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How to improve your gross profit and 
reach break-even faster
Understanding your gross profit break-even point is 
essential for making sure your business remains financially 
sustainable. Once you have calculated your break-even 
sales, you can take strategic steps to improve profitability 
and reduce the time it takes to reach your target financial 
return. Here are key strategies to consider:

Increase your gross profit margin
Your gross profit margin is a direct factor in determining 
how quickly you reach your break-even point. Consider 
these approaches to improve it:

	› Increase prices strategically. Review pricing 
structures to make sure your products or services 
are appropriately valued. If possible, introduce tiered 
pricing or premium offerings to maximize revenue.

	› Reduce Cost of Goods Sold (COGS). Negotiate with 
suppliers for better rates, buy in bulk where feasible, or 
explore alternative materials and production methods 
that lower costs without compromising quality.

	› Enhance operational efficiency. Identify wasteful 
spending in production or service delivery and 
implement process improvements to cut unnecessary 
expenses.

Optimize overhead expenses
Fixed costs such as rent, utilities, and non-production 
payroll contribute significantly to your break-even point. 
Evaluate opportunities to reduce these expenses without 
affecting productivity:

	› If possible, negotiate lower lease rates or switch to 
cost-effective energy solutions.

	› Invest in automation tools for invoicing, payroll, and 
customer management to reduce labour costs.

	› Consider outsourcing functions like accounting, IT 
support, or marketing instead of hiring full-time staff.

	› Increase sales volume without raising costs
	› Invest in cost-effective digital marketing strategies such 
as SEO, social media, and email campaigns to increase 
customer acquisition and sales.

	› Focus on delivering excellent customer service and 
implementing loyalty programs to drive repeat 
purchases.

	› Consider selling through additional platforms, including 
e-commerce websites, marketplaces, or wholesale 
partnerships.

Experiment with different scenarios
The template allows you to test various financial scenarios. 
Try adjusting different variables to see how changes 
impact your break-even point:

	› Test different pricing models. Experiment with small 
price increases to measure their effect on total sales 
needed to break even.

	› Assess cost-cutting measures. Enter revised overhead 
or production costs to evaluate the financial impact of 
operational changes.

	› Set realistic sales targets. Use the break-even results to 
establish achievable sales goals and develop strategies 
to meet them.

When you proactively manage your gross profit margin, 
control expenses, and implement growth strategies, you 
can reduce the time it takes to reach break-even and 
improve long-term business profitability.

Gross Profit Break-even

Note 
This is a guide only and should neither replace competent advice, nor be taken or relied upon as financial or professional advice. Seek professional advice before 
making any decision that could affect your business.
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Gross Profit Break-even
Our break-even template is a simple tool you can use to work out how much you need to sell in order to achieve your 
desired financial return.

Desired financial return

Level of overhead

Gross profit percentage

%

Gross profit margin required

Total Sales Required

Instructions
1. Enter your desired financial return. Note that this

figure is for the entire year. For example, if you want
to bring in $250,000 after expenses, enter $250,000 in
this field.

2. Enter the cost of your expenses (overheads) for the
year. This includes your fixed costs such as rent,
internet access, utilities, equipment leases, and non
production payroll. At this point, the break-even
template will display the gross margin required.

3. Enter your normal gross profit percentage. If you don’t
know this figure, check your annual accounts. Gross
margin is the money remaining after you subtract
COGS (cost of goods sold) from your sales.

4. Analyse the figures in the ‘Results’ section. Here you’ll
see the total sales you’ll need make in order to reach
your desired financial return.

5. Make appropriate changes to any of the input boxes if
you feel you need to.

6. Now that you have your baseline, print out your
results. You’ll likely want to refer back to these figures
as you experiment with different scenarios.
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