
[image: Text

Description automatically generated with medium confidence]








BUSINESS MANAGEMENT
(LCBB 5002)

MODULE: MANAGEMENT ACCOUNTING
LECTURER: WINIFRED SORIBE
STUDENT: VALENTINA VLADIMIROVA
ID: 1818405@student.uwtsd.ac.uk







                                    ASSIGNMENT 2
Part A
(i) Prepare the monthly control report showing the original budget, flexed budget, and variances.

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	
	20
	20
	U

	Revenue
	
	2,500,000
	
	1,600,000
	U

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	2,000,000
	280,000
	F

	Labour
	4
	400,000
	320,000
	440,000
	F

	Overhead
	1.50
	150,000
	120,000
	120,000
	F

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	U

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	200,000
	350,000
	200,000
	170,000
	N

	Insurance 
	100,000
	150,000
	100,000
	100,000
	N

	Fulltime supervisor salary 
	50,000
	60,000
	50,000
	35,000
	N

	Profit 
	
	1,140,000
	1,840,000
	455,000
	U




(ii) Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020.
This organisation’s present position has been evaluated via preparing a monthly control report that includes the static budget, the flexible budget, the actual cost, and variations in both the case of activity and the possibility of cost control. We analyse both activities and cost control variations to make the best choice possible, ensuring that no erroneous decisions are made (Vance, 2003). Based on activity and cost control variance, we may conclude that Mr Amana's company has a favourable variance. The following information has been provided: We have carried out variance analysis on the data in both the static and flexible budgets. The difference between a fixed and flexible budget is essentially a measure of activity variability (Clowes and Scriven, 2021). Because the only difference between the two budgets is the price of a unit of measure (100,000 and 80,000), we have just modified the unit amount to observe the activity variance, and it can be inferred that the drop in unit price has resulted in a reduction in variable expenditures in every example of variable spending. Although overall fixed costs do not change due to changes in the unit (activity), per unit fixed costs, have risen as a result of a 20,000-unit fall in units sold in real activity (Carlberg, 2010). As a result, fixed expenses per unit have grown as a result of this (Vance, 2003).
We have also included cost-control variance study results in the monthly control report. Since it is entirely irrational to compare the actual cost with the static budget because the fixed budget has utilised a completely different unit amount (100,000), but in fact, the unit has been reduced (by 80,000) as a result of the COVID scenario (McWatters, Zimmerman and Morse, 2008). To compare the actual cost with the static budget, we must first identify all of the positive deviations, which we can see in the control report (Finkler and McHugh, 2008). As a result, to resolve the cost variance. We have carried out a variance study between the flexible budget and the project’s actual cost. We can see that materials have an adverse variance, resulting in an increase of 80,000 in actual cost. The labour cost has also grown by 120,000 due to the increase in the volume of goods sold (Herkimer, 2018). On the other hand, the cost of building has been cut by 200,000 pounds. In the case of fixed expenses, we can also see that the budget is well-planned (Shim, Siegel and Shim, 2013) even though we know that fixed costs did not change when the number of units changed. However, as a result of the lockout scenario, this firm has been able to lower its fixed expenses by £45,000. Rent was decreased by 30,000 pounds, while 15,000 pounds reduced the income of the supervisor. Both occurred as a result of the lockdown since there were no visitors present, so there was no need to charge other rent for the warehouse; on the other hand, as a result of the business's loss, the supervisor's income was reduced by 15,000 pounds (Herkimer, 2018).
Conversely, as fewer items are created, the variable manufacturing costs will fall. A constant price is an expenditure that doesn't change regardless of how much is produced. Even if a company doesn't make any sales, it still has to cover its fixed costs (Carlberg, 2010). The Amana Income, Growth, and Developing World Funds are part of the Amana 2020 performance. Amana income fund deliberately looks for insurers who exhibit sustainable financial features and the ability to recognise and manage environmental, social, and political risks. Other aspects of Amana 2020 success include resource efficiency, community involvement, worker relations, and company ethics (Clowes and Scriven, 2021). Amana 2020's financial sustainability is based on competent management, minimal debt, and solid balance sheets. Government laws, rules and regulations would dictate how this investment was made. As a result, they have many clients and commercial interests. He sought investors looking for both immediate income and the preservation of their money. As a result of the pandemic crisis, material and labour costs have skyrocketed. According to our knowledge, practically all enterprises will stay closed throughout 2020. Consequently, when they established or ran their firm, they raised the prices of raw materials and labour to compensate for the losses incurred during COVID. In light of this circumstance, their variable expenditures have grown, despite their unit sales being lower than the static budget (Ryan, 2019).
There were fewer sales and a lower selling price than anticipated. Variable costs are unfavourable because of low-quality materials, inefficient labour practices, and high material prices. However, fixed costs are favourable. Real-world data shows Amana doing poorly. Although the selling price per unit has increased, the expenditures are still out of hand. The fixed costs have been kept under control. There has been a decline in the total level of profit. Sales profits have been overtaken by rising costs due to reduced absolute units.  
(iii) Provide recommendations to Amana’s CEO on areas of improvement
Mr Amana, who owns a travel agency, has had difficulty running his business because of new government regulations on travel. However, there are several areas in which it may be improved. Some suggestions have been made in light of the report discussed in the preceding section:
1. There has been a rise in the cost of materials for this company. As a souvenir shop, they require various products that may be sold and the supplies to manufacture such products. As a result, they should establish a strategic connection with the provider of products, for example, by signing a fixed-price contract with the supplier.
2. The source may be vetted to see whether they provide high quality at a fair price. Once the suppliers have been thoroughly vetted, the organisation may begin negotiations for a long-term contract.
3. They may contract with some labour directly, who can skillfully create the memento and set their price by bargaining since the commercial procedures haven't yet been normalised.
4. Some administrative expenditures and selling charges are included in overhead costs. They may save money by slashing some administrative expenses since they aren't producing as many sales. They have incurred this expense even when under lockdown, as we can see from the budgeted overheads. At the very least, they may prepare to reduce their overhead costs in the event of a pandemic.
The warehouse rent might also be reduced as a result of this. There is no longer a need to stock up on more inventory because of the decline in sales. There are several ways this rental expenditure might be reduced for the present circumstance.
Going online is a great way to improve sales for this business. Lockdown boredom has prompted many individuals to decorate their homes or acquire items to make their homes more beautiful. As a result, they have to begin promoting their items online.

Part B
We may look at Amazon, a well-known and well-regarded website. Go to Amazon and type in what Amana is looking for to buy anything. A minimum of 65,000 items will be sold on Amazon.com. We may anticipate that there will be a lot of money to be made here. There are costs associated with creating a personal website, such as improving the present site and paying a full-time IT programmer's wage, marketing, and garnering the attention of potential customers. Moving to AMAZON seems to have a higher price tag if we look at it personally. Mr Amana might consider selling his wares on Amazon, where there is a guaranteed annual sales volume of 65,000 pieces. Mr Amana, on the other hand, will not be concerned about any financial losses. The most important advantage of selling directly on Amazon is gaining access to customers' attention. Personal websites may be launched if Mr Amana has gained the public's trust. In addition, Mr Amana would have to expand their product range and get a more significant portion of the market. Mr Amana would have to create an advertising and marketing plan to get people's attention and, in turn, increase sales and profits. He would also have to provide advertisements.
1. Using Competitive Pricing
Infirm, Mr Amana should implement a good pricing strategy. When competing with another seller selling the same product, this is a common practice. There are three types of dynamic pricing: lower, equal, and higher. Lower premiums will be less than those of the competitors. I am having lower pricing than one's competition might lower one's profit margin. However, this does not imply that one must be inferior to one's competitor to earn money! As a competitor, one may expect to pay the same amount. At this point, the focus is solely on the commodity itself. Because one will be paying more than one's opponent, Mr Amana should ensure that the product includes new upgrades, additions, etc. In terms of sales, everything is related to consumer behaviour (Ryan, 2019).
2. Take Professional Images
Professional images of the items one intends to sell come together. It helps to establish customer confidence so that one can see precisely what they will possess. The consumer doesn't sell low-quality images; it will compete with them. One does not have to take photographs. If the supplier doesn't have many photos, one should still take photos from the provider and search for more if the supplier doesn't have enough photos (Clowes and Scriven, 2021).
3. Online Selling
Using the Internet to market products and services is known as "online selling."
4. Publicity 24 hours a day
Online marketing tactics allow Amana to promote business around the clock. In addition, there is no need to worry about personnel wages or storage space. " The campaigns taking on throughout the world will not be impacted by changes in time. Regardless of one's schedule or worry about the closing time, consumers may visit one's website and purchase items and services (Finkler and McHugh, 2008).
5. Substantial Costs
Because it affects the company's overall budget, the price of a marketing campaign is always an important consideration. Internet marketing and blogging may help businesses avoid the hefty marketing expenditures of traditional advertising techniques. TV and radio ads and banners are expensive to manufacture and build, but internet marketing is less costly. Online sales may be made by promoting one's blog (Finkler and McHugh, 2008).
6. The social network
Social media is an essential component of digital advertising. These are examples of how customers read user feedback and comments from other social media users. Companies may profit from highly dependent consumers who utilise social media to promote their products and services (Carlberg, 2010).
7. Customization facility
Because of the flexibility of electronic marketing, businesses may tailor their public relations efforts to the specific interests of their intended audiences. In addition, companies should tailor their interactions with consumers. This indicates that the service or product will be delivered on schedule. It further boosts the brand's reputation and presence (Shim, Siegel and Shim, 2013).
[image: ]
[image: ]
Fixed costs are more significant in option 1 since Amana is a brick-and-mortar store with no internet tools. All fees will be spent if an IT professional is brought in to upgrade the job. On the other side, using Amazon as the online platform will save money and still only see a small number of sales, but the advantage is higher than option 1 when compared. One of the main drawbacks of option 2 is that it lacks control over its pricing structure and the ability to establish its return policy, and it will face intense competition from Amazon. As an alternative, although option one may have a more significant up-front cost, the increased sales volume and subsequent reductions in costs like upgrade costs, shipping costs, and so on will benefit the company in the long term. Even in the COVID incident, they can continue providing this service to customers online and offline. In addition, they will have complete control over every aspect of the business, and the fresh look of the website is sure to entice customers to shop for the company's wares. To conclude, Amana Souvenir should select option 1, which has a bright future and can aid Amana Souvenir for years to come while enhancing its operational abilities and increasing its market share in the sector.
Conclusion
Artistic budgets are sometimes seen as works of art. Deliberations might go on for days or weeks, requiring a significant amount of time and money. However, With a well-crafted budget, we can set clear goals for the year and use them as a benchmark to see how well we are doing against those goals. The variable nature of spending and revenue in the business world necessitates a flexible budget. After considering all of the company's demands and expectations, Amana will create a plan for this fiscal year's activities. When it comes to humans, this is known as a "flexible budget." To construct a personal budget, one must first look at one's financial situation. A year-to-year adjustment may then be made if necessary. Budgets are often best handled weekly because most invoicing periods follow this pattern. A flexible budget takes more work, but the payoff is worth the extra effort in the long run.
There are several ways to improve resource evaluations, including the challenge of estimating the resources required for immigration compliance mechanisms. By evaluating the relative effectiveness of many alternative techniques of budgetary resource implementation, Mr Amana believes there is still room to improve the use of current services. If we adopt a contemporary budgeting technique, employing these instruments to reduce illegal immigration and achieve other policy goals will be more straightforward.
To enhance budget projections and encourage informed budget tool use, the Committee proposes elements of a contemporary budgeting model for DOJ immigration compliance. These include changes in procedures used to generate budgets. Based on new research and analysis, the suggested plan focuses on strengthening compliance efforts and provides DOJ with more freedom to disseminate the instruments (via appropriations) to either locate extra resources or adjust processes in ways that might impede their efficiency.
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Option 1
In additon of the mentioned variable cost and fixed costs, the crganization will ncur cost of
delivery, upgrading necwork, slary of IT programmer,if it wans o use its own websie o sell
produce.

Costhenelit analysis
(Actual amount of cost will be considered in case of variable cost and fixed cost)
Total variable cost:

Materals = (26000080000) =35

Labor = (440,000/80,000) =55

‘Overhead = (120,000/80,000)

Total Fixed cost

Costof et up delivery network = 150,000
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Option 2
‘Amana Souvenie has another option o go online through using Amazon. Like option 1, we will
analysi, both considering salary and rent as 2 relevant cost and without considering them s
relevant.

‘Cost-henefit analysis

Total Variable cost = 105

Total Fixed cost

Total Fixed cost = 150,000,
Total Revenue = 6500020 = 1300,000
Total benefit = (1300,000 - 150,000) = 1150,000.

From the above cost-benefit analysis, we can see that if we consider only two fixed cost then
there il be producing 1150,000 proft. 1f we consider those two cost, then the benefit wil
(1300,000-150,000-170,000-35,000) = 945,000, So, if we consider the costs as relevant (salary
and rent)then there will b produced 945,000 profi




