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Figure 1: P&L of Manufacturer after Cost
Cutting Initiativse

SINo Item Code Calculation Amount
1 Sales A 70000
, 2::( Material B 35000
3 | Gross Profit C C=A-B 35000
4 Labour D 21000
5 | Overheads E 14000
6 | Profit/Loss F F=C-D-E 0
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Figure 2: Product Costing Per Piece

High
Code  Galculation Margin
Products
1 | Raw Material Cost A 300
2 | Labour Cost B | B=60%ofA 180
3 | Overhead Cost C | C=40%of A 120
4 |TotalProductCost | D | D=A+B+C 600
5 | Selling Price E 800
6 | Profit F F=E-D 200
7 | Profit % G F/Ex 100 25%
8 | Balance Capacity il 20
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Figure 3: Revised Product Costing Per Piece

within Existing Capacity
S X Low Margin
No Item Code  Calculation Products
1 | Raw Material Cost| A 100
2 | Labour Cost B 0
3 | Overhead Cost C 0
Total Additional
4 Cost D D=A+B+C 100
5 | Selling Price E 220
6 | Profit F F=E-D 120
7 | Profit% G F/Ex100 54.54%
8 Estimated Spare H Pieces/ 50
Capacity Month
Additional Profit _
9 Per Month | I=HxF 6000
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Figure 4: P&L of Manufacturer after meeting
Entire Low Margin Products Demand

Code Amount

Calculation

Item

1 |Sales A | 70000 + (300 x Rs 220) | 136000
R

2 Maa‘zlerial B 35000 +(300x 100) | 65000
Cost

3 |GrossProfit | C C=A-B 71000

4 | Labour D 21000 + 7000 28000

5 |Overheads | E 14000 + 3000 17000

6 |Profit/loss | F F=C-D-E 26000
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