	IGCSE BUSINESS STUDIES



BREAK EVEN ANALYSIS

HOMEWORK QUESTION

Answer the following questions.  Remember that all calculations should be shown fully and be laid out appropriately.

1
A company manufactures chocolate bars for which the following data is known

Variable costs (per bar)


70 pence

Fixed costs 



£5 million

Current output (number of bars made)
12 million bars

Selling price



£1.50 per bar

a)
Calculate the 

(i)
Contribution per bar
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(ii)
Break even output






[4]

	

	

	

	

	

	

	


(iii)
Margin of safety
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(iv)
Profit at current output
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b)
Calculate the profit or loss made at the following levels of output

      [3 x 2]

	i) 5,000,000 bars

	

	

	ii) 7,500,000 bars

	

	

	iii) 9,999,999 bars

	

	

	


2
Plot the break-even point on the graph paper provided. 
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