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                                                              Executive Summary
The report has provided preparation of the control budget on monthly basis for 2020 of Amana ltd. This control budget has shown the calculations of flexed and original budgets along with variances for the year 2020. This has commented on the improvement areas of Amana ltd by considering its control budget. Amana ltd, a family owned business situated in England and deals in selling souvenirs to the tourists. Amana ltd has been operating for a period of 40 years and has served across Brighton, Westminster bridge, London bridge, Manchester city and Buckingham Palace.
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[bookmark: _Toc101975446]Introduction
The report will include a preparation of control budget of Amana ltd for the year 2020. The control budget of Amana ltd will show a preparation of original and flexed budget along with variances. This will include a comment on the performance of Amana ltd for the year 2020 for help it in determining its financial position. The report will also provide a recommendation to the organisation about the ways which it can implement for improving its performance. This will further highlight a comparison of both the alternatives chosen by the organisation in order to enhance its business performance. The report will assist Amana ltd in making an efficient decision regarding the choice of a suitable alterative for enhancing its business performance considering all the factors affecting its decision.
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	CONTROL BUDGET OF AMANA LTD. FOR 2020

	Item
	Cost per unit (£)
	Original cost budget (£)
	Flexed Budget (£)
	Actual cost Budget (£)
	Variances
	Favourability Remark

	Units 
	 
	100000
	80000
	80000
	 
	 

	Selling rate
	25
	2500000
	2000000
	1600000
	400000
	Favourable

	Revenues
	
	2500000
	2000000
	1600000
	400000
	Favourable

	Variable Costs:
	
	
	
	
	
	

	Materials 
	2.50
	250000
	200000
	280000
	-80000
	Unfavourable

	Labour 
	4
	400000
	320000
	440000
	-120000
	Unfavourable

	Overheads
	1.50
	150000
	120000
	120000
	0
	

	Contribution 
	17
	1700000
	1360000
	760000
	600000
	Favourable

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse rental
	200000
	200000
	200000
	170000
	30000
	Favourable

	Insurance 
	100000
	100000
	100000
	100000
	0
	

	Fulltime warehouse supervisor salaries
	50000
	50000
	50000
	35000
	15000
	Favourable

	Profits
	 
	1350000
	1010000
	455000
	555000
	Favourable
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The above control budget has been drawn up for determining the financial performance of Amana ltd for 2020. This control budget has included the flexed, original and actual cost budget along with the variances and a remark of favourability. The outbreak of covid-19 virus has affected the various operations of Amana ltd and has led to a decrease in its profit. The situation of covid-19 has led the organisation to be less aligned to its operational objectives. The control budget has shown that the organisation has a selling rate of £ 25 at which it has sold 100,000 units of its products as per the original budget. This has shown that Amana ltd has made a revenue of £ 2,500,000 according to its original budget. The sales of Amana ltd has been seen to be £ 1,600,000 considering its actual budget (Drury et al., 2020). The flexed budget of the organisation has seen to be £ 2,000,000 and this has been favourable for the organisation. The organisation’s original budget has shown a contribution of £ 1,700,000 at a per unit cost of £ 17. The contribution has been determined to be £ 1,360,000 as per its flexed budget. This has shown that Amana ltd has a contribution of £ 760,000 considering its prepared actual budget. The variance of revenues has been determined to be £ 400,000 which is considered to be favourable for the organisation. The organisation has incurred a material cost of £ 200,000 and 280,000 as per its flexed and actual budget respectively. This has led to a reduction in variance by 80,000 which has been considered to be unfavourable for the organisation (Ghiasi and Sarrafzadeh et al., 2019). The labour cost incurred by Amana ltd has been £ 320,000 and £ 440,000 which has resulted in the variance to be £ 120,000 which is further considered to be unfavourable for the organisation. The strategy of Amana ltd to decrease the material and labour cost in the flexed budget than its actual budget has led Amana ltd to decrease the labour and material variances and made it unfavourable for the organisation (Stedry et al., 2019). 
The organisation has incurred a warehouse rent of £ 200,000 and insurance of £ 100,000 by operating its business operations in 2020. The warehouse rent has been seen to be decreased to £ 170,000 considering the actual budget. The decrease in warehouse rent incurred by Amana ltd has made its variance to be £ 30,000 which has been proved to be favourable for the organisation. A reduction in the supervisor’s salary in comparison between the flexed and actual budgets has resulted in generating its variance to be £ 15,000 which has further considered to be favourable for the organisation. The profit generated by Amana ltd has been ascertained to be £ 1,350,000 as per its original budget and £ 1,010,000 according to the flexed budget of the organisation. Furthermore, the profit according to the actual budget has been derived to be £ 455,000 which has made its variance to be £ 555,000 and resulted in a favourable situation for the organisation. The above analysis has drawn a conclusion that the performance of Amana ltd can be improved and enhanced by following some strategies by the organisation (Dempster et al., 2020). 
[bookmark: _Toc101975450]1.3 Recommendation to the CEO of Amana ltd 
Some strategies can be undertaken by Amana ltd for improving the operational performance. The CEO of Amana ltd has to take some steps for enhancing its performance which will further lead it to earn more revenues. 
Reducing the labour cost: Amana ltd has incurred a labour cost of £ 440,000 which is more than calculated in the flexed budget. This has made a variance of labour to be decreased to 120,000 and resulted in an unfavourable situation (Hu and Choi et al., 2019). The organisation can reduce its labour cost eliminating some its labours. This will lead it to bear less cost of labour and it will have to pay less amount of salary to the staff. The organisation will be able to reduced its variable labour cost as a result of which its variance will be favourable. Moreover, the organisation can reduce its cost of labour and make its equal to the labour cost to be incurred according to the original budget. If Aman ltd will decrease its labour cost, it will be generating more gains by conducting its various activities. 
Reducing the material cost: The CEO of Amana ltd can decrease the cost of its material which will make it earn an increased profit. This strategy will make the organisation to produce the products at a low cost (Dorsett et al., 2018). Furthermore, the organisation can purchase the material at a cheaper rate and incur less cost for the production of finished goods. This alteration in the material cost of the organisation will proved to be profitable for it. Amana ltd requires to produce the products in high quality at a low production cost. This will assist it in maintaining its goodwill in the marketplace and among its various branches. 
Reducing the selling prices: The organisation’s selling price for the souvenirs needs to be reduced. It will help Amana ltd in the long run as the customers will be attracted by the low prices of products. The organisation needs to review the prices of products according to the cost incurred by it. This will lead it in setting the prices at such as rate which will make the organisation gain a profit. It is highly recommended for Amana ltd.’s to decrease the selling prices for gaining a competitive advantage in the future. 
Enhancing the productivity of the employees: Amana ltd is recommended to implement proper training and development strategies which can make the employees learn the required skills. The new skills learned by the staff of Amana ltd will lead them to work efficiently in producing the products for satisfying the needs of the customers. This will make the organisation attract more tourists for purchasing the souvenirs and lead it to enhance its operations and profitability. Amana ltd.’s control budget has reflected that it needs to improves its operational performance for gaining more actual profit than its estimated profit. 
Better quality of customer service: The employees of Amana ltd need to improve their performance in terms of quality. This will lead the organisation to provide a better quality of services to its various customers (Jahanshahi and Khaksar et al., 2018). This will further improve its brand name in the market and lead it to enhance its business performance. The improved quality of service of the employees will lead the organisation in delivery the customers a high quality of products across its various branches. The CEO of Amana ltd is recommended to hire specialised experts for training its employees for enhancing their skills which will assist them in performing well and providing good services in producing the souvenirs. 


[bookmark: _Toc101975451]PART – 2
[bookmark: _Toc101975452]2.1 Analysing the decision making of Mr. Amana considering all the factors
Mr. Amana wants to make a decision of developing his business online by making 50 % of sales in the online website. He also has an option of selling various products by collaborating with Amazon for following the newest trend for being in competition. The alternatives have been discussed below to help Mr. Amana to choose a suitable alternative. 
First alternative
The first option considered by Mr. Amana is to set up his online store by making 50% of sales online. This alternative will require the organisation to pay £ 150,000 as the price of setting a new delivery network online. The organisation will have to set and maintain a better delivery network online for delivering the souvenirs to the customers very fast. Amana ltd will have to incur £ 50,000 for upgrading its present website for handling large amount of online sales. This will help it in serving its services to a large group of customers within the marketplace. The organisation will require to pay £ 35,000 as the salary to IT programmer who will aid Amana ltd in increasing the efficiency of the website. The IT programmer will assist the organisation in setting up its website in such as manner that will encourage more customers to buy its products (M, 2021). He will also help it to upgrade the website when needed, this will further help the customers in using the website without any kind of discrepancy. The first alternative will lead the organisation to make an estimated sale of 100,000 units of souvenirs at an annual basis. This estimated sale will guarantee an increased amount of profit for the organisation on an annual basis. The increased amount of profit will lead the organisation to enhance its business performance in terms of productivity (shoppermotion, 2019). 
Second alternative
This particular alternative considered by Amana ltd is to collaborate with an online platform such as Amazon. This alternative will cost the organisation £ 50,000 as the fulfilment fees for collaborating with Amazon. This will be costing an extra amount for the organisation and lead it to incur more cost as a result of which the organisation may generate a less profit (Dawson, 2022). The organisation will be guaranteed a sale of 65,000 units after collaborating with Amazon. The organisation will have to face a huge competition in the online market. Amana ltd has been guaranteed a situation of increasing its sales as per the demand of its customers. The organisation will have no control over setting the prices of the products. It will have to suffer a lack of pricing control and it will have to pay more amount to Amazon. Furthermore, Amana ltd will have no control over the return policy of its products. There will be huge scope of growth for the organisation if it chooses this alternative. This will ensure an increase in the organisation’s annuals sales hence improving its performance in the long run. However, the organisation will have a least control over the prices of souvenirs along with a least control in its return policy. Amazon will be liable for the policy of return for the products. 
Recommendation to Mr. Amana 
An analysis of both the alternatives has drawn a conclusion that the organisation will have to select one alternative by determining the capacity of each alternative to generate profit for the organisation. The former alternative will lead the organisation to incur a cost of delivery networks of £ 150,000 and £ 50,000 for upgrading the website. While, the second alternative will lead the organisation to pay an amount of £ 50,000 to Amazon as fees. This will further lead the organisation generate a less unit of sale as compared to the first alternative. The first option will lead Amana ltd to make sale of 100,000 units whereas, the second option will lead it to make sale of 65,000 units in a year. Moreover, the organisation will lack a control over return policy and products’ prices. Henceforth, the organisation is highly recommended to select the first option as it will lead to earn a more profit (Veyrat, 2017). It will further lead the organisation to sell more units of souvenirs as an outcome of which it’s financial position will increase within the market. The organisation is recommended to develop its own online website and sell 50 % of its products online. Furthermore, Amana ltd is recommended to select the first alternative as it will be including an IT programmer who will help Amana ltd to develop its online website and lead it to earn more gains by making its reach to more customers.  
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[bookmark: _GoBack]The report of management accounting has shown a preparation of control budget including the flexed and original budget along with the variances for the year 2020. The report has included a comment on the business performance of Amana ltd. This particular report has recommended the strategies which can be implemented by the organisation considering its improvement areas. This has provided a comparison of the alternatives chosen by Amana ltd for increasing its business operations in online. The above report has recommended Amana ltd about the choice of an appropriate alternative for enhancing its performance and expanding its operations. Moreover, the report has recommended it to make a selection of the first option of making 50 % of the sale online. This has considered all the factors for making the organisation help for choosing the first option.
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