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A differential analysis refers to a technique in which the evaluation is confined to only the factors that appear to be different from the available alternatives. In regar to using differential analysis to keep or drop a customer, the managers or the organizational heads track the variables and fixed cost by the customer.  The fixed costs that cannot be located directly to customers are allocated to the customer. The management should simply calculate or assess the customer profitability and consider the risks or the disadvantages of keeping the customer. After evaluating the two aspects, then the management should be able to decide whether to keep or drop the customer (Khan, Qianli, Zhang & Khan,2017).
Regarding product line, managers often use the differential analyses to determine whether to drop or keep a product line. The direct fixed Cost is eliminated in the event a product line is removed. After they are eliminated, they are considered as differential costs.  The allocated costs are not eliminated in the event a product line is disposed and is not differential costs. The managers happen to compare the sales revenue and expenses for each of the alternatives. In this case, the other options are kept or drop.  And then they select the choice that has the highest profit (Cleanthous, Sain, Black, Vera & Milton, 2017).
Regarding make or buy decision, managers often use the differential analyses method to determine whether to make or buy. The differential analyses, in this case, require the identification of all revenues and the costs that differ from one alternative to the other.  The alternative that has the highest profits is the one that managers go for. For instance, if the difference between the two options is cost, then the managers will go for the alternative that has the lowest costs. In this case, the alternatives are either to buy or make their products. The managers will figure out how much it would cost to make products for themselves or to buy them form a supplier. After the manager has weighed the two options, he/she will then chose which one is cost-efficient and go for it (Heizer, 2016).
Qualitative information may have a significant role in differential analyses. The qualitative information would enable the manager to figure out what a particular alternative entails. With qualitative information, a manager can know the long-term advantage or profitability that settling for a particular alternative would bring to the organization or the business at stake (Heizer, 2016).
Regarding sunk and opportunity; sunk costs can be described as costs that occurred in the past. They do not have any relevance when it comes to decision making for they cannot be changed. On the other hand, opportunity costs are the costs foregone by choosing one opportunity over the other. An Opportunity cost is a net return that could be noticed in the event a resource is put into its next best use (Heizer, 2016).
Managers must consider these things because they should know what to consider and what to ignore when making decisions. The sunk cost is to be ignored because they do not have any impact on decision making. Opportunity cost, on the other hand, has to be considered because it is the cost that is equal to the positive cash flow that could realize from selling or from the operation of the business (Heizer, 2016).
Managerial decisions that do not align with the quantitative recommendation of the analyses may be made because at times business environments change. In the event business environment changes, then what had been valid when making the recommendations may not function or make sense in the new business environment (Heizer, 2016). 
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