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[bookmark: _Hlk99559697]Management accounting is considered to be one of the most important aspects of business organisations. It allows the companies to ensure that there are different types of ways in which they will be able to control their cost-efficiency. In addition, this assignment will shed light on how business organisations will be able to control costs of the organisation efficiently. It is important to note that business organisations are required to ensure that they can control unnecessary expenses efficiently. A flexible budget will help the organisation to explore different avenues of costing and in addition to that it will also help the organization to mitigate the risk properly. This assignment has been divided into two parts. The second part will deal with the importance of decision making and how business organisations can succeed with the help of online sales. 


Part A
(i) Prepare the monthly control report showing original budget, flexed budget, and variances.
Control Report 
A control report is a budgetary document that shows how the funds of the organisation are are acting with respect to the revenues it is earning. It has to be noted that a business organisation will be required to make sure that there are different ways in which it will be able to control the excess amount of costs incurred. One important aspect to note here is that the flexible budget brings in a plethora of benefits for the organisation when used in place of the traditional budget. Some of the major advantages of a flexible budget are as follows (Seal et al., 2018):
· It allows the organisation to explore new opportunities.
· There are different ways that the organisation uses to mitigate the overall risk of the operational activities.
· It directly reflects the state of finance of the business organisation.
· Most importantly the flexile budget accounts for the expenses which are not expected at first.
The variance in a budget report will show how many deviations have happened in the actual expenses in the place of the budget. It allows the organisation to understand what expenses of the organisation are unfavourable and required to be controlled. One of the major ways in which the organisation can ensure that the unnecessary costs are being properly controlled is by using the different types of cost control aspects. In addition to this, the organisation will be required to ensure that it does not compromise the quality of the organisation even when it is unable to control the extra cost it has been incurring. In addition to this, it can be said that there are different modes in which the organisation will be able to control the major aspects of the organisational funds. 






Control Report

	Items
	Cost per unit
	Original budget (£)
	Flexed (£)
	Actual (£)
	Variance
Favourable(F)
Unfavourable(U)

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 U

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	400,000 U

	Variable costs:
	
	
	
	
	

	Materials
	2,50
	250,000
	200,000
	280,000
	80,000 U

	Labour
	4,00
	400,000
	320,000
	440,000
	120,000 U

	Overhead
	1,50
	150,000
	120,000
	120,000
	0 F

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	600,000 U

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	200,000 b
	200,000
	200,000
	170,000
	30,000 F

	Insurance 
	100,000
	100,000
	100,000
	100,000
	0 F

	Fulltime supervisor salary 
	50,000
	50,000
	50,000
	35,000
	15 F

	Profit 
	
	1,350,000
	1,010,000
	455,000
	555,000 U



(ii) Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020
Looking at the control report of the organisation it can be said that there has been bad performance from the business of Amana. The selling price is required to be improved by the business organisation. It is important to note that the organisation is required to increase its control over the variable costs. One important aspect to note here is that the control report shows no form of outliers. It helps in analysing the actual spending and the figures budgeted initially. One very important aspect to note here is that the organisation will be required to ensure that the deviation from the actual spending and the budgeted figure is less. 
Even though the organisation has booked a profit there are many rooms for improvements. One of the major aspects to note here is that the organisation will be required to improve is its variable cost. However, it has to be noted that the organisation has a very well monument of its fixed assets (Pebrianti and Aziza, 2019).  It can be said that the organisation has not been able to realise the major aspects of its selling price. In addition to this, it is important to note that there is different ways n which it will be able to improve its performance and one of the most important steps it will be required to take is controlling the variable costs.
Now coming to the contribution factor of the organisation, the control report marks it as an unfavourable aspect. In addition to this, it can be said that the organisation will be required to ensure that the variance of the contribution aspect is minimised properly. There is a huge variance in the contribution aspect of the company. There are different ways in which the organisation will be required to control this high variance. The control report shows that the organisation has not been able to manage the variable costs very well throughout the year.
The fixed overheads on the other hand have been managed very efficiently by the business organisation. It has to be noted that the business organisation will be required to ensure that there are different ways in which the fixed overheads can be efficiently controlled. The fixed overheads are costs that the organisation will have to incur consistently at the same price. These costs most of the time are to be paid even if there is no production (Pebrianti and Aziza, 2019). Thus, it is important to note that the organisation will be required to budget these efficiently. Thus, it can be said that the business organisation will be required to ensure that the business organisation can properly maintain the basic aspects of the fixed overheads. Finally, it can be said that the business organisation has not performed very well. It must increase the total cost of the organisation as well. The products have been sold at a lower price than was expected.
(iii) Provide recommendations to Amana’s CEO on areas of improvement.
Starting with the revenues earned by the organisation it can be seen that the control report does not count the revenue of the organisation as favourable at all. This means the organisation will be required to increase the total sales. There is a big variance in the revenue earned by the organisation. It has to be noted that this variance will be required to be improved in the upcoming years by the organisation.  In addition to this, the material costs are required to be improved as well. The control report shows that the material cost is unfavourable as well. There are different ways in which the organisation will be able to control the material cost. One of the best ways of controlling the material cost is to ensure that it uses substitute materials. Its t has to be ensured that the low-cost substitute materials do not compromise the organisational quality of services and products (Bhimani et al., 2018). One important aspect to note here is that the business organisation will also be required to ensure that there are different ways of negotiating with the suppliers. 
The most important variables for any business organisation is the labour cost. It can be seen that the control report of the organisation shows that this is in an unfavourable situation for the moment. One of the major reasons behind this is the fact that the organisation cannot bring proper labour to the organisation. It is no doubt that economic shocks such as the pandemic and Brexit have created a labour shortage and the increased demand has been one of the main reasons behind the rise the cost. The labour costs can be reduced by decreasing the number of working hours in the organisation. Although a question might arise that the organisation will lose on the number of services or products it provides to the consumers (Yusupov, 2021). However, the decrease in labour can be tackled with the help of investing in technological aspects. It is important that the business organisation can raise the selling price as it is one of the most important factors which will improve the financial aspects of the business organisation. 
The overhead costs on the other hand have been favourable for the organisation. It can be said that the organisation has been able to meet its budget expectations when it comes to different types of overheads. The control report of the organisation has therefore shown the different ways in which the organisation will be able to control its overhead costs efficiently. One of the most important aspects that have to be noted here is that the organisation will be required to maintain these positive aspects in the coming years (Sheng, 2019). It has to be noted that there are different ways in which the organisation will be required to control the other costs as well. One important aspect to note here is that the organisation is supposed to control the costs without the help of the organisational aspects. 
The control report has presented how the organisation has performed with respect to its organisational aspects and the way it has calculated the budget forecast. The complete analysis of the report shows that the organisation has not been able to meet the basic organisational plans it has set in the budget (Zofchak, 2020). It has to be noted that the business organisations will be required to ensure that the variances are properly managed. It can be seen that the organisation will be required to ensure that there are different ways in which the organisation can forecast the monetary requirements of the organisation in a better way. One important aspect to note here is that the company will be required to opt for better budgeting ways.
[bookmark: _Toc99558971]
Task 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.
One of the main aspects of the business organisation is the number of sales it makes. It has to be noted that a business organisation can increase its sales by widening its base market. The physical market can also serve a limited number of consumers at a single point in time. In recent times with the advent of the internet, there has been an immense increase in the online sales market. Thus, it can be said that the entire business organisation will be required to put a lot of effort into setting up an online business organisation. In addition to this, the organisation will be required to ensure that there are ways in which it can increase its impact on the online market (O’Hara and Low, 2020). One of the major advantages of this form of sales is the fact that the organisation will be able to have an unlimited base of consumers.
The decision of Mr Amana to close down some of the physical stores invest more in the online market is a positive one. It will allow the organisation to increase the total amount of sales and will be able to establish a global presence as well. There are two options that are available with Amana Ltd. The first one is setting up its own dedicated online store which promises a total sale of a minimum of 100,000 units. This however consists of a high set-up cost of around GBP 2,00,000. In addition to this, the organisation will be required to ensure that there are different ways of entailing the total amount of organisational aspects. It will also include a recurring cost of GBP 35,000. The other option the organisation has is that it sells through Amazon and the organisation can properly sell a total amount of 65,000 units and incur a recurring cost of GBP 50,000.
One very important aspect that is required to be ensured by the organisation before setting up the online sales ventures is that it can market the brand properly. While the online sales portals will increase the size of the consumer base, the consumers will only be able to sell with the help of good brand recognition only. Thus, it is recommended that the firm first opts for selling through Amazon for the first few years. This will help the organisation to gain reputation and recognition in the online sales market. It has to be noted that the business organisation will be required to ensure that there are different ways in which the organisation will be able to sell through the business organisation efficiently. In addition to this, it has to be noted that the organisation will be required to analyse the sales figure regularly. 
Once the organisation has been able to increase the total amount of sales and gain recommendation it is recommended that it shifts to the personal setup of the company. One of the major aspects of setting up your own online sales portal is that there will be control over the prices of the organisation. In addition to this, it has to be noted that the business organisation will be needed to ensure that there is a well-designed website so that the consumers find it easy to access. It is important to note that the business organisation is required to ensure that there are different ways in which it will be able to meet the daily needs of the consumers (O’Hara and Low, 2020). One of the most important aspects that the business organisation is that there is a total of different types of products sold in the online portal. In addition to this it has to be noted that the business organisation will only be able to function properly if it can properly tackle the online operational activities.
It is recommended that Amana Ltd uses various online methods of promotion. One of the best modes the organisation can use to market in online ways is by advertising the organisation in online mode. In addition to this it has to be noted there are other social media organisations such as Instagram which provided excellent platforms for associative marketing. In the end, it can be said that the business organisation will make a good decision if it plans to expand the business organisation properly (Warokka et al., 2020). It will allow Amana Ltd to increase its revenue properly. In addition to this, the organisation will also be able to save major administration costs.


[bookmark: _Toc99558972]Conclusion 
At the end of the analysis, it can be stated that the business organisation will be required to ensure that it can control the costs efficiently. One very important aspect to note here is that there are different ways in which the organisation will be able to control its cost. Another very important aspect to note here is that budgeting can help in optimally setting the funds of the organisation. In addition to this, it is important to note that that a business organisation is required to ensure that it is controlling the total cost of the organisation. One of the most important factors which have been concluded is the importance of the online market for sales. 
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