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[bookmark: _Toc101182250]Introduction
Management accounting is a procedure of identifying, analyzing, and interpreting the fiscal information to the managers of the organization to enhance the decision-making abilities which is significant for development of the firm (Xu et al., 2021). In this report, different fiscal statements will be prepared of Amana Limited to analyses their performance in the marketplace. Apart from this, the suggestions will be provided to them in this report on selling their products on Amazon or through their own website. In the report, recommendations will also be provided that will help the managers of the firm to enhance the efficiency of their trade operations.  

[bookmark: _Toc101182251]“Part A” 
“Overview of Amana Limited” 
Amana Limited is a small-scale firm which operates its trade activities in the UK’s marketplace. The firm is owned and controlled by a family as it is a family-owned business. The firm mainly sells the souvenirs to the visitors who visit the country to spend their holidays and vacations. The firm had its branches in various tourist hotspots of the country such as Brighton, Westminster bridge, Manchester City Centre, London Bridge, Birmingham City Centre and so on (Alabdullah, 2022). The products of the company are manufactured and produced by the Chinese manufacturer as per the designs of the Amana team. But due to the outbreak of the Covid-19 all across the world, the firm has to face severe losses as the government of the United Kingdom has put lockdowns all across the nations in order to control the spread of the Covid -19 virus. As a result of this, the firm must shut their commerce activities in the UK’s marketplace (Beech and Anseel, 2020). The firm has its own official website through which they advertise and promote their products in the market, and they sell their products only through their physical stores in the UK’s marketplace. 
(i)“Prepare the monthly control report showing original budget, flexed budget, and variances”.
Control report: In simple terms, these are the reports which are prepared to know or understand the efficiency and productivity of the commerce operations of the firm in the market (Pankov and Kukhto, 2019). The “control report of Amana Limited is made below for the month of March, 2020”:
	“Productive Activity” 
	“Budget”
	“Actual /Flexed”
	“Variance”
	
	

	
	“100,000 units”
	“80,000 units”
	
	
	

	“Costs” 
	“£”
	“£”
	“£”
	
	“%”

	“Materials”
	“250,000”
	“280,000”
	“30,000”
	“Adverse”
	“-12%”

	“Labour”
	“400,000”
	“440,000”
	“40,000”
	“Adverse”
	“10%”

	“Overhead”
	“150,000”
	“120,000”
	“30,000”
	“Favorable”
	“25%”

	“Warehouse rental” 
	“200,000”
	“170,000”
	“30,000”
	“Favorable”
	“18%”

	“Insurance” 
	“100,000”
	“100,000”
	“NIL”
	-
	-

	“Full Time warehouse supervisor salary”  
	“50,000”
	“35,000”
	“15,000”
	“Favorable”
	“43%”

	
	
	
	
	
	

	“Selling Revenue”
	 “2,500,000”
	“1,600,000”
	“900,000”
	“Favorable”
	“25%”

	
	
	
	
	
	

	“Total” 
	“3,650,000”
	“2,745,000”
	“905,000”
	“Favorable”
	“16%”


Table No.1: “Control Report of Amana Limited”
(Source: Created by learner)
For the month of March, 2020, the managers of Amana Limited decided to produce 100,000 units of products to sell in the UK’s marketplace. But they are only able to manufacture and sell 80,000 units of products in the marketplace. For the purchase of raw materials, the firm has prepared a budget of £250,000 but, they devote £280,000 on raw materials. From their budgeted value, the firm has spent more £30,000 for the purchase of raw materials. Apart from this, on labor the managers of the firm have spent £440,000 but they have budgeted an amount of £400,000 to spend on labors. Therefore, from their budgeted amount the managers have spent more £40,000 on the labors to manufacture services and products (Keogh-Brown et al., 2020). The managers of the firm have spent more on the labors and raw materials from their budgeted values which demonstrate that they fall to follow and implement their budget in case of raw materials and labors. This will in turn enhance their overall operational or manufacturing expenditure which in turn minimizes the revenue margins of the firm. Reduced profit margins will put a bad impact on the trade operations of the firm in the marketplace as well as it will affect their future expansion and development plans.  On the other hand, for their overhead expenses the firm has spent £120,000 but they had made a budget of £150,000 for their overhead expenses. Apart from this, the firm has spent £170,000 for their warehouse rental in the month of March. But for the warehouse rents the firm has made a budget of £200,000. Along with this, for insurance they have made a budget of £100,000 and, they have spent £100,000 for the insurance. Apart from this, the firm has spent £35,000 to give salary to the supervisor of the warehouse but for it they have made a budget of £50,000. For the overhead expenses, warehouse rents and salary of the supervisor, the managers of the firm have spent less in comparison to their budgeted values. It will help the managers to enhance the revenue margins of the firm which in turn will provide them a competitive edge over their competitors in the market. Meanwhile, for the month of March, the firm has planned to make a total revenue of £2,500,000 but they have generated a revenue of £1,600,000 by selling their services and products in the marketplace (Curtis et al., 2018). The managers fail to generate their budgeted revenue as they fail to manufacture their budgeted units of products.  
(ii) “Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020”.
“In the books of Amana Limited”
“Income Statement”
“For the year ended 31st March, 2020”
	“Income Statement”
	
	

	
	“Amount (£)”
	“Amount (£)”

	“Sales”
	
	“1,600,000”

	
	
	

	“Less: Cost of Goods”
	
	

	“Opening”
	-
	

	“Add: Purchases (Materials)”
	“280,000”
	

	“Less: Closing”
	-
	“280,000”

	
	
	

	“Gross Profit”
	
	“1,320,000”

	“Less Expenses”
	
	

	“Labor”
	
	“440,000”

	“Overhead”
	
	“120,000”

	“Warehouse rental”
	
	“170,000”

	“Insurance”
	
	“100,000”

	“Fulltime warehouse supervisor salary”
	
	“35,000”

	
	
	

	“Net Profit”
	
	“455,000”

	
	
	


Table No.2: “Income statement of Amana Limited”
(Source: Created by learner)

From their business activities in the marketplace, the Amana Limited has generated revenue of £1,600,000 by selling their services and products in the UK’s marketplace in 2020. Apart from this, the total amount which the managers had spent on the manufacturing of the products for the year 2020 was £280,000. Therefore, the gross profit of the firm for the year 2020 was £1,320,000. Meanwhile, the non- production expense of the firm for the year ended 2020 was £865,000.  Therefore, from their commerce activities the firm has generated a total net profit of £455,000 in 2020. In the year 2020, the firm has generated a decent amount of revenue from their commerce activities in the UK’s marketplace (Narkunienė and Ulbinaitė, 2018). The big income margins will help the managers to grab the new opportunities in the marketplace which is significant for their future development and expansion in the UK’s marketplace.  
(iii) “Provide recommendations to Amana’s CEO on areas of improvement”.
Below are some of the main strategies which the CEO of Amana Limited can use to improve their business performance for maximizing their income margins. They are: -
“Summaries the plan and share with every employee”: The CEO is the most significant part of a company because they oversee all the company's obligations and tasks. The CEO can improve the performance of the company by summarizing and sharing plans and exchanging ideas with everyone present in the company (Tasić et al., 2018). As a result, the CEO of Amana's company should prepare a thorough and detailed explanation of the strategy and send it to all of the company's workers and employees. This will assist employees in comprehending and knowing how to perform the task, as well as who will perform it, etc. When the work is completed accurately, the company's performance will improve automatically. 
“Hire more smart workers”: Hiring more smart and intelligent workers is another strategy which helps the CEO to improve their company's performance. The CEO of Amana's company must hire those employees who are intelligent, smart, hardworking, etc. Thus, to complete the task more accurately within a given period (Taouab and Issor, 2019). By finding smart workers from outside in the Amana, the workers can really provide better ideas, concepts, and thoughts to solve any kind of problem. This will help the Amana company to improve their overall performance effectively and efficiently. 
“Digital Marketing”: Using social media platforms is another one of the major strategies which helps the CEO to enhance their company's overall performance. Social media is not only about promoting the company's brand, but it helps in the improvement of the company's performance (Shad et al., 2019). So the CEO of Amana's company must use social media because by using different social media platforms like Facebook, WhatsApp, twitter helps the company to promote their brand which automatically results in increase in the improvement of Amana Company’s performance. 
“Assess the situation”: Assessing the current situation helps the CEO to improve their company's performance. The CEO of Amana's company must assess the situation wherever they are in. This will help them to understand the actual position and performance of the company and their employees. If the Amana Company’s condition is not at all good, then the CEO should develop some other new plan to bring the company's operations back on track (Bouwman et al., 2019). So, assessing situations will help the Amana Company to know their weaknesses, strengths, rivalry, etc. As a result, by assessing situations on a regular basis, there will be an improvement in the business as well as improvement in the number of profits. 
“Acknowledge weaknesses and improve them”: This strategy is one of the major strategies which helps the CEO to enhance their company's overall performance. The Amana Company won't be able to improve unless they're willing to alter and develop. This means that the company will not at all improve if they do not fulfil their weaknesses and develop them over a certain period (Taouab and Issor, 2019). So, the CEO of Amana's company must work on their weaknesses and problems which affect them while doing business. By solving the major or minor problems, the CEO of Amana company can really improve their business without any obstacles. 



[bookmark: _Toc101182252]“Part B” 
In the market, Mr. Amana has noted that some of their competitors or rivals are now selling their services and products through the internet in the markets of Europe, USA and UK. For competing with their competitors or rivals in the market, Mr. Amana has decided to shut down some of their physical stores and shift 50% of their sales to the internet. The physical stores which Mr. Amana has decided to shut down are: “Brighton, Manchester City Centre and Birmingham City Centre branches”. The very first advantage which the firm will receive by selling their services and products on the internet is that it will minimize the total functioning cost of the firm as the managers does noy have to pay additional expenses such as electricity bill, rents of physical stores, wages of staff and so on if they sell their products on the internet. Reduction in the functioning cost of the firm will help the managers to maximize the income margins of the firm that will help the firm to effectively compete with their rivals in the marketplace (Boiko et al., 2019). Apart from this, another biggest advantage which the firm will receive is that it will help the managers of the firm to enhance their customer base. Through their offline stores the managers can sell to the customers who only visit their stores. Here, the customer base of the firm is limited. But on the internet, there are no restrictions, the firm can sell their services and products across the globe without any disturbance. Therefore, by selling their products on the internet the firm can increase their customer base which will provide a competitive edge to the firm over their competitors in the market. Henceforth, Mr. Amana's decision to move their sales on the internet is correct as they will receive many advantages by selling their products online. 
For selling their products through the internet, the firm has two options. The firm can sell their services and products through its own website, or they can sell their services and products through a third party such as Amazon (Bartosik-Purgat and Ratajczak-Mrożek, 2018). The factors and costs which the managers must consider selling their services and products through their own website are stated below:

	“Business Activities”
	“Amount (£)”

	“Building delivery network cost” 
	“150,000”

	“Website upgrading cost”
	“50,000”

	“IT programmer’s salary” 
	“35,000”

	“Total expenditure”
	“235,000”


Table No.3: “Total Expenses”
(Source: Created by learner)
To sell their services and products through the internet the firm has conducted market research. As per the results of the research, the firm can be able to sell 100,000 units of souvenirs if they sell through the internet in place of their physical stores. Apart from this, for setting up their delivery network the firm has to spend £150,000. Along with this, the cost which the managers of the firm have to bear to upgrade their official website is £50,000. Upgrading the website is crucial to handle the volume of the enhanced sales. Apart from this, the managers have to pay a salary of £35,000 per annum to the IT Programmer for handling the operations of the website. Therefore, in total, the firm must spend £235,000 to sell their services and products through their own website (Lai et al., 2022). Along with this, by selling through their own website the firm can control the prices of the products as well as they can make a return policy of their services and products by themselves.  
Contrastingly, the firm can sell their services and products through Amazon. For selling their souvenirs on Amazon, first of the entire firm has to pay fulfillment fees to the corporation. The fulfillment fees which the firm must pay are £50,000. This additional cost will in turn minimize the income margins of the Amana Limited (Boiko et al., 2019). Apart from this, on Amazon there is a high level of compensation. As a result of this, the firm is only able to sell 65,000 units of souvenirs. Apart from this, if they sell through Amazon, they have no control over the prices and returning policy of the products. 
Henceforth, in place of selling their services and products on Amazon, the Amana Limited should sell their services and products on their own website. By selling the products on their website, the firm will be able to sell 100,000 units of souvenirs. Apart from this, they can make the returning policies of the products by themselves and can control the prices of their products as well. 

[bookmark: _Toc101182253]Conclusion
In the above report, the performance and position of Amana Limited is analyzed with the help of distinct fiscal statements. The recommendations are provided in the report through which they can enhance their efficiency and productivity in the market. Apart from selling their products on Amazon, the firm should sell their products through their own website. It will help the firm to enhance their customers base which in turn maximizes their income margins. 
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