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Introduction

Management accounting is mostly used in-house for the purposes of both planning and decision-making. Issues unique to management accounting serve as the basis for this paper (Crosson, 2014). In this study, we'll look at the specific situation of a company called Amana Ltd., which is run by a family. Part one entails creating control reports that detail how much of a departure there is between the initial and flexed budgets, as well as how much of a difference there is between the original and the actual budget. Then, we'll look at what happens when we lower prices and when we raise prices, and we'll give you our best advice based on that. A preferred method of doing business online will be selected in the next section.
[bookmark: _Toc112975096]Part-A
The English company Amana Ltd is owned by a family and operates as a tourist shop selling trinkets and curios for foreign visitors. Throughout England, this company has many outposts around popular tourist destinations like Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham's city centre, and Manchester. Here we will look at the monthly control report and see how the baseline budget, the adjusted budget, and the variances compare.
[bookmark: _Toc112975097]You should expect Amana to continue its strong performance in 2020 based on the data shown here. At last, suggestions for several areas of advancement will be given to Amana's CEO.
1. A control report showing original budget, flexed budget, and variances

Management accounting requires the preparation of control reports for the purpose of managing the management, with the goal of spotting deviations from planned performance without losing time in taking corrective measures (Crosson, 2014). The efficacy of Amana's internal control over financial reporting may be evaluated by using this control report, which is used by management.
Cost projections at the beginning: This budget is set for a specific, predetermined level of activity, making it hard to assess results when actual output differs from expectations (Rohde and Garrison, 2019).

	
	Original Budget/Cost per unit (£)
	Original budget
(£)
	Flexed budget
(£)
	Actual Budget
(£)
	Variance
	

	Units
	100,000
	100,000
	80,000
	80,000
	0
	

	Selling price
	25
	25
	25
	20
	-5
	UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	-400,000
	UF

	Variable cost
	
	
	
	
	
	

	Materials
	2.5
	250,000
	200,000
	280,000
	-80,000
	F

	Labour
	4
	400,000
	320,000
	440,000
	-120,000
	F

	Overhead
	1.5
	150,000
	120,000
	120,000
	0
	

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

	Fixed overhead
	
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	200,000
	170,000
	30,000
	UF

	Insurance
	100,000
	100,000
	100,000
	100,000
	0
	

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

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



Flexed budget:  Adjustable budgeting allows for the identification of the proportion of a positive cost variation attributable to a decrease in activity against that which is the result of careful management of expenses (Rohde and Garrison, 2019). Therefore it's important for businesses like Amana to adjust their spending to reflect their true level of output. The flexed budget is a representation of the income and expenditures that would have been appropriate at the actual level of activity, and it helps with performance evaluation and provides a more accurate picture of the performance being evaluated.
Variances: Any positive or negative discrepancy between actual expenditures and the baseline or adjusted budget is considered a variance (Hess and Hess, 2018). 
Variances at 70,000 flexible units between the actual and flexed budgets
[bookmark: _Toc112975098]Variance at 90,000 units between actual budgets and flexed budgets

2. Using the 2020 control report as a basis, this report will analyse Amana's performance.

After 40 years in existence, the scenario's family-owned firm has adapted to the ever-changing needs of the tourist sector. This family-run firm, like many others in the tourist industry, has been hit hard by the current epidemic and the government shutdown. In April of 2020, sales plummeted because tourism-related firms were unable to function normally, only to see a modest recovery by summer.Two significant initiatives have been implemented by Amana Ltd during these periodic stoppage periods.
1.First, in an effort to increase overall sales income, the corporation has cut their selling price,
2.The material costs for the business inevitably went up.
The next stage is to determine whether or not these changes improve Amana's overall performance. Therefore, a critical study of the organization's performance will be carried out using the PER approach. The primary goal of performance-enabled reengineering as a project management approach is to aid businesses in rethinking processes and supporting organisational transitions swiftly and strategically (Alegre and Sard, 2017).
Reduction of the selling price
Many companies went down as a result of the pandemic's successful plans and activities, while others survived. In order to attract more clients and speed up sales overall, Amana Ltd lowered prices.
Since clients would still pay less for the same level of service, the company reasoned that it would attract more of its ideal clientele by lowering prices (Rohde & Garrison, 2019).
The firm would earn money off of Amana's performances by selling them for a price and a quantity that it chose. With this kind of choice in place, the business hoped to keep up with the competition. Even yet, the company believes that this choice will increase the company's revenue.
This choice to lower prices is unfortunately not a long-term plan. A sustainable sales approach is not a static state but rather an iterative process that develops in response to the demands of the future and the resources available in the present (Wild, 2019).
Increase in cost of materials
There has been a general increase in the cost of all product-based materials as a result of the negative effects of Covid-19, and the negotiating strength of various material suppliers has increased as a result (Takai and Banga, 2014). The cost of almost every input for Amana Ltd increased dramatically throughout this time period. The corporation insisted on optimising all other expenses and expenditures in light of the rising price of raw materials in 2020. In the end, the company's total expenses may have grown, which might have resulted in higher prices per unit.
[bookmark: _Toc112975099]Due to the product nature of the company's offerings, the price of raw materials has considerable sway on operating margins. Amana Ltd's cost structure is particularly sensitive, which may have serious repercussions for the company's success (Rohde and Garrison, 2019). As a result, the company's dependability may be compromised in certain situations, and the resulting financial burden represents a critical concern for the company.
3. Recommendations

a. Reason for price reduction: Here are some useful and important recommendations for the CEO of Amana Ltd to enhance the current situation of the company:
· In order to secure a sustainable sales strategy that may benefit the firm, the environment, and the consumers, the company should reevaluate the pricing structure (Rohde and Garrison, 2019). In order to maintain quality, it is important to reevaluate the pricing at which they are being sold. The hasty decision to cut the selling price was just for the short term and has no long-term advantages for the firm, thus the review's primary goal will be to increase the company's long-term profitability.
· [bookmark: _Toc112975100]The material cost increase might have a significant impact on Amana Ltd's bottom line, therefore the company has to keep a close eye on the cost structure.The time and energy needed to recover from this may be substantial. In light of this, it is essential to keep a close eye on the company's overhead. Then it's up to management to keep the material prices down without letting quality slip (Takai and Banga, 2014). To keep its pricing strategy adaptable and sustainable, Amana Ltd can consider moving to a less expensive supplier with a proven track record, while taking care to preserve product quality at the reduced price point.

Part-B
According to Amana Ltd., several rival businesses in the UK, Europe, and the United States are increasingly attracting clients via internet channels. The company is currently considering expanding to other cities including Brighton, Birmingham, and Manchester. The introduction of the company's products and services online is meant to simplify the company's operations as a whole and to shift half of the company's sales to the Internet. Key considerations in this instance. The following are examples of this:
If your company is planning on releasing its own website,
· Price of establishing a distribution system,
· In terms of the money needed to improve the present website,
· Average yearly income for a computer programmer who works full-time (Weygandt, 2020).
If we assume that they are selling on Amazon.
· Fulfilment fees.
[bookmark: _Toc112975101]It's crucial to weigh these two possibilities before making a final choice for the company. Therefore, following we analyse the comparisons between the choices considering relative characteristics and relative costs.

The better options and the reasons
While the partnership with Amazon was a big step in the right direction, there are still many moving parts to consider before developing a standalone website for the company. In this scenario, the company must first establish the distribution network, and only then update the website, since it is crucial for the company to give effectiveness and efficiency of the websites in terms of delivering high-quality services through the websites. Amazon has achieved dominance in this category due to the superiority of their website in every measurable way (Nsairi and Khadraoui, 2013). This makes it challenging for the company to guarantee the website's greatest possible quality and efficiency. Companies need to hire an IT programmer full-time to keep an eye on their websites, making sure everything is running well and fixing any bugs that pop up.
While this is not a concern while working with Amazon, the company will still feel little to no influence on Amazon's price and return policies. That implies Amana's set cost on the Amazon platform is subject to change, since the firm has no control over the platform. The firm also cannot tolerate a return policy that is detrimental to its success and image (Nsairi and Khadraoui, 2013). Despite the fact that, as per the assurance given to Amana Ltd., Amazon would sell less units of merchandise. In order to increase sales, the corporation has to create its own website.
The relative costs of the available options for Amana Ltd
	Alternatives
	£

	Option-1: The company is releasing a whole new website.
	

	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

	Not being able to influence price or refund policies



[bookmark: _Toc112975102]In this data, we can see that the overall cost of building a new website for a company is about £45,000, which is almost four times as much as the contract with Amazon. Despite the hefty price tag, the firm will benefit from more sales and improved pricing and return policies. Since this is the case, this alternative is picked. Additionally, the firm has been there for 40 years, so it is past due to adapt to the modern market and become digital.
Pros and cons of going online

There are benefits and drawbacks to any possibility, and it is up to the company to weigh these factors (Priambodo, Sasmoko, Abinagoro, and Bandur, 2021). In this situation, a new website is being introduced, and the pros and cons of this decision will be discussed. As an example:
Pros:  The advantages of building a new website for a firm like Amana Ltd include increased exposure to potential clients. On top of that, it's easy to initiate a direct connection through the web page. The corporation is free to set and alter its own, unique pricing strategy (Priambodo, Sasmoko, Abinagoro, and Bandur, 2021). Even more so, the ability to manage client comments and returns with confidence. In addition to bolstering the company's current reputation and brand value, the effectiveness and high quality of the company's online services may assist the company expand on both.
Cons:The increased price tag of releasing the new website may have an impact on the pricing structure and final prices of the items (Warren, 2022). There will be additional steps, actions, and time needed to complete it.
Considerations of the relative costs
Amana Ltd has to think about certain important things and expenditures before they publish the new website. As an example:

	An estimate of Aman Ltd.'s new website's launch price
	£

	Cost of setting up delivery network
	150000

	Cost of upgrading current website to handle large volume of sales 
	50000

	Salary of a fulltime IT programmer
	35000

	Total Cost
	235000



[bookmark: _Toc112975103]The website launch costed the corporation £235,000. This ensured yearly sales of 100,000 units. While the price of establishing a distribution network and updating the website is a constant, the income of an IT programmer may be subject to annual increases. Which might lead to a price hike. By dividing the first-year price by the expected volume of sales (235,000 units/100,000 units), we arrive at a price per unit of £2.35.

Conclusion
[bookmark: _Toc112975104]On the basis of the comparison between the original and flexible budgets and the actual budget, the control report estimates the favourable and unfavourable situations. Then, useful suggestions were made after analysing the process of lowering the selling price while simultaneously raising the costs. After weighing the benefits and drawbacks of creating a new website against the expenses involved, a decision has been made to do so.
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