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[bookmark: _Toc128655698]Introduction

This study gives a brief overview of cost kinds and groupings, distribution and apportionment, and accountancy before comparing the absorbing and contribution margin methodologies. The study will also take into account the question of whether or not the company's long-term profitability will increase if the products are discontinued, and other recommendations are implemented. The purpose of this study, which employs Marginal Costing and Financial Management methods, is to supply the reader with the data they need to make a well-informed choice regarding the future of Hoists and Mobile Beds manufacturing.

[bookmark: _Toc128655699]Task A 
[bookmark: _Toc128655700]1.1.  Differences and benefits between marginal costing and absorption costing techniques. 
The Marginal costs make it easier to evaluate some of the companies. It aids selling price setting, exporting, and buying choices. Break-even analysis and P/V ratio marginal costs work too. Marginal costs simplify company evaluations. It lets the variable costs be in charge by lowering the fixed costs. Getting a good, fixed overhead rate of recovery is much easier. In marginal costing, the value of inventory is mostly based on its marginal cost. As a result, this is not the right way to move unjustified and fixed expenses to the next accounting period. Since fixed costs won't be used in the short term, it's much better to focus on using variable costs (Tutorials point, 2023).
Absorption costing recognizes the importance of fixed production costs in product pricing and a well-rated pricing strategy. Absorption costing advocates say both fixed and variable production costs are used to make goods and services.
If production is done to anticipate sales, absorption costs will give the best profit estimate. Under variable costing, revenues were zero, but fixed costs were mostly reported as expenses in the same accounting period. Hence, enormous profits will be claimed during sales and deficits during off-seasons (Your article library, 2015). Analysis of the essay by Omesi (2022) reveals that absorption costing is not without its drawbacks. One benefit is that absorption may be used to determine a competitive selling price for a product that considers all costs directly related to making that product. In contrast to marginal costing, this strategy recognizes that all units generated are responsible for covering (or "absorbing") certain fixed expenses. It's more in accordance with external reporting rules and adheres to the straight - line method by including fixed overhead as a cost rather than income during the reporting period. The most significant drawback is that administration cannot use it for making decisions, maintaining control, or developing plans (Drury,2021).

[bookmark: _Toc128655701]1.2. Marginal Costing Statement for each product and total for the month of December 2022.
	
	
	Wheelchairs
	Hoists
	Mobile Beds
	Total

	[bookmark: RANGE!A3]Units sold
	
	40
	93
	77
	

	Revenue
	
	£20,100.00
	£18,630.00
	£19,302.00
	£58,032.00

	Less variable costs 
	
	
	
	

	
	Direct Material
	(£4,623.00)
	(£6,893.10}
	(£9,264.96)
	(£20,781.06)

	
	Direct Labour
	(£6,231.00)
	(£7,824.60)
	(£6,755.70)
	(£20,811.30)

	
	Other Variable Expenses
	(£2,211.00)
	(£4,657.50)
	(£3,088.32)
	(£9,956.820

	
	Contribution
	£7,035
	(£745.20)
	[bookmark: _Hlk128574989]£193.02
	£6,482.82

	
	Less Fixed Overheads
	(£6,030.00)
	(£5,961.60)
	(£7,334.76)
	(£19,326.36)

	Profit /(Loss)
	
	£1,005.00
	(£6,706.80)
	(£7,141.74)
	(£12,843.54)

	
	
	
	
	
	




[bookmark: _Toc128655702]1.3. Based on the contribution calculated in part (1.2) above, advise if MSG should stop the production of Hoists. 
In the process of the analysis of the marginal cost statement it can be properly seen that the company is making a loss in producing the hoist because the loss amount is minus, the company is making a major loss in selling the hoist, so the company needed to stop this production.
	
	
	Wheelchairs
	Mobile Beds
	Total

	Units sold
	
	40
	77
	

	Revenue
	
	£20,100.00
	£19,302.00
	£39,402

	Less variable costs 
	
	
	

	
	Direct Material
	(£4,623.00)
	(£9,264.96)
	(£13,887.96)

	
	Direct Labour
	(£6,231.00)
	(£6,755.70)
	(£12,986.70)

	
	Other Variable Expenses
	(£2,211.00)
	(£3,088.32)
	(£5,299.32)

	
	Contribution
	£7,035
	£193.02
	£7,228

	
	Less Fixed Overheads
	
	
	(£19,326.36)

	Profit /(Loss)
	
	
	
	(£12,098)



[bookmark: _Toc128655703]1.4. Based on the contribution you calculated in part (1.2) above, advise if MSG should stop the production of Mobile Beds.
In estimating the profit and loss calculating the contribution, can be observed that the result is in positive, and the company should continue the production of the Mobile Beds.

	
	
	Wheelchairs
	Hoists
	Total

	Units sold
	
	40
	93
	

	Revenue
	
	£20,100.00
	£18,630.00
	£38,730.00

	Less variable costs 
	
	
	

	
	Direct Material
	(£4,623.00)
	(£6,893.10)
	(£11,516.10)

	
	Direct Labour
	(£6,231.00)
	(£7,824.60)
	(£14,055.60)

	
	Other Variable Expenses
	(£2,211.00)
	(£4,657.50)
	(£6,868.50)

	
	Contribution
	£7,035
	(£745.20)
	(£6,289.80)

	
	Less Fixed Overheads
	
	
	(£19,326.36)

	
	Profit
	
	
	(£13,036.56)




[bookmark: _Toc128655704]1.5. Suggestions for Mobility Group’s Executive Committee

This can be seen by implementing better-rated resources and management policies to lower and eliminate waste, employing proper supply chain management techniques for lowering costs and the environmental effect along the overall value chain, and innovative and encouraging culture to reimagine its current processes.
Many business owners have the natural inclination to lower prices to remain competitive, but doing so would have a drastic negative impact on the company's profitability. If The company were to lower the company pricing,  the company would need to sell more products and draw in more customers to maintain the same level of earnings as previously. Often, this is only effective in very certain businesses where prices for goods are very competitive. Boost the number of customers The Company has.
Getting some new clients can be very difficult. It is a terrific method for boosting The Company’s sales and increasing The Company’s profitability. In the process of increasing the consumer base of the company, The Company not only is going to improve its revenue but is also going to expand. The company network is in the process of bringing on a better-rated contact who is going to provide the organization return for much of the company goods or services. Targeted marketing is much needed to reach out to their new consumer sectors and market segments. There are many ways for promoting, including distributing fliers on the street, operating TV advertisements, and using internet marketing. Selecting a strategy which has been working for the industry and the target market of the company. Increasing product/service creation in an efficient way Just by lowering the cost of sales, the company can also boost the organization in earnings without increasing sales.
[bookmark: _Toc128655705]Conclusion 

The profit will be immediately impacted by putting procedures in place to make the company's goods and services more efficient. The goal is to lower the company's overhead expenditures, including time and material waste. Where the companies can only make phone-based appointments. They will need to pick up the phone, schedule a convenient time with the client, and note it in their calendar. In a typical work week, they would have spent countless hours on the phone rather than helping clients. They could accommodate more people each day by adding an online booking system to their website, which would allow them to save significant time. This study recommends that the firm discontinue making hoists because their contribution to the marginal cost declaration is negative, and instead shift their attention to making their best valuable ones, which including wheelchairs.

[bookmark: _Toc128655706]Task B

	In the books of Delhi corner

	Breakeven analysis

	Particulars 
	Amount

	Fixed overhead
	11500

	variable cost
	40

	Selling cost
	65

	Breakeven analysis: (Fixed cost/ (selling price per unit- Variable cost per unit)
	460


 
2.1 The company can sell 460 units in the process of breakeven. 
BEP nr of plates= 11,500: (65-40) = 460
2.2 Number of plates = (TFC+ Total Target Profit)/Contribution per unit
 = (11500+24000): 25= 1420
Number of plates = 1420
2.3 The annual advertising cost in the organization is Delhicorner 5000.
Total fixed cost = 11500+5000=16500
Number of plates= (TFC+ Total Target Profit)/Contribution per unit
(16500+18200)/25 =1388
Revenue= 1388* 65= 90220
2.4
Limitations of breakeven
Businesses may make irrational calculations based on the assumption that they would sell all their stock at the exact rate of price, which is what break-even means (BBC, 2023).
Variable costs can be time-consuming to generate and may vary often, which might make the analysis errors. Limitation of Cost volume profit (CVP)  represents the process for overall costs and total revenues are both linear processes. It is only needed to balance the limited, short-term activity levels. The Expenses of the organizations can be broken down into a still component and a variable element. some of the expenses, like the phone bills, which is going to may include both a fixed monthly rental fee Over a proper range, this process mainly refers to levels of activity where the companies have their expertise and can, therefore, make some level of their needed analysis, some of the fixed expenses are staying much constant. As a result, the moment at which operations become profitable is dependent on the accuracy of the constant mix assumption. All other variables are held constant; thus revenue and costs are solely determined by volume. In practice, the foregoing hypothesis may not prove true since rising sales volumes typically entail decreasing prices. This is important for Delhi Corner to remember when setting prices, determining profits, and making other business decisions. This will either have some experience in the process of operating at a certain level of activity or have done in the process of extensive research on them, allowing it to, for instance, make precise projections of fixed expenses in that range (ACCA, 2023).





[bookmark: _Toc128655707]References 

ACCA (2023). volume-profit analysis, ACCA. Available at: https://www.accaglobal.com/gb/en/student/exam-support-resources/fundamentals-exams-study-resources/f5/technical-articles/CVP-analysis.html (Accessed: March 1, 2023). 
BBC (2023). Break-even - financial terms and calculations - AQA - GCSE business revision - AQA - BBC Bitesize (2023) BBC News. BBC. Available at: https://www.bbc.co.uk/bitesize/guides/z7kpt39/revision/4.  (Accessed: March 1, 2023). 
      Drury, C. and Tayles, M. (2020) Management and Cost Accounting 11th edn. Cengage.
Omesi, I., (2022). Techniques of Costing. BW Academic Journal, pp.15-15.
Tutorials point (2023). Cost accounting - marginal costing Tutorials Point. Available at: https://www.tutorialspoint.com/accounting_basics/cost_accounting_marginal_costing.htm. (Accessed: February 27, 2023). 
Your article library (2015). Advantages and limitations of absorption costing. Your Article Library. Available at: https://www.yourarticlelibrary.com/accounting/costing/advantages-and-limitations-of-absorption-costing/52643.  (Accessed: February 27, 2023). 
2

image1.png
Prifysgol Cymru
¥ Drindod Dew Sant

J University of Wales
Trinity Saint David




