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[bookmark: _Toc111476023]Introduction
Management accounting applies to internal organizational functions and decision-making (Rikhardsson, and Yigitbasioglu, 2018, pp.46). This analysis focuses on a few specific management accounting-related challenges. This research will analyze the circumstances surrounding the family-run company Amana Ltd. The first section will create the control reports that reflect the original budget, the flex budget, and their differences from the actual budget. Afterwards, the effects of lowering selling prices and raising material costs will be examined, and based on that analysis, suitable recommendations will be given. The second section will select the greatest solution for conducting online business.
[bookmark: _Toc111476024]  Part A
[bookmark: _Toc111476025]i)Monthly Control Reports showing original budget, flexed budget, and variances
These reports can be used to control management. They are programmed to automatically identify performance variances from the budget so that appropriate measures can be performed. Control reports are another tool used to evaluate an individual's performance. The management's evaluation of the efficiency of Amana's internal control over the financial reporting may be made using this control report. Original budget: Because this budget is created for a single, predetermined activity level, it is challenging to assess performance when actual activity deviates from the predetermined activity level (Picazo and Moreno-Gil, 2018, pp.22).

	Amana Ltd
Original Budget
	

	Particulars
	Amount

	Sales
	2,500,000

	Less; Variable Cost;
	

	Labor
	400,000

	Materials
	250,000

	Overhead
	150,000

	Contribution 
	1,700,000

	Fixed Overhead Cost;
	

	Insurance
	100,000

	Rent-Warehouse
	200,000

	Warehouse Supervisor Salary
	50,000

	Total Overhead
	1,150,000

	Net Income
	1,350,000



Flexible budget: According to Zamfir et al. l, (2021, pp. 134), a flexible budget is prepared to determine how much of a favourable cost variation is attributable to good cost control and how much to lower activity. Because of this, companies like Amana must adjust their budget to reflect their real level of activity. This flexible budget reflects revenues and expenses that should have been realized at the level of activity experienced, enhancing performance evaluation and providing a fair appraisal of the performance.

	Amana Ltd
Flexible Budget
	
	

	Particulars
	70,000 units
	90,000 units

	Sales
	1,750,000
	2,250,000

	Less; Variable Costs
	
	

	Materials
	175,000
	225,000

	Labor
	280,000
	360,000

	Overhead
	105,000
	135,000

	Contribution
	1,190,000
	1,530,000

	Fixed Overhead;
	
	

	Warehouse Rental
	 200,000
	200,000

	Insurance
	100,000
	100,000

	Warehouse Supervisor Salary
	50,000
	50,000

	Total Overhead
	910,000
	1,070,000

	Net Income
	840,000
	1,180,000



Variances: These are deviations between the original or flexible budget and the actual budget that represent either favourable or unfavourable outcomes (Andriani, Karman, and Sudana, 2019, pp.24.). The variations are listed in the table below, considering the available facts. 
	Particulars
	Original Budget
	Actual
	Variances

	Sales
	2,500,000
	1,600,000
	900,000U

	Less; Variable Cost;
	
	
	

	Materials
	250,000
	280,000
	30,000U

	Labor
	400,000
	440,000
	40,000U

	Overhead
	150,000
	120,000
	30,000 F

	Contribution
	1,700,000
	760,000
	940,000 U

	Fixed Overhead;
	
	
	

	Warehouse Rental
	200,000
	170,000
	30,000 F

	Insurance
	100,000
	100,000
	0

	Fulltime Warehouse Supervisor Salary
	50,000
	35,000
	15,000 F

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

	Net Income
	1,350,000
	455,0000
	895,000U



Variations between the actual and flexible budgets at 70,000
	Particulars
	
	
	

	Sales
	1.750,000
	1,600,000
	150,000 U

	Less; Variable Cost
	
	
	

	Materials
	175,000
	280,000
	105,000 U

	Labor
	280,000
	440,000
	160,000 U

	Overhead
	105,000
	120,000
	15,000 U

	Contribution
	1,190,000
	760,000
	430,000 U

	Fixed Overhead
	
	
	

	Warehouse Rental
	200,000
	170,000
	30,000 F

	Insurance
	100,000
	100,000
	0

	Fulltime warehouse Supervisor Salary
	50,000
	35,000
	15,000 F

	Total Overhead
	910,000
	1,145,000
	235,000 U

	Net Income
	840,000
	455,000
	385,000U



Variations between the actual and flexible budgets at 90,000   
	Particulars
	
	
	

	Sales
	2,250,000
	1,600,000
	650,000 U

	Less: Variable Cost
	
	
	

	Materials
	225,000
	280,000
	55,000 U

	Labor
	360,000
	440,000
	80,000 U

	Overhead
	135,000
	120,000
	15,000 F

	Contribution
	1,530,000
	760,000
	770,000 U

	Fixed Overhead
	
	
	

	Warehouse Rent
	200,000
	170,000
	30,000 F

	Insurance
	100,000
	100,000
	0

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

	Total Overhead
	1,070,000
	1,145,000
	75,000 U

	Net Income
	1,180,000
	455,000
	755,000U



[bookmark: _Toc111476026]ii) Report on Amana’s performance during the year 2020
In this case study, it's been noted that the business successfully operated as a family-owned enterprise for 40 years before discovering the dynamic nature of the tourism business. The pandemic crisis and ongoing lockdown session have significantly impacted the tourism industry, including Amana Ltd company. Because of the tourism industry's inability to conduct business in April 2020, the company's revenue significantly fell, and sales only slightly increased in the summer of that same year. According to the provided control report, Amana has unfavourable sales revenue, unfavourable contribution, unfavourable total overhead expenses and unfavourable net operating income. This is a sign that there is a discrepancy between the budgeted report and the actual report, which hurts the performance of the business (Dodge et al. l, 2019). 
Although the actual fixed expenses are lower than the anticipated fixed costs, the company is not performing well. The company's overall performance is poor. The selling price per unit rises even while variable costs are out of control. The fixed costs are effectively managed. The company's net operating income is not performing as expected. Amana Ltd. has carried out two significant actions during these repeated lockdown sessions; one was to cut the selling price to increase total sales income and face an increase in the cost of the materials. Amana's variable costs are the main source of worry. Costs cannot be controlled. The variable costs need to be controlled to visualise the sales made. Revenues drop, but variable costs rise because the planned price per unit is lower than the actual sales price per unit. As a result, each unit cost that makes up the variable cost should be controlled to a reasonable limit.
These actions will now be evaluated to see if they positively affect Amana's performance. To ensure a thorough critical study of the organizational performance, PER technique will be used. Performance-enabled reengineering is used as a project management approach. The main goal of this project management is to help the business quickly and strategically rethink the processes and facilitate organizational reforms (Alegre, and Sard, 2017, pp.98). Because of this, Amana Ltd.'s performance will be evaluated using the PER approach.
[bookmark: _Toc111476027]Lowering of the Selling Price
Numerous firms could not survive in the market during the pandemic due to implementing effective plans and measures. The main reason Amana Ltd. decided to cut its selling price in this scenario is to attract more clients to the company, which may increase both the customer turnover and overall sales volume of the company. Due to this, the company believed that lowering the selling price could draw in many of its intended clients because they could obtain the same services for less money (Aqsha et al. l, 2021, pp.719). Regarding Amana's performances, the business would earn profits from both the low selling price and the quantity that was decided upon by the firm. By making this kind of decision, the corporation anticipated it would continue to be competitive.
Additionally, the company anticipates that this approach will increase sales. Therefore, deciding to lower the sales price is not a long-term business move. A sustainable selling strategy is not static; rather, it develops as a result of the sales resources, investment opportunities, technical advancements, and changes in organizational structure that must be matched with the needs and wants of the business both now and in the future. (Aqsha et al. l, 2021, pp.722). 
[bookmark: _Toc111476028]Increase in Materials Cost
All kinds of product-based materials have increased as a result of Covid-19's devastating effects, and suppliers of various materials now have considerable bargaining power. Due to this, the prices of all kinds of materials significantly increased for Amana Ltd. The business focused on maximizing other relative costs or expenses in 2020 as the price of all materials rose. In the end, the business's overall expenses might have climbed, which might have raised the cost of products and services per unit. Due to the product-based nature of the company, the cost of materials has a big effect on the cost structure of the company. Amana Ltd.'s fragile cost structure could have a big impact, specifically on how well the company performs. Under such conditions, this could cause the company to be unreliable, and the ensuing costs include the pressing problems the company faces.
[bookmark: _Toc111476029]Recommendations
There is some practical and important advice for the Director of Amana Ltd. in this situation to improve the business's conditions and reduce the selling price. The selling price needs to be reviewed by this company in order to create a sustainable sales plan that will benefit not just the company but also the ecosystem and the clients (Rohde and Garrison, 2019). Reviewing the selling prices will ensure quality. Since the abrupt move to cut the selling price was made for the short term and had no long-term benefits for the firm, the review's primary goal will be to achieve long-term profitability for the company.
Amana Ltd. should effectively manage the cost structure in the event of a spike in material costs since the business could be severely impacted. It can take more time and money to recover from this spike. For the business's cost structure, effective monitoring must be made accurately to ensure cost control. The company must therefore make sure that the cost of materials is kept in check without sacrificing the quality of the products and services. In order to keep its flexibility and sustainability in its selling prices while also ensuring the quality of its products and services at a reduced cost, Amana Ltd might consider moving to a less expensive supplier with a solid track record.
[bookmark: _Toc111476030]Part B
According to Amana Ltd, other rival companies are now using online services to attract more clients in the UK, Europe, and the USA. The company is now considering Brighton, Birmingham City, and Manchester City as potential locations. Businesses thinking about going online must assess the effects of adoption and modernization from three perspectives: technology, organization, and environment (Dewi et al. l, 2018). The TOE Framework concept may be utilized to make sure that firms are prepared when it comes to using e-commerce in the creative industry. It is acceptable and advised that the corporation decide to move half of its activities from physical stores to online stores. Nonetheless, starting out by entirely sealing the branches is not the best course of action. As he thoroughly sets himself for an internet business, Mr Amana should allow the branches in Brighton, Birmingham city centre, and Manchester city centre to continue operating for a while. Online stores can assist Mr Amana in lowering the cost of developing processes, issuing, retrieving, and storing paper-based information by digitizing it. The online marketplace aids in the scaling up and generalization of commercial operations. Productivity is increased attributable to online commerce. When a consumer requests a product, a business process in pull-type supply management starts, and just-in-time manufacturing is used (Adem, 2022, pp.4752). The profits from the branches can be utilized to finance the capital required to create an online store, even if they would only be able to service a small portion of the population. The major goal of launching the online company's products and services is to organize all corporate operations and shift 50 per cent of overall sales online. This will rely on a number of choices. These are either to launch a separate online website for the business, which will depend on the expense of establishing a delivery network, costs of upgrading the existing website to accommodate high sales volume and a full-time IT programmer's salary or to sell through Amazon, which is also dependent on the fulfilment fee. In order to choose the best choice for the company, it is crucial to weigh these two possibilities. In light of the relative factors and the respective costs, the comparisons between the alternatives are therefore examined below.
In contrast to the agreement with Amazon, extra factors must be considered when developing a separate website for the company. Since it is crucial for the business to guarantee to establish an effective and efficient website in relation to offering quality and excellent services through the online platform, the business must first set up the delivery network before upgrading the website. In this scenario, Amazon has attained the top spot in terms of the website's features and efficacy. Because of this, it is very challenging for the company to guarantee the best or greater quality and efficiency of the website. The business is required to hire a full-time IT programmer who'll be involved in managing and monitoring the site and frequently updating many issues because the company website has to be regularly checked and controlled.
The company does not have to fear the issue of working through Amazon, but the loss of control regarding price and return policies would be the most obvious problem in this situation. Since Amana lacks control over its pricing policy on the Amazon website, the company's defined pricing may alter as a result. Additionally, the business cannot continue to have a return policy which has the effect of damaging both the company's reputation and general performance. Despite the fact that Amazon will sell fewer goods than Amana Ltd. as per the guarantee, more sales of the company's products and services may result from the launch of its own website.
The table below shows the relative costs of the two alternatives for the company.
	Alternative one-Launching new business website
	£

	Cost of setting up a delivery network
	150,000

	Cost of upgrading the current website 
	50,000

	Salary of a full-time IT programmer
	35,000

	Total Cost of Alternative one
	235,000

	Guaranteed Annual unit Sales
	100,000

	Alternative two- Selling through Amazon
	

	Amazon fulfilment fees
	50,000

	Total Cost of Alternative two
	50,000

	Guaranteed Annual Unit Sales
	65,000

	Lack of both return policy and price control
	



The costs of creating a new website for the company are calculated in the above table and are 4.5 times higher than the cost of agreeing to sell under Amazon. The expense will be significant, but the business will be able to regulate pricing and return policies and increase sales. The choice to launch a new website is therefore picked for this reason. Additionally, the business has 40 years of expertise. Therefore it is imperative that it become digitally integrated and keep up with the state of the market.
[bookmark: _Toc111476031]Advantages and disadvantages of the picked option.
Every alternative or opportunity has both advantages and disadvantages, and it is up to the company to determine which is more prevalent (Priambodo et al. l, 2021). The decision to establish a new website in this instance has been made, and now its benefits and drawbacks for the company will be discussed. These are;
Advantages; developing a new business website will help Amana Ltd. to take advantage of the chance to discover more consumers. Additionally, fast direct contact with clients can be created via the website. The business is in charge of its unique pricing strategy and is free to make changes whenever it sees fit (Hanson and Kalyanam, 2020). Moreover, the successful management of the client's comments and return procedures is effectively established. The effectiveness and high quality of online services can simultaneously assist the company in maximizing its already strong reputation and brand equity.
Disadvantages; The costs of launching the new website are expensive, which could have an impact on the pricing and cost structure of the products and services (Hanson and Kalyanam, 2020). Launching a new website will take longer to complete because there will be more stages, operations, and processes.
Taking into account the relative costs, the company has been assured that it will be able to sell 100,000 units a year, attributable to the £235,000 cost of developing the website. Although the costs of establishing a distribution network and updating the website are fixed, the salary of an IT programmer may need to change annually. It could result in a price hike. On dividing 235,000 by 100,000 units, it can be estimated that the first year's cost per unit would be £2.35.




[bookmark: _Toc111476032]Conclusion

The original budget and the flexed budget, as well as the comparisons to the actual budget, are provided in the control report. The favourable and unfavourable situations have been evaluated based on the comparisons. The move of lowering the selling price and raising the cost of the materials was then examined, and practical advice was given. The decision to establish a new website has been made, and its advantages and disadvantages have been evaluated while taking into account the proportional expenses of doing so.
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