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Contribution Margin Analysis for Individual Products of Non-Registered Ordinary

Partnership K.Kehaphan
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Abstract

The purpose of this study is to calculate contribution that includes cost of opportunity in inventory
of KKehaphan. Data was collected primarily from the system that was developed for the shop and this
study. The data takes 12 months (1°* July 2020 — 30™ June 2021) to collect. There are 4,764 products from
the data in this study. In order to verify that calculation method in this study incorporate cost of opportunity
into contribution margin, products are categorized into 5 different groups by their turnover ration. Under an

assumption that cost of opportunity is higher in products that take longer time to sell. Contribution margin
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and turnover rate analysis shows that while product groups with high turnover rate have low difference
between regular contribution margin and contribution margin that incorporate cost of opportunity, product
group with low turnover rate has high difference between the two contribution margins. Conclusively, the
calculation method can reflect the cost of opportunity in the result. Furthermore, to show the effect of
variation in interest rate on opportunity cost, interest rate was changed from 1 percent to 2 percent,
resulting in decline of contribution margin in all product groups. However, while product group with turnover
rate higher than 4 rounds per year has slight change in difference of contribution margins, product group
with turnover rate lower than 1 round per year has a huge difference. Product group with higher than 4
turnover ratio changes from 0.62 percent to 1.45 percent. Product group with turnover ratio lower than one
changes from 28.28 percent to 59.12 percent. Consequently, low-turnover-ratio product group loses profit
even more; from -16.20 percent to -47.05 percent. Therefore, when interest rate of contribution margin
increases, shops should increase their attention in low-turnover-ratio products more than what they should

do in high-turnover-ratio products.
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