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[bookmark: _Toc101734972][bookmark: _Toc101735048][bookmark: _Toc101735553][bookmark: _Toc102425894](i)  Prepare the monthly control report showing original budget, flexed budget, and variances. 

Monthly control

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead
	1.50
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	600,000 UF

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	
	200,000
	200,000
	170,000
	30,000 F

	Insurance
	
	100,000
	100,000
	100,000
	0

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

	
Profit
	
	1,350,000
	1,010,000
	455,000
	555,000 UF





[bookmark: _Toc102425895](ii)  Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020. 

Local enterprises are defined as industrial, manufacturing, commercial, retail, or office-related businesses that are licensed by a city and have their major place of business or headquarters inside the municipal limits. (Law Insider, 2022) 

Local businesses, by their very nature, are prone to failure. According to reports, even if new enterprises survive their first year (with only a 20% failure rate), their chances decrease drastically as time passes. 60% of enterprises fail by their third year. (Troy, 2022) Despite such dismal success rates, Amana should not be concerned, as 40 years of experience demonstrates the power of a corporation. We are given the company's trust by default from the company's introductory report.

Amana's performance was certainly not at its peak during the month analysed in the report given above. We can immediately spot significant variances that have a drastic impact on revenue. Such inconsistencies can be effectively avoided if they are fully understood and discussed.

To begin with, just 80% of the units have been sold, which isn't necessarily a problem because the quantity of units sold can be just as valuable at the correct prices. However, cutting pricing, ostensibly to sell more units, is a key mistake that Amana LTD faces. It's worth noting that actions like this might result in disturbing variances, such as the one shown – £400,000 unfavourable variance in revenue. The business's decision to decrease costs is understandable, as we are aware of the fierce competition in the travel industry, particularly during pandemics and their economic consequences.

Furthermore, we might discuss Amana LTD's unfavourable variable cost scenario. It is foreseeable that the corporation will end up with an unfavourable balance after selling only 80% of its units at a lower price. The company's unmet criteria resulted in an 80,000£ unfavourable variance in material costs. A similar tendency may be seen in labour expenses, where the amount spent is far more than expected (under flexed costs) and can reach a variance of £120,000 unfavourable variance in labour costs.

Thankfully, the company's fixed costs were lower than planned, contributing to its revenue in a positive way. However, such constrained sums of money will not ensure the company's survival; rather, revenue from product sales will.

In this case, based on the considerations presented above and by being given the significant profit discrepancy (£555,000 unfavourable), we can conclude that Amana LTD's long-term viability has been severely harmed. This is not times of desperation, however, as companies can always arise from their ashes. The COVID-19 epidemic has also had a profound and straightforward impact on Amana's life. The pandemic had a tremendous impact on its field of expertise: travel became hazardous to people's health, and the global economy took a massive hit. 

Additionally, we could not speak enough about Amana's Chinese supplier. When it comes to manufacturing, China is well-known for offering reasonable pricing, and it is the primary supplier for many other larger corporations. When the pandemic first struck China, the country's economy collapsed, and it is still battling to recover. (Cheng, 2022) China may not be the ideal option for Amana LTD right now, but if one of the company's core values is loyalty, the collaboration could be beneficial.

We can see from the monthly control report and the previous paragraphs of material that Amana LTD, like most companies, was not prepared for a pandemic. As the volatile epidemical situation begins to settle down, as borders open, and as travel becomes more accessible and safer, we can confidently predict that Amana LTD will get back on track and resume its well-known success.

For the time being, the company should concentrate on improving its fundamental principles (for example loyalty, trust, equity, sustainability etc.) and delivering confidence to its consumers in order to foster trust among the communities in which it operates. The company should make the most of its 40 years in the souvenirs sector and use it as a key line of defence against new enterprises in the same industry or competitors. 

[bookmark: _Toc102425896](iii) Provide recommendations to Amana’s CEO on areas of improvement. 

There is no disgrace in identifying areas for development and assisting a company's long-term growth, no matter how successful it may be. As a result, in such a vulnerable position when it comes to the revenue-to-cost ratio, Amana's CEO might take a handful of measures to aid his company's growth. Furtherly there will also be some suggestions made.

To begin, a decent place to start would be to value its items for what they are, considering manufacturer expenses. Amana LTD depreciated its selling prices (resulting in a £5 unfavorable selling price variation), as shown in the performance report, causing the company's balance to be thrown off. Material costs are variable in nature; therefore, production expenses rise in lockstep with pricing - high prices imposed by manufacturers skyrocket the prices of Amana's products. As we shall explore further, our organisation should consider switching manufacturers or considering a change in labour and production expenses in a business meeting to match the selling pricing of Amana's products.

Amana LTD should think about keeping an eye on product demand. If a product is performing well and does not appear to depreciate over time, they should invest in it, promote collaborations, and do all possible to increase profit and enthusiasm surrounding the product, through proper marketing strategies. We operate under the premise that "where there is demand, there is production."

The company's manufacture supplier might also be a crucial issue dragging down its performance. As previously stated, Amana's Chinese manufacturer has most likely been severely impacted by the pandemic crisis that has arisen in that country; consequently, they should examine alternative countries that can give the same quality for products at similar or even lower pricing. Singapore and India are two good examples that come to mind.

Amana's CEO should think about expanding the company's workforce. As a company grows its reach, smart marketing, good design, pleasant, adorned shops, and strategically situated can dramatically boost its performance. In the company's description, we learn about its placements around the United Kingdom, therefore a portion of this proposal has already been examined. It is, however, critical to make the inside of each store appealing to clients, as well as pleasant and friendly. This improves the customer experience and, if the products are appropriately positioned, increases product demand.

Even though this company's variation in full-time warehouse supervisor wage was £15,000 favourable, Amana's CEO should consider equity as his company's core value. Equity among his employees (including those working in manufacturing, who are frequently underpaid) establishes a chain of trust among the communities in which the company grows.
[bookmark: _Toc102425897]PART B

No one expected the pandemic to spread so rapidly and violently when it first broke out. It has gradually influenced a wide range of economic and social spheres around the world, and it has, unsurprisingly, prompted many enterprises to go online. Many businesses were unprepared to deal with the new limits and shutdowns when COVID-19 initially hit the market. Many businesses have discovered ways to deal as guidelines for restaurants, retail establishments, theatres, and other industries have been formed. (LaFleur, 2020)

Risks must be taken in order for a business to move online, particularly if they choose to close some of its branches, as Mr. Amana would. Any basic damages to a company's resources can be considered a risk and in the next paragraphs, we will go over a few of them. When looking at a list of strengths and weaknesses and comparing the two options available to the organisation, we can easily see significant differences.

The security provided by internet platforms is the number one risk of going online. Although e-commerce sales have taken over the world in recent years, data protection and online security remain concerns. If Amana LTD decides to create their own website, its data is exposed. As a result, they will need to put more money into businesses that are specifically breaking into their systems to uncover weaknesses – a full-time IT programmer may not be enough in situations like this. The corporation is relieved of this burden by selling its products on Amazon.

The company expects to sell 65,000 units by selling products on Amazon, but it has no control over pricing or return policies. This can have an impact on the company's profit because pricing may be low for the product's true value and may not fully cover production costs, as well as return policies that do not line with the company's principles. Creating a personal online platform gives the business autonomy. They will set the price of the products based on their worth, and they will have complete control over delivery and return policies and procedures. They can also choose any shipping service that they want, ensuring that their goods are delivered in perfect condition. However, Amazon Shipping would not have a problem with this because they are known over the world for their high levels of reliability.

Competition is burning many organisations' relevance among customers, especially in the online environment, where data flows at incredible speed. Amana LTD is confronted with a situation with two possible outcomes. Amana may have a big success with its planned online platforms, whether it is on Amazon or on its website, because it is so well recognised and regarded in the sector, as seen by its 40 years of existence and flourish. Another possibility is that the company's success, as well as half of its revenue, goes down the drain. Companies must be aware of new media streams of information as well as crucial variables in making their websites more appealing and reliable. Selling products on their own website entails, among other matters, ensuring secure payment methods and user-friendly page designs that captivate clients; this, together with the confidence earned over many years of offering the best services to the clients, allows Amana LTD to easily stand out from the crowd. This, on the other hand, cannot be seen on a large marketplace like Amazon, where equivalent things can be sold at wildly varying costs. Good products that aren't related to a customer's precise search tags or keywords aren't shown to them, and products that don't match their digital footprint are hidden. Competition may easily eat away at a firm's spark in situations like these, where every company is so eager to sell their services.

Furthermore, we can appraise the problem based on the charges that have been provided to us. When referring to true data, rather than hypothetical events, analysis and reports become truly important and relevant.

Adding up the costs of developing its own e-commerce platform comes at £235,000. During these periods of COVID-19, which will continue to damage the economy for a lengthy period of time, the company's profit could drop dramatically, and investing in such can quickly lead to bankruptcy. This is not a risk a corporation should take if the main goal is to sell 100,000 units per year at a price that meets their demands. The company's long-term viability and financial growth should be prioritised here, not short-term control.

In contrast, Amazon can guarantee the company's relevance on their platform, constant growth and sales, a stable revenue, shipping techniques, packaging, and product safety for only £50,000. This leaves the corporation with only half of their products to worry about: those sold in physical stores.

[bookmark: _Toc102425898]Costs comparison between Amazon’s services and a personal website

	
	Selling through a personal website (£)
	Selling through Amazon (£)
	Variance
(£)

	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
	35,000
	-
	

	Amazon fulfilment fees
	-
	50,000
	

	Total costs
	235,000
	50,000
	185,000



As we can see from the table above, the overall relevant costs for Amana LTD approach dangerous levels after a year of selling products on the company's own website. If the company decides to switch 50% of its sales to Amazon, they will be in a better position, as they will only have to invest £50,000 in Amazon fulfilment fees and will have guaranteed 65,000 units sold by the end of the year. In this regard, despite the loss of control over elements such as pricing and return policies, Amazon's offer should pique Amana's interest because it offers greater long-term stability than an online personal website alternative.

In order for Amana LTD to be able to build a personal website from the initial concept, they will need to give up £235,000. This entails investing a significant sum of money over which our organisation may have no control. This is especially true given that some of the expenses listed in the table above are recurring (such as the salary of a fulltime IT programmer).
If the company determines that, in the end, despite all the costs that would accrue over time, they want to have their own website, they should also consider the £185,000 difference that we can discuss. A personal website, on the other hand, demands more time, means investments of £235,000, and over time fees in case of system breakdowns or security difficulties, whereas Amazon only asks for £50,000 and becomes a stable platform for sales.
[bookmark: _Toc102425899]Conclusion

Management accounting has come a long way in terms of providing a variety of perspectives for diverse scenarios, and it is the objective aid that any firm requires for long-term sustainability and consistent revenue. In the previous study, I demonstrated how effective it is, particularly when assessing several areas for improvement in a company's infrastructure. 

Finally, for Amana LTD, shifting 50% of their sales to Amazon will result in long-term improvement and success, as they will be able to expand their business to their own site. This will, of course, happen once the company's income has stabilised and its online growth appears to be the most promising.
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