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[bookmark: _Toc110680211]Introduction
Budgeting is the process of estimating the income and expenditure of the organisation for a specified period. It is one of the most important aspects of management accounting as it helps the organisation in ensuring that it can properly make use of the resources it has. The main role o management accounting is to help the management of the organisation make proper and fruitful decisions. A budget helps the management to analyse the company’s expenses and income. In addition to this, the organisation will be able to properly make use of the funds in an optimised manner. One very important aspect to note here is that management accounting will eventually help the organisation in meeting its financial objectives properly. This assignment will particularly focus on the decision-making aspects of Amana Ltd and show the monthly budget control report. In addition to this, the organisation must be able to properly make use of the budgetary control methods for controlling the resources of the organisation.


[bookmark: _Toc110680212]Part A
(i) Prepare the monthly control report showing original budget, flexed budget, and variances
Control Report
A control report is a very important management tool for the organisation. It helps the company to spot the deviations in the actual spending from the estimated budget that has been made by the management of the organisation (Bhimani et al., 2018). The control report of the organisation will help it to ensure that it has been able to properly make use of the funds.  It is very important to note that the role of a flexible budget is pivotal for the success of the business organisation. The flexible budget will help the organisation in ensuring that it can properly make changes in the actual budget. There are certain particular advantages of the flexible budget that has been discussed below:
· It allows the business organisation to make changes in the budget as required.
· It ensures that the organisation can take over new projects with ease.
· The flexible budget will help the organisation to record the expenses which were not expected at first. It is important to note that this feature of a flexible budget helps the organisation in being efficiently optimised its operations.
· The flexible budget helps the organisation also helps the organisation in recording the real expenses which the organisation incurs.
One of the most important components of the control report is the variance. The variance is the deviation between the estimated budget amount and the actual amount. It helps in analysing how well the organisation has been able to properly able to follow the budget that has been made. The variance analysis will help the organisation in understanding what form of control tools will be required to make the necessary changes in the organisation to control the expenses and the income (O’Hara and Low, 2020). However, it is important to note that the organisation shall in no way compromise the quality of production to bring in various departments of the organisation. The control report shall help the organisation in understanding where does it requires to make the changes. Amana Ltd will require to consider the major organisation objectives while analysing the following control report that is being prepared. There are various external factors as well that can impact the business entity and directly impact the budgetary processes.
Control Report

	Particulars
	Actual
	Variance
	Flexible
	Favourable (F)/Unfavourable (U)

	Units
	80,000
	
	80,000
	

	Sales
	16,00000
	4,00,000
	2,00,0000
	U

	Cost Deductions:
	
	
	
	

	Material 
	2,80,000
	80,000
	2,00,000
	U

	Labour
	4,40,000
	1,20,000
	3,20,000
	U

	Overhead
	1,20,000
	0
	1,20,000
	F

	Contribution
	7,60,000
	6,00,000
	1,36,0000
	U

	Fixed Cost:
	
	
	
	

	Warehouse
	1,70,000
	30,000
	2,00,000
	F

	Insurance 
	1,00,000
	0
	1,00,000
	F

	Supervisor Salary
	35,000
	15,000
	50,000
	F

	Net Operating Income 
	4,55,000
	5,55,000
	1010000
	



(ii) Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020
The control report has been made keeping in mind the variables faced by Amana Ltd. The results of the control report have been divided into two parts – favourable and unfavourable. It allows the organisation to ensure that it becomes easier to understand what changes does it need to make to bring in budgetary efficiency. One of the most important aspects that are required to be improved here is the selling price (Pebrianti and Aziza, 2019). The control reports show that the selling price of the organisation is unfavourable. There is a variance of almost £ 400,000 in the selling price which makes it extremely unfavourable for the organisation. In addition to this, it needs to be considered here that the sales figure of the organisation might have suffered due to the coronavirus pandemic. 
From the above-made control report, it can be seen that there is a certain cost of production as well which are unfavourable. The material, labour and contribution costs of the organisation are unfavourable. The labour figures out of all have the worst deviations which is a concerning factor for the business organisation (Seal et al., 2018). However, it can be seen that the overhead costs are rather favourable for the business organisation. In addition to this, it can be stated that the corporate entity will be able to make use of this as a positive factor for the business organisation. In addition to this, it can be stated that the organisation will need to bring out the reasons behind the deviations that have been found due to the actual spending is done.
Amana Ltd will also need to assess its budget-making processes to understand if there are any issues with its budget-making principles and processes. It is important to note that faulty budgetary policies and principles of the organisation can negatively impact budget making. It is very important to consider that the organisation will require to ensure that it can understand the underlying issues with its budget-making process (Sheng, 2019). For efficient budget making, the organisation must be able to consider the variable functionaries such as external and internal factors properly. This will allow the company to build a budget around the realistic market condition. This in turn will ensure that the deviations in the variance analysis are being properly controlled. Thus, it can be safely said that for controlling the deviations Amana Ltd will also have to look into its budget-making process.
From the control report that has been made by the organisation, it can be seen that the fixed overheads have been very efficiently managed by the business organisation. In many ways, it can be said that the organisation will need to properly make use of the variance report to analyse the positive factors of the business as well. It can be very clearly seen from the control report that the fixed overheads have been extremely consistent for the business organisation. The fixed overheads are the costs that have to be incurred by the business corporation even if no operational or production activities are going on. The control report suggests that the organisation has very good control over its fixed costs however it fails to record favourable figures when it comes to the variable costs incurred. It is therefore important for the company to properly analyse the market to understand the spending on variable costs. Proper analysis of the market will eventually help the business corporation to properly make use of the buyer and minimise any forms of issue that can be faced by the organisation.
(iii) Provide recommendations to Amana’s CEO on areas of improvement
Amana Ltd will have to consider various factors of improvement for the business organisation. It is important to consider the fact that an efficient budget shall reflect upon the monetary use of the organisation. Too much variation in the actual amount of spending with the estimated amount shows a form of inefficiency in the system. The following recommendation has been made to the CEO of Amana Ltd after properly analysing the control report of the organisation:
· Firstly, the company will be required to properly make use of the budget and conduct market analysis to reduce the number of deviations.
· The organisation will need to improve its sales figure as there is a major deviation in the same. It can be done in two different ways. The first one is increasing the number of sales made by the company and the second one is controlling the expenses incurred by the organisation efficiently.
· In addition to this the company will also require to analyse the variable costs and control them. It can be seen from the control report that at least 75% of the variable costs have immense deviations. It can therefore be said that controlling the variable cost will help the organisation in increasing its profit margin. In addition to this, it can also be said that conducting proper cost analysis will also help the organisation in properly understand the major organisational aspects and control the variable cost to efficient levels. Another important consideration that is required to be done here is that the market analysis will help the organisation in recording the right costs that will eventually decrease the all-total deviations shown in the control report.
· Finally, it can also be said that the organisation is required to maintain positive fixed costs. It has been extremely consistent and can be an efficiency-boosting aspect for the business organisation.
[bookmark: _Toc110680213]
Part B
In your report, provide an analysis of Mr Amana’s decision to go online and advise if they should set up their own online shop or sell on Amazon. You should take into consideration all the relevant costs
The sales that an organisation makes are one of the most important facts that is required to be considered here. In many cases, the organisation might have various types of choices in front of it to ensure that the organisation can properly choose the best option. This can be efficiently done with the help of major organisational purposes. One very important aspect to consider here is that the organisation will need to properly make use of the appraisal techniques to understand which choice is good for the organisation (Baum et al., 2021). The advent of internet activities has boosted the sales of the business organisation very efficiently.  It is therefore very important for Mr Amana to consider the importance of social media marketing and how it can boost the sales of the organisation. One of the main advantages of using the online market is that it allows the organisation to ensure that they are being able to properly make use of the vast market that lies on the internet.
Mr Amana has recently decided to close down some of the physical stores. It can be said that this decision is a positive one. The organisation has also decided to invest in the online market after closing down some of the physical stores.  This will ensure that the organisation can gain a global presence and increase its total sales (Baum et al., 2021). However, Mr Amana has a dilemma between two options that he has in regards to the online presence of the business. The first option that the organisation can consider is setting up a dedicated indigenous online marketplace. This will require the organisation to spend a high set-up cost of around £ 200,000. In addition to this, it will also require the organisation to incur a recurring cost of £ 35,000. This setup promises a minimum sale of 100,000 units. There are various advantages to setting up the indigenous form of the online market. This will allow the organisation to ensure that it has proper quality control measures for the products being sold in the online market. 
There are various extended qualitative advantages of setting up the organisation’s online market. It allows the organisation to control branding and production completely. The second option lies with Mr Amana is selling through Amazon Marketplace which will cost the organisation a recurring £ 50,000. This option promises the organisation a total sale of 65,000 units. It can be seen that the organisation will have to spend a lot more for setting up its online marketplace at first. One very important aspect that is required to be considered here is that the organisation will need immense experience and expertise in running its marketplace. Thus, it is important to consider the fact that the organisation will require to consider various aspects while making a proper decision (Warren and Seal, 2018). It is therefore important to consider the fact that the organisation will need to consider the financial aspects before making any form of decision.
An important consideration in this aspect is that it is pivotal that Amana Ltd will be required to build its brand to attract consumers through its marketplace. Therefore, it is recommended that the organisation is properly building its brand to attract more consumers in the online marketplace. Thus, it is important that at first, the organisation starts selling its product in the Amazon marketplace as there is no set-up cost. After building a brand value in the online market place the organisation can then sift to building its online market. In addition to this, the organisation will also need to consider the monetary aspects.
The organisation will be able to build its reputation in the online market with various tools such as affiliate marketing and social media marketing that will help the organisation in building its online presence. Affiliate marketing is how the company will be able to properly increase its brand reputation with the help of certain famous personalities on social media. 
	Final Suggestion
Finally, it can be said that the organisation will need to ensure that it is choosing a cost-efficient mode of online sales. From the above analysis, it has been suggested that the organisation for the first few months sell through the Amazon marketplace. This will allow the corporation to ensure that it is growing a brand value properly. After this, the organisation shall shift to its marketplace completely. While the setting cost is high however the recurring costs are lower here. In addition to this, the indigenous marketplace promises higher sales that the Amazon marketplace. Thus, it is important to consider the fact that finally, the organisation shall settle with its marketplace as it is a better option. It will reduce the costs in the long run and also provide the organisation with better sales. 
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At the end of the analysis, it can be concluded that the budget-making procedure is an extremely important task. It helps the business organisation in optimising its financial resources. An efficient budget will allow the organisation to fruitfully allocate resources. It has been found that the use of a flexible style of the budget will allow the business corporation to make important changes in the organisation. It allows the business corporation to ensure that the company can properly make use of the budget and make changes to it as required by the corporation. The importance of variance analysis has also been concluded in the above discussions. It has also been concluded that a business organisation needs to analyse the market externalities to ensure that it can properly make the budget. 
Decision-making is a very important activity for the organisation and appraisal methods can help in making better and more logical decisions. It has been concluded here that the company will be opting for the indigenous online marketplace after spending some time in the Amazon marketplace. This will allow the organisation to increase its overall brand value and then increase the traffic to the indigenous site. In addition to this, it can also be said that this choice will eventually decrease the recurring cost and the organisation can enjoy a higher amount of sales figure. Finally, it can be said that budgeting will help the organisation in controlling the funds of the organisation and make better decisions. 
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