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	Objective:
	Use the three analysis techniques to determine the fixed and
	
	

	
	variable costs 
	Scatter Diagram
	High Low Method
	Regression
	

	
	
	
	
	
	
	
	
	

	Step One
	ENTER THE DATA INTO TWO COLUMNS
	
	
	
	

	
	
	SCATTER DIAGRAM
	
	
	

	Step Two
	Prepare a scatter diagram to show the driver is linear
	
	
	

	
	to the costs:  in other words, it is a good driver for the cost
	
	

	
	
	
	
	
	
	
	
	

	
	1.   Place the cursor where you want the chart
	
	
	

	
	2.   Enter the data range by highlighting both columns
	
	
	

	
	3.  Select Chart Wizard
	
	
	
	
	

	
	4.  Select Scatter diagram
	
	
	
	
	

	
	5.  Enter the name of the chart
	
	
	
	
	

	
	6.  Enter the x - axis or driver or independent variable
	
	
	

	
	7.  Enter the y-axis or costs or dependent variable
	
	
	

	
	8.  Click on OK
	
	
	
	
	
	

	
	9.  Is it Linear?
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	HIGH LOW METHOD
	
	
	
	

	Step Three
	Calculate the variable and fixed costs so you can project
	
	

	
	future costs
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	1.  Enter the high driver with it's associated costs
	
	
	

	
	2.  Enter the low driver with its associated costs
	
	
	

	
	3.  Subtract the drivers, then subtract the costs
	
	
	

	
	4.  Divide the costs by the driver
	
	
	
	
	

	
	5.  This becomes your variable costs
	
	
	
	

	
	6.  Create the formula  Total Costs - (driver* variable cost)= fixed cost. 
	

	
	
	Apply it to the high driver
	
	
	
	

	
	7.  Using the low driver, check to see if it is the same fixed costs 
	

	
	
	
	
	
	
	
	
	

	
	
	Regression Analysis
	
	
	

	
	
	
	
	
	
	
	
	

	Step Four
	Check the accuracy of the variable and fixed data
	
	
	

	
	
	
	
	
	
	
	
	

	
	1.Place cursor in a cell that has at least 7 columns free to the right
	

	
	2.  Select Tools
	
	
	
	
	
	

	
	3.  Select Data Analysis
	
	
	
	
	

	
	4.  Select Regression
	
	
	
	
	

	
	5.  Select the ranges:  y=cost, x=driver
	
	
	
	

	
	     Output is where you placed your cursor
	
	
	
	

	
	6.  Click OK
	
	
	
	
	
	

	
	7.  The intercept is the Fixed Costs
	
	
	
	

	
	8.  The X Variable 1 is the variable costs
	
	
	
	

	
	
	
	
	
	
	
	
	

	Step Five
	Place the figures in the cost formula
	
	
	
	

	
	Total Costs = Variable Cost per unit * total units + Fixed costs(number of periods)


