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BREAK-EVEN ANALYSIS

Target profit
Avoid loss

METHODS TO USE:

Break-even table & chart
Break-even formula 

DATA TO GATHER

Fixed costs
Variable costs

Total
Costs

Sales revenue

BREAK-EVEN
What does this mean?

DON’T MAKE MONEY
DON’T LOSE MONEY

INCOME = EXPENDITURE



Constructing a graph

You will need:

 Graph paper
 Pencil
 Ruler
 Eraser

Decide the size of the axis you need to use:

You will need to find out:

 The maximum sales revenue to be          
generated

 The maximum quantity you will sell

Do this by:

 Getting predicted sales quantity (for X Axis)

 Getting the sales price per Unit (for Y Axis)



Creating your grid

Set up Axis X and Y

This is the X Axis – it contains
the Sales Quantity data
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Now record the 

information you have 

gathered:
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First - add the fixed costs line.
You were given £2000

This will always be a straight line across all 

quantities.



The next step is to add 
your total costs:
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This is fixed costs PLUS 
variable costs.

Variable costs are £50 per item sold

On the maximum sales quantity of 100

This means £50 x 100 = £5,000 

Add this to fixed costs of £2000

TOTAL COSTS = £7,000



The last line to add is
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The Sales Revenue

Products are sold at  £80 each

This means £80 x 100 = £8,000 

If you don’t sell anything you have O 
revenue so the line starts at O.



You’ve now drawn the graph.  
Well done!
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Now you have to label it

This is the break-even
point

Margin of
Safety

Area of loss


