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[bookmark: _Toc122969759]Introduction 
Management accounting is a procedure in which the managers use the accounting data or information to make better informed decisions for increasing the productivity & efficiency of the firm in the market (Turner et al., 2022). This report will be divided in two sections, in the first section the P&L Account and Control report of Amana Limited will be made for examining their true and genuine position in the market. Moreover, the recommendation will also be provided in the section from which the business can enhance their productivity. On the other hand, in the second section the different measures will be computed so that the recommendation can be given to the administration of Amana Limited whether they should sell their souvenirs on Amazon or they should do it from their own website. 


[bookmark: _Toc122969760]Part A 
Amana Limited is an organisation which trades in souvenirs in the marketplace of the United Kingdom.  This business is controlled and owned by the Amana’s family and they sell or offer souvenirs to the visitors who came to the UK to spend their holidays. The business has numerous stores in disparate hot locations in the country; they have stores at Manchester city centre, London Bridge, Buckingham Palace and so on. They did not personally manufacture their own products, in place of that their products are manufactured by a Chinese firm as per the instruction of the Amana Limited. In recent times, the company had to face huge losses as the UK’s government has imposed or put strict lockdown as well as put restrictions on the tourism and travel in the country for controlling the spread of Covid-19. The company mainly sells their products through their stores and they have an official website that they use only for the marketing purpose which is one of the major reasons behind the loss of the company. 

(i) “Prepare the monthly control report showing original budget, flexed budget, and variances”.
The control reports are the reports which are made or prepared by the administration of the organisations to check the errors in the operations of the business (Stark and Hester, 2019). This report helps the business to prepare or make the tactical & strategic plans from which they can mitigate the risk and take corrective actions for increasing the overall productiveness of the business in the marketplace. 
[image: ]
Figure No.1: “Control Report of the Business” 
(Source: Created by the learner)
The administration of the business has allotted £250000 for the materials in their budget but in reality the administration has spent £280000 to buy the materials which are essential for the production and proper functioning of the business in the market. In relation to their budgeted figure the business has dispensed around more than thirty thousand than their predicted amount which in turn has increased the gross operational expense of the business that will in turn has reduced their revenue margins (Mircea, 2022).  Moreover, the business is predicted to spend around £400000 on labour but they have spent £440000. For the labour supply, the business has spent additional £40000 than their predicted figure. The increase in expenses will reduce the overall productivity of the business. Furthermore, the business has anticipated spending around “£150000 and £200000” for the overheads and warehouse rental. However, in reality the business has spent £120000 for the overheads and £170000 on the rents of warehouses. In relation to their budgeted or predicted figures the administration of Amana Limited has spent less on rents and overheads; this in turn has helped the administration to reduce their overall production cost to some extent. Meanwhile, the business has spent around £100000 on the insurance as per their budgeted amount.  As similar to overhead and warehouse rental expenses, the business has spent less on the salary of the warehouse supervisor. They predicted to offer the supervisor a salary of £50000 but they only gave £35000. Furthermore, the business is predicted to generate or accumulate selling revenue of £2500000 but from their operations in the marketplace, they have only generated £2000000. One of the major reasons behind the variance in the selling revenue of the business is that they have to manufacture 100000 units but in reality they have only produced and sold 80000 units in the marketplace of the United Kingdom (Rao, 2021). The deviation in the selling revenue has affected the net profit margins of the business as well as it may affect the future sustainability of the business in the marketplace. The administration has to productively and effectively utilise their available resources for increasing and enhancing their income levels. 

(ii) “Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020”.
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Figure No.2: “Income Statement of the Business”
(Source: Created by the learner)
The business (i.e. Amana Limited) has accumulated a revenue or turnover of £2000000 from their operations the market meanwhile the COGS of the business was £28000. Therefore, the gross profit of the company for the period was £1720000. On the other hand, the other operational expenditure for the identical period was around £865000. Therefore, from its operations in the marketplace of the United Kingdom, the business has accumulated an income of £855000. The profit levels aids the topmost administration to easily enlarge their operations or functions in the marketplace as well as it offers the Amana Limited an aggressive or combative edge on their challengers in the market (Jasin, 2022). 



(iii) “Provide recommendations to Amana’s CEO on areas of improvement”. 
There are numerous strategies and approaches which the CEO of Amana Limited can use to improve their financial and market position. Some of the main strategies and approaches are discussed below:
Ask for advice from experts: This strategy, which is the most well liked and frequently employed one, helps the CEO of the company to improve their financial and market position. The CEO of Amana Limited can seek advice on how to improve, what tools are required for improvement, where improvement is needed, and so on. By appropriately counselling and guiding them, this will assist them in improving their market and financial position (Khan et al., 2021). They could be able to assist the CEO of Amana Limited in identifying more techniques for enhancing their cash flow as well. Additionally, by improving cash flow, the CEO of Amana Limited can easily enhance their financial and market position. 
Utilise new marketing tactics: Utilising new marketing tactics and avoiding old marketing tactics is the another best strategy which the CEO of Amana Limited can use in their business. The biggest advantage of using this strategy is that it is not always necessary to spend additional money in order to increase marketing efforts. This simply means that the CEO of Amana Limited does not need to spend more on establishing new marketing tactics (Thanh et al., 2021). Therefore, the CEO can use social media platforms as a new marketing tactic to expand their business. By using different social media platforms, the CEO of Amana Limited can engage many consumers which help them to improve their market and financial position. 
Reduce the price of products: This strategy is the most advantageous strategy because it helps the company to draw in consumer’s attention. The CEO of Amana Limited must manufacture trendy products and sell them to consumers at a lower rate. Therefore, by selling them at a lower rate, the Amana Limited can gain a competitive edge and can engage many consumers into their business (Kalogiannidis, 2021). As a result, by engaging many consumers into business, the CEO of Amana Limited can generate enough profit which helps them to improve their market position and financial position. 
Recover outstanding payments: Recover outstanding payments are very much important for Amana Limited as it helps them to generate some money. Unpaid bills and outstanding payments is the major factor which affects the financial health and cash flow of the company. So, the CEO of Amana Limited is required to remind their borrowers on a regular basis of their outstanding payments (Jelonek et al., 2022). By getting the payments outstanding, the CEO of Amana Limited can generate some amount of cash which may help them to improve their financial and market position. 
Reducing overspending: Overspending is the main factor which prevents the company from growing. So, the CEO of Amana Limited must reduce overspending in each and every situation. The Amana Limited must avoid going over budget in several circumstances in order to cover its expenses and costs (Alamsyah et al., 2021). By avoiding overspending, the CEO of Amana Limited can save some amount of money which they can use for conducting further business operations. As a result, this will help the CEO of Amana Limited to improve their financial and market position. 
Know the consumers: Amana Limited’s customers are its foundation, thus the CEO must be familiar with them in order to do business with them. It means that the consumers are the base and foundation for Amana Limited, so in order to engage them in business, the CEO of Amana limited must know their consumers taste and preference (Peter and Dalla Vecchia, 2021). By understanding the taste and preference, the CEO of Amana Limited can manufacture the products according to the consumers wish. This will help them to draw consumer’s attention which will allow them to generate a good amount of profit, resulting in improvement in the financial and market position. 
Monitor financial performance: The CEO of Amana Limited must evaluate their businesses financial progress on a regular basis. This is because, if their performance is not up to the mark or if their performance is declining, then they can immediately take actions and can make appropriate decisions. Each and every month, the CEO should also assess their position and progress toward the goals outlined in their business strategy (Gutierrez Gallardo, 2021). This will help them to maintain a good and higher position than their competitors. As a result, if necessary, the CEO can take action to strengthen their position in the market and financially.
Provide multiple payment options: There are many consumers who use online payment apps more than cash. So, the CEO of Amana Limited must offer them multiple payment options. This is because, the more payment alternatives the consumers will get, the greater are the chances of the CEO making sales. As a result, by making more sales, the CEO of Amana Limited can earn a huge profit which will help them to improve their market and financial position. 

[bookmark: _Toc122969761]Part B 
The owner of the business, Mr. Amana has observed that most of its rivals are offering and selling their goods to the customers through the internet which in turn enhances their revenue and customer base. Taking into consideration this factor, Mr. Amana wants to shut down some of its stores for streamlining their trade operations and moving half of their sales or turnover online. For this purpose, the business has two major options; either the business can upgrade their own website and sell the souvenirs through it. On the other hand, they can list their products on Amazon and sell through the website of Amazon. 
The factors which the owner of the business has to consider if they sell out their products through its website are:
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Figure No.3: Business Expenses
(Source: Created by the learner)
From the market research, the administration of the business has predicted that they will generate a sell of 100000 units if they sell the products from their website. For this purpose, the administration of the business has to spend £150000 for establishing the delivery network for the souvenirs. Moreover, the company has to hire or employ an IT Programmer for the website and on an annual basis the business has to give a salary of £35000 to the IT Programmer. Furthermore, for upgrading the website they have to spend £50000 so that the website can handle the traffic of the customers. One of the biggest merits of the personal website which the business will receive is that they have full control on the pricing and returning policy of the products. As well as the business does not have to pay any fees to the third party for selling their products. 
Contrastingly, the business can sell their products or goods through Amazon, the factors or determinants which the owner of the business has to consider while selling their products from Amazon are:
· For selling the goods on Amazon, the administration of Amana Limited has to pay a fulfilment fee of £50000 to the Amazon. 
· Apart from this, on the website of Amazon the business has to face fierce competition from the other companies who are selling similar products. It is guaranteed that the Amana Limited can generate a sale of 65000 units if they sold their products on Amazon. 
· Amana Limited has a lack of returning & pricing policy of the goods if they sell their goods on Amazon. The returning and pricing policy of the goods are managed and controlled by Amazon (Solomiia, 2022).  
· By selling their products on Amazon, the business will receive numerous advantages such as it will enhance the reach of their products on a higher level. The company can sell their products on the global scale which will help the business to increase their customer base and income margins. 
From the above comparison, it is clear that the topmost administration of Amana Limited must upgrade their own website and sell their products through it. If they sell the products on Amazon, then in such a scenario they have to pay a certain fee to Amazon which in turn minimises their revenue margins. As well as the business having no control on the pricing and returning policy of the goods as it is prepared by the official of the Amazon (Wei and Dong, 2022). Contrastingly,  if the business sells the products from their own website then in such a scenario they do not have to pay any fee to the third party as well as the business have full control on the pricing of the product. Furthermore, the business can generate a higher amount of sales as the business has to face less competition in the market. This will help the business to enlarge their customer base which in turn helps the management to increase their revenue levels and customer base in the marketplace. 






[bookmark: _Toc122969762]Conclusion 
In this report, the notion of management accounting will be shortly expressed. In the first section of the report, the different statements or reports are made for evaluating the genuine performance of Amana Limited in the market. The recommendations are also given that help the business to enhance or improve the efficiency of their operations in the marketplace. Apart from this, from the two options, the administration of Amana Limited must upgrade their own website and sell its products through it, in comparison to selling them through Amazon. By selling their products from their own website they can generate more revenue as well as they have control on their operations in the market. 
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Business Activities Amount (£)
Building delivery network cost 150,000
Website upgrading cost 50,000

1T programmer’s salary 35,000
Total expenditure 235,000
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Productive Budget Actual Variance
Activity [Flexed
100,000 units | 80,000 units

Favourable

Adverse
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 Favourable | 25%
‘Warehouse rental | 200,000 170,000 30,000 Favourable | 18%
Insurance 100,000 100,000 NL - -
Full Time | 50,000 35,000 15,000 Favourable | 43%
warehouse
supervisor salary
Selling Revenue | 2,500,000 2,000.000 500,000 Adverse | 25%
Total 3,650,000 3,145,000 505,000 Adverse | 16%
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Income Statement Amount (5) Amount (5)

Sales 2000000
Less: Cost of goods sold

Opening 0|

Add: Purchases 280000

Less: Closing 0| 280000
Gross Profit 1720000
Less: Expenditures

Labour 440000

Overhead 120000]

Warchouse rental 170000}

Insurance 100000}

Full Time Salary of Warchouse 35000 863000
Net Profit 855000





