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[bookmark: _Toc128593948]Task B
[bookmark: _Toc128593949]Introduction
The case requires the calculation of the break-even point for the restaurant, the number of plates that need to be sold to make a profit of £24,000, and the revenue needed to make a profit of £18,200 after incurring an additional advertising cost of £5,000.
[bookmark: _Toc128593950]2.1 Breakeven point
To calculate the breakeven point, DelhiCorner need to determine the contribution per unit first (Bhattacharya, 2022). In this case, the contribution per plate is:
	Contribution per plate = Selling price per plate - Variable cost per plate

	= £65 - £40

	= £25


Next, calculation the breakeven point in plates as follows:
	Breakeven point (in plates) = Fixed costs / Contribution per plate

	= £11,500 / £25

	= 460 plates


Therefore, DelhiCorner needs to sell 460 plates to break even.
[bookmark: _Toc128593951]2.2 Plates sold by DelhiCorner to make a profit of £24,000.
To calculate the number of plates DelhiCorner needs to sell to make a profit of £24,000, they can use the following formula:
	Profit = (Contribution per unit x Number of units sold) 
	 Fixed costs

	£24,000 = (£25 x Number of plates) 
	 £11,500


Solving for the number of plates:
	Number of plates = (£24,000 + £11,500) / £25

	= 1420 plates


Therefore, DelhiCorner needs to sell 1420 plates to make a profit of £24,000.
[bookmark: _Toc128593952]2.3 The revenue DelhiCorner to make a profit of £18,200
Given the additional annual advertising cost of £5,000, the total fixed costs for DelhiCorner will increase to £16,500. To calculate the revenue required to make a profit of £18,200, they can use the following formula:
	Profit = (Contribution per unit x Number of units sold) 
	 Fixed costs

	£18,200 = (£25 x Number of plates) 
	 £16,500


Solving for the number of plates:
	Number of plates = (£18,200 + £16,500) / £25

	= 1388 plates


Therefore, DelhiCorner needs to sell 1388 plates to make a profit of £18,200 with the additional advertising cost.
[bookmark: _Toc128593953]2.4 The limitations of the break-even/ cost-volume-profit analysis and its practical applicability in delhicorner.
Breakeven analysis and cost-volume-profit analysis help analyse expenses, volume, and profits. These methods are limited and impractical for DelhiCorner:
Break-Even/ Cost-Volume-Profit (CVP) Analysis is a widely used management accounting tool for determining the relationship between costs, volume and profits of a business. The technique calculates the break-even point, where the revenue equals the total cost, and helps the business to make informed decisions regarding pricing, production, and sales strategies. However, the CVP analysis has some limitations that need to be considered while applying it to real-life situations such as DelhiCorner.
One of the main limitations of the CVP analysis is its assumption of linearity between costs and revenues. This means that the analysis assumes that the cost and revenue functions remain constant at all levels of production and sales. However, this may not always be true in reality, as costs may increase due to economies of scale or diseconomies of scale, and revenues may not increase linearly with sales volume due to market saturation or competition. In the case of DelhiCorner, it is possible that the variable costs per meal may increase due to fluctuations in ingredient prices, or the demand for Indian cuisine may decline, causing a decrease in revenue.
Another limitation of the CVP analysis is its assumption of fixed costs remaining constant. However, fixed costs can vary due to factors such as inflation, changes in the rental agreement, or fluctuations in the salary of senior staff. This can cause a significant impact on the breakeven point and profitability of the business. For example, if the rent of DelhiCorner increases, the breakeven point will increase, and the profitability will decrease, making it difficult for the business to maintain its operations.
Additionally, the CVP analysis assumes that the selling price, variable cost, and fixed costs remain constant throughout the relevant period (Goel, 2019). This is not always true in reality, as market conditions and the business environment can change, leading to fluctuations in prices and costs. For example, if the competition for Indian cuisine increases in the central Birmingham area, DelhiCorner may need to reduce its selling price to remain competitive, leading to a decrease in profitability.
Moreover, the CVP analysis assumes that the sales mix remains constant, and all products are sold in the same proportion. However, in the case of DelhiCorner, it is possible that some meals may be more popular than others, leading to a change in the sales mix. This can affect the contribution margin, breakeven point, and profitability of the business.
In conclusion, while the CVP analysis is a useful tool for determining the breakeven point and profitability of a business, it has some limitations that need to be considered while applying it to real-life situations such as DelhiCorner. The assumptions of linearity, fixed costs, constant prices, and sales mix may not hold true in reality, and changes in these factors can significantly impact the profitability of the business. Therefore, businesses should use the CVP analysis as a guide and consider other factors such as market conditions, competition, and changes in costs while making informed decisions regarding pricing, production, and sales strategies.
[bookmark: _Toc128593954]Conclusion
DelhiCorner requires 460 complete meals to make even. DelhiCorner requires 1,940 full meals to earn £24,000. To earn £18,200, DelhiCorner requires £142,800 in sales and £5,000 in advertising.
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