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Management accounting keeps the record of the numerical transactions. In order the financial transaction to manufacture the product, the organisation needs to operate the management accounting. Amana Ltd is known as a family-owned business organisation that sells the souvenirs product to tourists in England. The products are produced in China and the design is made by the company. The organisation has been running the business for more than 40 years. In April 2020 the revenue of the Company got massive decrease when the tourist could not come to visit or move in England. Long-time closure of the firm from December 2020 to March 2021 depleted the profits of the organisation significantly.
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[bookmark: _Toc87041673][bookmark: _Toc92207343]Developing a control report that will show original budget, flexed budget, and variances of the company.
Managerial accounting is important in keeping the financial transactions within accounting department. In this report, Amana organisation is considered as the distributor company, that sells the souvenirs product. Amana is considered as the hotel management organisation. This research has discussed the budgeting categories. Budgeting techniques within the organisation discusses with the actual, original, and flexible budgeting. Original budget or static budget determines the cost permanently (Novianty, 2015). This type of budget can’t be changed by the manager or accountant. On the other hand, the flexible budget can be changed. This type of budget is designed to adjust the variance in the accounting budget. Static budget is the opposite of flexible budget. While flexible budget changes to adjust the gap, the static budget does not change to adjust the variances. Static budget is determined and stated at the beginning of the year (McCafferry, 2019).
Original budget
	
	Particulars
	
	Original budget (£)
	Actual (£)

	1
	Units 
	
	100,000
	80,000

	2
	Selling price 
	25
	25
	20

	3
	Revenues 
	
	2,500,000
	1,600,000

	4
	Variable costs:
	
	
	

	5
	Materials 
	2.50
	250,000
	280,000

	6
	Labour:  
	4
	400,000
	440,000

	7
	Overhead 
	1.5
	150,000
	120,000

	8
	Contribution 
	17
	1,700,000
	760,000

	9
	Fixed overheads:
	
	
	

	10
	Warehouse rental 
	
	200,000
	170,000

	11
	Insurance 
	
	100,000
	100,000

	12
	Fulltime warehouse supervisor salary
	
	50,000
	35,000

	
	
	
	
	



The chart shows the deviation between the original and actual budget. The actual budgets incurred more cost than it was expected through the original budgeting. For example, the labour cost was budgeted for 400,000 but it stood to 440,000. Technological incorporation into the business organisation helps the company to increase the sales volume and gives the consumers better experience (Research, 2019). More importantly, in future, Amana limited could be able to increase the sales volume with higher demand of the products. Another way is to shorter down the labour, because if there is no work for everyone in the business the shortages are a must, due to influencing the profit.
Flexed budget: A flexible budget is considered as the budget that adjusts the activity levels of the firm (FRANCISCO, 2013). A flexed budget is based on the different sales volume keeping the same variable cost. The different amount of sales volume indicates the adjustment scenario of budget. The different amount of sale volume helps the management to estimate the number of units to be produced and sell. Flexible has been done to adjust the variance (Finkler, 2017). 
	Units
	100,000
	110,000
	120,000

	Selling price: 
	2,000,000
	2,200,000
	2,400,000

	Variable costs:
	
	
	

	Materials
	250,000
	275000
	300,000

	Labour 
	400,000
	440,000
	480,000

	Overhead
	150,000
	165,000
	180,000

	Contribution
	1,700,000
	1,870,000
	2,040,000

	Fixed overheads:
	
	
	

	Warehouse rental 
	200,000
	200,000
	200,000

	Insurance 
	100,000
	100,000
	100,000

	Fulltime warehouse supervisor salary
	50,000
	50,000
	50,000



The flexed budget is expected to help the organisation to improve the business performance by eliminating the disadvantage of the static budget. The foremost advantage of the flexed budget represents accurate state of the financial stability of the company, because the static budgeting is responsible for the unexpected expense occurred at the operation or in changing the income of the company. A flexible budget will help you track where you can adjust spending each month.

	Particulars
	Cost formula
	Actual (£) cost for 80,000
	Revised cost for 80,000 units
	Variance 
	Comments 

	Units 
	
	80,000
	80,000
	
	

	Selling price
	
	
	
	
	

	Revenues
	
	
	
	
	

	Variable costs:
	
	
	
	
	

	Materials
	3.5
	200,000
	280,000
	-80,000
	Favourable 

	Labour
	5.5
	320,000
	440,000
	-120,000
	Favourable 

	Overhead
	1.5
	120,000
	120,000
	0
	

	Contribution
	9.5
	1,360,000
	760,000
	600,000
	Unfavourable 

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	
	170,000
	170,000
	
	

	Insurance
	
	100,000
	100,000
	
	

	Fulltime warehouse supervisor salary
	
	35,000
	35,000
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Management accounting reports are used to plant, regulate, and make decision into the organisation (Research, 2017).Management accounting should develop the control reports in such a way that differentiate the problems. Management accounting should rank the problem on the basis of significance. These reports are used to control the management and accounting system (Johansson, 2018). These reports intend to spot the discrepancies from the budgeted performance of the organisation.
	Items
	Particulars
	Cost per unit
	Original budget (£)
	Flexed (£)
	Actual (£)
	Variances
	Comments 

	1
	Units 
	
	100,000
	80,000
	80,000
	

	2
	Selling price 
	25
	25
	25
	20
	5 UF
	Unfavourable 

	3
	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF
	Unfavourable 

	4
	Variable costs:
	
	
	
	
	
	

	5
	Materials 
	2.50
	250,000
	200,000
	280,000
	(80,000) UF
	Unfavourable 

	6
	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF
	Unfavourable 

	7
	Overhead 
	1.50
	150,000
	120,000
	120,000
	0
	 

	8
	Contribution 
	17
	1,700,000
	1,360,000
	760,000
	600,000 UF
	Unfavourable 

	9
	Fixed overheads:
	
	
	
	
	
	

	10
	Warehouse rental 
	
	200,000
	200,000
	170,000
	30,000 F
	Favourable 

	11
	Insurance 
	
	100,000
	100,000
	100,000
	0
	

	12
	Fulltime warehouse supervisor salary
	
	50,000
	50,000
	35,000
	15,000 F
	Favourable 

	Profit
	
	
	1,350,000
	1,010,000
	455,000
	555,000 UF
	Unfavourable
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First of all, the company has ever experienced such experiences in its journey. The journey of the company is nearly for 40 years. Till then the company fall in profit and growth depletion in 2020 and 2021. The world pandemic situation put the company at bay. As the world pandemic situation asked UK government to impose restriction on tourists’ movement, Amana Ltd could not improve sales volume during the lockdown. This was a shocking period for the hospitality industry, while UK government declared lockdown. The company could not make profits from selling product. It was notable that the potential customers of the company were mainly tourist in UK (ASARE, 2011). 
As the demand of the product in the market fell down due to highly restriction on movement, the company could not produce or sell the originally budgeted units of goods. It budgeted 100,000 units but could manage only 80,000. More importantly, the company could not sell the product at the budgeted price that intensified the company’s loss during the year. It budgeted selling price was £25 but Amana Manage to sell the unit at £20. In addition, the company, the increased in material and labour cost put the company at troubles. There was a great variance between the original budget and actual budget. 
Now the company should analyse the factors around the business. The company should determine what factors actually caused the demand fall. Now the company needs to revise the budget to keep the loyal customer stick to the company otherwise the company will lose its customers very soon.
World pandemic situation is considered as the macro environmental change in the market. So, the company alone can’t change the market environment. The material cot increased because demand increased due to lower supply. After that labour cost also increased as the labour could not move during the pandemic situation. Now the main task of the company is to keep the employee motivated and keep potential customer loyal with the company. Once the marketing environment got vivid again, the product demand will increase the supply of material will also increase in the market. More importantly, these product design needs to be redesigned to attract the customers to the company. As the variable cost was higher than the original budget to actual budget. The management of the organisation needs to consider the budgetary control to rein the increased amount of variable cost.
The flexed budget is expected to help the organisation to pursue the new opportunities and mollify the risk. Static budget could not control the unexpected cost in business operation. As the variance budget helps the company to take proactive action in gaining the business targets, the organisation should focus on the variance budget analysis. In this connection, the organisation should identify and mitigate the potential risk associated with the static budgeting techniques. 
 The business could think about on improving a website to sell their stock online in future. As we know, nowadays many customers attempt to use online shopping instead of visiting a store. The benefits are huge, especially during the Covid-19 times. Not many people want to visit busy areas in pandemic. They are scared because the virus spreads. In this case Amana Ltd has physical stores mainly in central areas of a city, for this reason many people won't visit it in pandemic. However, with the website, customers can order and receive the items by delivery to their home, where they feel safe. On the same note, the company could think about opening smaller shops. Something like a small caravan with souvenirs to be opened in smaller areas in parts of London is an idea, which can produce comfortability in customers to visit and buying the items. It really all depends on the company’s political terms and the believes.
There is a path to think about changing the country of manufacture, as the transportation costs probably a lot more than the actual production.  The material and labour cost should be calculated and compared to what other countries may offer. Quality and time are key in business as it attracts the customers overall review, which influences the company’s reputation. If Amana Ltd, finds a better solution in this the overall profit could be surprisingly better for such a small element of the industry it operates in. 
Finally, Amana Ltd needs to consider the salary of supervisors. The business industry that the company works in doesn’t need as much supervision, as construction for example. Thinking about cutting down the wage of supervisors could be key. Putting the cutdown to another sector, should be considered as something that could benefit the workflow. For instance, maybe giving a bit more to the labourers who are working in stores for a bit more motivation to work during the pandemic.
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i) Cost of setting up delivery network – £150,000
ii) Cost of upgrading current website to handle large volume of sales - £50,000
iii) Salary of a fulltime IT programmer - £35,000 per annum
iv) Based on market research, there would be guaranteed sales of 100,000 units annually


The business also has the alternative of selling their products directly on Amazon and would have to take the following factors into consideration when making this decision.
i) Amazon fulfilment fees - £50,000
ii) High levels of competition between Amana souvenirs and other sellers on these platforms – Guaranteed sales of 65,000 units on Amazon annually with the potential to increase depending on demand.
iii) Lack of control over pricing and return policy.

	No
	Cost of setting the business to sell the product through online

	
	Particulars 
	Cost of setting (£)

	1
	Cost of setting up delivery network 
	150,000

	2
	Cost of upgrading current website to handle large volume of sales 
	50,000

	3
	Salary of a fulltime IT programmer
	35,000

	
	
	

	
	Total cost
	235,000

	
	Based on market research, there would be guaranteed sale
	100,000

	
	Per unit Fixed cost
	2.35



Amana Ltd has been thinking to sell the product s online. The Company wants to close stores in Buckingham, Manchester city and Birmingham city. The company forecast that can make good number of sales if the company goes online. With the development of technology, the consumers started to depend on the online marketing. The company is thinking regarding two different pathways to enter online market. 
Amana company has observed that competitors are starting to sell products online. Thus, the competitors are taking the advantage of the technological evolution. For this reason, the Company is thinking to stop some physical stores. Basically, this thought is good for starting the online business. Online business incurs less infrastructure cost. For this reason, the company can make better position through online business. 50% of the sale of the company will be made through online. In order to sell the product through online, the company will have to incur with some cost. Business setting cost will be larger in setting delivery network.
i) First scenario 
In this scenario, the company will design products and sell them online. This is going to incur some costs. The total cost of the business setting 235,000 and per unit fixed cost is 2.35. the company can make per year sale volumes of (100,000*20) = 2,000,000. The annual fixed of the business is 235,000. The company can make handsome number of profits by setting the business itself. 
ii) Second scenario 
Second scenario of alternative reveals that the company is going to make a contract with the Amazon online based company. This company guaranteed that it could be able to sell nearly 65,000 units. So, the company can make profits around 1,300,000. This amount is significantly lower than the profits it could make by setting the online business by itself. In this connection, the cost of business infrastructure is lower. In this regard, the company should accept this this project because it would not incur much cost. Once the company can make good profits, then the company can switch on the project by themselves. Basically, the flexible budgeting is important to adjust the variance cost of the organisation. Once the marketing environment got vivid again, the product demand will increase the supply of material will also increase in the market. More importantly, these product design needs to be redesigned to attract the customers to the company. With the development of technology, the consumers started to depend on the online marketing. Once the company can make good profits, then the company can switch on the project by themselves.
Based on the per unit cost and performance of the organisation the company should go for the second option. On the other hand, the first one is preferable for the company because the first option will help the company to increase the sales volume in future. As the market demand of the organisation is high and the company image in the market is reputed the company should go for the first option.
The second option offers the company lack of control because Amazon will manage everything regarding the product. For this reason, Amana Ltd. should accept the option one and go for setting the infrastructure of the company to sell the product online. 
IT has been noted that the higher cost, the higher sale volume. Online business setting will incur more cost than the cost incurs in selling product directly on Amazon. Selling product to Amazon platform, this will incur smaller setting cost. IT programmer will incur cost £35,000 per annum. On the other hand, this additional will not incur in second alternative. After analysing the cost of the company, the company will be beneficial to the first alternative. The first option will help the company expand further in the Online business. As this business is well noted in UK and other marker, the company will be able to increase sale volume in future. On the other hand, selling product to Amazon is not viable because company reputation might be stained because product maintenance and marketing process will not be customised for the welfare of the company (Heim Varon, 2013). 
The management of the organisation should consider the variable cost in production, distribution. If the company decides to sale all the product to Amazon it will not incurs more promotional cost. On the other hand, if the company operates their business and sell the product it is going to incur the company more variable cost. 
The potential cash flow to the company needs to be considered before taking decision to sell the product the online based company to conduct the business from own infrastructure. As the company is well-known into the market, it will be beneficial for the company to produce and sell product from own company to last end users of the products. Basically, Amazon will promote their reputation by selling the product of the company. In this connection, the Amazon will not consider the reputation of the company during selling the products in the market. 
More importantly, market information could not be understood when the company will depend on Amazon in order to sell the product in the market. In order to establish a good and well-known brand in the market, the company should choose first scenario. 
[bookmark: _Toc87041677][bookmark: _Toc92207347]Conclusion
The managerial accounting is important for the organisation to understand the cost, profits. To understand the budget, the importance is managerial accounting is so high (Control of grinding plants by predictive multivariable neural control, 2002). An organisation should keep the transactions recorded in a proper way. This report talked about the actual budget, original budget, and variance (Kudryashova, 2021). 
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