Marginal Costs Week 6
Situation

The Wyvern Bike Company produces 100 bikes a week, and sells them for £200 each. Its costs are as follows:

	Weekly costs for producing 100 bikes
	£

	Direct materials - £40 per bike
	4,000

	Direct labour - £50 per bike
	5,000

	Production overheads (fixed)
	5,000

	Total cost
	14,000


The factory has the capacity to produce 200 bikes a week, with no increase in production overheads.

You are required to:-

· Calculate the marginal cost of producing one bike

· Calculate the contribution per bike

· Prepare a weekly profit statement

· Calculate the absorption cost of producing one bike

