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[bookmark: _Toc69085332]Introduction
The report will be based on the management accounting and as provided in the module, the report will be considering the management accounting and performance report to compare between the flexed budget and actual budget. Also, this report will use financial comparison for evaluating decisions in the company. 
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Based on the information given in the module, the monthly control report of Amana Ltd. includes the Original budget, the Flexed budget, and the Variance. The control report of Amana Ltd. is as follows:
	Particulars
	Actual Budget (Yearly)
	Flexed Budget (Yearly)
	Actual Budget (Monthly)
	Flexed Budget (Monthly)
	Activity Variance (Monthly)

	Revenue
	2500000
	1600000
	208333
	133333
	75000

	
	
	
	
	
	

	Expenses
	
	
	
	
	

	
	
	
	
	
	

	Variable Cost
	
	
	
	
	

	Material
	250000
	280000
	20833
	23333
	2500

	Labour
	400000
	440000
	33333
	36667
	3333

	Overhead
	150000
	120000
	12500
	10000
	2500

	Contribution
	1700000
	760000
	141667
	63333
	78333

	Fixed Overheads
	
	
	
	
	

	Warehouse Rental
	200000
	170000
	16667
	14167
	2500

	Insurance
	100000
	100000
	8333
	8333
	

	Fulltime warehouse supervisor salary
	50000
	35000
	4167
	2917
	1250

	Total Fixed Overhead
	350000
	305000
	29167
	25417
	3750

	Net Profit
	1350000
	455000
	112500
	37917
	74583



N.B. Since there wasn’t any instruction on whether the amount given was yearly or monthly, we have assumed that the information is yearly. Thus, we have divided the amounts by 12 to derive the monthly amounts.
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	Particulars
	Actual Budget (Yearly) £
	Flexed Budget (Yearly) £
	Actual Budget (Monthly) £
	Flexed Budget (Monthly) £
	Activity Variance (Monthly) £
	Performance Analysis (Favourable/Unfavourable) £

	Revenue
	2500000
	1600000
	208333
	133333
	75000
	U

	
	
	
	
	
	
	

	Expenses
	
	
	
	
	
	

	
	
	
	
	
	
	

	Variable Cost
	
	
	
	
	
	

	Material
	250000
	280000
	20833
	23333
	2500
	U

	Labour
	400000
	440000
	33333
	36667
	3333
	U

	Overhead
	150000
	120000
	12500
	10000
	2500
	F

	Contribution
	1700000
	760000
	141667
	63333
	78333
	U

	Fixed Overheads
	
	
	
	
	
	

	Warehouse Rental
	200000
	170000
	16667
	14167
	2500
	F

	Insurance
	100000
	100000
	8333
	8333
	
	N/A

	Fulltime warehouse supervisor salary
	50000
	35000
	4167
	2917
	1250
	F

	Total Fixed Overhead
	350000
	305000
	29167
	25417
	3750
	F

	Net Profit
	1350000
	455000
	112500
	37917
	74583
	U




In this performance review, the report reflects on the overall performance of the company throughout the year 2020. The performance analysis of favourable performance or unfavourable performance was decided based on the variance analysis of the company’s financial data. If we see closely, the overall performance of the company was Unfavourable. Which is very clear why.
From the top, the performance on revenue was unfavourable since the company estimated that they would have £ 2500000 but the flexible budget shows that the revenue of the company in the year 2020 was much less. It was £ 75000 less than the actual budgeted revenue. This continued in the variable cost section also. The estimated costs of the company were low but the actual costs of the company were much higher. The direct material and the labour cost of the company were first estimated would below, but the flexed budget shows that the costs of the company were significantly higher. Which led the company to be in the position of Unfavourable in terms of the contribution of the company. Although the fixed costs were kind of favourable for the company, the fixed cost variance is not that much and usually, the fixed cost of the compan6y does not change significantly. The insurance cost of the company did not change at all in the control report, which reminds us why the company does not have that significant hit from the fixed cost variances. Thus, being favourable in the fixed cost section, the overall net profit of the company has declined significantly and the overall performance of the company became unfavourable (Aruomoaghe and Agbo, 2013).
So, the performance report of the company using the control report shows us that the yearly performance of the company is unfavourable.
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This is one of the most significant parts of the report which is to provide recommendations to the CEO of Amana Ltd. about the areas that they can improve on the performance and the operations of the company. Since this is a report on managerial accounting, we will be providing insights based on the financial analysis of the company which was used in the company’s management accounting.
As we have seen in the previous part of the report, the company is not in its greatest shape of all time currently. The performance report and the variance analysis tell the situation about the company’s current performance. There are three segments on which the company must focus. To treat this improvement as a project is the main important aspect for the company’s CEO. The parts where the company should be focusing on are Revenue Segment, Variable Cost Segment, and Fixed Cost Segment (Budde, 2009). These will be the point of recommendations. Also, the overall assessment of the company has been affected due to the Covid-19. Thus, the areas of improvement for the company would be:
· Revenue Segment: The revenue of the company is falling. The variance analysis shows that the company is suffering from the Covid-19 hit. Revenue of the company has significantly fallen from the actual budget. Two things should be improved in this category by the company management. First of all, the company should do a better valuation of budgeting and the second is that the company should take innovative decisions which is relevant to the company’s target of enhancing the revenue. If the company predicts the budget more accurately, the company’s variance analysis won’t be a disappointment. Also, revenue is a function of marketing. The company should be doing its demand analysis much more efficiently. When the product is well-marketed, customers will buy that product. But, for this case, it was the effect of a pandemic. The Covid-19 effect and the lockdown of the world caused the tourists to physically reach the business. But that doesn’t mean that the demand for the product vanished. There is still demand the product. Some are active and some are passive. The active demands are those who have an urge to buy the product and passive demands are those who don’t have an urge but would buy the product is introduced. Customers who are capable of reaching the business with an active demand have been turned into the revenue of the company (Dutta, Lawson and Marcinko, 2013). But customers with active demand who cannot physically go to the business could be served through the delivery. If the company had a functional website from where the customers would order the product and the product would be sent to the doorstep of the customer, there would be a lot more sell for the product. And, the customers with a passive demand could also be served through the website. The company is already using the business website for the marketing of the product, but a more interactive marketing strategy would be social media marketing since customers are now more connected through social media than anything else. So, social media marketing would be a great way for the company to turn the passive demand for the company into active demand for the company product which will, in turn, enhance the revenue of the company by increasing the sales of the company (Emsley, 2000).
· Variable Cost Segment: In the variable cost segment, the company is the weakest. Just when the company has faced the hit of the Covid-19 pandemic, the pandemic also hit the costing of the company. The labour and materials of the company are in the unfavourable situation. Due to the Covid-19 pandemic, the company cannot find the appropriate labour force for the company with the actual budgeted cost. Also, the material of the company has gone up which is very normal for this type of situation. The company is facing a rise in the price of the materials and the wages of the labour. In this situation, the company should cut their cost. The company cannot directly cut the wages of the employees that would be a very wrong practice for the company and in certain cases, that would be considered as an illegal practice by the company. Thus, the company can take measures to improve the productivity of the employees. Transformational leadership and proper motivational approaches can calm the employees regarding the Covid-19 pandemic. And the company can effectively boost the productivity of the employees which will save on the labour cost of the company. And, the company should be adopting the Six Sigma production method which is an evolved practice for total quality management. The six sigma production method ensures that the defects in the production area at the most minimum. Figuratively speaking, Six Sigma ensures that in every million products produced, there would be 4 defective pieces, which is very efficient. If the company adopts the Six Sigma production in their production approach, it would be very useful for the company to avoid a portion of the material cost. And overall, the variable costs will be stabilized (Emsley, 2001).
· Fixed Cost Segment: Fixed costs of a company usually do not change over time. As the name suggests, these are fixed and less sensitive to the company changes. The company is already doing very well in their fixed cost segment and they have managed to maintain a favourable position in the fixed cost segment during this pandemic. Thus, there isn’t that much of a suggestion but the company should try to maintain this ratio and pattern of the company regarding the fixed costs (Hirst and Yetton, 1999).
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In the quest of whether the company should push its sales online or not, the company is now stuck with two options in their hand. The company can renovate the old website that they have been using for the marketing and mere identity of the company, they can now use that website for their sales of the product. Or, they can go for Amazon, which is a global retail shopping platform where people can buy from the sellers at a decent price (Makamuro, 2018). But both options have their caveats. Based on the financial data given in the module, there can be a comparison between the two options that the company can choose from. The comparison of both the options are as follows:
	Amazon
	Own Website

	Particulars
	Amount (£)
	Particulars
	Amount (£)

	Guaranteed Sales Unit
	            65,000 
	Guaranteed Sales Unit
	          100,000 

	Selling Price
	£                20 
	Selling Price
	£                 20 

	Revenue
	£     1,300,000 
	Revenue
	£     2,000,000 

	Less: Costs
	
	Less: Costs
	

	Fulfillment Fees
	£           50,000 
	Setting Up Delivery Network
	£        150,000 

	
	
	Upgrading website
	£          50,000 

	
	
	Salary of Fulltime IT Programmer
	£          35,000 

	
	
	Total Cost
	£        235,000 

	Net Effect
	£     1,250,000 
	Net Effect
	£     1,765,000 



The above is a comparison of the two options financially. Based on the information given in the module, the above presents and shows the effect of the two options could have had in the financial statement of the company.
N.B. Since the price of the product wasn’t specified in the information of the options, this report had assumed that the product’s price is the current market price that was used in the Flexed budget of the performance management report.
On the Amazon side, we can see that there isn’t quite a lot of particulars of expense. On the other hand, if the company starts their website as their online shop, the company has to bear a lot more expenses and heads to consider. But in the end, the effect of setting up the own website is reasonable for the company rather than being on amazon. The net effect in the revenue would be 1.25 million GBP in the Amazon option, but in the own website option, the net effect is 1.765 million GBP which is a considerable jump from amazon. Thus, initially speaking, the company should be choosing their website as their online shop for the online sales that they are targeting. The financial difference between the amazon and website came from the sales unit of the company. In Amazon, the company could sell only 65,000 units of product guaranteed. But for the own website, the company can sell 100,000 units of product guaranteed. This difference in the website and own website made the difference. But, just judging from the initial calculation, no one should come to any conclusion. In the first year, Amazon would charge a fulfilment fee. But from the next year, there wouldn’t be any additional expense for the amazon option of the company. Accordingly, there wouldn’t be any additional costs like upgrading the website or setting up a delivery network for the company’s website also. Then there could be a difference in the net effect of the company. The net effect ignoring the costs is:
	Amazon
	Own Website

	Particulars
	Amount (£)
	Particulars
	Amount (£)

	Guaranteed Sales Unit
	               65,000 
	Guaranteed Sales Unit
	             100,000 

	Selling Price
	 £                  20 
	Selling Price
	 £                  20 

	Revenue
	 £      1,300,000 
	Revenue
	 £      2,000,000 

	
	
	Less: Costs
	

	
	
	Salary of Fulltime IT Programmer
	 £            35,000 

	
	
	Total Cost
	 £          35,000 

	Net Effect
	 £      1,300,000 
	Net Effect
	 £      1,965,000 



From the second year of the company’s online expansion, the company wouldn’t be facing any sort of additional fulfilment fee or any sort of network establishment. There would be maintaining cost for the website, and delivery network for the own website. But, there would be a certain fee for the amazon enrolment also. Thus, we are ignoring these minimal costs from both options for a more detailed comparison. Even without the cost situation, own website results in a greater value for the company. Thus, considering the before and after situation of the company’s online sales, own website is far more superior and valuable for the company compared to Amazon.
Apart from the financial data and information, own website is better in non-financial terms also. When a customer purchases from Amazon, they look at the price and reviews. Not to the seller or the supplier that the product is supplying. This raises the competition, as mentioned in the information, and one of the reasons why Amazon has fewer sales for the company. But, when the company sets up its website, the company has its own identity that the customers can relate to and the company can build its brand value. Think of it like this, does anyone buy a Louis Vuitton bag from amazon? No. Because it doesn’t relate to the brand name. Which is a very important point for the companies (Aruomoaghe and Agbo, 2013). 
Thus, overall analysis suggests that Amana Ltd. should choose their website as the way to online sales.

[bookmark: _Toc69085339]Conclusion
The report was about Amana Ltd. and their business decisions based on management accounting and how management accounting can be used to analyse the businesses. This report used the performance management report to evaluate the company’s yearly performance and the financial comparison to choose between Amazon and its website for online sales. 
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