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[bookmark: _Toc39835722]INTRODUCTION
	Management accounting refers to the use of provisions of financial data, facts and figures in such a manner so that decisions can be taken effectively by the managers of an organization (Coad, Jack and Kholeif, 2016). Thus it allows for proper management of finances of a company effectively and efficiently so that goals and objectives can be achieved with ease which will help in attaining strategic edge. This report is based on Hoffman Ltd. which is a manufacturing firm. In this assessment, detailed focus will be made on techniques used for calculation of costs in management accounting and relevance of break-even analysis in the 21st century.
[bookmark: _Toc39835723]MAIN BODY
[bookmark: _Toc39835724]Discussion of methods of costing
	There are various methods related to costing which can be used in management accounting. The managers of Hoffman Ltd. make use of the following methods for calculation of their costs-
	Absorption costing-
	Absorption costing is a method which is used in order to accumulate the costs associated with a production process and their apportionment in different products (Absorbed Cost, 2020). This method is used by the managers of Hoffman Ltd. for calculation of the costs.
	Advantages-
· Consideration of fixed costs- Absorption costing gives due consideration to fixed costs associated with the production of a particular product (Endenich, Trapp and Brandau, 2017). Thus it makes sure that all the costs are covered for a particular product. Thus this will ensure that the managers of Hoffman Ltd. are able to accurately determine the costs associated with the product.  Thus this raises the overall efficiency, effectiveness and productivity level within the organization.
· Compliant with rules of accounting- Absorption costing is compliant with the rules of accounting such as accrual and matching concepts. Thus revenues can be matched with the costs. This is an advantage for the managers of Hoffman Ltd. as the technique used by them will be compliant with the rules of accounting which will not create problems and issues for them in the future. 
· External reporting- Absorption costing technique helps a lot in external reporting. Thus the managers of Hoffman Ltd. can make use of this technique in order to prepare external reports which will be helpful for the company. FASB (USA), ASC (UK), ASB (India) have recommended the use of this method. Thus this makes it compliant with the rules and regulations. 
· Accountability of department managers- Absorption costing helps in fixing the accountability of the department managers (Fleischman, Johnson and Walker, 2017). There are various departments within an organization such as finance, production, sales, HR etc. Therefore if overheads are increasing in these departments the accountability of the department managers can be fixed by the use of technique of absorption costing. 

Disadvantages-
· Fixed costs are period costs- There is an argument given by many accountants that fixed costs are period costs which have no future benefit and therefore should not be included in the cost of production and inventory. This can create a disadvantage for the managers of Hoffman Ltd. as there may be issues and problems related to the accuracy of accounting information if the fixed costs are removed. 
· Apportionment of overhead costs- The apportionment of overhead costs has to be done in a proper manner. If the apportionment is not done properly then it can result in increase in the overall costs.  Therefore this can turn out to be a disadvantage for the managers of Hoffman Ltd. This is so because improper apportionment of overhead costs can impact them seriously.
· Not useful in decision-making- Absorption costing technique is not very useful in decision-making process. It can determine overheads effectively but cannot help the managers in taking of decisions which can impact the organization. There are different managerial problems which can occur in organizations like Hoffman Ltd. 
· Not useful in cost control- Absorption costing technique is not very useful in controlling of the costs which incur within an organization. Further, over-absorption and under-absorption of costs can happen which can impact an organization’s strategies. Therefore if the costs increase in the enterprise this technique cannot provide effective measures to reduce the costs and therefore it is not helpful for taking decisions. The managers of Hoffman Ltd. need to consider this and must take suitable actions before implementing this technique which will result in control of overhead costs and proper apportionment of costs in various departments like production, sales, finance, HR etc. 
Activity-based cost-
Activity-based costing is a method used in costing which identifies activities within an organization assigns the cost in that order (Gomez-Conde, Lunkes and Rosa, 2018). This model is used to assign more indirect costs as compared to absorption costing. This method can be used by the managers of Hoffman Ltd. for effectively allocating the costs on the basis of various activities.

Advantages-
· Provides realistic costs- This method of costing results in providing realistic costs within an organization. Thus it is helpful for the managers of Hoffman Ltd. so that they can get a realistic view of their costs.
· Allocation of manufacturing overheads- This method of costing results in proper allocation of manufacturing overheads within an organization. Thus it can help the managers of Hoffman Ltd.
· Determines margins- This method can be used for effectively determining the margin of profits on various products (Hiebl and Mayrleitner, 2019). Therefore in this manner it is helpful for the managers of Hoffman Ltd. as accurate margins can be determined with its help.
· Identification of unnecessary costs- This method can be used for identifying those costs which are completely unnecessary in the context of an organization (Lowe, 2019). Thus in this way this helps managers of Hoffman Ltd.
Disadvantages-
· Time-consuming- Use of this technique turns out to be quite time-consuming in nature. Therefore it is a disadvantage for managers of Hoffman Ltd.
· Source of data- The data source for using this technique is not available readily and this can create problems for managers of Hoffman Ltd.
· Not according to GAAP- Reports from ABC method is not according to the GAAP and therefore this can create issues for the management of Hoffman Ltd.
· Expensive- Using this technique is quite expensive. Therefore this can increase the overall costs of Hoffman Ltd. if it wants to use this technique for determining costs.
1. Absorption cost for each type of stove
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2. Activity-based cost for each type of stove
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	Break-even analysis is a technique which is used by the management of an organization to find out the break-even point (Machado and Alves, 2017). It is the level where a firm earns no profit and neither incurs a loss. It helps in determination of margin of safety. It can be used by the managers of Hoffman Ltd. so that they can determine the level where they need to price the products to earn optimum profits. The significance of break-even analysis in the 21st century is as follows-
· Determination of selling price- Break-even analysis helps a lot in determining the selling price to be set by an organization. The managers of Hoffman Ltd. can make use of it to determine the selling price which is required to be set by them so that they can earn optimum level of profits. Thus in this manner this analysis is still relevant to them even in the 21st century.
· Fixation of sales volume- Break-even analysis helps the managers to fix the sales volume so that identification of units which are required to be sold can be made effectively and efficiently. The managers of Hoffman Ltd. can fix the volume of units which are required to be sold by them so that the firm can earn sustainable level of profits. Thus break-even analysis helps them in doing so by providing them with detailed information about the margin of safety which is required to be kept in a firm. Therefore in this manner this will help the firms in determining the sales volume effectively and this makes the break-even analysis still relevant even in the 21st century for the managers of a particular organization.
· Forecasting of costs and profits- Break-even analysis helps in forecasting of costs and profits of the organization (Quinn and Hiebl, 2018). By effectively forecasting the costs and the level of profits in an organization the managers can effectively and efficiently perform their required job. In Hoffman Ltd., costs and profits are regularly forecasted using this technique which helps the organization in knowing how much its cost is going to increase in the future time period and how much profits will increase over time. Thus in this way this analysis is still useful for the managers of the firm even in the 21st century.
· Provides suggestions- Break-even analysis helps in providing various suggestions and ideas to the managers so that they can make the required changes to sales mix (Szychta and Dobroszek, 2016). These suggestions and ideas can be extremely useful for the management so that they can change their sales mix and devise a new selling strategy. Thus, if the profits of an organization are falling then effective measures can be taken in order to provide the required suggestions and implementation of various techniques so that it can be improved. Therefore in this manner this analysis is still relevant for the managers of Hoffman Ltd. even in the 21st century.
· Inter-firm comparison- Break-even analysis facilitates inter-firm comparison effectively. The break-even point of one firm can be compared easily with the another firm. Thus it helps a lot in doing the relevant analysis and interpretation from the point of view of the managers. Thus, in this manner it can be said to be quite relevant even in the 21st century as it facilitates inter-firm comparison.
· Determination of costs- Break-even analysis is very helpful for the organizations to determine their level of costs being incurred by them. This is required to do relevant analysis and interpretation. By effectively determining the costs which are associated with the product at different levels of output this analysis can help a lot in effectively determining the level of profits. Thus in this manner it is still relevant for the managers even in the 21st century because it can help by estimating the costs in the right manner and using different strategies so that the costs may be controlled by the management of an organization. Therefore in this way this is used by managers of Hoffman Ltd.
· Aids in decision-making- Break-even analysis helps a lot in the decision-making process of the management (Vetrov, Vandina and Galustov, 2017). Hoffman Ltd.’s managers can use this analysis so that effective decisions can be taken by them at the right time which can turn out to be quite useful in the context of the organization. Thus, in this manner this analysis is used by the managers of Hoffman Ltd. and it retains its significance even in the 21st century due to the help it provides the managers to take the right decisions at the right time.
· Reveals the strengths of business- Break-even analysis can be used effectively by the managers of an organization. This analysis can reveal the strengths of the business which it can use in order to obtain a strategic edge over its various competitors and getting ahead of them. The managers of Hoffman Ltd. use this analysis in order to find out the strengths of their organization and use them optimally for gaining strategic edge over the competitors so that profits of the firm can be maximized and it can attain its goals, objectives and targets in the future time period quite easily without any problem.

From the above discussion, it can be said that break-even analysis retains its utility for the managers even in the 21st century due to the benefit it offers to the managers. Therefore the managers need to use it optimally to take maximum advantage of it in short-run and long-run.
[bookmark: _Toc39835726]CONCLUSION
	From the above report, it can be concluded that management accounting is useful for the managers to take the required decisions. Absorption costing and Activity-based costing method can be used by the managers to calculate the costs. Break-even analysis is still significant for the managers in the 21st century due to the benefits it offers to them.
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