
TODAY

• Assignment 1 feedback

• Short term decision making tools

– Relevant cost related decisions – when to use?

• Already operating and allocated fixed cost and irrelevant costs affects certain 

decisions

– CVP – when to use?

– Fast way to check feasibility of new business before full NPV

– Already operating but evaluate decisions that affect variable costs, fixed 

costs, or sales

• SMA Tools



SHORT TERM DECISION MAKING

• Relevant cost analysis

• Garrison Chapter 14 (read)

– Not capital budgeting / long term decision making (in FM)

• Will do risk management here only

– Short term decision making

• Cost Volume Profit (CVP) analysis

– Break even, target profit, margin of safety, decision making


