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Introduction
[bookmark: _Toc10623][bookmark: _Toc10624]Management accounting is the practise of delivering financial and operational information to management for them to make educated business choices. A few examples are budgets, predictions, and performance reports. One of the most essential aspects of management accounting is the emphasis on short-term decisions. Management Accounting Information (MAI) is designed to help managers make better day-to-day decisions rather than long-term strategic ones. As a result, information on costs, sales, profitability, and other key elements to the organization's decision-makers is frequently included in MAI. There are two sections to this report. The first section of the article goes through how to put together a monthly control report for Amana, Ltd.'s performance in 2020. The second portion gives Mr Amana advice on whether he should create his online store or sell on Amazon.      	      											                                                           PART A 	 										 	                                                                                                                                                                      (i) Prepare the monthly control report showing original budget, flexed budget, and variances:
Monthly Control Report: The monthly control report summarises the company's performance during the preceding month. Revenue, costs, profit/loss numbers, and a breakdown of sales per product line or service are all given. A comparison of actual results to projected values is also included in the report. This allows management to immediately detect possible issues or opportunities for improvement.		                Flexed Budget: Because of greater or worse than expected performance, flexible budgeting allows for modifications in revenue and spending. Businesses may find areas where they are failing or outperforming their competitors. Flexible budgeting, overall, is a more accurate way of corporate planning since it considers both positive and negative changes in income and costs. Flexible budgeting allows for income and spending modifications in response to better or worse than expected performance. Businesses may find areas where they are failing or outperforming their competitors. Flexible budgeting, overall, is a more accurate way of corporate planning since it considers both positive and negative changes in income and costs.    	                                                                                                                  Budget variance: The accounting inconsistencies of a corporation are calculated using budget variance. A positive budget variance represents surpluses or gains, whereas a negative budget variance reflects deficits or losses. Changes in corporate conditions, blunders, and unfulfilled expectations are the most common causes of budget variances. During the budgeting process, errors such as faulty assumptions and the inclusion of improper arithmetic may occur.											                                                                                                                           Monthly control report
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance
	Favourable/ Unfavourable

	Units
	
	100.000
	80.000
	80.000
	
	

	Selling price
	25
	25
	25
	20
	5
	Unfavourable

	Revenue
	25
	2.500.000
	2.000.000
	1.600.000
	-400.000
	Unfavourable

	Variable cost
	
	
	
	
	
	

	Materials
	2.50
	250.000
	200.000
	280.000
	80.000
	Unfavourable

	Labour
	4
	400.000
	320.000
	440.000
	120.000
	Unfavourable

	Overheads
	1.50
	150.000
	120.000
	120.000
	
	

	Contribution
	17
	1.700.000
	1.360.000
	760.000
	-600.000
	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
	
	

	Fulltime Warehouse Supervisor Salary
	50.000
	50.000
	50.000
	35.0000
	15.000
	Favourable

	Profit
	
	1.350.000
	1.010.000
	455.000
	-555.000
	Unfavourable


[bookmark: _Toc10625]                                                                                                                                  (ii) Using the cost report prepared in (i) above, prepare a report on Amma's performance during the year 2020:
Performance Report
[bookmark: _Toc10626]Amana Ltd. has had a difficult year. The Covid-19 epidemic has resulted in mobility and travel limitations, which has resulted in a drop in sales. Amana Ltd. expects to make £100,000 in sales, but after deducting different expenditures, its income is just £80,000. Despite a 20% drop in selling prices from £25 to £20 per unit, they still face significant rises in unit expenses owing to material (£2.50 to £280,000) and labour costs (£4 to £440,000). Doing business has become more expensive by 10%. As a result, they've suffered a total loss of 760 000 dollars (budget vs actual). The warehouse rent has remained unchanged, leaving just insurance as a fixed expense, which has increased from £100,000 to £170,000. A full-time warehouse supervisor's income will be reduced by 20%, from £50,000 to £35,000 per year. Because they were able to supply souvenirs at a reduced price while keeping the same number of units sold, the company's flexible budget was more accurate than their initial estimate. Amana did not fare well in the real world. Even though the selling price per unit has increased, spending has not dropped (Macchia, 2019). Fixed costs are kept under check. Overall, profitability has fallen short of expectations. Amana Ltd. is not as lucrative as it has been in previous years, prompting them to rethink its income and expense structure in the future. Amana Ltd. should place a greater emphasis on product demand rather than industry positioning, such as tourism. The corporation should cut unit prices and look for other sources of components and resources (i.e., sourcing locally). If Amana Ltd. wants customers to keep buying souvenirs, it may need to cut costs. Amana Ltd. is now selling souvenirs for £20 a unit, but it is expected to sell for £25 per unit. As a result, a total loss of £760,000 is incurred (budget vs actual). A rise in material and labour prices and an increase in overhead expenditures were the key contributors to this loss. To address these losses, Amana Ltd. should emphasise product demand rather than industry positioning, such as tourism. They should cut unit prices and look for other ways to get components and resources (i.e., local sourcing). If Amana Ltd. wants people to keep buying their souvenirs, they may need to cut costs across the board They can also look at expanding into other industries to produce different types of money (Malina, 2018). Even though the Covid-19 epidemic has had a detrimental impact on tourism and Amana Ltd. in particular, there are still prospects for the firm to recover if the appropriate modifications are made.											                                                                                                                               (iii) Provide recommendations to Amana's CEO on areas of improvement: 
Amana Ltd. is going through a rough patch, and the business's CEO must take some concrete actions to help her company get back on its feet. In this case, increasing revenue by selling more units at a higher selling price while reducing variable expenditures is crucial.
There are various ways in which Amana can increase its revenue: 
· By increasing the selling price of each unit from £25 to £30 while keeping variable costs constant, the contribution per unit increases by £2, resulting in a £40,000 revenue gain. However, this solution may not be optimal because it may reduce sales volume, leaving Amana with a smaller inventory of items to offer. As a result, this is not a realistic option.
· Increasing the selling price from £25 to £30 while lowering variable costs from £20 to £12 per unit leads in an increase in contribution of £8 per unit, for a total revenue gain of £80,000. As a result, this choice will help Amana reduce losses while contributing more to fixed overheads. As a result, this alternative is advised (Modell, 2017).
· Selling things at a (£25-£5) discount for a limited period may also be an effective marketing tactic for increasing sales volume and attracting new clients who previously couldn't afford to buy owing to high costs. However, after the time limit passes, this technique may result in a large inventory of unsold souvenirs, depleting the company's operational capital. As a result, this option is not advised.
· Amana would increase income by £100,000 while cutting fixed overheads by selling souvenirs online to those who were unable to visit physical stores due to the shutdown. As a result, this alternative is advised.
Variable costs can be reduced in various ways, including: 
· It lowers variable material prices from £2.5 per unit to £2 per unit while keeping all other variables constant (selling price and labour costs remain unchanged). This will result in a £0.5 per unit increase in contribution margin, resulting in a total revenue gain of (£20,000). However, this may result in low-quality products, diminishing consumer satisfaction. As a result, this option is not recommended.
By lowering the number of full-time warehouse staff from four to three, variable expenses will be cut by £120,000 per year while all other costs would stay constant. This approach is recommended since it will assist Amana in reducing losses and increasing fixed overhead contributions.
Reducing overhead expenditures from £1.50 per unit to £1 per unit saves £30,000 in invariable costs. However, this technique may not be practicable because some overhead expenditures are required for the organisation to run correctly (e.g., insurance). As a result, this is a poor choice (Nishimura, 2019).
[bookmark: _Toc10627][bookmark: _Toc10628]Amana's CEO must concentrate on generating revenue while lowering variable expenses. The choices can assist in achieving these goals and improving the company's financial status.             												                                                                                                   PART B 												Report to Mr Amana
Mr. Amana made a sensible decision to convert 50% of his business from offline to online. Only a tiny fraction of the population could be served by his company's outlets in Brighton, Birmingham city centre, and Manchester city centre. While the presence of these sites may strengthen Amana Souvenirs' customer loyalty, the opportunity to attract new customers would be restricted, and the expenditures associated with physical locations would be considerable. By channelling half of its targeted sales online to the UK, Europe, and the US, Amana Souvenirs could significantly expand its market and customer base. Simultaneously, it can prepare to reposition/revamp its remaining offline locations to attract local customers and loyalists. Mr Amana, the company owner, must choose between selling on Amazon and opening his internet store. The corporation analysed the cost implications of each route before determining which to use (Scott, 2019).
In terms of setting up their online store: Amana estimates that an initial £10,000 will be needed for start-up costs, with an extra £100 per month required to keep the firm running. Furthermore, the company's owners were considering hiring a full-time programmer for £35,000 per year (White, 2019). This would increase the company's stress since this individual would need constant oversight and instruction. This is in addition to the distribution network costs, which must be addressed. The cost of establishing a delivery system for customers in the United Kingdom, Europe, and the United States is estimated to be £150,000. Taking all these costs into account, Amana will require £235,000 to start its internet shop, which may result in increased sales.
Alternatively, if they were to sell on Amazon: Amana must keep in mind that they will be responsible for £50,000 in Amazon fulfilment costs. Furthermore, because of intense competition among Amazon sellers, Amana is only expected to sell 65,000 units in the marketplace. Although it is mostly dependent on market demand, this number might rise (Tanase, 2021). Returning to expenses, Amana would need to invest £50,000 to sell its items on Amazon. If the firm decides to sell through this e-commerce behemoth, the total cost will be £100,000. Overall, if Amana chooses to sell through Amazon, it will incur lower start-up expenses.						
	Details
	Online shop
	Selling on Amazon
	Differences

	Cost for delivery network
	£ 150.000
	£ 0
	£ 0

	Cost for update the website
	£ 50.000
	£ 0
	£ 0

	Salary paid to IT programmer
	£ 35.000
	£ 0
	£ 0

	Amazon fulfilment
	£ 0
	£ 50.000
	£ 0

	Total costs
	£ 235.000
	£ 50.000
	£ -185.000



On the other hand, their earnings and returns are likely to be smaller than if they opened their own internet business. On the other hand, if the corporation decides to open its online store, it may notice an increase in sales and profits. This is because they will have total control over what they sell, how much they charge for it, and how they handle returns. Overall, before determining where to market his items, Mr Amana should carefully analyse all considerations. Then, he can make the best decision for his firm by assessing the benefits and drawbacks of both selling on Amazon and having his online store Mr. Amana should first explore selling on Amazon for at least 1-2 years, keeping all the conditions in mind. While it will almost certainly face stiff competition in this seller category, it will provide Mr. Amana with precise information on the degree of acceptability of the products in the targeted markets, allowing him to adjust marketing techniques over time to increase consumer recognition and loyalty. After significantly boosting the product's brand awareness in the targeted market for the first 1-2 years, Mr. Amana may consider switching to a specialised online store for Amana Souvenirs (Weetman, 2019). Mr. Amana should first explore selling on Amazon for at least 1-2 years, keeping all the conditions in mind. While it will almost certainly face stiff competition in this seller category, it will provide Mr. Amana with precise information on the degree of acceptability of the products in the targeted markets, allowing him to modify marketing techniques over time to increase consumer recognition and loyalty. After significantly boosting the product's brand awareness in the targeted market for the first 1-2 years, Mr. Amana may consider switching to a specialised online store for Amana Souvenirs (Weetman, 2019).
Conclusion
[bookmark: _Toc10630]According to the findings of this analysis, managerial accounting is a critical component of every firm. It assists organisations in tracking their financial performance and making educated decisions to boost their bottom line. Management accountants gather and analyse financial data using a variety of methods and procedures, after which they give insights and suggestions to business owners and managers. Considering the necessary costs aided in determining that selling via Amazon is a better choice than starting its own online shop.																																					              References:
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