8.4 Incremental Cost.  McFarlanci-Adler, Inc., produces innovative interior decorating software that it sells to design studios, home furnishing stores, and so on. The yearly volume of output is 15,000 units. Selling price and costs per unit are as follows:
Selling Price
S250
Costs:
Direct material
S40
Direct labor
60
Variable overhead
30
Variable selling expenses
25
Fixed selling expends
20
-$175
Unit profit before tax
S 75
Management is evaluating the possibility of using the Internet to sell its software directly to consumers at a price of S300 per unit. Although no added capital investment is required, additional shipping and handling costs are estimated as follows:
Direct labor
S30 per unit
Variable overhead
S5 per unit
Variable selling expenses
S2 per unit
Fixed selling expenses
S20.000 per >ear
A. Calculate the incremental profit that McFarlancl-Adler would earn by customizing its instruments and marketing them directly to end users.
8.9 Learning Curves.   The St. Thomas Winery plans to open a new production facility in the Napa Valley of California. Based on information provided by the accounting department, the company estimates fixed costs of $250,000 per year and average variable costs of




AVC = $10 + $0.01Q
where AVC is average variable cost (in dollars) and Q is output measured in cases of output per year.
A.
Estimate total cost and average total cost for the coming year at a projected volume oF
4,000 cases.

B.
An increase in worker productivity because of greater experience or learning during the course of the year resulted in a substantial cost saving for the company. Estimate the effect
of learning on average total cost if actual total cost was $522,500 at an actual volume of
5,000 cases.
