












BUSINESS AND DECISION MAKING


Question 1 
The Marine Spray is a textile brand whose main role is to provide proper textile for the marine according to their needs and preferences. The flow of their business is very good as per data and the purchasing company also very feel they are continuously getting good quality of products and services through the textile company. For this particular reason the purchasing company offers an application process to the manufacturing company which is Marine Spray textil company. The application process includes that the purchasing company offering for the next five they want more clothing material because they have new joinings as well as new connections and they need very good quality of products as well as best service (Konstantin and Konstantin, 2018). The manufacturing company happily received the offer because they have sufficient cash reserves and also possible to extend one room for the order received from the purchasing company. For the extension process the Marine Spray  company is ready with the initial investment. The investment amount can be recovered for the 3 years of investment process if the assumption cash flow remaining stands as provided. The recommendation as per the calculation shows if they are getting returns on their investments then it is very useful and enjoying deals for the manufacturing company must proceed with a high profit analytical process. Before starting the project the company must have to identify each and every detailed process of expenses which is used for the conduction of the project offered by the purchasing company (Mouter, 2021). However, it seems that the offers might have hidden terms and conditions which might affect the manufacturing company for a longer period of time or while delivering the goods. Because of this reason each and every detail must be clear and transparent for both of the parties before entering into an agreement. 
Question 2 
The break even point refers to this situation of costing of the whole process specially in this business organization to find the total costing of expenses like labor charges, purchase of raw materials and other hidden activities. By the help of this accounting process the management identifies the "even" point of the total collection of the revenue and the total expenses of following this manufacturing process (Cao et al. 2021). The break-even point provides the idea of the return on the investment conducted by the company at the time of launching new products or starting a new project for the implementation process of working or opening a new business. In this scenario the break even point helps the manufacturing company to understand the better way to choose the profitability by this given three options or three different scenarios. This process is a fully assumption process. Sometimes it can produce different scenarios in the long run because of the changing of other expenses or values in future like increasing the raw materials, labour charges so that the management should be aware of any changes and uncertainty that might happen in future (Arfianti and Reswanda, 2020). As per the calculation of different three options or scenarios the results come up with a very clear image that option number two is the best profitable scenario for the business organization.  The option 1 was a simple and steady way of doing business with a fixed cost of £250000, 25000 pieces of jackets with £70 selling price and other expenses of raw materials and labor cost but they couldn't compare the option number two profitability which is £435000. Also option three couldn't reach the comparable profitability as compared to option two but they use different scenarios to identify the various changing scenarios may be effective or not for the manufacturing company. As a textile manufacturing company they have to identify each and every possible way to achieve the higher profitability and safety of their margin because in case they are looking forward with low margin it might turn into loss in near future. So the recommendation is to go with option 2 for the marginal safety as well as higher profitability can reduce the risk factors in case anything happens in near future. 

	Option 1
	
	
	Targeted profit 150000

	Sell 25000*70= 1750000 (Expected sales)
	

	Costing of labor 25000*20= 500000
	

	Raw materials 25000*35= 875000
	

	
	
	
	

	Fixed cost 250000
	
	

	Expected sale 
	1750000
	

	Total Expenses 
	1625000
	

	Total profit
	125000
	



	Option 2
	
	

	Decreasing the sell price by 15% which means 59.50. due to decreasing in selling cost, they have to increase its demand by 20% which means 30000

	30000*59.50
	1785000
	

	Raw materials 
	300*25
	750000

	Labor cost
	30000*20
	600000

	1785000-1350000
	435000

	
	
	

	Option 3
	
	

	Expected sale 30000*59.50
	1785000

	Purchase of new machinery
	-60000

	Labor cost 30000*15
	450000

	Purchase of raw material 30000*35
	1050000

	Total profit
	
	3225000



Question 3 
Budgetary control is an important financial procedure which is used by every financial as well as non financial organization to manage the income sources and expenditure of the organizational process making system. This procedure introduces the needs and requirements of the financial process while introducing the new project, factors of production, while laughing at a new product as well as introducing new services (Henttu, 2018). In this scenario the director of the manufacturing company asks the financial authority and management to identify and study the budgetary control method for the better understanding about the actual income and expenditure and find the advantages as well as disadvantages into their recent projects. The advantages of budgetary control as follows:
· The budgetary control mainly established by the management for maximization of the profit, means this method helps to achieve their organizational goals and objectives and conduct proper planning system as well as its built coordination process. 
· Coordination stands for the coordination factors while doing a project work or any kind of business then they involve various departments of the company (Maelah and Yadzid, 2018). The budgetary control provides a useful process to build coordination between the various departments in the management who are working in the same project or planning system. 
The disadvantages of budgetary control are as follows:
· The budgetary control is an analysis process of which the management will analyze and assume the future actions. Thus it is an assumption process that sometimes the data and results and the estimation produced by the budgetary control is not always correct in near future. 
· Under the budgetary control many people feel there were imperfect decisions done by the management because this procedure creates a target for each and every employee of the organization. The efficient and obedient candidates only reach the target the other inefficient employees cannot make the fulfill the needful. So this method of budgetary control was found to be useful for all kinds of employees who were working on the same project. 
Question 4 
An accounting ratio or financial ratio stands for the magnitude for selection of numerical values of a business organization's collection process done from the various aspects of financial statements. This method of calculation is used by the company management to compare the financial weaknesses and strengths of the financial institutions  such as measuring the shareholders financial position, the creditors payment procedure and collection timings and other aspects by calculating the financial ratios (Kadim et al. 2020). Because at the time the organization starts trading their shares in the market, the results need to be profitable business for the beneficiary of the company for this reason the company needs to identify the financial ratios and calculation process. There is no such tool to identify the financial ratios because every organization has different rules and regulations for their potential shareholders as well as their creditors. So that accounting method plays a vital role to identify the various organizational performance such as profitability, liquidity ratio, inventory levels, interest on their investments, cost of goods sold, purchase ratio of raw materials, cash and retained ratios (Kadim et al. 2020). This method also includes the share capital, bank loans and other expenses. 
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