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Executive Summary
Amana Ltd. operates as a tourist souvenir selling business that is family-owned. Their business operations are branched across several regions like London Bridge, Buckingham Palace, Westminster Bridge and other such places of the UK. The sold souvenirs are manufactured by Chinese manufacturers as per the designs supplied by Amana's team. The management accounting report has been created to deliver a commercial performance report to Amana’s CEO. Besides this, recommendations have been provided for enhancing Amana's business performance and a selection of alternatives for shifting to online selling.
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The report will be entirely focused on the scenario of the souvenir business Amana Ltd. with its CEO Mr. Amana. The report will fully analyse the business’s present performance for the period of 2020 with the aid of a control budget when the sudden Covid-19 pandemic has struck the entire globe and hampered the profits of all operative businesses. Considering the state of performance, the business will be recommended strategies that Amana Ltd.’s management could adopt for enhancing commercial business performance. In addition to this, the company’s online shift will also be critically analysed and recommended for selection by Mr. Amana.
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	CONTROL BUDGET FOR AMANA LTD.

	Items
	Costs per unit (£)
	Original cost budget (£)
	Flexed budget (£)
	Actual cost Budget (£)
	Variance
	Favourability Remarks

	Units 
	 
	100000
	80000
	80000
	 
	 

	Selling rate
	25
	2500000
	2000000
	1600000
	400000
	Favourable

	Revenues
	
	2500000
	2000000
	1600000
	400000
	Favourable

	Variable Costs:
	
	
	
	
	
	

	Materials 
	2.50
	250000
	200000
	280000
	-80000
	Unfavourable

	Labour 
	4
	400000
	320000
	440000
	-120000
	Unfavourable

	Overheads
	1.50
	150000
	120000
	120000
	0
	

	Contribution 
	17
	1700000
	1360000
	760000
	600000
	Favourable

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse rental
	200000
	200000
	200000
	170000
	30000
	Favourable

	Insurance 
	100000
	100000
	100000
	100000
	0
	

	Fulltime warehouse supervisor salaries
	50000
	50000
	50000
	35000
	15000
	Favourable

	Profits
	 
	1350000
	1010000
	455000
	555000
	Favourable
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From the control budget constructed for Amana Ltd., as presented in the previous question, it was noted that the final profits in terms of variance did not prove to be favourable for the 2020 year. The sudden outbreak of the Covid-19 pandemic has delivered a huge blow to the business’s revenues and state of profitability. The scenario has already mentioned how the pandemic has forced people to stop their holiday travels during Easter. However, since the summer, Amana has been able to raise its sales(Elgazzar, et al., 2022, pp.323-333). Nevertheless, when sudden lockdowns occurred towards the end of the 2020 period, the additional earnings had been depleted in order to survive in the market and retain its continuity. 
Typically, the flexed or flexible budget aids in aligning and uniting the actually occurring costs and the master budget. In simpler terms, it makes adjustments to the master budget of Amana to accommodate the actually occurring sales and costs (Holtzman, 2016). If critical scrutiny of the above-provided control budget was conducted, Amana Ltd.’s business performance for the 2020 period could be understood in depth. As per the originally estimated budget, it was noted that the business had reduced its unitary selling rates to £20 while preserving its variable charges per unit. Additionally, the actual product or output capacity had also been decreased to reach 80,000 souvenir units. Hence, these two shifts might be considered a sustainable strategy was undertaken by the company during the crisis of the pandemic. Generally, when crisis strikes businesses, they tend to adopt either or both of the two strategies. One is to reduce the selling price rates while preserving the output capacity, while the other is to reduce the output capacity. The latter strategy is generally adopted when cost-cutting is not possible during an economic crisis like the Covid-19, while the former one is used to raise sales turnover. However, on second thought, Amana's selling rate reduction might not have been a decent tactic considering the long-term sustainability of the business. 
Besides this, it was also noted that the direct material and labour charges were raised against the estimates in the original budget. This is a risky step as, in the long-term, these variable costs rise during a reduced production capacity and could adversely impact the business's ultimate gains. Furthermore, it was noted that Amana Ltd.’s fixed costs were reduced from the originally estimated budget for two overhead elements. This situation was favourable for the business in case of the warehouse supervisor's salaries and the rent of the warehouse. The reason for such favourability is that the actual fixed overheads incurred for these two charges were much lower than the estimates on the original budget. The reduction was by a margin of 15,000 and 30,000 GBP respectively. In the end, the undertaken strategies and reduced charges seemed to be enough to retain a favourable state of profits as the profit variance reflected 555,000 GBP.
Hence, the collective performance of Amana Ltd. for the 2020 period has not been remarkable despite its different sustainable strategies undertaken by it. Resultingly, its performance can be improved in the future.
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Amana Ltd.’s CEO will naturally be concerned regarding its deteriorated business performance during the initial pandemic period of 2020. After close scrutiny of the prepared control budget and in-depth insight into the current performance of the business during the 2020 period, certain recommendations need to be provided to the CEO.
Supplier switch: As already noted from the control budget created above, the business' direct costs, especially the direct labour and materials, have risen drastically during the time of the pandemic crisis. This critically implies that the current material supplier appointed by the business Amana will reduce its profitability and sustainability in the long run, especially considering the pandemic state(Jermsittiparsert, 2020). In this situation, it is recommended that Amana Ltd.'s CEO assumes some serious steps to change the present supply and search the local supplier market for ones who could provide cheaper materials. However, in this case, the business must keep in mind that the quality of the souvenirs is preserved through high-quality raw supplies.
Cut-down Labour: Besides the status of the business's direct materials, the business's state of direct labour has also turned adverse. Due to the pandemic crisis, the labour force or the workforce within the economy has already been going through sudden mass unemployment. So perhaps the business's labour charges have increased in order to sustain the employees’ lifestyle during the crisis period and the rising cost of living. Hence, in light of the recent rise in labour charges, Amana Ltd.’s CEO is advised to cut down on its labours in order to reduce the direct variable charges and bring it within the estimated original budget. This step has become necessary to preserve long-term sustainability within the pandemic period despite negatively contributing to the mass unemployment spread across the nation(WANASIDA, et al., 2021, pp.897-911).
Review Selling price rates: The control budget created above has clearly depicted a reduction in charge of Amana Ltd.’s unitary selling price rate. The reduction of this rate is generally associated with the strategy to raise revenues during times of crisis. Another reason for reducing the unitary selling rates is to sustain itself in the increasingly aggressive competition in the market(Christa and Kristinae, 2021, pp.151-158). However, this reduction cannot be used as a long-term sustainability strategy. In the long term, the sustainability of the business’s profitable scope will become questionable. Hence, the CEO of Amana Ltd. is recommended to revise and strategically review its presently reduced selling price rates. This needs to be done while keeping in mind the long-term profitability scope of the business.
Enhance employee productivity: Employee productivity needs to be enhanced to retain an efficient business state and upgrade business performance in this competitive atmosphere. At its present state, Amana Ltd. is standing in a risky position, where raising its production capacity or trying to adopt additional strategies might become cost-ineffective and adversely impact its performance (Veyrat, 2016). Due to this, Amana Ltd.’s CEO is recommended to employ technological developments like collaborative software and tools to upgrade employee performance and productivity. This will not only raise the efficiency of employees but also save time and effort. For instance, the management of Amana Ltd. must work on training the workforce on the usage of technical software to upgrade the business’s overall productivity and raise operational efficiency.
Effective marketing strategies: Instead of reducing the per unit selling price rates of the souvenir products, the business Amana Ltd. must work on developing effective marketing strategies for increasing the collective sales turnover (ZAHORSKY, 2020). The business will need to adopt strategies like providing samples of souvenir products. In its present state, the CEO of Amana Ltd. is recommended to first conduct extensive market research to understand the preferences, needs and expectations of its target customers, which are tourists. Then it can start preparing its marketing strategies that would be most applicable and effective to the target consumer base. It is necessary for the target consumer base to grow beyond its current status in order for the business to sustain itself in this competitive market during the pandemic.
Better Customer service quality: The only other way in which a business can enhance its business performance is to stay completely customer focused while manufacturing and delivering the souvenir products to the end-users. In today’s world, delivering high-quality customer experience and follow-up services is one of the most effective ways of developing business performance(Pereira, et al., 2021). Hence, it is recommended to the CEO of Amana Ltd. to introduce new customer service facilities that would allow follow-ups on the delivered experience of the souvenir product. This will become more effective if the business keeps its products aligned to the preferences and tastes of the target consumer segment. Highly-skilled customer service specialists need to be hired to raise efficiency and greater customer experience.
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In this present scenario, Mr. Amana is considering moving or shifting around 50% of the business's sales to online platforms in order to follow the trend in the competitive market. 
Option No. 1: 
One of the options he has considered is to set up a completely separate online website unique to his business. However, this investment will take a massive amount of additional capital for the purpose of developing the online platform. One of the additional charges is the cost needed to set up a delivery network on the online platform. Next, the presently existing website needs to be upgraded to be able to handle a large volume of online traffic for greater sales. Besides this, an IT programmer needs to be hired on a full-time basis to maintain the online website and develop upgraded software needed to handle the sales. Besides this, extensive market research needs to be carried out by the market analyst of Amana Ltd. With respect to this, the business analyst predicted that a guaranteed sales of 100,000 units of souvenirs would be sold every year on the developed online platform. The result of the estimated additional charges that the business will be incurring upon the assumption of this option is around a total of £235,000.
Option No. 2:
The second alternative option that is available to the CEO of Amana Ltd. for shifting to the online platform is to start selling their existing souvenir products on the largest online shopping platform, Amazon. For permanently undertaking this alternative option, Mr. Amana will need to take certain crucial factors into consideration. The first is an additional charge called the "Amazon Fulfilment" fee that is required to be incurred by any newly introduced business to satisfy the trade collaboration contract with Amazon. This fee is a total of £50,000 to be made as a one-time initial payment. This is the only additional charge that would be required to be paid by Mr. Amana in order to shift 50% of its business to the online shopping platform. 
The market analyst of Amana Ltd. has realised that the maximum of the business's close souvenir competitors is on the Amazon online platform. Considering the state of online competition existing on the stated shopping platform, Amana's market analyst has guaranteed Mr. Amana that a minimum of 65,000 units of souvenirs will have a guaranteed sale. Besides this, Amazon generally guarantees its online sellers that there is a massive scope of growth in the collective sales turnover based on the original demand in the market industry. This promise of potential for the annual rise in the sales turnover could be a great advantage to the business Amana Ltd. However, the business would lose all control over the setting of the prices of its souvenir products as well as on the return policies originally declared by the business. This is, generally, since Amazon normally follows a policy where products can either be replaced or returned by the customer in exchange for refunds(Johansson, 2021). This is equally followed by all online sellers trading on Amazon.
Recommended Option to Mr. Amana:
Considering both the options stated till now, Mr. Amana will need to select the alternative that will be most profitable without raising the business’s additional charges excessively. The first option is to set up its own shopping website by developing its existing website with the help of an IT programmer. However, this option would require a combined additional charge of £235,000. Nevertheless, if this alternative was selected by Mr. Amana, he would be guaranteed a sale of 100,000 units of souvenirs. For this option, complete control of the return policies and the setting of the product prices will be held by the business itself. In this area, the second alternative option falls short since, despite requiring lower additional expenses, Amazon would competently restrict the price setting and return policy setting control of the business. In addition to this, there is another shortfall in choosing the Amazon platform for the business's online shift. This is that the business the guaranteed volume of sales is far lower than the estimated sales turnover on its own website. Nonetheless, Amazon promises that the business can expect a constant potential growth in its sales turnover, considering the demand for souvenirs in the market. Besides this advantage, the only additional fee charged by the Amazon shopping platform is the "Amazon Fulfilment" fee of £50,000, which is consequentially lower than the additional charges required for setting up the own business website for online selling.
In conclusion to the advantages and disadvantages stated above regarding both the available options, Mr. Amana, the CEO of Amana Ltd., is recommended to go for the second alternative of Amazon collaborative selling(Zhu and Liu, 2018, pp.2618-2642). This would promise the business adequate growth opportunities in the future that would help it tackle the crisis of the pandemic. Besides this, the business will also be able to save up on its limited financial resources with greater opportunity for profit maximisation. In addition to this, the aggressive competition existing within the Amazon platform would keep the business on its toes while giving it adequate scope for attaining a leading position on the said platform.
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The managerial accounting report has been entirely focused on the scenario of the souvenir business Amana Ltd. with its CEO Mr. Amana. The report had fully analysed the business's present performance for the period of 2020 when the sudden Covid-19 pandemic struck the entire globe and hampered the profits of all operative businesses. Considering the state of performance, the business has been recommended techniques and strategies that the management of Amana Ltd. could adopt for enhancing commercial business performance. In addition to this, the company’s online shift has also been critically analysed and recommended for selection by Mr. Amana.
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