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Revising the Concepts of Fixed and Variable Costs: A Theoretical Review
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Abstract:

Costs are classified in terms of their behavior into fixed costs and variable costs, the current
concept of the two costs is that the first remains constant with increasing or decreasing
production (in a certain range - long term), the latter is directly proportional and in the same
proportion with the change in the volume of production or revenue, however it is
theoretically difficult to judge in an absolute manner. In this research, these two concepts are
highlighted in order to investigate their accuracy, by providing some examples and
analyzing them. In order to achieve this result the analytical theoretical approach has been
followed. The results show that the fixed costs can sometimes be variable as a total value,
but they remain constant in terms of the obligation to pay, and even sometimes they can be
avoided. And that the variable costs do not have to change in the same proportion with the
change in the level of production or revenue. And the economic perspective also agrees with
that.
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