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[bookmark: _Toc69453190]Introduction 
The COVID-19 pandemic has been one of the major factors that has triggered numerous changes in most of the industries globally. Within the tourism sector, the pandemic has left many businesses struggling due to the movement restrictions in most of the regions. Following this, it is the role of the managerial teams in organisations to come up with the most suitable and long lasting solutions to facilitate the growth and development of their businesses. The management accounting units is one of those that can be consulted when making such decisions. As one of the companies that had been affected by the pandemic adversely, this report is developed for Amana LTD to help it cope with the current business environment. 
[bookmark: _Toc69453191]Part A
[bookmark: _Toc69453192]The monthly control report showing original budget, flexed budget, and variances
As argued by Zimmerman (2011) control reports are created with the intention of spotting any deviations from budgeted performance without the loss of time, so that corrective measures can be put in place. As well, they are reliable in assessing the performance of an organisations. They are some of the most reliable reports that are used in companies for management control purposes. Some of the core elements included in a control report include the original budget, flexed budget and variances between the two. An original budget is the initial budget that is approved by an organisation for a specific budget period. A flexed budget on the other hand is the budget that is set to adjust the volume or activity levels of an organisation, which takes some variances from the original budget. Hence, the variance element of the control report entails the differences between the original and the actual performance (Mojgan, 2021). The following is an outline of Amana’s control budget based on the information shared by the company owner. 
	Item
	Original budget in
(£) 

	Flexible budget
(£) at 80,000 units

	Actual results
(£) 

	Variances 
(£) 

	

	units
	100,000
	
	80,000
	(20,000)
	Unfavourable

	Selling price
	25
	25
	20
	(5)
	Unfavourable

	sales 
	2,500,000
	2,000,000
	1,600,000
	(400,000)
	Unfavourable

	Variable costs
	
	
	
	
	

	Materials 
	250,000
	200,000
	280,000
	(30,000)
	Unfavourable

	Labour
	400,000
	320,000
	440,000
	(40,000)
	Unfavourable

	Overhead
	150,000
	120,00
	120,000
	30,000
	Favourable

	Contribution 
	1,700,000
	1,360,000
	760,000
	(600,000)
	Unfavourable

	Fixed costs
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	170,000
	30,000
	Favourable

	Insurance
	100,000
	100,000
	100,000
	-
	

	Warehouse supervisor salary
	50,000
	50,000
	35,000
	15,000 
	Favourable

	Totals
	1,150,000
	990,000
	1,145,000
	5000
	Favourable


[bookmark: _Toc69453193]Report on Amana’s performance during the year 2020 based on the control report 
The control report in the previous section outlines the Amana’s performance variances. Based on the report, there are both favourable and unfavourable variances that the business incurred in the year 2020. The favourable variances occur when the actual results realised are better that what had initially been budgeted. Some of the causes of such variances are such as when the expenses insured are less than the budgeted ones and when sales realised are more than the budgeted. Contrary to this, the unfavourable the unfavourable budget variances are negative differences that are realised between the actual revenue and what was budgeted. Such happens when the expenses become more than the budgeted revenue. Based on Amana’s report. The favourable variances include overhead costs, warehouse rental costs, warehouse supervisory salary and the total costs. On the other hand, the unfavourable variances include the production units, selling price, material costs and the labour costs. The following is the performance analysis of Amana based on this report. 
The production units element is one of the elements that resulted to an unfavourable variance for the organisation. This is because the business was able to achieve 80,000 units compared to the initial budget of 100,000, where the unfavourable variance incurred was 20,000. The business could have incurred this variance due to the low demand of its products, which demanded the production of fewer units than previously expected. As well, the business had an unfavourable selling price variance in 2020. This is because the price had been estimated to be 25, while the actual was 20. This as well would have been due to the low demand of the company’s products due to the low number of tourist in the market. 
The business as well experienced some unfavourable variances in their material and labour costs. This shows that the material that the business used were sold at higher prices than the planned costs, which resulted to the business incurring higher costs than what it had planned for. This could have been triggered by various factors, among them low supply in the market due to the restriction of movement due to COVID-19, which could have led to high supply chain costs, resulting to the general increase of the materials. The labour cost on the other hand could have been as a result of the Severance pay that the business could have paid to its retrenched staff following the low business in 2020 due to the pandemic. 
Despite this, the company was also able to make some favourable variances. One of these was the warehouse rental, where the company was able to save £30,000 from the initially budgeted 200,000. This could have been caused by waivers from the warehouse owner who could have taken the action as a means of retaining Amana as a customer during the tough economic time of the pandemic. As well, this could also been as a result of minimal usage of the warehouse due to low inventory that the business handled over the year, following the low material acquisition that the business had over that period. 
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Based on the analysis above, the Amana company management needs to come up with reliable strategies that it could use to minimise the unfavourable variances, while maximising on the positive variances. The best way for the company to achieve this is through the application of various cost and operational approaches. The following are some of the strategies that can be used in the company. 
To begin with, the business needs to invest more in their marketing activities in order to boost their sales. As noted in the case study, the business has experienced low sales due to the decreasing number of tourists to England. Therefore, the company needs to adopt more marketing activities that should be focused on informing the target audiences of the company and the nature of products it offers. As well, the marketing should also be prompting the audience to purchase the company’s products. Such should involve both traditional and digital marketing activities designed to fit different customer segments that the business intents to sell its products to Arnett and Wittmann (2021). As a result of this, the business will improve on its sales. 
Additionally, the business should also invest on e-commerce. Such is because currently, the business only sells its products in its physical stores. This means that the business can only sell products to customers who visit the stores by themselves. Investing in ecommerce will give the business an opportunity to reach more customers globally, which will instrumental to increase the company’s sales.
Incorporation of technology in the company’s operations to minimise labour costs. The business incurred more labour costs than budgeted. It would therefore be recommendable for the organisation to invest in technological approaches in most of their operations, which will help in lowering some of their labour costs. As well, the technology will guarantee the business more efficiency, and improve its production (Majumdar, 2014). 
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[bookmark: _Toc69453196]Analysis of Mr Amana’s decision to go online advise if they should set up their own online Shop or sell on Amazon.
Following the adverse effects the COVID-19 pandemic has imposed on businesses, many companies have turned to inline business as a mitigation to counter the adversity. Such is because doing business online makes it possible for businesses to reach more customers compared to physical stores, hence increasing an organisation’s sales. As well, the costs attached to online business are also lower compared to those of managing physical stores. Following this, Amana has also opted to diversifying to online business, with the company faced with two options, setting its own online shop and selling through Amazon. 
Once Amana starts operating online, it will be able to enjoy some of the benefits of online business. One of these is that the company will now be able to reach a wide range of customers than it has been doing with their physical stores. Such is because the company will now be selling to customer who are in different parts of the world without the customers having to come to the stores in England. Following this, the company will improve on its sales, hence higher profitability. For instance, the UK is estimated to have 45.4 million online consumers, which presents Amana with quite a high number of potential customers (Nisar and Prabhakar, 2021). In addition to this, the company will also be able to save on some of the costs that it has been incurring through their physical stores such as warehouse rentals. Such is because the company will be able to monitor the demand of their products through online analytic, which will enable the business to only produce and keep inventory that matches the demand. As a result, all the costs attached to overstocking will be reduces, which will contribute in reducing the company’s general expenditure. 
Based on the two options that the business has in order to venture into online business, the most suitable would be to sell through Amazon. Such is because there are more costs that the business will have to incur when it decided to set up its own online shop. These include the costs of setting up delivery networks that will cost £150,000, cost of upgrading current website to handle large volume of sales costing £50,000 and Salary of a fulltime IT programmer at a cost of £35,000 per annum, all which would result to sales of 100,000 units annually. Assuming that the company’s prices will remain at £20, the business will make profits of 1,765,000 from its online shop. Compared to this, the Amazon option will cost the business Amazon fulfilment fees of £50,000 and sales of 65,000 units on Amazon annually with the potential to increase depending on demand. This will lead to the company making profits of £1,300,000. Based on these two, the business is likely to make more profits selling through its own online shop as compared to Amazon. The following are some benefits that the company could be able to enjoy once it opts selling through Amazon. 
The business will be guaranteed of a larger market through Amazon that it would be able to reach on itself. For instance, in the UK, Amazon prides itself in eight million users, while it has 142.5 million customers globally within different countries that the business operates in. Hence, Amana will have their products available to all these customers, who will be its potential customer. The company will therefore be able to make huge sales to both local and international customers. Additionally, this number of customers is likely to increase based on the current online business growth globally. For instance, according to Culpepper and Thelen (2020), it is estimated that by the end of 2021, Amazon is likely to have a customer growth of up to 148.6 million customers growth. Therefore, Amana will also be able to benefit from this growth as it could attract more customers from the consumers that Amazon will attract. 
Amazon is also a reputable business, and selling through it will make it possible for Amana to easily penetrate in the new market. As argued by Carter (2021), the online business market is quite competitive, with top giants in the sector such as Amazon, Alibaba, eBay, Jingdong and Zappos leading the market respectively. Therefore Amana will benefit from the reputation of Amazon, as customers have confidence buying from the organisation. This will go a long way in attracting customers easily than what the company would achieve through its new online shop. 
Amazon as well prides itself in comprehensive supply chain organisation. Amazon has one of the largest supply chain model globally. This is because over the years, the business has been able to incorporate technology in its supply chain management, which has helped in streamlining its operations globally with high efficiency levels. For instance, the business has the FBA (Fulfilment by Amazon) and FBM (Fulfilment by Merchant) fulfilment options for its sellers within its platform, which offers flexibility to the sellers on how they would prefer their supply chain to be tailored.  In addition to this, the business adopts high tech equipment such as robots to increase their supply chain efficacy. The company is also looking into venturing into drones, which will make the delivery of its products even better (Min, Zacharia and Smith, 2019). Therefore, using Amazon will be a sure approach to ensure that Amana’s products are effectively managed, sold and delivered to different customers globally, including some regions that Amana would not be able to reach on its own due to high supply chain costs. 
However, despite these factors, due to the profits that the company would attract from the two options, it would be more recommendable for Amana to set up its online shop. Such will give the business n opportunity to take control of all its operations and the prices of the products as well. The company will therefore be able to increase or lower the prices of their products based on aspects such as demand, competition and economies of scale, which would lead to increased sales. In addition, the business will also be able to establish itself in the online business market, which will lead to its brand recognition globally. 
[bookmark: _Toc69453197]Conclusion
As discussed in this report, management accounting function of a business is quite essential in the growth of any organisation. Such is because the units can be wisely used to make informed decisions on the areas that a business needs to modify in order to improve on their operations. Such is mainly through identifying how a company would minimise on some of their costs in order to improve on their profitability. Based on this, the report identified that it would be more profitable for Amana to invest in its own online shop as opposed to selling through Amazon, as it would make more profits through its own shop. 
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