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The practice of delivering cost, specific and detailed information about the organisation’s future to its executives in order for them to make critical choices for the business is known as management accounting. Budgets, predictions, and performance reports are among the items included in this data. However, the emphasis on short-term options is one of the most critical components of management accounting.
Over the years, the hotel industry has proven to be one of the most lucrative and appealing. The beginning of the COVID-19 pandemic, on the other hand, prompted significant changes in many business sectors around the world, including the hospitality industry. As a result, many enterprises struggled financially, with the majority of those operating in physical stores closing down, and only a few were succeeding in e-commerce. 
Based in the UK, Amana Ltd is a family-owned tourist company that offers souvenirs to visitors.in Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham City Centre, and Manchester City Centre are just a few of their sites in tourist areas across England. Created on their designs, a Chinese factory-prepared the souvenirs specifically for Amana’s team. They have been running a successful business for 40 years and have learned to appreciate the tourism industry’s dynamic character
This report will create the monthly control report, including the original budget, the flex budget, and the variations. In addition, this case study will assess Amana LTD’s performance concerning various expenditures and offer suggestions for areas that require improvement. Furthermore, this report will analyse Mr Amana’s choice to go online and recommend whether they should open their online store or sell on Amazon, considering all related expenses.
.
Part A
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According to Charifzadeh and Taschner (2017), control reports are essential for management’s supervision responsibilities. Control reports aid managers in identifying discrepancies and loopholes in business processes so that remedial action can be performed. The original and flexible budgets are two significant reports that organisations use to control their business. The original and flexible budget difference shows the differences in operations. The initial complete budget established for the firm for the determined period is referred  as the original budget (Remko, 2020). 
Alternatively, a flexible budget is a variable budget that is used to modify the firm’s shifting activity levels as it operates. Variation is caused by the disparity between the original and flexible budgets (Guo and Yang, 2018).

	Budgetary control system
	
	
	
	
	

	Details
	original budget (£)
	flexible budget (£)
	actual budget (£)
	variance (£)
	

	units produced
	100,000
	80,000
	80,000
	20,000
	unfavourable

	selling price
	25
	25
	20
	5
	Favourable

	Sales revenue
	2,500,000
	2,000,000
	1,600,000
	400,000
	Favourable

	Less: variable cost
	
	
	
	
	

	labour
	400,000
	320,000
	440,000
	120,000
	unfavourable

	materials
	250,000
	200,000
	280,000
	50,000
	unfavourable

	overhead
	150,000
	120,000
	120,000
	30,000
	favourable

	
	
	
	
	
	

	Contribution
	1,700,000
	1,360,000
	1,160,000
	340,000
	unfavourable

	Less: fixed costs
	
	
	
	
	

	supervisor salary
	50,000
	50,000
	35,000
	15000
	Favourable

	Insurance
	100,000
	100,000
	100,000
	0
	

	warehouse rental
	200,000
	200,000
	170,000
	30,000
	Favourable

	
	350,000
	350,000
	305,000
	
	

	net income
	1,350,000
	1,010,000
	855,000
	495,000    Unfavourable
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The direct labour cost fluctuated by £120,000, which was unfavourable. The gap between the budgeted amount and the actual amount spent was substantial. For example, the variable labour cost should be £320,000 but went up to £440,000. 
This negative variance is due to the company’s failure to include other employees in decision-making, which results in latent worker discrimination. Furthermore, the corporation may have hired experienced and efficient staff who demand more significant salaries, resulting in an unfavourable wage differential.
An £80,000 difference indirect material costs were unfavourable. The cost of materials was supposed to be £200,000, but it ended up being £280,000; hence £80,000 was a significant difference. The result is from low-skilled labour causing damage to the acquired raw materials. Furthermore, the corporation may be using obsolete equipment in the manufacturing process, which causes damage and, as a result, detrimental material variation.
Amana Limited has set a profit target of £1,350,000. However, this was not realised because the actual profit was £855,000, resulting in a £495,000 unfavourable variance. Since the anticipated cost average objective of £25 was not met, the company registered an unfavourable sale price variation of £400,000. Due to decreased rate of clients at the start of the global pandemic, the company was required to reduce the sales price. As a result, foreigners were prohibited from entering the United Kingdom, causing a drop in business activity.
All of the differences in fixed costs were positive. The warehouse rental, for example, was £30,000 less than the market rate. The UK government responded to the outbreak of Covid, a global pandemic, by enacting regulations to protect traders. The landlords of the storehouse may have given Amana Company’s management a rent waiver to cushion them during difficult economic times when the company’s operations were halted. Furthermore, the salary for a full-time supervisor was £15,000, which was a good deal. However, the firm’s production rate was minimal due to poor business activity, and the storage facilities were not in use, leading management to redundant the warehouse supervisor.
The volume variance in sales contributions was unfavourable, as it was £340,000 lower than the £1,700,000 anticipated contribution. The amount of quantity manufactured is to blame for this negative variation. The budgeted number of production volumes was 100,000, but only 80,000 were actually manufactured, resulting in a 20,000-unit shortfall. In addition, a drop in the quantity supplied of the company’s products encouraged this adverse variance, resulting in the creation of fewer commodities.
The overhead deviation was £30,000 in favour because management had expected it to be £150,000, but it was, in fact, £120,000. The favourable variance was attributable to the discount achieved due to buying large quantities of indirect supplies. Furthermore, because the corporation may be using current equipment that needs less energy, there is optimal energy and oil use in the manufacturing process.
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The primary goal of any corporate entity is to maximise earnings while minimising available resources. Inappropriately, Amana Limited Company failed to fulfil its financial goals and management; hence the organisation should devise strategies to improve its overall performance by lowering costs associated.
The Amana executives should also consider replacing the machines used in the manufacturing process. This strategy will increase productivity and reduce the amount of time spent making goods. Furthermore, the management should think about using energy-saving equipment to reduce the volume of electricity needed by moving machinery. In addition, the business should think about investing in e-commerce (Ahani and Nilashi, 2020). This approach can be accomplished by developing an internet platform that will allow clients to purchase stuff from anywhere. 
With the ongoing global epidemic, several governments around the world encouraged their residents to avoid congregating in one location, which was a setback for Amana Limited, which relied on physically engaging with their clients. However, due to its web business, Amana Limited will be able to continue offering its goods to people both inside and outside the United Kingdom. The mentioned improvements will aid in raising the volume of sales, hence increasing revenues and achieving the desired goal (Hua, 2016).
Therefore, the managers at Amana Company should build a solid client base. The business has to devise strategies to ensure that it has a significant market share, which will result in greater revenues (Remko, 2020). By way of print media and the placement of billboards on numerous London streets, the businesses should focus more on publicising their presence and the sort of items it trades with. It should also contemplate awarding loyal consumers who will be inspired to buy the firm’s products in the future and recruiting potential subscribers who will lead to a growth in sales, resulting in increased earnings. The business should set up a customer service desk to solicit client feedback on the firm’s items and services that require improvements.
Furthermore, management should employ multiple inventory tracking approaches such as minimum purchase quantities, just-in-time inventories, and economic order quantities. This method will allow management to produce per needs, reducing the amount of extra product that must be stored in warehouses. Specifically, management should consider hiring staff with production expertise and awareness of best procedures for handling resources. As a result, the material variance will be more favourable, as less materials will be overused (Charifzadeh and Taschner, 2017).
Part B
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Businesses in the globalised economy are constantly changing. Data shows that most companies adopt advanced techniques to stay in touch with their consumers araund the globe. For example, at the onset of the covid pandemic, several governments warned their residents to avoid congested areas, which had been a significant setback for the hospitality business. As a result, the only way for a company to stay afloat was to use online platforms to sell items (Hua, 2016).
Because an organisation may rapidly adjust the offerings and target market based on the gaps that occur, online commerce is thought to be adaptable (Sohn, Seegebarth and Moritz, 2017). For example, suppose Amana Limited decides to offer its goods over the internet. In that case, it will reap plenty of gains, such lower start up and operating costs, larger margins and cash flow, increased competition, and a large client base. For example, the digital marketing allows management to save money on expences like employee salaries, storage rent, and energy. This option allows the organisation’s administration to use that money toward improving the website. 
Contextually, buyers may use PayPal, Amazon Pay, Google Pay, and Apple Pay to make repayments, which is more straightforward and quick than going to the bank. In addition, Digital platforms such as Amazon and eBay provide convenient access to markets, allowing entrepreneurs to set up a web store and sell their products in a shorter amount of time (Guo and Yang, 2018). Moreover, 93 per cent of UK shoppers aged 15 to 79 years purchase online, and the e-commerce industry expects to rise to $6.5 trillion by 2023, serving 2.14 billion users. In this scenario, Amana Limited’s executives should think about offering their products on Amazon’s web retailer.
This option will save them money on things like the £150,000 cost of building up the delivery system, the £50,000 value of upgrading the existing website to accommodate a vast volume of transactions, and the £35,000 annual wage of the IT operator. For instance, they will have to pay a £50,000 fulfilment fee and be assured of selling more than 65,000 units on Amazon, depending on the market. For example, if the retail price on Amazon is £20, Amana Company will deliver approximately 1,300,000 units. Furthermore, Amazon is well-established and may pose a challenge to other well-established online stores such as Alibaba and eBay, increasing the selling of souvenirs worldwide (Guo and Yang, 2018).
Amazon is a multinational online retailer with operations in over 100 countries and profitability of more than £280.5 billion on average. Furthermore, many clients around the globe have loyalty and belief in shopping in Amazon online stores because of the engaging components on its webpage (Hua, 2016). Furthermore, Magento has several shop views, allowing different merchants to examine their commodities to see if they resonate with a worldwide audience by posting a local Amazon profile.
Therefore, from the analysis above, Amana Company’s shareholders should consider creating an online store since it can generate a net income of £1,765,000 if 100,000 units at £20 each are sold. In comparison to Amazon’s e-commerce site, Amana Company will be able to generate more than £465,000 from its own online store. The profits generated will help Amana Limited develop itself in the international economy and solidify a loyal customer base worldwide. The company also will be able to obtain new customer data analytics, ensuring that it produces items that fulfil its customers’ needs.
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In a nutshell, Companies must enlist the help of professionals to create precise budgets, which reduces the risk of errors and improves variance analysis. Similarly, any business that wants to accomplish its goals and ambitions have to incorporate online stores with a consumer base. Budget reports are essential to guarantee that management provides more significant employment opportunities that decrease manufacturing costs and negotiate terms of service with diverse suppliers. 
Furthermore, every corporate structure should empower individual directors of separate departments to make recommendations that limit expenses and boost operating profit. Additionally, monitoring corporate objectives and regularly analysing monthly budget expenditure allows a company to avoid risks. All production costs should be attributed to goods to align benefits and expenditures effectively. Corporations use management accounting to determine whether a new option is cost-effective. A long-term choice can have a substantial monetary influence on a business for many years.
Relevant cost is a budgetary control phrase that refers to costs that could have been avoided if specific business actions had been made. This technique effectively separates irrelevant data that could obstruct management’s outcome. Besides, these expenses are generally weighed while making three significant choices: purchasing or selling, special orders, and retaining or halting the production of company units. To make a judgment, business executives consider relevant costs. Relevant costs aid in the elimination of irrelevant information that can inhibit decision-making.
Good technical and interpretive abilities must be highly proficient when decision-making in cost analysis. Therefore, these procedures identify the concerns which need to be resolved and considered by the executives during the deliberation and implementation of strategies. As a result, successful managers can evaluate the quality and quantity of many options. All managers should cope with a great lot of uncertainty while making choices, which is an integral part of their job. Likewise, following a strategy that ensures managers consider all relevant facts and examine each of the most likely outcomes is an excellent method for making precise judgments.
Short-term decisions are generally made in response to a temporary situation or a pressing necessity. In contrast, long-term decisions are more concerned with long-term issue resolution and achieving strategic objectives. Lastly, expenses, sales, earnings, and other vital aspects to stakeholders in the organisation are often included in management accounting information.
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