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Abstract: The concept of marginal cost is based on the variable cost and fixed cost of the production. Variable expenses depend
on sales and production of the company, when fixed cost is periodic cost. Marginal cost is increase or decrease in cost to
produce of a unit after certain production units. Generally, marginal costing depends on the contribution, where contribution
is the difference between the sales and the variable cost of the production. The company's contribution is more than its fixed
cost as it is more profitable.

Keyword: Profit-volume, Fixed cost, Variable cost, Break-even, Margin of safety.

l. OBJECTIVES

Following are the objectives of the study:

1. To examine Profit-volume ratio, Break-even point and Margin of safety of Jindal Steel& Industries.
2. To study the progress of Jindal Steel& Industries.
3. To evaluate Marginal cost and Profitability of Jindal Steel & Industries.

1. DURATION

The study is for the period of five years from 1st April, 2012 to 31st March, 2017. (2012-13 to 2016-17)

1. TYPES OF DATA

These data collected from the annual reports and website of Jindal Steel & Industries.

V. IMPORTANT FORMULAS

The below formula are used in Break-even analysis:

Contribution = selling price — Variable costs
C=S-V

Contribution

Profit Volume Ratio:- (P/v Ratio)= Sellingprice x 100

C
P.V.R=5x100

Break-even point:- (B.E.P.)

Fixed Co=ts

(in units) BEP = Contriution per unit

E
B.EP=C

F
B.E.P (in) = PVR
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Margin of Safety:-
M/s (in ~ and in units)
= Actual sales — B.E. sales

M/s = SA - SB

Income statements of JindalSteel& Industries for the years ended 31-3-2013, 31-3-2014,31-3-2015, 31-3-2016
and 31-3-2017 (Rs. in crore)

Particulars 31-3-2013 | 31-3-2014 | 31-3-2015 | 31-3-2016 | 31-3-2017

Sales 16,885 16,324 14,651 13,862 15,493
- Variable Exp. 7,868 7,304 7,492 5,312 8,856
Contribution 9,017 9,020 7,159 8,550 6,637
- Fixed Exp. 3,296 3,095 2,335 4,943 1,801
Profit 5,721 5,925 4,824 3,607 4,836

Profit-volume ratio:

Particulars 31-3-2013 | 31-3-2014 | 31-3-2015 | 31-3-2016 | 31-3-2017
P. V. Ratio (%) 45.35% 55.26% 48.86% 61.68% 42.84%
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31-3-2013 | 31-3-2014 | 31-3-2015 | 31-3-2016 | 31-3-2017
‘ B P.V. Ratio(%)| 45.35% 55.26% 48.86% 61.68% 42.84%

Analysis:

The PVR (Profit Volume Ratio) of the company is increasing for first two years (2012-13 and 2013-14) and then decreasing in
the year ending 31-3-2015 and again increasing in 31-3-2016. But in the year ending 31-3-2017 the lowest level of PVR is seen.
In accordance with the year ending 31st March, 2013 the PVR of the company is 45.35% and in the year 31st March, 2014 we
observe an increase in PVR to 55.26%. But, in the years ending 31-3-2015 and 31-3-2016 the PVR of the company are 48.86%
and 61.68% respectively. And in the year ending 31-3-2017 the PVVR of the company is lowest 42.84%.

Break-even point:

Particulars | 31-3-2013 | 31-3-2014 | 31-3-2015 | 31-3-2016 | 31-3-2017
BEP (Rs.) 7,268 5,600 4,779 8,013 4,204
BEP (%) 43.04% 34.30% 31.96% 57.81% 27.13%
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BEP (%)
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Analysis:

The BEP (Break-even Point) in accordance to sales is decreasing in first three years 43.04%,34.30% and 31.96% respectively.
But in the year ending 31st March 2016 major change in the BEP is observed to 57.81%. And in the year ending 31st March 2017
again it decreases to 27.13%.

Margin of safety:

Particulars 31-3-2013 | 31-3-2014 | 31-3-2015 | 31-3-2016 | 31-3-2017
Margin of safety 9,617 10,724 9,872 5,849 11,289
Margin of safety (%) 56.96% 65.70% 68.04% 42.19% 72.87%
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2013 2014 2015 2016 2017
m Margin of safety (%) | 56.96% 65.70% 68.04% 42.19% 72.87%

Analysis:-

The Margin of Safety in accordance to sales is increasing in first three years 56.96%, 65.70% and 68.04% respectively. But in
the year ending 31st March 2016 major change in the BEP is observed to 42.19%. And in the year ending 31st March 2017 again
it major increases to 72.87%.

V. FINDINGS

The Margin of safety of the company is found to be increasing year by year; the Profit Volume Ratio is fluctuating. Hence, it
can be said that the overall position of the company is improving year by year as the PVR is increasing except the years 2014-15
and 2016-17.
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VI. SUGGESTION

From the above study company should improve their workings and it should be try to reduce variable expenses. Company can
get more contribution and high level of PVR to decreasing in variable cost or increasing in sales. On the other hand, company can
also get more profitability to decreasing in fixed cost.

VIL. LIMITATIONS

The data taken here of Jindal Steel & Industries is limited to last five financial years only.

The point of view of analyzing the above data by us and by the company may vary.

The data may not be useful in studying any other year except the above listed five financial years i.e. 31st March, 2013,
2014, 2015, 2016 and 2017.

The point considered by us as negative one may be the positive one from the view point of company.
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