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Total contribution can also be determined from the unit 
contribution and unit volume: Total contribution = unit 
contribution x unit sales. Total units sold in 2006 were 
297,619 units, which can be determined by dividing total 
sales by price per unit ($100 million + $336). Total con- 
tribution = $70 contribution per unit X 297,619 units = 

$20,833,330 (difference due to rounding. 

Recall that the contribution margin of 21% was based on 
variable costs representing 79% of sales. Therefore, if we 
do not know price, we can set it equal to $1.00. If price 
equals $1.00, 79 cents represents variable costs and 
21 cents represents unit contribution. If price is decreased 
by lo%, the new price is $0.90. However, variable costs 
do not change just because price decreased, so the unit 
contribution and contribution margin decrease as follows: 

Old New 
(reduced 10%) 

Price $1.00 $0.90 
- Unit variable cost $0.79 $0.79 
= Unit contribution $0.21 $0.11 
Contribution margin $0.21/$1.00 = $0.11/$0.90 = 

0.21 or 21% 0.12 or 12% 


