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Executive summary
Budget and budgetary control in management accounting helps to determined efficiency on an organisation. This above study comprises management accounting performance of Amana Ltd by making budget and budget variance report. Analysing control report of this organisation, a financial performance report has been made comprehensively. Moreover, this study analyses relevant costing to implement new strategy of selling product online.
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[bookmark: _Toc69486128]Part A 
[bookmark: _Toc69486129]Introduction
Budget and budgetary control report has a significant role to evaluate business performance in an organization. In addition to this, it helps to achieve organisational objectives through implementing financial planning in a proper way. In this report, case study of Amana ltd is analysed to measure performance of this organization by their monthly budget and budget variances. Moreover, this report provides recommendations to improve business efficiency by addressing financial risk for this organization. 
[bookmark: _Toc69486130]i) Monthly Control Report 
Monthly control report is used to show business performance of an organization to show effectiveness of financial management of this company. Budget and budget variance is one of the most common financial tools used to measure business performance and organizational efficiency by implementing financial information. In this context, monthly control report of Amana ltd shows their business performance and for representing year to date (YTD) budget spending each expenditure by considering cost allocation. 
	In the books of Amana Ltd

	Control Report showing original budget, flexed budget and variance

	 Particulars 
	 original 
	 Actual 
	 Variance 
	 F or U
	 Variance(%)

	 Units 
	  100,000.00
	      80,000.00
	 
	 
	 

	 Total sales 
	 £ 2,500,000.00
	 £ 1,600,000.00
	 £ 900,000.00
	 U
	-36%

	 Variable Cost 

	 Material 
	 £    250,000.00
	 £    280,000.00
	-£   30,000.00
	 U
	-12%

	 Labour 
	 £    400,000.00
	 £	440,000.00
	-£   40,000.00
	 U
	-10%

	 Overhead 
	 £    150,000.00
	 £    120,000.00
	 £   30,000.00
	 F 
	20%

	 Contribution
	 £ 1,700,000.00
	 £    760,000.00
	 £ 940,000.00
	 U
	55%

	 Fixed Overhead 

	 Warehouse Rental 
	 £    200,000.00
	 £    170,000.00
	 £   30,000.00
	 F
	15%

	 Insurance 
	 £    100,000.00
	 £    100,000.00
	 £            	-  
	 F
	0%

	 Full Time Warehouse supervisor Salary 
	 £      50,000.00
	 £      35,000.00
	 £   15,000.00
	 F
	30%

	 Total cost (fixed + variable ) 
	 £	1,150,000.00
	 £	1,145,000.00
	 £     5,000.00
	 U
	0%

	Profit
	 £	1,350,000.00
	 £   	455,000.00
	 £ 895,000.00
	 U
	-66%


This above table represents a monthly control report of Amana limited which represents that it has estimated profit of £ 13, 50,000 but it actually incurred profit of £ 455,000. This indicates non- performance of the budget and budgetary control of this organization. In addition to this, this budget report shows that this organization has no cost control in their cost allocation. Management has failed to maintain their budgeted amount in every aspect of business operation. Their budget sales unit was 100000 but in actuality only 80000 units, which incurred less profit in this organisation. According to Foster (2018), non performance of budget can lead to disruption for an organisation and this situation threatens the organisation’s sustainability. Analysing variance of Amana ltd, it can be stated that, this most of elements of cost is unfavourable. For variable cost, it shows that, there is no control in their direct expenses such as, it was estimated that material cost would be consumed 2,50,000 pounds but in actual, it incurred expenses 2,80,000 pounds which is unfavourable for this company. In addition to this, it was estimated that Labour cost would be consumed £ 4, 00,000 but in actual it incurred 4, 40,000 which is also unfavourable. Analysing sales variance of this organization, it is interpreted that sales volume shows a negative variance of -36%. Overall performance of this budget indicates negative implication of all components of cost and income which affects their profitability.
[bookmark: _Toc69486131]ii) Financial Performance Report 
In the basis of the above monthly control report of Amana Ltd, it represents the non-performance of financial management as well as financial resources.
Variance in profit 
Monthly control report shows that there was an estimated value of profit worth £1,350,000.00 but it actually generated a profit value of £ 455,000.00. It causes negative variance of -66% which indicates non-performance of budget planning. This organization has failed to generate desired profit and also failed to achieve their financial objective. It may threaten their sustainability in this competitive market as well as it may increase the risk of insolvency. 
Variance in sales volume 
 Control report shows that management of Amana ltd expected to sell 1, 00,000 units of their products but this organization failed to achieve their sales unit. At the end of month, it only achieved to sell 80,000 units of production which causes lesser revenue from sales volume. Variance report shows that there is a 36% difference in planned data and actual data. Management has failed to implement their budget planning in an effective way and in this case non-performance of financial resources is addressed through this report. 
Variances in Contribution
The estimated value of contribution was £ 17, 00,000 but it only shows there is only £ 7, 60,000 in both ends. Since, three is decrease of sale volume unit and increase of variable cost; it caused lesser contribution as well as profit. According to Pilego et al (2017), less contribution indicates lees profitability of an organization as it directly affects the whole marginal costing process of this firm. Contribution plays crucial role to gain more profit for an organization. Amana ltd has failed to achieve their desired contribution and it directly affects their financial structure. In this case, non-performance of management is also shown as this company does not achieve their financial goal.
Variance in Variable cost
[bookmark: _GoBack]Analysing the control report of Amana Ltd, it is represented that there are no cost control techniques to avoid cost. For direct costs such as material, labour and overhead, this company has exceeded their budgeted limit which is unfavourable for this company as it minimizes profit. Non-performance in allocating cost is shown in their management and it causes organizations to not achieve their financial objective.
Variance in fixed cost 
Amana ltd has control for incurring fixed expenses which indicates that management has effectively estimated their budget planning in fixed overhead allocation. Analysing variance report to address risk in incurring fixed cost, it is shown that, there is no major difference in planned budget and actual budget. In this case, financial performance is very effective and management has played a crucial role to follow their budgeted estimate in order to control fixed expenses. 
Variance in total cost 
Control report shows that, for 1,00,000 units, the management has estimated a total cost of  £11,50,000 but in actuality, management has spent  £ 11,45,000 for only 80,000 sales units. In this case, management has failed to estimate proper budgeted cost allocation and increase in variable cost caused less profitability. 
Financial management of this company has no performance in implementing budget planning and following budgeted estimation. According to Galant and Cadez (2017), Non-performance of management indicated financial inefficiency for this organisation. 
[bookmark: _Toc69486132]Recommendation 
Financial performance of Amana limited is addressed as ineffective and improper by analysing their monthly control report including budget and budget variance. In order to improve financial performance of this company, management needs to control and use some financial strategy to ensure effectiveness of budget planning in a proper way.
Cost control Strategy 
Amana ltd has to look after their cost allocation to avoid financial hindrance and to maintain budgeted cost. Financial performance can be improved by allocating proper cost in each component of cost as such variable cost, fixed cost (Akeem, 2017). Since, this company has no control in their variable cost allocation, it is suggested that management should consider restructure of cost allocation to better profitability and achieve desired financial objective. Cost control strategy should be implemented by management to reduce cost and improve efficiency of business operation
Operating budget strategy 
Management of Amana Ltd should prepare a meaningful; and realistic operating budget to improve business performance. In this changing market, it is important to make a budget with several variations such as cost-effectiveness, flexibility. In order to improve profitability of this organisation, managers should plan their budget by considering their historical financial information and future growth of this company. Preparing and implementing operating budget strategy can help this organisation to improve efficiency by allocating proper cost and revenue (Ho, 2018). Management should prepare a budget by assuming properly about costs, sales and profit. 
Marketing strategy
Implementation of proper marketing strategy helps an organization to increase their sales unit and improve profitability. Since Amana Ltd faces a challenge to increase its sales unit, it will be beneficial for this company to increase total sales volume and attract more customers which will help to improve the financial performance of this organisation.
Revenue forecasting strategy 
In order to implement an effective budget plan, it is important to forecast proper revenue which will increase profitability and business performance of Amana Ltd.  Effective revenue forecasting strategy can help to reduce negative variance and minor variance in revenue indicates better financial performance for an organization (Elking et al. 2017). Management of Amana ltd should forecast proper revenue to achieve financial goals and employees of this company should thoroughly follow revenue structure to improve performance. 
[bookmark: _Toc69486133]Conclusion 
This above report analyses financial performance of Amana Ltd, which indicates that this organisation has minimum control in their cost and budget planning. In addition to this, the Control report represents that most variance of their budget is unfavourable. Non-performance of financial management of Amana ltd is shown through this report and this organisation can improve their performance by implementing some certain strategy. 


[bookmark: _Toc69486134]Part B
[bookmark: _Toc69486135]Introduction
Relevant costing is used in Amana to analyse the effectiveness of business decisions whether selling their product directly online or through Amazon online retail shops. Relevant costing by addressing risk of the market helps an organisation to gain competitive advantage by attracting a large number of customers in this market
[bookmark: _Toc69486136]Analysis of Profitability for implementing new strategy

	 In The Books of Mr. Amana 

	 Annual Budget for online sales 

	 Particulars 
	 Units 
	 Amount 

	 Sales Revenue 
	100000
	 £ 2,500,000.00

	 Operating cost 
	 
	 

	 setting delivery network cost 
	 
	 £    150,000.00

	 Website Upgrading cost 
	 
	 £      50,000.00

	 Programmer's salary 
	 
	 £      35,000.00

	 Total cost 
	 
	 £	235,000.00

	 Profit 
	 
	 £ 2,265,000.00


 This above table analyses the value of profit which shows £ 2,265,000.00 by considering their setting on delivery network cost, website up gradation cost. It assumes that if the selling price per unit is £ 25 then this company will make this amount of profit. Selling their product through directly from their websites has some certain benefits such as price control. They can price their product by understanding the market segment and demand for their product by maintaining minimum and maximum pricing policy. Besides that, there will be a benefit of the return policy of their product which they can set by considering their own requirements. Creating customer bases by understanding the market segment will increase their sales units and acquire more profitability. In addition to this, direct sales online will increase their goodwill which helps to increase their sales volume. Considering the cost structure for selling products online, requires up gradation of their websites and delivery network cost. It also requires the salary of programmer to develop websites and network channels to improve sales and profitability. 
	In The Books of Mr. Amana 

	 Annual Budget for product sale via Amazon 

	 Particulars 
	 Units 
	 Amount 

	Sales revenue
	65000
	 £	1,625,000.00

	Amazon fulfilment fees
	 
	 £    	50,000.00

	Profit
	 
	 £	1,575,000.00


On the other hand, making sales of their product via Amazon incurs profits worth £ 1,575,000.00. Selling products via Amazon affects this company’s pricing and return policy as it omits control of their own product pricing and return policy. Price control policy refers to indicating minimum or maximum printing of a product by considering legislation of the Government (Filippas et al. 2019). In this case, if Amana starts to sell their product in Amazon, there would be minimum price control in their specified product or essential product. In the long term period, lack of price control leads to disruption for an organization as it causes shortage, inferior quality of goods and rationing. As per return policy of Amazon, goods can be returned within 10 days of delivery, which also affects Amana’s return policy. Making sales through Amazon affects this organisation's pricing policy and return policy. Analysing cost structure for selling goods in Amazon, it needs only Amazon fulfilment fees of   £ 50,000.00. Besides that, Amazon already has a customer base which will help Amana to increase its sales unit and profitability. 
In this situation, Amana should accept their direct online selling approach to increase sales units as well as profitability. Using Amazon online retail shops will create hindrance for lack of control of pricing and return policy. In addition to this, it is shown that there are 65,000 units of selling whereas creating their own website sustains more selling units near about 1,00,0000. 
[bookmark: _Toc69486137]Decision making after analysing risk of Amana 
Amana ltd already faces challenges due to the outbreak of corona virus and in this difficult situation; management of Amana has already failed to achieve financial objectives. Implementing a new strategy of opening online shops directly or via Amazon increases some certain risk.
Risk of data breaching in online
Updating websites for increasing sales units increases the risk of data breaching about their confidential financial information such as sales, product, cost (Omran et al. 2021). In this situation, companies have to secure their network which may need more cost to improve the website. It will increase their variable cost structure and the company may face financial losses for this reason. However, selling products online will increase their sales unit by successfully creating customer bases. Selling Products through Amazon will provide securing information about their product but it is not as beneficial as directly selling online through websites.
Risk of cost ineffectiveness 
New strategies like selling products online increase the risk of cost ineffectiveness of the whole strategy if management of Amana fails to create a strong customer base. Selling online products needs some certain cost to incur such as website up gradation cost, delivery network cost. In addition to this, there will be a cost of providing salary to programmers to develop websites and bring innovation in their company (Chen et al. 2017). Management of Amana company may feel financial stress if there will be no increase in sales units and if these certain costs have no benefit in future. Similarly selling via Amazon also increases the risk of cost ineffectiveness if their product will fail to create customers attention in this vast online retail market. In this situation, online selling products threaten their market sustainability and increase risk of losing financial resources of this company. However, directly selling products online will increase their customer base and help to gain competitive advantage in this market.
Risk of failure budget forecasting 
Amanda has decided to sell 50% of their product online and it increases the risk of failure budget forecasting. Since, this company wants to give a perfect competition to this market and it already faces challenges for non-performance of management, in this situation budget planning and organising for online shops increase risk of ineffectiveness of budget. Ineffective budget planning can lead to financial burden of an organisation.
[bookmark: _Toc69486138]Conclusion
From this above report, it can be concluded that selling online product will be beneficial for this company as it increases sales unit of products. Addressing risk of implementing new strategy for selling product in online, management should make decisions that this can be actually cost beneficial for this company if budgetary planning is made accordingly by management. 
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