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Research on CVP analysis based on option pricing theory and asymmetric cost
behavior
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Cost-Volume-Profit (CVP) analysis practiced in corporate accounting and
explained in fundamental accounting textbook i1s an ex-post method on the presumption that relationships
between costs and revenues are preserved in static and certainty conditions. In 1980"s, on the other
hand, some previous studies on static CVP analysis model under uncertainty that costs or revenues are set
as random variables has shown. For these earlier studies, this research extends CVP analyses to dynamic
random process model based on option pricing theory by introducing stochastic process of revenues and
asymmetric cost behavior into relationship between costs and revenues.
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