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Introduction 
Covid-19 pandemic has affected every sector of the economy and specifically the tourism industry negatively. Amana Ltd was not spared as it was hardly hit in terms of revenue generation to a point that it depleted all additional revenues by the end of 2021 summer. For over 40 years the companies run the tourism sector successfully until the pandemic broke out in 2020. Control or performance reports are used to measure and define the success of a business and provide an overview of how the business is running based on a given benchmark (Darkwa, 2022). At the end of a given financial period, a budget performance report is prepared to compare the actual revenue and cost with the budgeted revenue and cost in order to find the variances. 
i. [bookmark: _Toc110268742]Monthly Control Report 
	
	Actual 
	Rev 
	
	Flexible  Activity
	Variance
	
	Static Budget

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

	sales
	1,600,000
	400,000
	U
	200,000
	500,000
	U
	2,500,000

	Less costs: 
	
	
	
	
	
	
	

	Material 
	280,000
	80,000
	U
	200,000
	50,000
	F
	250,000

	Labour 
	440,000
	120,000
	U
	320,000
	80,000
	F
	400,000

	Overhead 
	120,000
	0
	N
	120,000
	30,000
	F
	150,000

	Contribution
	760,000
	600,000
	U
	1,360,000
	340,000
	U
	1,700,000

	Fixed costs: 
	
	
	
	
	
	
	

	Warehouse rental 
	170,000
	30,000
	F
	200,000
	0
	N
	200,000

	Insurance 
	100,000
	0
	N
	100,000
	0
	N
	100,000

	Supervisor salary 
	35,000
	15,000
	F
	50,000
	0
	N
	50,000

	Net operating inc 
	455,000
	555,000
	U
	1,010,000
	340,000
	U
	1,350,000



Variance is the difference between the budgeted and the actual values. Variance is either described as Favorable (F) or Unfavorable (U) as indicated in the above table. A favorable variance is also called a positive variance and occurs when a company generates higher income than what was expected, higher volume of sales than that forecasted and lastly the expenses are below than what was expected. On the other hand an unfavorable variance (or a negative variance) happens when the sales volume are less than expected as a result of failing to hit the set performance indicators. 
ii. [bookmark: _Toc110268743]Report on Amana’s performance during the year 2020
Based on the actual results, performance of Amana limited is bad as compared to the original budget. This is referred to as the negative performance which occurs when an organization underperforms compared to its projected plan. This can be attributed either by decrease in sales or a general increase in expenses as compared to sales. The actual units are 80,000 going at a price of £20 while the original budget units are 100,000 each going at a price of £25. The variance between the budgeted and actual figures is very high. 
The difference between the budgeted financial transactions and the actual transactions by an organization is called variance (Williams et.al, 2020). Budget variance occurs as a result of variation in business climate especially during the Covid-19 area, inaccurate expectations among other factors. 
The common variances emanates from when calculating overhead, material and labor. For the case of Amana, there is a very big variance in variable overhead. The actual variable overhead is £ 120,000 while the original budget is £1.50. There is also a very high variation in materials and labour cost between the actual and budgeted amount. The huge variance in variable overhead can be attributed to; the dynamic nature of the indirect materials and also labour. Other services may also change or else become unavailable causing the cost either to go high or low. Material usage variance could have been due to the changes in production methods or the normal wastage by employees. The main cause of labour variance could be due to the dynamic nature of basic wage rate or an upward revision of wage rates due to pressure from workers union. On fixed cost, there is no major difference between the original and actual budget meaning that the variance is favorable. 
iii. [bookmark: _Toc110268744]Recommendations on areas of improvement  
Amana limited need to increase the number of units it sells. The volume of sales made or the net sales can be increased by maximization of production. Maximization of production result to economies of scale hence lowering unit price to customers and ultimately increased sales and revenues (Eldenburg, 2022). 
There is need to manage all cost as a functional and successful organization is one that reduces costs and increase sales and revenues (Denicol, 2022). When operating costs are low, the business is able to operate profitably and is sustainable even during the difficult periods like during Covid-19 pandemic. Management accounting entails determining cost and financial information and use it to plan, control and in decision making. Decision making is also crucial as it guides an organization on how to make effective use of the available resources while at the same time maximizing the value for all parties (Darkwa, 2022).
With the right cost management strategy, Amana Limited will be in a position to know the cost incurred at every stage of production and help the management in determining areas that require improvement. Cost management aids in controlling overall business costs by even predicting future costs and expenses based on the expected revenues (Nochols, 2020). Another advantage of cost management is that it ensures that the necessary actions are taken based on the available resources and as per the set organization objectives. By comparing the actual and budgeted figures, manager can understand where they have overspent and hence take necessary actions in cutting down the costs (Denicol, 2022). 
In order to check on the variation between the budget and actual cost by ensuring that there is better planning, monitoring, accurate evaluation and better control (Nochols, 2020). Expenditure should be modified and spending that does not add any value should be cut down. Variance could be as a result of various factors such as error in the budgeting process and most importantly inaccurate expectations (Rachmat and SeTin, 2020). In order to reduce these variances, it will be important for Amana to be performing the budget variance analysis on monthly basis or quarterly basis. Amana ltd also need to centralize the way it collects, manages and analyze its financial data to ensure an accurate and efficient workflow it is crucial for Amana to automate its business processes. 
In any industry or business entity, variable costs are inevitable. Variable costs are those costs or expense that change when there is change in production (Ness, 2016). The variable costs are categorized further into operating costs and cost of goods sold (Eldenburg, 2022). To control the variable costs, Amana Limited need to improve their production and sales processes, implement lean management concept, use latest technology, outsource some of their services such as labor and most importantly reduce the overall expenses and cost. Reducing costs also entails eliminating areas where the expenses are very high compared to the value generated (Ness, 2016). 
In order to make an informed decision, it is wise to plan for financial futures or projections and to come up with an accurate budget. Generally budgets are static in nature and cannot be change for the period under consideration. Carrying out variance analysis is crucial in that Amana will be able to identify areas in which there is need for adjustment of expenses or any other area that may boost revenues. Variance analysis is also crucial in modifying budgets in order to come up with an improved and accurate report. 
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Amana is faced with two alternative choices where he is supposed to make a decision and choose the most economical project or idea. In any managerial decision made, there must be consideration of all cost incurred and a thorough cost-benefit analysis of every alternative. Before embarking on the project, it is crucial to the relevant cost which is a quantitative judgment (Khan, 2022). In any business and more specifically in management accounting, relevant costs are used to determine if any decision made is economical or not. Relevant cost is a term used to describe those costs that are avoidable in making any business decision. Relevant costs can be categorized into avoidable costs, opportunity cost, incremental costs and future cash flows (Prowle, 2020).  The purpose of considering the relevant cost is in order to eliminate any other unnecessary cost that may complicate any decision made. In order for a cost to be considered relevant it has to be a future cost which may have an effect on the current decisions that may be made. Past cost do not count when making relevant management decisions. To effect a decision, a cost must be incremental, that is, the expenditure that one can avoid or incur for making a certain decision. The benefit forgone for choosing the best alternative over the others is the opportunity cost. A better understanding of the opportunity cost helps in fully understanding the benefits and the cost for each available alternative in order to make an informed decision. As for the case of Amana, if he chooses an own website, he will have to forgo the Amazon benefits. In deciding the alternative course of action, it is important to consider the avoidable costs. These are the costs that can be avoided by selecting a given course of action. Future cash flows fall under relevant cost and entail those future expenses that may occur for making a present decision (Rachmat and SeTin, 2020). 
The decision by Mr. Amana to streamline his business activities and moving half of the business sales online is appraisable. The online platform will provide a very exciting and new opportunity to Amana and will be an excellent way to grow and to be ahead of competitors. It is also a way of widening the customer base and the general operating costs are low. The online business is boundless in that the audience reach is worldwide resulting to an increase in revenues. 
The initial cost of establishing an own website may be very high (£235,000 for Amana) as tabulated below;
	Setting of delivery network 
	£150,000

	Upgrading of website 
	£50,000

	It programmer salary 
	£35,000

	Total cost 
	£235,000



If you compare the expected sales annually, you will find that an own online platform generates more sales in a year (100,000 units) as compared to Amazon (65,000 units).
The other alternative that Mr. Amana has is selling the products directly to Amazon which will guarantee sales of 65,000 units every year though units may increase based on demand. The only advantage that exist on selling directly to Amazon is that there is a large market and that Amana will have to almost cut down the operational cost of running own website. The massive amount of traffic in Amazon platform cannot be compared to an own website especially during the initial stages.  The cons of selling to Amazon are many including having so many competitors who can only be differentiated on price and reviews on the website. The Amazon rules bind the company and it controls all the pricing and return policy. There is no doubt that they can remove any kind of content and product listing that they may feel that it falls outside their set rules. The Amazon fulfillment fees are very high and there may be also some other fees that all could eat away the profit margins.  
According to the cost concepts, cost behaviour and cost separation (2020), an organization face challenges nearly in all aspects of business operation. Managers have to need to make the right decision based on the problem they are facing and also decide among various available alternative courses of actions. Every decision needs to be informed and quantified with the main aim of minimizing cost and maximizing profits (Prowle, 2020). Every decision always has a constraint and the course of action can entail continuing with the current production, changing methods or even subcontracting some of the work to a third party (Maheshwari, 2021).
In conclusion, the idea of Mr Amana to go online may be beneficial to his business even though there is need for physical stores and a lot of marketing and advertising on other platforms. The Covid-19 pandemic has transformed the way business operates especially on the idea of going online. As it can be observed in the case of Mr. Amana, most of his competitors have gone online especially for their customers in UK, Europe and US. Closing his business branches in Brighton, Birmingham and Manchester City and going online is a good idea as part of its overall idea of going online. Amana has either to choose either an own online platform or end up selling the product directly to Amazon. The cost of starting a new plant requires a high initial cost for delivery and upgrading to the current websites that will handle large volume of sales. The guaranteed sales in an own website is 100,000 units annually while for Amazon the anticipated sales is 65,000 units annually. The difference is 35,000 unit sales between the two options. If we are to consider the projected revenues in the next three years, you will find that an own website will generate 300,000 units compared to Amazon which will generate 195,000 units. If we add the initial cost of setting delivery network and the cost of IT programmer for the 3 years, Amana own website will have incurred £ 305,000 as total cost. From the third year the own website will require less expenses but at the same time generate more and consistent sales. 
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