revenue required to cover the variable and the fixed costs.
Break even quantity=			fixed costs				
				Sales price per unit-variable cost per unit
	Break-even analysis is used in various scenarios to increase the selling price, reduce the variable costs and increase sales.
Income=sales-variable costs-fixed costs
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