MAN 513: Chapter 3 Solutions (Goh)
8. a. 
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        Breakeven Quantity =  Fixed Cost / (Selling Price-Variable Cost)




   = 70,000/(20-8) = 5,833.3

     Fine does better than breakeven at 5,834 units

        b. contribution to Profit = Total Revenue-Total Cost = SP(Q)-[FC+VC(Q)]

                                         = 18(15,000) - [70,000+8(15,000)] = $80,000

        c. contribution to Profit = Total Revenue-Total Cost = SP(Q)-[FC+VC(Q)]

                                         = 20(12,000) - [70,000 + 8(12,000)] = $74,000

      Setting the price at $18 is more profitable by $6,000.

d.  Additional factors include the accuracy of the demand forecasts and types of marketing techniques that might effectively promote sales. 

10.  a. contribution to Profit = Total Revenue-Total Cost = SP(Q)-[FC+VC(Q)]

Current system:                     = 35(50,000) - [150,000+10(50,000)] = $1,100,000

New Equipment:                    

New sales of  70,000 units; new fixed cost of $200,000; new variable cost of  $13

        contribution to Profit = Total Revenue-Total Cost = SP(Q)-[FC+VC(Q)]

                                           = 35(70,000) -[200,000+(13(70,000)] = $1,340,000

Easy-Tech will have $240,000 more profit with the new equipment.

b. contribution to Profit = Total Revenue-Total Cost = SP(Q)-[FC+VC(Q)]

                                              = 40(40,000) - [200,000+13(40,000)] = $880,000

Easy-Tech should not consider the price increase as profits will be less than with the existing price.

11.                                                   Fixed Cost

Variable Cost


Process A

 $20,000

   $30


Process B

 $30,000

   $15


Outside Supplier
   $0


   $50

Breakeven quantity (point of indifference) between Processes A and B

20,000 + 30 Q = $30,000 + 15 Q



   15 Q = 10,000



        Q =  666.7 units
Breakeven quantity (point of indifference) between Process A and 
Outside Supplier

20,000 + 30 Q = 50 Q



   20 Q = 20,000



        Q =  1,000 units
Breakeven quantity (point of indifference) between Process B and 
Outside Supplier

30,000 + 15 Q = 50 Q



   35 Q = 30,000



        Q =  857.1 units

Below 857, Outsource; otherwise choose Process B.


[image: image2]
_1144659192.xls
Sheet: Chart4

Sheet: Sheet1

Sheet: Sheet2

Sheet: Sheet4

Sheet: Sheet7

Sheet: Sheet8

Sheet: Sheet9

Sheet: Sheet10

Sheet: Sheet11

Sheet: Sheet12

Sheet: Sheet13

Sheet: Sheet14

Sheet: Sheet15

Sheet: Sheet16

2000.0

2000.0

4000.0

4000.0

6000.0

6000.0

8000.0

8000.0

86000.0

40000.0

102000.0

80000.0

118000.0

120000.0

134000.0

160000.0

Quantity

Total Revenue

Total Cost

300.0

300.0

600.0

600.0

900.0

900.0

30000.0

53500.0

60000.0

67000.0

90000.0

80500.0

Quantity

Process 1 Total Cost

Process 2 Total Cost

500.0

500.0

1000.0

1000.0

1500.0

1500.0

2000.0

2000.0

117500.0

130000.0

155000.0

160000.0

192500.0

190000.0

230000.0

220000.0

Quantity

Total Revenue

Total Cost

430000.0

610000.0

790000.0

Quantity

Total Cost

Total Revenue

2000.0

86000.0

40000.0

4000.0

102000.0

80000.0

6000.0

118000.0

120000.0

8000.0

134000.0

160000.0


