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[bookmark: _Toc61030490]Introduction
The technique which can be used for the purpose of determining the number of units which a business will have to sale for the purpose of recovering total cost is known as a break-even analysis. Management accounting analyses the performance of a business and based on that provide information to the management of the business so that effective decision can be taken. These two will be analysed in here.  



















[bookmark: _Toc61030491]Question 1
[bookmark: _Toc61030492](a) Break-even point
Break-even point (units) =  
                                  = 
                              = 
                                        = 70000 units 
Here, contribution margin = £6
Contribution margin ratio = 
                                            = 
                                           = 0.45
Break-even point (revenue) = 
                                             = 
                                             = £777778
[bookmark: _Toc50311147][bookmark: _Toc61030493](b) Measuring the Profit
Given that, the selling price per unit £11
Walk About Ltd. sells 75,000 units sandals. 
So, total revenue = Selling price per unit × Sells units
                            = £11 × 75,000
                            = £825000
Total variable costs = per unit variable costs × Sells units
                                = £6 × 75000
                                = £45000
Total cost = fixed cost + total variable costs
                 = £350000 + £450000
                  = £800000
Profit = total revenue – total costs 
          = £825000 - £800000
          = £25000
[bookmark: _Toc50311148][bookmark: _Toc61030494](c) New Profit after improving the products
Advertising campaign costs = £10000
Fixed costs = £350000 + £10000
                           = £360000
Sells unit = 80000 
Selling price per unit = £13
Total revenue = £13 x 80000
                       = £1040000
Total variable costs: new variable cost per unit × new sells unit
                                = £7 × 80000
                                = £560000
Total costs = variable costs + fixed costs
                   = £560000 + £360000
                   = £920000
Total profit = total revenues – total costs
                    = £1040000 - £920000
                     = £120000
[bookmark: _Toc61030495](d) Limitations of break-even analysis
Break-even analysis can be used for the purpose of understanding the relationship between revenue, fixed and variable cost (Nykamp et al., 2013). But the relationship which it helps to build up might not be perfect as it seems. There is some problem which must have to be addressed here. These includes: 
· Break-even analysis represents cost and revenue in the straight line. This might not happen at all the time. There are many examples which help to understand that cost and revenue often differs from one another and to understand the effectiveness of a product this needs to be considered. 
· This assumes that all the variable cost which a business can incur is directly related to production. But there are different types of cost which are not directly related to production and if these are considered than the cost of production will be increased.   
· One of the most important problems related to this is that it categorised cost as fixed or variable (Nykamp et al., 2013). Cost like semi-variable does not been considered here. This might affects the decision-making process because this will lead to wrong information.   
· For a business organisation which operates its business continuously, it will be unreal that the fixed cost will be remain fixed at all the time. This also means that a business will not grow. That means it is also a problem of break-even analysis. 
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[bookmark: _Toc61030497](a) Management accounting importance and its difference with financial accounting 
The main task of management accounting is to analyse the financial and non-financial performance related to a business. The importance of this includes: 
Increases efficiency: Efficiency has the ability to determine whether a business will achieve success or not. Management accounting helps the management in this regard by making sure that these parties will have all the information required to develop an effective decision. 
Proper planning: COVID-19 created a tough situation for all the business and to ensure sustainability in this situation proper planning is required. Management accounting will help to develop proper planning and ensure that the business has the ability to manage change effectively (Horngren, Datar and Rajan, 2017). 
Performance measurement: This is among the most important benefit of management accounting. Most of the other branches of accounting have the ability to analyse financial information only but management accounting can analyse both financial and operation information and for that, the decisions making has been effective using this.     
Effective management:  Management accounting produces information for internal use only. The effectiveness of the management of a business determines whether the business will achieve success or not. Management accounting helps to ensure the effectiveness of management. 
[bookmark: _Toc61030498]Difference 
The purpose of management accounting is to help a business in decision making but financial accounting tries to communicate the financial situation of the business. Conducing management accounting is voluntary as it is only for the internal use but financial accounting is mandatory (Garrison, Noreen and Brewer, 2018). The management and decision-makers of a business use management accounting information but financial accounting information is been used by both internal and external parties like shareholders, law enforcers etc.  Financial accountings works with past transaction whereas management accounting works with future and helps to improve the effectiveness of this process. 
[bookmark: _Toc61030499](b) Three techniques of management accounting
Management accountant of a business must have to ensure that the objectives of management accounting in the business have been achieved. The techniques which can be used for that include: 
Financial planning: The aim of a business is to earn profit by conducting business. To do that an effective financial plan is important. For example, a business must have to gather money to operate and there are different sources from which the business can raise money. A management accountant analyses all the sources from which the organisation can raise money and determine the most effective source for that (Mckeown, Kerry and Olynyk, 2017). The factors which are been considered here include the amount, the condition related to it, the interest rate. Based on these an effective financial plan is been prepared and that will help achieve the objectives of the management accountant. 
Financial statement analysis: A management accountant must have to analyse the financial performance of a business to help the management. In the financial statement of a business, the management accountant will find all the required information related to the business. To understand the profitability of a business it is essential that the management accountant analysis the profit and loss statement of the business and this can only be found in the financial statements. If the financial performance of the business is good than on the basis of that right action to grow the business can be suggested. 
Inventory valuation and product costing: A management accountant will have to create information before communicating it with the management of the business. By evaluating the inventory, a management accountant will be able to understand the cost of inventory-related a specific product. This is important because of the reason that not all product has the same amount of inventory cost (Chouhan, Soral and Chandra, 2017). Based on that an effective determination of the product can be made by business management. This will help a business is effective pricing which is related to a business ability to satisfy its customers. 




[bookmark: _Toc61030500]Conclusion
Without the proper use of management accounting, it will be difficult for a business to achieve success. This is important in term of helping a business to increase efficiency and productivity. In this time of the pandemic, it can be an effective tool to ensure sustainability. The techniques which the management accountant can use include financial statement analysis, financial planning and inventory valuations.  
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