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Executive summary
Amana Ltd is a tourist business that is mainly located in England and run by families. The company sells souvenirs to tourists. The following assessment has mainly focused on the performance of Amana Ltd in the year 2020. A control budget report of the mentioned company has been prepared in order to evaluate the performance of the company. Along with this, a recommendation has been included in order to help the company's CEO in choosing an effective selling process to enhance its online selling.
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The role of management accounting in a business will be briefly discussed in this report. The following assessment will prepare the budget control report of Amana Ltd for the year 2020. The report will include original, flexed and actual reports in the budget control report of the company. Along with this, the key variances of different items will be calculated in the report. A table also will be included in this following assessment. Apart from this, the decisions of the CEO of Amana Ltd regarding the online sales strategy will be thoroughly evaluated in perspectives relevant to costing here. Furthermore, decision-making abilities under some specific risks will be demonstrated here.
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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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A budget helps to create the financial stability of an organisation. It is an estimation of expenses as well as revenues that an organisation may expect over a specific period of time in the future.  Budget control is a plan that helps control the costs and expenses of an organisation (Sherman, 2021). The above table has been prepared to highlight the control budget of Amana Ltd in various fields. The mentioned table reflects the original cost budget as well as the actual cost budget of Amana Ltd for the year 2020. The original cost budget refers to the static budget. Whereas, the actual cost budget is associated with the actual figures of income and expenses of an organisation. A flexed budget varies and depends on the changes in the actual amount of revenue. The variances in the control budget report refer to the accounting term that reflects the changes between the actual costs and estimated costs (Cross, 2019). The mentioned table highlights whether the original cost budget of Amana Ltd was favourable to the company or not during the time of the pandemic.


Moreover, the above table highlights the original unit budget for the product sales of Amana Ltd for the year 2020 is 100000. However, the actual unit budget for sale is 80000 (Pešalj et al., 2018). The above table also reflects that the rate of selling cost is 25 British pounds per unit. The original cost budget of this selling rate for the year is £ 2500000. However, the above table reflects that the actual cost budget of the selling rate is £ 1600000. Therefore, the control budget report regarding the selling rate represents that Amana Ltd in a specific month of 2020 was able to sell its products at a high price. It can be seen from the above table that the original cost budget for Amana Ltd’s revenue for the year is £ 2500000. The flexed budget of the revenue is £ 2000000. However, the company witnessed a variance of 400000. Therefore, the control budget for the company’s revenue was favourable to the company in 2020.
Variable costs refer to the expenses that vary according to the product sales or output. The variable cost also has been included in the control budget report of Amana Ltd in order to determine the materials, overheads and labour costs for the year 2020. From the above table, it can be seen that the per unit cost of materials, labour and overheads are £ 2.50, £ 4 and £ 1.50 respectively. Furthermore, it can be seen that the original cost budget for materials is £ 25000 and the flexed budget is £ 200000. However, the actual cost budget of materials is £ 280000 with a variance of £ 80000. Therefore, the control budget for the company’s materials was not favourable to the company (Vitez, 2022). The table of control budget report also highlights that the original cost budget for the labour is £ 400000. The flexed budget for the labour is £ 320000 with a variance of £ 120000. Therefore, the budget control plan for the company’s labour was not favourable to the company (Habel et al., 2021, pp.373-382).
 Moreover, from the above table, it can be seen that the original budget for the company's overheads is £ 150000 and the flexed budget is £ 120000. However, the variance for the company's overhead is zero as the amount of flexed budget and actual cost budget are the same. Therefore, the budget control plan for the company's overheads was neutral. Apart from this, the above table highlights that the per unit cost of the company's contribution is £ 17. The original cost and flexed budget of the company's contribution are £ 1700000 and £ 1360000 respectively. Whereas, the actual cost budget of the contribution is £ 760000 with a variance of £ 60000. Therefore, the budget control plan for the company's contribution was favourable to the company. Fixed overheads refer to the cost that does not change with the changes in business operations and remain constant each month (Duff, 2022). The above control budget report table of Amana Ltd has included warehouse rental, insurance and the salary of the full-time warehouse supervisor as the fixed overheads. It can be seen from the above table that per unit cost of warehouse rental, insurance and the salary of the full-time warehouse supervisor are £ 200000, £ 100000 and £ 50000 respectively.
The above table also reflects that the company's warehouse rental's original cost and flexed budget is £ 200000. However, the actual cost budget of the company’s warehouse rental is £ 170000 with a variance of £ 30000. Therefore, the company’s performance was favourable terms in the perspective of the control budget report of the company’s warehouse rental. On the other side, the above table also highlights the original cost and flexed budget of the company’s insurance are the same, that is £ 100000. The actual cost budget of the company’s insurance is also the same as the flexed budget. Therefore, with a variance of zero, the control budget plan for the company’s insurance was neutral. The company did not make any progress as per the control budget report of Amana Ltd’s insurance. Moreover, as per the above table, the original cost and flexed budget for the company’s full-time warehouse supervisor salaries are £ 50000 and £ 35000 respectively. Whereas, the actual cost budget for the salaries of the full-time warehouse supervisor of the company is £ 35000 with a variance of £ 15000. Therefore, the control budget planning for the salaries of full-time warehouse supervisors was favourable to the company. The above table also reflects the original cost and flexed budget of the company’s profits are the same, that is £ 5000. Whereas, the actual cost budget of the company’s profits is £ 35000 with a variance of £ 15000. Therefore, the overall performance of the company was profitable in a specific month of the year 2020 (Latham, 2022). 
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Amana Ltd was able to fulfil its estimated budget control goals even during the pandemic. The company’s profit statement highlights that the company’s overall performance was positive for the year 2020. Although, the company has faced some difficulties in a certain areas while running its business. The company only runs offline stores for selling its products. Therefore, the company witnessed some difficulties like other offline businesses during the time of lockdown and the COVID-19 pandemic. As many restrictions were enforced on the business by the government authority during the pandemic, the company faced a total shutdown of its business at that time (Wickford, 2022). There are certain areas in the control budget report that the company is recommended to improve in order to increase its overall performance even more.
The company is advised to improve the area of labour cost as it was in an unfavourable table in the cost budget report of Amana Ltd. Labour budgeting helps a company in estimating the number of labour requirements and their estimated salaries within the company (Richards, 2022).  The company might increase its profitability by reducing its labour cost in the control budget plan. Therefore, the company is suggested to implement advanced technologies in their workforce in order to reduce the labour work. The budgeting of materials helps estimate the material costs within a company over a certain period of time (Sheahan, 2022). Lowering the material costs in the company's control budget planning might help the company improve its overall performance even more. Therefore, Amana Ltd is suggested to analyse factors like availability, quality, price and demand of the materials in order to control its material cost in the cost budget planning (LaMarco, 2019).
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The CEO of Amana Ltd, Mr Amana runs his company in street stores only. However, in the ongoing situation of the pandemic, Mr Amana is considering selling its products online (Li et al., 2019, pp.172-184). The majority of the competitors of Amana Ltd sell their products online. The potential competitors sell their products to customers in the UK, US and Europe with the help of online facilities. Mr Amana, in order to enter the online market, is considering closing its offline stores in Manchester, Brighton and Birmingham city. Along with this, he is planning to convert 50% of its sales online. He is planning to set up his own delivery network in order to sell his products online (Picincu, 2020). Owning a delivery network would help the company in several ways such as product delivery on time, brand reliability, reduced delivery relating cost and so on. However, the setting up cost for the delivery network is £ 150000 (Guo et al., 2022, pp. 12360-12368).
Apart from this, the upgrading cost of the old website is £ 50000 (Applegate, 2020). Mr Amana is also planning to hire a full-time IT programmer for this strategy. This hiring would cost him £ 35000 per annum. Therefore, the estimated cost of the entire set-up process is £ 235000 which is considered to be very expensive. Although, according to market research, the company is more likely to generate £ 100000 in sales each year by implementing this strategy. As the entire set-up process would cost Mr Amana a huge, he is considering another alternative to increase its online sales (Lee and Hallak, 2020, p.104128).
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The owner of Amana Ltd also has an alternative plan of selling his company's products on the website of Amazon. It is possible that the company may face many advantages while selling its products on Amazon (Janger and Twerski, 2019, p.259). Here it can be seen that it is necessary for the company to pay a specific fulfilment fee that has been set by Amazon. The amount of the fulfilment fee is £50,000. Other than this the company do not have to pay or invest anything else. However, this fulfilment fee includes various kinds of costs such as packaging charges, customer service charges and shipping charges (Garcia, 2021, pp.28-38). Although the company may face the highest level of competition on Amazon's website. On Amazon there are a huge amount of souvenir sellers are presented. Though, the company gets a guaranteed sale of £65,000 units annually. However, Amana Ltd will get lower units of sales on Amazon in comparison to its own website. Moreover, it is possible that the company may face several issues with Amazon's return policies and pricing policy. Therefore, the company can also lose its control over certain things such as overpricing. In addition to that, if Amana Ltd decides to sell on Amazon, then their marketing and advertisement will be increased rapidly. At the present time, Amazon is one of the leading and largest selling and purchasing platforms around the globe. 
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Apparently, a company can grow its business more quickly by selling its products in the online market. For the past few years, the usage of online platforms for selling and purchasing various kinds of products has increased rapidly. Hence, it can be seen that online platforms are the most effective ways to increase the sale of a company. Especially after the COVID-19 pandemic, the engagement of online sellers and buyers has increased. Hence, it can be said that the owner of Amana Ltd has taken an effective decision to close his three offline stores and started to sell products on an online website. In online selling, it will be easy to maintain its inventory during the seasonal sale. 
Therefore, from the above statements, it can be seen that Amana Ltd will face many advantages if it sells its products on Amazon. The marketing and advertisement of Amana company's products will be done more easily if the company decides to sell on Amazon. At the present time, Amazon is one of the most reputed online selling and buying platform. Thus, customer engagement is also very high which is most important for a new online seller. Although the company only needs to pay one-time fulfilment pay £50,000 to sell at Amazon which is much lower if he opens his own website. Moreover, it can be recommended to the company to sell its products as the company will be benefitted in many aspects.  However, the company has to bear many costs such as network costing £150,000, website upgradation cost £50,000 and salary of an IT which is £35,000 per annum. Thus, the company can avoid such costs and also get higher advertisement along with secure selling by selling its products on Amazon. 
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The report has mainly discussed accounting management. A control budget report of Amana Ltd for the year 2020 has been prepared in this assessment. The following assessment has thoroughly evaluated the financial performance of the company. Some factors such as original, flexed and actual cost budget with variances have been used to identify the financial performances of the company. Two strategies by Mr Amana in order to enter the online market to increase the company's product sales have been also explained here. Last but not the least, a recommendation has been included here to support one of the decisions taken by Mr Amana.


[bookmark: _Toc110544042]References
Applegate, M., (2020). How to Improve the Information Systems at Work. [Online] Available at: https://smallbusiness.chron.com/improve-information-systems-work-20074.html
Cross, V., (2019). The Role of Variance Analysis in Businesses. [Online] Available at: https://smallbusiness.chron.com/role-variance-analysis-businesses-22641.html
Duff, V., (2022). https://smallbusiness.chron.com/difference-overhead-fixed-cost-36664.html. [Online] Available at: https://smallbusiness.chron.com/difference-overhead-fixed-cost-36664.html
Garcia, V., (2021). Examining the Impact of Selling on Amazon on the Revenue growth of MSEs in the US. International Journal of Contemporary Financial Issues, 1(1), pp.28-38.
Guo, X., Wang, S., Zhao, H., Diao, S., Chen, J., Ding, Z., He, Z., Lu, J., Xiao, Y., Long, B. and Yu, H., (2022), June. Intelligent online selling point extraction for e-commerce recommendation. In Proceedings of the AAAI Conference on Artificial Intelligence (Vol. 36, No. 11, pp. 12360-12368).
Habel, J., Alavi, S. and Linsenmayer, K., (2021). From personal to online selling: How relational selling shapes salespeople’s promotion of e-commerce channels. Journal of Business Research, 132, pp.373-382.
Janger, E.J. and Twerski, A.D., (2019). The Heavy Hand of Amazon: A Seller Not a Neutral Platform. Brook. J. Corp. Fin. & Com. L., 14, p.259.
LaMarco, N., (2019). Ideas for Cost-Reduction in Manufacturing. [Online] Available at: https://smallbusiness.chron.com/ideas-costreduction-manufacturing-59401.html
Latham, A., (2022). What Are Fixed Manufacturing Overhead Costs?. [Online] Available at: https://smallbusiness.chron.com/fixed-manufacturing-overhead-costs-15335.html
Lee, C. and Hallak, R., (2020). Investigating the effects of offline and online social capital on tourism SME performance: A mixed-methods study of New Zealand entrepreneurs. Tourism Management, 80, p.104128
Li, X., Wu, C. and Mai, F., (2019). The effect of online reviews on product sales: A joint sentiment-topic analysis. Information & Management, 56(2), pp.172-184.
Pešalj, B., Pavlov, A. and Micheli, P., (2018). The use of management control and performance measurement systems in SMEs: A levers of control perspective. International Journal of Operations & Production Management.
Picincu, A., (2020). Distribution Process Management. [Online] Available at: https://smallbusiness.chron.com/distribution-process-management-67041.html
Richards, L., (2022). Objectives & Strategies for Labor Costs. [Online] Available at: https://smallbusiness.chron.com/objectives-strategies-labor-costs-31294.html
Sheahan, K., (2022). The Cost-Saving Methods for a Business. [Online] Available at: https://smallbusiness.chron.com/cost-saving-methods-business-482.html
Sherman, F., (2021). The Uses of Budgetary Control. [Online] Available at: https://smallbusiness.chron.com/uses-budgetary-control-31142.html
Vitez, O., (2022). What Is the Role of Budgets & Performance Reports?. [Online] Available at: https://smallbusiness.chron.com/role-budgets-performance-reports-861.html
Wickford, H., (2022). How to Manage Labor & Food Costs. [Online] Available at: https://smallbusiness.chron.com/manage-labor-food-costs-63349.html


Page 15 of 16

