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[bookmark: _Toc113114378]INTRODUCTION
	Management Accounting is defined as the practice of analysing and communicating the financial data to managers to use the information in processing the business decision (Rikhardsson and Yigitbasioglu, 2018).
	Thus, the Part 1 in report will help in preparing the monthly control report which will show the original budget, flexed budget and variances. Furthermore, a report will also be prepared for Amana’s performance during the year 2020. Recommendations will be provided to Amana’s CEO on area of improvement. Moreover, Part 2 will provide an analysis of Mr Amana’s decision to go online whether they should start an online shop or sell on Amazon. This will be done by providing the available costs. All the details will be represented in the appropriate manner within the report.
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[bookmark: _Toc113114381]i) Monthly control report showing original budget, flexed budget and variances

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance
	Favourable or Unfavourable

	Units
	
	100000
	80000
	80000
	
	

	Selling price
	
	25
	25
	20
	
	

	Revenue
	
	25 * 100000 = 2500000
	80000 * 25 = 2000000
	80000 * 20 = 1600000
	400000 
	Unfavourable

	Variable costs:
	
	
	
	
	
	

	Materials
	2.5
	250000
	200000
	280000
	80000
	Unfavourable

	Labour
	4
	400000
	320000
	440000
	120000
	Unfavourable

	Overhead
	1.5
	150000
	120000
	120000
	0
	-

	Contribution
	17
	1700000
	1360000
	760000
	600000
	Unfavourable

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse rental
	200000
	200000
	200000
	170000
	30000
	Favourable

	Insurance
	100000
	100000
	100000
	100000
	0
	-

	Full time warehouse Supervisor Salary
	50000
	50000
	50000
	35000
	15000
	Favourable

	Profit
	
	1350000
	1010000
	455000
	555000
	Unfavourable



[bookmark: _Toc113114382]ii) Report on Amana’s performance in year 2020
Amana is handling the business of her family which is tourist based business in which there is selling of Souvenirs. There are different locations in the tourism industry across namely Brighton and many other places. From the above control report, it has been analysed that the actual units which are sold and the selling price is identified to be reduced at large scale (Hiromoto, 2019). Therefore, for this there can be reduction in the selling price for the purpose of selling the revenue. It has been analysed from above control report that the flexed margins are indicating the profit margins which has been obtained at £20 selling price per unit which is measured with the equivalent per units which are sold as 80000. It has been also observed that there has been reduction in the units which are sold which were between the period of December 2020 and February 2021. 
There has been depletion which has been observed in the revenue for Amana’s business as tourists have not arrived as expected. Therefore, there has been observed low demand for the souvenirs as there has been the physical stores operation which has been done by using the websites and channels which helps in resulting in effective promotion and advertising of the business and keeps the marketing activities active (Gunarathne, Lee and Hitigala Kaluarachchilage, 2021). The materials cost have also increased which was during the year 2020 and this has been observed through the variance which has been unfavourable and is likely to be associated with the materials and the costs. It has been observed that there is also negative variation in the costs associated along with the labour and raw materials because the actual costs are being higher than the flexed budget. Due to this there has been low demand of products and services in the market at large scale within the Amana’s tourism business. Due to this, there is poor confidence among the producers and this has led to power of consumers in low demand at large scale. 
Such causes of decrease in the services of souvenirs was implemented in the year 2020 due to the adverse causes of lockdown at large scale. This impacted the business and has reduced the production rate which has been identified through the case study analysis at large scale. Therefore, this has analysed the actual costs which has been budgeted from the cost which was budgeted. There has been result in the rising of the raw material prices, this has led to increase in the production of the Amana’s business and this has increased the perspectives related to paying to the Chinese manufacturer (Ameen, Ahmed and Abd Hafez, 2018). The business has not passed the burden which has the rising cost to the customers and rather they have reduced the price of selling per unit to the souvenirs so that there is enhancement in the revenue framed in the form of a strategy which is sustainable. This has been done for the aspects which is related to analysing the aspects related to ensuring the higher quality of products along with the branding and marketing of activities at large scale. It has been clearly observed from the case of Amana that the units which were sold have been reduced as it has helped in enhancing the souvenirs in the market. In terms of material and labour there has been poor profit margins from the trading activities in the market at large scale. This has been the concern which is related to business being done and performed with the aspects of improving the quality of products at large scale. 
Therefore, with the help of the above case analysis, the control report has been indicating that there are figures provided for budgeted, actual results and flexed with the variances in the figures. It has been also observed that the variances for the business for the year 2020 have been remained same (Eldenburg and et.al., 2020). During the normal course of business, the overheads are usually expensive. This is not directly the attribute for the products and services which have been framed and are produced at large scale. Thus, these expenses which have been calculated are regarded and named as fixed cost and is therefore same for all the activities within the business which is of Amana’s. There are also some variable components which is associated directly with the production of services and products being produced and sold in appropriate manner. The cost of the products and services changes accordingly. The overhead rate has been fixed per unit but there has been changes and differences in the levels of activity as the actual units which are sold were 80000 instead of 100000 which were under the budget. The changes have been done according to the overhead costs. 
It has been also observed that there is no variance between the flexed budget and overhead figures. This is indicative of the point that the per unit cost is fixed and there have been no changes observed in the year 2020 (Kostyukova and et.al., 2018). The rent of the warehouse has been reduced in the year 2020. The observed results have identified that there is change in the variance in the reduction of the warehouse rent. Due to the requirement of store space the variance has been observed and this has been the result due to the outbreak of Covid -19. 

[bookmark: _Toc113114383]iii) Recommendations to Amana’s CEO on areas of improvement 
With the evaluation of the performance of Amana during the year 2020, there has been identification of the area which involves cost of materials, selling price of the souvenirs and the profit margins which are lowered than the flexed budget and for this, there are certain recommendations which are provide below -  
· Apart from reducing the prices of the souvenirs, it would be recommended to the CEO of Amana to focus on the branding and quality of the products and services. With the help of this, they will be able to raise their demands in the market along with not compromising the profit margins and the quality of the product (Sola and et.al., 2022). The selling price is not to be lowered so that the labour per unit and materials rising cost is balanced and is higher. 
· Moreover, for reducing and improving the cost which is linked to the raw materials, it will be appropriate to change the supplier so that the requirements are fulfilled by any other one in the market which is needed at lower cost for souvenirs. This will help in improving the profit margins for the business and will help in reducing the materials cost.
· The another area which needs improvement is the Amana’s business performance report as it has been observed that there has been increase in the labour cost per unit. This step will be undertaking so that cheap labour is made available with the manufacturer (Akerkar, 2019). It is also recommended that the technology upgradation will help the CEO of Amana to enhance the productivity and efficiency of the working patterns of labourers. The number of working hours will be reduced when the technology is updated. 
· It has been also noted that the profitability of the business is the major concern for the requirements and improvement needed in the budgeted figures. This can be done by framing the marketing strategies, improving the branding of the company’s services and products. Therefore, it is very important to initiate the step towards suggesting Amana’s business that they should frame sustainable pricing strategy (Abushaikha, Salhieh and Towers, 2018). By initiating this step, there will be customer retention which will be high and will help in increasing the attraction of customers towards the products and services which the company is providing. 
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[bookmark: _Toc113114385]Analysis of Amana’s decision to go online by set up their own online shop or sell on Amazon by taking into consideration all relevant costs
It has been assumed that the selling price is to be same as 20 (this is the price at which the souvenirs have been sold during the year 2020), for this following analysis has been done which has been identified as the relevant costs which is linked with the two business options which are selling through own website and selling on Amazon online platform.

By following the first option which is – selling through own online shop – 

	Particulars
	Amount in £

	Guaranteed sales of 100000 units per annum
	100000 * £20 = £2000000

	Less: Relevant cost 
	

	Cost of delivery network
	-150000

	Cost of upgrading website to handle sales
	-50000

	Salary of programmer
	-35000

	Profits
	1765000


 
The second option – selling on Amazon platform – 

	Particulars
	Amount in £

	Guaranteed sales of 65000 units
	65000 * 20 = 1300000

	Less: Relevant cost 
	

	Amazon fulfilment fees
	-50000

	Profits
	1250000





[bookmark: __RefHeading__2411_559310541]
It has been identified from the above profitability analysis that the option of selling through own online shop is analysed as the best business option as there has been profitability observed in that case. 

	There has been pros and cons which have been identified for each of the options which have been taken. These are mentioned as –
Pros and cons of each of the business options are explained as – 
Post the cases of Covid – 19, there are many businesses which have been selling their products and services online and by doing this they are able to grab the market to reach out at global target audiences as well as internationally (Santos, 2020). Therefore, the question which has been identified is that whether to sell the product on own website or on Amazon online platform. These are the two options which have their own pros and cons and this is discussed in this section of the report. 

There has been analysis of convenience which is justified which option is better to be taken. This is explained as – 
Convenience -  It is the best option taken which has been taken while going online selling process which is taken as the platform of Amazon. They are required to pay very low capital expenditure when the business is opting for selling products on Amazon rather than opting for own business handled online. This has been the concern which is analysed as selling the products and services online as there has been huge audience with the very low cost incurred for the ownership (van der Westhuizen and Goyayi, 2020). In Amana’s business case, it has been identified that when the business is going online shopping it becomes essential for the businesses to pay huge expenses for the development and growth of their own websites which is amounted to be 235000 and on the another option which is selling the products and services through Amazon requires payment and Amazon fulfilment fees which is charged. This is done because of the advantages which the two businesses have been provided. These advantages are – discounted rates of shipping, storage space, quick delivery, using the tags which are primarily concerned. 
For further analysis, cost and ownership have been the major concerns and these are linked to the business –
Ownership and Cost – The products at Amazon stores are facilitated by the time which are remained in the storage facilities along with the weight and size of the products which are being displayed. Therefore, there are many different angles associated while considering the ownership when there has been variation with the two different options which are – own website and online platform which is Amazon (NGUYEN and KHOA, 2019). In the above tables, it is identified that total cost is associated by setting the own website for selling the products and services which costs £235000. Moreover, there are different costs which are directly sold on Amazon which are of just £50000. Therefore, it can be said that there is very low initial investment requirement when the business goes on online platforms.   
Competition – There are many different sellers who are selling their products and services online. 	There is high competition in the market which makes it difficult for the businesses to compete in the market with other companies in terms of quality of price. There are many different ways in which sellers are performing better than the Amazon platform (Santos, K.E.S., 2020). This has been tough competition which is performed by sponsored ads, ratings and reviews. Therefore, there has been analysis which is availing the facilities to the customers at large scale. The difficulty which the Amazon platforms is findings is that are difficulty in lack of control, exercising the return policy, etc. This is identified because there are various other brands which are having the policies and they are pertaining to keeping the alignment with services and products to enhance the visibility of the brand. In Amana’s business case, the issue which has bene identified is the brand visibility and there has been lack of control over return in the pricing policy. This problem can be overcome by developing own website so that higher sales cane be managed and greater profitability is also achieved (Soegoto and Huda, 2019).   
	Thus, the analysis of Amana’s business case has been analysed as how effectively the case is solved by providing the concerns related to balancing the finances and identifying the best way of business to be proceeded within the online serving of products and services. 

[bookmark: _Toc113114386]CONCLUSION
Thus, the Part 1 in report helped in preparing the monthly control report which have shown the original budget, flexed budget and variances. Furthermore, a report was also prepared for Amana’s performance during the year 2020. Recommendations were provided to Amana’s CEO on area of improvement. Moreover, Part 2 provided an analysis of Mr Amana’s decision to go online whether they should start an online shop or sell on Amazon. That was done by providing the available costs. All the details were represented in the appropriate manner within the report. This helped in analysing the key factors which were important to make decision.
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