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[bookmark: _Toc109575700]Introduction
When a business intends to adopt decision within the business, it get aids from the managerial report that is prepared on the basis of management accounting (Crosson, 2014). Envisaging the core issues of this accounting in Amana Ltd., there two separate parts where on will show the budgetary control and other will represent the consequences of lowering selling prices and maximizing the cost of the goods and services. At the end of the day, the selected business will be suggested with proper suggestions so that the best alternative can be adopted. After all, management accounting’s pros and cons and its application will be exposed in this report. 


[bookmark: _Toc109575701]Part-A
This is report is based on a business, named Amana Ltd. This belong to the tourism and hospitality industry that is run by the family members. This business is situated in the UK that indulges in selling souvenirs to the tourist from different places. Envisaging the overall issue of this tourism business in the UK, a control report is going to be prepared that will highlight the key issues of management accounting. By the end of 2020, budgetary control report will contain different types of budgets and the financial performances of this company are also going to be exposed. At the end of the day, the selected company will be suggested with appropriate ideas so that the CEO of this company focus on several issues or areas for bringing development within the business. 
[bookmark: _Toc109575702]i. Control Reports showing original budget, flexed budget, and variances
According to the management accounting, control reports are prepared for controlling the management that intended to spot deviations from the budgeted performance but there will be no loss of time for adopting appropriate actions (Crosson, 2014). By utilizing this control report, the management’s assessment of the effectiveness of Amana’s internal control over the financial reporting can be ensured. 
Original budget: This budget is prepared for a single, planned level of activity and in this case, performance evaluation is difficult when the actual activity is different from the planned level of activity (Rohde and Garrison, 2019). 
Amana Ltd.
Original budget
[image: ]
Flexed budget: Flex budget is prepared to know how much of the favorable cost variance is due to the lower activity and how much is due to good cost control (Rohde and Garrison, 2019). That is why business, like Amana, needs to flex the budget to the actual level of activity. This flexed budget represents revenues and expenditures that should have occurred at the actual level of activity and improve performance evaluation as well as a fair assessment of the performance. 
	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: It is the divergence between the actual budget and the original or the flexed budget indicating either favorable or unfavorable results (Hess and Hess, 2018). Considering the available data, the variances are provided below:
	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
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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]ii. A report on Amana’s performance during 2020 using the prepared control report
In the scenario, it has been observed that the company has been operating for 40 years successfully as a family-owned business for realizing the dynamic nature of the tourism industry. Due to the pandemic situation and the continuous shutdown session, the tourism sector including this family-owned business has been greatly affected. The revenue of this business experienced a significant decline in April 2020 as the tourism businesses could not operate their business functions and the sales picked up slightly in the summer of 2020. During these frequent shutdown sessions, two major steps have been undertaken by Amana Ltd and they are:
1. The company lowered the selling price for maximizing the total sales revenue, and 
2. The company had to experience a rise in the cost of the materials 
Now, these steps are going to be examined whether they have positive impacts on the overall performance of Amana or not. That is why PER methodology will be conducted for ensuring an effective critical analysis of the organizational performance. It is the performance-enabled reengineering that is conducted as the project management methodology and the major purpose of this project management is to assist the business in redesigning the procedures and facilitating organizational transformations quickly and strategically (Alegre and Sard, 2017). That is why this PER methodology is going to be used for assessing the performance of Amana Ltd. Such as: 
Reduction of the selling price
During the pandemic situation, a plethora of businesses could not sustain themselves in the market due to the adoption of effective strategies and actions. Amana Ltd decided to lower its selling price and the major motive, in this case, is to gather more customers for the business that could accelerate the sales volume as well as the total sales volume of the business. Because the business thought that the reduction in the selling price could attract lots of targeted customers as the customers could get the same services but at lower costs (Rohde and Garrison, 2019). 
In the case of the performances of Amana, the selling price, as well as the quantity sold that was determined by the business, would generate revenues for the business. The company expected that the company would remain competitive by adopting this type of decision. Even, the business expects that this decision would stimulate the sales of the business. Unfortunately, this decision of reducing the selling price is not a sustainable strategy. A sustainable selling strategy is not a fixed state but it evolves from the sales resources, direct investments, technological advancement, and organizational change that need to be balanced with the business’s future and the current needs or demands (Wild, 2019). 
Rise in cost of materials
Due to the disastrous impacts of Covid-19, all sorts of product-based materials have gone up and even the bargaining power of the suppliers of different materials has become quite high (Takai and Banga, 2014). In this case, Amana Ltd experienced a significant rise in the cost of all sorts of materials. As the cost of all sorts of materials increased in 2020, the company insisted on maximizing other relative costs or expenditures. Ultimately, the overall costs of the business might have gone up and this could have increased the per unit cost of the goods and services. 
The business is product-based and that is why the cost of materials in this business has a significant impact on the cost structure of the business. The vulnerable cost structure of Amana Ltd can have a significant consequence, especially on the performance of the business (Rohde and Garrison, 2019). This could lead the business to a lack of reliability under particular circumstances and the consequential cost comprises the urgent issues of the business. 
[bookmark: _Toc109575704]iii. Recommendations
a. For the reduction in the selling price: In this case, there are some effective and crucial suggestions for the CEO of Amana Ltd for improving the conditions of the business and they are:
· This company should review the selling price so that it can ensure a sustainable selling strategy that can bring benefits to both the company and also for the environment and the customers (Rohde and Garrison, 2019). By ensuring quality, the selling prices should be reviewed. The main purpose of the review will be to generate long-term profitability for the business because the sudden decision of lowering the selling price that was for the short term and has no long-term benefits for the business. 
· In the case of an increase in the cost of materials, Amana Ltd should monitor the cost structure efficiently because the rise in the cost could affect the business tremendously. This could require sufficient time and resources for being recovered. That is why efficient monitoring should be ensured for the cost structure of the business. Then, the business must ensure that the material costs are kept under control without compromising the quality of the goods and services (Takai and Banga, 2014). That is why Amana Ltd should envisage switching to a cheaper supplier with good tracking records so that the company can maintain flexibility and sustainability in its selling prices but the company should ensure the quality of the goods and services at a lower cost at the same time. 

[bookmark: _Toc109575705]Part-B
Amana Ltd has pointed out that a plethora of competitors are now utilizing online platforms for gathering customers in the UK, Europe, and the USA. This business is now envisaging some locations including Brighton, Birmingham city, and also in Manchester city. The main purpose of introducing the goods and services of the business online is to streamline the overall business activities and move 50% of the sales online. In this case, some crucial factors. Such as:
In the case of launching a distinct online site for the business
[image: ]
In the case of selling via Amazon
· Fulfillment fees.
Before adopting a particular decision for the business, it is essential to compare these available two options. So, the comparisons between the options are discussed below considering the relative factors and the relative costs. 
[bookmark: _Toc109575706]The better options and the reasons
In terms of launching a distinct online site for the business, more factors need to be envisaged in comparison to the deal with Amazon. In this case, the business needs to set up the delivery network and then upgrade the website because it is also essential for the business to provide effectiveness and efficiencies of the websites in terms of providing quality services via the websites. When it is to the website’s qualities and efficiencies, Amazon has obtained the peak position in this case (Nsairi and Khadraoui, 2013). That is why it is quite difficult for the business to ensure the highest or higher quality and efficiencies of the website. The website of the business needs to be monitored and controlled continuously in which the company needs to recruit a full-time IT programmer who will indulge in monitoring and controlling the websites and upgrading several issues from time to time. 
In the case of dealing with Amazon, the business does not need to worry about this issue but the most noticeable issue, in this case, will be the lack of control over pricing and return policy. That means Amana cannot have control over its pricing strategy on the platform Amazon indicating a change in the specified pricing of the company. Furthermore, the company cannot maintain a return policy that will have negative effects on the overall performance and reputation of the business (Nsairi and Khadraoui, 2013). Even, though Amazon will sell less quantity of goods as per the provided guarantee to Amana Ltd. The launch of the company’s distinct website can ensure more sales of the goods and services. 
 The relative costs of the available options for Amana Ltd
[image: ]
In this table, it can be figured out that the total cost of launching a new website for a business is 4.5 times higher than the deal with Amazon. Though the cost will be high, the company can obtain higher sales as well as control over its pricing and return policy. That is why the option is chosen. Besides, the company has 40 years of experience and it is high time to keep pace with the current market situation and be digitalized. 
[bookmark: _Toc109575707]Pros and cons of the selected option
Every option or opportunity has both positive and negative aspects and it is up to the business to assess the level of its positivity and negativity (Priambodo, Sasmoko, Abinagoro, and Bandur, 2021). In this case, it has been decided to launch a new website and now its merits and demerits for the business are going to be highlighted. Such as:
Pros: By launching a new website, a business-like, Amana Ltd can grab the opportunity of exploring more customers. Besides, a direct interaction through the website can be generated quickly. The company can have control over its distinct pricing strategy and can change at any time (Priambodo, Sasmoko, Abinagoro, and Bandur, 2021). Even, the control over the customers’ feedback and ensure the return policies effectively. The efficiencies and the quality of the online services can help the business maximize its existing reputation and brand value at the same time.
Cons: The cost of launching the new website is higher and it may affect the cost structure and selling price of the products (Warren, 2022). It will require more phases, activities, and time for being accomplished. 
Considerations of the relative costs
In terms of launching the new website, Amana Ltd needs to envisage some crucial factors and costs. Such as:
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The total cost of launching an online site is £235,000 and this has guaranteed that the company can sell 100,000 units annually. The costs of setting up a delivery network and upgrading the website are fixed but the salary may vary each year as the company may need to increase the salary of an IT programmer. For which the cost may increase. In the first year, the per unit cost will be £2.35, by dividing 235,000 by 100,000 units. 

[bookmark: _Toc109575708]Conclusion
The control report has shown the original budget and the flexed budget and their comparisons with the actual budget and based on the comparison, the favorable and unfavorable conditions have been estimated. Then, the action of reducing selling price and increasing cost has been analyzed and effective recommendations have been provided. Then, the launch of a new online site has been decided and its pros and cons have been analyzed considering the relative costs of launching. 
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   The cost of setting up  a  delivery network,      The cost of upgrading  the  current website,      The salary of a full - time IT programmer annually   (Weygandt, 2020) .   
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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 fulfi l lment fees   50,000  

Total cost  50,000  

Guaranteed sales units on Amazon annually  65,000  

Lack of control over pricing and return policy  
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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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Particulars  Original budget (£)  

Sales  2500000  

Less: Variable costs   

Materials    250000  

Labour    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  
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Particulars  Flex ed  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  

 


