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[bookmark: _Toc67334288]Introduction 
Management accounting is the mechanism for the development of organizational objectives through the recognition, evaluation, review, interpretation and communication of knowledge to the managers (Drury and Tayles, 2017). The focus of management accounting is on all accounting practices aimed at informing management of company metrics. It uses the information on the prices of goods or services that the organization purchases. The method of reporting on company activities that support managers to take short-term and long-term actions is management accounting (Hansen and Mowen, 2014). It allows a company to achieve its objectives through the identification, measurement, analysis, interpretation and communication of information to managers. Management accounting can provide information for decision making purpose. Here the tool of management accounting can be used for deciding to promote marking online. Here the performance analysis of Amana Ltd has provided along with flexible budgeting. 

[bookmark: _Toc67334289]Monthly control report for Amana Ltd
	Particular
	Original Budget
	Flexible Budget
	Actual 
	Variance
	Favourable / Unfavourable

	Units
	100,000
	80,000
	80,000
	20,000
	

	Selling price
	£25
	£25
	£20
	
	

	Revenue
	£2,500,000
	£2,000,000
	£1,600,000
	(£400,000)
	Unfavourable

	Variable costs:
	
	
	
	
	

	Materials
	£250,000
	£200,000
	£280,000
	(£80,000)
	Unfavourable

	Labour
	£400,000
	£320,000
	£440,000
	(£120,000)
	Unfavourable

	Overhead
	£150,000
	£120,000
	£120,000
	£0
	-

	Total Variable Costs
	£800,000
	£640,000
	£840,000
	(£200,000)
	Unfavourable

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

	Fixed overheads:
	
	
	
	
	

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

	Insurance
	£100,000
	£100,000
	£100,000
	£0
	-

	Fulltime warehouse supervisor salary
	£50,000
	£50,000
	£35,000
	£15,000
	Favourable

	Total Fixed Overheads
	£350,000
	£350,000
	£305,000
	£45,000
	Favourable

	Operating income
	£1,350,000
	£1,010,000
	£455,000
	(£555,000)
	Unfavourable





[bookmark: _Toc67334290]Amana’s performance analysis during the year 2020
Analysis of variance can be summed up as an analysis of the variance between actual and projected figures. The aggregate of all variations provides an overview of overall success or failure over a given reporting period. Companies determine their favourability for each element by contrasting actual costs to industry standard rates or budget.
In the case of Amana Ltd, there is a variance in the number of sales unit of the business. The difference between the actual performance and the budgeted sales volume is 20000 unit. It indicates a 20% decrease in the number of units sold during 2020. This is because in 2020 the tourist industry has been greatly impacted due to COVID-19. Due to the imposed lockdown, people stayed at home rather than going outside. It has reduced the number of souvenirs sells to tourists.
Along with the decreased in the number of sales unit, the price of the product has also been reduced. It ultimately decreases the sales revenue of Amana Ltd. According to the flexible budget, the sales revenue for the business would be £2,000,000 where the actual revenue £1,600,000. The overall sales revenue of the business has been decreased from the original budget both due to the decrease in the sales amount and the decrease in the selling price.
As the sales unit has been decreased it is expected that the material cost will also be lower (Hansen and Mowen, 2014). But in the case of Amana Ltd the material cost as much higher than the projected cost. For the original packet, the material cost per unit is £2.50. But the actual performance shows that the material cost for each of the selling unit is £3.50. It creates a variance of £80,000 to the performance of Amana Ltd. This is basically due to the scarcity of materials during the pandemic. The cost of labour has also created parents for the organisation. The actual cost of labour is much higher than the budgeted labour cost. The variation between the budgeted and actual labour cost is £120, 000 which is about 25% of the budgeted labour cost. This is basically due to the scarcity of labour during the COVID-19 as the lockdown was imposed to keep people stay at home.
The result of variance has not been the same for the variable overhead cost. The budgeted variable overhead cost and by actual variable overhead has been Spain for the unit produced during the periods. However, the actual total variable cost is far higher than the budgeted total variable cost. The variance in the variable overhead cost is £200,000 that is almost 30% higher than the budgeted variable overhead cost. 
Most importantly the contribution margin of the organisation has been decreased dramatically. The variance in the contribution margin for the organisation is £600,000 which is almost 50% of the projected contribution margin for the selling units. In a true sense, this contribution margin is very unfavourable for the business.
Fixed cost at the cost that does not change the line with the changes in production or sales units. Also in the case of Amana Ltd, it is expected that all the fixed cost will be made from change during the periods. But the monthly control report has shown that some of the fixed cost has been reduced during the period which is favourable for the performance of the business. The warehouse rental cost has been decreased by about £30,000. In addition to that, the salary for the full-time warehouse supervisor has also been reduced to £15,000. The likely reason for the decrease in the fixed overhead cost including the salary of the full-time warehouse supervisor is the lockdown during the coronavirus pandemic. As the lockdown has made people be at their home rather than working outside, the business free from paying any salary to the warehouse supervisor (Kaladhar, 2020). In front, the total fixed overhead cost has been decreased by about £45,000 that is about 13 % of the total fixed overhead cost. But the insurance cost remains the same for the period. As the insurance payment is made annually following a specific amount it cannot be changed. So there is no variance for insurance cost for Amana Ltd. 
Moreover, the operating income as per the flexible budget is £1,010,000. But the actual operating income for Amana Ltd is £455,000. The actual operating income for the business is less than half of the projected operating income. It is not satisfactory for the business. Though the business controls the fixed overhead cost during the lockdown, it has failed to control the variable production cost for the business. Where the variable cost has increased by about 31 % of the projected cost, the fixed overhead has been decreased by only about 30%. This surplus in the variable cost increments has ultimately reduced the operating income for the business.
[bookmark: _Toc67334291]Recommendation to Amana’s CEO regarding the area of improvement
Most of the industry has been affected negatively during the lockdown of covid-19. Among all the industries, the tourism and hospitality industry has been affected the most as the lockdown was imposed to make people stay at home (Kaladhar, 2020). Amana Ltd is a family on tourist business and its operating income has been reduced significantly as the impact of covid-19. As the variance between the budget and the actual performance is unfavourable, the CEO of the business should focus primarily on minimising the variances between budget and actual performance. some recommendations are provided below that the CEO of Amana Ltd may follow:
· As due to lockdown less tourist is willing to make the tour, the sales volume of the business is decreasing (Polemis, 2021). In this case, the business can set a premium price for the souvenirs so that the sales overall revenue of the business increases.
· To decrease the labour cost, the CEO must train the labour and make them efficient. It would decrease labour hour as well as the overall labour cost.
· The variances of material are much higher than the project cost of the material. so the business should look for an alternative source of material and switch to them to save cost.
· To decrease the breakeven point, the business should focus on reducing the fixed overhead cost.
· Amana Ltd has a  website to function as a marketing tool. The CEO of the business need to develop this website so that people can purchase souvenirs online. During the lockdown, online shopping has been increased dramatically. So the establishment of a website online will increase the sale of the business.


[bookmark: _Toc67334292]Justification of the decision about selling online 
Amana Ltd is a UK-based family tourism enterprise, selling tourists souvenirs. The hotspots in England include Brighton, London Bridge, Westminster Bridge, Buckingham Palace, the town centre and Manchester City Centre, and a variety of touristy places in England. For 40 years, they have been a profitable company and they have become aware of the competitive existence of the tourism sector. Previously in England, the Covid 19 pandemic led the government to enact transport and travel controls that seriously affected the tourism sector (Polemis, 2021). The UK tourism industry has been one of the fastest-growing industries in the country in the past decade with an expected value of £257 billion to 2025. However, this was before the global pandemic of COVID-19. This year alone the industry would lose £37 billion (Statista - The Statistics Portal, 2021). Some believe that the effect of quarantine measures on travellers from outside Europe means that 2020 has all but been shortened. The UK economy received £28bn of incoming tourism last year, but its income since March has been quite small. 
As a result of that, all the tourism-related business organisations have faced great havoc. But things cannot be going in the same way because it is essential to increase the revenue to survive in the market (BBC - Homepage, 2021). So, several companies and related business have taken measures to improve the revenue amount. Amana Ltd has set a plan for online selling so that this company can increase its overall profit and survive in the consequences of COVID 19. This company has two different plans regarding its online businesses. First, it wants to sell from its website which will ensure that this company can provide direct support to the customers. On the other hand, Amana Ltd can sell its products through Amazon which is the global platform for e-commerce. Here the two options are justified to find out the best solution for Amana Ltd. 
[bookmark: _Toc67334293]Relevant cost
The relevant cost that concerns only a particular decision of management which, as a result of that decision, will change shortly. The relevant cost principle is extremely useful in excluding unnecessary information from a specific process of decision-making (Moriarity and Allen, 2011). Furthermore, management is discouraged from concentrating on details by removing unnecessary costs from a decision that might otherwise wrongly influence its decision. The definition refers only to management accountability activities; it is not included in financial accounts because the preparation of financial statements requires no expenditure choices (Morse, Davis and Hartgraves, 2016). 
In the case of Amana Ltd, it has to opt for selling products online. It has chosen to move 50% of its sales online. One of the options is to sale the product of the business by developing their website another option is true to sell their product by Amazon. There is some relevant cost that needed to be considered when deciding the online selling. 
The relevant cost for both the options includes the followings:
Selling through their website:
· Cost of setting up delivery network – £150,000
· Cost of upgrading the current website to handle a large volume of sales - £50,000
· Salary of a fulltime IT programmer - £35,000 per annum
Selling through Amazon
· Amazon fulfilment fees - £50,000
An estimated profit and loss statement can help make the decision.
	Particulars
	Selling through their website
	Selling through Amazon

	Sales unit
	100,000
	65,000

	Selling price
	£25
	£25

	Total revenue
	£2,500,000
	£1,625,000

	Less: Variable Cost
	
	

	Materials
	£250,000
	£162,500

	Labour
	£400,000
	£260,000

	Overhead
	£150,000
	£97,500

	Contribution margin
	£1,700,000
	£1,105,000

	Less Fixed Cost
	
	

	Cost of setting up a delivery network
	£150,000
	

	Cost of upgrading the current website to handle a large volume of sales
	£50,000
	

	Salary of a fulltime IT programmer
	£35,000
	

	Amazon fulfilment fees
	
	£50,000

	Net profit
	£1,465,000
	£1,055,000



In the above calculation, two options have provided for selling online. Any commercial transaction involving the transmission of information over the Internet includes eCommerce. For a reason, this is a broad definition. Many different formats can be used for eCommerce. This includes branded internet sites, smartphone apps, Amazon and eBay markets and social media plats such as Facebook Marketplace, Instagram Shoppable Announcements and Pinterest Buyable Pins (The Economist, 2021). Digital networks continue to be used more and more. 87% of shopkeepers launch digital channel product searches, up from 71% last year (BBC - Homepage, 2021). Online selling can cause various benefits because online selling can reduce cost, engaging more customers in the business, can reach a wider market place. 
Here Amana Ltd can sell its products either through Amazon or directly through its website. In the case of selling through its website, Amana Ltd can sell more products through its websites. Here, the material cost is other costs are higher than if it wants to sell through Amazon. But this company must have to look at its fixed cost of selling its products online. In the case of Amazon, this company cannot sell more (Seal, Rohde, Garrison and Noreen, 2018). So the sales revenue will decrease. But this company can not sell more because of the extreme level of competition in Amazon. Amazon sells a wide range of items at affordable rates, but it is renowned for providing free shipping and comfort. No dangerous returns, a quick check-out experience and a vast repository of feedback also contribute to making Amazon a choice for an increasing number of customers. As a result that Amana must have to provide fees to Amazon. On the other hand, by developing the personal website the fixed cost of Amana can increase but will provide this company with a long time benefit. Again when we look at the net profit of Amana Ltd through online selling, it is clear that this organisation will gain more benefit by selling through its website than by Amazon. 

[bookmark: _Toc67334294]Conclusion
In summary, management accounting offers a deep insight into business finance and resource flow information so that the owner can make a timely decision based on real evidence. It distinguishes what is essential, recognizes defects and provides means to develop long-term business-scale strategies (Weetman, 2010). Management accounting is important to understand the business's financial condition and reports for preparing, directing, encouraging, tracking and performance measurement to those within the company. It focuses in particular on future decisions. Here the management accounting tools like flexible budget has used to analyse the performance of Amana Ltd. Justification has provided about the decision of selling through online media in the context of Amana Ltd.  
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