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Today’s businesses need accurate and insightful data on regular basis for making informed decisions, proper planning and controlling. Management accounting does different analyses to generate useful data for the managers that helps them to take decision of different business aspects. 
Question 1
(A)  Break-even calculation 

Break-even point in Unit=Total Fixed Cost/Contribution Margin
		        =£350,000/£11-£6
        			=£350,000/£5
       			 =70,000 units
Break-Even Point in Revenues= Total Fixed Cost/Contribution Margin Ratio
[bookmark: _GoBack]			=£350,000/£11-£6/£11
=£350,000/.454545
=£770,000
* Contribution Margin=Selling Price Per Unit - Variable Cost Per Unit
(B)Profit on 75,000 Units
Contribution Margin * Sales Quantity - Fixed Expenses= Total Profit 
(£5) * 75000 - £350,000= Total Profit
£375,000 - £350,000= Total Profit
£25,000= Total Profit
(D) Calculation of new profit figure
New Selling price per unit=£13
New Variable costs per unit=£7
Advertising Campaign Cost= £10,000 
New Fixed cost=£350,000+£10,000=£360,000
Therefore, 
Contribution Margin * Sales Quantity - Fixed Expenses= Total Profit 
(£6) * 80,000 - £360,000= Total Profit
£480,000 - £360,000= Total Profit
£120,000= Total Profit
(D) Limitations of break-even analysis 
Even tough break-even analysis is widely used by all types of business this technique some limitations. This technique works on some assumptions and these assumptions have made these techniques susceptible to wrong analysis. 
· Break-even analysis only considers fixed costs and variable costs to determine profit and break-even. However, one of the major portions of the financing in any business is the capital itself which is not considered in break-even analysis (Ahrens and Chapman, 2007). The exclusion of cost of capital has made the break-even analysis a simple tool of margin analysis rather than a comprehensive tool. 
· In break-even analysis the variable costs are proportionally distributed among the units produced which is not necessarily the case in every case. In some cases, the variable costs cannot be distributed evenly and therefore the proper representation of cost does not come out. 
· Break-even analysis totally overlooks the economic factors such as the demand, supply, inflation, etc. It assumes that the price will remain the same which is not possible in today’s free market (Burns et al., 2003). Moreover, it only determines the number of units need to be sold but cannot determine if there is actually any demand for those units. 
· Break-even analysis works with only one product or one product mix which is a huge limitation as most of the modern business have multiple product line (Guilding et al., 2000). It is cumbersome to calculate separate break-even analysis for each product and make separate decisions accordingly. 

  Question 2
(A) 
Importance of Management accounting 
Management accounting has cemented its place in modern business as a compulsory component in decision making. It helps the management to take a deeper look into the business with numbers and figures which aids to take right decisions. The importance of management accounting is discussed below: 
· Effective Planning: Managers need reliable and accurate financial date to make plan for the future. Management accounting prepares insightful charts, figures and shares these with the managers so that they get the data and make planning for the future (Guilding et al., 2000). 
· Performance Appraisal: In any business the prerequisite for success is the regular appraisal of the performance of different projects and teams. With different tools and techniques such as variance analysis, management accounting helps managers to get measure the result against the standard and take corrective actions (Ahrens and Chapman, 2007). 
· Controlling the business: One of the major roles of a managers is controlling the business. To control a business a manager requires performance data on different activities so that the real scenario comes out and any actions for improvement can be suggested (Horngren et al., 2005). Management accounting provides all the performance related data about product mix, investments, and processes.
· Business Efficiency: Process analysis is a major task of management accounting where bottlenecks are searched and their impacts are measured. Managers then take necessary steps based on the analysis to increase the efficiency of the process by optimizing the process. 
Difference between Financial Accounting and Management accounting
Tough sounds familiar, financial accounting and management accounting are not same. There are differences between them in multiple aspects. These are as follows:
1. Financial Accounting portrays the financial condition of a business by providing different statements and reports such as income statement, balance sheet, etc. whereas management accounting provides financial and non-financial information such as margin ratio, break-event point, process efficiency, etc. (Sahaf, 2009) 
2. Management accounting provides information to insider parties such as managers whereas financial accounting shares information to outsider parties such as regulatory bodies, shareholders, investors, etc. (Guilding et al., 2000).
3. Management accounting focuses on assisting managers with insightful data and information to take better business decisions whereas financial accounting focuses on keeping the records of the financial transactions and preparing financial reports for different stakeholders. 
4. The statements and reports provided by the financial accounting have to comply with prescribed format provided by different bodies such as GAAP, IFRS, IAS, however, the reports provided by management accounting does not have to follow any prescribed format (Horngren et al., 2005) 
5. Management accounting provides different reports when necessary however the financial accounting has to make reports on regular interval. 
(B) 
Three Techniques used by Management Accountants 
Management accountants use different techniques to provide financial and non-financial data to the managers as required by the managers. These techniques vary according to the need of the management. Three such techniques are discussed below: 
1. Valuation of inventory and products: Inventory management is a crucial task for managers as this affects the overall cost. Management accountants use Cost of Goods Sold technique to determine the cost of inventory to optimize the inventory level and cost (Sahaf, 2009). This technique is one of the most used techniques among the production-oriented businesses. 
2. Margin analysis: This technique is used by almost all business to find out the wanted level of sales to make profit. Using break-even, management accountants determine the perfect product mix or optimum production level to match the profit expected by the management. 
3. Constraint Analysis: Constraint exists in every process and business and it is the duty of the management accountants to find out the constraints and measure their impacts on the business (Burns et al., 2003). Bottleneck analysis is done to maximize any process and to make sure no resource is wasted. This analysis is therefore to the core of process engineering and process optimization. 
Management accounting helps businesses by providing its managers with reliable information and data. Therefore, better planning, forecasting and controlling is possible and the business achieve optimum efficiency and financial success.  
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