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[bookmark: _Toc70202189]Introduction
Accounting in terms of the perspective of the management level is a vital part to enforce the developmental budget and to control the costs associated with the business. The account management holds an important position for the planning for business expansion or to maintain a sustainable business strategy by analysing the overall cost and revenue which is pointed by the budget of a certain organization. The higher management authority also get the clarity regarding the performance of the business and they can enforce their vision as per the requirement of the company in that way (Heald and Hodges, 2020). In this particular paper, the budget of Amana limited, an English tour souvenir sales company, will be analysed as per the standard market and then a performance report will be based on that analysis in order to create an optimal development plan for the CEO of the company as required in the paper. The paper will also be critically discussing the aspect of e-commerce entry of the business through different way, i.e. standalone or Amazon platform based, and measuring the best way to do so. 
[bookmark: _Toc70202190]Part A
[bookmark: _Toc70202191]Detailed Monthly control report
[bookmark: _Toc70202192]Original budget
The original budget is the proposed budget of a firm developed as the base of the operation for a particular timeframe. The figures are often assumed based upon the growth of the business and previous records. The following is the original budget for the company in question.
	Particulars
	Amount(£)

	Sales
	2500000

	Variable costs:
	

	Raw materials
	250000

	Labour costs
	400000

	Overhead costs
	150000

	Contribution
	1700000

	Fixed Overheads:
	

	Warehouse Rental
	200000

	Insurance
	100000

	Fulltime Warehouse supervisor salary
	50000

	
	

	Total profit
	1350000

	
	


Table 1: Original Budget
(Source: as created by the researcher)
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Flexible budget or flexed budget, as the name suggest is a type of a budget which is flexible and changes according to the business operation cost and revenue of the company. While the fixed original budget is uphold the overall picture of the financial condition (Jiambalvo, 2019), the flexible budget is more helpful for the organization to regulate the costs and the revenue so that the profits can be increased. This type of budget is basically dependent on the variable costs associated with the business operations and the sales adjustments can be done from this.
	Flexed Budget

	Particulars
	April
	May
	June 
	July
	August
	September 
	October
	November
	December
	January
	February
	March
	Total

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales (£)
	19985
	97350
	231750
	329900
	248700
	312600
	342055
	317045
	0
	0
	0
	521475
	2420860

	Variable costs:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Materials (£)
	23420
	13820
	22450
	15100
	8390
	18780
	51200
	148000
	0
	0
	 
	20045
	321205

	Labour (£)
	20150
	12105
	48650
	52345
	14200
	10200
	12780
	55215
	0
	0
	0
	15066
	240711

	Overhead (£)
	2420
	52535
	22350
	52325
	4750
	67990
	43636
	13500
	 
	 
	 
	475025
	734531

	Contribution (£)
	-26005
	18890
	138300
	210130
	221360
	215630
	234439
	100330
	0
	0
	0
	11339
	1124413


Table 2: Flexed budget
(Source: as created by the researcher)
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Variance of the budget is the difference between the assumed budget and the actual budget at the end of a year (Auerbach et al., 2020). This is an important parameter to identify the deficiencies in the business operation where improvements might be required depending upon the component where the deficiency is seen. The following table shows the variance in the budget for Amana limited.
	Variances 

	Particulars
	Original Budget (£)
	Actual budget (£)
	Variances (£)
	A/F

	Sales
	2500000
	1600000
	900000
	F

	Variable costs:
	 
	 
	 
	 

	Materials
	250000
	280000
	-30000
	A

	Labour
	400000
	440000
	-40000
	A

	Overhead
	150000
	120000
	30000
	F

	Contribution
	1700000
	760000
	940000
	F

	Fixed Overheads:
	 
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000
	F

	Insurance
	100000
	100000
	0
	N/A

	Fulltime Warehouse supervisor salary
	50000
	35000
	15000
	F

	 
	 
	 
	 
	 

	Profit at the end of the year
	1350000
	455000
	895000
	F


Table 3: Variances in the budget
(Source: as created by the researcher)
[bookmark: _Toc70202195]Detailed performance report of the company in 2020
The story which can be found with respect to the budget analysis of the said firm is not an exceptional case given the worldwide corona pandemic and the lockdown enforced by the different countries. It should be further clarified that the company’s performance was deeply impacted by the economic slowdown experienced in a majority of the economic sectors which furthermore pulled the sales back. The effects of the closure of the stores during the holidays and the festival seasons can be also stated as one of the hindrances of the business operations. It can be seen that the holiday season in the spring was affected in England and the company could not crank up the sales as expected earlier. In the lockdown period of December 2019 to February 2020 it was seen that the sales were completely shut down and the company faced serious losses due to the constant costs and the zero operational revenue earning (Kamau, Rotich and Anyango, 2017). Here the flexed budget did serve the purpose of pointing out the total month by month scenario during that timeframe. 
In the case of the original budget and the actual budget it must be pointed that there is a huge difference between the anticipated and the real outcome of the business operation of the earlier year. The detailed analysis of the budget sheets shows that the quantity of the sales and the unit price both went down heavily and resulted in a much lower revenue. Furthermore the cost of raw material and labour went higher than expected per unit even if the production and sales were less. This might be explained through the usage of the economies of scale as the bulk manufacturing were not seen hence the prices per unit went up. But in certain case like the overhead cost wan somewhat lower than expected which made up for the other higher costs. These drastic downfall in the certain aspect of the business as well as the pandemic resulted in a huge reduction in the actual profit which is £455000 and lower than the estimated £1350000 of the original budget. The trend, which has been observed in the budget, points at the increase in the operational cost of the business to a great extend compared to the increase in profits (Rokhman, 2017). Although the general costs are growing which might indicate that the business has the potential expanding ability but the sales is obstructing that. On the other hand some fixed cost has been lower so there is enough room to maximize the profit, given better sales in the upcoming time. 
[bookmark: _Toc70202196]Recommendation for Improvement
The recommendations for the company might be explained in the following parts:
Firstly, the company, as seen in the budget analysis, has done poorly in terms of the total sales. While it might be asserted that the sales have dropped primarily due to the pandemic and economic slowdown but it must also be noted some businesses in the same period took the advantage of other means of business and have done significantly well. The company must adapt such ways where the people, in the post-lockdown scenario can be freer while arranging the tour in the new normal. This will also bring up more chances to increase the business as well as make the new normal condition much better. Sales strategies like using the no contact payments, virtual ordering will also be a vital part. Moreover, marketing through the virtual space i.e. e-commerce can be useful in this regard. Integrating the sense of safety in the business operation will be truly a factor in the current situation which can increase or decrease the sales (Spraakman, 2020). So the CEO must intervene in this matter and ensure safer business operations.
Secondly, as seen in the budget and the trend regarding the increase in the costs of the labour and the rea material in the production processes, these must be controlled in such a manner that the profitability can be efficiently increased. The pandemic has slowed down the economy as it is evident form the economic reports so the company must focus upon creating a financial account which can possibly safeguard the company from the upcoming adverse situations (Abdusalomova, 2019). To manage the costs a detailed analysis of the budget from the earlier years can be taken into account and then it might be turned into a potential guide to ensure the efficient usage of the resources to address the underutilization of the resources. Keeping track of the current data and comparing with the historical budget data can be done and this will prevent over spending and keep the ration of cost and profit right.
[bookmark: _Toc70202197]Part B
[bookmark: _Toc70202198]Online sales and related mode of operations available 
Online business has become a major part of the modern organizations. The company in question has also seen a transition of the prevalent competition towards the online marketplace. As per the mentioned data, the company has considered the option of closing a number of the shops in some of the particular locations and then channelize the remaining resources to those particular points which have a strategic advantage in the physical business operation. But along with the decision to go online, several trade-off factors and some of the advantages and disadvantages of the way to go online has been seen. The detailed comparison of the two ways, i.e. via amazon platform or setting up a standalone website is noted below:
	Cost of setting up delivery network
	£150000

	Cost of upgrading current website 
	 £50000

	Salary of a full time of IT programmer
	£35,000 per annum

	Total costs
	£235000

	Per year sales quantity
	100,000


Table 4: Cost estimate of standalone website
(Source: as created by the researcher)
In the cost estimate of the standalone website creation and the transition to the online mode of business, the main cost that is evident from the given table is the cost of infrastructural development of the delivery network as the customers will have to be served at their door step. The network must be a rigorous one and it must be tested to work efficiently otherwise the whole concept might not work (Abdusalomova, 2019). On the other hand there is a big cost of upgrading the current website to meet the expectation of the user experience and the ease of shopping online. Finally, there is also the cost of hiring a full time IT expert who will be in charge of the whole system for better maintenance and system development. The total investment, although is a big amount, can provide a good return as the reports have shown that with appropriate research the sales quantity can go as high as 100,000 units in a year which is even greater than the sales number of the physical store and can prove to be a good investment.
While at it, the option of selling the products through amazon could be a luring option as the costs associated with that option is much less at a mere £50000. The option can definitely seem viable considering the low entry scale and the attractive chance to use the network of such a big company. Through this deal of partnership as a seller, the company can have the advantage of expanding the brand image to the masses and expanding the volume of the business as well in newer geographical location (Kostyukova et al., 2018). The size and reach of the company like amazon will be playing a vital role here. The agreement also confirms at least 65000 units sale per year which might also increase in future. While all these factors are in favour of the amazon agreement, som question can negate the situation. First of all, the company will be losing the ability to regulate the prices which is operated by Amazon thus the profits will be limited by this barrier. Moreover, the company might face competition from the other brands as Amazon has such agreements with other companies too.
Hence, the topic of selection among the two solely becomes a factor of trade-off and specific advantages. It can be seen that while the establishment cost of amazon less but the disadvantage of getting lesser chances of financial expansion is a vital factor which will be driving the company towards a more standalone approach (Charifzadeh and Taschner, 2017). It will also be beneficial for the company in the sense that it will be having more control over the business operations and thrive better in growth over the years as per the customer base and brand value.  
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Importance of costs and the profits associated with the different sales platform is a driving factor which helps to decide the way to go in this case. It can be seen from the above discussion that while the costs associated with the Amazon platform is very nominal considering the sales of 65000 units yearly which might also grow in future, the disadvantages especially in terms of profit maximization is very much. On the other hand the company owned e-commerce site will be costly to build and maintain but here the scope of controlling the prices and room for profit will be more, combining it with the opportunity to sell 100,000 units per year with a efficient research makes the case in favour of the company owned website stronger (Heald and Hodges, 2020). A bonus point to note in favour of the standalone website is that the brand image and value will both be increased at a good rate and that cannot be valued in terms of money.   
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It is evident from the discussion above, that the company is question has seen some serious downfall in the business operation as well as the inefficient planning in certain sector due to the pandemic situation. But the decision of taking the business online as per the current transition of the business is brilliant and well thought step indeed. The company might be able to find its old position in the market and expand too. But while selecting the way of going online they must be focused on the long term effect rather than the costs. In that area, as the discussion shows, a company owned website will provide better sales and result in the long run. 
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