	Client Packet, Breakeven Analysis
	Tony Polito



1)  Sunset Tool & Die

The company needs 8,000 brackets to complete an order. Sunset can buy the brackets for $5.00 each, or it may purchase a bracket-making machine for $6,000, then make the brackets itself at a cost of $3.00 each. Should Sunset make the brackets or buy the brackets?

	1)  Subtract to determine savings when you “make”
	$5.00 - $3.00 = $2.00

	2)  Divide into machine cost to find breakeven point
	$6,000 ( $2.00 per bracket = 3,000 brackets

	3)  “Make” if you need more than breakeven, “buy” if you need less than breakeven


Answer:  
Sunset Tool & Die should make the brackets.







2)  Coastal Construction

Coastal needs 9,000 pallets of cinderblocks to complete an order. Coastal can buy the pallets of cinderblocks for $10.00 each, or it may purchase a cinderblock-making machine for $60,000, then make the pallets of cinderblocks itself at a cost of $4.00 each. Should Coastal buy the pallets of cinderblocks or make the pallets of cinderblocks?

	1)  Subtract to determine savings when you “make”
	

	2)  Divide into machine cost to find breakeven point
	

	3)  “Make” if you need more than breakeven, “buy” if you need less than breakeven


Answer:  


In order to receive full credit, your answer must fully show your mathematical work, it must be in the form of a complete sentence, it must reference the correct unit of measure and it must be calculated using the method taught.
3)  Sandcastle Software Company

Sandcastle Software needs 15,000 diskette copies made of its new software program to complete an order. Sandcastle can purchase the diskette copies for $3.00 each, or it may purchase a diskette-copying machine for $20,000, then make the diskette copies itself at a cost of $2.00 each. Should Sandcastle buy the diskette copies or make the diskette copies?

	1)  Subtract to determine savings when you “make”
	

	2)  Divide into machine cost to find breakeven point
	

	3)  “Make” if you need more than breakeven, “buy” if you need less than breakeven


Answer:  
Sandcastle Software should buy the diskette copies.






When you are administered this quiz, you will NOT be provided with the numbered instructions.
Breakeven analysis is presented here in a very simplified form and in the specific context of a make‑or‑buy decision. Such analysis is also applied to other operational problems such as changeover/setup decisions, capital budgeting decisions, location analysis, etc.
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