
COST-VOLUME-PROFIT ANALYSIS OF DAIRY
DEVELOPMENT CORPORATION, NEPAL

A thesis Submitted By:
BINOD SUBEDI

Lumbini Banijya Campus, Butwal
Campus Roll No: 85/061

T.U. Registration No: 7-2-39-116-2000

Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirements of the
Degree of

Master of Business Studies (M.B.S.)

Butwal, Nepal
April, 2009



540500
546245

E-mail: lbc1@nec.com.np

Tribhuvan University

Lumbini Banijya Campus
Butwal – 13, Nepal

Date: …………………..

RECOMMENDATION

This is to certify that the thesis

Submitted by:

Mr. Binod Subedi

Entitled

“Cost-Volume-Profit Analysis of Dairy Development Corporation, Nepal”

has been prepared as approved by this Department in the prescribed format of the

faculty of Management, T.U. This thesis is forwarded for examination. We wish him

every success in his life.

............................................ ............................................

Mr. Tara Prasad Upadhyaya (Gyawali) Dr. Ishwor Gautam

Lecturer Campus chief

(Thesis Supervisor) (Head of Research Department)

Lumbini Banijya Campus Lumbini Banijya Campus

Butwal – 13 Butwal - 13



540500
546245

E-mail: lbc1@nec.com.np

Tribhuvan University

Lumbini Banijya Campus
Butwal – 13, Nepal

Date: …………………..

VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis presented

by

Mr. BINOD SUBEDI

Entitled:

COST-VOLUME-PROFIT ANALYSIS OF DAIRY DEVELOPMENT
CORPORATION, NEPAL

And found the thesis to be the original work of the student and written according the
prescribed format. We recommend the thesis to be accepted as partial fulfillment for
the Degree of Master of Business Studies (M.B.S.)

Viva-Voce Committee

Head, Research Department ………………………….

Member (Thesis Supervisor) ………………………….

Member (External Expert) ………………………….



DECLARATION

I Hereby declare that the data and work reported in this thesis entitled " Cost-

Volume-Profit Analysis of Dairy Development Corporation, Nepal " submitted to

office of Dean, Faculty of Management, Tribhuvan University is my authentic work

done for the partial fulfillment of the requirement of the degree of Master of Business

Studies (M.B.S.) under the guidance and supervision of Mr. Tara Prasad

Upadhyaya (Gyawali) of Lumbini Banijya Campus, Tribhuvan University.

Date: ……………..

BINOD SUBEDI

Roll No: 85/061

T.U. Registration No: 7-2-39-116-2000



Acknowledgement

This research entitled "Cost-Volume-Profit Analysis of Dairy Development

Corporation (DDC), Nepal” has been prepared in the form as require by the faculty of

Management in partial fulfillment of Degree of Business Studies (MBS).

This study is designed to highlight the impact of planning in overall profitability with

reference to budgeting system. DDC has been taken as Representative Corporation for

this purpose. As this very movement, I would like to offer my sincere gratitude to my

respected Supervisor Tara Prasad Upadhyaya for his enormous guidance to escort the

work to this level. This study would not have this shape absence of this his

supervision and advice.

I am grateful to all staffs of Dairy Development Corporation specially Mr. Shriram

Shrestha, who helped providing the necessary information and data timely. All the

staff of library of Lumbini Banijya Campus, Shanker Dev Campus and Tribhuvan

University Central Campus deserves heartily thanks.

I would like to avail this opportunity to extend my sincere thanks to my family

members for providing me with their unconditional support and creating a conductive

atmosphere to bring this work to this meaningful end. More specially, my lovely

thanks go to my brother Hari Subedi for his continuous support during the preparation

of this work.

At last but not the least special thanks goes to all of my friends for their valuable

support during this work.

…………….

Binod Subedi



TABLE OF CONTENTS

Page No.

Recommendation

Viva-Voce Sheet

Declaration I

Acknowledgement II

Table of Contents III

List of tables VII

List of figures VIII

Abbreviation IX

CHAPTER – ONE

INTRODUCTION 1-9

1.1 General View of Nepal 1

1.2 Overview of Public Enterprises in Nepal 3

1.3 A Brief Overview of DDC 4

1.4 Statement of the Problem 6

1.5 Objectives of the Study 7

1.6 Significance of the Study 7

1.7 Limitations of the Study 8

1.8 Organization of the Study 9



CHAPTER – TWO

REVIEW OF LITERATURE 10-40

2.1 Conceptual Framework 10

2.1.1 Profit 10

2.1.2 Planning 11

2.1.3 Profit Planning 12

2.1.4 Cost-Volume-Profit Analysis as a tool of profit planning

and control 12

2.1.5 Concept of Cost-Volume-Profit Analysis 13

2.1.6 Use of CVP analysis in Profit Planning 14

2.1.7 Variables Usually used in CVP Analysis 15

2.1.7.1 Sales Value 15

2.1.7.2 Fixed Cost 15

2.1.7.3 Variables Cost 15

2.1.7.4 Semi-Variable Cost (Mixed Cost) 15

2.1.7.5 Jumping Cost (Step Cost) 16

2.1.8 Application of Cost-Volume-Profit Analysis 16

2.1.8.1 Contribution Margin Analysis 16

2.1.8.2 Break-Even-Point (BEP) 17

2.1.8.2.1 Cash Break-Even-Point 20

2.1.8.2.2 Break-Even-Capacity 20

2.1.8.2.3 Cost Break-Even-Point 20

2.1.8.2.4 Break-Even Applications 20

2.1.8.2.5 Assumptions of Break-Even Analysis 21

2.1.8.2.6 Limitations of Break-Even Analysis 21

2.1.8.2.7 Composite Break-Even-Point 22

2.1.8.2.8 Profit Volume Ratio 22

2.1.9 Safety Margin 23



2.1.10 Sales Mix and CVP Analysis 24

2.1.11 Multi-Product CVP Analysis with Resource Constraints 25

2.1.12 Cost-Volume-Profit Analysis under Uncertainty 26

2.1.12.1 Introduction 26

2.1.12.2 Mean and Standard Deviation of Sales 26

2.1.12.3 Probability Distribution 27

2.1.13 Jumping Fixed cost and Multiple BEPs 27

2.1.14 Cost Structure and Operating Leverage 27

2.1.15 Segregation of Semi-Fixed (Mixed) Cost 28

2.1.16 Impact of Changes on Profits 29

2.1.17 Economic Characteristics of Cost-Volume-Profit Analysis 31

2.1.18 Profitability Analysis 32

2.1.19 Measurement of Profitability 33

2.2 Review of Related Studies 34

2.2.1 Concept 34

2.2.2 Review of Dissertation 34

2.2.3 Research Gap 40

CHAPTER – THREE

RESEARCH METHODOLOGY 41-45

3.1 Introduction 41

3.1.1 Research Design 42

3.1.2 Sources of Data and Data Collection 42

3.1.3 Periods Covered 42

3.1.4 Data Processing Procedures and Tools Used 43

3.1.4.1 Accounting and Financial Tools 43

3.1.4.2 Mathematical and Statistical Tools 43



CHAPTER – FOUR

PRESENTATION AND ANALYSIS OF DATA 46-73

4.1 Analysis of Variance of Sales 46

4.2 Comparison of Actual Sales and Profit/(Loss) Trend of DDC 50

4.3 Cost Plan of DDC 52

4.3.1 Variable Cost Analysis 52

4.3.2 Fixed Cost Analysis 55

4.4 Profitability Ratio Analysis 58

4.4.1 Gross Profit Margin 61

4.4.2 Net Profit Margin 62

4.4.3 Operating Ratio 63

4.4.4 Degree of Operating Leverage 65

4.5 Cost-Volume-Profit Analysis 66

4.5.1 Contribution Margin 66

4.5.2 Profit Volume Ratio 68

4.5.3 Break-Even Analysis 68

4.5.4 Margin of Safety 71

4.6 Major Findings of the Study 72

CHAPTER – FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION 74-77

5.1 Summary 74

5.2 Conclusion 75

5.3 Recommendation 75

BIBLIOGRAPHY

APPENDIX



LIST OF TABLES

Table No. Page No.

1. Budgeted Sales, Actual Sales, Achievement and Variance 47

2. Summary of Statistical Value 49

3. Actual Sales and Profit/(Loss) Trend 51

4. Variable Cost Sheet 53

5. Fixed Cost Sheet 56

6. Income Statement 59

7. Gross Profit Margin 61

8. Net Profit Margin 62

9. Operating Ratio 64

10. Degree of Operating Leverage 65

11. Income Statement 67

12. Profit Volume Ratio 68

13. Break Even Point 69

14. Margin of Safety 71



LIST OF GRAPH

Table No. Page No.

1. Budgeted and Actual Sales 48

2. Budgeted Sales and Actual Sales 49

3. Actual Sales and Profit/(Loss) Trend 51

4. Variable and Fixed Cost Trend 57

5. Gross Profit Trend 61

6. Net Profit/(Loss) Trend 63

7. Operating Ratio Trend 64



ABBREVIATION

DDC = Dairy Development Corporation

FY = Fiscal Year

BS = Bikram Sambat

P = Page

Rs = Nepalese Rupees

PPC = Profit Planning and Control

CVP = Cost Volume Profit

S.D. = Standard Deviation

C.V = Coefficient of Variation

BEP = Break Even Point

P/V Ratio = Profit Volume Ratio

VC = Variable Cost

FC = Fixed Cost

CM = Contribution Margin

MOS = Margin of Safety

DOL = Degree of Operating Leverage

& = And


