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Introduction
Management accounting provides relevant and timely information to management so they can make informed decisions that help the business succeed. Budgets, cost analyses, performance metrics, customer satisfaction, and employee engagement metrics can be included. Management accounting helps management identify business opportunities and threats, as well as develop strategies to achieve goals. Management accounting is essential for any company looking to make informed decisions, optimise operations, and boost profits (Tarver, 2022)
1.1
Marginal and absorption costing are two commonly used methods of costing in management accounting. While both methods have their own strengths and limitations, there are some key differences between them. In this answer, I will compare marginal and absorption costing, discuss their applicability and benefits, and provide references to support my arguments.
Difference between Marginal and Absorption Costing:
Marginal costing focuses only on the variable costs of production and does not allocate fixed costs to products. Under this method, fixed costs are treated as period costs and are charged to the profit and loss account in the period in which they are incurred. In contrast, absorption costing allocates both variable and fixed costs to products. This means that the cost of a product includes all costs associated with its production, including direct materials, direct labor, variable and fixed overhead costs.
The main difference between the two methods lies in how they treat fixed overhead costs. In marginal costing, these costs are treated as period costs and are deducted from revenue to arrive at the contribution margin. In absorption costing, fixed overhead costs are absorbed into the cost of each unit produced, and are only expensed when the product is sold.
Applicability and Benefits of Marginal and Absorption Costing:
The choice of costing method will depend on the needs of the organization and the nature of the products being produced. Marginal costing is most useful when the production volume is not constant, and when the proportion of fixed costs to total costs is high. This is because the marginal cost per unit remains constant, regardless of the production volume, making it easier to predict the impact of changes in volume on profitability. Additionally, marginal costing provides useful information for short-term decision-making, such as whether to accept a special order or to make or buy a component.
Absorption costing, on the other hand, is better suited to situations where production volume is stable, and where fixed costs are relatively low. This is because the cost per unit will vary depending on the level of production, making it difficult to predict the profitability of the product. Absorption costing provides a more accurate reflection of the true cost of a product, and is useful for long-term decision-making, such as product pricing and investment decisions.
Overall, both marginal and absorption costing have their own benefits and limitations, and the choice of method will depend on the needs of the organization and the nature of the products being produced(Drury). 



1.2 To prepare a marginal cost statement, we need to first calculate the variable cost per unit. We can do this by adding up the direct material cost, direct labour cost, and other variable expenses, and then dividing the total by the number of units produced (J, 2022)

MARGINAL COST STATEMENT (Wheelchairs) for December 2022 (40 units sold)
Variable cost per unit = (£4623 + £6231 + £2211)/ 40 = £326.62
Selling price per unit = £ 20100/ 40(units sold) = £502.50
Contribution per unit = £ 502.50 – 326.62 = £175.88
Total Sales Revenue = 40 (units sold) x £502.50 = £20100
Total Variable Cost = 40 (units sold) x £326.62 = £13065
Total Contribution = 40 x £175.88 = £7035.20
Total Fixed Cost = £6030
Profit for December = £7035.20 - £6030 = £1005.20

MARGINAL COST STATEMENT (Hoists) for December 2022 (93 units sold)
Variable cost per unit = (£6893.10 + £7824.60 + £4657.50) / 93 = £208.33
Selling price per unit = £18630 / 93(units sold) = £200.32
Contribution per unit = £ 200.32 – 208.33 = -£8.01
Total Sales Revenue = 93 (units sold) x £200.32 = £18630
Total Variable Cost = 93 (units sold) x £208.33 = £19374.69
Total Contribution = 93 x -£8.01 = -£744.93
Total Fixed Cost = £5961.60
Profit for December = -£744.93 - £5961.60 = £6706.80


MARGINAL COST STATEMENT (Mobile Beds) for December 2022 (77 units sold)
Variable cost per unit = (£9264.96 + £6755.70 + £3088.32) / 77 = £248.16
Selling price per unit = £19302 / 77(units sold) = £250.67
Contribution per unit = £ 250.67 – 248.16 = £2.51
Total Sales Revenue = 77 (units sold) x £250.67 = £19302
Total Variable Cost = 77 (units sold) x £248.16 = £19108.98
Total Contribution = 77 x £2.51 = £193.27
Total Fixed Cost = £7334.76
Profit for December = £193.27 - £7334.76 =- £7141.49

1.3 
Decision: based on the marginal costing statement in 1.2 it would not be recommended to continue selling hoists at this time as it is not profitable. 
Reason: negative contribution margin per unit indicates that the company is not covering all of its variable costs from the sales revenue of hoists, and is not making enough contribution to cover its fixed costs.

1.4 
Decision: based on the marginal costing statement in 1.2 it would be recommended to reduce production of mobile beds and look around for other options in order to increase the contribution margin. 
Reason: positive contribution margin per unit indicates that each unit of mobile bed sold is generating a contribution of £2.69. This means that the company is covering all of its variable costs from the sales revenue of mobile beds but not contributing enough towards the fixed costs of the business. MSG contribution margin for this product is not sufficient to cover all costs of the business.  
1.5 I disagree that discontinuing hoist and mobile bed production will boost long-term business profitability and growth. However I think Mobility Group should proceed forward  with other approach in order to increase contribution margin and profitability and proceed selling hoists and mobile beds . My recommendation to MG is to consider the following strategies: 
1. Negotiate with suppliers: Mobility Group could negotiate with their existing suppliers to obtain better pricing or explore alternative suppliers that offer better pricing without compromising on quality.
2. Optimize production processes: Mobility Group could review their production processes to identify areas where efficiency can be improved. For example, they could invest in automation or reconfigure their production lines to reduce waste and improve productivity.
3. Reduce operating costs: Mobility Group could look for ways to reduce their operating costs, such as by negotiating lower rent for their facilities or reducing their marketing expenses.
4. Increase prices: Mobility Group could raise the prices of their mobile beds, provided that they have a strong market position and demand for their products is strong enough to support the price increase.
5. Offer value-added services: Mobility Group could consider offering additional services that can be bundled with their mobile beds, such as training and installation support, which could increase the perceived value of their products and help them differentiate themselves from their competitors.
6. Expand their product range: Mobility Group could consider expanding their product range to include complementary products or accessories that can be sold alongside their mobile beds. This could help increase their revenue streams and improve their overall profitability.
7. Implement cost-cutting measures: Mobility Group could consider implementing cost-cutting measures such as reducing staff or eliminating non-essential expenses to improve their bottom line. However, this should be done with caution to ensure that they do not compromise on quality or customer service.
Overall, Mobility Group should evaluate both the financial and qualitative issues when making the decision to cease production of hoists and mobile beds, and consider the potential impacts on all stakeholders involved.
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2. Task B
 
2.1 DelhiCorner to break even.
 The contribution per plate is the selling price per plate minus the variable cost per plate, which is: £65 - £40 = £25. To cover the fixed costs of £11,500, DelhiCorner needs to sell: £11,500 / £25 In plates, the break-even point is 460 plates.
2.2 To make a profit of £24,000
The total contribution is £11,500 plus £24,000. Total contribution = £35,500. Because the contribution per plate is £25, DelhiCorner must sell: £35,500 / £25. The required number of plates is 1,420.
2.3 The revenue Delhi needs to generate in order to make a profit of £18,200 after spending an extra £5,000 on advertising is:
Total contribution is £11,500 + £18,200 + £5,000= £34700. Therefore Delhi needs to generate revenue of £34,700 to make profit of £18200.
2.4 The break-even analysis, also known as cost-volume-profit analysis, is a commonly used tool in management accounting that helps businesses to determine the sales volume required to cover their costs and break even. While this analysis has its advantages, there are also some limitations that should be taken into account.
Limitations of Break-Even Analysis:
1. Assumptions: Break-even analysis is based on several assumptions that may not hold true in reality. For example, it assumes that the cost structure is fixed, that all units produced are sold, and that there are no changes in the selling price or cost structure.
2. Complex Cost Structures: Break-even analysis assumes a simple cost structure, with fixed and variable costs clearly distinguished. In reality, cost structures can be complex, with costs that vary in response to different levels of activity, making it difficult to accurately determine break-even points.
3. Ignores non-financial factors: Break-even analysis only considers financial factors and ignores non-financial factors such as market demand, competition, and technological advancements, which may also impact profitability.
4. Assumes linear relationships: Break-even analysis assumes a linear relationship between costs and revenue, which may not hold true for all businesses, particularly those that have high fixed costs and low variable costs.
5. Short-term focus: Break-even analysis is useful for short-term decision-making, but may not be suitable for long-term planning and strategy formulation.
Practical Applicability in DelhiCorner:
DelhiCorner is a small restaurant chain in Birmingham that serves a variety of Indian and fusion cuisine. The break-even analysis can be applied to DelhiCorner to determine the minimum sales volume required to cover their costs and break even. However, there are some limitations to its applicability in this context. For example, the restaurant industry has a complex cost structure, with costs that vary depending on factors such as the type of cuisine, location, and size of the restaurant. Additionally, market demand and competition are important factors that need to be taken into account when setting prices and determining sales volume (Drury, C. 2018).
Despite these limitations, the break-even analysis can still be a useful tool for DelhiCorner in short-term decision-making, such as determining the minimum price at which a dish can be sold or the number of customers required to break even on a particular day. However, the restaurant should also consider non-financial factors such as customer preferences, competition, and market trends when making pricing and production decisions.
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