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UNITS

UNDERSTANDING THE COSTS ASSOCIATED WITH MANUFACTURING T-SHIRTS IS ESSENTIAL FOR BOTH PRODUCERS AND
CONSUMERS AIMING TO GAUGE PRODUCTION EFFICIENCY, PRICING STRATEGIES, AND PROFIT MARGINS. ORR PRODUCTS, A LEADING
MANUFACTURER IN THE APPAREL INDUSTRY, PRODUCES A SUBSTANTIAL VOLUME OF T-SHIRTS—SPECIFICALLY, 100,000
UNITS. THIS ARTICLE PROVIDES AN IN-DEPTH ANALYSIS OF THE VARIOUS COSTS INCURRED DURING THIS PRODUCTION LEVEL,
EXPLORING FIXED, VARIABLE, AND TOTAL COSTS, ALONGSIDE INSIGHTS INTO COST MANAGEMENT AND EFFICIENCY STRATEGIES.

OVEerVIEW OF OrR ProbUCTS’ T-SHIRT MANUFACTURING COSTS

MANUFACTURING COSTS CAN BE BROADLY CATEGORIZED INTO FIXED COSTS AND VARIABLE COSTS. FIXED COSTS REMAIN
CONSTANT REGARDLESS OF THE NUMBER OF UNITS PRODUCED, WHILE VARIABLE COSTS FLUCTUATE WITH PRODUCTION VOLUME.
AT A ProDUCTION LEVEL oF 100,000 T-sHIRTS, ORR PRODUCTS EXPERIENCES A SPECIFIC COST STRUCTURE THAT
INFLUENCES ITS OVERALL PROFITABILITY AND PRICING.

Fixep CosTs IN T-SHIRT MANUFACTURING

DeriNITION AND COMPONENTS OF Fixep CosTs

FIXED COSTS ARE EXPENSES THAT DO NOT CHANGE WITH THE LEVEL OF OUTPUT IN THE SHORT TERM. FOR ORrR PRODUCTS,
THESE COSTS INCLUDE:

® FACTORY RENT: THE LEASING COST OF MANUFACTURING FACILITIES, TYPICALLY PAID MONTHLY REGARDLESS OF OUTPUT
VOLUME.

¢ EQUIPMENT DEPRECIATION: THE REDUCTION IN VALUE OF SEWING MACHINES, CUTTING TABLES, AND OTHER MACHINERY
OVER TIME, ALLOCATED PER PRODUCTION CYCLE.

® SALARIES OF PERMANENT STAFF: W AGES FOR MANAGEMENT, SUPERVISORS, AND ADMINISTRATIVE PERSONNEL WHO
REMAIN EMPLOYED REGARDLESS OF PRODUCTION VOLUME.

* INSURANCE AND UTILITIES: FIXED PORTION OF INSURANCE PREMIUMS, WATER, AND ELECTRICITY COSTS ASSOCIATED
WITH MAINTAINING THE PRODUCTION FACILITIES.

o Licenses AND CERTIFICATIONS: REGULATORY COSTS THAT ARE NOT DIRECTLY TIED TO UNITS PRODUCED BUT
NECESSARY FOR LEGAL OPERATION.

IMPACT oF Fixep CosTs AT 100,000 UniTs

AT THIS PRODUCTION LEVEL, FIXED COSTS ARE SPREAD OVER 100,000 UNITS, EFFECTIVELY REDUCING THE PER-UNIT FIXED
COST DUE TO ECONOMIES OF SCALE. FOR EXAMPLE, IF THE TOTAL FIXED COSTS AMOUNT To $500,000 ANNUALLY, THEN THE



FIXED COST PER T-SHIRT IS $5.00. AS PRODUCTION INCREASES, THIS PER-UNIT COST DIMINISHES, ENHANCING PROFITABILITY
MARGINS.

V ARIABLE COSTS IN T-SHIRT MANUFACTURING

CoMPoNeNTs ofF VARIABLE CosTs

V ARIABLE COSTS CHANGE DIRECTLY WITH THE NUMBER OF UNITS PRODUCED. FOR ORR PRODUCTS’ T-SHIRT MANUFACTURING,
TYPICAL VARIABLE COSTS INCLUDE:

RAw MATERIALS: COTTON FABRIC, POLYESTER BLENDS, DYES, AND OTHER MATERIALS USED TO PRODUCE EACH T-SHIRT.

DIRecT LABOR: W AGES PAID TO WORKERS DIRECTLY INVOLVED IN CUTTING, SEWING, AND FINISHING EACH T‘SHIRT/
OFTEN CALCULATED ON AN HOURLY BASIS.

PACKAGING: COSTS ASSOCIATED WITH WRAPPING, TAGGING, AND PREPARING EACH T-SHIRT FOR SHIPMENT.

¢ UTILITIES FOR PRODUCTION: ELECTRICITY, WATER, AND GAS CONSUMED DURING MANUFACTURING PROCESSES, WHICH
INCREASE WITH PRODUCTION VOLUME.

CALCULATING VARIABLE CosTs AT 100,000 UniTs

SUPPOSE THE VARIABLE COST PER T-SHIRT IS $3.00, COVERING RAW MATERIALS, LABOR, AND UTILITIES. THEN, THE TOTAL
VARIABLE COSTS AMOUNT TO:

$3.00 x 100,000 uniTs = $300,000

THIS COST SCALES LINEARLY WITH PRODUCTION VOLUME, MEANING THAT ANY INCREASE OR DECREASE IN UNITS PRODUCED WILL
PROPORTIONALLY AFFECT THE TOTAL VARIABLE COSTS.

ToTAL MANUFACTURING CosTs AT 100,000 UnNiTs

CoMBINING Fixep AND V ARIABLE CosTs

TOTAL MANUFACTURING COSTS ARE THE SUM OF FIXED AND VARIABLE COSTS:

\l

\TexT{ToTAL CosTs} = \TexT{Fixep CosTs} + \TexT{VAriaBLE COSTS}

\]

USING THE PREVIOUS EXAMPLES:

- Fixep CosTts = $500,000

- VariaBLE CosTs = $300,000

ToTAL CosTs = $500,000 + $300,000 = $800,000



Per-UNIT CosT ANALYSIS

THE AVERAGE COST PER T-SHIRT AT THIS PRODUCTION LEVEL CAN BE CALCULATED AS:

\[
\TexT{CosT per UNIT} = \FRAC{\TEXT{ToTAL CosTs}}\TexT{Numeer oF UniTs}} = \rrac{\$800,0003{ 100,000} =
\$8.00

\]

THIS FIGURE IS CRITICAL FOR PRICING DECISIONS, ENSURING THAT THE SELLING PRICE COVERS COSTS AND CONTRIBUTES TO
PROFIT.

CosT BEHAVIOR AND ECONOMIES OF SCALE

Fixep CosTs DISTRIBUTION

AS PRODUCTION VOLUME INCREASES, FIXED COSTS ARE DISTRIBUTED OVER MORE UNITS, REDUCING THE FIXED COST PER UNIT.
THIS PHENOMENON, KNOWN AS ECONOMIES OF SCALE, ALLOWS ORR PRODUCTS TO LOWER PER-UNIT COSTS AND REMAIN
COMPETITIVE.

V ARIABLE COSTS AND EFFICIENCY IMPROVEMENTS

W/HILE VARIABLE COSTS FLUCTUATE WITH OUTPUT, IMPROVEMENTS IN MANUFACTURING EFFICIENCY—SUCH AS AUTOMATION,
BETTER TRAINING, OR OPTIMIZED SUPPLY CHAIN MANAGEMENT—CAN REDUCE VARIABLE COSTS PER UNIT, FURTHER ENHANCING
PROFIT MARGINS.

CosT MANAGEMENT STRATEGIES FOR ORR PRODUCTS

EFFECTIVE COST MANAGEMENT IS ESSENTIAL FOR MAINTAINING PROFITABILITY, ESPECIALLY AT HIGH PRODUCTION LEVELS LIKE
100,000 UNITS. STRATEGIES INCLUDE:

1. BuULk PURCHASING: BUYING RAW MATERIALS IN LARGE QUANTITIES TO SECURE DISCOUNTS, REDUCING RAW MATERIAL
COSTS PER UNIT.
2. ProcEss OPTIMIZATION: STREAMLINING MANUFACTURING PROCESSES TO MINIMIZE WASTE AND REDUCE LABOR HOURS.

3. TECHNOLOGICAL INVESTMENTS: INCORPORATING AUTOMATION TO IMPROVE EFFICIENCY AND LOWER VARIABLE LABOR
COSTS.

4. ENerGY CONSERVATION: IMPLEMENTING ENERGY-EFFICIENT MACHINERY AND PRACTICES TO REDUCE UTILITY COSTS.

5. SuppLY CHAIN MANAGEMENT: NEGOTIATING BETTER TRANSPORTATION AND LOGISTICS DEALS TO LOWER OVERALL
COSTS.

IMPLICATIONS FOR PRICING AND PROFITABILITY

KNOWING THE DETAILED COSTS AT THE 100,000-UNIT PRODUCTION LEVEL ENABLES ORR PRODUCTS TO SET COMPETITIVE



PRICES THAT ENSURE COVERAGE OF ALL COSTS AND DESIRED PROFIT MARGINS. FOR INSTANCE, IF THE TOTAL COST PER T-SHIRT
1S $8.00, THE COMPANY MIGHT AIM FOR A SELLING PRICE OF $12.00 TO ACHIEVE A HEALTHY PROFIT MARGIN.

CONCLUSION

MANUFACTURING 100,000 T-SHIRTS INVOLVES A COMPLEX INTERPLAY OF FIXED AND VARIABLE COSTS. FIXED COSTS, SUCH
AS EQUIPMENT DEPRECIATION AND FACTORY RENT, ARE SPREAD OVER A LARGE PRODUCTION VOLUME, REDUCING THE PER-UNIT
FIXED COST. VARIABLE COSTS, INCLUDING RAW MATERIALS AND DIRECT LABOR, FLUCTUATE DIRECTLY WITH PRODUCTION
LEVELS BUT CAN BE OPTIMIZED THROUGH EFFICIENCY MEASURES. THE TOTAL cosT ofF $800,000 AT THIS LEVEL TRANSLATES
TO AN AVERAGE COST OF $8.00 PER T-SHIRT, PROVIDING A FOUNDATION FOR STRATEGIC PRICING AND PROFIT PLANNING. BY
EFFECTIVELY MANAGING THESE COSTS, ORR PRODUCTS CAN MAINTAIN COMPETITIVENESS, IMPROVE PROFITABILITY, AND SCALE
PRODUCTION EFFICIENTLY IN THE DYNAMIC APPAREL MARKET.

Key TAKEAWAYS:

- FIXED COSTS REMAIN CONSTANT REGARDLESS OF PRODUCTION VOLUME BUT DECREASE PER UNIT AS OUTPUT INCREASES.

- VARIABLE COSTS ARE DIRECTLY PROPORTIONAL TO THE NUMBER OF UNITS PRODUCED.

- ToTAL cosTs AT 100,000 uniTs sum To apPROXIMATELY $800,000, WITH AN AVERAGE COST PER T-SHIRT oF $8.00.
- ECONOMIES OF SCALE PLAY A VITAL ROLE IN REDUCING PER-UNIT COSTS.

- STRATEGIC COST MANAGEMENT ENHANCES PROFITABILITY AND MARKET COMPETITIVENESS.

UNDERSTANDING THESE COST STRUCTURES EMPOWERS ORR PRODUCTS TO MAKE INFORMED DECISIONS ABOUT PRODUCTION
PROCESSES, PRICING STRATEGIES, AND INVESTMENTS, ENSURING SUSTAINABLE GROWTH AND PROFITABILITY IN THE COMPETITIVE
T-SHIRT MANUFACTURING INDUSTRY.

FREQUENTLY ASkeD QUESTIONS

\WHAT ARE THE MAIN COST COMPONENTS INVOLVED IN ORR PRODUCTS' T-SHIRT
MANUFACTURING AT A PRODUCTION LEVEL oF 100,000 uniTs?

THE MAIN COST COMPONENTS INCLUDE DIRECT MATERIALS, DIRECT LABOR, MANUFACTURING OVERHEAD, AND VARIABLE AND FIXED
PRODUCTION COSTS ASSOCIATED WITH MANUFACTURING 100,000 uNiTs.

How DOES INCREASING THE PRODUCTION LEVEL TO 100,000 UNITS IMPACT THE PER-
UNIT COST OF T-SHIRTS FOR ORR PRODUCTS?

AT A ProDUCTION LEVEL oF 100,000 UNITS, THE PER-UNIT COST TYPICALLY DECREASES DUE TO ECONOMIES OF SCALE,
SPREADING FIXED COSTS OVER A LARGER NUMBER OF UNITS AND POTENTIALLY OPTIMIZING RESOURCE UTILIZATION.

\WHAT ARE THE KEY CHALLENGES ORR PRODUCTS MIGHT FACE WHEN MAINTAINING A
PRODUCTION LEVEL oF 100,000 T-SHIRTS?

CHALLENGES INCLUDE MANAGING SUPPLY CHAIN EFFICIENCY, CONTROLLING VARIABLE COSTS, ENSURING QUALITY CONSISTENCY,
AND MAINTAINING EQUIPMENT AND LABOR PRODUCTIVITY AT HIGH PRODUCTION VOLUMES.

How cAN ORR PRODUCTS OPTIMIZE ITS COSTS WHEN PRODUCING 100,000 T-
SHIRTS?

OPTIMIZATION CAN BE ACHIEVED THROUGH BULK PURCHASING OF MATERIALS, STREAMLINING PRODUCTION PROCESSES, REDUCING
WASTE, NEGOTIATING BETTER SUPPLIER TERMS, AND INVESTING IN EFFICIENT MACHINERY.



\WHAT IS THE SIGNIFICANCE OF UNDERSTANDING THE COSTS AT A PRODUCTION LEVEL OF
100,000 uNiTs FOrR ORR PRODUCTS’ PRICING STRATEGY?

UNDERSTANDING THESE COSTS HELPS ORR PRODUCTS SET COMPETITIVE PRICES, ENSURE PROFITABILITY, AND MAKE INFORMED
DECISIONS ABOUT SCALING PRODUCTION OR ADJUSTING MARKETING STRATEGIES.

Do FIXED COSTS PER UNIT INCREASE OR DECREASE WHEN ORR PRODUCTS INCREASES
probucTIoN To 100,000 uniTS?

FIXED COSTS PER UNIT DECREASE AS PRODUCTION VOLUME INCREASES BECAUSE FIXED COSTS ARE SPREAD OVER A LARGER
NUMBER OF UNITS, IMPROVING OVERALL COST EFFICIENCY.

How MIGHT CHANGES IN VARIABLE COSTS AFFECT THE PROFITABILITY OF ORR
ProbucTs’ T-SHIRT PrRobUCTION AT 100,000 uniTS?

AN INCREASE IN VARIABLE COSTS, SUCH AS MATERIALS OR LABOR, CAN REDUCE PROFIT MARGINS, WHILE DECREASES CAN
IMPROVE PROFITABILITY, EMPHASIZING THE IMPORTANCE OF CONTROLLING VARIABLE EXPENSES AT HIGH PRODUCTION LEVELS.

ADDITIONAL RESOURCES

Orr ProbUCTS MANUFACTURES T-SHIRTS, IT HAS THE FoLLowING CosTs WHEN |Ts ProbucTion LeveL Is 100,000
UNITS

IN THE COMPETITIVE LANDSCAPE OF APPAREL MANUFACTURING, UNDERSTANDING THE INTRICACIES OF PRODUCTION COSTS IS
CRUCIAL FOR STRATEGIC DECISION-MAKING AND MAINTAINING PROFITABILITY. ORR PRODUCTS, A NOTABLE PLAYER IN THE T-
SHIRT MANUFACTURING SECTOR, HAS GARNERED ATTENTION FOR ITS OPERATIONAL EFFICIENCY AND COST MANAGEMENT. Y/ HEN
EXAMINING THE COMPANY’'S COST STRUCTURE AT A PRODUCTION LEVEL OF ]O0,000 UNITS, SEVERAL KEY FACTORS COME
INTO PLAY, REVEALING INSIGHTS INTO ITS COST BEHAVIOR, ECONOMIES OF SCALE, AND POTENTIAL AVENUES FOR OPTIMIZATION.

THIS INVESTIGATIVE ARTICLE DELVES INTO THE DETAILED COSTS ASSOCIATED WITH ORR PRODUCTS’ T-SHIRT MANUFACTURING
PROCESS AT THIS SPECIFIC PRODUCTION VOLUME. WE'LL ANALYZE FIXED VERSUS VARIABLE COSTS, EXPLORE THE IMPLICATIONS
OF SCALE, AND ASSESS HOW THE COMPANY’S COST STRUCTURE IMPACTS PRICING, COMPETITIVENESS, AND PROFITABILITY.
ADDITIONALLY, WE'LL CONSIDER EXTERNAL FACTORS INFLUENCING COSTS AND FUTURE OUTLOOKS WITHIN THE INDUSTRY.

UNDERSTANDING THE CosT STRUCTURE oF OrRR PRODUCTS

EVERY MANUFACTURING OPERATION COMPRISES VARIOUS COST COMPONENTS THAT COLLECTIVELY DETERMINE THE OVERALL
EXPENSES INCURRED IN PRODUCING A PRODUCT. FOR ORR PRODUCTS, AT THE PRODUCTION LEVEL OF 100,000 T-SHIRTS,
THESE COSTS CAN BE BROADLY CATEGORIZED INTO FIXED COSTS, VARIABLE COSTS, AND SEMI-V ARIABLE COSTS.

Fixep CosTs
FIXED COSTS ARE EXPENSES THAT REMAIN CONSTANT REGARDLESS OF THE PRODUCTION VOLUME WITHIN A RELEVANT RANGE.
For ORR PRODUCTS, FIXED COSTS MIGHT INCLUDE:

- FACTORY RENT OR DEPRECIATION OF MANUFACTURING EQUIPMENT: THE COSTS ASSOCIATED WITH THE PHYSICAL PLANT AND
MACHINERY.

- SALARIES OF PERMANENT STAFF: \W AGES FOR MANAGERIAL PERSONNEL, QUALITY CONTROL STAFF, AND ADMINISTRATIVE
EMPLOYEES.

- INSURANCE AND PROPERTY TAXES: ONGOING COSTS TIED TO THE MANUFACTURING FACILITY AND EQUIPMENT.

- INITIAL CAPITAL EXPENDITURES: DEPRECIATED OVER TIME, REPRESENTING INVESTMENTS IN MACHINERY AND INFRASTRUCTURE.



V ArIABLE COSTS

V ARIABLE COSTS FLUCTUATE DIRECTLY WITH THE NUMBER OF UNITS PRODUCED. FOR T-SHIRT MANUFACTURING, THESE
TYPICALLY ENCOMPASS:

- RAW MATERIALS: FABRIC (COTTON, POLYESTER), DYES, AND OTHER MATERIALS.

- DIRECT LABOR: W/ AGES FOR WORKERS DIRECTLY INVOLVED IN PRODUCTION, OFTEN PAID ON AN HOURLY OR PIECE-RATE BASIS.
- PACKAGING AND L ABELING: MATERIALS USED FOR EACH UNIT.

- UTILITIES: POWER AND WATER CONSUMPTION THAT INCREASE WITH PRODUCTION VOLUME.

SeMi-vARrIABLE (Mixep) CosTs
SOME EXPENSES HAVE BOTH FIXED AND VARIABLE COMPONENTS, SUCH AS:

- MACHINE MAINTENANCE: SOME COSTS ARE FIXED, WHILE OTHERS DEPEND ON USAGE.
- OVERTIME LABOR COSTS: ADDITIONAL WAGES WHEN SURPASSING STANDARD WORKING HOURS.

CosT BreakbownN AT 100,000 UniTs

W/HILE SPECIFIC NUMERICAL DATA ARE NOT PROVIDED IN THIS CONTEXT, TYPICAL COST ANALYSIS FRAMEWORKS CAN HELP
ILLUSTRATE THE POTENTIAL COST BEHAVIOR FOR ORR PRODUCTS AT THIS PRODUCTION LEVEL.

Fixep CosTs

- FACTORY LEASE AND EQUIPMENT DEPRECIATION: ESTIMATED AT A FIXED ANNUAL EXPENSE, SAY, $1,000,000.
- SALARIES OF PERMANENT STAFF: APPROXIMATELY $500,000 ANNUALLY.

- INSURANCE, PROPERTY T AXES, AND MISCELLANEOUS FIXED EXPENSES: ARouND $200,000.
ToTaL Fixep CosTs: ~$1,700,000

V ARIABLE COSTS PER UNIT

- Raw MATERIALS (FABRIC, DYES): ESTIMATED AT $2.50 PER T-SHIRT.

- DirecT LABOR: APPROXIMATELY $1.00 PER T-SHIRT.

- PACKAGING AND LABELS: AROUND $0.50 PER T-SHIRT.

- UTiLimies: EsTIMATED AT $0.25 PER T-SHIRT.

ToTAL VARIABLE CosT Per UNIT: $4.25

ToTAL VARrRIABLE CosTs AT 100,000 UniTs

- 100,000 uniTs x $4.25 = $425,000

ToTAL ProbucTioN CosT AT 100,000 UNiTs:

- Fixeo CosTs ($1,700,000) + VariaeLe CosTs ($425,000) = $2,125,000

CosT BeHAVIOR AND ECONOMIES OF SCALE

UNDERSTANDING HOW COSTS BEHAVE AS PRODUCTION SCALES IS VITAL FOR ORR PRODUCTS' STRATEGIC PLANNING. THE KEY
CONCEPT HERE IS THE AVERAGE COST PER UNIT, WHICH IS CALCULATED AS:



AVERAGE CosT PER UNIT = ToTAL CosT / ToTAL UNITS PRODUCED

AT 100,000 uNiTS:

-$2,125,000 / 100,000 = $21.25 per T-SHIRT

THIS FIGURE PROVIDES INSIGHT INTO THE COMPANY'S COST COMPETITIVENESS AND POTENTIAL PRICING STRATEGIES.
Fixep CosTs AND THER IMPACT

Fixeo COSTS, BY NATURE, DO NOT CHANGE WITH PRODUCTION VOLUME IN THE SHORT TERM. THEREFORE, AS OUTPUT
INCREASES, THE AVERAGE FIXED COST PER UNIT DECREASES—A PHENOMENON KNOWN AS ECONOMIES OF SCALE. FOR EXAMPLE:

- IF FIXeD cosTs REMAIN AT $ 1,700,000, INCREASING PRODUCTION TO 200,000 UNITS WOULD HALVE THE FIXED COST
CONTRIBUTION PER UNIT TO APPROXIMATELY $8.50.

- THIS REDUCTION ENHANCES PROFIT MARGINS IF THE SELLING PRICE REMAINS CONSTANT.

V ARIABLE CosTs AND MARGINAL CosT

V ARIABLE COSTS TEND TO INCREASE PROPORTIONALLY WITH OUTPUT. For ORrRR PrRODUCTS:

- THE VARIABLE COST PER T-SHIRT REMAINS AROUND $425, ASSUMING RAW MATERIAL PRICES AND WAGES ARE STABLE.
- ANY EFFICIENCIES GAINED IN BULK PURCHASING OR PROCESS IMPROVEMENTS COULD REDUCE THESE COSTS.

IMPLICATIONS FOR PRICING STRATEGY
GIVEN THE TOTAL COSTS:
- TO BREAK EVEN, THE SELLING PRICE MUST AT LEAST COVER THE AVERAGE COST PER UNIT ($21.25).

- COMPETITIVE MARKET CONDITIONS MAY PRESSURE ORR PRODUCTS TO PRICE BELOW THIS, EMPHASIZING THE IMPORTANCE OF
COST REDUCTION AND SCALE.

EXTERNAL FACTORS INFLUENCING COST STRUCTURE

\W/HILE INTERNAL EFFICIENCIES ARE CRUCIAL, EXTERNAL FACTORS SIGNIFICANTLY INFLUENCE ORR PRODUCTS’ COST DYNAMICS.
RAw MATERIAL MARKET VOLATILITY

- FLUCTUATIONS IN FABRIC PRICES DUE TO SUPPLY CHAIN DISRUPTIONS OR CURRENCY FLUCTUATIONS CAN ALTER VARIABLE
COSTS.

- SOURCING FROM DIFFERENT SUPPLIERS OR NEGOTIATING BULK DISCOUNTS CAN MITIGATE THIS RISK.

LABOR MARKET CONDITIONS

- \W AGE RATES FOR MANUFACTURING LABOR CAN VARY BASED ON REGIONAL ECONOMIC CONDITIONS AND LABOR LAWS.
- AUTOMATION AND TECHNOLOGICAL UPGRADES COULD REDUCE LABOR COSTS OVER TIME.

REGULATORY ENVIRONMENT

- ENVIRONMENTAL REGULATIONS CONCERNING WASTE DISPOSAL OR EMISSIONS MAY INCREASE COMPLIANCE COSTS.
- TARIFFS OR IMPORT/EXPORT RESTRICTIONS ON RAW MATERIALS COULD AFFECT COSTS.

INDUSTRY TRENDS

- SUSTAINABLE MANUFACTURING PRACTICES MAY ENTAIL HIGHER UPFRONT COSTS BUT CAN LEAD TO LONG-TERM SAVINGS AND



BRAND DIFFERENTIATION.
- CONSUMER PREFERENCE SHIFTS TOWARD ECO-FRIENDLY PRODUCTS COULD INFLUENCE MATERIAL CHOICES, IMPACTING COSTS.

CosT OPTIMIZATION AND FUTURE OUTLOOK

For ORrRR PRODUCTS TO MAINTAIN PROFITABILITY AND COMPETITIVE ADVANTAGE, CONTINUOUS COST MANAGEMENT IS
ESSENTIAL.

STRATEGIES FOR CoST REDUCTION

- Process OPTIMIZATION: STREAMLINING PRODUCTION WORKFLOWS TO REDUCE WASTE AND INCREASE EFFICIENCY.
- BuLk PURCHASING: NEGOTIATING BETTER PRICES FOR RAW MATERIALS.

- AUTOMATION: INVESTING IN MACHINERY THAT REDUCES LABOR DEPENDENCY.

- ENERGY EFFICIENCY: UPGRADING TO ENERGY-SAVING EQUIPMENT TO LOWER UTILITY COSTS.

- ProbucT DESIGN: SIMPLIFYING DESIGNS TO REDUCE MATERIAL USAGE AND MANUFACTURING COMPLEXITY.

INDUsTRY QUTLOOK
THE APPAREL MANUFACTURING SECTOR FACES EVOLVING CHALLENGES, INCLUDING RISING RAW MATERIAL COSTS, LABOR ISSUES

AND ENVIRONMENTAL PRESSURES. ORR PRODUCTS' ABILITY TO ADAPT THROUGH TECHNOLOGICAL INNOVATION AND STRATEGIC
SOURCING WILL DETERMINE ITS COST COMPETITIVENESS.

/7

POTENTIAL FOR SCALING

- INCREASING PrRODUCTION BEYOND 100,000 UNITS CAN FURTHER DILUTE FIXED COSTS.
- HOWEVER, CAPACITY CONSTRAINTS, SUPPLY CHAIN LIMITATIONS, AND MARKET DEMAND MUST BE CAREFULLY MANAGED.

CoNCLUSION

ANALYZING ORR PRODUCTS’ MANUFACTURING COSTS AT A PRODUCTION LEVEL oF 100,000 UNITS REVEALS A COMPLEX
INTERPLAY BETWEEN FIXED AND VARIABLE EXPENSES. THE COMPANY'S ABILITY TO LEVERAGE ECONOMIES OF SCALE
SIGNIFICANTLY INFLUENCES ITS COST PER UNIT AND, CONSEQUENTLY, ITS PRICING POWER AND PROFITABILITY. W/HILE FIXED
COSTS REMAIN RELATIVELY STABLE, VARIABLE COSTS ARE SUSCEPTIBLE TO EXTERNAL FACTORS SUCH AS RAW MATERIAL
PRICES AND LABOR RATES.

TO SUSTAIN GROWTH AND COMPETITIVE ADVANTAGE, ORR PRODUCTS MUST CONTINUOUSLY EVALUATE ITS COST
STRUCTURE, ADOPT INNOVATIVE PRODUCTION METHODS, AND NAVIGATE EXTERNAL INDUSTRY PRESSURES EFFECTIVELY. AS THE
APPAREL MARKET BECOMES INCREASINGLY COMPETITIVE AND ENVIRONMENTALLY CONSCIOUS, STRATEGIC COST MANAGEMENT
WILL BE PIVOTAL IN SHAPING THE COMPANY'S FUTURE TRAJECTORY.

IN SUM, UNDERSTANDING THE DETAILED COST DYNAMICS AT THIS PRODUCTION LEVEL NOT ONLY ILLUMINATES Orr ProDUCTS'

CURRENT OPERATIONAL EFFICIENCY BUT ALSO PROVIDES A FOUNDATION FOR STRATEGIC DECISION-MAKING AIMED AT OPTIMIZING
PROFITABILITY IN A CHALLENGING INDUSTRY LANDSCAPE.
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