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Part A
1. Report
This is a report specifically made for Amana ltd. It is a piece of paper that aim to assist the business in the current unstable business environment. Since the beginning o Covid-19 pandemic many businesses were affected negatively from the economic and social implications. That is why is highly important for businesses like Amana’s to be very strict in its planning and make sure that clever decisions are made. As described by Abernethy & Brownell (1999) the business survival is highly dependent on its ability to anticipate and respond to any events that may change the situation. The management accounting aim is to assist in such situations by evaluating cost and setting budgets (Rhode and Garrison, 2019).
Budgets in particular are very important in cases similar to Amana company. Budget will be used in order to understand current performance. Moreover it will assist me as a manager to give a very informed recommendations about the directions that the business should take.
As a new manager hired by Amana limited company I was requested to provide the following information for the business: Monthly control report (to include original, flexed budget and variances).Evaluation of the business performance for 2020 and finally give a recommendation to the company’s CEO.
Since I carefully reviewed the given information I was able to review it carefully and come up with the following information:
a) Monthly control report 

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

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable costs:
	
	
	
	
	

	Materials
	2.50  
	250,000
	200,000
	280,000 
	(80,000) UF

	Labor
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead
	1.50
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	600,000UF

	Fixed cost:
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	200,000
	170,000
	30,000F

	Insurance cost
	100,000
	100,000
	100,000
	100,000
	0

	Supervisor salary 
	50,000
	50,000
	50,000
	35,000
	15,000 F

	Profit 
	
	1,350,000
	1,010,000
	455,000
	555,000UF




b) Report for the performance of Amana ltd.
The above report is important for the business because it allows the management to identify areas that has to be strengthen. As described by Rhode and Garrison (2019) the management accounting reports allowing the organization to measure performance and compare it to previous or planned performance and then plan ahead in a short-term and long-term prospective. 
First of all the main problem that can be seen is that there is unfavorable variances for the revenue. It’s with £400,000 unfavorable. Another unfavorable variance are for Materials. Its £80,000. Also the Labor cost shows unfavorable variances which is £120,000. Because of the material and labor variances are not favorable the contribution per single unit variances are also unfavorable. Its £600,000 for the sold 80,000 units. This makes £7.5 contribution per unit. This is a sign of problems within the production strategy. The current suppliers of materials are providing raw materials that cost more than what the business expect. From the other side the manufacturing partner from China has given higher prices for the production of a single unit. These two are essential factors for the business in order to make profit.
From the other side, if we look into the down side of the report we will see favorable variances for Warehouse Rental with £30,000. That is very good for the business and it should keep that trend. Also the insurance remain neither favorable or unfavorable. Finally the supervisor salary is favorable. Its £15,000 favorable which is another positive thing for the business and its cost. However, with possible increase of work the cost for supervisor is likely to go up.
c) Recommendations to Amana’s CEO
First of all, the Amana’s management should work out a plan for dealing with Covid-19 implications because they are crucial for the business operation. Reducing a price of the products may help the business to increase the sales numbers, however that strategy may have also a negative effect as it could down the image of the business, so it should be considered as least possible option. Such strategy may be risky in many cases.
The contribution margin should go up for the business. The business should aim to reach the amount that is been planned in the flexed budget. There are few actions that the business should take in order to increase the contribution margin. First, the business may look for other manufacturers and outsource the production to another manufacturer. Although the business is working with manufacturer in China, there could be other options still in China that can be cheaper. It is important however to keep the same or even better the quality of the produced goods. Also the business may check other countries like: Vietnam, Thailand, Indonesia, India or Bangladesh. Good research over the market and possibilities should be very helpful for the business in that direction.
From the other side by looking into the fixed cost which remain the same no matter of the sales levels, there are more positive factors, however action still need to be taken by the management.
First of all, the price of the supervisor seems to be ok at the moment, however the management should make sure that in case of increased workload the price will remain either the same, or at least not going up much. 
It’s important to negotiate a good deal with the warehouse owner for the future. This means that the rent will not increase with the time and if the business need bigger space, then the price per square meter may go down.  
In the end the sales are most important for the profit of the business. Because of this the business should aim to increase the sales in a short and long-term perspective because the profit of the business is the main factor that allow the business to survive and grow (Nariswari and Nugraha, 2020). 
In that direction investment in a marketing campaign through social media or email marketing would be highly beneficial for the business (Sylva et al., 2020).


Part B
Due to the recent request from Mr. Amana I am also preparing the report in relation to the plan of expanding online. The Amana ltd is abut to move 50% of the business online, which will require some additional resources to be involved into the process. 
According to Niranjanamurthy et al (2013) the online selling, also calling E-commerce has changed the way of making business today and it is associated with a number of advantages compare to the traditional brick and mortar model of business. Examples of such advantages are: Opportunity to start a business with very little cost, No need of physical stores, Adapting better promotion systems, functioning 24/7, easy way to compare prices between competitors, efficient communication and no need of physical effort from the buyer or the seller side.
So in connection to the above advantages the idea of moving online is a great choice of the business. 
Also the business consider opening an Amazon shop as a alternative to own a website. The following table aim to look into each option by taking into consideration the associated relevant cost for each option. The relevant cost may differ between the alternatives. Moreover, it is important to apply the concept of relevant cost to a specific period of time in order to have a better idea of it (Rhode and Garrison, 2019). 

Moving 50% Online:
100,000 sales guaranteed (20,000 more than the current 80,000) 
Initial investment of 150,000 (delivery network set up) and 50,000 (website upgrade) are required
Amazon
65,000 units sold in Amazon guaranteed (without the current 80,000). Or 145,000 units per year. 
Variable cost break down:
Materials: 280,000 / 80,000 = 3.5 per unit
Labor: 440,000 / 80,000 = 5.5 per unit
Overhead: 120,000 / 80,000 = 1,5
For Amazon the fulfilment fee is falling into the variable overhead section as it may vary depending on the sales numbers.
Salaries for online sales increased by 35,000 per year due to hiring a full-time programmer. 


	
	Currently (£)
	Moving online (£)
	Amazon (£)
	Difference

	Sales
	80,000 units
	100,000 units
	145,000 units
	

	Selling price
	20
	20
	20
	

	Revenue
	1,600,000
	2,000,000
	2,900,000
	900,000

	Variable Cost
	
	
	
	

	Material
	(280,000)
	(350,000)
	(507,500)
	

	Labor
	(440,000)
	(550,000)
	(797,500)
	

	Overheads
	(120,000)
	(150,000)
	(267,500)
	

	Fixed cost
	
	
	
	

	Rent
	(170,000)
	(170,000)
	(170,000)
	

	Insurance
	(100,000)
	(100,000)
	(100,000)
	

	Salaries
	(35,000)
	(70,000)
	(35,000)
	

	
	
	
	
	

	Profit per year
	£455,000
	£610,000
	£1,022,500
	£412,500



According to the information provided by the management of Amana the table were created. Based on the table I would recommend the alternative with Amazon at this moment. Here is important to be said that the current sales of 80,000 will remain and the Amazon sales will be on top of that figure as it is explained in the instructions.
It can be seen that through the use of Amazon’s platform the business will generate in sales 45,000 units more than the alternative with online website. That in turn will result 900,000 less in revenue and 412,500 less in profit in the end of the year. The business should keep the prices that have now because if there is lack of control over the prices an return policy that may reduce the profit for the business in future.
Another factor is the salary of the programmer which will remain every year, or even may go up with the number of sales. This cost could be saved if the business decide to choose Amazon as a alternative. 
The Amazon option also will require a less investment than the e-commerce alternative (£200,000 for network set-up and website upgrade). The only cost that will occur for the business with Amazon will be the fulfilment fees which depend on the number of sales, thus they are classified as a variable cost. Finally its important to be said that as an Amazon seller the business may take advantage of the data and stats provided by Amazon (3 Advantages of Selling Direct to Consumers on Amazon Seller Central - Amify, 2022). 

However here is important to be said that the business should consider upgrading its online website in order to build better image in a long-term perspective. In a long-term building a strong brand requires a credible website and that should be taken into consideration by the ownership of the company.
No matter of the option chosen by the business the management should focus on some important elements of the business such as better operation, effective marketing strategies and excellent customer service. Each of them will assist the business to grow and increase its sales.
Conclusion
A good management of the business requires very efficient planning function. Budgeting in this direction is essential. Through the different available budgets the business can determine its objectives and project sales and cost.
Thanks to the given report the business may take a very much effective decisions about its future moves. It was very clear that Covid-19 affected the business in a negative way , however with the alternative channels for sales the company can overcome these challenges and continue to grow in future. 
From the report were understood that the business should look elsewhere for its production. Another supplier of materials has to be also find if the company wants to lower its material cost.
The business were informed that moving into the online space will be a good for the growth of the business and so such move could bring a lot more sales in a long-term and also build good brand image.
However from the other side Amazon is a good option for the business with less involved initial cost and more guaranteed sales which is important for the taken decision. At the moment the management should focus on starting with Amazon as a better alternative and make sure that increase the sales in order to be strong after the Covid-19 period.
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