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INTRODUCTION


Management accounting is a specific system that allows better assistance to a business to prepare their financial statements appropriately. This is further useful to enhance the decision-making process of the business and create better opportunities for the companies to grow. Control reports will be prepared in this report which are beneficial for Amana to manage tourist business efficiently (Brammer and Clark, 2020). Creation of fixed budget, original budget and comparison of the two with results will be crucial in identifying the variances in the companies predicted and actual results. Appropriate recommendations will be suggested to Amana for giving due diligence to the areas of improvement and enhancing the overall performance of the business in the industry. This will be further aimed at analysing the ways through which Amana can close his physical retail stores and develop a completely online system for conducting selling practices. He has two alternative options which are selling through Amazon or their own website. The effectiveness of the best option among the two will be evaluated for achieving better results in the industry.  

MAIN BODY


2.1: PART – A

Question 1

	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


Question 2
Report on the performance of Amana during the year 2020


Amana is undertaking his operations with the help of a family-owned business in England where it deals with Souvenirs directly to the tourists. It is identified that the actual units sold by the business and the selling price of souvenirs has decreased which is a negative factor for the business. In order to increase the revenues of the business, selling price was increased which was not suitable for the business to manage its profitability in the industry (Fairlie and Fossen, 2022). This can be concluded from the above report that the profit margins at £25 selling price per unit and comparatively higher than the same at £20 selling price per unit. The units have been reduced due to the lockdowns and other restrictions which are imposed by the government in the business. In the period Of December 2020 to February 2021, units sold by Amana has decreased which has a negative impact on the overall performance of the business in the industry. Lock-down created restrictions for the tourists to travel to their desired places for leisure and business activities. This had a deep impact on the Amana's business which decreased the demand for their souvenirs in the industry. The business organization was operating through their physical stores which were shut down due to these restrictions and had motivated the company to expand their business on online platforms.


The procurement costs of raw material and labour costs also increased in the year 2020 which can be understood from the variance which is seen in the material and costs of the business. The control report indicates that the actual costs exceed their fixed budget due to which there is a negative variation which is shown in the Amana's business. This may have a significant influence on the overall profitability of the company which is a hinderence in its growth (Lepori and Montauti,  2020). The major reason for the situation to arise can be the decreased rate of production due to the fall in purchasing power of customers in the business environment. There is lower demand of the products and services of Amana's business as in the pandemic times, consumers wanted to spend on the essential goods. The rate of production has also reduced because of these factors which resulted in higher fixed costs which is responsible for increasing the overall prices of the raw material for the business significantly. 


The actual costs deviated from the budgeted costs which is a result of the increasing production costs and the rising procurement costs of the raw material that increased due to their dealing with the Chinese manufacturer. The business has made the decision to reduce the selling price per unit of their tourism souvenirs in the market rather than passing the burden if these rising costs directly to the consumers. Also, this is not considered as a suitable strategy every time as the decreased selling price has a direct influence on the profit margins of the business. It creates challenges for the business to manage their future growth and development which is a crucial factor for the business (Nwosu, Aguh and Ezeanyim, 2020). The decision of the business to reduce their souvenirs price is another such factor which is necessary for the poor profit margins which have been achieved by the business in the industry. Due to these aspects, the company is unable to grow and achieve sustainability which is a significant part of the business. 


The overheads have remained the same for the business in the year 2020, this has been analysed after evaluating the flexed, budgeted and actual results that this factor has not shown variance. The overheads are referred as the expenses that have been incurred during the business process which is not beneficial for the business to grow in the industry. These expenses are regarded as the fixed costs that remain at a static position in different levels of the business activity. These variable components are directly related with the overheard costs which are taken into account with some variable components that are directly related with the production of goods and services. Similarly, it can be experienced by the report of Amana's business as the actual units sold were 80000 instead of 100000 as budgeted, which was a result of the changes in the overheard costs of the business. There was no such variance which has been experienced in the figure of the overheads which indicates that the unit cost is static in the year 2020.


The rental of warehouses has experienced a decrease in the year 2020 in comparison with the flexed budge. This reduction has caused a variance in the control reports which has been favourable for the business to achieve. This variance has occurred due to the less requirement for the units which are produced and sold in the pandemic times (Veselova, 2020). On the other hand, costs incurred for insurances have remained the same in flexed, original and actual results which shows that fixed costs are not related with the units produced in the year 2020.


In the last, salary paid to full time supervisor had decreased in comparison with the figures of the original budget due to business closure in the lock-down.  This aspect has been in favour of the profitability of the organization in the industry.  

Question 3
Recommendations to Amana for improvement

It has been evaluated from the performance of Amana in the year 2020 that there are certain areas of improvement which involve cost of materials & labour, selling prixce of the souvenirs and low profit margins that the flexed budget (Rikhardsson and Yigitbasioglu, 2018). These recommendations can be beneficial for the business to enhance their success in the industry. 

· The CEO of Amana's business can focus on improving the price and sustainability of their products rather than reducing its prices for gaining customers. This will be beneficial for them, to enhance their demand in the industry and create better opportunities for achieving growth. 

· The organization should focus on reducing their procurement costs by finding the desired suppliers which can offer them with the best prices for their products and services. This can enhance the profit margins of the business in the industry. 

· The problem of increase in the labour costs of the business can be overcome by connecting with the manufacturers having cheap labour in the industry. The business can also enhance the productivity of the labourers by introducing advanced technology in their business systems and creating a hostile environment for the employees to perform. 

· It is necessary for the business to improve its overall profitability for meeting the budgeted figures and increasing its competitive advantage. The company should focus more on their branding and marketing activities and enhance their quality of products and services with the help of different aspects specifically. The CEO should not reduce their prices instead he should focus on adopting a sustainable pricing strategy which can be beneficial for increasing their overall productivity in the industry. 

2.2: PART - B

Question 1
Comparing two options for the business in order to select the most appropriate one
The selling price is assumed to be 20 (similar to the price by which souvenirs have been sold in year 2020). The current analysis can be made for determining the potential benefits and the costs which are associated with these two options of online business. It is necessary for Amana to compare these options in order to find the best suitable alternative between his own website and Amazon platform for improving his sales.

First option: Selling through own online shop

	Particulars
	Amount in £

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

	Less: Relevant costs associated with this option
	

	Cost of setting up delivery network
	-150000

	Cost of upgrading current website to handle large volume of sales
	-50000

	Salary of fulltime programmer
	-35000

	Earnings or profits
	1765000


Alternative option – Selling directly on Amazon

	Particulars
	Amount in £

	Guaranteed sales of 65000 units
	65000 * 20 = 1300000

	Less: Relevant cost associated with this option
	

	Amazon fulfilment fees
	-50000

	Earnings or profits
	1250000



From the above analysis of the profitability of both the options of selling the souvenirs online, it has been determined that the option of selling through the own website is a suitable alternative for the business to enhance its overall profitability of the company. It is more feasible for the business to adopt this form of online business in order to grow and achieve better sustainability in the industry. 

Benefits and drawbacks of each business option  


Amid the pandemic, many businesses gave expanded their services online in order to capture a better market share in the industry and gain competitive advantage among its key rivals (Johnstone, 2020). The major problem arises for the businesses to adopt a suitable option for selling their products online and select an appropriate option for their growth in the industry. It is necessary for the company to adopt an effective option in order to gain better competitive in the tourism industry.

Costs & Ownership

Amazon charges storage fees which depend on the time for which the products and services remain in storage. Their size & weight are also certain factors which are considered by the platform for charging price. The rules and regulations for both the platforms are different and has a significant influence on the overall profitability of these businesses. It is determined that setting up online business with the help of own website which costs £235000. On the other hand, the cost which is required on the Amazon platform is £50000 which is way lower than own website. But the advantage of ownership is available to the business with the help of their private website that is crucial for them to establish their unique identity in the industry. They will be able to enhance their overall brand image with the help of their online store (Alabdullah, 2022). These factors are crucial for the business to address in order to manage their financials properly and enhance their sustainability in the industry. The difficulties can be overcome by Amana with the help of these aspects that are dedicated towards its overall growth and achievement in the industry. 

Convenience

This is an important factor for the business to consider while planning their online selling which is beneficial for the business to make effective plans and enhance their online selling. Comparatively, low capital is required while selling products on Amazon while the online websites require more investment by the business. Amazon provides assistance to businesses for displaying their products on their websites without issues and challenges. The organization is facing the challenge as in order to develop their own website, they require around £235000 which may have a negative influence on their overall profitability in the industry. The other option will be more convenient for them if we consider the price point if both the options which can have a significant influence on the business. The individual brand identity creation is difficult for the business on Amazon which can be initiated through own  practice which is useful for the business to grow and enhance their services in the industry. 

Competition

There is a tough competition on the Amazon platform due to the availability of a lot of sellers in the industry which makes it difficult for the sellers to gain competitive advantage. There are different ways through which the business is able to grow and enhance their services by applying promotional practices for increasing their performance in the industry. Lack of control and monitoring is a negative factor which comes with the services which are provided by Amazon to the business in order to enhance their services in the industry (Alsharari, 2019). It is required by Amana to define their policies and procedures in order to ensure higher sales and better commitment from their customers towards the brand. This will be beneficial for the company to ensure better sales and establish a sustainable step in the industry. Amana can select the online platform to eradicate the confusion of these aspects which may hinder their growth in the industry. With the help of these aspects, he will be able to identify the different aspects which are necessary for the overall growth of the business in the industry. 
CONCLUSION


It has been concluded from the above report that there were fewer products sold in the year 2020 due to the lock-down which was imposed by the government due to the pandemic. The cost of material and wages for labour have further increased in this period which had a negative influence on the overall profitability in the industry. These aspects have decreased the overall effectiveness of the business to achieve better results and enhance their productivity in the industry. Amana has evaluated two options through which can expand its business on the online platform for enhancing their services in the industry. The development through own website has been found to be a suitable option which can enhance the productivity of the business in the competitive business environment. On the other hand, if the cost point of view is to be considered, Amazon platform is found effective for the business to achieve success. 
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