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Management accounting is the accounting branch that is concerned with identifying, measuring, analyzing and interpreting the accounting information so that it can be applied to support managers in making informed operational decisions. This accounting is significant as it helps the organization in many ways such as helping in making plans, supports in decision making, measuring performance, increasing efficiency, better customer services, raises profits and increase reliability (Drury, 2018). The organization can make use of such accounting for managing the cost of the business through preparing budgets and performance reports. The variances are calculated by organizations to show the favourable or non-favourable by comparing actual with the budgeted ones. The importance of right decision making on the basis of the calculation is part of management accounting. 
On such consideration, the report will be presented for the Amana Ltd. that owns the tourist business. The business has been highly impacted due to Covid-19 and seeking recommendations for bring improvement in business areas on the basis of evaluation of control report and performance report. The next part of report will relate to decision making for Amana Ltd. that to opt the option of Amazon or bring own website for selling the products online for increasing their sales. 
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The below presented is the budget for the Amana Plc:
	
	Original budget
	Actual budget
	Variance 

	Particulars
	Total
	Per unit
	Total
	Per unit
	

	Units 
	100000 units
	
	80000 units
	
	

	Sales value
	100000
	20
	80000
	25
	900000 

	Variable cost
	
	
	
	
	

	Direct cost of material 
	250000
	2.5
	280000
	3.5
	30000 

	Direct cost of labour 
	400000
	4
	440000
	5.5
	40000 

	Prime cost
	650000
	6.5
	720000
	9
	

	Variable overhead in production
	150000
	1.5
	120000
	1.5
	30000 

	Fixed overhead in production
	-
	-
	-
	-
	45000 

	Rent of warehouse
	200000
	2
	170000
	2.125
	

	Insurance
	100000
	1
	100000
	1.25
	

	Warehouse supervisor salary working full time
	50000
	0.5
	35000
	0.4375
	

	Total
	1150000
	11.5
	1145000
	14.3125
	



Calculation of variances
Sales variance: It shows the difference between the estimated prices at which organization wants to sell the products and actual price at which the products are sold actually to the customers (Ward, 2012). 
· Sales price variance = Actual quantity of sales * (Actual price of selling – standard price of selling)
· = 80000* (20 -25) = 400000 (Unfavourable)
· Sales usage variance = Standard price of selling * (Actual quantity of selling – standard quantity of selling)
· = 25* (80000 - 100000) = 500000 (Unfavourable)
· Total sales variance = Sales price variance + Sales usage variance 	
· = 400000 + 500000 = 900000 (Unfavourable)
Material variance: It shows the difference between the estimated costs to be incurred in production with the actual cost incurred for the production of goods. This variance also presents the organization capability to spend the cost to be used on materials (Blocher et.al. 2019). 
· Material price variance = Actual quantity of material used * (Actual price of material – standard price of material)
= 80000* (2.5 – 3.5) = 80000 (Unfavourable)
· Material usage variance = Standard price of material in use * (Actual quantity of material used – standard quantity of material to be used)
= 2.5* (100000 - 80000) = 50000 (Favourable)
· Material cost variance = Standard cost of material – Actual cost of material 
= 250000 – 280000 = 30000 (Unfavourable) 
Labour variance: It shows the variance between the estimated labour costs given to the labour with actual cost incurred towards the labour working in the organization (Drury, 2013).
· Labour rate variance = Actual hours taken by labour * (Standard rate of labour decided – actual rate given to labour)
= 80000* (4 – 5.5) = 120000 (Unfavourable)
· Labour efficiency variance = Standard rate of labour decided * (Standard hours of labours – actual hours taken by labours)
= 4* (100000 - 80000) = 80000 (Favourable)
· Total labour cost variance = Standard cost of labour decided – Actual cost given to labour 
= 400000 – 440000 = 40000 (Unfavourable)
Overhead variance: It includes two variances i.e. fixed and variable overhead. 
· Variable overhead cost variance = Standard variable overhead for actual production – Actual variable overhead 
= 150000 – 120000 = 30000 (Favourable)
· Fixed overhead variance = Standard fixed overhead for actual production – Actual incurred overhead
= 350000 – 305000 = 45000 (Favourable) 
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Performance report of Amana’s Plc to show profits:
	Particulars
	Actual
	Budgeted
	Variance

	Units 
	80000
	100000
	20000 units Unfavourable

	Sales value
	1600000
	2500000
	900000 Unfavourable 

	Variable cost incurred in production
	
	
	

	Direct cost of materials
	280000
	250000
	30000 Unfavourable

	Direct cost of labour
	440000
	400000
	40000 Unfavourable 

	Variable overhead incurred in production
	120000
	150000
	30000 Favourable 

	Total variable expense (Direct material + direct labour + Variable overhead)
	840000
	800000
	40000 Unfavourable 

	Contribution (Sales – Total variable expenses)
	760000
	1700000
	940000 Unfavourable 

	Fixed overhead
	305000
	350000
	45000 Favourable 

	Profits  (Contribution – Fixed overhead)
	455000
	1350000
	895000 Unfavourable 



On the basis of above report, it can be analyzed that organization has to make higher efforts to enhance the business activity as they are selling less in comparison to the estimated ones. The unfavourable sales variance shows that the organization is not performing effective and it may be due to Covid-19 and government restrictions on travelling. The material price variance is also negative i.e. 80000 of the organization that means organizations is purchasing inputs at higher prices that reflects weak performance and relationship with suppliers (Hansen et.al. 2021). The usage variance in terms of material is favourable that represents Amana Plc has efficient employees who make proper use of materials. The labour rate variance is unfavourable that shows organization has to hire expensive labour or they are unable to arrange the cheap labour that directly impacts performance of the business. 
The contribution is also seen to be less in comparison to the estimates ones and it is because the direct expenses are higher and the sales is not much higher or sales prices are below the estimated prices that ultimately reduces contribution resulting into weak performance of business. It is also examined that total cost of production is also higher in comparison to the estimated ones that reflects that employees and other activities are not performed effectively (Wild, 2017). The controlling over cost is necessary as it helps in enhancing the contribution and profitability with overall performance enhancement of Amana Plc. 
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The organization has to make the major improvements in order to increase profits of the company. The recommendations are presented below:
· The budget adjustment has to make by the organization according to the realistic terms so that variances did not seen to be higher and can be managed appropriately. 
· The revised sales revenues is to be considered by bringing changes in the estimated prices, units of sales and processes in order to improve the performance and variances. 
· The efforts shall be done to make equal the actual and estimated sales price for selling the products (Blocher et.al. 2019). 
· The sales units are needed to be changed up to their potential in order to meet the demand arising through change in products. 
· The activity levels are needed to be managed by organization in order to have positive impact on performance through increasing sales. 
· Amana Plc needs to majorly look on labour area of the business. It is because the organization is hiring expensive labour or the labour is slow in carrying out the work that increasing the rate of labour by working overtime. For improving the labour variance, it is essential that labour shall be arranged from the places where cheap labour is offered. Further, suitable training can be given to the labour to carry out their work efficiently by maximum utilization of their potential (Hansen et.al. 2021). This will overall increase the organization performance. 
· Amana Plc also needs to look on material areas of business. It can be done through managing the good relationship with the suppliers that allows them the option to bargain on the prices so that material variance can be turned into favourable. Further, bulk purchasing can also be done by organization that supports in offering discounts and stock can be maintained which overall increases the business performance. 
· The total production cost is to be maintained by controlling over the expenses of the business. 
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There are two options given in the question whether to take own website or take Amazon for selling their products. The table is provided below for the relevant costs:
	Own online shop
	Sell on Amazon

	Cost of setting up delivery network
	150000
	Amazon fulfilment fees
	50000

	Cost of upgrading current website to manage large volume of sales
	50000
	-
	-

	Salary of IT programmer
	35000
	-
	-

	Total relevant costs 
	235000
	Total relevant costs 
	50000



In setting up own website, there is guarantee of having 100000 units annually and in case of Amazon the sell would be of 65000 units. 
Therefore, depending on cost and annual sales generated from both platforms, it is appropriate that Amana Plc should sell the products through Amazon as less cost is incurred that will support the business to focus on other aspects. Apart from this, Amana Plc can also look on the benefits and limitations in both the options. 
Benefits and limitations in own website for selling products
Benefits
Branding: The organization can get benefit of increasing or spreading awareness of products through own website that shows strong brand value as well. There is opportunity for the organization to create the superior brand for products and services. The consumer becomes aware of brands and will like to purchase the tourists products. When the consumer knows about such brand then they do mouth publicity that ultimately supports the website to generate more traffic (Furey and Friedman, 2012). 
Increase loyalty of customer: The organization selling products through website then they will refer the particular brand. This will support in increasing the customers as they will make repeat purchases which represent the loyalty towards Amana Plc. The more traffic towards the website is generated the more customer loyalty is generated. The increase in customer loyalty supports in long run as initial investment can be recovered early.  
Controlling: When the organization decides to bring own website for offering variety of products then they have freedom and control over the content, designing and sale procedure. They will also have control over pricing of the products which is quite difficult in case of Amazon sales. When the organization has price control then they have the option to increase the prices when cost of production is increased so that cost can be recovered through the customers directly and not to be borne by organization. 
Limitations 
Staffing and overhead expenses: The development and update of own website needs regular maintenance and for such purpose it is important that Amana Plc to hire the particular IT staff to carry out regular IT and website maintenance. It is considered that there is need of technical and skilled IT professionals due to which organization has to pay necessary salary. The overhead expenses also incurred in managing the own website which overall increase the annual budget of the firm. 
Customer assistance: The website should be user friendly and easy to access for customers. The reason is if customers finds difficulty in getting answers to their queries related to sales return or warranty periods or delivery of goods then they will not make repeat purchases or recommend to others for the same (Ryan et.al. 2012). It will enable the customers to make their purchases from Amazon only as they have fast delivery and reply services. 
Lack of online visibility of products: When managing own website, it is noticed generally that products are not visible all the time due to shortage of managing the product cycle. If such problems take place then the customers will not visit the website for purchasing and switch towards Amazon (Singleton et.al. 2012). Further, Amazon is the recognised brand that already has large customer base and customers can see variety of products of different brands that will reflect priority of purchasing from Amazon. 
Benefits and limitations in Amazon for selling products
Benefits
Global online shopping market: It is very well known that Amazon is the big online global market offering huge variety of products that attracts large number of shoppers across world to make their purchases. The organizations have the option to make their product available on Amazon and make sales directly to the customers (Weill and Woerner, 2015). Further, customers have brand trust on Amazon and they believe that the products purchase is of good quality and their payments are secured. 
Search engine visibility: Being so popular brand, it has high visibility in search engine due to which its page ranks mostly on top. This can support Amana Plc to represent their brand online on Amazon and make products marketable. 
Higher sales volume: The Amazon can support Amana Plc to list their variety of products in the categories so that customers can easily access the products and make purchases. The listing of products on Amazon will influence millions customers (Zhu and Furr, 2016). 
Managing inventory: Amazon has large warehouse where products packaging and then shipping arrangement is done for the customer’s orders. It has global level infrastructure and inventory management with efficient logistics centres that distribute products. In this way, Amana Plc need not worry on managing inventory and packaging of products which they have to do in case of own website. 
Limitations
High competitiveness: As different brands list their products on Amazon, it is highly competitive market. Large number of buyers and sellers make use of Amazon giving tough competition to Amana Plc. But in own website the competitiveness is less. 
Low controlling on price: The sellers who want Amazon to sell their products have to follow the rules given by Amazon. The loyalty of Amazon is mainly towards the customers no with sellers. The controlling of listing is with Amazon along with content they put. They can even remove the content if they did not find useful (Snihur, 2018) . The product catalogue can even removed by Amazon that gives less controlling to Amana Plc.
Based on the above discussion, it is suitable for Amana Plc to sell the products through Amazon as Amazon has large reach to customers with proper management of inventory which is not presented with Amana Plc. 
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The study concludes on the performance of the Amana Plc by using the concept of management accounting. The control report had been laid down that shows organization had to make the major improvements in the several areas such as material, labour and sales in order to increase the contribution and profitability of the business. The study also showed that organization needs to adopt the Amazon platform for selling their products online as it includes less expense and it would be better situation when organization is already having fewer profits in their hand. The advantages and limitations provided also showed that selling on Amazon is better for Amana Plc. 
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