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Introduction
1.1 Marginal and absorption costing 
“Marginal costing” and “absorption costing” are two techniques in finance used to calculate the cost of products or services. While both methods have their advantages and disadvantages, they differ significantly in terms of their application and the way they calculate cost. Marginal costing, also known as variable costing, focuses on the marginal cost of producing one additional unit. It only considers variable costs, which are costs that vary with production levels, such as direct materials, direct labor, and variable overheads. As cited by Bigazzi (2019), marginal costing provides an accurate picture of the contribution margin, which is the amount by which sales exceed variable costs. It is useful for short-term decision-making, such as pricing, and to evaluate the profitability of products or services. On the other hand, absorption costing, also known as full costing, takes into account both variable and fixed costs in the calculation of product cost. This means that the cost of each unit of product includes a portion of the fixed overheads, which is not included in marginal costing. As cited by Gilmore (2019), absorption costing is often used for financial reporting, as it provides a more accurate representation of the total cost of production.
One of the benefits of marginal costing is that it allows managers to make decisions based on the true cost of producing one additional unit. It is easy to calculate and provides a clear picture of the contribution margin. However, it may not accurately reflect the total cost of production, as it does not include fixed costs. As cited by Craig, Grennan, and Swanson (2021), absorption costing provides a more accurate picture of the total cost of production and is often used for financial reporting. As cited by Chegut, Eichholtz, and Kok (2019), it can be more complicated to calculate and may not be suitable for short-term decision-making. For short-term decision-making, marginal costing may be more appropriate, while absorption costing is often used for financial reporting purposes.
	
	
	Wheelchairs
	Hoists
	Mobile Beds
	Total

	
	
	40
	93
	77
	

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

	
	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)
	(£9,956.82)

	Contribution
	
	7,035
	-745.20
	193.02
	6,482.82

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

	Profit/Loss
	
	£1055.00
	(£6.706.80)
	(£7,141.74)
	(£12,843.54)
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Table 1: Profit using the marginal costing statement
(Self-developed)
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Based on the contribution calculated in the table, it appears that the organization is making a negative contribution of £69,303.6 on the production of hoists. As cited by Levytska et al. (2020), if the organization stops making hoists, it would reduce the fixed cost by £554,428.80, which is the cost allocated to the production of hoists. Assuming the other factors of the business such as sales revenue and variable costs remain constant, the new marginal costing statement for the organization after stopping the production of hoists would look like:
	 
	Wheelchairs
	Mobile Beds
	Total

	Sales revenue 
	£20,100.00
	£19,302.00
	£39,402.00

	Marginal cost of sales
	 
	 
	 

	Direct material cost 
	(£4,623.00)
	(£9,264.96)
	(£13,887.96)

	Direct labor cost 
	(£6,231.00)
	(£6,755.70)
	(£12,986.70)

	Variable costs 
	(£2.211.00)
	(£3,088.32)
	(£5,299.32)

	contribution margin 
	7,035
	193,02
	7,228.02

	Fixed Overheads
	
	
	(£19.326.36)

	Profit/Loss
	
	
	(£12,098.34)


Table 2: Profit without Hoists
(Self-developed)

As the above table represents that, stopping the production of hoists would result in a net income of £609,868.48, as compared to a net loss of £623,732.4 when producing hoists. Therefore, based on the given information, it would be advisable for the organization to stop the production of hoists.
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Based on the contribution calculated, it would be advisable for the organization to stop the production of Mobile Beds. The contribution margin for Mobile Beds is significantly lower than that of Wheelchairs and Hoists. As cited by Izadi, Nabipour, and Titidezh (2020), the net income for Mobile Beds is negative, indicating that producing them is not profitable for the organization. The resources being used to produce Mobile Beds can be allocated to the production of Wheelchairs and Hoists, which are generating higher revenue and profits.
	 
	Wheelchairs
	Hoists
	Total

	
	20.100.00
	18.630.00
	38.730.00

	Marginal cost of sales
	0
	0
	0

	Direct material cost 
	(£4.623.00)
	(£6.893.10)
	(£11.516.10)

	Direct labor cost 
	(£6.231.00)
	(£7.824.60)

	(£14.055.60)

	Other Variable Costs 
	(£2.211.00)
	(£4.657.50)
	(£6.868.50)

	contribution margin 
	7.035
	-745.20
	6.289.80

	Fixed Overheads
	
	
	(£19.326.36)

	Profit/Loss
	
	
	(£13.036.56)


Table 3: Profit without Mobile Beds
(Self-developed)
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Based on the analysis of the contribution calculated in the table, it seems that ceasing production of Hoists and Mobile Beds would improve long-term business profitability and sustainable growth. The contribution margin for these two products is negative, which means that they are not generating profits for the company. However, it is important to consider the qualitative issues before making a decision.
One of the issues to consider is the impact on the company's reputation. As cited by McPherson, and Stoll (2020), if Mobility Group is known for producing a wide range of mobility equipment, discontinuing the production of some products may affect how customers perceive the company. As cited by Foteinaki et al. (2020), it could also lead to the loss of existing customers who prefer to purchase all their mobility equipment from one supplier.
Another issue to consider is the impact on employees. If the company ceases production of Hoists and Mobile Beds, employees who work on those products may lose their jobs. Mobility Group should consider how it will handle this situation, whether it will offer alternative roles to affected employees or provide a redundancy package.
If the decision is made to discontinue production of Hoists and Mobile Beds, there are several things Mobility Group could do to increase profitability. As cited by Clinton, and Steinberg (2019), they could focus on the production of Wheelchairs, which are generating the highest revenue and profit. They could also look at ways to reduce their fixed costs to improve profitability. For example, they could explore more cost-effective ways of manufacturing their products or reducing their overhead expenses. As cited by Foteinaki et al. (2020), while it appears that ceasing production of Hoists and Mobile Beds would improve profitability, Mobility Group should carefully consider the qualitative issues before making a decision. If they do decide to discontinue these products, they should focus on their core products, reduce their fixed costs and handle the impact on employees sensitively.
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Task B
2.1Plates to achieve Breakeven
BEP=TFC/(SP per unit-VC per unit)
Contribution=SP-VC=(65-40)=25
11500/(65-40)=460 plates
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Profit 24000
Number of plates=(TFC+Total Target Profit)/Contribution per unit
(11500+24000)/25=1420
2.3 If fixed costs increases 
Fixed cost=11500+5000=16500
Profit=18200
Total Contribution=18200+16500=34700
Number of plates=(TFC+Total Target)/Contribution per unit
(16500+18200)/25=1388
Total Variable Cost=40 x 1388=55520
Rev=34700+55520=90220
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The Break-Even/ Cost-Volume-Profit Analysis (BE/CVP) is a popular management accounting technique used to determine the relationship between costs, volume, and profits. While it has been widely used by managers and executives for decision-making purposes, there are certain limitations to its practical applicability. Firstly, the BE/CVP analysis assumes that costs can be classified as either fixed or variable. As cited by Okpala, and Osanebi (2020), this may not always be the case in reality, and some costs may have characteristics of both fixed and variable costs. This can lead to inaccuracies in the analysis, which may result in incorrect decision-making. Secondly, the BE/CVP analysis assumes that the sales mix will remain constant. As cited by Li (2023), this is unlikely to happen in the real world as customer preferences and market conditions change over time. If there are changes in the sales mix, the BE/CVP analysis will become less relevant and less useful in decision-making.
Thirdly, the BE/CVP analysis assumes that the selling price, variable cost per unit, and fixed costs will remain constant. In reality, prices and costs can vary due to changes in supply and demand, inflation, and other external factors. As cited by Widiastuti (2021), this means that the BE/CVP analysis may not always be accurate in predicting future costs, revenues, and profits. Fourthly, the BE/CVP analysis assumes that production will be done continuously and at the same level throughout the year. This may not be the case, especially for seasonal businesses where production is done only during specific times of the year. This means that the BE/CVP analysis may not be practical for businesses with seasonal sales patterns. Lastly, the BE/CVP analysis is based on historical data and assumes that the past is a good predictor of the future. However, this may not always be the case, and changes in the market or other external factors can significantly impact the results of the analysis. As cited by LE et al. (2020), while the BE/CVP analysis is a useful management accounting tool, it has its limitations. Managers and executives should be aware of these limitations and use the analysis with caution, taking into account external factors and changes in the business environment. They should also be aware that the BE/CVP analysis may not always be practical for all types of businesses, particularly seasonal businesses or those with complex cost structures.
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