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[bookmark: _Toc120022375]Introduction:
This assignment aims to introduce and discuss the role and importance of management accounting in decision-making. It will discuss how management accounting influences business planning and controlling. Further, it will include the control report and variance analysis report. Further, this report will suggest solutions to improve business performance. It will determine and assess offline and online business modes to sell the products into the market by using the cost and benefit analysis. 


[bookmark: _Toc120022376]Part A: 
[bookmark: _Toc120022377]Control Report:
A control report is an important report of management accounting which is used for measuring performance and controlling business activities to ensure the attainment of business goals. The control report aids the business manager to trace the progress of the business and to assess the performance whether the organization has performed as per the expectation and targets. The performance of the firms may be led in the right way and on the right track by assuring proper control over the variation in the performance. At the same time, business sustainability can be improved by assuring proper control over the progress and variation in the performance of the enterprise. The sustainability of the organization can be improved by enhancing efficiency in performance and overcoming challenges. The businesses may cut down costs and maintain high profits. Further, the organization consider the different reasons behind the change in the progress and performance of the enterprise. The political changes and movements may cause changes in the sales revenue and profitability of the business that may influence the degree of variation in the progress. Along with this, economic indicators can be fluctuating with movements in the economic policies and market such as consumer spending, inflation rate, unemployment rate, GDP rate and others. Thus, a control report enables the business manager to trace the impact of fluctuation on business performance and this may affect the progress of the enterprise (Ward, 2012). 
The variance in the performance may be negative or positive and the nature of the variance may influence the planning and business decisions. If the revenue of enterprises in the real world is more than the budgeted revenue, it may increase the profitability and income of the firm positively which may aid the firm to attract investment from investors. On the other side, the negative variance occurs when the actual revenue and the actual cost of the organization fall less than the budgeted revenue and cost of the company. The negative variance may cause the requirement of change in the business strategies and planning to maintain progress in business performance and overcome the issues. Thus, controlling reports on a monthly basis may have an effect on the decision of managers and leaders in the company to create innovative and unique solutions to raise performance (Taschner, 2016). Thus, the control report for Amana Ltd is given below:  


	Particular
	Original budget
	Flexed budget
	Variance
	 

	Units of products 
	100000
	80000
	-20000
	U

	The selling price of the products 
	25
	20
	-5
	U

	Sales revenue of the company 
	2500000
	1600000
	-900000
	U

	Variable cost
	 
	 
	0
	 

	The material used in production 
	250000
	280000
	30000
	U

	Labour employed 
	400000
	440000
	40000
	U

	Overhead and other expenses 
	150000
	120000
	-30000
	F

	Contribution 
	1700000
	760000
	-940000
	U

	Fixed overhead
	 
	 
	0
	 

	Warehouse rent
	200000
	170000
	-30000
	F

	Insurance of company 
	100000
	100000
	0
	 

	Supervisor salary in the organization 
	50000
	35000
	-15000
	F

	profit
	1350000
	455000
	-895000
	U



[bookmark: _Toc120022378]Report on the performance of Amana:
Sales revenue: 
The main purpose of Amana Ltd was to raise profit and sales revenue by selling more and more products through its physical and offline stores. However, the COVID-19 pandemic affected the operation of the stores because the government's decision for complete lockdown and social distancing policies may have a lead reduction in the demand for products. This is because economic decline and reduction in the economic indicators may have influenced the affordability of the consumers and may have influenced the business sustainability. In this way, the sales revenue of the company was expected to be £2500000 but the organization achieved sales of £1600000. It shows that the actual sales revenue of Amana Ltd is less than the budgeted sales of the company. It happened due to a reduction in the demand for products or services in the market and high prices of the material and products. 
The price is a very important factor that influences the sales revenue and performance of the entity. This is because price determines the level of competition for the businesses in the market and high prices may affect the affordability of consumers adversely. In this way, the less income of the consumer during the pandemic may have reduced the affordability of products or services that caused negative variance in the sales revenue of the firm (Astrill and McLaney, 2012). Further, the sale volume was expected to be 100000 units while the actual units sold were 80000 units. Thus, demand went down and this has affected the progress and performance of the entity in the market. Therefore, variance analysis may aid Amana Ltd to minimize the negative variance in the sales revenue to enhance the sustainability of the business (Drury, 2018). 
Variable cost: 
The variable cost may be defined as the type of cost that may fluctuate with the movement in the production volume and sales volume. In this way, the variable cost can influence the production cost of the companies which in turn may have affected the progress of business and sales revenue (Vanderbeck, 2012). There are different components of the variable cost such as material cost, labour cost and overheads. 
Material cost: This is an important element of the production of the products and production cost. The material is processed to create the final items that can be served to the consumers. It may affect the product cost and pricing of the products or services. Thus, it is found that the material cost in the given case increased to 280000 while it was expected at £250000. It means the reduction in the supply of materials during the pandemic affected the prices of the material which increased the material cost. It is not favourable to the company because it may influence the profit company (Drury, 2018). 
Labour Cost: Labour force of the organization is required for processing material, managing and accomplishing business tasks and delivering the products. In case of the Amana Ltd, the cost incurred by the organization was £440000 which is more than the budgeted cost of £400000. It means the labour cost increase may have influenced the cost of the product which in turn influenced the pricing decision of the company. The negative variance in the labour cost may bring negative implications on the performance of the organization (Warren et al., 2011). 
Overheads: The expenditure of the businesses alongside the direct labour and material cost may affect the business operation and efficiency. It is found that the overheads of Amana Ltd are £120000 less than the budgeted overheads of about £150000 which means the variance is positive and favourable to the organization. It may have a positive effect on the operational efficiency and business profit of the organization (Drury, 2013). 
Fixed cost: 
This is the cost associated with the acquisition of the assets and resources in the organization. This cost does not move with the changes in production and sales volume. Therefore, Amana ltd has realized a good reduction in the rent for the warehouse and an improvement in the salaries of the supervisors. The rent for the warehouse was budgeted at about £200000 but the actual spending on the warehouse rent was £170000. At the same time, the salary of the supervisor was budgeted at £35000 but the company has paid £500000. It indicates a positive variance in the rent but a negative variance in salary may have an implication on the profit (WEYGANDT, 2013).  
Profit: 
The profitability of the organization may indicate the efficiency in the operation of the company. Thus, it is found that the budgeted profit was about 1350000 but the Amana Ltd earned about 455000 which means the profitability of the organization was not according to the expectation. It happened because of increased variable costs, a reduction in the sale revenue and a reduction in the demand for goods or services in the market (WEYGANDT, 2013). 
[bookmark: _Toc120022379]Recommendation:
Based on the analysis of the variation and control report, it is found that Amana Ltd has faced several challenges that affected the performance of the company. Thus, there are some recommendations for enhancing the performance of the organization. 
Amana Ltd should improve the promotion of its product or services in the market. More investment in the promotional campaign will aid to increase the awareness of products or services in the market which in turn may raise the progress of the entity. Amana Ltd can provide discounts on product prices and can increase advertisement through traditional methods and social media platforms. It can post creative pictures and videos on social media to increase engagement of the potential consumers and enhance good relationships with them (Drury, 2013). This may enhance consumer loyalty that may enable the firm to leverage profit in long run. 
In addition to this, Amana Ltd should improve the safety of the workers in the entity because healthy conditions and safety of the workers in the workplace may contribute to growing the engagement of workers and their morale to work hard. Amana Ltd should provide proper safety for the workers from COVID-19 to enhance their confidence in the organization and to increase their commitment to their job (Vanderbeck, 2012). 
Further, Amana Ltd can also improve its relationship with the material suppliers to get the material at an affordable price. Proper management of suppliers and their relationship with them may improve efficiency in arranging the material swiftly which may reduce the cost of production and prices of the products (WEYGANDT, 2013). It may raise the profitability of the company. 
[bookmark: _Toc120022380]Part B:
Electronic marketing has been an important part of the marketing of products or services of the business in the market. Traditional marketing and electronic marketing are two types of marketing approaches that may have affected the performance of the business. The attitude and perception of the consumers may have changed towards the online purchasing and shopping of the product or service in the market. The movement of customers towards online shopping may have affected the performance of businesses during a pandemic. At the same time, an internet-based system may provide a platform for the organization to connect with consumers online and to sell the products online. Online shopping saves the time of the consumer and can provide convenience to consumers. In contrast to this, offline shopping may require consumers to shop for the product or services by visiting the stores of the companies physically. In respect of Amana Ltd, the website of the company may enable it to attract more consumers and improve its sales revenue but high competition in the e-commerce industry may have an effect on the business performance. The online shopping and marketing trend has been very high in Europe, Asia, the USA and other markets that may contribute to growing the performance of the entity. Customers may have to cut their spending on travelling to the stores to minimise the cost and improve the affordability of products (Collier, 2015). The e-commerce platform and sites to sell out the products may aid to reach a large market but this may affect the control of the organization on marketing and performance of the entity. 
Thus, online marketing through own website may be more costly and expensive as compared to a third-party website for the online selling and marketing of the products or services in the market (Beechy et al., 2011). In this way, the cost and benefit analysis may enable the organization to decide on the right option and alternative for online marketing and improve performance (Epstein and Lee, 2014). The quality of the website, market research, network delivery, IT programs, and other factors may have implications on the decision of the organization. 
	Selling through the website:
	Third-party website: Amazon

	Network cost = £150,000
Website upgrading = £50,000
Salary = £35,000 per annum
Sales volume for the year = 100000 units 
Total cost = £235000 (150000+50000+35000) 
	The full-time fee for registering the organization on Amazon = is £50,000 
Sales volume =  65000 units 
 



Therefore, it can be said that the cost of website development and operating cost may be very high in the case of developing own website as compared to selling the products on a third-party website. It can be stated the cost can be an important factor in the pricing decision of the entity because the high cost may increase the price of the products or services in the market. The cost of the development of the website in the market may affect the sustainability of the idea of website marketing. It can reduce the profit of the company by using its website while using a third-party website may improve and reduce the cost but the sales volume is very less which can affect the performance of Amana Ltd in long run (Keller, 2015).  In addition to this, Amana ltd can maximize the sales value for improving the market share and business profitability. The development of the website can be highly expensive but it may provide full control of the company on the market and selling of the products or services in the market. On the other side, a third-party website will not aid Amana to control the marketing of the product in the market and it may affect the sustainability of the company in long term.
Thus, it can be suggested Amana develop its website and sell its products from its platform in the growing market. The sales volume of the company can be improved because the organization can directly contact the supplier to procure the products and directly contact the customer to improve market share and revenue (Needles et al., 2013). The company can charge the prices of the product or service affordable to consumers which can raise the profitability of the company (Edwards, 2013). Hence, website development and upgrading can be a better option for marketing. 
[bookmark: _Toc120022381]Conclusion:
It can be concluded that management accounting is very important in managing the performance of the enterprise. This assignment has discussed the control reports, variance analysis and analysis of the options for businesses. 
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