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The management accounting is used by companies who seek to achieve a better performance based on the nature and the purpose of the business. This type of management is used for internal purposes to show how a company is organised and how is managed. Management accounting information can be used within a business to improve the quality of manager’s decisions. Also, this type of management has undergone many changes in response to developments in the business environment and business methods.
Management accounting it varies from financial accounting, as the financial accounting it is only used for external purposes. The primary distinction between managerial and financial accounting is the intended audience for the data. Financial accounting information is focused at giving financial information to people outside the company, but managerial accounting information is targeted at assisting managers within the organisation in making well-informed business choices. Because management accounting is not meant for external users, it may be customised to match the needs of those who will be using it. This varies a lot from firm to company, and even from department to department within a company. Managers in the production department, for example, may like to have their financial data shown as a percentage of total units produced during the time. A graph of salaries by employee over time can be of interest to the HR department manager. Managerial accounting is able to address the demands of both departments by providing data in the manner that is most useful for that particular purpose.
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For this report, I will utilise Amana Ltd, a company that sells souvenirs to tourists, as a case study. This company has sites in Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham City Centre, and Manchester City Centre, all of which are popular tourist destinations in England. Souvenirs are prepared by a Chinese factory particularly for the Amana team, based on their ideas. They've been in business for 40 years and have learned to appreciate the changing nature of the tourist sector. The Covid-19 epidemic recently broke out in England, prompting the government to implement movement and travel restrictions, badly affecting the tourism economy. Amana's revenue was affected hard in April 2020 as visitors were unable to travel for the Easter holidays. Sales improved significantly in the summer of 2020, but the protracted lockdown from December 2020 to February 2021 destroyed any additional revenue earned over the summer. 
Amana ltd had traditionally just operated in physical locations, with a fully functional website serving as an advertising tool. Mr. Amana, the company's owner, has employed me as a manager and presented me with a cost breakdown of the company's goods.
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Question 1. Prepare the monthly control report showing original budget, flexed budget, and variances.
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	400,000 UF

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead
	1.5
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	600,000 UF

	Fixed overheads:
	
	
	
	
	

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

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

	Full time warehouse supervisor salary
	50,000
	50,000
	50,000
	35,000
	15,000 F

	Profit:
	
	1,350,000
	1,010,000
	455,000
	555,000 UF



Question 2. Using your control report prepared above, prepare a report on Amana’s performance during the year 2020.
As showed above in the control report we can see that the variance for revenue, materials and labour is unfavourable. Even if the price of warehouse rental and the full-time supervisor salary is less than expected, resulting a favourable variance, profit wise remain unfavourable. Also, the prices of overhead and insurance it did not change, the variance being neutral.
Due to the Covid-19 pandemic, and the lockdowns that come, Amanda Ltd as a business that sells souvenirs to the tourists have made some changes, forced by the circumstances. First of all, the business has reduced the selling price with the hope of increasing the salles, as the demand of the product went down because the people could not travel due to the restrictions, so the number of the tourists buying the product went down as well. Also, the prices of material and labour went up as a result of the new regulations and restriction made because of the pandemic, affecting the revenue and the final profit of the business.
The warehouse rental and the full-time warehouse supervisor salary costs went down as a result of the pandemic maybe. The business needs to considerate the fact that these costs can go up as the pandemic will pass, and it will not be so sustainable. On the other hand, for the same reason the costs of materials and labour can go down.
 Overall Amana's actual performance is poor. The selling price per unit has decreased, costs have not been brought under control. The fixed costs are in check. The entire profitability has fallen short of expectations. 

Question 3. Provide recommendations to Amana’s CEO on areas of improvement.
 The first more important recommendation Amana’s CEO is to keep in mind the fact that this numbers showed in the control report is based on the circumstances forced by the pandemic, and this numbers can change depending on the changes of restrictions and regerminations which can happen in a short period of time. Due to this fact the company need to enter into long term contracts with warehouse owners to ensure rentals are not increased significantly in the nearest future. Also, Amana must invest in order to boost unit sales and control variable costs, ensuring that the operation activity is profitable.
Another recommendation is that instead of using Chinese manufacturer, Amana company can use other low-cost countries to outsource production. The advantages of outsourcing production are, lower costs, where it is often true that renting a factory and its employees is less expensive than maintaining them yourself. This is especially true if the manufacturing is located in a nation where labour and prices are less expensive than in China. Many contract manufacturers provide services in addition to manufacturing. They may also store and ship the company’s goods, charging for the space they use or the services that the company purchase. One of the most significant benefits of outsourcing is the availability of low-cost labour from other countries. Lower taxes and fees, as well as access to local markets, might be further motivations to transfer manufacturing abroad. Another advantage of outsourcing production is skilled workforce. Outsourced labour, particularly overseas labour, frequently comprises technically proficient, highly educated, and multilingual employees eager to work for a fraction of what they would earn in another country. Having support staff that can communicate with Amara worldwide consumers in a variety of languages is a huge plus. The company may also benefit from a competitive edge in the local market as a result of the employment that it offers. Whether they are constructing equipment or answering phone calls for help, skilled employees are especially important in some industries. 
The last recommendation will be to not reduce the price of the souvenirs, but to raise it. By raising the price, Amana business end up with the kind of costumers who understand the value of buying higher-priced, higher-value products. In short, Amana pricing strategy can help attract the right kind of customers to build a sustainable business for the long term.
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Mr. Amana's choice to transfer 50 percent of his sales from the offline to the online channel is a smart one. The branches of his firm in Brighton, Birmingham city centre, and Manchester city centre would only be able to serve a small area/section of the population, just on those areas. While the existence of these shops might increase Amana Souvenirs' loyalty base, the ability to attract additional costumers would be limited, and the costs connected with physical stores would be considerable. Amana Souvenirs has the potential to significantly extend its market and customer base by channelling half of its expected sales through an online strategy that targets the UK, Europe, and the United States. At the same time, it can plan to try to position its remaining offline outlets in order to best satisfy local customers and loyalists.
When it comes to selecting an online sales channel, Mr. Amana has two alternatives. While a dedicated online shop can ensure the sale of 100,000 units per year, it comes with a high initial cost of £ 200,000 and a recurrent cost of £35,000 each year. Selling on Amazon, on the other hand, would cost £50,000 per year with a guaranteed yearly sale of 65,000 units.
Apart from the investment decision based on the statistics shown above, Mr. Amana would have to examine the brand's current visibility in the United Kingdom, Europe, and the United States, as well as the marketing expenses necessary to increase brand awareness in these areas. Because it only had physical shops in a few locations around the UK, it's possible that brand recognition is limited to specific parts (if not all) of the country.
With all of the above factors in mind, Mr. Amana should first consider selling on Amazon for at least a couple of years. While this seller sector is projected to face competitive pressure, it will provide Mr. Amana with reliable information on the levels of acceptability of the goods in the targeted areas, allowing him to modify marketing techniques to increase consumer recognition and loyalty in the long run. After significantly increasing the product's brand awareness in the targeted market for the first year, Mr. Amana may consider switching to a dedicated online store for Amana Souvenirs.
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Finally, management accounting guarantees the validity of the input-to-output transformation process and plays a key role in managerial decision. Management accounting is the discovery, measurement, collection, analysis, preparation, interpretation, and exchange of data to aid managers in attaining organisational goals. Accounting fills a need for quantitative financial data. It is regarded as a commercial transactional language. Accounting's ultimate purpose is to assist people in making decisions by collecting all accounting data. The information in the accounting system will differ based on who makes the decisions and for what purpose.
Based on management accounting process, I was able to analyse Amana Ltd company, and find a better solution, so that the company can have a good profitability in the long-run, expanding as well the brand recognition of the business products.
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