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Management accounting is a crucial aspect that aids the managers in making strategic decisions in connection to income and expenditure decisions and other investment options. Consequently, for effective results, the management of any firm is obliged to implement and choose appropriate management accounting methods such as variable costing and strategies. Therefore, the management accountant of Rapid Response Drainage Services Limited is expected to prepare a report to the Board of Directors regarding the suggested closure of the Coventry branch. Notably, the management accountant is expected to state the most appropriate course of action based on the Company's financial situation. 
[bookmark: _Toc86050422]Current profit position
	Details
	Birmingham
	Stafford
	Coventry
	Total

	Sales
	1,400,000
	880,000
	800,000
	3,080,000

	Expenses
	
	
	
	

	Salaries
	124,000
	84,000
	76,000
	284,000

	Advertising
	120,000
	16,000
	30,000
	166,000

	Others
	22,000
	20,000
	16,000
	58,000

	Profit
	
	
	
	2,572,000



The head office marginal Cost
	Details
	Birmingham
	Stafford
	Coventry
	Total

	Sales
	1,400,000
	880,000
	800,000
	3,080,000

	less marginal cost
	1,050,000
	660,0000
	600
	2,310,000

	Contribution
	350,000
	220,000
	200
	770,000

	less payroll and bookkeeping cost
	
	
	308,000

	Profit
	
	
	
	462,000



From the analysis above Coventry branch produces a contribution of 200. If the contribution margin is dropped, the position of the Company would be as follows
	Details
	Birmingham
	Stafford
	Coventry
	Total amount £

	Sales
	1,400,000
	880,000
	800,000
	3,080,000

	less marginal cost
	1,050,000
	660,0000
	600
	2,310,000

	Contribution
	350,000
	220,000
	
	570,000

	less payroll and bookkeeping cost
	
	
	
	308,000

	Profit
	
	
	
	£322,000


 
Drop in the profit as a result of the proposed closure of the Coventry branch
	Profit before the proposed closure 

	£462,000

	Profit after the closure

	£322,000

	Drop in the profit
	£140,000



Saving in the cost of the outsourced operation
	Before the proposed closure 

	£308,000

	After the proposed closure

	£248,000

	Total cost saved 
	£60,000
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The current profit position of the head office before the implementation of the proposed closure of the Coventry branch shows a profit of £2,572,000. Since Coventry branch is contributing £678 to the head office of revenue. The analysis of each branch's variable cost, which is 75% of the total sales, shows that the Birmingham branch has the highest variable price of £1,050,000, the Stafford branch has the variable cost of £660,000, and Coventry branch has a variable cost of £600,000. Similarly, the fixed cost for each branch is obtained as £350,000 for Birmingham, £220,000 for Stafford and £200,000 for the Coventry branch.
For instance, to determine the contribution for each branch, the marginal costing technique is applied. The results of the marginal costing show that the Birmingham branch has a contribution of £350,000, the Stafford branch has a contribution of £220,000, and the Coventry branch has a contribution of £200,000. The total contribution for the head office is computed as £770,000.  Besides, when the cost of outsourcing payroll and bookkeeping services is deducted from the total contribution margin, the total profit of the head office becomes £462,000. 
Contextually, it is anticipated that the proposed closure of the Coventry branch will result in the loss of all the sales made by the branch. This implies that the total sales made by the Head office will be made by Birmingham branch and Safford branch. On the other hand, the payroll and bookkeeping service cost will only reduce by £60,000 from the current amount of £308,000 to £248,000. Likewise, the Head office profit calculation after the closure of the Coventry branch reveals that the Head office will only generate a profit of £322,000. The profit figure of £322,000 decreases from £462,000 that was earned before the closure of the Coventry branch. Therefore, these results indicate a decline in the profit of the Head office by £140,000. Notably, as shown above, the Company will only save £60,000 of the current payroll and bookkeeping service expenses. 
Besides, the Head office should not contemplate the closure of the Coventry branch. For instance, if the Coventry branch is closed, the revenue earned would drop by £140,000, and the operating cost would reduce by £60,000. Therefore, the report recommends that the Company should adopt various strategies as discussed below. 
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The Company should look for alternative ways of reducing the variable costs and, in return, increase the profitability rate. For instance, the management should reduce variable expenditures like advertising and employee compensation before focusing on fixed expenses like bills and rent. Notably, reducing the fixed costs can be more tiresome in finances and operations than cutting your variable costs. Besides, direct and marketing expenses may need to be reduced if a corporation wants to boost profit by lowering variable expenses. However, the cost savings should not be at the expense of the quality of the product, as this would hurt sales. A business's gross profit margin or contribution margin is increased by lowering variable costs. The contribution margin enables management to assess how much revenue and profit each unit of goods sold can generate (Jha, 2017).
Contextually, the report recommends that the management reduce the production costs. For instance, the management of Rapid Response Drainage Services Limited should monitor costs closely to evaluate if the available human resources, direct materials and overhead charges may surpass the anticipated limits for each stage of the manufacturing process (Mowen and Heitger, 2021). Similarly, the Company’s management accountant must regularly update all the production costs to view the actual expenditure and evaluate the data. For example, once the formulas have been entered into the spreadsheet, the document will perform all of the calculations regularly.
Notably, this report recommends that the management of Rapid Response Drainage Services Limited must agree with PLS limited to pay a fixed sum for utilities. For example, instead of spending a variable rate every month, the management can negotiate with PLS to limit a service provider to be paid a fixed sum each month for their utilities. Likewise, in the long run, the management may spend less money in the long term, thus eliminating uncertainty. Besides, the management should ensure that PLS limited provides additional discounts for their services. This will help to reduce the costs. 
The report recommends that Rapid Response Drainage Services Limited's management automate its marketing activities with low-cost tools. For instance, with a small investment in digital marketing, it is possible to improve sales. Since prospective clients will become connected with the Company’s trademark brand and get interested in the business due to an online presence. Furthermore, the selection of a correct media platform is cheaper. Likewise, this report recommends that Rapid Response Drainage Services Limited's management use a software tool that allows it to pay bills online. For instance, implementing an online bill-paying software package can reduce documentation and save up to 50 per cent of the total cost on contract management and bill clearance period. Notably, paying the Company's bills online is a fantastic advantage that the internet provides. As a result, Rapid Response Drainage Services Limited management should think about signing up for an online bill payment service and creating a cloud-based account that allows them to pay all the bills in one spot. This will save time since automated payments will help them to prevent late payments. Many banks have a bill-paying tool available on their websites (Ullah, Farooq and Hussain, 2020).
Finally, this report recommends that the management of Rapid Response Drainage Services Limited prepare budgets and adhere to them. Hansen, Mowen and Heitger (2021) note that the ability to set a budget is a necessary skill for managers and accountants. For example, learning about Rapid Response Drainage Services budgeting timetable, practices, and financial statements will enable the accountants to develop a budget that will allow the entire team to complete initiatives to increase profitability and performance. Besides, budgets will Keep track of each action item the team completes to compare the actual expenses to budgeted expenditures. This will enable the management of Rapid Response Drainage Services Limited to learn from their mistakes and make more informed financial decisions in the future.
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In a nutshell, this report has provided a critical analysis of the position of the three branches. For instance, the total revenue amounted to £2,572,000 before the suggestion of closing down the Coventry branch. Besides, the report adopted the marginal costing method to compute the contribution margin and the net income of the three branches. For example, the Birmingham branch had a contribution of £350,000, Stafford branch had a contribution of £220,000, and Coventry branch had a contribution of £200,000 and a total net income of £462,000. Notably, the report has recommended various ways of improving the profitability of the Coventry branch. For example, reducing the variable expenses such as advertisement costs and workers’ remuneration, preparing budgets, automating its marketing activities and negotiating for discounts.
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