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DECISION MAKING ACROSS THE ORGANIZATION 
Martinez Company has decided to introduce a new product. The new product can be manufactured 


by either a capital-intensive method or a labor-intensive method. The manufacturing method will 


not affect the quality of the product. The estimated manufacturing costs by the two methods are as 


follows.  


  Capital-Intensive Labor-Intensive 


Direct materials $5 per unit $5.50 per unit 


Direct labor $6 per unit $8.00 per unit 


Variable overhead $3 per unit $4.50 per unit 


Fixed manufacturing costs $2,508,000 $1,538,000 
 


 


Martinez's market research department has recommended an introductory unit sales price of $30. 


The incremental selling expenses are estimated to be $502,000 annually plus $2 for each unit sold, 


regardless of manufacturing method. 


Instructions 
With the class divided into groups, answer the following. 


(a)   Calculate the estimated break-even point in annual unit sales of the new product if Martinez 


Company uses the:  
 


 


1.    Capital-intensive manufacturing method. 


2.    Labor-intensive manufacturing method. 
 


  


(b)   Determine the annual unit sales volume at which Martinez Company would be indifferent 


between the two manufacturing methods. 


(c)   Explain the circumstance under which Martinez should employ each of the two manufacturing 


methods. 


(CMA adapted) 
  


 


 


©Property of John Wiley & Sons and may only be used by permission of the publisher 












	Applied Sciences
	Architecture and Design
	Biology
	Business & Finance
	Chemistry
	Computer Science
	Geography
	Geology
	Education
	Engineering
	English
	Environmental science
	Spanish
	Government
	History
	Human Resource Management
	Information Systems
	Law
	Literature
	Mathematics
	Nursing
	Physics
	Political Science
	Psychology
	Reading
	Science
	Social Science
	Liberty University
	New Hampshire University
	Strayer University
	University Of Phoenix
	Walden University


	Home
	Homework Answers
	Archive
	Tags
	Reviews
	Contact
		[image: twitter][image: twitter] 
     
         
    
     
         
             
        
         
    





	[image: facebook][image: facebook] 
     









Copyright © 2024 SweetStudy.com (Step To Horizon LTD)




    
    
