The statement portrays the ways in which firms classify their costs which can either be fixed costs or variable costs. Cost behavior states the way in which various types of costs involved in production change when there is a change in level of production mixed costs. Fixed costs are costs that remain constant due to change in level of production. Variable costs are costs that change with change in level of production.

Gross margin measures the amount of revenue that remains after subtracting costs directly associated with production. Gross margin is the gross profit as a percentage of net sales. Computation of the gross profit is sales minus cost of goods sold. The cost of goods sold comprises of the fixed and variable product costs.
[bookmark: _GoBack]Contribution margin is a measure of the profitability of various individual products. Contribution margin is used to review variable costs included in the production costs of an individual item. Contribution margin is net sales minus the variable production costs and the variable time frame expenses. The contribution margin ratio is the contribution margin as a percentage of sales. 
