







MANAGEMENT ACCOUNTING




Executive Summary
The current study sheds the light on the potential elements related to management accounting that needs to be utilised within Anama Ltd in order to improve its level of performance. The utilisation of the relevant budgets plays an important role to determine the values of the net income along with the differences in the estimated value of net income and actual value of net income. The crucial recommendations have been reflected in the present study that needs to be executed by the owner of Anama Ltd for the enhancement in the value of sales. The advantages that can be generated by Anama Ltd in terms of selling and buying the products to the consumers through collaborating with Amazon have also been highlighted in the study in an accurate way.
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[bookmark: _Toc98947682]Introduction
Managerial accounting refers to the efficient practice regarding the identification, analysis, measurement, communication and interpretation of the financial data to the potential managers for the pursuit of the objectives of the firm. The current study reflects on the financial and operational and financial performance of Amana Ltd with the help of management accounting.
[bookmark: _Toc98947683]PART A
[bookmark: _Toc98947684]i. Monthly Control Report
An original budget can be esteemed as an estimation regarding expenses and revenue over a definite period and can be primarily compiled along with re-evaluated in a periodic manner. An implementation of the original budget is essential for regulating the efficiency of the peak. It can be considered as the beneficial element to manage the financial aspects of the respective entity over both the long-term and short-term horizons. On the other hand, the flexible budget primarily makes an adjustment with the alterations in the amount of the actual revenues. Actual measures or other measures of activity have been entered into the flexible budget after the completion of an accounting period (Bui, Le and Nguyen, 2020). It can be concerned as a major cause to generate a relevant budget that is unique to the respective inputs extensively. As a result, the concerned budget needs to be effectively compared by the organisational managers with the actual expenses with regard to the control purposes. The monthly control report for Amana Ltd in terms of measuring the actual budget, flexible budget and variances can be summed up in the following table:
You haven’t followed the template provided on Moodle. You have to use the template form week 8 seminar.
Wher is the original budget?
	Amana Ltd

	Monthly Control Report

	For the year ended 31.3.2020

	
	
	
	
	

	Particulars
	Original Budget
	Actual Budget
	Variance
	Favourable/Adverse

	
	
	
	
	

	Production (units)
	100000
	80000
	
	

	
	
	
	
	

	Selling Price
	25
	20
	
	

	
	
	
	
	

	Sales Revenue (Production Unit*Selling Price)
	2500000
	1600000
	900000
	Favourable

	
	
	
	
	

	Less: Costs
	
	
	
	

	
	
	
	
	

	Variable Costs:
	
	
	
	

	
	
	
	
	

	Materials @2.5
	250000
	280000
	-30000
	Adverse

	Labour @4
	400000
	440000
	-40000
	Adverse

	Overhead @1.50
	150000
	120000
	30000
	Favourable

	Contribution @17
	1700000
	760000
	940000
	Favourable

	
	
	
	
	

	Fixed Overheads:
	
	
	
	

	
	
	
	
	

	Warehouse Rental
	200000
	170000
	30000
	Favourable

	Insurance
	100000
	100000
	0
	-

	Fulltime Warehouse Supervise Salary
	50000
	35000
	15000
	Favourable

	
	
	
	
	

	
	
	
	
	

	Total Overhead (Variable Costs+Fixed Overheads)
	2850000
	1905000
	945000
	Favourable

	
	
	
	
	

	Net Income (Sales Revenue-Total Overhead)
	-350000
	-305000
	-45000
	Favourable


Table 1: Monthly Control Report of Amana Ltd
(Source: Created by the Author)
Is this the performance or recommendations? Where are your headings?
Financial Performance of Amana Ltd
The analysis for variance is essential to help the managers with the management of potential budgets through controlling actual versus budgeted costs. It has been analysed in project and program management such as financial information to effectively assess at essential milestones or intervals. The preparation of the monthly closing report plays an important role to offer quantitative data regarding revenue, expenses and remaining levels of inventory (Bhimani, Sivabalan and Soonawalla, 2018). The potential variances between actual and planned costs might lead to the adjustment in business strategies, objectives or goals extensively. The variance analysis monitors the performance of a department, division, organisation, project, and many more along with the comparison of actual performance to the standard performance. The standards can be established by the management against the relevant performance that will be measured in terms of the dollar value sales objective, the number of working hours in a definite period, and many more (Dokulil, Popesko and Kadalová, 2022). The potential standards can be established by the company management utilised to measure the variance analysis, keeping the concerned standards in line with the objectives and missions of the firm.
Role of utilising Variance Analysis to determine the Position of Amana Ltd
The variance analysis can be utilised by the owner of Amana Ltd to assess and determine the critical aspects that occurred within the activity of the present organisation. The variance analysis primarily requires the potential managers to utilise the actual performance of the organisation extensively. It is necessary for the management to measure the gap between the actual performance and standard performance along with depicting the crucial reasons for the actual performance falling exceeding or short developed standard performance. The execution of the variance analysis within the firm will let the cost analysts and managers monitor the requirements for an operation and budget costs in an accurate way to forecast the operational requirements and actual costs (Prihastiwi and Sholihin, 2018). Variance analysis helps to offer effective guidance related to the cause of fluctuations within the figures of actual data and budgeted data extensively. As a result, it assists the operational managers to evolve the better activity in budgeting in a significant way.
[bookmark: _Toc98947685]ii. Performance of Amana
You need to use subheadings.
Execution of Production Units within Amana Ltd
It can be demonstrated from the monthly control report of Amana Ltd that the concerned entity has not managed to fulfil the estimation regarding the units of production of 100,000 units. The actual units of production developed by the present organisation are valued at 80,000 units during a definite period. The occurrence of COVID-19 and the imposition of socialdistancing and self-isolation to prevent the spread of the concerned virus can be considered as the principal reason for the decline in the production units between the planned budget and actual budget. The decrease in the value of the production units enforces the current firm to reduce the value of selling price from £25 to £20 that in turn leads to lower the amount of sales revenue from £2,500,000 to £1,600,000 during the respective period. It has been articulated from the operational performance of the present firm that the actual value of the cost of materials and cost of labour is comparatively higher than the budgeted value of the respective elements.
An increase in the level of expenses along with the decline in the level of sales revenue can be esteemed as the principal reason for the reduction in the level of profit within the present entity extensively (Choe and Kan, 2021). The higher cost of labour helps to make the operational activities better, however, it can decline the level of profits of the respective firm, the number of hours worked by each employee along the number of jobs extensively. The hiring subsidies, payroll taxes, overtime pay and minimum wage can be esteemed as a few of the respective policies that affect the costs of labour extensively. On the other hand, the current firm has managed to regulate the fixed overheads such as warehouse rental, insurance, full-time warehouse supervision salary extensively (Vo Nguyen, Kim and Yang, 2021). As a result, the present organisation has regulated the operational activities in such a manner that helps to evolve the value of the actual budget of fixed overheads lower as compared to the estimated budget during the specific period.
Operational Performance of Amana Ltd
It has been observed from the operational performance of Amana Ltd that the value of the actual total overheads is lower than the expected value of the total overheads. The proper regulation of the fixed overheads within the firm helps to reduce the actual total overheads extensively. It can be evaluated from the above table that the value of the net income in the actual budget of £305,000 is comparatively lowering the estimated net income of £350,000 that enforces the adverse value of £45,000 within the respective organisation extensively. The lower actual budget of sales revenue than the estimated value can be esteemed as the vital cause for the decline in the value of the net income. The decrease in the value of net income leads to reduce the level of the brand image of the concerned entity (PHAM, DAO and BUI, 2020). It can also be concerned as the responsible factor for the reduction in the level of competitive advantage among the critical competitors across the competitive market.
[bookmark: _Toc98947686]iii. Recommendation
You need to use sub headings 
Improvement in the Sales Performance
The performance of the respective sales can be potentially affected by the efforts of enablement such as content management or sales training along with the culture, cross-functional alignment and consumer experience of the present firm. The successful teams of sales from the organisation-wide commitment to ensure the reps that are essential to perform the jobs in an effective manner. It is essential for Amana Ltd to recognise the top level of talent that resulted in the great level of training extensively. The higher emotional intelligence, an effective attitude or a deep love regarding collaboration will need to be executed within the concerned entity in order to improve the level of sales respectively (Kelemen et al. 2021).
Implementation of an Effective Sales Model
The enablement of sales can be treated as a critical element to ensure the equipment of the salespeople for making a better engagement of the prospects and consumers in a successful manner. Depending on the structure and size of the respective firm, it is essential for the owner of the current organisation to obtain a robust operation for the enablement of sales. An implementation of the appropriate methodology of sales can break or make the performance of sales extensively. In terms of the sales model, the methodology will be often found by the businesses that suited them in an accurate manner during the startup of the enterprise scale. As a result, it is necessary for Amana Ltd to evaluate the efficacy of the sales in a continuous manner along with ensuring the selection of an appropriate one within the entity.
Regulation of Efficient Procedure for Sales Training
It has been articulated byWagner, Dopp and Gold (2020) that the programs of sales training have an effective tendency to sprawl. It will be important for the present firm to break the essential initiatives down into a simpler set regarding actions and objectives as it can be narrowed for making an incremental change by the frontline managers. A potential investment into the exceptional experience of the consumer will lead to boost the performance of sales extensively. It will be evident for the current firm that the individual reps can be able to control individual aspects regarding consumer engagements. The elevation in the entire experience of the consumer will require an effective alignment with consumer success, marketing, and other teams based on sales adjacent for driving consistency, simple interactions across the lifecycle of the consumer.


[bookmark: _Toc98947687]PART B
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So why are you not going for the other option. You need to explain why Amazon is better.
An online presence of Amana Ltd primarily goes far beyond the settlement of a website containing the names along with the contact details of the firm. It involves the creation of the virtual point regarding the business, where an individual can obtain beneficial information on the website along with the potential interaction with the consumers through the networks of social media. The dominance of the digital aspects has made it essential for more individuals to depend on the internet to monitor the requirements of the services and products. It will be essential for the present entity to utilise the social media platform in order to prevent the risks of losing new lucrative opportunities. The expansion of the business over an online platform will be beneficial for the current firm to make its effective availability along with showcasing the business all day long (Choi and Park, 2020). It enables the prospective consumers to find its relevant services and products at any period and from any locality. A strong online availability allows the owner of the respective organisation to develop its brand along with attaining the credibility that is necessary for attracting more consumers.
Effective interaction with the consumers along with gaining feedback from the concerned consumers with the help of online reviews along with the regular update of the online posts will develop a positive picture for the business. The concerned kind of picture enhances the probability related to the prospective consumers in performing the business with the current entity and boosting the level of sales extensively (Kuhlmann and Heuberger, 2021). The web will play an effective role for the concerned entity to provide access to the larger audience that involve the individuals within or beyond the location. It will expose the online business of Amana Ltd to an even higher level of opportunities along with providing an opportunity to the owner of the respective firm to regulate the business activities on an international level. 
A credible business that offers value to the consumers can look further to the positive reviews that will result in a broader consumer base and consumer loyalty. The critical reviews can often be utilised by the consumers for establishing the decision of purchasing and it is important for the prioritisation of quality consumer service. The setting up on an online business for Amana Ltd on its own would incur huge level of start up cost with lesser level of security. As a result, in order to reduce the negative impact of such critical risks, it would be better for Amana to make a significant collaboration with Amazon to attain higher level of profitability extensively over the definite period.
An online presence will make it easier for the present firm to market its business along with selling the products in order to evolve effective marketing. A proper informative and designed website with well content in written enables the consumers to develop informed choices for purchasing. A marketing platform will be offered by the web that provides an efficient way to reach a broader audience as compared to the conventional techniques of marketing. It will be essential for both large and small businesses in order to maximise the advantages of attaining a powerful web presence. 
The critical aspects such as social networks and search algorithms can be esteemed as influential within the process to make it simpler for the consumers in locating various businesses online (Islam, 2021). A business with online aspects can be esteemed as a non-existent element within the competitive and modern business environment. Consumers can be able to gain relevant information with the help of the internet and search engines in terms of an unrivalled data source. An increment in the value of the net income from -350,000 to -305,000 would be considered as a lesser level of negative effect on the financial position of the concerned entity.
[bookmark: _Toc98947689]Collaboration with Amazon
The benefits that would be generated by Amana Ltd through collaborating with Amazon can be summed up as follows:
Improvement in the Level of Sales
It will be important for Amana Ltd to make an efficient collaboration with Amazon in order to sell its product through the online channel of Amazon. The potential collaboration with Amazon will be helpful for the present entity to enhance the level of sales as millions of active consumers each month visit the site of Amazon in order to shop for the products. The listing of the relevant products by the concerned entity on Amazon will enforce each retailer to gain trust and credibility automatically (Ogbuji and Udom, 2018). The promise regarding Amazon of great service and excellence will entice most of the shoppers into purchasing the relevant products with regard to the website.
[image: ]
Figure 1: Increasing Trend in Revenues of Amazon
(Source: Statista, 2022)
Huge Level of Profits
It has been demonstrated from the above figure that the value of net revenue of the service and e-commerce sales of Amazon has enhanced tremendously from the financial year 2004 to 2021 (Statista, 2022). It will be a significant opportunity for Amana Ltd to boost its level of sales through collaborating with Amazon in terms of selling its products respectively.In addition, Amazon will assist the present organisation to establish a relevant base of the consumer across the online market in an accurate manner (Amazon, 2022). Amazon is one of the most trusted and biggest global buying and selling platforms that will assist Amana Ltd to begin its process of selling in various markets significantly.
Broader Brand Image across the Globe
The utilisation of Amazon for worldwide expansion is simpler in comparison with most systems of the shopping cart (Beckers et al. 2021). The huge scale of Amazon will play a significant role to provide access to the sellers of Amana Ltd to a broad number of potential consumers for the respective products irrespective of the niche the category. Amazon will provide very easy, reliable and fast access to its website along with an improvement in the willingness of the consumers to purchases for the consumers. On the other hand, the comprehensive Seller Portal of Amazon offers the capability for managing the catalogue of the product, shipping rates and rules, pricing, inventory along viewing comprehensive statistics regarding the business operations (Amazon, 2022).
Effective Relationship with the potential Stakeholders
The potential sellers that are highly engaged in selling via Amazon along with other marketplaces do not need to maintain, implement and select the platform of e-commerce to operate their website (Galdolage, 2021). The concerned sellers do not obtain any responsibility for the critical processes such as fraud detection, payment services and website security. Fulfilment By Amazon (FBA) program can also be provided by Amazon, within which the inventory of sellers can be held within its warehouses (Amazon, 2022). It will be treated as the principal cause for the removal of the requirement regarding the seller such as dispatch, pack, pick and store orders in order to simplify the operations of sellers in an accurate manner.
[bookmark: _Toc98947690]Conclusion
The above study focuses on the management accounting of Amana Ltd in order to determine its operational and financial performance over a definite period. The concerned organisation primarily faces various hindrances such as a decline in the level of sales and net income along with the development of the strategies to collaborate with Amazon for reducing such adverse difficulties extensively.
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