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[bookmark: _Toc109756779]Introduction
An organization's objectives can be pursued effectively through managerial accounting, which measures, analyses, interprets, and conveys financial information to managers. An in-depth understanding of management accounting allows management to make accurate and timely decisions based on the precise details of a company's financial position and its resource flow. The analysis identifies problems, determines what is essential and what is not, and provides a framework for formulating long-term expansion plans. Using the viewpoint of management accounting, this article analyses and discusses the case study of Amana Ltd. The reader will gain insight into the company's budget, flex budget, budget variances, overall performance, revenue generation during pandemics, recommendations, the advantages and disadvantages of website development, and the costs of developing websites after finishing the report.
[bookmark: _Toc109756780]Part A
[bookmark: _Toc109756781]Overview of the Case 
The tourism business Amana Ltd. is owned and operated by a family in England. Tourists can purchase trinkets from this company, which sells mementoes. Many of the company's buildings can be found in some of England's most popular tourist locations, including Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham's central business district, and Manchester City. Monthly control reports provide an overview of the original budget, the flexible budget, as well as any variances from that budget. The research predicts Amana's performance throughout 2020 as follows: Finally, several areas for development will be suggested to Amana's Chief Executive Officer (CEO).
[bookmark: _Toc109575702][bookmark: _Toc109756782]i. Control Reports showing original budget, flexed budget, and variances
An object's behaviour can be influenced through the use of a control report in order to achieve the desired results. By generating control reports, which serve the purpose of regulating management, there will be no delay in implementing suitable measures as they detect deviations from the budgeted performance. These reports are used in a variety of ways as part of the management control process. These are designed to identify deviations from the performance budget quickly, enabling remedial actions to be taken as soon as possible. The process of assessing people's performance can also be guided by control reports (Colin and Vanhoucke, 2014).
Original budget: For the first two years following the signing of this agreement, both guarantors and borrowers have developed comprehensive and forward-looking consolidated budgets. Aside from the standard financial information, these budgets also include stated assumptions, profit-and-loss statements, balance sheets, and cash flow statements (Persson, 2019).
Amena Ltd
Original budget
	Description
	Original budget (£)

	Sales
	2500000

	Less: Variable costs
	

	Materials  
	250000

	Labor  
	400000

	Overhead  
	150000

	Contribution   
	1700000

	Fixed overheads:
	

	Warehouse rental  
	200,000

	Insurance 
	100,000

	Fulltime warehouse supervisor salary  
	50,000

	Total Overhead
	1,150,000



Flexed budget: Budgets that are flexible sometimes referred to as flex budgets, respond differently based on their real income and expenditures. Certain costs will be covered by percentages of income instead of setting figures in the flex budget. Unlike traditional budgets, which use constant numbers only, this budget uses variable numbers. With this strategy, budgeted outcomes are easier to compare to actual results (Ginneken, 2019).


	Amana Ltd
Flexed Budget

	Particulars
	70,000 units
	90,000 units

	Sales
	1750000
	2250000

	Less: Variable costs
	
	

	Materials  
	175000
	225000

	Labour  
	280000
	360000

	Overhead  
	105000
	135000

	Contribution   
	1190000
	1530000

	Fixed overheads:
	
	

	Warehouse rental  
	200000
	200000

	Insurance 
	100000
	100000

	Fulltime warehouse supervisor salary  
	50000
	50000

	Total Overhead
	910000
	1070000



Variances: Costs are compared with actual sales or spending based on budgeted, planned, or standard amounts. The difference between the two budgets is called a variation in budgeting (or management accounting in general) (Klychova, Faskhutdinova and Sadrieva, 2014). Income and expense variances may also be calculated. The next question shows how the variances are calculated:
	Particulars
	Original budget (£)
	Actual (£)
	Variances

	Sales
	2500000
	1,600,000
	900,000 F

	Less: Variable costs
	

	Materials  
	250000
	280,000
	30,000 F

	Labour  
	400000
	440,000
	40,000 F

	Overhead  
	150000
	120,000
	30,000 U

	Contribution   
	1700000
	760,000
	940,000 F

	Fixed overheads:
	

	Warehouse rental  
	200,000
	170,000
	30,000 U

	Insurance 
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary  
	50,000
	35,000
	15,000 U

	Total Overhead
	1,150,000
	1,145,000
	5,000 U



Variances between the actual budget and the flexed budget at 70,000 units
	Particulars
	Flexed budget
at 70000 units
	Actual (£)
	Variances

	Sales
	1750000
	1600000
	150000 F

	Less: Variable costs
	

	Materials  
	175000
	280000
	105000 F

	Labour  
	280000
	440000
	160000 F

	Overhead  
	105000
	120000
	15000 F

	Contribution   
	1190000
	760000
	430000 F

	Fixed overheads:
	

	Warehouse rental  
	200000
	170000
	30000 U

	Insurance 
	100000
	100000
	0

	Fulltime warehouse supervisor salary  
	50000
	35000
	15000 U

	Total Overhead
	910000
	1145000
	235000 F



Variances between the actual budget and the flexed budget at 90,000 units
	Particulars
	Flexed budget
at 90000 units
	Actual (£)
	Variances

	Sales
	2250000
	1600000
	650000 F

	Less: Variable costs
	

	Materials  
	225000
	280000
	55000 F

	Labour  
	360000
	440000
	80000 F

	Overhead  
	135000
	120000
	15000U

	Contribution   
	1530000
	760000
	770000 F

	Fixed overheads:
	

	Warehouse rental  
	200000
	170000
	30000 U

	Insurance 
	100000
	100000
	0

	Fulltime warehouse supervisor salary  
	50000
	35000
	15000 U

	Total Overhead
	1070000
	1145000
	75000 F



[bookmark: _Toc109575703][bookmark: _Toc109756783]ii. A report on Amana's performance in 2020 utilising the control report that has been generated
As a company's core business generates revenues and profits, its financial performance refers to its ability to maximize those values. This scenario reveals that despite the ever-changing nature of the tourism industry, the firm in question has basically been operating as a family-owned business for four decades. There are three different economic situations currently affecting the economy. The three scenarios are the most probable scenario, the positive outlook, and the negative outlook. The global recession is primarily caused by the negative condition resulting from the pandemic crisis. A person's ability to make purchases is seriously hampered by these circumstances. Individuals are unable to move about as a result of the shutdown, which will cost the travel sector a great deal of money. Consequently, this company's income in April 2020 dropped significantly because of this factor (Nagle and Müller, 2017). Two significant steps have been taken by Amana Ltd. in response to the numerous gloomy circumstances:
1. Keeping waste under control and reducing the rise in material costs requires the organization to keep its focus on lean manufacturing.
2. To maximize their sales income, the corporation should reduce their prices so that they can achieve break-even sales.
The following actions will be analysed to determine whether they contribute to Amana's overall performance. In this respect, a critical examination of the organization's performance will be undertaken in a systematic manner. Project managers use performance-enabled reengineering as their technique for managing projects in order to facilitate organisational changes swiftly and strategically by redesigning processes and facilitating organization-wide changes. PER will be used to assess the performance of Amana Ltd. for the reasons mentioned above. Here are some examples:


Increasing material costs and an emphasis on lean manufacturing
Materials cost is a measure of the costs associated with the materials used in manufacturing a good or providing a service. The cost of an item does not include indirect materials, including cleaning supplies used during manufacturing. Amana Ltd. experienced an increase in all kinds of materials in this instance. Raw material costs increase, which leads to an increase in corporate manufacturing expenses. If businesses pass on price increases to customers, this will have an impact on customers.
As the company sells products primarily, raw material prices have a great deal of bearing on the overall cost structure (Porse and Rudolph, 2017). This will therefore not solve the problem for Amana Ltd. Cost savings can only be achieved by prioritizing lean manufacturing.
Reduction of the selling price
Our profitability margin will also decrease if we reduce our pricing assuming that our expenses will stay the same. The diminished profit margin is usually more than offset by increasing the number of units sold when prices are lowered (George, 2013). For instance, by lowering your pricing, you'll earn fewer margins but the company may also sell more overall if the pricing is reduced. If prices rise, profit margin per transaction may rise even though total transactions fall despite a rise in profit margin per transaction, the opposite of what was intended. The break-even point is measured by the amount of income generated and the number of costs incurred. The firm hasn't made or sustained a profit to date, which indicates that there hasn't been any profit made or sustained. Amana Ltd. can reach a point at which manufacturing costs equal revenues for a product when manufacturing costs equal revenues.
[bookmark: _Toc109575704]The company would generate money through sales generated by generating sales that were not just price-driven but also volume-driven, as defined by the business. The corporation anticipated that it would be able to maintain its competitive position by taking this course of action. As a direct consequence of this choice, the company believes its sales will increase. Choosing to lower the product's price is unfortunate because it cannot be sustained over the long term. It is therefore important for Amana Ltd. to achieve break even if it wants to remain competitive in the sector. There are no profits or losses as a result.
[bookmark: _Toc109756784]iii. Recommendations
Amana Ltd.'s Chief Executive Officer may consider the following suggestions for improving the company's circumstances, in light of the decrease in asking price:
1. It is imperative that this company re-evaluates its pricing policy in order to ensure not only the survival of the company but also the well-being of consumers and the environment. Implementing quality management at all levels is essential for the organization.
2. TQM is a management paradigm that emphasizes the need for all employees within an organization to work toward enhancing quality, in order to achieve long-term success (Oakland, 2014). To maintain quality, the firm must maintain material costs under control. It will be possible for the company to maximize its pricing flexibility and long-term viability with comprehensive quality control and strong monitoring records, while also maintaining quality at a reduced price if it ensures well-documented quality control and monitoring. Their long-term profit will be assured if they do so.
[bookmark: _Toc109575705][bookmark: _Toc109756785]Part-B
Online platforms are being used by a large number of competitors in the UK, Europe, and the United States to attract clients, according to Amana Ltd. In addition to Brighton and Birmingham cities, this company is considering expanding into Manchester and Brighton cities as well. As part of the company's online strategy, nearly half of its commercial transactions will be conducted online in the near future. There are certain aspects that are very important in this particular case. Here are some examples:
A separate web location for the company will be established in the event that one is established
· Ineffective Marketing Strategies
· A delivery network's setup fees,
· Costs associated with updating the present website,
· The yearly pay of a full-time IT programmer.
· Cost of creating a website
· Boosting expense
· Hacking propensity
Selling via an established online industry
· Fulfilment costs
· Fee for approval
[bookmark: _Toc109575706]The company's future cannot be determined without comparing these two options. Therefore, the following paragraphs present a comparison of the different choices, considering their relative aspects and prices (Fallahpour et al., 2017).
[bookmark: _Toc109756786]The better options for Amana ltd.
Small and big companies might profit from establishing a website. The Internet plays a big part in our daily lives; thus, every company needs a dependable online presence.Separate corporate websites take more attention than those for the popular sector. First construct the distribution network, then update the website. Providing high-quality services via websites demands making them functional and efficient. Amazon's website provides the best features and effectiveness. The organisation must ensure the website's quality and efficiency. The organisation needs employ a full-time IT programmer to manage its website consistently. This programme will manage and monitor the websites and address issues (Tsao, Hsieh and Lin, 2016).
This isn't a concern for Amazon companies until it loses control of price and refunds. When Amana's pricing strategy is adopted on Amazon, the company loses control over its prices, signalling a shift. A return policy would hurt the company's entire functioning and reputation, prohibiting its implementation. Amazon has committed to sell less things while selling fewer to Amana Ltd. A second website helps sell the company's goods and services (Tsao, Hsieh and Lin, 2016).
 The relative costs of the available options for Amana Ltd
	Actions under the alternatives
	£

	Option-1: Launching a new website for the business
	

	Cost of setting up a delivery network
	150,000

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

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

	Total cost
	235,000

	Guaranteed sales units annually
	100,000

	Option-2: Dealing with Amazon.com
	

	Amazon fulfillment fees 
	50,000

	Total cost
	50,000

	Guaranteed sales units on Amazon annually
	65,000

	Lack of control over pricing and return policy



[bookmark: _Toc109575707]A new website costs about four and a half times more than an Amazon arrangement, according to the data shown in the table. The firm will gain control over its pricing and return policy while also increasing sales even if the price is expensive. In light of this, it makes sense to choose that alternative. Besides, the business has been operating for forty years, so getting digitalized is an essential part of staying up with industry trends.
[bookmark: _Toc109756787]Advantages and disadvantages of the selected option
Websites can be used to increase brand awareness and to present a brand to potential customers. This contributes to the establishment of the image by allowing the audience to participate. The website of an organization can provides customers with reliable information, which allows it to stand out from its competitors (Brynjolfsson, Hu and Rahman, 2013). For instance:
Advantages: Amana Ltd might be able to reach more clients by developing a new website that is available anywhere, at any time. Websites offer clients the ability to access information and services outside office hours, which is one of the greatest advantages of having a website. Consumers can access information on the website at any time from the convenience of their own homes because the site is constantly active (Řežab, 2012).
Disadvantages: Developing a new website is expected to result in increased costs, which will affect both the cost structure and price of the items offered. The market will be highly competitive. This website is competing with millions of other websites on the internet to provide services similar to those offered by this website. The process will involve a number of stages, activities, and time (Weller, Kleer and Piller, 2015).







Considerations of the relative costs
Several factors and associated expenditures must be considered before Amana Ltd. releases the new website. As an example:
[image: ]

[bookmark: _Toc109575708]A website costs £235,000. The investment reportedly allows the firm to sell 100,000 copies each year. While expenditures for creating a distribution network and updating the website stay constant, an IT programmer's income may change from year to year depending on a wage increase. This service's price may be raised. Total spending divided by the number of units produced in the first year yields a unit cost of $2.35.
[bookmark: _Toc109756788]Conclusion
Management accounting involves the preparation of operational reports for the purposes of assisting managers in making decisions, both short-term and long-term. A data analyst finds, measures, analyses, interprets, and presents information to management to assist in the achievement of an organization's objectives. An analysis of the Amana Ltd. control report shows the original budget, the flexible budget, and their comparison with the actual budget, as well as the likelihood of favourable and unfavourable circumstances based on the comparison. Following this investigation, helpful advice has been provided regarding the effects of lower selling prices and higher costs. After analysing all of the determining factors, it was determined that a website would be developed for the company. The development of a new website has several benefits. It is possible for the firm to achieve its long-term objectives if it pursues it.
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The costs of  launching   a   new  online site for Amana Ltd  £  

Cost of setting up delivery network  150,000  

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

Salary of a fulltime IT  programmer per   annum  35,000  

Total cost  235,000  
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