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1) A retailer pays a distributor $20 for the book and wants a 35% markup on it.  What will the retail price to the consumer be?

2) Marketing managers often use a break-even calculation to analyze the relationship between total revenue and the total cost to determine profitability at various levels of output.  What is the break-even formula?  Use the formula to calculate how many compact disc players a dealer must sell each month if the monthly fixed costs are $6,000, unit variable costs are $140, and the selling price is $200.

3) What is the profit equation?  If the store above sells 180 disc players, how much profit will be made on them?
Profit = Revenue - Expenses
(180x $200) – ($6,000 + [180x140]) = $36,000 – 31,200 = $4,800



4) With Value-based pricing the consumer’s perception of value drives the pricing and works backward to ensure the costs incurred can meet what the buyer perceives as fair.  Let’s round up any prices we get.

If an organic pet store was selling high end protein dog snacks to its dog owners at $18.50/box and wanted a 40% margin on their selling price, and the pet food supplier operated with 15% margins on their selling price to the retail store, what is the selling price to the supplier (sometimes called distributor or wholesaler)?

Markup by store: $18.50 x 0.6 (or $18.50 – 40%) = $11.10
Markup by supplier: $11.10 x 0.85 (or $11.10 – 15%) = $9.44


If the manufacturer wanted a 10% margin on their selling price to the supplier, what would their cost to manufacture each box have to be?

Manufacturer cost:  $9.44 x 0.9 (or $9.44 – 10%) = $8.50



5) You have been provided with the following information for a new product being introduced into the consumer market:

Retail selling price of directly competitive products				$30.00
Retail margin as a percentage of selling price				    30%
Wholesale margin as a percentage of selling price				    15%
Variable cost per unit								  $5.00
Overhead expense, including marketing expense			        $100,000
Salespeople’s salaries and expenses					        $140,000
Advertising and sales promotion					        $500,000

Calculate the manufacturer’s break-even volume in units if the new brand is sold at retail at $30.00.

Wholesale price (the cost to the retailer) $30 x 0.3 (or $30 – 30%) = $21.00 
Manufacturer’s price (the cost to the wholesaler) $21 x 0.15 = $17.85 



𝑩𝒓𝒆𝒂𝒌 𝒆𝒗𝒆𝒏= 𝟓𝟕,𝟓𝟖𝟖 𝒖𝒏𝒊𝒕𝒔


