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Task 1 - Define the basic types of decision making
tasks and their most significant differences
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Task 2 - Define the basic starting points of decision
making tasks solved on the existing capacity

EVROPSKA UNIE -
Evropskeé strukturalni a investicni fondy
HINISTERSTVO SKOLSTV

Operaéni program Vyzkum, vyvoj a vzdélavani



Task 3 - Explain the term ‘throughput accounting’
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Example 1 - Decision making (optimization)

Example:

Count Qgpp and TCypp
Installed capacity 5 000 product units
Currently agreed contract 4 500 product unit
Expected sales price per unit 50 CZK
Unit variable costs 25 CZK
Fixed costs 80 000 CZK
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Example 1 - Decision making (optimization)
- continuation

All tasks are solved using the basic relation:

P=(c,-v,)xQ-F

What 1s the profit if the installed capacity 1s fully utilized?
P= (50-25)x5000-80000= 45000 (CZK)

What 1s the profit if the production range is agreed?
P= (50-25)x4500-80000= 32500 (CZK)




Example 1 - Decision making (optimization)
- continuation

P=(c-v,)xQ -F

Profit when the selling price decreases by 10 %?
P= (50x0.90-25)x4500-80000= 10000 (CZK)

Profit when sales increase to 245 000 CZK with additional costs
of 2 000 CZK?
P= (50-25)x 245 000/50 — (80 000 + 2 000) =40 500 (CZK)




Example 1 - Decision making (optimization)
- continuation

Profit when unit variable costs increase by 5 % and range
of sales increase by 10 %?
P=(50-(25x1.05))x(4500x1.1)—80 000

=37 562.50 (CZK)
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Example 2 - Decision making (CVP; sensitivity
analysis)

Solve this example using information from the previous one.
Minimum for acceptance 1s volume of sales that ensures the zero
profit.

Task:
How much 1s the safety margin (MS)?
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Example 3 - Decision making (sensitivity analysis)
Use information from previous examples and expect that minimum profit

IS zero.
The degree of sensitivity of each factor is then:

Demand sensitivity (safety margin)

(Cu o Vu)' Qo =F
(50-25).0. = 80 000
0. =3 200

Sy= (4 500 3 200)/4 500 = 0.2888 (28.88%)

Price sensitivity

(Cuo o vu)' Q = F
(c. - 25). 4500 =80000
¢ = 42.77

S, = (50-42.77)/50 = 0.1446 (14.46 %)
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Example 3 - Decision making (sensitivity analysis)

Unit variable costs sensitivity
(Cu - Vuo)' Q = F
(50—-v,. ). 4500= 80 000
v, =32.22
S, = (32.22-25)/25 = 0.2888 (28.88 %)

Fixed costs sensitivity
(Cu_vu) y Q - Fo
(50-25).4500 = F,
F o= 112500
Sy = (112 50080 000)/80 000 = 0.40625 (40.625 %)
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Thank you for your attention!
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