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Accounting Management is one of the most important aspects of every business. Firstly, because it helps to maintain the business operations. For example, the accounting information will be used in budgeting and making relevant decision for the company development. Furthermore, it provided valuable information regarding potential losses and how the situation can be improved to overcome this challenge. In addition to that accounting data can be used to attract potential investors and expand the firm further. (Adler, 2018)
Amana LTD family-owned tourism business which sells souvenirs in various locations across England have been operating for forty years in the market. The business was developing successfully. However, because of the pandemic the tourism industry was affected so the organisation must apply strategies to survive. 
The body of the report is structured in two parts. First part will display three key aspects on Amana Ltd. First ﻿element is referring to preparation of control reports which show original, flexed, and actual budgets. Second will show calculations of key variances. Next, the decisions will be evaluated by using relevant costing. The second part of the report will discuss business operations and best available options that can be used to improve business profitability.  
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Control report will focus on calculating and analysing the original budget, flexed budget, actual budget and variances. Besides that, the performance of the company will be analysed, and it will discuss whether the costs behaviour is favourable or unfavourable for the company performance. Furthermore, steps to improve the situation will be provided. 
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Calculating original budget
Formula: 
	Original Budget= Variable Costs Cost per unit 




Variable costs:







Calculating Flexed budget

1. We use the cost card to flex the budgeted figures 

2. Scaling up variable items
	




Variable Costs 
	Materials
	

	Labour
	

	Overhead
	120,000

	Contribution 
	1,360,000






Calculating Profit 

	







(Original budget)




l profit (original budget)








Calculating variance 
	




1. Units   100,000-80,000=20,000
The variance is unfavourable because the units planned to be sold is with 20,000£ lower. 

2. Selling Price 25-20=5 
The variance for selling price is 5 which is unfavourable because the price decreased in actual budget. 

       3. Materials   250,000-280,000 =-30,000

The variance for materials is 30,000 which is unfavourable because the cost of materials increased in actual budget. 

       4. Labour 400,000-440,00=-40,000 

The variance for labour is 30,000 the behaviour is unfavourable for the firm because the labour costs increased in actual budget. 

        5.  Overhead 150,000-120,000=30,000
The variance for overhead is 30,000, the behaviour is favourable because the cost was reduced in actual budget. 

6. Contribution 1,700,000-760,000=940,000
The variance for contribution is 940,000 which is quite high, and it is unfavourable because the amount of earnings is reduced in actual budget. 

3. Warehouse rental 200,000-170,00=30,000
The variance for warehouse rental is 30,000 which is favourable for the company because the cost has been slightly reduced. 
 
4. Insurance 100,000-100,000=0
The variance for insurance is 0 which is a fixed cost, and it remains the same. It is not favourable neither unfavourable. 

5. Fulltime warehouse supervisor salary 50,000-35,000=15,000

The variance for warehouse supervisor salary is 15,000 which is favourable because it has been reduced in actual budget. 

        6. Profit 1,350,000-455,000= 895,000

The variance for the profit is 895,000 and it is unfavourable because it is lower than expected in original budget. 
Results 
	Items 
	Cost per unit 
	Original (£)
	Flexed (£)
	Actual (£)
	Variance (£)
	Behaviour 

	Units 
	100,000
	100,000
	                80,000
	20,000
	Unfavourable 

	Selling price
	
	25
	
	       20
	        5
	Unfavourable 

	Variable costs: 
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	30,000
	Unfavourable 

	Labour
	4
	400,000
	320,000
	440,000
	40,000
	Unfavourable 

	Overhead
	1.50
	150,000
	120,000
	120,000
	30,000 
	Favourable 

	Contribution 
	17
	1,700,000
	1,360,000
	760,000
	940,000
	Unfavourable

	Fixed overheads: 
	
	

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

	Insurance
	100,000
	100,000
	100,000
	100,000
	0
	Fixed

	Fulltime warehouse supervisor salary. 
	50,000
	50,000
	50,000
	35,000
	15,000
	Favourable

	Profit 
	1,350,000
	1,350,000
	455,000
	895,000
	Unfavourable 
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To analyse Amana’s performance PER method will be used. PER stands for point, explain and relate. (Adler, 2013) Based on scenario it can be seen that units in original budget are higher than actual budget which means that performance is affected, and the sales dropped. This is not a favourable behaviour for the company.
Amana’s performance decreased as the selling price reduced. 
· Point – Reduction in selling price
· Explanation – The selling price may determine a business success or failure. It should be enough to mark-up to pay current expenses and provide future growth. (Bragg, 2017)
· Relating to the scenario: Amana has reduced their selling price. It could have been done to raise brand awareness and enter a competitive market. (Collis, 2015)On the other hand, it is risky, and it requires gear up for mass productions and trigger increase in cost for operations. So, this strategy is not sustainable, and the price should be reviewed. 

Amana’s profit was affected by the increase in cost for materials. 
· Point: Increasing cost for materials 
· Explanation:  Increasing cost for materials is used a strategy to address potential impact from unstable global market. (Tracc Solution, 2020)
· Relating back to the scenario:  Amana Ltd has increased their cost materials in 2020. This may have been done because of higher input costs or it also can because of the current market which stimulates the prices to increase. However, increasing cost material it is not a sustainable strategy. This is a variable cost which means it must be reduced. 
The labor costs have been increased which is not beneficial for the firm. 
· Point: Increasing cost for labour 
· Explanation:  Increasing cost for labour it is a strategy to improve productivity. (Bantas, 2012) 
· Relating back to the scenario:  Amana Ltd has increased labour costs because of an increase in demand. Besides that, it could have been done because of an increase in minimum wage. It is not a sustainable strategy especially in this period and the cost must be reduced as much as possible. 
Amana’s performance slightly improved by reducing the variable overhead. 
· Point: Reducing cost for overhead 
· Explanation: Reducing cost for overhead is strategy to increase profit and reduce unnecessary expenses. (Benz, 2016)
· Relating back to the scenario:  Amana Ltd has reduced overhead it could have been done to increase the revenue. It is a sustainable strategy, and it should be maintained and regularly monitored. 
The contribution is reduced in actual budget 
· Point: Reduced contribution 
· Explanation: Low contribution suggests that there are challenges in operations, or these are not efficient. 
· Relating back to the scenario:  The contribution has decreased it can be a result of lowering the price. It is not a sustainable strategy, so the contribution should increase. 

Amana’s profit slightly increases as the two fixed overheads have decreased. 
· Point: Reducing cost for fixed overheads  
· Explanation: Reducing cost for fixed overhead is a good strategy to increase profitability as these costs are typically stable (Nickolas, 2019)
· Relating back to the scenario:  Amana Ltd has reduced fixed overheads, it could have been done to soar the profit. It is a sustainable strategy, and it must be reduced even more if possible. 

[bookmark: _Toc70352685][bookmark: _Toc70438380]2.3 Recommendations 
In order for the company to maintain high profitability it is recommended to revise the selling price. It is suggested to increase. The variable costs on the other hand should be decreased.  For example, the cost for materials has raised, Amana should consider the methods that can be applied to reduce the cost. For example, substituting lower cost materials where it is possible. Also, reduce waste, eliminate optional product features, and negotiate the costs with suppliers and choose the best option.  (Lewis, 2021)
Next aspect is increased cost for labour which is not effective. It is recommended to reduce this cost by using furlough scheme where applicable, introduce flexible working schedule, to review the hiring process and make sure the worker is effective and qualified.   (Ritchel, 2016)The strategy applied by Amana LDT to reduce the overhead costs is sustainable and it is suggested to keep this cost down. Similarly with some fixed costs such as warehouse rental and supervisor salary the costs were reduced which is beneficial for the organisation so these costs should be maintained low or even decrease further if possible. Another vital aspect is contribution, so it can be observed that it drastically decreased based on actual budget. It can be improved by increasing sale price, the efficiency of operations and reducing variable and semi-fixed costs. (Arnaboldi, 2015) 

To summarise, the financial situation of Amana LTD is worse compared to original budget. The calculations of original budget, flexed budget, actual budget and variances from control report demonstrate that there were applied strategies that harmful for organisation such as reducing the price, increasing material costs and labour costs. The higher costs for variable cost variance are mostly unfavourable for the firm and it should be reduced. Amana LDT could consider cost-cutting strategies such as substituting lower cost materials where it is possible. In addition to that, the waste could be reduced along with eliminating optional or unnecessary product features. Another important aspect for every business is to conduct negotiations related costs supplies and ensure alternatives are available at a better price.  (Lewis, 2021)
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Most of the business all over the world have been affected by the restrictions related to Covid-19. The small and large businesses have been and most still financially fragile and could not survive without external support such as business loans.  (Alexander W. Bartik, 2020) Travel restrictions had a negative impact on sales and profitability of Amana LDT as well. So, for the business to face the challenges along with changes in the market and operations, strict measures must be used such as cost-cutting or reducing the costs in order to maintain its position in the market and survive the crisis. Traveling still has many impediments even the restrictions slightly eased. The situation in many countries is still critical. (Livingstone, 2021)
 This section will discuss the option to move 50%of sales online and key factors that must be taken into account when making decisions. 
Based on calculations the strategy to move sales online is a good strategy. Firstly, because ethe total costs are much lower operating online in comparison with physical places as there are less expenses. The estimated profit is 1,765,000£ which is with 1,310,000 higher compared to profit from actual budget. So, Mr Amana should definitely consider selling online his products. 

(Alexander W. Bartik, 2020)
	Item 
	Cost (£)

	Units 
	100,000

	Actual selling price 
	20 

	Delivery Network 
	150,000

	Upgrading current website 
	 50,000

	IT Programmer salary 
	35,000

	Total costs 
	235,000

	Profit 
	1,765,000


Total Costs-235,000
Total Revenue -100,000X 20= 2,000,000
Profit 2,000,000-235,000=1,765,000 
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Mr. Amana has two options for selling online, one to use Amazon platform and second to create his own platform. Both options have the benefits and advantages however a decision has to be made and it important to consider all the factors, evidence and alternatives in order to make the correct decision for organization growth. 

The advantages of selling on Amazon include quick set up, increased sales due to brand reputation of Amazon and worldwide recognition. Kraynak discussed that Amazon provides access to discounted transportation.    (Kraynak, 2020) P.Danziger on the other hand mentioned that the commissions are high and the sellers may be forced to cut down the selling price because of the high competition.  (Danziger, 2018) The success of the business is marked by important factors such as customers review. The items may be deteriorated while transporting and that may lead to negative review and drop in sales. Besides that, the Amazon fulfilment fee is 50,000£ which is quite high and there is lack control over return policy. 
Creating own e-store can be very challenging mainly because of the market competition. Secondly, it may be difficult to reach higher groups of customs. Also, it may require high brand entity which requires investment, and it takes more time to promote it and attract potential clients. On the other hand, it provided flexibility in marketing and it build a stronger brand and it can be a very good investment for long term goals in digital era. 
Considering current situation an urgent recovery is required it is why Amazon marketplace can be one of the best options to solve short term goals.  It will help increase the profit and keep up with developments and competitors in the market. Also, based on scenario it is shown guaranteed sales of 65,000 units on Amazon and there is an assumption that this will increase depends on demand. Considering the expenses and potential income, the profit will be much higher which is a very good start for the company to survive in the market and gradually increase the profit. 

[bookmark: _Toc70438383]3.2 Recommendations 

Based on analysis of options It is recommended for Amana LDT to move 50% of sales online by using Amazon marketplace. This may help to increase sales in a short period of time. Also, the organisation may benefit from a quick set up and cheaper cost of operations. After a full recovery, Amana LTD could focus on creating its own e-store and generating traffic to increase sales and brand recognition. However, it is important to acknowledge that it takes more time so, this can be set as a long-term goal. 


As mentioned previously, Amana LTD has two main options for selling online, one to use Amazon and another to create its own e-store. Both options have the benefits and advantages.  For example, creating own e-store may be difficult because of time required to generate traffic and get a competitive advantage. On the other hand, it has possibility to build a stronger Brading. Selling on Amazon marketplace can be a good option to increase sales a short period of time as set-up is easier. However, there the Amazon fulfilment fee is 50,000£ which quite high. Nevertheless, the best option at the moment is Amazon as it has a guaranteed sale of 65,000 units which is convenient. 
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In conclusion, the financial position of Amana LTD is more critical compared to the initial budget. The estimates of the primary fund allocation, flexed budget, actual budget, and variances illustrate that implemented tactics are costly.   Amana LDT should consider cost-cutting approaches such as replacing high -cost materials with lower. Also, negotiating with suppliers and ensure more options are available at a more favourable price.  (Lewis, 2021)
Amana LTD has two opportunities for trading online. First is selling its products on Amazon. The second is to build its e-store. Both options have advantages and disadvantages. The organisation could create its e-store, but it may be complicated because of the time needed to generate traffic. On the other hand, selling on the Amazon marketplace can be an excellent option to boost sales quickly. However, there is an Amazon fulfilment fee that must not be ignored.
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