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[bookmark: _Toc87457156]Introduction
To be profitable as businesses move into the digital age, real-time decision-making and planning will become more important. Managerial accountants use a variety of technical skills and analysis methodologies to create accurate financial accounts, forecast future expenditure, and uncover cost-cutting options. Control reports, also known as management tolls, play a vital function in management accounting since they aid in the conversion of medium-term plans into short-term objectives and goals. A budget report is created to show how actual outcomes relate to the figures that were budgeted (Weigel and Hiebl, 2018). The budget report is used by management to detect sales or costs that are not in line with expectations so that the discrepancies may be investigated. Management can determine whether any action is required by analysing the variations. The report will include control report showing flexed budget, original budget, and variances. Then it will outline Amana’s performance during based one the control report prepared. Finally, it will investigate Mr. Amana's choice to go online and offer advice on whether they should open their private online marketplace or trade via Amazon. 
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[bookmark: _Toc87457158]Task 1 Control Report
Budgetary control is the process of generating various real outcomes for a company based on budgeted numbers for the future and predetermined criteria, then comparing the budgeted figures to actual performance to identify any variances. First, budgets are made, and then actual results are presented (Alsharari, 2019). By assigning objectives to various divisions, budgetary control offers a tool for monitoring management performance. Budgeted objectives are compared to actual performance, and variances are calculated. Each department's performance is reported to upper management. This technology allows for the implementation of management by exception. 
By comparing planned and actual information, management will be able to discover irregularities and take remedial action at the right moment. Budgetary control is a continuous process that aids planning and coordination (Horngren et al., 2019). It contains a control mechanism as well. The end-result of budgeting is budgetary control. 
Flexed budget: A corporation creates a budget for the shortest time period feasible so that management may identify and correct problems before they have a significant impact on the company. Companies frequently develop flexible budgets to accommodate for real sales and costs deviating from anticipated sales and expenses, allowing budgets to adjust with future demand. A flexible budget is one that is based on varying sales numbers (Alsharari, 2019. This flexibility enables management to foresee how the budgeted figures will appear at various sales levels. Flexible budgets are created at the end of each analysis session (typically monthly). 
A static budget is one that is created for a certain time period and is based on a particular level of production. Static budgets encompass the master budget and all of the budgets that make up the master budget. As a way of evaluating firm performance, actual results are compared against static budget numbers. However, because variable expenses should follow production, which should follow sales, this comparison may be like comparing apples to oranges (Weiskirchner-Merten, 2019). As a result, comparing actual expenditures to anticipated costs may not offer a clear measure of how well the firm is fulfilling its objectives if sales differ from what is budgeted. 
Variances: In the context of budgetary control, variance refers to the difference between actual and planned (Flexed) revenue and spending (Anessi-Pessina et al., 2016). Management can determine whether any action is required by analysing the variations. Positive variances are typically positive, while negative variances are typically negative. Some textbooks label budget reports with the letter’s "F" for "favourable" and "U" for "unfavourable" following the deviations to emphasize the kind of variance. A variety of variables might explain the disparity between budgeted and actual expenses. All deviations must be tracked down to their root cause. Because the budget holder must be informed of when corrective action is necessary, this method is crucial for effective budgetary control. Variances can be positive or negative, indicating either excessive or insufficient expenditure or earnings. 
For preparing control report, we have to done some calculation.
[bookmark: _Hlk87447421]Working (1)- Sales calculation:
[bookmark: _Hlk87447556]Actual sales: (80000*20) = £1600,000
Flexed sales= (80000*25) = £2000,000
Working (2)- Material cost:
Flexed budget = (80000*2.5) = £200,000
Working (3)- Labour cost:
Flexed budget = (80000*4) = £320,000
Working (4)- Overhead cost:
Flexed budget = (80000*1.5) = £120,000
Table 1: Amana ltd 
Control Report (Monthly)
	Particulars
	(1) Actual Budget
	Revenue and Spending Variance (1) – (2)
	(2) Flexed Budget

	Units (Working-1)

	80,000
	
	80,000

	Sales 

	£1600,000
	£400,000 (U)
	£2000,000

	Variable Expenses:
	
	
	

	Materials (Working-2)
	280,000
	80,000 (U)
	200,000

	Labour (Working-3)
	440,000
	120,000 (U)
	320,000

	Overhead (Working-4)
	120,000
	0
	120,000

	Contribution
	760,000
	600,000 (U)
	1360,000

	Fixed overheads:
	
	
	

	Warehouse rental
	170,000
	30,000 (F)
	200,000

	Insurance
	100,000
	0
	100,000

	Fulltime warehouse supervisor salary
	35,000
	15,000 (F)
	50,000

	Net Income
	£455,000
	£555,000 (U)
	£1010,000



[bookmark: _Toc87457159]Task 2 Amana’s Performance Report
When the actual results are compared to the flexible operating budget, several inefficiencies in the cost of products made section are revealed. In comparisons like this, many firms do not include their beginning and ending inventories in their flexible operating budgets because the number of units produced equals the number sold. Instead, the flexible operating budget may reflect the actual number of units sold multiplied by the predicted unit cost of direct materials, direct labour, and manufacturing overhead (Atrill and McLaney, 2018). This budget includes real expenditures for direct labour, direct materials, and manufacturing overhead in addition to the number of units sold. Each line item in the flexible budget will be reviewed separately. 
Amana’s performance during the year 2020: 
Unit price: The estimated selling price per unit is £25, based on the data from the budgeted report. The actual selling price is £20 per item. As a result, the variance is unfavorable. 
Sales: The initial budget predicted that 100,000 units would be sold at a price of £25 each. The units changed to 80,000 units and the real selling price is £20 in order to prepare the flexible budget.  The current disparity is attributable solely to pricing and unit differences. As a result, the variance is unfavourable, and management is aware that the units were sold for less than the £25 projected selling price. 
Variable and fixed expenditures were included in the initial budget for selling expenses. The two variable costs must be adjusted in order to determine the flexible budget amount. 
Variable Expenses: Using the information in the budgeted report, the total variable cost to create 80, 000 units is projected to be £640,000. The actual variable cost to produce 80, 000 unit is £800,000. The variance suggests that overall expenses (materials, labour, and overhead) are greater than anticipated. As a result, the variation is unfavourable. 
Fixed costs: Using the information from the budgeted report, the total fixed cost for producing 80, 000 units is projected to be £350,000. The actual fixed cost to produce 80, 000 unit is £305,000. The variances implies that total costs (Warehouse and Warehouse rental) are lower than expected. As a result, the variance is favourable. 
Net Income: As the amount for each line on the report changes, so does the total net income. In this case net income, variance is mostly due to reduced revenues compared to increased fixed and variable costs. So, the variance is unfavourable.
[bookmark: _Toc87457160]Task 3 Recommendation on areas of improvement
Mr. Amana, as the owner of a tourism firm, is having some issues running his business since the government has set various regulations on travel. However, there are several places where the cost structure may be improved. Some recommendations have been made based on the report in the previous section: 
· They should make an effort to expand sales by taking advantage of the present market potential of going online. People are growing bored during the lockdown and want to beautify their homes or buy anything to improve the attractiveness of their homes. As a result, they should begin to promote their items online. 
· Because company operations haven't yet returned to normal, they can hire some laborers directly to create the memento in a skillful manner and negotiate a price with them. 
· This organization's material costs have increased. They require various goods that can be sold, as well as supplies to produce such souvenirs, because they are selling tourist souvenirs. They should develop a strategic connection with their products supplier, such as signing a contract with a set price so that they can handle price fluctuations in the event of material shortages (Bromwich and Bhimani, 2020). 
· The company can do supplier vetting to determine whether suppliers provide high quality at a reasonable price. Following the vetting, they may compile a list of suppliers and contact them for a commercial arrangement, which will benefit the company in the long term (Zor et al., 2019). 
· As a result of this position, they may be able to reduce warehouse rent. More inventories do not need to be stored up due to lower sales. So, for the time being, the organization can decrease this rental expenditure or lower it a little more than it is now. 
· Some administrative and selling expenditures are included in overhead costs. They can minimize some administrative costs because they are producing less sales. We can observe that overheads have been incurred in accordance with budget, implying that they have incurred this expense even during lockdown. As a result, they may devise a strategy for reducing overhead costs, at least in the event of a pandemic. 

[bookmark: _Toc87457161]Part B
The tourism industry, like other businesses, has sought alternate means of operating after becoming infected with the pandemic. Competitors of this company have also shifted to using the internet to do business, whether selling or marketing, in order to attract clients' attention (Hansen et al., 2021). This organization can also go online, and it has two options for doing so. This group does have a website; however, it is just used for contacting people and not for anything else. As a result, the company may sell and market its items online, either through its own online business site or through Amazon. Let's have a look at both options before making a decision. 
[bookmark: _Toc87457162]Cost-benefit analysis 
Option 1 - Set up their own online shop
If the company wishes to sell items through its own website, it will have to pay for delivery, network upgrades, and an IT programmer's salary in addition to the previously listed variable and fixed expenses. In the event of variable and fixed costs, the actual amount of cost will be assessed. 
Total variable cost (Per unit) calculation:
	Particulars
	Costs / No. of units
	Per Unit cost

	Materials
	(£280,000/80,000)            
	3.5

	Labour
	(£440,000/80,000)               
	5.5

	Overhead
	(£120,000/80,000)           
	1.5

	Total variable cost (Per unit)
	[bookmark: _Hlk87449796]£10.5



So, Total variable cost for 100,000 unit= (100,000*£10.5) = £1050,000
Total Fixed cost calculation:            
	  Particulars
	Amount

	Rent  
	£170,000

	Insurance 
	£100,000

	Supervisor salary 
	£35,000

	Set up Cost of delivery network 

	£150,000

	Upgrading Cost of current website 

	£50,000

	Salary (IT programmer)

	£35,000

	Total fixed cost 
	£540,000


                                          
So, Total cost = £540,000 + £1050,000= £1,590,000
Total Sales/Revenue = (100,000*20) 
         = £2000,000.
So, if we take into account all of the fixed costs, the overall profit from this choice will be £410,000. (2000,000-1590,000). So, when we evaluate the past fixed costs that are incorporated in the new internet business, we can see that the cost is rather substantial. Assume that the cost of rent and the income of the supervisor are connected to the branches that will be closed. The fixed cost will thereafter be £1385,000 (1,590,000-170,000-35,000). The gain will be £615,000 if we account the salaries and warehouse rent of those branches (2000,000-1385,000). 
Option 2 - Sell on Amazon
Amana Souvenir also offers an online shopping option through Amazon. Like option 1, we will analysis, both considering salary and rent as a relevant cost and without considering them as relevant.
Total Variable cost = £10.5
Total Fixed cost= (Fulfilment fees + Insurance) 
  = (50,000 + 100,000) = £150,000.
Total Revenue = (65000*20) = £1300,000
Total benefit = (£1300,000 – £150,000) = £1150,000.
We can see from the above cost-benefit analysis that if just two fixed costs are included, a profit of £1150,000 will be generated. If we consider those rent and supervisor salary, then the benefit will £945,000 (£1150,000.-170,000-35,000). So, if the appropriate expenditures (salary and rent) are taken into account, a profit of £945,000 will be generated. 
[bookmark: _Toc87457163]Cost-Volume-Profit analysis
Option 1 - Set up their own online shop
Let's assume that rent and wage are connected to the cities of Brighton and Birmingham in this analysis. As a result, these expenditures will be removed from this CVP analysis. 
Total Fixed Cost = 335,000
Total variable cost = 10.5(per unit)
Total selling price = 20 (per unit)
Break-even point (Unit) = Fixed cost/ (Selling price per unit -Variable cost per unit) 
    = 335,000/ (20-10.5)
    = 35,263 (unit)
So, if Amana souvenir wants to cover its whole cost, it must have sold 35,263 items, and we know that it can sell 100,000 units per year if it goes online after performing market research. As a result, the contribution margin unit for this option will be 64,737 (100,000-35,263), and the amount will be 6,15,000 (64,737*9.5). Some points can be noted from option 1 are:
· According to the market condition, Amana souvenir may sell 100,000 pieces online if it utilizes its own website. 
· We didn't include salary and rent expenses in our cost-benefit analysis because Amana will close three of its branches if it launches its business online, and we assumed that those costs would be associated with those branches. 
· After taking into account just the essential expenditures, it is clear that Amana can profit from this choice after covering all of its charges. 
Option 2 - Sell on Amazon
Total fixed cost (without rent and salary) = 150,000 
[bookmark: _Hlk87456933]Total variable cost = 10.5 (per unit)
Total Selling price = 20 (per unit)
Break-even point (Unit) = Fixed cost/ (Selling price per unit -Variable cost per unit)  
   = 150,000/ (20-10.5) 
   = 15,789 units.
As a result, the contribution margin unit will be (65,000-15789) 49,211 if Amana chooses this option. If the two expenditures are taken into account, 
Break-even point (Unit) = 355,000/9.5 = 37,368 units. 
As a result, the contribution margin units total 27,632 units. There are a few things to keep in mind with this option: 
· We all know that Amazon is an online marketplace where individuals may choose, pick, and ignore products. As a result, if Amana does not provide distinctive items, it will be unable to compete with its competitors. 
· Amana must contend with a number of competitors on Amazon, and it must develop a number of items in order to compete on this market. 
· Amana will have little influence over the pricing structure because Amazon will be in charge of it, and they will also have to adhere to Amazon's return policy, which may or may not be possible for Amana
· Sales will rise in response to market demand, and in order to raise market demand, they may have to spend money on ads. And, in order to stand out, its labour cost may be expensive. 
[bookmark: _Toc87457164]Recommendation
Users do not have total control over the resources built into platforms like Amazon, Twitter, Facebook, and Group On, hence they are referred to as "rented" platforms. When business owners, on the other hand, utilize their own website, mobile app, or email list to market their company, they are promoting on "owned" platforms – platforms over which they have total control (Cescon et al., 2019). As a result, "rented" platforms are by far the best alternative for businesses that are just starting started and want to swiftly access a big pool of potential consumers. However, although adopting "rented" platforms may provide a firm with access to a huge number of people, it will also limit its engagement with those individuals to within the network. 
We conducted two analyses for each option to get comfort regarding benefit earning, and using CVP, we can determine what should be the minimum sale for each option when all fixed and variable costs are included. 
Option 1 has a larger fixed cost because Amana ltd will have to build its own internet business and, as a physical store, it will not have any online tools to begin with. As a result, all costs associated with hiring an IT specialist to assist with the upgrade process will be payable. On the other hand, if it uses Amazon as an online platform, it will incur lower costs and have a lower number of sales than if it had its own website, but the benefit will be greater than option 1. 
[bookmark: _Toc87457165]Conclusion
Budgetary management is a critical strategy for every business to build a budget for future operations. It allows businesses to make better use of and manage their resources. As a result, the budgetary regulation's efficiency is determined by the expected supply and quality. In order to thrive in a changing environment, such as the Corona Pandemic, Amana ltd must adopt a dynamic budgeting methodology. It must be prepared for such circumstances. Budgeting is a critical component of an organization's performance since it aids in determining the organization's operating costs, which are required to stay afloat in the market. 
As the globe begins to cure itself, businesses such as tourism, which have been severely harmed by the circumstances, will reclaim its prosperity. As a result, the business should strengthen all cost management-related areas so that, whenever things return to normal, it can get back to work instead of wasting time on cost management. 

[bookmark: _Toc87457166]References
Alsharari, N.M., (2019). Accounting changes and beyond budgeting principles (BBP) in the public sector. International Journal of Public Sector Management.
Atrill, P. and McLaney, E., (2018). Management accounting for decision makers. Pearson Education.
Anessi-Pessina, E., Barbera, C., Sicilia, M. and Steccolini, I., (2016). Public sector budgeting: a European review of accounting and public management journals. Accounting, Auditing & Accountability Journal.
Bromwich, M. and Bhimani, A., (2020) Management accounting: Pathways to progress. Cima publishing.
Cescon, F., Costantini, A. and Grassetti, L., (2019). Strategic choices and strategic management accounting in large manufacturing firms. Journal of Management and Governance, 23(3), pp.605-
636.
Hansen, D.R., Mowen, M.M. and Heitger, D.L., (2021) Cost management. Cengage Learning.
Horngren, C.T., Sundem, G.L., Stratton, W.O., Burgstahler, D. and Schatzberg, J., (2019) Introduction to management accounting. Upper Saddle River, NJ: Pearson Prentice Hall.
RS, R.K. and Atkinson, A.A., (2019) Advanced management accounting. Prentice-Hall Inc.
Weigel, C. and Hiebl, M.R., (2018) Beyond budgeting: review and research agenda. Journal of Accounting & Organizational Change.
Weiskirchner-Merten, K., (2019) Interdependence, participation, and coordination in the 
Zor, U., Linder, S. and Endenich, C., (2019). CEO characteristics and budgeting practices in emerging market SMEs. Journal of Small Business Management, 57(2), pp.658-678.

