[image: image1]
[image: image2.jpg]


[image: image3.png]


[image: image4.jpg]



[image: image5.png]“BTEC




[image: image6.jpg]




Using a formula to calculate the 
break-even point
Learning aim B (Topic B.1)
You can calculate a business’s break-even point by using a formula. If you need to do this in the external test, the formula will be given to you.
The formula is:
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Your tasks
1 Jenny designs and makes unusual and quirky slippers. Her predicted figures for next year are shown in the table below.
	

	Predicted figures (£)

	Selling price 
	45

	Variable cost per pair of slippers
	15

	Fixed costs
	8,400


How many pairs of slippers does Jenny need to sell to break even?


_________________________________________________________________________

_________________________________________________________________________
2 The cost of the materials that Jenny uses in the slippers has increased and so her variable costs have risen to £17 per pair. Use the formula to calculate her revised break-even point.


_________________________________________________________________________

_________________________________________________________________________


3 Jenny is concerned that her electricity bills could increase. How would this affect her break-even point?

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________
4 Jenny is worried that she may not sell enough slippers this year to break even. Suggest two actions she can take to lower her break-even point.


_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

5 Using Jenny as an example, discuss the benefits of using break-even analysis when planning to start a business and the risks of ignoring your findings.

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

Activity sheet 5





fixed costs


selling price per unit – variable costs per unit





break-even point = 
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